
LE-IIM..AN B~Ot'IfERS HOl!Pl:'NXiS LNC. 
lVHnutes of the··:Bo~rd.·ofDirecetats 

J.-un~ 19. .:zo:o·s · . '· . . 

A n1eeting, o:f: ·me B:{j~a · qf Di!reqtoi,§' pf ;J';.~hl;ri:~:ri Br@tb.er~ Ho14il!1g~: hre. (the 
"C~npor~~ion" ;or collectiv.ely ·with hs ·subsitiiatfes; ·ine :·~·Firtn"~· was hl'titl in ,tlie B0ard 
Room, 74-.5 Sev.eritli Aivel}ve~::at l2:00·p.m .. ,q-rditln::e };9, 2QQ.8~ pl:D:'S).l:antto: vvritten· ;a:{)tice~. 

PRESENT- BOARD MEMBERS 

Mr. Micha.el 1,.. Ain;s;lte 
Mr. John· F. Akers 
Mr. RogerS. Berlind 
Mr. Thomas H. Ctuiksharik 
M:s; MaF$:1~ J ~:f:in:son :EV.a'Fi·s 
Mr. Rk:hatd S. Fuldi Jr; 
Sir Christopher: Gent 
Mr. J err)1 A. Gruncllwfer 
Mr; RolandA. Hemandez (bytelephone) 
!Vir. Henry Kaufman 
!vlr. Jolin D. Macomber 

ALSO .PRESENT BY INVITATION 

Mr. Jan. T. towi:tt 
Mr. Herbert H. MQI)a,de'IH 
M.r. Thomas A. RU$SO 
Mr. Jeffr~y A. W.eJUt$qn 

APPROVAL OF MINUTES 

The first order of business was thy approval ·Qf the Minutes of the Board of 
Directors mcelings held on May 7. 200~8 and June 6, 2908. Up.on motion duly made and 
seconded. i1 was unanimou~ly 

R'JDS(ll)V£1); :tl:r.a,t the .1vii1tutes of the meetings :of tlfg Floatcl of 

~:e:: :~~i:e~:·t~is~=~~::.::·J~~;!~;:;!1~~,a:£h~~=:'~' 
placed rn th¢ ·appropriate, Mitlute e:c(?k .of·t,be:·e(,)~9fa'qtin, 
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REPORT OF THE AliD:IT COMMITTEE 

Mr. Cruik.Shanl~ reported t~a~ .the Al.lclit ·C9mmi~¢~:h~ld' a .t~le:¢J1pnic ·meeting on 
Jur1e 13,. 2008 wjth i1iiirnagement :~nid tepteseB:tati'>!.es 0f Emsf 8F Ybtwi:t;d t~yi~w ,<'md 
discuss· .in ad\@'i.~e th~ Cprppr,a:tion"s 'ear:ntm:g~ p;re&s ·releas;e f0t :tlle s.¢C~a:Q> q:uattet :~f 

~~:7!:~=!7§iii~~iii 
a1111oundemj'!nt pt¢$s r~l~~~~ ~~- :tep9J't~r4 •thas t}.1~ Committee also reviewe.cl ·:with Mr. 
L(;}"!;Vtt~ p:lams·for ·.the se0en:d c.ttmrte:t :earriingsH:ionference ·:ea:l)·. . . 

Mr. Croikhliati:k statea 'that the Comm.i:tte.~ r~¢¢ive(;l a report' fro~: M~. B~th 
Ru,dofker, (}lohaJ Head ofGor;po.rate AudJt, reg•ardinga: letrensertt to serti0r~mi:tm~'ook:rrt· 
by m1 employee ii1 the Finand:i.al :Cen:trol group r-ai-sing questiGns regar-dmg the: :J<'i.rti's: 
ac<::ourrting contro.ls and reso.ar'Ge levels. Ne·n:Oted that,·at.llie tl'¢1~ tn¢":::¢mptby¢~swfthe 
lener. a decision had .alr.eady been>'ll1'l:de ;ro: elindnatethe:ernpia~ee·s position :as pact of' 
rhe.Pim,·s May 20.08 reduct_i¢njiJ·. force. Mr. Crt'iiks11ru1k re.p9'it:e:d'1:hatth.~;Cqmmitteehas: 
direc~eo: tha•t .'alL efthe .:qitestiens···taisecl in the -tetter be 1:n:v.e.s~~~eel; an:a: tl:iat CoiPI1i:~te 

~i~!:~:·~~~~=~~~/~=;~~~r.;~:~~f~::~::~~~e:~::~;:t!~fia:~~!'i&~:t~= 
identified t-o -cia~~ or <!fe. expe~terl: and that the emplqy.ee~s area was .n¢.t. c(;)mideted a 
prittrary internal ,controL · 

REPORT OF THE NOM!NATING. AND CfJRPORATE GOVERNANCE 
COMMITTEE 

Ms. Evaps' .g~ve a repo:ri. ·oil -the mott.dn:g;·s nteeting: of th~ N.~mi:nan.ng and 

·;o~~~:~e-~~~:::~:t~h:~!:J·ti;:~i~:::!.t!;~!:~fk~~~~ei;;:;~~~:~:.:;:, 
}?oatd <mY cha;p.g~s: tp thi$ ~~~¥.: Ms. E:yans teperrt.ed that >repr.es~ntati:iles rro:rn 
Rklgew.ay Partner.s·· atteitded: the nreetfug anX\'1 re'Viewed. Wifu the 'C<nrimj:ttifi~ t:tiat~n:a:ls · 
regarding· p,qtentiai ·dke~t:o.r "Cianqidate~, · A dis¢:USSiah «mong. the. B~'ard of Oitectets 
ensued tegarding;-potenti'al director candidates. · 

SECOND QUARTEl{.RES:U"LTSOFOPERATlONS, 

. Mr. Lovvitt reviewed the Firm's •· fiitB.ncial r.esU:lt:S foY the :Se¢ond ;.cltiatt~r '¢f 2Q'GZ;: 
As pmt of su~h review; he :Qisc,ussed •. arnsn:g ,etlrer th.in:~, market e.nviT{:).finlent;.:tret·l6ss~ 
.revenues, exptms¢5, loss p~-r sM:re, cap-r1:~1 ;p:o,$~tion {ii"lgl:f.t£!ing le:<Jer~g? v~o$), a$ we.U ~s ·. 
the perfbltl,.'l;:t-n~:e- o-f· the Fim·l by b:ltSine.ss. 'UD.it and by :'1\ef;ion. '!\<k. LG:\*itt con=tpro-:ed til·~ 
rcsttlts.Jor the qwmer-'tq fu.e l!:¢~oxtd iqg;;lti~J: ·.o~ 20'07 MG/!0 th~· :ffi;r:~t qu~.er Q$ 2Q0,$~ fj.l!l~ 
he pn.wdd:e.o results f0t th~ n1onths of Matd1~April, anti May. Mt. Lowi:t.t-des~ribed the 
components of the secortd qpart~r- r~venu.e·s to ·m(1»re de~, i.nchxdil1lg an ana'1~1s: of .net 
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revenues by business unit and r.egion,shoW:ifug the impa:ct of defensive positionS,J:iri:riti'pil 
portfolios, hedg~. and m1J,r~;.to;;market adJustments ,on th:e run~rate revenQ,~s of the. 
busines!': units and regions. 

Mr~ l,;o·Wi fqJ(~sehte:a·.:.B+r~IY$es·•reg?i!~irtg i:h.e .:FiiiQi•s:-Iiq"\,lidit)l. P.ool~¥td: c~b capi(~ 
s:urplu'S:.(nClting: th¢ im.cte.as~ m the( EqUi.di:cy~pMl :from :tlfe :;en.d €!f the s.econd· q~uarter tG 
date)~ t(}rg !t¢)~i q~#~l. ~'V~ag~ r::i~k,;3;pp~tt·te· ~~ge,. ano 1(1p;g t:erm·· qgwital r.c:>.ll .. forw;:rrd. 

-~~~!~~!~ t:;a:.~::s~h!·'·;:;!;~~~·::c~~~:!~-~~t~~~~;!~~ ~:~n::~~~es::t~: .. 
expos~ to ritbrlgage ahd. ~¢t-backed see;qf!U.e$, aqq\ll:siti;qn fm~ce. :~q_t:~ ~$ta1¢:: 
held for -sale. He. also provi:d-ed an ru'lalysiS, 0£ com}letit0t inf<mnatien anll-ani:•a ml;)nfldy 
financial perfhnnance trend :anaf')[SlS; the B.oarq cfu-ec~~ ·C[Ues'l;iQns t0; ¥11-~ to·~r;ij:t;,an,cl tp 
senior management :fegardiilg·tb:e gaincmtlie Firm•s sP:Uetilred. riote li8;Bi'liti~; ~t1e· ifupae.t 
of run-rate revemw~s 011 projections. :of" rettltrt en equity, die .F-lr;n:f':s, L,ey.¢1Iti .:assets: a:nd,: 
potential changes .to these 1¢¥~1~, the Fjnn's p!~I)S.reg-ai:diJ+g l~¥4r.age: ~'¢d'.'<;ompo~i.ti$n c:>f 
assets, and poteritiar chang:es to G~M:f>" :®'fil:rjfi- would poten.tially· r-equite· G:o:mpanies: to 
bring eertail'! ass~~ .Pack onro ~h<;: b:aJ~:pc~ ·'Sh..tt~~- · 

UPDATE ON RISK 

Mr. Christopher O'M~, Global Head of Risk. Man.a_gem:ept, pt~sented an 
Update on Risk to the Board of Directors~. wh:leh in~luded a discussion 6-f the hnpact of 
de-leveraging on the Fitm. t-h~ disctlSsed theredu;ctions;in the gro:&s and netb"a:1:a-nce sheet 
in the second quarter. in adgition to th.e reductions i.n the s~on9 qo;8J:ter .in the Fitm 's. 
exposure to cammerci:al ~tnd tes-iden.iial rit0rtgag-eS:i teal es.tate, otner ,asse.t~backcil 
securities., and acquisition faQll;i:t~¢~, Mr.~ 0'Mecu:a Cles:crihed. tb<:tt over the past thr¢e 
quarters; the Firrt1o~s avera:ge risk appetl'te us.ag.e i1as retrutined.tm0hati:g~Q, :al-tltou~h the 

;;~~e:a~~~=~ f~~~it~~~~=~:··::!~!::ad~:=~~b ::St~:::~=l?~~e:~~:=~ 
quarter; alitd d@r,:~ed)"i;ttth.erfir-on) t11~·$eG:.Q:P;d"iq:\laner to ;tire ~a::d q•~;to .date. 

l\1r . .O'Meara presented infO'nnat!on feg·a:tdirtg e~p0sttre to· high. yield~ae:€J:ui:sitton 
faeilities, 1ncilu¢i~ a c];e&c,nptiol;l .pf the F~'s "ia:pg~ e11qp0sUEe~ ifr· $is ~ea a.ri4 ~, 
discussiOn of current riiarl~et and portfolio conditions. .He .. Pi.;es'entcld lnf~~ti~n 
regarding exposute to con:unetcial teal estate, inclttdmg .a ·des.c.riptl:OO iZ.l:f .ih~ Fmn's 
larg.est exposures in this area and a dis.eu.ssion ·of re-gional hal·antre sheet tr~n:(is~ i;s·wel'l ·as· 
<..:urrent lllarket and portfo·lio conditions, Mr_ O'Meara then diSGtl.S·Sed .the Ftml'S 
exposure to secvritize.d product$,.speci'fi~lly n·on':agenoy residential mgrtgag~ .exposures. 
As part of such d.is-ct!Ssion:, he presented i.nfGrriiation 1ceg;ardin,~ 'oalarrce, sheet assets ancl 
<Jss~J. t~:entis. no.:n'1tg~nGY· ~r!,sf< ·-~¥,p-o:s:ure:s anP, -~~d'ge"$,. :® well ,as cpzyer;:tt '~~k!i!t aad 
,portft)li{) cottrlitim,~s. J:Ie th¢n .<i,ts~l!s8cid -~}{p_ast-tre to tiioMJin~ arid li~Gige fufi~s (8S a 
counterpart)(], 

The Board· direete.d g:ue'StlQnsto M'r. O?Meara and senior management regar~ing:. 
the .Finn's risk appetite us:a;g~, stress testing, concentrati0n risk, ou;rnula,tive write-do-wns 
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in h~gh-yie'l9 ac,g:gisit,iQJ) f~~i:l:m:~~ tne .am~.l,llJl '0:f•y9"ttl'ro~r~i[:l,! re~ e$tate Jp .:r.~;evel flii 
assets, it:s · Archst0nc :::exp:e::sw:e,. its: h~g;i:~~ sttate·g:y a:ttd ·the· jXi·SS:ibiiity of fiitt~~e···maiiikl$t' 
di~~t.o<;~tions. evg,mt ri$l<,··~W1).lLT>J:te.vP:arzy risk, th~ rr~ns.fer. of ~s~t~ to :&3'' t.::ap(faif .l?'artJJ¢;::$.\ 
and the Firn1 's·val.uation ofassetth 

LEGAL UPDATE 

.Mr~ Russo reportedto·the Board on a· ri.ew put;ported 10h-5· class actit>n·law.s.t:tit 
and a demand letter whieh was received j;}y th:e: Finn. !:vft. R:-u;sso e:scpl~ey~ ihfl.t ·the 
demand lener asks the ·}So~d to i(i.vestig,a,te· :m~ deCide whether td: bfiiig l'egal :a<ttf:On. 
against the .Boatd ru1d s.en1'or manl$g-em:ent f~t ·@t¢ache-s:.e;ffidu~iary ~u:ty ·an~ i:wl}'-qra~e . 

. ;~:s~~~:~ ~:~:;~ -:i!~~Cot:;~i!f~!~~J::i:.;i~~;o?1:·~~~=i~:~::5:~-,~:!t!::· 
and Mr. FU!:d,c~cuse<i.himself fro~n, the rnee:til'l.g. 

Mr. Polizzo.tto des¢ri.hed tlie alle:gati:On!dntlte detiiand letter in ~~~er<'!~tailan4 
explainedth~t one r~spqil$~ wou:tcl. he for the B'oar¢: tp. del:egate to a ... ~:t(b~?oian;t~:fj;~ the 
task of lookin~f"intoftie allegations and<r:ep·otting back t6<t:he Board ofDl-r~~to~, and to. 
retain outside counsel t0 as~l$1: in ·the tn.ve-stigation. He described that: ~d;¢r -D'.elawar~ 
law, speaking hypothetically, iftl~e Boaid \v'ere to co_rte:Iude that after investigating the 
Leers set forth in the letter~ th¢:re was n'O b-'!Sis t0 charge-or dis:ciplme manag~me:nt, o.r to 
otherv-.>ise 1:ake le~l qClion ~against itself and management, that that. deGision would be 
r.eviewecii by the- .Del:aware: .C~ot:ittS: artd.et the· business judgment tole, i.e.; a. law$uit ·wo,uld 
. be alJow,~d Jcrq:~_wc~ed o,nty. i1f:p:laintiffs cou'Ld .. ~ll~.g¢ faet$ i!ldiS{a:sif;lg. tlf'?t ~he: ~a,r(>i acteti 
in bad :fa:ith of' witl1o.ut <;o'rld.ueti'fiig a :reaosonabie ihvest~gatien·. Mr. ·Bei-iltiottb ~:stated that 

~::~:cl:=o:!i!~!;~:i~~=~~i~~:.m::~:~:!";TVC:i,~~~~~:@~l:'~f:!~~~ · 
that the. subco.ni1'hittee sMu1d -intet\dew ,and retain outsid:e eo:mJ:S¢L, ·and lie. distii.fb.u:ted 
biegra.phical infO:rn:tatio~- of mo ]~·0t~ntiaJ o:utside .counsel :ean-cli9at~s·to fp'e ~t:i~'M.e. 
members. Mr. Pol'izzqtto, Jvk Lowit~. Mt. McDade;. an:d :Mr. W.eHkson were··,ex:-eused~ at 
which ti.me Mr. Fold ·r-ettlrned· to the· meeting for the rep0rt of the C:~nnpen~±ion and 
Bend1ts Committee. 

Mr. Akers :gave a: t~pert ori:the 'Ga~pensati:On ·and Be:nefitS Committee ;meeting 
held that moming. atr~d Gn acti0ntake1rr by the<Co.mmitteeby un~mous ""':rltten omrs~nt in 
May. 

PRIVATE SESSlON 

Mr. Russo was excused:, ahd the Beard -met in priVate session. 
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h<Ir. Ftild was excused ·and the rron-maria~eilient. Drreetors m:i!t iii e·Xec'Uti¥e . . . . . : . ·'.. .· :··,. ·' . --~- ,· .... •. ·.·; ' 

session. 

There being. no further b~$ihe&s to eome befl'>r~ the rp::e,~ting, tn¢:: l):f¢J#i~· Vl,$~ 
upon motimi duly made.and seconded, adjourned. 
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