Va, -
Y eb 7

(Multicurrency—Cross Border)

ISDA.

laternational Swap Dealers Assaciation, lac

MASTER AGREEMENT

dated as of | December 20, 1995

Morgan Guaranty lrust Lehman Brothers
_Company of New York Special Financing Ine.
have entered and/or anticipate entering 1n(o one or more ransactions {each a “Transaction™) that are or will
be governed by this Master Agreement, which includes the schedule (the “Schedule™), and the documents

and other confirming evidence (each a "Confirmaton™ exchanged between the parties confirming those
Transactions.

Accordingly, the parties agree as (otlows;—
1. Interpeetation

(a) Definitions. The terms defined in Section 14 and in the Schedule will have the meanings terein
specified fur the purposc of wis Master Agreement,

(b) Inconsistency. 1n the event ¢f any inconsistency beiwceen the provisions of the Schedule and the
other provisions of this Master Agreement, the Schedule will prevail. In the event of any inconsisteacy
between the provisions of any Cunfinnation and this Master Agrecment (including the Schedule), such
Confirmation will prevail for the purposc of the relevant Transaction.

(c} Single Agreement. All Transactions are enlered into 1n reliance oo the fact that this Master
Agreement and all Confumations form a single agreement between the parties {collecuvely referred to as
this “Agreement’™), and the parties would not otherwise enter into any Transactions.

2. Obligations

{a) General Conditions.

(i) Each party will make each payment or delivery specified in each Confumation to be made by
it, subject to the other provisions of this Agrecment.

(i1} Payments under this Agreement will be made on the duc date for value on that dacc in the place
of the accoun? specified 1n the relevant Confirmation or otherwise pursuant to this Agreement, in
freely transferabie funds and in the manner customary for paymnents in the required currency. Where
setilement s by delivery (that is, other than by payment), such delivery will be made for receipt on
the duc date in the manner customary for the relevaot obligation unless otherwise specified in the
relevant Confirmation or elsewhere in this Agreement.

{iii) Each obligation of each pany ¢ under Section 2(a)(1) is subject to (1) the condition precedent
that no Event of Default or Pofential Evear of Default with respect to the other party has occurred
and is continuing, (2) the condition precedent tiat no Early Termination Date in respect of the
relevant Transacuon bas occurred or been effectively designated and (3) each other applicable
condition precedent specified in this Agreement.

\1M\% \\QD /b 94y //2 2 095/%4 5 A
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vajue of that which was {ur would have been) required to be delivered as of We originally scheduled date
for delivery, in cach case togethes with (10 the extent pestnitied undes applicable Jaw) interest, in the curtency
of such agivunts, from (and including) the date such amounts or obligations were or would have been required
to bave been patd or performed to (hut excluding) such Early Termination Date, at the Applicable Rate. Such
amounts of interest will be calculated on the basis of daily compounding and the actua) number of days
clapsed. The fair market value of any obligation referred o in clause (b) above shall be reasonably
detcrmined by the pany obliged o make the determination under Section 6{c) or, if each party is so obliged,

it shall be the average of the Termination Currency Equivalents of the fair market values reasouably
determined by both pardes.

IN WITNESS WHEREOF ibe parties have executed this document on the respective dates specificd below
with effect from the date specified on the first page of this document.

Morgan Guaranty Trust Lehman Brothers
Company of New York Special Finaneing Inc.
(Name of Pany) {Name of Party)

By: Q)Moz/ g&m@’ 3 N TSI
Name: ROBERT L. BARRETT -
Title: . VICE PRESIDENT Title: Srvee B, Withacull

Date Date: M Divectes

18 ISDA® 1992
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SCHEDULE
to the
Master Agreement

cated as of December 20, 1995-

between
Morgan Guaranty Trust and Lehman Brothers
Company of New York Special Pinancing Inc.
{"Morgan") (the "Counterpartv")
Part 1

Termination Provigions

In this Agreement:-
{1) rvSpecified Entity" means:
(a) in relation to Morgan, not applicable; and
{b) in relation to the Counterparty, not applicable.

{2)" “Specified Transaction" will have the meaning specified in
Section 14.

(3) Thc "Cross Default” provisions of Section S5(a) {(vi) will
apply to Morgan and the Ccunterparty and for such purpose:

(a) r"Specified Indebtedness" will have the mesaning
specified in Section 14;

{b} ~Threshold Amount" means, with respect tc Morgan, an
amount equal o 3% of irs stockholder's equity and,

with respect to the Counterparty and the Guarantor,
US$40,00C,000, or its equivalent in any other currency.

(4) "Termination Currency" means United States Dollars.

(5) The "Credit Rvent Upon Merger" provisions of Section
5{b) (iv) will not apply to Morgan or the Counterparty.

(6) The "Automatic Early Termination" provisions of Section 6(a)
will not apply tu Mcrgan or the Counterparty.

(7) For purposes of computing amounts payable on early
termination:
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la} Market Quotation will apply zo this Agreement; and

(b} The Second Method will apply rta this Agreement .

18) Section 5{a) of the Agreement shall be amended by adding the
following subsection "(ix)" thereto:

“{ix} Minimum Capital.. Lehwan Brothers, Ianc. {("Lehman
Brothers"”) fails to maintain net capital in excess of
that required as calculaced in accordance with the
Compitation for Determination of Reserve Requirements
for Broker-Dealers under Section 15 C.3-i of the Rules
of rhe Securities Exchange Commission,
Aggregate Debit Method.™

utilizing the

Part 2

Tax Representations

Representations of Mgrgan

{1} Paye g vresentation. For the purpose of Section 3le),
Morgan hereby makes the following representation:

(i) 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
deducrtion or withholding for or on account of any Tax
from any payment (other rhan interest under Section
2(e), 6(d)(il1) or 6(e)) ro be made hy 1t to the
Counterparty under thie Agreement. In making this
representation, it may rely on:

(a) the accuracy of any representations made by the
counterparty pursuant to Section 3(f);

{b) the satisfaction of the agreement of the
Counterparty contained in Section 4(a) (i} or
4(a) (iii) and the accuracy and cffectiveness of
any document provided by the Counterparty pursuant
to Section 4{a) (i) or 4(a) (iii}; and

(c} the sacisfaction of the agreement of the
Counterparty contained in Section 4(d},

provided that it shall not be a breach of this
representation where reliance is placed on clause (b)
and the Counterparty does not deliver a form or
document under Section 4{a) (iii) by reason o0f material
prejudice ta its legal or commercial position.

i i
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(ii) It (A) is encering into such Transaction ir the
ordinary course of its trade as, and is, either (x) a
recognized U.K. bank or (y) a recognized U.X. swaps

dealer (in either case (x) or (y)), for purposes aof the
United Kingdom [nland Revenue Extra Statutoxry
Concession on interest and currency swaps dated March
14, 198%), and (B! will bring into account payments
made and received in respect of such Trarnsaction in
computing its income tor United Kingdom tax purpose.

Payee Tax Repregentations. For the purpose af Section 3([),
Morgan makes the representations specified below:

(i) It (A) is entering inteo such Transaction in the
ordinary course of its trade as, and is, either (x) a
recognized U.K. bank or ly) a recognized U.K. swaps
dealer {in either casc {x) or (y)), for purposes of the
United Kingdom Inland Revenue Extra Statutory
Concession on interest and currency swapa dated March
1a, 198%), and (B! will bring into account payments
made and received in respect of such Trangsaction in
computing its income for United Kingdom tax purpose.

(ii) It is a kanking corporation organized under the laws ot
the State of New York and is not a foreign corpeoration

within the meaning of Section 7701 (a) (5) of the United
States Internal Revenue Code.

Repregsentations of the Couaterparty

(1)

Payer Tax Represgentation. For the purpose of Section 3(e),
the Counterparty hereby makes the following representation:

It is not reguired by any appliicable law, as modified by the
practice of any relevant govermmental revenue authority, of
any Relevant Jurisdiction to make any deduction ox
withholding for or on account of any Tax from any payment
(other than interest under Section 2{e), 6(d) (ii) or é(e))
to be made by it to Morgan under this Agreement. In making
this representation, it may rely on:

{(a} the accuracy of any representation made by Morgan
pursuant to Section 3(f};

{b) the satisfaction of the agreement of Morgan
contained in Section 4{a) (i) or 4{a) (iii) and the
accuracy and effectiveness of any document
provided by Morgan pursuant to Section 4 (a) (i) or
4(a)(iiil); and
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(c) the satisfaction of the agreemert of Morgan

contained in Section 4{d),

provided that it shall not be a breach of this
representation where reliance is placed on clause (b) and
Morgan does not deliver a form or document under Section

4(a) (i1i1) Dby reason of material prejudice to its legal or
commercial position.

(2) Payee Tax Represgentations. For the purpose of Section 3(f),
the Counterparty makes the representation specified bzlow:
(i) It is a corporation organized undcr the laws of the
State of Deslaware.

Bart 3
Agreement to Deliver Documentsg

For the purpose of Sections 4(a){i) and (l1i), each party agrees
to deliver the feollowing documents, as applicakle:

(1) Morgan will, on demand, deliver a certificate (or, if
avajilable, the current authorized signature book of Morgan)
specifying the names, title and specimen signatures of the

persons authorized to execute this Agreement and each
Confirmation eon its behalf.

(2) The Counterparty will, on demand, deliver a certificate (or,
if available, the current authorized signature book of the
Counterparty) specifying the names, title and specimen
signatures of the persons authorized to execute this
Agreement and each Confirmation on its behalf.

Each of the foregoing documents is covered by the representation
contained in Section 3(d) of this Agreement.

Part 4
ig 20U

(1} Governing Law. This Agreement will be governed by and
construed in accordance with the laws of the State of New
York without reference to choice of law doctrine.

(2) Notices.

(a) Tn connection with Section 12(a), all noticee to Morgan
shall, with respect to any particular Transaction, be
sent to the address, telex number or facsimile numbexr

S et
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specified in the relevant Confirmatcion and any natice
for purpcses of Sections 5 or 6 of the Agreement shall
be sent to the address or telex number specified below:

Morgan Guaranty Truset Company of New York
60 Wall Strear

New York, New York 10260

Attention: Global Swaps

Facsimile No.: (212) €48-5922

(b) In comnection with Section 12(a), all noticeg to the
Councerparty shall, with respect to any particular
Transaction, be sent to the address, tslex number or
facgimile number specified in the relavant Confirmatiocn
and any notice for purpcsas of Sactiong 5 or § of the

Agreement shall be sent to the address or telex number
specified belaw:

Lehman Brothers Special Financing Inc.
¢/o Lehoman Brothers

3 Vorld FPinancial Canter; 7th Floor
New York, New York 10285

Attention: Swaps

Facaimile No.: 212-528-6815

N of P S. Subparagraph (il) of Section 2(¢) will
not apply for the purpose of Section 2(c) with raspect to
all Trangactions under this Agreement with effect from the
date of this bgreement.

0 ces; . Por purposes of Section 10:
{a} Section 10(a) will apply; andé
(b) For the puypose of Section 10(c):

(i) Morgan is a Mulkibranch Party and may act through
its London, New York and Tokyoc Offices.

{i1) The Countarparty is not a Multibranch Party.
Credit Support Documentg. The ISDA Credit Support Annex in
the form of Exhibit A attached hereto is a Credit Support
Document w~ith respect to each party.

The Guaranty of Lenman Brothers Holdings, Inc. (the
nGuarantor”) in the form of Exhibit B artachad hereto is a
Credit Support Document with respect to tLhe Counterparty.

] Provi . The Guarantor.
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Part S

Cthex Provisions

1SDA Definitions. Refersnce is hereby made to the 1991 18DR
Definitions (the "1991 Definitions") and the 1952 ISDA FX
and Currency Option NDefinitions (the "¥X Definitions®"), each
as published by the Tnternational Swap Dealers Association,
Inc., which are hereby incorporated by reference herein.

Any terms used and not otherwise defined herein which are
contained 4in the 1991 Definitions or the FX Definitions
shall have the meaning set forth therein.

Scope of Aqreement. Notwithstanding anythiug contained in
the Agreement to the contrary, if the parties enter into any
Specified Transaction, such Specified Transaction shall be
subject to, governed by and construed in accordance with the
terms of this Agreement wunless the Confirmation relating
thereto shall specifically state to the c¢entrary. Each such
Specified Transaction shall be a Transaction for the
purposes of this Agreement.

Inconsigtency. In the event of any inconsistency between
any of the following documents, the relevant document first
listed below shell govern: (1) a Confirmation; (ii) the
Schedule; {ili) Lhe 1991 Definitions or the FX Definjtions;
and {iv) the printed form of ISDA Master Agrcement.

Right of Seroff. Witchout affecting the provisions of this
Agreement requiring the calculation of certain net payment
amount.g, all payments under thigs Agreement shall be made
without setoff or counterclaim and will not be subject to
any conditions except as provided in Section 2 of this
Agreement and except as provided in the following clauses
(1) and {ii}):

(1) if there is a Defaulting Party, the Non-Defaulting
Party will have the right to setoff, counterclaim or
withhold payment in respect of any default by the
Defaulting Party under this Agreement or any other
agreement, whether macured or unmatured, between the
parties, regardless in each case of the office or
branch rhrough which a party is acting, and the Non-
Defaulting Party's cbligations hereunder to the
Defaulting Party shall be deemed to be satisfied and
discharged to the extent of such setoff, counterclaim
or withholding; and

(ii} any obligation cf a Non-Defaulting Party to make a
payment to a Déefaulting Party hereunder shall in any
event. be conditioned upon and subject ro the condition
crecedent that and shall arisc only upon the date that
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all indebtedness and cbligations, whether matured or
unmatured, of the Defaulting Party to the Non
Defaulting Party shz"1 have been paid in full.

(5) <Calculation Agent. The Calculation Agent will be Morgan.

(€) HWaiver of Jury Trial. Bach party waives, to the fullest
extenl permitted by applicable law, any right it may have to
a trial by jury in respect of any suit, action or proceeding
relating to this Agreement or any Credit Support Document .
Each party (i) certifies that no representative, agent or
attorney of the other parrty or any Credit Support Provider
hae represented, expressly or otherwise, that such other
party would not, in the event of such a suit, action or
proceeding, seek to enforce Lhe foregoing waiver and (1ii)
acknowledges that it and the ather party have been induced
to enter into this Agreement and provide for any Credit
Support Document, as applicable, by, among other things, the
mutual waivars and ¢ertifications in this Section.

{7} geverability. In the event any one or more of the
provisions conrained in this Agreement should he neld
invalid, illegal, or unenforceable in any respect, the
validity, legality and enforceability of the remaining
provisions contained herein shall not in any way be affected
or impaired thereby. The parties shall endeavor, in good
faith negotiations, to replace the invalid, illegal or
unenforceable provisions with valid provisions the cconomic
effoct of which comes as close as possible to that of Lhe
invalid, illegal or unenfarceable provisions.
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Please confirm your agreement to the terms o the foregoing
Schedule by signing below.

MORGAN GUARANTY TRUST TOMPANY
OF NEW YORK

_ ~ g
e Nahe: ATL /@/

Title: W WVICE PRES‘DEm

LEHMAN BROTHERS SPECIAL FINANCING

INC.

-

By: ) —
Name
Title: Brucs M. Witherell
Boaaging Diractor

©!...2426e.dL
12/19/9S
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(Bilateral Form) (ISDA Agreements Subject 10 New York Law Only)

ISDA.

International Swaps and Denivatives Associnion, Inc.

CREDIT SUPPORT ANNEX

to the Schedule to the

dated as of ., Pecember 20, 1995

between
Morgan Guaranty Trust Lehman Brothers
Company, of Mew York , .. ... . .. and ... Speclal Finanging Ingc., . ..
(“Party A™) {“Panty B™)

This Annex supplemeots, forms pan of, and 15 sulyect 10, the above-referenced Agreemnent, 1s part of its Schedute
and 18 a Credit Support Document under this Agreemen| with respect 10 each party.

Accordingly, the parties agree as follows.—

Paragraph 1. Interpretation

(a) Definitions and Inconmsistency. Capitalized terms not otherwise defined herein or elsewhere in this
Agreement have the meanings specified pursuant to Paragraph 12, and all references in this Annex 10 Paragraphs
are to Parageaphs of this Annex. In the event of any incansistency between this Annex and the ather provisions

of this Schedulc, this Annex will prevail, and 1n the event of any inconsistency between Paragraph 13 and the
other provisions of this Annex, Paragraph 13 will prevail.

m Secured Party and Pledgor. All references in this Annex to the "Secured Pany” will be to either parnty
when acting in thal capacity and al} comrespording references to the “Pledgor” will be 1o the other party when
acting in that capacity, provided, however, that if Other Posted Support is held by a party to this Annex, all
refizrences herein to that party as the Secured Panty with respect 1o that Other Posted Suppont will be to that party
as the bepeficiary thereof and will not subject that suppon or that party as the beneficiary thereof 10 provisions
of law generally relating to security interests and secured parties.

Paragraph 2. Security Interest

Each party, a3 the Plcdgor, hereby pledges ta the other party, as the Sccured Party, as sccurity for its Obligations, -
and grants to the Secured Party a first priority continuing security interest in, lien on and right of Set-off against
al} Posted Collateral Transferred 10 or 1eceived by the Secured Party hereunder. Upon the Transfer by the Scoured

Party to the Pledgar of Posted Collateral, the security interest and licn granted hercunder on that Posted Collatcral
will be released immediately and, to the extent possible, without any further action by either party.

Copyripghs © 194 by Inteimptional Swaps and: Danvatives Associstion, Inc.
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CREDIT SUPPORT ANNEX

co the Scheduls ta the
Master Agreement

dared as of December 20, 1995

ketween
Morgan Guaranty Trust and Lechman Breathers
Company of New York Special Financing Inc.
(*Morgan") (the "Counterparty")

Paragraph 13. Elections and Variablees

(a) Segurity Interest for "Obligations". The term "Obligations"
as used in this Annex includes no additional obligations
with respect to Morgan and the Ccunterparty. o

(b) Credit Support Obligations.

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

(A} "Delivery Amount" will have the meaning specitied
in Paragraph 3ib].

(B} “"Return Amount® will have the meaning specified in
Paragraph 3(L).

(C) "Credit Support Amount" will have the meaning
specified in Parayraph 3(b).

(1i) Bligible Collateral. The following items will qualify
ag "Eligible Collateral" for the party specified:
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Morgan Counter - "valuation
party Percertage”

(A) Cash [ x1 [ X)) [100]%

(=) nagoriable febt obligatiouns [ x] [ x) {n8]%
issued ky the U.S. Treasury
Departrent having an
original maturity at
issuance of not more than
one year (“Treasury Bills®)

(<) negotiable debt obligationa
issuad by ka» 1.5, Treasury
Departnent having an
original maturity at
issuvance of more than one
year but not more than ten
years ("Treasury Notes')

s
—
w
—

(98]%

(D) negoziable debt obligations { X} {x} (9s5)%
issued by —ha U.S. Treasury -
Department having an
ariginal mararicy at
issuance cf more then ten
yvears [(“Trescury Honds")

() Other: Agen.cy Securities { X)) [ X} [98l%
having an original maturity
at issuance cf not mere than
ten years.

Agency Securities having an [ X)) { X1 [95]1%
or:ginal maturity at

issvance of more than tan

yedrs.

As used nerein, "Agency Securities" means negotiable debt
obligations which are fully guaranteed as to both principal and
interest by the Federal National Mortgage Association, the
Government National Mortgage Corporation or the Federal Home Loan
Mortgage Corporation, but excluding (i) interest only and
principal only securities and (ii) Collatecralized Mortgage
Obligations, Raal Eatate Mortgage Investment Conduitr and similax
derivative securities.

(iii) Other ELigible Support. There shall be no "Other
Eligible Support" for either party for purposes of
this Annex.

{iv) Thresholds.
(Ar  "Independent Amount" means:
(i on any date on which the Long Term Debt
Rating of a party (or, in the case of the

Zounterparty, the Credit Support Provider)
s equal to or hicher than BBB+ {in che
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case aof €&P! and equal to or higher than
Raal (in the case cf Moody’s), $0; and

(i1) w©n any date on which the lLong Term Debt
Rating of a party (or, in the case of the
Counterparty, the Credit Support Provider:
is lower than BBB+ (in the case of S&P)} or
lower than Baal (in the case of Moody's)} an
amount calculated in accordance wirh the
methodology set forth in Exhibit 1,
provided however, that in the event that:

‘1) upon the Transfer of the Independent
Amount, the Non-Downgraded party would hold
Posted Collateral having a value in excess
of 5100,000; and

1ii) the Exposure of the Non-Downgraded

Party to the Downaraded Party is a positive
ruamhe r;

the obligation of Lhe. Downgraded party to
Transfer such Independent Amount to the
Non-Downgraded Parxrty shall be temporarily
suspended for a period of scven Local
Business Days {the "Negotiated Unwind
Period"}.

Curing the Negotiated Unwind Pariocd, the
Non-Downgraded Party shall use its best
efforts to negotiate with the Non-
Downgraded Party to terminate or assign a
Transaction oxr Transactions teo reduce the
Exposure of the Downgraded Paxty to the
Nori-Downgvaded Party. 1In the event that
~he Downgraded Party shall be required co
transfer the Independent Amount at the time
when the Exposure of the Non-Downgrared
Party to the Downgraded Party is a negative
number, the Non-Downgraded Party shall use
its best efforrs to reduce tne Exposure of
the Downgraded Party to the Non-Downgraded
Parrty. After the expiration of the
Negotiated Unwind Period, the Downgraded
Party shall be obligated to transfer
(ollateral to the Non-Downgraded Parky in
accordance with the provisions of this
Agreement, without regard to this
provision.

{BY "Threshold" means, with respect tec a party, the
anocunts determined on the basis of the lower of
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the Long tTerm Debt Ratings =set forth in ths
following table, provided, however, that if (i) a
party has no lLong Term Debkt Rating, or (ii) an
Event of NDefault has occurred and is confinuing
with respect te such party, such party’s
Threshold shall be $0:

LONG TZRM DEDT RATING THRESHOLD THRESHOLD

{S&P / Moody'’s) Counterparty . Morgan
AAR/Aaa $50, 000,000 550,000,000
AA+/Aal $40, 000,000 540,000,000
AAlARR $15, 000,000 $35, 000,000
AR-/Aa3 525,000,000 525,000,000
A+/AL 420,000,100 $20,600,0C0
R/RZ $10,000,C00 510,000,000
A-/a3 $2,500,000 $2,%00, 000
B3B+/Baal $1.000.000 $1, C00, 000

Below BBB+/Baal S0 SO

As used hersin:

[.Long Term Debt Rating means the rating assigned by
either S&P or Moody s to the long term, unsecured and
unsubordinated indebtedness of Morgah or Lehman Brothers
Holdings Inc., as the case may be.

S&P wmeans Standard & Poor s Coxporation.
Moody s means Moody 8 Investor Services, Inc.

(C) "Minimum Transfer Amount" means, with respect to a
party, $100,000, provided, however, that if an
Event of Default has occurred and is continuing
with respect to a party, the Minimum Transfer
Amount with respect tc such party shall be §0.

(D)  Rounding. The Delivery Amount and the Return

Amount will be rounded up and down respectively to
the nearest integral multiple of $£10,000.
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{c; Yaluation and Timing.
(i)  "Valuation Agent" means the party making the dewand

under Paragraph 3.

{i1) "Valuation Date" means each Tuesday (or, if a Tuesday
is not a Business Day, the next succeeding day which ig a
Business Day) provided, however, that in the event that the

Threshold applicable to a party is $0, “Valuation Date"” shall
mean each Busiress Day.

(iii) "Valuation Time" means the close of husiness in the

city of the Valuation Agent on the Valuation Date or date of
calculation, as applicable; :

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

{iv) "Notification Time" means no later than 1:00 p.wm., New
York time, on a Louval Business Day.

id) Conditiong Precedent. There shall be no "Spacified
Conditicn" with respect to either party for purposes of this

Annex .
{e) Substitution. For purposes of Paragraph 4:
(i) "Substituticn Date” has the meaning specified in

Paragraph 4 (d) (i)

(f) Digpute Resglution.

(1) "Resoluzion Time" means 1:00 p.m., New York time, on the
Local Business Day following the date on which notice is
given that gives rise to a dispute under Paragraph 5.

(ii) "Recalrulation Date" means the Valuation Date that
gives rise te¢ the dispute under Paragraph 5; provided,
however, tha:t if a gubsequent Valuation Date occurs under
Paragraph 3 prior to the resolution of the dispute, then the
"Recalculaticn Date" means the most recent Valuation Date
under Paragraph 3,

(iii) Value. For the purpose of Paragraphs S5(i) (c; and
5{ii), the Value of Posted Credit Support other than Cash
will be calculated as follows:

{Ar with respect to any Treasury Bills, Treasury
Notes, Treasury Bonds or Adgency Securities (referred to
herein as “"Government Obligations®), the sum cof (I} (x)
the mean of the high bid and low asked prices quoted on
such dace Ly any principal market maker for such
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Government Oblications chosen by the Disputing Party, or
(y) if no gquotatians are available from a principal
market maker for such date, the mean of such high bid
and low asked prices as of the day, next preceding such
date, on which such quotations were available, plus {(11)
the accrued interest on such Government Obligations
(except to the extent Transferred Lo a party pursuant to
any applicable provision of this Agreement or included
in the applicable pricc reforred ro in (I) of this
clause (A})) as of such datu

(iv) The provisions of Paragraph 5(i) will apply.
{g) Holding and lging Posted Collaleral.

(1) Eligibililty o Hold Posted Cellateral:; Custodians.
Morgan will be entitled to hold Posted Collateral pursuant to
Paragraph 6{b), provided that the following conditions

applicable to it are satisfied:

(1) Morgan is nul a Defaulting Party.

12) The Custodian is a Bank (as defined in the Federal
Deposgit Insurance Act) whose Long Perm Debt Rating
ig at least BBR+ by S&P or Baald by Moody's.

The Counterparty and its Custodian will be entitled to holc
Pogted Collateral pursuant to Paragraph 6 (b), provided that
the following conditions applicable to il are satisfied:

(1) The Counterparty is not a Defaulting Partwy.

{2) The Custodian is a Bank {as defined in the Federal
Deposit Insurance Act) whose Long Term Debt Rafing is at
least BBB+ by S&P or Baa3 by Moody's.

{ii} Use of Posted Collateral. The provisions of Paragraph
6(c) will apply to Morgan and rhe Counterparty.

{hl Distributions and Interest Amount.

(i) Interest Rate. The "Interest Rate" will be 0%.

1i.i)  Transfer of Interegt Amount. The provisions of
Paragraph 6(d) (ii} will not apply.

(1) Additional Represengations.
None .,
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(k)

(1)

(m?}
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Other Eligible Support and Qther Posted Support.

i1) "Value" shall have no meaning with respcct tou either
paxty with respect to Other Eligible Support and CGther rosted
Support.

{il) “Trarster" shall have no meaning with respecr to either

party with respect to Other Eligible Support and Other Posted
Support .

Demands _and Notices.

All demands, specifications and notices made by a party to
this Annex will be made pursuant to Lthe Notices Section ot
this Agreemant, unless otherwise specified here:

With respecr to Morgan:

Morgan Guarxanty Trust Company of New York o
P.O0. Box 161

50 Victoria Embankment

T.ondon, EC4Y OJP

ALtentlion: Credit Enhancement Administration Group
Telephone No: 011-4471-325-5495

fax NMo: 011-4471-325-4311

With respect to the Counterparty:

Lehman Brothers Special Financing Lnc.
c¢/o Lehman Brothers

3 World Financial Center; 7th Floor
New York, New York 1028%

Attention: S3waps

Facsimile No.: 212-528-6815

Addresses for Transfers.

with respecr to Morgan:

Will be supplied on or before the date of Morgan’'s initial
Transfer hereunder.

With respect to the Counterparty:
Will be supplied on or before the date of the Counterparty’s
initial Transfer hercunder.

Provisi

(i) It is agreed and understcod that the collateral
provisions agreed to by Party A and Party B as set forth in
the confirmations evidencing Transaction Reference 14386 and
Transaction Reference 14387 are superceded and replaced by
the terms of this Credit Support Annex.
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Please confirm your agreement tc the terms ot the foregoing
Paragraph 13 by cigning below.

MORGAN GUARANTY TRUST COMPANY
OF NEW YORK

.~ VKE PREGIDENT
LEEMAN BROTHERS SPECIAIL FINANTING
INC.
\-—v/’&—_’l_ .
By:
Name :
Title: .
ree Brece . Withere))
Dirsctor

Q....23274.4L
12/13/95S
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Exhibit 1

This document will describe the methodology pursuant to which the "Independent
Amount” will be calculated for purposes of the Credit Support Annex dated pecepber 20, 1995

between Morgan Guaranty Trust Company of New York and I.ehman Brothers 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.

1f the Long Term Debt Rating of a party (1he "Downgraded Party™) is below BBB+ (in the
case of S&P) or below Baal (in the case of Moody's), the Downgraded Party 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:

ALxposure, = Exposure, — Exposure,,

ALxposure, = Exposure, — Exposure,,

etc.

Where AExposure, is the change in the net Exposure for week i compared to week /41, i runs

firom 1 to 12, with ] being the most recent week and 12 the earliest week (all together, 13 weeks
of data are needed). As each new weekly Exposure is calculated, this point is added and the
carliest point is dropped, creating a rolling twelve week window.

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

sl

Where 11 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 2, etc.:

1
I
x AFxposure, X AExposure, % x AExposure, - ,(l) x AExpusure,, .
2

a

The Mean AExposure is given by

12 . ,
Mean AExposure = _“_’ﬁA_E;&Oﬁ‘iﬂ
[
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The weights, w;. are 1, %2, 1/4, etc. The denominator is equal to the sum of the weights:

i"’i:i(] )H=3-

=l Ty

The standard deviation cf the two week change in exposure will be equal 1o the square root of

two times the standard devation of the onc week change in exposure. The standard deviation
calculation will be

4. v;x (AExposure,~Mean AE. P
AExposure Standard Deviation = 2 x JZ” x(AExposure, 5 ean AExposure) ]
=l

The Independent Amount will therefore be

IZ—
Independent Amount = 2 xJ2 I
oy

wix(AExposure — Mean AExposure)’
= .

The Independent Amount shall be calculated on each Valuation Date.

In the event that the Long Termn Debt Rating of a party is lcss than BBB (in the case of S&P) or
Baa2 (in the cash of Moody's), the Independent Amount will be #ree times the
AExposure Standard Deviation described above.

ADDITIONAL LANGUAGE
The following conditions shall also apply 1o 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 pot have to post collateral
for the Independent Atmount.

In the event that the MTM of the portfolio is ncgative 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.

CONFIDENTIAL INFORMATION JPM-2004 0000365



LEHMAN BROTHERS

QUARANTEE OF LEHMAN BROTHERS HOLDINGS INC.

LEHMAN BROTHERS SPECIAL FINANCING INC. (the “Counterparty") and
MORGAN GUARANTY TRUST COMPANY OF NEW YORK (“Morgan™) have
cntered into 2 Master Agreement dated as of December 20, 1995, pursuant to which the
Counterparty and Margan have entered and/cr anticipate entering into one or morc
transactions (each a “"Transaction”), the Confinmation of each of which supplements,
forms part of, and will be read and consirued as onc with, the Master Agreement
{collectively referred to as the "Agreement”). This Guarantee is a Credit Support
Document as contemplated in the Agreement For value received, and in consideration of
the financial accommodation accorded to the Counterparty by Morgan under the
Agreement, LEHMAN BROTIIERS HOLDINGS INC,, a corporation organized and
existing under the laws of the State of Delawaie ("Guarantor®), hereby agrees to the
following:

(a) Guarantor hereby unconditionally guarantees to Murgan the due and punctual
payment of all amounts payabie by the Counterparty under each Transaction when and as
the Counterparly’s obligations thereunder shall become due and payable in accordance
with the icrms of the Agreement. In cuse of the failure of the Counterparty to pay
punctually any such amounts, Guaranlor hereby agrees, upon written demand by Morgan,
to pay or cause to be paid any such amounts punctually when and as the same shall
become duc and payable.

(b) Guarantor hereby agrees that its obligations under this Guaruniee constitute a
guarantee of paymenl when due and not of collection.

(¢) Guarantor hcreby agrees that its obligations under this Guarantee shall be
unconditional, irrespective of the validity, regularity or enforceability of the Agreement
against the Counterpurty {other than as a result of the unenforceability thereof against
Morgan), thc absence of any action to enforce the Counterparty's obligations under the
Agrecment, any waiver or consent by Morgan with respect to any provisions thereof, the
entry by the Counterparty and Morgan into additional Transactions under the A greement
or any other circumsiance which might otherwise constitute a legal or equitable discharge
or defense of a guarantor: provided, however, that Guarantor shall be entitled to exercise
any right that the Counterparty could have exercised under the Agrecment to cure any
default in respect of its obligations under the Agreement or to setoff, counterclaim or
withhold payment in respect of any Event of Default or potential Event of Delault in
respect ofp Morgan or any Aftiliale, but only to the extent such right is provided to the
Counterparty under the Agreement. The Guarantor acknowledges that the Counterparty
and Morgan may from time to time enter into one or more Transaclions pursuant 1o the
Agreemenl and agrees that the obligations of the Guarantor under this Guaranice will
upon the execution of any such Transaction by the Counterparty and Morgan extend to all
such Transactions without the taking of further nction by the Guarantor.

(d) Guatantor shall be subrogated to all nghts of Morgan against the
Counterparty in respect of any amounts pad by Guarantor pursuant to the provisions of
this Guarantee; providad, however. (that Guarantor shall not be entitled to enforce or to
receive any payments arising out of, or based upon, such right of subrogation until all
. amounts then due and payable bv the Counterparty under the Agreement. shall have been
paid in full. .

(e) Guarantor (urther agrees that this Guarantee shall continue to be effective or
be reinstated, as the case may be, if al any time, payment, or any part thereof, of any

rEMMAN SROTHERS INC
A WORLIFINANCIAL CENTER NEW YORK, NY 1028%
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obligation or interest thereon is rescinded or must otherwise be restored hy Morgan upon

an Event of Default as set forth in Scctipn S{a)vil) of the Master Agreement affecting the
Counterparty or Guarantor.

{11 Guarantor hereby waives (i) promptness, diligence, presentment, demand ot
payment, protest, order and, except as sct forth in paragraph (a) hereof, notice of any kind
in cornection with the Agreement and this Guarantee, or (i) any requirement that
Morgan exhaust any right to 1ake any action against the Counterparty or any other person

prior to or contemporaneously with proceeding to excrcise any right aganst Guarantor
under this Guarantee.

This Guatrantee shall be governed by and vonstrued in accordance with the laws of
the State of New York, without reference to choice of law doctrine.  All capitalized terms
not defined in this Guarantee, but dcfincd in the Agrectent, shall have the meanings
assignied thereto in the Agreement.

Any notice hercunder will be sufficiently given if given in accordance with the
provisions for niotices under the Agreement and will be effective as sel forth therein. All
notices hereunder shall be delivered to Lehman Brothers Holdings [nc., Attention:
Treasurer, at 200 Vesey Street, 28th Floor, New York, New York 10285 USA (Facsimile
No. (212) 526-1467) with a copy to Lehman Brothers Special Financing Inc., Attention:
Operations Manager at 3 World Financial Center, 7th Floor, New York, New York
10285-0700 (Facsimile No. (212) 528-6927)

IN WITNESS WHEREOI, Guarantar has caused this Guaraniee to be exceuted in
its corporate name by its duly authorized officer as of the date of the Agreement.

LEHMAN BR()T[IFR HOLDINGS INC.

.ﬁ: {,/,q,., RS S

I

[nlc: g
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