
(Multicurnncy-Cross Border) 

lot~rnatil>nal Swa.p DeJien rusociarjcQ, he 

MASTER AGREEMENT 

lolorgan. G_uaranty '!'rust Lehman BrothertJ 
Spe~ial Financing Inc . ... ~.?.~11-~~---?.~ .. ~-~~--~~-~-~---·· ................... and .................................................................................. 

bav~ entered and/or anticipate entering 11110 one or more uansactions (eacb a "Transaction") lhat nee or will 
he governed by lllis Master Agreement. which includes the sched~Ie (tlle "Schedule"), nncl the documents 
and other connrming evidence: (each a "Conftruoation") e.,c,;I.HUig<:d between l.be panics confirming those 
Tran,;actions. 

AccOJdingly, the parties agree as follov.s:-

1. lnterpretntion 

Ia) D'finilil>n{. The terms def.net.l in Section 14 and in the Schedule will have the meanings therein 
specified fur the: purpose of tbis Master Agreement. 

(b) lnconsi,;;t<mcy. ln the event cf aJOY inconsistency between the provisions of the Schedule nnd we 
oilier provtSIOOS of Ibis Master Agrtr.mr.nt, tbe Scbedule will prevail. In the event of any inwn~i~tency 
between tile provisions of any c;mfurnation anol rhi~ Master Agreement (including !.he Scbedul~). socb 
Conftrmation will prevail for we purpOse of the relevant Tr:tn.5:lCiion. 

(c) Singl~ Agreement. All Transactions are entered inw m reliance on tbe i.acl lhat r.llis Master 
A~treement and all Conflllllation~ form a single agreement betwec:nlhc parties (collecti\'dy referred to as 
this -Agreement''), and the p:trtie~ would not othel"\\o'ise enter into any Transactions. 

2. Obligallons 

{a) Gen~ra/ Conditions. 

(i) Each party will make cacl.1 payment or delivery specified in eacb Confr.rmation to be made by 
it. subject to the otber prov1sions of tbis Agreement. 

fii) PaymenL~ under this Agreement will be made on tile due date for value on that date in tbe ptace 
of the account specified rn lbe r~levam Confmnation or otherwise pursu~nt to !.his Agreement, in 
freely transferable fun<ls and in me. mannercustomat)' ror payments in lhe required currency. Where 
seUiement is by delivery (thatls, other than by payiDc:nl), such delivery will be made for rcccipt on 
the due date in tbe manner custorna;y fnr the relevant obligation unless otherwise specified in the 
relevant Confirmation or elsewbere in !his Agreement. 

(iii) f.acb ohligation of eacb party under Sc!tio~ 21a)(i) is subject to (1) t.bc condilion prcced~:nt 
lhat no Event of Dcfau!l or Pr:lrr'itial Evr.nr nf Default with rtspect to lhe other party has occurred 
<md i~ continuing, f2) tllc condttion prececlent tllat no Early Termmation Date in respect of the 
relevant Traflsacuon has occurred or heen effectively design:t!f.d and (3) each other applicable 
condition precedent specif•cd in this Agreement_ 
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''alue of lint wbicb was (ur w::>uld h:wc been) required 10 be delivered as of lhc otiginally scll~dulcd <late 
for delivery. in each ca..sc togclb<::r with (lO the extent permitted under applicable Jaw) interest, in !he currcn.:y 
of sucb amounts, from (and including) the date such IUDounu or obligation~ wereorwouiC! nave been requi1ed 
10 !lave b~cn pa1d or perfomtcll to (bUI excluding) such Early Termination Dare. at the Applicable Ratr-- Sucb 
amounts of interest will be calculated on tbe basis of daily compounding and the acruaJ number of rlays 
elapsed. The fair m;rrket value of any obligation referred to in clause (b) above shall be reasonably 
detc:rrnincd by we pany ot>llgediO make the detenninacioa under Section 6(c:) or,lf each party is so obliged, 
it shall be !he average of the Termination Currency Equivalents of tbe fair martel values reasonably 
determined \.ly boll! parties_ 

IN WITNESS WHEREOF ille parties have executed this document on lhe respective dates l>pccificd below 
wilh effect from tbe dale specified on the first page of tbts document. 

Morgan CuaTanty Trust 

. . ~~-~~~~X-'?~ .. ~:~-.~~~~-- . -...... --.- ... . 
(N:~rne of PU1y) 

By: a~. __ ;;;(:. /:3..~--~ (7-, 
Name: ROBEATL BARRETT "r 
Title: VICE PRESIDENT 
Date· 

I g 

Lehman Brothers 
Special Financing Inc . 

By: ................................... . 
Name: 
Title: 
Date: 

......... ......... 

ISDA® 1992 
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SCHEDCLE 
to the 

Mnst~r Agreement 

catecl as of December 20, 1995 

between 

Morgan Guaranty Trust 
Company of New 'iork 

! "Morgan") 

and Lehman Brothers 
Special Fin;:mc ing Inc . 
(the "Counterparty") 

Part 1 

Termination Provisions 

In this Agreement:-

(ll "Specified Entity" means: 

(a) in relation to Mor0an, not applicable; and 

(b) in rela~ion to the C8unterparty, not appli~able. 

(21 ~Specified Transaction" will nave the meaning specified in 
Sectio::l 14. 

(31 The "Cross Default" provisions of Section S(a) (v.i) wi.ll 
apply to Morgan and the Ccunterparty and for surh purpos~: 

[a) "Specified Indebtedness" will have the meaning 
specified in Section 14; 

[b) "Threshold Amount" means, with respect to Morgan, an 
amount eqnrtl t·.o l% of i.rs stockholder's equity and, 
with respect to the Counterparty and the Guarantor, 
US$40,000,000, or its e~tivalent in any other currency. 

(4 l "Termination cm:rency" means United States Dollars_ 

(5) 'J'he "Credit :<:vent Upon Mer.ger" provisions of Section 
5[b) (ivl will not apply to Morgan or the Counterparty. 

(6) The ''Automatic Early Termination" provisious of S!:c!ction 6 (a) 
will not apply tu Morgan or the C9unterparty. 

(71 For purposes of computing amounts payable on early 
termination: 
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Ia} l-1arket Quotation w.ill apply ;:o this Agreement; and 

(b) The Seconrj Method will a:Jply r_o this A9reement. 

:a) Section S(a} of tho Agreement shall be amended by adding the 
following subsecr.inn " ( ix)" th~reto: 

" ( ixl [lllinimum Capital.. Lehman 3rothers, Inc. { •·Lehman 
BroLhecs") fails to main~ain net capital in exccsG of 
tho.r. rPquir:ed cHJ calcula::ed in accordance with the 
Computation tor· Determin?.r:inn of Reserve R"'quirements 
for Broker-Dealers under Sec:ion 15 C.3-l of the Rules 
of r.he Securities J::xchange Commission, utilizing the 
Aggregate Debi:: Mer. hod." 

Part 2 

Tax Representations 

Reoresentations oE MQI9~D. 

! 1) Pc;lyer Tax Rc-o-resentation. For t-.he purpose of Section 3 (e), 
Morgan hereby m<1kes the following representation: 

(i} It is not required by any applicable law, as modified 
by the prc.ctice of any relevant governmental revenue 
auliJUcity, of any Relevant Jurisdiction to mill<:e any 
deduction or 11-1ithholding for or on account. of any Tax 
from any payment: (nt:.hPr t:han .interest under Section 
:2 (e), 6 (dl ( iil or 6 (0.)) r:.o be mi.lde by it to the 
Cm:nterparty undaT this Agreement_ In m;:tk i.ng this 
rep:resentiJt:ion, it may rely on: 

(a) the accuracy of any representations m~de by the 
counterpart.y pursuant to section 3(f); 

(b) the satisfaction of the agreement of the 
Counterparty contained in Section 4(a) (i) or 
1(a) (iii} and the accur~cy and effectiveness of 
any document provided by the Cotmterparty pursuant 
to Section 4 {a) (i) or ot (al (iii); and 

(c) the satisfaction ot the agreement of the 
Counterparty contained in Section 4(d), 

provided that it shall noL he a breach of this 
representation v1here reliance is placed on c1 ause {b) 
and the Counter-party does r1ot deliver a forrn or 
document under Section 4(a) (i.iil by reason of material 
prejudice t:o its legal or commer:d.al position. 

i I :· 
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(ii) It (A) is entering into su:::n Tr.;:~nsaction ir: the 
ordinary co'..lrse of its trade as, and is, eill:er (x/ a 
re~ngnized U.K. bank or (y) a recosniz~ri U.K. Dwops 
dealer (in eilher case ~x) or <yll, for purpose~ of thP 
United Kingdom [nland Revenue Extra Statutory 
Concession on interest and currency swaps doted March 
14, 1989), and (B) will bring into account payments 
made and received in r~spect of such Transaction in 
~om~uting its income tor United Kingdom tax purpose. 

(2) Payee Ts;\X Re[;Jresenr.at.ions. For the purpose of Section]([), 
Morgan makes the representations specified below: 

(i) It (A) is enteri.ng into such 'Transaction in the 
ordinary course of its trade as, and is, either (x) a 
recognized U.K. b~nk or (y) a recognized U.K. Ewaps 
dealer (in either ~as~ (x) or (y)), for purposes of the 
United Ki~gdom Inland Revenue Extra Statutory 
Concessio:1 on in::erest: and currency swaps dated Ma.t:cll 
lll, 1989j, and (i:ll wiLL bring into account payments 
n~~Je and received in resoect of such Transaction in 
comput.i.ng its income for-United Kingdom tax purpoa8. 

(ii) It is a banking corporation organized under the laws of 
thR Stat~ of NPw York and is not a foreign corporation 
within the meaning of Section 7701 (a) (5) of the=: United 
StateE Internal Revenue Code. 

Representations of the Cou::-tterparty 

(1) Payer Tax Represent:p.tion. For the purpose of Section J(e), 
the Counterparty hereby makes the following representation: 

It is not required by any applicable law, as modified by the 
practice of any relevant governmental revenue authority, of 
any Relevant Jurisdiction to make any deduction or 
wi.t-.hholding for or on <tccount of any Tax from any payment 
(other than interest under Section 2 (e), 6 (d} (ii) or 6 (e) l 
to be made by it to Morgan under this Agreement. In making 
this representation, i~ may rely on: 

. ! '· 

(a) the accuracy ot any representation made by Morgan 
pursuant to Section J(f); 

(b) the satisfaction of the agreement of Morgan 
contained in Section 4 (a) (i) or 4 (a} (iii} and the 
accuracy and effectivenl:!ss of any document 
provided by l4organ pursuant to Section 4 (a) (i) or 
4(a)liiil; and 

CONFIDENTIAL I~JFORMATION JPM-2004 0000349 



-4-

(c) t!Je satisfaction of the agreemer:t of r.llo.r:·gcm 
contained in Scctlun 4 fd), 

provided that it shall not be a brench of this 
representation where reliance is placed on clause (b) and 
Morgan does not·. deliver a form or document under Section 
4(a) (iii) by reason of material prejudice to its legal or 
commercial position. 

(2) Rayce Tax Representations. For the purpose of Section 3(f), 
the Counterparty makes the representation specified below: 

(i) It is a corporation organized under the laws of the 
State of Delaware. 

part 3 

Agreement to Delivel:· Documentli 

FoJ:" the purpose of Sections 4.(a) (i) and (li), E::ach pu.rty agrees 
to deliver the following documents, as applicable: 

(1) Morgan will, on demand, deliver a certificatP. (or., if 
available, t.he current. authorized signature book of Morgan) 
specifying the names, citle and specimen signatures af th~ 
persons authorizen t.o execute this Agreement and each 
Confirmation on its behalf. 

(2) The Counterpo.rtr will, on demand, deliver a certificate (or.-, 
if available, the cnrrent authorized signature book of the 
Counterparty) specifying the names, tir.le. and specimen 
signatures of the persons authorized to execut.e this 
Agreement and P-ach Confirmation on its behalf. 

Each of the for~going documents is covered by the representation 
contained in Section 3(d) oE this Agreement. 

Part 4 

MiscellanPous 

( 1) Governing La~1. This /\greement will be governed by and 
construed in accordance with the lnws of the E>tElte of New 
York without reference to choice of law do2trine. 

(2) Notices. 

(«) Tn connection with Section 12(a), all notices to Norgan 
shall, with respect to any particular Transaction. be 
Rent. to t.he address, telex number or facsimile number 

. i ·:' ,· • 
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specified in the relevant Confirmacion and any notice 
ror purposes of Sections 5 or 6 of the Agreement shall 
be sent to the address or telex number specified below: 

Morgan Gua~anty Trust Company of New York 
60 Wall Streer. 
New York, New York 10260 
A~tencion, Global Swaps 
Facsimile No.: (:2l2) 648-5922 

(b) In connection ~ith Section l2(a), all notices to the 
Councerparty shall, with respect to any particular 
Trartsac~ion, be sent to the address, telex number or 
facsimile number spe~ified in eha relevan~ Confirmation 
and any notice for purposes of S~ctions 5 or 6 of tbA 
Agreement shall be sent to the address or telex numbe~ 
specified below: 

Lehman Brother5 Special Financing Inc. 
c/o Lehman Brothers 
3 Worl~ Financial Center; 7th Floor 
New York, N~w Yo~k 1029S 
Attention: Swaps 
Facsimile No. : 212-52B-68l5 

(3: NBtting of Payments. Sub?aragraph <iil of Section 2(c) will 
not apply for the purpose o! section 2(c) with respact to 
all Transactions under this Agreement with effect from the 
date o! this Agreement. 

(·1 i O:fices; Mult:i,branch Party. For purpol!lee of Section 10: 

(a) Section lO(a) will apply; and 

(b) For the purpoce of Section lO(cl: 

(i) r-torgan is a Mult.ihranch Party and may act through 
it5 London. Ne~ York and Tokyo Offices. 

(ii) The Counterparty is not a Multibranch Party. 

(5} credit Support Document§. The ISDA Credit Suppo~t Annex in 
the form of Exhibit A ~ttached h~reto is a Credit Support 
Document ~ith respect to each party. 

The Guaranty of Lehman Brothers Holdings, Inc. (the 
"Guarantor") in the foXill of Exhibit B attached hereto is a 
credit support: Document •;~ith respect to ~he Councerparty. 

(6) credit syEport Provider- The Guarancor. 
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Part 5 

Q.kb'i'!+ __ f..rovisions 

ISDA Defini~ions. Reference is herehv made to the 1991 ISDA 
Definitions (the "L991 Definitions" l _;md the 1957. ISDA F'X 
and Currency Opho:1 Definitions (the "FX Definitions"), t)cach 
as published by the International swap Dealers Association, 
Inc., which are hereby incorporated by reference herein. 
Ally ten11s u::::ed and not othervJise defined her~in which are 
contained in the 1991 DefiniL.iuus or the FX Defj nit i.ons 
shall have tie meaning set forth therein. 

Scope of Agreement. Notwithstanding anythiug contained in 
the Agreement to the contrary, iE the parties enter into any 
Specified Transaction, such Specified Transaction shall be 
subject to, governed by and construed in accordance with the 
t.P.nns of thi:; 1\greement unless the Confirmation relating 
thereto shall specifically state co the contrary. Each such 
Specified Transaction sh~ll be a Tran8action for the 
purr,Joses of this .1\.<,lreement _ 

Inconsistency. In r.he event·. n[ ;:).ny incon1;i.8tcncy between 
any of the following documents, the relevanL document_ firsr 
listed below shall govern: (i) a Confirmation; Iii) the 
Scl1edule.: [ii.i) Ll'Je 1991 Dt=finitions or tho FX Definjtions; 
and [iv) the printed focm o[ ISDA Mauter Agreement. 

E.igh.L.o.L.S.e.tot t. i-Ii tl1out affecting the provisions ot this 
Agreement :n:!quiL irtg Lh'= c<.tlculdtioa uf certain net payment 
.:::~mo~mts, rl.ll prl.ymenu: un<'ler· thi.s l\greement shall be made 
without setoff or counterclaim and will not be snbj ecr_ r_o 
any conditions except as provided in Section 2 of this 
Agreement and e:xcept: as pro·.·ided in the following clauses 
( i l and 1 i i l : 

(i) if there is a Defaulting Party, the Non-Defaulting 
Party will have the right to setoff, counterclaim or 
withhold payment in respect of a1~ default by the 
Defaulting Pal-ty under this Agreement or any other 
agreement, whether matured or unmatured, between the 
parties, regardless in each caGe of the office or 
branch through whi~h ~ party is acting, and the Non­
Defaulting Party'8 obligations hereunder to the 
Defaulting ~arty shall be deemed to be satisfied and 
discharged to the extent of such setoff, counterclaim 
or wi thholuing; cliiU 

(ii) any obli2ation cf a Non-Defaulting Par.cy to make a 
payment to il Defaulting Pnrty hereunder shall in any 
event b(~ condir.ioned upon ;mn sllbjecr_ r:o the condition 
precedent that and shall ari9c only upon the date that 
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all indebtedness and obligations, whether matured or 
unmatured, of the Defaulting Party to the Non 
Defaulting Prtrty ~h2.-l have been paid in full_ 

(5) Calculation Agent. The Calculation Agent 1-1i 11 be Mor~an. 

(6") Waive.r uf Jucv Trial. Bach party waives, t:o the fullest 
extent per:m:i.tt~d by applic<!ble law, any right it may have to 
a trial by jury ln respect of any suit, action or proceeding 
relating to this Agreement: or any Cr.edit Support Document. 
Each parcy (i) r.ertifies thdt no representative, agent or 
attorney of the other partv or any Cn~cti.t Suppo:ct Provider 
has represented, expressly or otherwise, that ~uch other 
party would not, 1n the event of such a suit, acti.on or 
proceeding, seek to enfo::.-ce Lhe foregoing waiver and ( ii 1 
acknowledges that it and the other party have been i.nduced 
to enter into this Agreement and provide [or all}' r.redit 
Support Document, as applicable, by, among other tl1ing~, the 
mutual waivers anct ·ccrt ific;:1tions in this Sec:: ion. 

(7) Severability_ In the event any on~ nr morr nf the 
Qrovi.sions containeri in th.i.s A~eement. should be held 
invalid, illegal, or unenforceable in any respect, the 
validity, legality and enforceability of the remaining 
provisions contained herein shall not in any way be affecte~ 
or. impa:l.r-ed t.her.eby. The pa::::ties shall endeavor, in good 
faith negotiations, to replace the invalid, illegal or 
UtH:nEun..:f:able provJsions wich valid provisiong tt1c economic 
cftect of which comes as close as possible to that of Lhe 
invalid, ille~Jal o-r llnenfnrceable provisions. 
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?lease confirm your agr0.crnent to the terms a: the foregoi:1~ 
Schedule by signing below. 

o: ... 2~26e.dt 
12/19/95 

MORGAN GUARJl.KTY TRU!iT COMP ii.HY 
OF NEW YORK 

LEHMAN BROTiiERS Sl'ECil\.L PINANCHrG 
INC. 

8y: 
N.=un8~··­

Tit.le: 

CONFIDENTIAL INFORMATIOf\J 

Inlet I. lithonU 
...... lhtor· 
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(Bilatenl Fumr) (ISDA Agretmenl3 Subject to New York Law Only) 

lncemalional 3oqp and ~rlvativrs !usoc:lllioll, Inc. 

CREDIT SUPPORT ANNEX 
to d-.e Schedule to the 

................. ~l!!!~e; -~gn;e~~':'~ ................. . 

dat~d as of .. p!!~~!DP.c.r. .~o •. _1995 

between 
Morgau Guaruuty Trust Lehman Brothers 

.. ~9!l!P.a.ny_ .o.f .. N.e_~ .Y:o.:r:~ ....... . WIU ..• _S_P.~~~~~ .l?~~~t:'<;~~g. ~z:t~, ..... 

( .. Party A") ("Pany B") 

This Anntx supplemccts, forms pan of. and 1.~ subjc:ct to, the above-referenced Agreemtnt, •s part of its Schedule 
and is a Credit Support Document under this Agreemenl with respect 10 each party. 

Ac•:ordingly, tbc parties agree as follows.-

l'a:naraph I. lnterprebtion 

(a) Definitions and Inconsistency. Capitaliz.cd terms not otherwise defined herein or elsewhere in this 
Agreement have the meanings ~cified pursuant to Paragraph 12, and all references in this Annc:x to Pangroiphs 
are to Paragrapru of this Annex. In the event of 31ll' mconsisteocy between this Annex and the other provisions 
of (his Schedule, tl\is Annex will prevail, anu m the event of any inconsistency belwct:n Pangraph 13 am! the 
other provisions of this Annex, Paragraph l3 will prevail. 

(b) Stcured Party and Pledgor. All references in this Annex to the "Secured !'any" will be to either party 
wheu acting in thal l:~pac.ity and all corrcspor.ding references to the "Pledgor~ will he 10 the other party when 
acting in that capacity·, provided. however, that if Other Posted Support is held by a party 10 lhi.s Annex, all 
refo:rences herein to that pany as the Secured Pany with n:spect 10 that Other Posted Suppon will be to that party 
a.5 the beneficiary thereof and wiU not subject that suppon or thai pany as the beneficiary thereof to provisions 
of law ~ly relating to security interests and secured parties. 

l'angrapb l. Security Interest 

Eao:h party, a3 the Pledgor, hereby pledges lo 1hc othcr party, as the Secured Party, as security for its Obligillions, 
and grants 10 the Secured Party a first prioriLy continuing £eeurity interest in, lien on and righl of Set-<Jfl aga.inst 
all Posted Collateral Transferred to or received by the Secured Pany hereunder. Upon the Transfer by the Secured 
Pa•ty to the Pledgor of Posted Collateral, the security interest and lien granltd hereunder on that Posted CoUatcral 
will be released immediately and, to the extent pmsihlc, wit.hout any funher action by either pany. 
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CREDIT SUPPORT ANNEX 

t:.o the Sr.hP.cltll"' to th~ 
!'laster l>.qreement 

dated as of December 20. l99S 

Morgan Cu~rancy Trust 
Company of New York 

("Morgan") 

and Lchmu.n Brothere, 
Special Financing Inc. 
(the "Counterparty"l 

ParagL-aph 13- Elecr.ions and Variables 

(a) Securitv Interest jor "Obligations". The term "Obligations• 
as used in this Annex includes no additional obligatt?~s 
with respect to Mo~gan and the ccunterparty. 

(b) Credit Support Obligations. 

( i) Delivery Amount, Ret. urn Amount and Credi.,t;___S.upport 
Amount. 

(A) "Delivery Amount• will have the meaning specified 
in Paragraph 3\bl 

18) "Return Amount" v1ill have tl18 •n~aning specified in 
Paragraph 3 (tJ . 

(Cl "Credit Support:. Amount" will have the meaning 
specified i.n Para~rat>h 3 (b) . 

(ii) Eligible Collateral. The followiny it.ems will qualify 
as "Eligible Collateral" for the party speciE ied: 
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~!organ Crtllll!;;er- "Va.lu~tion 
party l?e rce!".t.ase:· 

(A) C.ash X X [100)% 

(B] negori.:>blc •i·2bt obli9a.L.iuus 
issued by t~e u.s. Trea~urf 
Depart~ent h~ving an 
ori.gin:;d ma::urit;;y at 
isE>u<Ju:.:e of :-aot more than 
one- y·~!lr ( "'r'n!asury Bills•) 

K K [?8)'1: 

(Cl 

(D) 

(l.) 

nego~i~blc d~b~ obligations 
issu.~rl hy r .. ~.,. U.!:;. Treasury 
Depart'l1ent having an 
origin~! m.J.t=Jri.ty at. 
is suan-=e of tnCJrP. t:h~n one 
year but no~ more thaA ten 
years ( "Trea,;ury Notc5") 

n~go:.i~bl,~ d·::bt: oi)l:i.gations 
issued l.Jy ~r.e U.S_ Trensu ry 
tJeparcment: hav1.ng ~n 
(lri.g~n"-l ma':·.ll::i:::y at 
issuan:::e cf more then ten 
years ~ "Tre;;. sury Bonds 11

) 

Oth"!r: A<:J•cll•.'f S(;'curJ.ties 
ha vin<] an or ig ina 1 rna t uri t y 
at issuanc~ cf not m0re than 
ten ye.ln;. 

Agency Secu~: it: ies having nn 
orlgtnal matUl:ity Llt 
.i,;»u<m·~-= o[ r..ore than t.an 
yt:dH:. 

X J 

[ X J 

I X J 

[ X ) 

I X J (98)~ 

[ X l (95)'.; 

I X I [99l¥> 

[ X ) [95)\ 

As used her"lin, "Agency Securities" means negoti.:.blc. d-abt 
obligation"' wh::.ch are fully gu~ranteed as to both fll:.incltJ<tl am.l 
interest by the Federal National Mortgage Association, th~ 
Govoo.t·urnent Nal1onal Mortgage Cori?oration or t:he Feder a: Home Loan 
Mortgage Corporation, but excluding (i) iut:~rest only and 
pt'incipal only securities and (iil CollatcralizedMoL·tgi'lge 
Obligations, Rn.11 !':&:tate Mortgage Investment Conduit:R i'lnd similar. 
derlvat:i'le securities. 

(iii) Q~tJ,_s_:r__~U.g_iJ::,j,g_§upport. There shall be no "O<.hcr 
Eligible Support'' for ei thcr party for purposes of 
this Annex. 

(iv) ThresholdB. 

(A; "I1Jd-=peudent Amount" means: 

(i an any date on which the Long Term Debt 
RaLing of a party (or, in the case of the 
·:::oanterparty, the Credit Support Provider) 
:.s equal to o:c higher than BBB+ (in tl1e 

CONFIDENTIAL INFORMATIO~~ JPM-2004 0000357 



- } -

case of S&P) and egual to or higher t:.an 
Ra~l (in the caoe ct Moody's), $Q; and 

( i .L l 0:1 any date on which the Long Term Debt 
Rating of a party (or, in the case of the 
Counterparty, t:he Credit Suppurt Provider.' 
is lower than RBB+ (in the case of S&P) or 
:lower th.:m Baal (in the case of Moody's) :~n 
dmoun::. calculated in accordance wirh the 
methodology se-t Eort.h in I::xhibit l, 
p:t:<,vided howevt:l:, that. in the event that: 

.11 upon the Transfer of the Independent 
Amount, the Non-Downgraded party would hold 
Po:3ted Collateral h:;~ving a value in excess 
0~ $100,000; and 

l.ii) the ExpoSJilre of the Non-Downgraded 
Pct dy to the Downgraded Party is a po~.i t ive 
nu11\hf? r; 

the obligation of thr::.Dpwngraded l:'a:rty t.o 
'l'ran!';fer such Independent Amount to the 
Non-Downqraded Party sha1l be temporarily 
s~spended for a period of scv~n r~cal 
Busi:J.ess Days (the "Negotiated Unwind 
Period'' j • 

Dur·ing the Negotiated Unwind Period, the 
t~on-Downgraded Party shall use its best 
e.ffor·ts to negotiate with the Non­
Downgraded Party to terminate or assign a 
Transaction or Transactions to reduce the 
E:xposure of the Downgraded Party to the 
Non-Downgraded Party. In the event that 
:-:he Downgraded Party shall be required to 
transfer the Independent Amoun:::. at. t:.he time 
when the ExposurP- of the Non-Downgraded 
P<:~rt.y to the Downgraded Party is a negative 
number, the Non-Downgraded Party shall use 
i.ts bc.'3t efforts t;o reduce t:oe Exposure of 
·c.he Downgraded Party to the Non-Downgrad<:!d 
Pa!ty. After the expiration of the 
Negotiated Unwind Period, the Downgraded 
P3.r·ty shall be obligated to transfer 
C'0llateral to the Non-Downgraded Party in 
a2cordance with the provisions of this 
Aq-ree:ment, vJithout. regard to this 
pt:r.~vision. 

{B) "Threshold" means, with respect to a party, the 
atnounts determined on the basis of the lower of 
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the r.ong Term Dt:bt Ratings set forth in t.h~ 
follov1ing table, prov.irls:d, huwever, thal if (i) a 
party has no I.onq Term DP-bt Rating, or (ii) an 
Event of Default has occurred and iR con~inuina 
with respect tc such party, such party's -
Threshold shall be $0: 

T::R~1 DEDT RATING THRP.SHOLC THRESHOLD 
(S.r.P I Moody's) Coun_t~r..Q~ t4orqu.n 

AAA/Aaa $SO, flO I), O(HJ sso,ooo,ooo 

AA+/Aal $qO, 000.000 !)4n,noo,ooo 

AAIAa';'. $15,000, UUfJ S35,o00,ooo 

AA-/Aa3 $25,000,000 ~25,000,000 

A+/Al $20,000,000 ~2o,coo,aco 

"A./A/. $10,Cl00,COO $10,000,000 
A-/!d $2. 500' 0()0 $2' c,oo. 000 

BBB+/Baal $1.000.000 s l_. [·00. 000 

Below BBB+/Baal $0 $0 

As used hero:.in: 

Lung T~rm Debt Rating means ::he rating assigned by 
either· S&P or Moody s to the long term, unsecured and 
unsubor-dinated indebtedness of Morqan or Lehman Brothers 
Holdings Inc., as the case may be. 

S&P means Standard & Poor s Corporation. 

Moody s means Moody s Investor Services, Inc. 

(C) "Minimum Transfer ,\mount" means, w:i.th r-espect to a 
party, $100,000, provided, however, that if an 
Event of Default has uccurred and :i.s continuing 
with respect to a party, the Minimum Transfer 
fl_mount with respect to such party shall l>e SO. 

(D) Rounding. The Delivery Amount and the Return 
Am,,unt will be rounded up and down respectively to 
the nearest integral multiple of $10,000. 
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(c/ ~Upn and Timing. 

(i) "Valuation Ag[O\nt-" meano the party making the deltland 
under Paragraph 3. 

(ii) "Valuation D<lte" means each Tuesday (or, if F.l Tuesday 
is not a l:lusines~ Day, the next succeeding day which is a 
Business !Jay) prc-v.i.dcd, however, that in the ev{;:!nt that the 
Threshold applicable to a party js $0, "Valuation D<:~.t.e" sh3.ll 
mean edch Busi~ess Day. 

(iii) "Valuation Ti.mP." means the clasP- of business in th<~ 
city of the Valuation Agent on the Valuation Date or dat~ of 
calcul~tion, as applicable; 

provided that the calculations of Value and Exposure will be 
mAde as of approximately the Aame time on the same date. 

(iv) "Not.ifi.<::dt.ioa 'Time" means no later than 1:00 p.m., New 
York t i ll'e, on a Lot:<~ l Business Day. 

!d) Conditions Prcced~.r1.t. There shn.l.l be no "Specified 
Condition" with r.espP.c:t: to either party for purposes of. this 
Annex. 

te) Sub.stitut.ion. For purposes of Paragraph 4: 

(i) "Substitution Date" has the meaning specified in 
ParagrapJt 4 ( d J ( l. l 

(f) Dispute ResoltttiQQ. 

(i) "Resolu::..ion Time" means 1:00 p.m., New York time, on the 
Local Business Day following the date on which notice ic 
given that gi.ves d.se to a dispute under Paragraph '). 

(ii) "Recalr::ulat.ion Date" means the Valuation Date that 
gives rise tc the dispute under Paragraph 5; provided, 
however, t.ha: it a subsequent Valuation Date occurs under 
Paragraph 3 prior· to the resolution of the dispute, then the 
"Recalcul~ti~n Date" means the most recent Valuation Date 
under P<'lragraph ?. , 

(iii) Value. Fm· the purpose of Paragraphs 5(i) (C! nnd 
S{ii), the Value of Posted Credit Support other rhan Cash 
will be calculated as follows: 

tAt with rezpect to any Treasury Bills, Treasury 
Notes, Treasury Bonds or Agency Securities (referred to 
herein as "Government Obligations"), the sum of (I) (x) 
the mean of the high bid and low asked prices quoted on 
such dace ~Y any principal market maker for such 
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Government Obll~at~o~s chosen by the Disputing Party, or 

(y) if no quotations are available (com a prin:::ipal 
market m~ker for suet date, the mean of such hiqh bid 
and low asi<ed prices f:!S of the day, next p~:ecer1i.ng R11:-:'n 

date, on which such quotd~ions were available, plus :11l 
the accrued interest on such Government Obligations 
(except to the extent Transferred Lo a party pursuant t~ 
any applicable provision of this Agreement or included 
in the applicable price referred ~o in (I) of this 
clause lA)) as of such daL~ 

( i v) The prov:i..'=d ons of Paragraph 5 ( il 1vi ll apply. 

{g) Holding and Us.inq Posted Coll<~.L.eral. 

(i) EligibiliLy t:u Hold Posted Collateral; Custodians. 
Morgan will be entitled to hold PnstPd Collateral pursuant to 
Paragraph 6 \b), tJ~_9.Y~9ed that the following conditions 
applicable to it are satisf~ed: 

(1) Morgan is nuL ct Defaulting Party. 

{2) The custodian is a Bank las defined in the Fedr.ral 
Deposit Insurance Act) whose Long Term Debt Rating 
is at l~ast RRR+ by S&P uc Baa3 by Moody's. 

The Counterpeo.:t:ty and its Custodian will be entitled 1.0 hole 
Posted Collateral pursuant to ?aragraph 6(bl, provid~d that 
the following conditions applicabl~ to iL Kre satisfied: 

{1) The counterparty is not a Defaultinq Party. 

{2) The Custodian is a Bank (os defined in the Federal 
Deposit Insurance Act) whose Long Term Debt Rating is ar 
least BBB+ by S&P or Baa3 by Moody'~. 

liil pse of Posted Collateral. The provisions of Paragraph 
6 (c) will apply to Morgan and r.he Counterparty. 

(h) DistributiC11\S and 1nterest Amount. 

1. i:i.l 1'ransf~r of Interest Amount. The provisions of 
Paragraph 6(d) {ii) wjll not apply. 

(l) Additional Represencations. 

None. 

::':. i. 
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IJl Other Eligibl~_Support ani_Q~her Posted Support. 

!i) "Value" shall have no meani~g with Tespc:ct lu either 
party with respect to Other Eligible Support and Other Posted 
Support. 

iii) "Transter" .shall have no meaning with respecr to ei::.her 
party with n~<~pec.:t to Other Eligible Support and Or.hPi Posted 
Support. 

(k) Dem~nds. and Notices. 

All d~m~nds, specifications and noLjces made by a p~rty to 
t::-tis Annex will be made pursuant tu Llte Notlces Section ot 
this AgreemRn~. unless otherwise specified here: 

With respecc to Morgan: 

Morgan Guaranty Trust Company of New York 
1:'.0. Box 1Gl 
60 VlCtoria Embankment 
London, EC4Y OJP 
Att~ntlon: Credit Enhancement Administration Group 
Telephont! No: 011-4471-325-51195 
Fax No: 011-~471-325-4311 

With respec: to the Count.erpan:y: 

Lehman UrothE:n> Specj<'~l F'i.nanci.ng Inc. 
c/o Lehman Brothe~s 
."3 World Financial Center; 7th Floor 
New York, New York 10285 
Attention: Swaps 
Facsimile No.: 212-528-6815 

Ill Addresses for Transfers. 

l'lith respect to Morgan: 
WiJl be suppJied on or before the date of Morgan's initial 
Trans fer here\u1der. 

\oJith respect to the Counterparty: 
W1ll be supplied on or before the date o[ the Counterparty's 
initial Transfer he~cunder. 

(m) Oth~r Provisions. 

(i) It is <1greed and understood that the collateral 
provisions agreed to by Party A and Party B a$ set forth in 
the confirmations evidencing 'l'ransact ion Reference 11386 and 
Transaction Reference 14387 are superceded and replac~d by 
the terms oE this Credit Support Annex. 
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Plea!::le confirm you:::· agreement tc the termg ot the foregoi:.g 
Paragraph J3 by Gig:.ing below. 

o .... "HJ1cl.cl~ 
12/U/95 

• ; ••• j •• ! . ' 

MORGAN GUARANTY mOST CDMPANY 
OF NEW YORK 

By: 

LEHMAN BROTHERS SPECIA~ FIN~R~:NG 
INC. 

By: 
Name: 
Title: 

COI\IFIDENTIAL INFORMATION 

heel. Wit~rell 
htcbc Dinetoi 
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Exhibit I 

TI1is document will describe the m~thodology pursuant to which the "IndejX:ndcnt 
Amount• wiU be calculated forpurposcs ofthe Credit Support Annex dated December zo, 1995 
between Morgan Guaranty Trust Company of New York and I .ehman Brother~ Special Financing 
Inc. 

Calculation of the Independent Amount is based on the standard deviation of the net 
Exposure and would determine the Independent Amount, if any, required to be Transferred on 
each Valuation Date. 

lfthe Long Term Debt Rating of a party (the "Downgraded Party~) is below BBB+ (in the 
case of S&P) or below Baa 1 (in the case ofMoody's), the Downgraded Pany will be required to 
Transfer Collateral having a Value equal to the Independent Amount to the other party. The 
Independent Amount will be twice the standard deviation of the two week change in Exposure 
using three months of data (twelve data points). The change in Exposure is defined as: 

!1Expo.sure 1 = J::.xpusure 1 - E:r:posure 1 , 

ti£q>oJt4re 2 = Expo:mre1- Exposure3, 

etr.. 

Where 6.Exposure, is the change in the net Exposure for weeki compared to week i·U, i runs 
fi·om 1 to 12, with I heing the most rcccm week and 12 the earliest week (all together. l3 week.!> 
of data are needed). As each new weekly Exposure is cnlculated, this point is added nnd the 
earliest point is dropped, creating a rolling twelve wcc.:k window. 

Ench change in Exposure in the calculation will be given a weighting that favors the more 
recent Valuation Dates. The weighting method is an "exponential weighting" ofthe form: 

I I ( I )•-t 
'2'4•""• 2 

Where n is the number of data points (i.e., 12) and the diminishing weights are applied to 
the subsequently earlier data points so that the first data point gets a weight of 1, the second point 
gets a weight of Y2, etc.: 

The Mean ll.Exposure is given by 

~ w;xllExposure, 
Mean Mxpo.~ure = ~ . 

P.l 2 

. I • ~ ,' 
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The weights. w;. are 1, 'h. 1/4, etc. The denominator is equal to the sum ofthe weights: 

The standard deviation of the two week change in exposure will be equal to the square root of 
two times the standard devation of the one week change in exposure. The standard deviation 
calculation will be 

11 w;x(Mxpo.~uri!.-Mean Mxposure)t 
O.Er:posure Standard De~·iatio11 ::-: .J2 x 2:---'---'-------'-' ___ _: __ ...e_ 

~I 2 

The Independent Amount will therefore be 

H w;x(t..Exposure;-Mean 11E:xposurP.)
2 

JnriPpendent Amount = 2 x J2 L -·--·--·- . 
I 2 

The Independent Amount shall be calculated on each Valuation Date. 

In the event that the Long Term Debt Rating of a party is h::ss than BBB (in the case of S&P) or 
Baa2 {in the cash of MooJy's). the Independent Amount will be tfm:e times the 
t\Expos11reStandard Deviation de~cribed above. 

ADDJTIONA L LANGllAGE 

The following conditions shall also apply to the calculation of the Independent Amount: 

In the event that the Mark-to-Market (MTM) of the portfolio is negative, (i.e. the Downgraded 
Party has exposure to the Non-Downgraded Party,) and the (ndependent Amount is less than the 
absolute value of the MTM amount. then the Downgraded Party does nQ1 have to post collateral 
for the Independent Amount. 

ln the event that the MTM of the portfolio is negative and the Independent Amount is greater 
than the absolute amount of the MTM, then the Downgraded Party must post collateral that is 
equal to the difference between the MTM and the Independent Amount, in addition to the MTM 
amount. 

In the event that the MTM is positive, then the Downgraded Party must post collateral for both 
the MTM amount and the Independent Amount_ 
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LEHMAN BROTHERS 

GUARANTEE Of LEHMAN BROTHERS HOLDINGS INC 

LEHMAN H1\UTHERS SPECIAl. FINANCrNG INC. (the "Countcrpruiy") and 
MORGAN GUARANTY TRUST COMPANY OF NEW YORK (''Morgan") have 
entered into a Ma..c;tcr Agreement dated as nf December 20, 1995, pursuant to whjch the 
Counterpart}· and Morgan h;we entered and/or anticipate entering into one or more 
transactions (each a "Transaction"). the Confinnation of each of which supplements, 
forms part of, and will be re.ad .tnd cons~rued ns one with, the Master Agreement 
(colltctivcly referred to as the "Agreement"). This Guarantee is a Credit Support 
Document as contemplated in the Agreement For value received, and in consideration nf 
the financial accommodation accorded to the Count~rpl1(ty by Morgltll under the 
Agr~ement. LEHMAN BROTI IERS HOLDINGS INC., a corporation organized and 
existing under th~ luw~ of the State of Dc!awruc ("Guardiltor"), hereby agree~ to the 
following: 

(a) Guarantor hereby unconditionally guarantees to Murgan the due and punctual 
payment of all amounts payable by the Counterparty under each Transaction when and llS 

the Countcrparty's obligations thercnnder shall become due and payable in accordance 
with the tcm1s of the Agreement. In case of the fnilurc of the Countcrpa11y to pay 
punctuilly llllY such amotmts. Guarantor hcrehy agree~, upon written demand by Morgan, 
to pay or cause: to be paid any :lut:h amount'i punctually when and us the same sh;J!I 
hecome du(' and payable. 

(b) Guarantor hereby agree~ tlmt its obligations under trus Guaruntcc constitute a 
guarantee of payment 1.vhen due :md not of collection. 

(c) Guarantor hereby agrees that its obligations under this Guarantee shall be 
um:onditionnl. irrespecrivc nf the validity, regula1ity or enforeeability of the Agreement 
against the Counterp•uty (other than as a r<;:sult of the unenforceability thereof against 
Morgan), the absence of any at:ti<m h) enforce the Counterparty's obligations under the 
Agn:crm:m. any waiver or consent by Morgan with respect ~o any provisions thereof, the 
entry by tht! Counte.rpnrty and Morgan into additional Transactions Ullder the A grccmcnt 
or any other circum~tance which might otherwi!'o: constitute a legal or equitable dischnrge 
or defense of a guanmtor: W:.QYi®d. however, that Guarantor shall be entitled to exercise 
any right that th~ Countcrparty could have exercised under the Agreement to cure any 
default in respect of it~ obligations under the Agreement or to setoff, counterclaim or 
withhold/aymcnt in respect uf <my Event of Default or potential Event of Default in 
respect o Morgan or ~my Aftiliak, bu\. only to the extent such right is provided to the 
Counterparry under the t\greemellt. TI1c Guarantor acknowledges that the Counterparty 
and Morgan may from time to time enter into one or more Transactions pursuant to the 
Agreement and agrees that the obligations of the Guarantor under this Guarunke will 
upon the execution of any such Transaction by the Counterparty and Morgan extend to aiJ 
such Transactions without the taking of further oction by the Guanmlur. 

(d) Guarantor sll<.~ll be subrogated to all rights of Morgan against the 
Counterparty in respect of any am,>unt:; paid by Gt~arantor pursuant to the provi~-ions of 
this Guarantee~ proYi!kd. however. that Guanmtor shall not be entitled to enforce or to 
receive any payment~ arising out of, or based upon, such right of subrogation until all 
amount<; then due and payable by the Counterparty tmder the Agreement. shall have been 
p<tid in full. 

(e) Guarantor l"unher agrees th:~t this Guarantee shall continue to be effect1ve or 
br rcinstate9 .. as th.e case may he, if at any time, payment, or any part thereo( of any 

~ r ·.• : : • • ~ / ' • • • 

r Et11'-WZ Sf\.QTtieR~ IN4; 

.\'A· Oil\. II J.l'\lA~LlAI.CtN'lt.R NEW YO(U(, NV tl)lA' 
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obligation or interest thereon is rescinded or must otherwise be rc~torcd hy Morgan upon 
an Event of lJefauh as set forth in Section S{a)(vji) ofthe Maskr Agreement affecting thr: 
Counterp;uty or Guarantor. 

(1) Guarantor hereby waives li) prumptnc:;:;, diligent:e, presentment, demand or 
payment, protest, order and, except a~ set forth in paragraph (a) hereof, notil:t: of any kim! 
in corJlection with the Agreement and this Guarantee, or (ii) any n:quircment that 
Morgan exhaust any right to take any action against the Counterparty or any other person 
prior to or contemporaneously with proceeding to exercise any right Olg<lin:>t Gwmmtor 
under this Guarantee. 

This Guarantee shall be governed by nnd con:;tnu:d in accurdance with the luws of 
the State of New York, without reference to choice of law doctrine. All capil.aliud tenns 
not defined in this Guarantee, but defined in the Agrt:euJt:ul, ~hall have the meanings 
assigned thereto in the Agreement. 

Any notice hereunder will be sufficiently given if given in accnrd:mce with the 
provisions for 11otices under the Agreement a.nd will be effective a.<: sel forth therein. All 
notices hereunder shall be delivered to Lehman Brothers I-loldings l11c., Attention: 
Trensurer, flt 200 Vesey Street, 28th Floor, New York, New York 10285 USA (Facsimile 
No. (21:') 52fi-14tl7) wif.h n copy to Lehman Brothers Special Financing lnc., Attention: 
Operations Manager at 3 World Financial Center, 7th Floor, New York. New York 
10285-0700 (Facsimile No. (212) 52R-6927) 

IN WITNESS WHEREOf. Guarantor has caused this Gurnante~;; to l.le executed in 
its corporate nam~ by it<: duly math~1rizcd officer as of the date of the Agreement. 

LEHMAN RR?!fiF.R:>HOLDTNGS INC. 

·/ / [\ . . . . . -C .. ·-~- . . ~ 
·.Y· - .. -.£-r?"- _____ ·:·.~/--·· --· .... ___ _ 

Title: :ts·; 5.·~·· 1 ···~ •• J. ,.~.- · 
~-- .... --.. 

I • i. I I I. 
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