LEHMAN BROTHERS HOLDINGS ING.
Minut the Baard of Directors

~ Qétober 15, 2007

Rcom 745 s«.venth Avenue ol October 13 '?007 at 11 30 am pursuant té wmt‘évn
notice.

PRESENT - BOARD MEMBERS

Mr. Michael L. Ainslie
Mr. John F. Akers

Mr. Roger S. Berlind-

Mr. Thomas H: Cruikshank
Ms. Marsha Johnson Bvans
Mr. Richard S. Fuld, Jr.

Sir Christoplier Gent

Mr. Roland A. Hemandez
Mr. Henry Kaufiman

Mr. John D. Macomber

ALSO PRESENT BY INVITATION

Ms. Erin Calldn

Mr. Joseph M. Gregory

Mr: Chustopher’vl O*Meara.
Mr. Thomas A. Russo.

Mr. Jeffrey A, Welikson

APPROVAL OF MINUTES

The first order of business was the ;ipprova‘l" of the Minutes of the Bﬁard of
Directors meeting held on September 11, 2007. Upon motion, duly made and seconded,
At was unaninmously

RESOLVED, that the Minutes of the meeting of thc Board- of
Directors ‘held on. September 11, 2007 are hereby Jppraved in the form
submitted at this meeting, and that 4 copy of such Minutes be plaued in the
appropriate Mimite Book of the:Corparation.
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‘because it expects a particularly challenging pay y

REPORT ~0F-‘TH?E_COME‘ENSM‘;QN .AND BENEFITS COMMITTEE

meetmg He :
and adnmustra

ﬁ,nal;zed ncx; mtmkh-.

Mr. Akers reported that the Co:nmnttee began fhe: process' 5t rewcwmg proposed
proxy statement-disclosure under the new. e Ompen: Ly . He
descnbed that the Comm ttee rewewcd a dra

ratxonale behmd thc;Cﬁm \ d that:
review this topic as the:Committee beoms to diseuss the process surroundmg year-end
pay decisions for the Firm’s Executive Offi tcers and to détermirie the level of involveinient
in this process by the Committee’s compensation consultant,

Mr. Akers reported that the Commiittee discussed proposed clianges to the
treatment of prospective equity awards upon a change in control, stating that these
proposed changes will impact the 2007 fiseal- year-end eqmt' award grants Hc dcscnbcd

undcr the eqmty plans o mcludc a h:gher stock acq sition thrcsheid (mcreasmo the
threshold from 20% fe 70%) and to dc]ay the vesting of awards until 18 mouths.
following ihie chiarige in conirol.

W Akers reported that the Cormmittee had begqun to discuss year-end
compensation for 2007 and. that the Commitiee s starmx_ this plaﬂmng process early

Commmee reviewed and vatified RSU- awards grante
recrul tment process.

REPORT OF THE AUDIT COMMITTEE

Mr. Cruikshank reported on the September 17, 2007 and October §,.2007 Audit
Committee Meetiftgs. He stated that at the Septernbér 17, 2007 ‘meeting. the Comminee
reviewed the Corporation’s earnings press release for the three and nine months: ended
August 31, 2007. Mr. Cruikshank reported that, at this- me:,tmg, M. Q*Meara discussed
the contents of the draft press release, mcludmg a-planped addition to the draft that would
describe the net reduction in Fixed Income Capitdl M § reveénues resuilmg i}
valuation Tosses and gains, responding 0°& requast: fromthe' ] ‘ at
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Mr: O"Meara:also reviewed his presentation for the publiceamings conference cafl tobe:
hdd on September 18" ‘and the topxcs heﬁ ‘xpected to- be the subje - of

charges assocwated mth rcst"uumnng the mortgage bucmass hqmdlty, ma,_ ,
and non-mvcstmem grade acquisition facilities. Mr. Cruikshank also reported that; at the
Si.ptcmbu' 1? meetm Mr_ Eciwa_r,d G,n_e_b ;he an__ s Cont_relie_r,,re\f}ew;;d the services:

erterly Repart cm Form lO-Q 'f )t 1h

noted that they were consistent with the third gu . .

by the Committee. Mr. Cruikshank repmted that Mr. Gneb dlscussed the dug it
procedures relating to the 10-Q. He. reported that Mr. Gricb reviewed the ﬁnancxal

statements and: notm and MD&A.

in mtemal centrol over the Firm’s ﬁnancml
that the report contained the required soming
and the Cemmiftec under SEC rules and audis
E&Y issued an unqualified review report on lthe third
Cruikshank also reported that Ms. Beth Rudotker had delivered the annual Corporite
Audit report on its monitoring of the Pre-Approval Policy for Independent Auditor
Services and the Hiring Policy for Cuirent and Former Emp]oyees of E&Y. Mr.
Cruikshank stated that Ms Rudofker had reported that those policies are operating as

designed and that no issues had been 1dennﬁed

and ‘professional standards and that
Finr fnnqqnl _cmrf-mgnre N{’r

e

FINANCIAL UPDATE

Mr. O"Meara reviewed the Firm's ﬁnancml résults for the. month ‘of September
and for the fiscal year to date. As part of such review, he discussed, -among other things,
market environment, revenues, expenses, net income, eamfings per shére, rétum. on

equity, pre-tax margin, and the Firm’s expenses. Hé compared the results to monthly
"\ieara -d cussed (he pcrtomxance of the an.

aver ages dnrmﬂ 2007 and to budget Mr O'_

appwte
ncludcd by prescntmg a .

momh] ¥ ﬁriancmi ptfrfommance trénd- anaiyms, as weu. as a (jixfirtcrly and annual financial
performance trend analysis, The Board directed questions to-Mr.. O*Meara and. senior.
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mahagement regarding the Firm’s perfarmance in October (including mark-tosmarket
gains and losses), risk appetite usage, credit markét conditions, the proposed fuiid to
purchase assets. from strictured investment \Cthl&,S discussed in the morning’s Wall
Street Journal, and other matters.

BRESENTATION ON BUILDING-AS1 *B[LL!ON cmmenmss BbsmEss

Mr. Kaushik Amin; Glghal Head- of Liquid . Markets, ch ‘A presentation

regarding the Firm’s Global Commodmes busiitess. He: stated that in two. years, the Firm
has built a world class Global Commodities business which will: -provide the foundation
for building a $1 billion revenue business by.2010. He presented a timeling front 2003,
wheri the business was started, to 2010, including the key accomplishments to date and
the future deliverables to achievé the 2010° goal. Mr. Amin discussed the size and
compomors of the commodmes market descmbma that the cemmodxtaes revenue pool is

an,d _Emnss_sm)_s- He dlso: prowdad a b {
headcount by office location. Mr. Amin d ,
greater defail and desciibed that this acq sition 51gu1ﬁcantly bmadened t"hc Glooal
Comimedities client base and added physu:a' capabilities: for thie North American Natural
Gas aid Power business, including marketing, storage and delivery. As-part of such
discussion, Mr. Amin also described planned expansion of the physical capabilities. of the
Global Commodities business for 2008, He discussed the competitive advantage of the
Global Cormnoditiés business aﬁsing from partnering with the Firm’s Investment

Banking division and reported that year-to-date, $58 million -in. revenues have been

greated in partinership with-the lnvestment. Bankmv division.

Mr \mm du.\,u»ed some, of th lcadmg

_ pl “Glof
'budd out its current capab:htzcs through year-end . 2008 if. ltS Notth Ame cdn \‘atuml
Gas and Power, Global Investor Products and Metals, and Global ‘Oil and Refined

Products businesses. He also described that additional opportinistic growth-could come
from targeted acquisitions, through sirategies- ‘such as extending the capabilities of bagle
Energy in North America, or increasing jthe physical capabilities of ‘the: Global
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COUNTRY RISK UPDA ._E

,S(‘,SSIOG

Commoditics business. Mr. Amin presented an analysis of ‘Global Commioditiés revenue
by business line and by region,. including 2007 .and proj ed 2010 reveriues, and he
described that the Global Commiadities bus‘mcss hasa diversmed buginess mix and @
sustainable business model: :

Mr. Amin-then presented a breakdo
‘Commodities. busines i
providing 2 regional Lo}
investment in the: Global Commodmes busmess haa enab =
and to build a foundation for:sealing the business. Mr. A
«confidence in Firm’s ability to buxld a$l bﬂhan revenne'
by 2010. The Board dxrected quesuons to My
the- an 3 plzms for the ag

xeputanoml nsk ta the Firny: aasoctated with: thc commedttx €ss; and other matters

LEGAL UPDATE

Mr. Russo updated the Board on the lf’noc’al matters and on the -optiOn;backdﬁt’ing

matters.,

‘i

Ms. Jami stmk, Global Head ot Sovereign Risk Management gave a

presentation to the Board on Country Risk, including a discussion of China, Russia.and
Turkey. The Board directed questions to Ms. Miscik on the-Middle East.

PRIVATE SESSION

EXECUTIVE SESSION

Mr. Fuld was excused and the independent Directors mel in executive session.
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: ;
There being no - further business to come beforg ihie meeting, the meeting was,
upon motion duly made and seconded, adjourned..

Respectfully submitted,

l Yoy A Edlikases

ctary ofithe Meeting. -
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