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Confidential 
Green Objectives in Response to Situation 

Principles Underlying Game Plan 

+ Take Green's viability off the table 

- Loss realization 

- Business mix 

- Ratings 

+ Utilize stronger assets and capital sources to accomplish above objectives-- with prudence 

- Real interest in IMD could generate capital -- balance against desire to maintain connection with Green 

- Real interest from investors who want to participate in the solution -- balance against dilutive impacts 

+ Re-focus and right size each line of business and overhead 

+ Story must be compelling to investors and employees 

- Must believe that Green is focused on right issues, and will be clean and well positioned for value creation and 

growth once initiatives are executed 
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Game Plan 

1. Pursue CRE Spin-off 

Preliminary estimate is that Spin Co will require ~$[9. 6]B of equity (including Archstone) 

• Capitalization ofSpinCo: $[9.6]B of equity, $[21.6]B of debt 

2. Sell U.K. residential mortgages 

Estimated pre-tax loss of $0.5B 

3. Minimize other residential mortgage losses 

4. Sell 50-100%(1) interest in IMD at $[6]B total valuationC2) 

If partial interest, structure security such that: 

• Show to select private buyers 

• Parties also play in CRE spin-off 

5. "Club Deal" on sale of new common ($[1.5]B) (purchase contract for common or convertible preferred)Cl) 

Bring over the wall 

Explain SpinCo, residential exposure and employee plan 

6. Reduce balance sheet, downsize corporate and some front office 

Modest downsize 

7. New employee grants 

8. Senior management buys $[150]m of secondary shares post-announcement 

1. Size of sales dependent on amount of equity hole created by residential mortgage, CRE and other losses. 
2. Valuation excludes private equity businesses, high net worth and JCG. 
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Assumptions -Pre-Spin of CRE 

Standalone Assumptions: 

+ $3 0 0 billion of CRE writedowns over the third and fourth quarters 

- $10 0 billion in the third quarter and $2 0 0 billion in the fourth quarter 

+ Sell $500 billion ofCRE at fair market value over the third and fourth quarters 

+ $1.2 billion restructuring charge in fourth quarter 2008 relating to headcount reduction 

- Includes $100 billion of severance costs ( ~$600 million RSUs and $400 million cash) and $180 million ofNPE 
one-time charges 

+ $005 billion of balance sheet reduction costs over the third and fourth quarters 

- $0.2 billion in the third quarter and $003 billion in the second quarter 

Third Quarter 2008 Initiatives: 

+ $13 0 0 billion sale of residential mortgages sold for a pre-tax loss of $3 0 0 billion 

- Assume income neutral 

+ Sell 100% stake in IMD for $6 0 0 billion in cash on August 31, 2008 

- $10 7 billion after-tax gain, assuming a book basis of $3.2 billion and a 40% tax rate on the gain 

- Lose $3 billion of goodwill associated with IMD 

- Assumes 405% pre-tax ROA on after-tax sale proceeds 

+ Green issues $10 5 billion of common equivalents at end of third quarter to target a 12 0 Ox net leverage ratio at end of 
fourth quarter 

- Convertible preferred will convert into Green common shares immediately post CRE-spin the fourth quarter 

- Assumes 405% pre-tax ROA on after-tax proceeds 
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Spin-off Analysis Assumptions 

+ At time of spin, $31.2 billion of CRE assets on Green's balance sheet backed by $25.6 billion of debt at LIB OR+ 200 

bps and $5.6 billion of equity 

+ Pre-spin, CRE expected to earn $400 million of net revenues and $49 million of net income in 2009 

+ Green spins newly created CRE subsidiary to shareholders on November 30, 2008 

+ CRE SpinCo financed with $21.6 billion of debt and $9.6 billion of equity 

+ Green provides debt financing to CRE Spin Co at LIBOR + 300 bps 

+ $1.5 billion common equivalents issued in the third quarter converts into common stock immediately post -spin 
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Preliminary Summary Timeline 

~Atd6:ii~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ ..................................................................................................................................................................................... 

Commercial Real Estate 

Asset evaluation and selection 

Finalize indicative capital structure and discuss with E&Y 

Green, S&C and E& Y review transaction with SEC 
Meeting with Rating Agencies to discuss proposed transaction 

Comfort with expected Form 10 financial reporting and indicative capital structure 

Being to take steps necessary to execute spin-off 

Announce Plans to Spin-off CRE (distribution likely in 4-6 months) 

Investment Management Division (l) 

Prepare marketing materials 

Contact potential investors and sign NDA's 

Investor due diligence and management discussions I presentations 

Receive bid letters and select potential investors to continue in process 

Negotiate key terms and agreements 

Announce Sale of IMD 

Capital Raise 

Determine appropriate structure and draft term sheet 

Contact potential investors and sign NDA's 

Negotiate terms with investors 

Announce I Execute Capital Raise 
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1. Timeline represents accelerated limited auction process. May conduct parallel process for one or two entities that have high likelihood of delivering comprehensive solve for Green. 

LEHMAN BROTHER.S 

FOIA CONFIDENTIAL TREATMENT REQUESTED BY 

LEHMAN BROTHERS HOLDINGS, INC. 

6 

LBEX-DOCID 612664 


