
CONFIDENTIAL 

·ttfll\tAi~:ifRbT:li'itRs·HOLDlNGs:tNC. 
i\li11ntes pf:t~e.- llq~r:d of P.irect():r:s 

Oetoher-15, 2007 

A meeting bf the Board cif: Directors of Lehman, Broth¢ts Holdings Inc~ (~he 
''Cotppratk).n" or'<z!>Jle¢tiy~ly \llith its stibsidjaries, the ~~Firm'') \yas' held. iri the Bo~d 
Rooin, 745 S.cv.erith Avenue, 'bri October F5~. 2007, at 11:30 tLm~; pursuant to written 
notice. . . .·.· 

PRESENT- BOARD ME~lBERS 

Mt. Michael L Ain~lie 
Mr. John F. Akers 
Mr. Roger S. Berlind 
Mr. Thomas H: Cruikshank 
Ms. MarshaJohn.son Evans 
Mr. RichardS. Fqld. Jr. 
Sir Christopher Gent 
Mr. RolandA. Hernandez 
Mr. Henry Kauftrian 
Mr. John D. Macomber 

ALSO PRESENT BY INVITATION 

Ms.- Erin Callan 
MJ:; JosephM. Gregory 
. Mr: Christopher M~ O'Meara. 
l\1r~ Thomas A. Russo 
Mr. Jeffrey A .. Welikson 

APPROVAL OF MINUTES 

The first order of business was the approval of the Minutes of the Board of 
Directors meeting held on September II, 2001. Upon motiof!, dply ·1i1ad~ and seconded, 
.it wns unanimously 

RESOLYEP, that the Mini:tt¢s of the meetiM of the Board· <if 
Directors ·held on.September 11, 'io()1 are llert!by apprQved i11 fu~· (Qrm 
subtl}itted at this meeting, Mdthat a copy of such Nlinut~s be ~?laced in the 
appropriate Minute Bodk ·e1ft11eCorpotation. 
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REPORT OF THE COMPENSATION AND BBNEFffSCOMMI'fTEE 

. Mr. Aker:s~gave a report on the moniiftgts CompehsatibtT:a:qd Benet1tsrCommitte~ 
m~eting. He r~potj'ed that tlw GO.rnmittee: a9~r~:>.~Q'~ n:l\llib:~r<Qfyear:"~nl:i'gpvema,n9! 

if:;~1~€iiiE~f£tfii~l!ifi~~Ei 
fi naJized next month. . . . . . ·. 

Mr. Akers reported that the Cornl:ri'tttte began the-ptocess;(ifrevfewing proposed 
proxy :,;tat~m~nt di~los1.m~ q,n.der the newe~ec;:\!tiY~ C9U;t'PeP~~Q1l: cti,s¢JQs.tJr¢ Jlli¢S; .II¢ 
described that·the .Criit:iinittee reviet-ved a draft: af the Go~peh~ation 'biscussion ·Md 
Analysi~. whi'~h q~ccibes tl)e CQmpensa~on, :philQ~phy·:tm4 ~:ltRl~ins th~,-pl'()pe,ss and 
rationale Mhind th~CbmR)it.(ee•s pay decisions, Mt>~ets'J:toteti'-tfn}tit was'iinportitritto 
review this topic as· the: Conimittee begins to dis-cllSS the P+<l<:ess surrounding year~end 
pay decisions for the Finil's Exe~utive Officets and to d¢termme the !~vel ofinvolveihent 
in this process by the Committee's compensation consultant. 

M r_ Akers reported that the Committee discussed proposed changes to the 
treatment of prospective equity awards upon a· th~ge in control, s~ating that these 
proposed cha11g~ w~ll !mpa,ct _the ZOO? fiscal year.-eri4 eq'l;rity a.t.vard grants. fie described 
that the c\lrr®l change in. C.ontrol pr.oVisions abc;el~t'at~ "'~ti::Q'g{Q.\' i s_ign:i:tic~t1tportion of 
outstandil)g r.~~tri~ted .sJ9cK Wtit C'RSU'J. ~w#4~ (-fu'<>~e;-~l,la:ri-7~%· 4fQl<: FirffiY~ ct;~q¢J~t 
stock nricel. ·'"v&1cli coulcl ~hmificanttv .r:educ~ -retention 11ti.bn~a clianae in control. .. ~1r .. 
Akers -stated thaftbtrCm1muttee is pro'posi!1g.t,o:~en<l·tA¢d~tfuitjon}>ftb.arig~.in control 
under the eq.uity plans .to include a higher §took ac<ruimtioll threshold (increasing the 
threshold from 20% to 10%) and to delay the· ve#ing qf a:wards tmtiJ l8 months 
tbllowing the change in controL 

Mr. AkerS reported that the Committee haq b~gun to discUss year-eTid 
corr!'pensation for 2007 and. that the Committee is 'st~g this planning ,process early 
. becat)se it expects a, particu1arly ~allengin$ p~y ¥~#7 . Mi; ~e~ al~o reptiit~d Urtittlm 
Committee reviewed and :ratified R:su awatd,s ~tea to: seriiet~level new hires inJbe 
recruitinentproee~, 

REPORT OF THE AUDlT COMMITTEE 

Mr. Cruikshank rcporte4 on the September 17, 2.007 tmd October 8, 2007 Audit 
Committee Mectiitgs. He stated that at the Seprernher 17.1.001 meeting~ the Committee 
reviewed the Corpot<~tion's earnings press releas_e tor the three and nine m.orith$en~¢d 
August 31. :W07. Mr. Cruikshank r~ported that, at this·nteetl:ng~ Mt: O!.&tearn d1scussed 
the contt.·nts of the draft press-release, irtcluding a plarmt.'d a,qditton to the qr~fttll(lrwquld 
describe t:he ni;t njlductiO'n !n Fixed lnc_ome Capital M:itket:s rt}veq(les r¥.u1_t1rig fip~ 
valuation losses at'ld gains,respondingJO'areq'!lest -from-:tne:cbtnrfi,i~. He statedAhaf 
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Mr;. O'Mt;taraais() revi<::wed his; pre${!Ut.'ltion for ·lh~ pu~lic:rearnirtgs corit~~~e: eall t()A5,~~ 
held ort S'¢1Jt~mber 18th and the topiq; h~' exp¢tted t<> be ·th~ subject 6f iJtalystS' 
questions, including the valuation losses arnl gain:s in Fixed Income ~pit?.J Markets, 
<:harges associl:ned with restructuring the mprtgage business, liquidity, inark,.'fo~Irtarket 
and nOrt'-in\restmeht grade acquisition tadliti~s. Mt, Cruikshank also reported that; atthe 
September I 7th meeting, Mr, Edward Grieb, the finn's Controller,. revi~wed the ~ervice!> 
of Emsf & Young ("E&Y") pre-approved by Me CruikshiD)~ sil1ce the lastC.Omthittec 
meeting, and that there \\lete no additi0.p.al ft!¢5 r¢<tuinng Cc;mmritt~ pre~apprqv~L 

Mt. Cruikshank then reported Oil t~e ·october 8, 20fl7 meeting of the; :A"lldit 

E~:r~~.:::~~~==;~e£a~!~==~ 
Qtmfter:ly Report <m Fotm W-Q fqr tJ,le·,fisCal ttuattet·~Ii~ed Augyst 3t~ 4{)07~ and he· 
noted that they were consistent with the third quarter press .rele~ previQu~ly te:viewed 
by tl:te Committee. Mr. Ctuiksharik reported\ that Mr, Gne.b disc~sed the dhe ~jlig~ 
procedures relatirtg to the IO~Q. He repo~ed that Mr. Grieb reviewed the financial 
statements-aQ<lnot~ and MD&A .. 

,Mt; Cruikshank reportdlithat the CQ~t~ d}sCUS,s~ the QQart~r-ly R~ew 
Report to tl'!e.Audit Coiru)tittee Issued: t>Y: E&¥'~ R.¢o repor:tedth<tt no ni~te£1~ \v~esses 
in internal controt over the Finn's, financial (epoiti~clg were· noted during,E&it~s.~vi¢w, 
that thj:: report CQntained the require(! C(}rijmlini¢!11iPns hetW'eerrthe imleperidept auditors 
and the Committee under SEC rules and auditing and professional standards~ and that 
E&Y jc;gJPrj an l111111l!'llifi.-ri r.~viPw r.-nnrt nn itht· th~i-.1 ;,.;:li<lrti>r firi<>nmi>l <irnfPrrient« ll.!{r - .... __ ..,...__ ... --'"1:--··-·-- . - ~ ·--·~ ...................... ,.. -......: .... _: ........ ~ ....... .., ... _,.... ~:~-~-· !--~·· ··,~--"":-- _ _.~--~ ~-~~'!-~"' .. + ... ~ .... ~~ -*~-- .• 

Cruikshank also reported that Ms. Beth Rudotker had delivered the annual Corporate 
Audit report on its monitoring of the Pre~Approval Policy tor Independent. A.uditQr 
Services and the Hiring Policy tor Current and Former Employees • of E&Y. Mr. 
Cruikshank stated that Ms. Rudofter had reported that those policies arl! opcr~ting as 
d!!signed 1md that no i$S!;les had beep iq(!pt~fit}?·' · 

Fb"'ANCIAL UPDATE 

Mr. O'Meara reviewed the Firiil 's finanCial results tbr the month ofS~ptember 
and for the fiscal year to date. As pa11 ofsud1 review, he: discussed; among other tl'iings, 
market environment, revenues, expenses, net income, ~amings per sh§re~ return: on 
t."quity, pre-tax margiil, and the Fiim 's expensct:;. He compared the rt$ults to JtiQnthly 
averages during·2007 and to budget. Mr. 0'N1~ara,dis¢t¥ed the.pertam~an¢e ~ftne Finn 
by business U{lit and by region, and he drsb~Ssed 'the· :Ca]ertdar ye'at"'"t<:t-dat~· irtv¢Strrtent 
• bartkingf~ share of the Finrt and compa® ft in cCJl~da.r y~r 2006,. ,Mr; ()JM~ara a}so 
dis¢ussed th~ Finn's capital positiOn '{it1cludii:ig l,eV(:rilJ,'~ j:atios) ·and tl1e i'nttease m risk 
appetite usage, He provided .an· analysis. of:·C.QU1tl¢tiJQr intom1<ltiOn and di$.Cussed ·the 
resul~. ofm.emtrers of the Finn's peer ~ovp~ Mr. q:ti'Vte~m cohdudoo by pf¢sentirig ~ 
n'lonthl y tinanciai perfom1ance. trend analysis.: as .\veir ~s a.·quarterly iii)d ammi1 finru1da'! 
pt.:>rtormance trend analysis. the Board direete4·qu~tiQns to Mr,. O'M~ara, and senior 
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management regarding the Firm's petfurtttah¢e in October (ind:Udlng mark:"to'"markct 
gains and. losses), risk appehte: usage, credit market condiliOns; tile propos~ fund to 
purchase assets fi-om structured itivestntertt :vehiCles discussed irt the mtlrn,tng's ·Wall 
Street journal, and other matt~J;"S. 

_PRESENTAl'ION.ON:BUI:lJ'[)ING,·A:Sl :&~LION. C.Oi\fMQDfrlEs:BtiSJNESS 

Mr. Kaushik Amjn; dlr)ba1 He.ad a~ ~iq11id M~rkets~ defivet¢<.1 .•ti :presentation 
regarding the Firth's Glob:al Comfn:odities busil1ess. He state:xLthat in tWO. yeats, the finn 
has built a \votld class Globil •Ccm1modities busin~ss which will provide rlle 'tbu,n,!iation 
for buil:ding a $.1 billion revent(e b~iile$S by, 2010. He preseiUcil a timeline- -from :zoos", 
when the business was started, to 20i0. inchiding the key accompli$lm1ents to date and 
the_ future delivcrables to achieve the 2010: goat M:r. Amirj discussed the size and 
<:iompeti~ors of the commodities triafket; descljibing that the cOmmodities reyeiiu(i p<Jol is 
estimated at S32. billion across ·financial i-nstitutions and tion,..ftil~hciat institutions and 

·§:.~Jff~i?~~r:t~~~;f~f~~15l 
performance of che dlo\laJ: Co111m9diti¥~ p\.isiness, de5cribirig. t]l~t the b~sit'u.~~s has 
c~ted strong revenue mrirrtentum in bothdi't:'nt and trading revenues. . . . 

Mr, Amin provided a breit](dQWfi gf:~iobal Commodities revenue fur·:fiscal 2.007 

fr~~~!t~ts~~u~~~s~~:;:~,~~i:;i!::t~J!~~~iiu::~\'~:!t~~:ri;:J: 
and Einissioi~S- He also provided a breakdown of Global C~mmod.lii~s- e1llploy<;:e 
h(!adcount by office .location. Nf'ro, Amiri .di~cu5$ed the aequiSitioii ot'E~gie Energy in 
greater detail ·and desCribed that thl's a-cqn~sition signifi'carttty b:roadened the Global 
Commodities dientb~e and ~dded physit;a1 tapa:bilitiesf()rthcNO,J;th American Natural 
Gas and P<:>wer bu'>iness, incluciing matketi11'g, storage and delivery. As part of such 
discussion, Mr. Am in also describe4 planned ~?tpansion ofthe physiCal cap~biJities of the 
Global Commodities business for 2008. He qi~tussed the campetitive advantage of the· 
Global Connnodities business arising trom partneting with .the Finn's ln~estment 
13anking division and reported :that Yeat-t<rd:lte, $58 million -in revenues have been 
crt;ated in partnership wjth the lnvestment-Ba~kfug,di:V1sion. 

Mr. Amin dis~ussed s~me of *e ( leacling; :trailSactions --whiCh, the Gi~baL 
·commOdities business dosed in 200:7. ·H~ ~e$crll)~lbat th~ 'i'OPB<p~ ftlfili~ Q:l(}l)al 
Col11Qlodi~it:.>s (lus,iness is t.o ~&:.<1r¢s~iv~yi~e its ~ore: !Jttsi11ess'es \vhli .senior .bites in 
strategic locations. Mr: Amifi dest..:ribed the ptans o'ftbe'Globatc(nbmoQ'iti:es::hus:iness to 
build out its current cap$ilities. tltrC)l+gh yea,r·ertd '~0.~8 in,its'Nofih Ameiiciui Natut:il 
Gas and Po\ver, Global lnve:>ior ProductS. ~nd Metals; artd Glo"b:al Oil :anp Refined 
Products businesses. He alsq desc.ribed that additional opportunistic grb\vth•co\:t.ld come 
fron~ targeted acquisitions, through sttategies such as extending the capabilities: of Eagle 
Energy in North America, ot increasing }he phj.'$ical ca,pabiljti~ of th¢. ylob:U 
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Commodities business. Mr. Amin presented ~n antilysis of<;jlqbaJ Cortunodities revenue 
by business l'ine. and by regidl),. ihd\lding 2P07 and proj-ected 2010 .revefmes, and be· 
described that the diob:al Comniodities business has:.a rfi.versitiGd business· mix and; a 
su..<;tainaple business ·modell ' . . . 

·comm~~~i~~t~I!:~~~~;t~~~:~~~~d:$;!r:J~:i~i~i~:at~!:f: .. ~:~~~:~o:t1~ 
providing a regionrii· breakdown of pr6j~t¢(:}' ·r-everi~es.. Fie. ·dt;~ribed that Finn 
investment in the ()lQbaJ dlmtn(J(iities bu&in~~ has enabl@.rhe QU$biess ~0 grow rapidly 
and to build a fowldation for:s~aling tliebusin_ess~ Mr .. Amtnconcluii:led. by rdterating his 
cont1dence in Firm;s ability t9 l:mHd .a $1 QiHion nwen~e GI99!l(qqntmO<iities l)~fne~s· 
by 20 I 0. The Board direCted; qu~s{ions. to Mt Am1n and:·sentor'managententtegatdlng· 
the. Finn's plans. for the ~gricnttunil 'conimt~dities ~pt;Jce,. the ~lPWltofcapitiil :that W,jU ~e 
required for a $( bilii'oil ·<JJd:b~l C()tnJndtHti~ bt:tilh:t¢85., the ¢orilp'etitors irt the 
.commodities mai-ket~ tb.~··stritt~gy'behi~d the:-~eqj:iisittbn"ot Eagie.:Energy.·th~ putential 
reputational risk to ~11~ 'F1nn:(l$s~iated withthe,(fon'lt'tiodities l>U,~iriess, arid other matters. 

LEGAL UPDATE 

Mr, Russo updated the B'oard on the Uoocaltni:\.tters and on the option backdating 
matters. 

COUNTRY !l!S.K;lJPi'lA'tE· 

Ms; Jami Miscik. (}lt>b<tl Head of" Soyereign Risk ~~~gement. gave a 
presentation to the Board on Country Risk, incl!J.4ipg a dt~ussiori ,ofChina, Rtissia and 
Turkey. The Board directed questions toMs, Miscik onthe,Mrddle East. 

PR(VATE SESSION. 

Management (.other tban.Mt; F"Uid).·w~.,excus¢,, ~dJ!Je.}3oard met in -private 
SC$Sion; 

EXECUTIVE S:ESSION 

Mr. Fuld was excused and Ihe independent Directorsim::t i:n executive session. 
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~ 

There being tio ··further business to cbme b:~f()r.¢ the m~eting~ the tfteeting vias, 
upon tnotion duTy made and seconded, ~dj:Ourt'led. · 

Resp-ectfully s:ubmitted~ 

i Dl.·· .•.... ·A.· 'J .o;~ -..~(L"~}/" : v .·~·. ~ 

Jkilt~Y.·A~ ·w¢likson 
~ecretatY ofthe Meetil'l~ 
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