
LEHMAN BROTHERS HOLDINGS INC. 
Minutes of the Finance and Risk Committee 

J~llllllll)' 29, 2008 

A meeting or the Finance and Risk Committee of Lehman Brothers Holdings Inc. 
(the '·Corporation'' and collectively with its subsidiaries, the ''Finn'') was held on January 
29. ?.00)-1 at I 0:00 a.m. in the Executive Conference Room, 31 ' 1 Floor, 745 Seventh 
Ave.nu.;;·., pursuant to written noii~,;e. 

PRESENT- COMMITTEE MEMBERS 

Me-ssrs. 

Ms. 
\vir. 

Henry Kaufman (Chairman) 
John r·. Akers 
RogerS. Berlind 
!Vlarsha .lohnson Evans 
Roland A Hernanckz 

ALSO PRESENT BY INVITATION 

Ms. 
tvlessrs. 

Erin tv!. Callan 
Ian T. Lowitt 
Christopher rvl. O'Meara 
Paolo R. Tonucci 
JdTrcy A. Wclikson 

.\I'PROVAL OF !VJINU'fES 

'The first order or business was the approval of the Minutes of the meeting held on 
September II, 2007 Upon motion, duly made and sl.·conded, it was unanimously: 

RESOLVED, that the lvlinutcs of the meeting of the Finance and 
Risk Comm i ttc:c held on September 1 I, 1007. are hereby approved in the 
lorm submitted at this meeting, and that a copy of such minutes be placed 
in the appropriutc Minute Book or the Corporation. 

21Hl8 FINANCI.Al, PLAN 

!vir. ·ronucci presented an overview of the Corporation's common stock 
repurchase plan. He stated that the Corporation was requesting authorization to 
repurchase, subject Lo market conditions, up to I 00 million shares for management of the 
Corporation's equity cnpital, including to offset dilution due to employee stock plans, and 
authorization to enter into call options on shares or the C01voration's common stock in 
connection with the common stock repurcha~c plan. Mr. Tonucei noted that 1he requested 
share purchase authoriz<ltion would supersede previous share repurchase authorizations. 
Mr. Tonucci then discussl~d the projected impact in 2008 of share repurchases and equity 
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awards on equity and the Firm's equity award overhang. The Committee directed 
questions ro management regarding the announcement of rhe Corporation's share 
repurchase plan and orher matters. 

Mr. Tonucci reviewed the history of the Firm's .dividend policy, noting the 
Corporn!ion's history of strong dividend growth, consistent with a growth stock model, 
while keeping the dividend yield and the dividend pay-out ratio low. He compared the 
dividend levds, dividend growth rates, dividend pay-out ratios and dividend yields of the 
Finn and its competitors. He recommended a 13% increase in the Corporation's <mnual 
common stock clividcncl from $0.60 per share to $0.68 per share. 

1\fter discussion, upon motion duly made and seconded, ii was unanimously 

RESOLVJm, that the Finance and l~isk Committee hereby 
1·ccornrnends that the 13oard of Directors adopt the f()!lowing Common 
Stock dividend policy, clTectivc ll:.n divicle.nds payable on or af"tcr 
December I, ::?.007: thill it be the policy of the Corporation to declare and 
pay <Ill nnnual Common Stoc.k dividend or $0.6H per share (which equates 
to $0.17 per sh<1rc per quarter). 

FURTHI~H RESOLVE[), that the Finance and Risk Committee 
hereby recommends that the Board of Directors approve a Common Stock 
repurchase plan under which the Corporation may repurchase, subject t.o 
market conditions, up to I 00 mill ion shares of its Common Stock for the 
management of the ·Corporation's equity capital, including offsetting 
dilution due to employee stock awards, as proper off"icers of the 
Corporation deem necessary or advisable. This resolution shall supersede 
and replace the Commirtee's previous share repurchase resolution adopted 
on Junmry 30. 2007. 

FUllTH El< RESOLVED, that the Finance and Risk Committee 
hert~by recnmmt'ncls that the Board of Directors authorize, as pan of such 
t·,·purclwsc plan allCI subject to the limit on the numbt:r of shares which 
may he repurchased. the entry into call options on shmes of the 
Corporation's Con1mOtl Stock, as proper officers of the Corporation may 
deem advisable. 

!vir. Lowitt then presented an overview of the 2008 budget process. He provided a 
summary or the 2008 budget initially prepared in October 2007 and noted the subsequent 
revision in light of market conditions. He noted that the 2008 budget is subject to much 
uncertainty due to l!conomic and market conditions. The Committee clirccted questions to 
management about an alternative re\(Cnue scenario, the state of the credit markets, the 
Firm's commercial real estate portfolio, asset quality, and the maturity structure of the 
Firm's I iabiliries. Mr. Tonucci then proceeded to discuss various risk issues and market 
challenges. He provided a multi-year oven1iew of the composition of the Finn's net 
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assets, equity and leverage levels. Mr. Tonucci noted that the Finn's balance sheet has 
continued to grow across almost all asset classes and businesses. He also noted that vvhile 
the Firm's net levei·age increased to 16.1 x at year-end such i.ncrease is at a lesser rate than 
the peer group. i'vlr. Tonucci reported that the Firm has maintained compliance with its 
consl':rvativc funding framework despite challenging credit markets, noting that the Firm 
had record liquidity nt lisen! year-end. He discussed the Firm's sources of liquidity in 
2007 and noted thm the Corporation lwei already rnet 28'% of' its public long-term debt 

. !'uncling requirl:rncnts for the 200R !i~cal year. i'vlr. Tollueei then went on to discuss the 
coinpusition or the Firm's fair valut: <ISs<.:ts and notcclthat Level 3 asscrs have grown as a 
proportion of' the inv-:ntory oJ' the Firm. lie noted that ::;uch Level 3 assets were primarily 
.::onccntratcd in rcsickntial and commercial mortgages, in light of the reduction in market 
liquidity <lJlci pricc transparency for such assets. i\;Jr. Tonucci provided an overview of the 
\'inn's sccuritiz:llion (Ktivity levels :mel ol'thc Finn's retninecl interests. He discussed the 
slowdown in sccuritizmion activities and the resulting increases in mortgages and 
retained interests. Mr. Tonucci alsu discussed the Firm's credit ratings and also provided 
a summary of the nature or the Firm's exposure to large mono\ inc insurers, noting thar. the 
Firm was well divcrsiliecl on a risk-adjusted basis in its exposure to such insmers. 

The Committee directed questions to management regarding the composition and 
quality of the Fi1'm's assets, tbe process for determining the value of assets (including 
Level 3 assets), retained interests, asset sccuritizations and other matters. 

Mr. O'Meara then discussed the increase in the Firm's risk appetite limit. 

There bci nl!. no further business to come before the meeting, the mec:i ing was, 
upon motion duly I~HJck and seconded, adjourned. 
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.lcllrey .'\. Wclikson 
Secretary ofthe tvlecting 
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