LEHMAN BROTHERS HOLDINGS INC.

Minutes of the Board of Directors
November 8, 2007

A mcctme of the Board of Directors of L ehman Brothers Holdmgs_ i
“Corporation” or collectively with its mbmdxanes the “Birm’ ") was held in

Room of 745 Seventh: Avenue, on November 8; 209? at12:00.:noon, - pursuant;to Wm_teﬁi
Hotice..

PRESENT - BOARD MEMBERS

Mr. Michael L. Ainslie

Mr. Roger'S. Berlind

Mr. Thomas H. Cruikshank
Ms. Marsha Johnson Evans:
Sir Chinstopher Gent.

M. Roland A. Flernandez
Mr. Henry Kaufman

‘Mr. Iehn. D). Macomber

ABSENT - BOARD MEMBERS

Mr. John F. Akers

ALSO PRESENT BY INVITATION

Ms. Erin' M. Callan

Mr. Joseph-M. Gregory

Mr. Christopher M: O'Meara
Mr. Thonias A. Russo

Mr, Jeffrey A. Welikson

A]’PROVALGFE\QTNUTES

The first ofder of business was the approval of the Minutes of the Board of
Directors meeting held on October 15, 2007. Upen motion duly made and secondéd, it -
was unanimously

RESOLVED, that the Minutes of the meeting of the Board of
Directors held on Oclober 15, 2007 are hereby appioved in the form
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subrhitted at this- rieeting, and {hat 2 copy. of such Migutes be: placed:in the
appropriate Minute Book of the Cor poration, :

THE NOi\ﬂhATING AND CORPORATE. ‘GOVERNANCE

Ms. BEvans reported on the moniing’s meeting of the Nominating and. Ccrporate
Governance Committee. She noted that the Committee completed its annual review of
~compliarice with its charfer and that no deficiencies were- noted. Ms. Evans stated that
the Committée' condiicted its annual self-evaluation. She also reported ‘that the
Committee received a presentation from Mr. Russo on the Firm’s Operating Exposures
Committee and a briefing by Mr. Russo on the stockhiolder proposals received by the
Firm for inclusion in the 2008 proxy: statement. Ms. Evans also-noted that Mr. Russo
wouid be dxmxssxnv the stockholder proposals mth the ,jl 'Board later in the: meeung

to the Board af D:rectors and a dxscussxou regardmg suich ates ‘e cnsued

REPORT OF THE COMPENSATION AND BENEFITS COMMITTEE

Mr. Mécomber régorted on the morhing’s Compensation and Benefits Committee
meumg: He described that the Committee reviewed and approv: red. amendments to thé
Firm’s Supplemerital Retiremerit Plan and outstanding stock awards to eomply-with US:
tax code. changes-under. Internal Revenue Code Section 4094, He:also- reported that the
Committee is recommending that the Board of Directors approve rélated amendments to-
the Firm’s eiquity plans. Mr. Muacomber referenced miaterials regarding these
amendments which were distributed to the Board of Dircétors for feview in advance of
the meeting and asked if the Direciors had any questions regardmg these materials. Mr.
‘Macomber summarized: that Section 409A governs:deferred compensation and restricts
when deferred compensation; including restricted. stock units, may be delivered, and that
the Firm is required to amend the Firm’s outstandmg eqmty awards to comply with
Section 409A. Mr, Macomber also reported that, in conniection with its review of award
delivery terms, theé Commmce is recommending changes to prospective awards as well.
After: dlscussmn. upan ‘motion duly made and secended; it was unanimously resolved that

WHEREAS, the Compensation: and Benefits: Committee (the
“Committee™) of the Corporation has approved ant ecormmentled to the
Corporation’s Board of ‘Directors the adoption of {i) the amended and
restated form- of the Corporation™s 2005 Stoc e Plan-(the “2003
SI1P™):in the form attachied hereto as Exliibit A an certain amendments-
to the Corporation’s 1994 Management Owngrship Plan, 1996
Management Ownership Plan, 1999 Neuberger Bernian fuc. Lono Term
Incentive Plan:(the “LTIP*) and Employee I_nc_cmwe,l’lan “it1s therefore

)
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RB‘SOLVED that ‘the Board of °
amended and restated form of the 2005:SIP in
Exhibit A, with such changes or .alterations ther : 1
Corporanon may, in their sole -discretion, reasonably determine are
necessary or dcsimb}e to. fulfillthe irtention of: these resolations.

FURTHER. RESOLVED, that each of the Corporation’s 1994
Management Ownership Plan; 1996 Management Ownerskip Plan, 1999
Neuberger Berman Inc. LTIP-and Employee Incentive Planbe and hereby
is, amended to (i) provide thet.the defined terin “Change-in €ot

urposes of each sticli plan shall alse include an event that co
Change in Control under Section 2(g) of the 2005 SIP as.ait
testated in the iminediately preceding resolution (and in the.caseé
LTIP, to provide that with respect to- awards granted under the. | TIP aﬁer
November 8, 2007, the ferm “Change in Control” shall be solely as
defined under such Section 2(g) of the 2005 SIP) and (i) include a new
section substantially in the form attached hereto as Exhibit B regarding
compliance with Section 409A of the Internal Revenue Code.

FURTHER RESOLVED, that the officers of the Corporation be,
and they hereby are, awthorized and directed to. take such furtber afchon
with .respect to. the foregoing plans and programs inghic
lithitation, preparma and distzibut gaward agreerments
making, ad)usunems Jor, amounts due the Corporation
recipient, and executing such further:documents and faking such Further
action as they may, with the advise of counsel, deem. necessary: o

desirable 1o cairy ()ut: the purpose and intent of the foregoing res
or to comply with law: aid with: respect to those awards which are snbjea
to the laws of any foreign:jurisdiction, the officers of the Corporation are
each hereby authorized and directed to détermine the- form. of awards to
cmployeeq who are. perscna]iv rt,sxdmg outsrde the Umted States and to

desttable to ccxrry out the purpose and intent o:f the foregomg resoluhons
-and to achieve tax- efficiency and to comply with the provisions of any
relevant local law or regulations in those: territories, provided such-actions
do not result in an incremental material cost to the Corporation,,

Mr. Macomber reported that the Committee reviewed and approved the 2007

bonus pool and the year-end -stock award program. He: stated that the -Commitice
approved a Firm-wide bonus pool for 2007 which, logether witli-all other <0

nsation.
does not exceed 49.8% of the Firm’snet rey

and benefits expenses for 20

year-end equity awards. He stated that the Gommitiee-estimates that-awar
fiscal 2007 will total approximatély 53 million shares; compared 6 45 mill

-granted for
on-shares for
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fiscal 2006. Mr. Macomber reported that the: Committee expéets that the Firn will have:

a-shortfall of shares for the equily award program-for fiscal 2008 year-end,, dcpendmg on

compensation levels and stock price appreciation, and that-the Committee is giving
careful consideration to alternative solutions. Mr. Macomber also reported that ‘the
Commiittée discussed using performance restrictéd stock units (or somie othiér form of

equity award inplace of an option award) for fiscal 2007 year-end awards 1o members of
the Executive Committee.

REPORT OFTHEAUDIT COMMITTEE

Mr. Cruikshank reported on the merning’s Audit Comimittee: .meeting; He

described that-the Committee reviewed ‘and approved the audit, andit-related; tax and -

other services of Ernst & Young ("E&Y”). in accordance with the: Commiittee’s Pre-
Approval Policy for Indépendent Auditor Services. Mr. Cruikshank reéported. that the
Committee approved additional audit fees of $250,000, bringing total audit fees for the:
year to $21,950,000, compared to $19,685,000 for fiscal 2006. He then summarized the
E&Y “report provided to the Commmcc b}f Mr. Williamh Schlich of B&Y. Mr.

‘Cruikshank reported that E&Y is: on target to: completc its -‘year-end ‘work, and that
additional argas of E&Y foeu

siven ilie eredit-cycle include Téveraged lodns, mortgage
whole loans; mortgage related hedges, reai estate; collatenyed loan. obligations, municipal
‘bonds, and sfructured notes.

Mr Cruxkshank reported that Ms. Beth. Rudoﬂ.er Global Head of L,orporau,
Audit, .gave the semi-annual report on Corporate Audit to the Comuittee. He. Feported
that Corporate Audit noted no material weaknesses during the reporiing period, and that
Corporate Audit is spending time. across risk and businesses largely as planned, with'a
focus in the ateas of greatest risk and materiality. Mr. Ciuikshank also summarized the

<semx-annua1 report on Comphance a(,muy prcscnted 10 Ihc. Commmoe by M Davrd

Ms. Radofker and Mr DeMnro foklowxng Ihﬂ Commmee meetmg

FINANCIAL UPDATE

. Mr. @' Meara reviewed the Fiam’s finangial results for the month of Octeber and
tor the fiscalyear to date. As part of such: réview,; he diséussed; among other things,
market. environient, revenues, expenses, net income, earnings per share, returm on
equity,. prestax nsargin; .and the Firm's. expenses. He compared ‘the. résulfs to- ‘monthly
averages -during 2007 and 1o budget, and he presented year-to-date performance
111fonnanon compared to budget and to'2006. Mr, O’Meara: descnbcd ‘the. pérformance of
the Firin by business unit and by region. Mr. O’Meara also discussed the Firm’s capital
positien (including leverage ratios) and the increase in risk appetite-usage. He provided
an analysis of competitor information and discussed the results of the F im’s competitors.
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the Firni’s. Fixed Incomc Division; gave a presentation to thé Board of Dire

M. O"Meara concluded by presénting a mémhlv financial perfoiiance trend ana lysis; as:

wellas a quarterly and anriual financial- pcrformanu:, frend-atialysis.

CREDIT MARKET UPDATE

Mr. Alex Kirk, Me. Peter Hornick, and M. Charles Spero, Managing Directors in:
LS
regarding, the Firm’s exposure to asset-backed scourities (“ABS™) collaterized debt

obligations (*CDO™). Mr. Kirk stated that there are two kéy réssons why the Finn has’

suceesstully navwated the difficult ABS environment of 2007: the Fimm has been
predominantly net short the market within ABS CDO’s, and the Firm has been a sntaller

player in the ABS CDO market due to its business model of distributing all parts of the

capital structure.

Mr. Kirk stated that the Fiom’s ABS CDO. business is. highly: coordinated. amund
risk, structuring, and distribution, and he discussed its: risk management and busiiie:

practices. Mr. Spero deseribed that the Firm’s ABS CDO. desk became: concernied miate )

2006 about excessive valiations-in ABS CDOs-and began o position itself accordingly:
He discussed the trading strategies used to minimize the Firm’s: ABS CDO exposure. Mr:
Spero also analyzed the Firm’s current ABS CDO-risk position and presented.an analysis
of the Firm’s ABS CDO risk position from June 2006 until the present.

Mr. Hornick next described the Firm’s operating prineiples in the ABS CDO
muarket, which included stmtegles 1o disfribute; not retain, risk, He presented an analysis:
of 2006-2"?007 :
issuance during period was $11 billion, or a 3.1 perceiit 1

st share. M. Hornick

compred the Fimi’s structuring practices to those of a competitor, explaining that the-

Firm’s superior structures contributed to its distribution business model. He presented.
additional. analysis of 2006-2007 ABS CDO issuance by underwriter, including an.
estimate of pro;ccted losses due to CDOs. The Board of Directors directed qnestxons to
the presenters regarding the Firm’s hedging strategy in the ABS: €DO market, the Firm’s
perspective oir the models used by the ratings agencies for.the ABS CDO market, the
cuirent state of the: ABS CDO market, and the prospeets for the ABS CDO market:

TAKEQVER DEFENSE UPDATE

Mz, Mark G Shafir, Global Head of Mergers: ami Acquisitions, presented a
Takeover Defense Updatc {o the Board. of Directors. Mr. Shafir commenced by
presenting a situation review and vulnerability assessinent -of the takeover risk 1o the
Firm. As part of the situation review, Mr. Shafir feviewed the Firm's performance and
valuzgtion. He described that the number and success rate of activist campaigns is on the
rise due tolow barriers to entry, minimal downside risk, and- high réturns. Mr. Shafir also
reported that strategic acquxsltzon activity in the Firm’s industry has not been hostile,
although pressure tactics- can be applied short of a public offer. Mr. Shafir reviewed

wh
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mergers that have occurred in the mdusrry, concludmg that setior migrgers: have.
performed poorly Mr. Shafirthen assessed the Finm’s vulnerablhty to takeover sk, He.
reviewed the Firm’s shareliolder base and strugtural prot . Shafir noted” thit
shares held by employees-and the RSU trust ‘approximate 21% of the vote\-of ‘the Firm’s-
comimon stock;

Mi. Shafir procceded 1o provide recommendations based on this analysis. He
discussed that preparation i§ key to responding to a hostile approaah and he -described.
that this preparation should include the following: an updated stand-alone business plan;
active Board dialogue rega
’acqmsltmns (“M&A ) environment, and structura} defenses, (o

'.abxhly to Pay, dnd actmst developments and zm on-call takwvér de ense team. He:

stated that the Firm’s goal should be to avoid. unwanted attention: through' continued
business and stock price perforr_n_ance, but to be prepared for an unsolicited approach.
Mr. Shafir reviewed the Firm’s performance and provided an analysis of certain:
performance metrics demongstrating that the Firm has outperformed: its- peers -over time,
He presented an analysis of the market’s perspective of the Firm comipared to its peers; as
well as a valuation analysis of'the Firm'’s stock. '

Mr. Shafir then discussed the rise of shareholder activism, He described that the
severity of sharcholder tactics is incréasing, and he xeported that over 60% of host‘ &
gases are sucegsshul : m gettmtz madagenment. 10 a(,quz e to: demanids. .
discussed the factors intiuencing this rise in sharchoider activism, mcluamg the
tremendous growth of hedge funds, low barriers to entry, high sensitivity regarding
corporate governance, and a lack of structural defenses to shareholder activism. He
described the typical shareholder aclivist objectives and their lmphcauons for the Firm.
Mr. Shafir then provided a vecent histery ‘of sharcholder activism in financial-services
companies. He also discussed the current ownership of the Firmn.

Mr. Shafir then analyzed potential strategic suitofs; the strcng,rh of the sirategic

rationale for edch, and-theif a .h't'y to ;pay He also d;scussed pnor transacnons in the
financial services industry, noti { :
due to significant cultural d : .
thien discussed the Firm takeover defenses. He descnbed a continuum of hostllc tactics
used in a strategic offer or activist campaign, Mr. Shafir discussed strategic takeover
-defenses and.presented-a comparative analysis of the Firm’s strategic defenses relative 10
its peers. Mr. Shafirnoted that the primary defense againsi a proxy contest is a classified
Board of Directors, and he discussed the defensive implications for the Firm of not
having a classified Board. As part of his discussion of the Firm’s strategic defenses, Mr,
Shafir also described the impact of the voting of the RSU fnist. He then- rccommended
measures that the Finn should undertake:regularly to ensure. thatits. stzatcm deteuses are
opmmnd The Board of Directors directed questions to managenient” re

Fim’s pcrjormanu the Firni's stock, aind-other matters.
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AMF‘NDN!E NTOF BY-LAWQ

Mr. Russo referenced materials which were distributed o the Board: of Dxrectors
for review in advance of the meetmg and reiterated the recommendation contained in the
nraterials that the Firm amend its By-Laws to clarify that the Corporation’s stock ¢an be
represented by urnicertificated shares. Mr. Russo ‘stated that ‘these amendments v»ere

'discussxon upon miotion du i

mtendad to ensure the an S. comphance with a NYSE reqmnment that-,

anid Scconded 1t was unanimous y tesolve that:

WHEREAS; the Board. has deterimined that it is-advisable:and in:
the best.interests of the Corporation. and its stockholders to amend the~

Corporation’s Amended and Restated By-Laws (the “By-Laws”

that the provisions thereof relating to stock certificates. and nncem ated
shares are consistent. with. the requirements of .the: Direct Registration

System; 1t'is therefore:
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.surrendered to the Cerporanon

RESOLVED, that Section 1 and Section 4-of Article V1 £ the By-

Laws shall be deleted and shall be replaccd with the following:

Section 1. Fonn of Certificate: Uncemﬁc'xted Shares. The shates

-of the: Corpemtmn shall be represented by certificates, pruwucu

that the Board of Ditectors ‘may provide by resolution or
resolutions ihat seme or all of any or all classes or series of its
stock may. be uncertificited shares. Any such resolution shall Aot
apply to shares represerited by a certificate until such certificat
Every holder of sto

the name of the Corporatmn ’(1)' by the
o] i qan of the Board, the
Presxdent ot any V1 & President and. (i) by the Treasurer or an
Assistant Treasurer of .the Seciétaty orf an' Assistafit ‘Secretaty,
representing. the humber of shares registered in certificate form.
Except as otherwise provided by Jaw or these By-Laws, the rights.
and obligatiolis ‘o; ‘the: ha!dcrs of uncertificated shares and the.
nght:, and < the holders ‘of ‘certificates. representing;
stock-of The'same ¢ ass,, sid:séries shall be identical.

Scction 4. Trapsfers. Stock of the Corporation shall be
transferablé in the manner prescnbed by law and in these By-
Laws, Transférs of stock ‘shall be made on the books of ‘the
Corporation only by the holder of récord or by such person's
attorney duly -authorized, and upon the surrender of properly
endorsed certificates for a like number of shares (or, with réspect
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. take any actions relating to such: enr
- Corpotation’s- participation in the Direct Registration Systen and thatany

to uncertificated shares, by delwery of duly i exéetited instruétions

or in-any other manner perxmttcd by applicable law).

FURTHER RESOLVED, that' shares of capnal stock of the
Corporation may be .issued. wertificated form in accordance with

. Section 158 of the Gerieral Corﬁofz;ﬁon.- Law of ‘the State 6f Delaware;
provided that the foregoing:shall not ap

1o shares. of capital stock of the
Cotporation outstanding and current
such certificate is surrendered for tmnsfer or otherwise to the Corporanon

FURTHER RESOLVED that'the Corporation be, and hereby is,
autherized to enroll and pqmclpate in the Direct Registration System, and

that the officers and agents of the Corporation, inchiding the Corporation's

transfer agent(s), be, and each of them hereby is, authorized and
empowered to take all action necessary to-enroll the Corporation .ini the
Direct Registration System and, to't ullestéxtent permitted by law, to
nent or in connection with the

and all actions of such officers and ‘apents in’ connection therewith are

‘hereby approved, adopted, ratified and-confitmed.

FUR’I‘H&R RESOLVED that the off' cers of 1he Corpozauon be

such-acts and thxngs, to execute, file, deliveror rcwrd in the name and on
behalf of the Coxporanon all such certificates, instrurhents, -agréerents or
other documents and to make :all such Payments as they, in ‘their
judgment, or in the judgment of- any .one. or more of them, may deem
necessary, advisable or appropriate i order to carry out the purpose and.
intent of, or consummate the transactions contemplated by, the foregoing
resolutions and/or all of the transactions contemplated therein or thereby,
the authorization therefor to be conclusively evidenced by the taking of
such.action or the execution and delivery-of such-certificates, instruments;
agreements or documents.

UPDATE ON ANNUAL MEETING

Mr. Russo discussed thie gefieral plans for the 2008 Annual Meefing of
Stockholders and noted that a further updite:on the Annual Meeting would be provided at
the January 2008 meeting of the Board of Directors. Upon motion duly made and
seconded, it was unanimously

BY LEHMAN BROTHERS HOLDINGS INC.
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Al}an S kaplan Aud: tormm al 745 Seventh Ax enue i
New York, New York or such otherlocation as the: Cthnan shall
determine; and

FURTHER RESOLVED, that the Corporation hereby declares:
that the record datefor stockholders entitled’ 16 no -to vote atthe
Annual Meeting shall beFebruary 15, 2008 or'suich other date as:the
Chanman shall detéimine.

Mr. Russo discussed the three stockholder proposals received for inclusion in the
Firm’s 2008 proxy statement. He reported. that Mrs. Evelyn Y. Davis submitted a
stockholder proposal which requests a detailed description of poliﬁcal contributions made
by the Fimn, including initial publication of this information in major newspapers,
followed by its disclosure in the annual report to stockliolders in subsequent years. Mr.
Russo reported that the Firm received this proposal from Mrs. Davis last year, and it

‘Teceived a 4.3% “for” vote at the Firmy’s 2007 Annual Meeting of Stockholders Mr.

Russo also stated that proposals regarding disclosure of political contributions: avenued a
21.4% “for” vote in the 2007 proxy scason.

Mr. Russo then diseussed & proposal subinitted by
Welfare & Annuity Funds which requests that the Board
to sharcholders a report dlscussmg the Finn's potential |
the. mortgaoc securities-erisis. Mr. Russo noted that since this isa new proposa! thcre i
no voting history. He reported that the Firm plans to request no-action relief from the
SEC to perinit the Firm to-exclude this proposal from.the proxy-statement, on ‘the basis

iitral Laborers’” Pension,
ctors-prepare and: provxdc.

that the proposal relates to the Fim’s ordinary business opetations, and that there is:a

good chance the Firmwill bé successful in its requést.

M. Russo reported | that a. proposal-was submitted by the Free-Enterprise Action
Fund which requests: that the Board of Directors prepare.an Env;ronrﬁemal Sustainability

Report. Mr. Russo described that the intent of the proposal is net to support

environmerital initiatives: he stated that the proponeiits dispute the finding that human
emissions of greenhouse gases.cause global climate change and thieir proposal suggests
that the Firm’s climate change activities are based on eironeous information. Mr. Russo
stated that the Firm believes that the SEC.may require inclusion of this proposal in the
proxy statement, on the basis that the propoesal relates {o the Firm’s-position on a social
policy issue more than-it relatés to thie Firm’s ordinary business/operations.

. _
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LEGAL UPDATE

Mr. Russo stated that, in connection with'the fiscal year-end equity award grauits,
the Firm-is required to file a registration statemient under the Securities Act of 1933
vovering the additional shares of common stock available for grant under the 2005 Stock
incemlve Pian Mr Rusqo referenced materials which had beemr dxstnbuted for revnew in

, under the See

limited other coment M usSO requestcd thatzthe Dxrectors executc the mgnatmc page.
for the registration Statemeiit.

Mr. Russo alse provided the Board with an update on. the Unogcal matter and
reponed on a request from the New. York State. Attorney General régaiding the Finii's
transactions with another finaneial institution as part of an investigation into allegations

that the other financial institution pressured -appraisers to violate home appraiser
independence laws.

BOARDOF DIRECTORS SELF-ASSESSMENT

The Boaird of Directors reviewed and discussed the composite document

contdining the Directors’ responses to the Board of Directors: eelf-evaluatxon
questionnaife.

PRIVATE SESSTON

Management (other than Mr. Fuld) was excused, and.the Board met in private
-session. :

There bting no further business to come before the meeting, the megting was,
. upon motion duly'madé and seconded, adjourned:

Respectfully submitted,

Sulley A ik,
Jeffrey A. Welikson
Secretary of the Meeting,

10 -
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Exhibit A

LEHMAN BROTHERS HOLDINGS ING.

2005 STOCK INCENTIVE PLAN

15 Purpose.ofthe Plan

“The puriose-of the Plan is to aid the.Company and its: Affiliatés:in: feciuiting-and 1éaining smployées;
-directors and consnitants and to-motivate. ‘employees dirgetors and Sonsiiltants 1o axert:their best
“efforts ‘on behalf of the Compariy .dnd its Affiiates' by providing incéntives throigh the granting of
-Awards. The Companyexpects. thiat it Will benéfit from the added intérest: which Such einployées,

directors -and consultants will have in fhe welfare of the Company as a result of their proprictary
interest inthe Company's success.

Delinitions

“The following eapitalized serms uséd in thé Plan have the respeciive meanings set forth o this Section:

(a) “et” means The Securities Exchiaiige Act of 1934, 48 dimended; or any-sucééssor. theréto.

{b) ‘%jflmie” means any emity ‘that-is tonsolidated svith the Company for financial re"omno
purposes or .any other entity desiznated by the:Board in-which thé Compiny-or an-Affiliate as a
direet or indirect interest of at Teast twenty—ﬁvea péreent (25%)

(c) “Award” means an Option, Stock: Appreciation Right or Other Stock-Based Award granted
pursuant to the Plan.

{d) “dward Agreement” means the written document or documents by which &ach Award is
evidenced.

(¢) “Board”means the Board of Dircctors-of the-.Company.

(55} “Ckai:ge in Control” means, with: respecr 10. am* Avard: -granted on or-prior 10 November 8 2007 .
the: ocecurmrence; ofany of me !ollowmg gvents;

(i) ‘The oceurrence of an event described in paragraph (i), (ifi), (iv); (v).or (vi) belovirinvelving
dny entity (or an affiliate thereof) which had previously commenced (within the- ineaning, of
Rule 14d-2 under the Act), withont the appmval of the Board, a tender offer for-shareshaving
more than 20% of the combined voting power of the Company’s-outstanding ‘$harés of capital
stock having ordinary voting power in the. slection of directors of the Company {the “Voting:-
Securities™);

(ix) An acqmsnnon ((nher than - dxrectly fro_ -the Company) pf any Ve_tmﬁ Secuntms by any

'Rnle 1343 promulg,zncd und'
Gompany’s then m.tst:mdmg
Chanﬂe in Control has ‘occurred,
Acquxsatmn (as heramanﬂr definsd ; )
‘Change in Control. A *Non-Conirol tiquzs:txon” shall medi -an acqmsltmn bv (A) an
employee benefit pian (or a trust forming a part thereof of a trustee thereof ucting-solely n i
capacity as frustee) maintained by ) the Company or (II) any coiporation or other Person of
which a majority of its voting power or it§"voling equity securities or ety intefest is owned,

directly or indirectly, by the Company (for purpases of this definition, a “Subsidiary Entity”),
{B) thie Contipany or z any of its-Sulisidiary Entities, or (C).any Person who filesin connection
with siich acquisition 4 Schedulé 13D Which. e.\'pressly diselaims any-intention to seek control.
-of th¢ Cempany and does not expressly resérée the right to seek sugh. comro] provxded
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however, that any-amendment to:such ‘statement-of intent: which either indicates, an mtennor_x_j
or reserves the right to, seek control shall'b

~Company repoxted in such filing: as‘beneficially: owned by 'such,_ PEISON: for- purposes of thls

paragraph (ii);

(i) The, mdmduals who -ty of the Eﬂecnvc Date, are mcmbers
Board*’) ceasing for any reason ty constitute-at-Jeast.a. major y of
proylded, bowever, ‘that if the clection, OF; mmahoﬁ, rig] by thy

S Iders; -of any new- director was approved by a vota of -at least two~tlnrds of the

‘nctimbent Board, such new director shall, for purposcs of. uns Pkm be consxdcrcd asa

‘member of the lncumbent erd prov :

lie Board {the “Incumbent

(iv) A merger, consolidation, recapitalization or- reorgammnon involving the Company, unless
such merger, consolidation or reorganization is.a “Non-Control Transaction”; i.e., meets each
-of the requirements described in subparagraphs (A) (B) :md ©) below:

{A) the stockhoiders of the Company, immediately before such merger, consolidation,
r(:capnahzanon or reorganization, own, directly or jndirectly, imm iediately following such
merger, consolidation, recapitalization or reorganization, -at least 50% of the combined
‘voting power of the outstanding voting . securities of the Company, thé corporetion

resulting ‘from such mereer or consolidation, , tecapitalization or reorganization, er ‘any

'pamnt thereof (the “Surviving Corporauon "y in:substantially the: same proportxon as;their

: i'the Vonna Securmcs 1mmed1atc!y before -such mergér; consvlidation;

1 immedidtely” firor'to the
2 1 idation, recapitalization or
reorgamzzmon cons!xtute at least 50% of the mcmbers of the board of diretofs: of the
Surviving - Corparauon immediately: following the consummation’ of such- tierger;
-consalidation, recapitalization or reorganization; arid

{C) no Person other than the Company, any Subsidiary Entity, any emplovce ‘henefit plan (or -

any trust forming a part thereof or o trustee- theréof acting solély in its capacity as:trustee)
maintained by the Company, the Surviving Corpomuon or any Subsidiary Entity; orany
Person who, “immediately prior to such merger, tonsolidation, recapitalization or
-reorganization had Bengficial Owrnership:oT20% trmore of the then outstandmg Vogisg
s Secifrities has Beneficidl Owhership of:20% or more of the coinbinéd:voting power of the
Surviving Corporation’s then outstanding: Vol sectrities -immediately- following the
- consumination of such mergér, consolidation, recapitalization of reorganization;

{(v) A-coniplete liquidation or dissolution ofithic Compasy;

) (vi) Sale or othér disposition of all-or substantiaily-al) of the assets of the Coinpany to:ahy Pérsan

{6ther than d transfer to a Subsidiary Entity); or
(vii)Ai event thit would constitute 2 “Change in Control” Within: the meaning of ‘Sectibn:ﬁ(g)-.

"\Eotwaxhsmndma_ the foregoum, 2 (,h:.mge m Control shall not be deemed W oecur soleiy -b“‘ JUSE

'pereemag
outstandmo-=

-mxmber of sham Bencﬁcxally Oxvned bv The Sub]ecl Persons provrded th:n ifa Ch'mac : onﬁdl
would occur {but for'the operation of this sentenge) as & result of the acquisition of Voting'

055105-0854-11254-NY02,2622423.7 A-2
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€:4]

Secirities by the. Ccmpanv and thereafter such. Beneficial Owner acquires any-additional Voting
Securities which increases the percentage of the then- outstandmg Voting Securities. Beneficially

Owned by the S!lbj ect Person, then a Change in Control. shall oceur.

A “Hostile. Change, in Cantml” shall, mean the occusrence of an. event as contemplaed in

'pamgraph {1y above. A “Friendly Change in Contfol” shall ivedi any. Change in Control that is not

4 Hostile Chapge in Contiol.

“Change in Conirel™ means, with- respect to any Award gmrted after November 8; 2007, the

eccinyence of any of the

M

(i)

‘trust forming: a partthereof or-a frustee thereo

‘ite voting power or its voting equity secwit

-sach mierger,

ollowing events:

An acquisition (other ‘than -directly- ‘from: the Company, but, including any sequisiton in
comnection. with any merger, consohdanon, reeamtahmnop or regrganizafion involving the
Company) of the Company's outsianding -shares -of capital stock having ordm'z.r} voting
power in the election-of directors (*Voting, Securities”) by-any “Person’ (as the term “pérson™
is used for purposes of Section 13(d) or 14{d) of the Exchange Act) immediately after which
such Person has ‘Benehexal Ownership” (wnhm the meaning of Rale 13d-3 promulgated
under the Exchange Act) of 70% or more of the combined voting power of the- Company's
then outstanding Voting Securities; provided, however, in determining whether-a Change in.
Control has ocmr:red, Vo 3 g Securities that-are. acqumd in & *Noj Qoatml Acqmsmon” {as
hereinafier definedy:shall not constitute an acquisition that wouild canse 4 Change in Coiitrol.

A *Nop-Control Acqmsmon :shall mean an acquisition:

: in i capacity as trustee)
mairitained by (f) the Cempany or (If) any corporaty

nterest is owned, directly or
2 ““Subsidiary’ Entity”), (B) thie

indirectly, by the: Company (for. purposes; of th»s.deﬁmu

Company ot any of its. Subs:dmry Entities;, or (C) any erson-who files'in connection with.

such acqms;tzon a Schedule 13D that exprcssly diselaims any intention to seek contro) of the
Company -and does not expressly reserve the right to seek sich gontrol; provided, however,

‘that any amendment to such statemént of intent thit ither indicates an intention or reserves

the right to. seek control shall be deémed an “acquisition”™ of the seeurities of the Company
reported in such filing as beneficially owned by such Person for purposes-of this paragraph

(s

Any merger,. consohdatmn récapitalization or feorganization yolvi ie Corn mi
$91 ‘danon recapltahmtmn ‘or réorgamzatm ‘a"Non-Eontrol Transaction
it ) (B) id:(E6) below:

(A) the stockholders: of the Company, mmedwt;:ly bc‘f ¢ ‘stich -merger, consolidation,
recapntalxzatmn oF feorganization, 6Wh;: directly-or mdirectly. mmedidtely-following such
- merger, consohdauon, rccapxtahzanon of rebrganizdtion; at Jeast 30% of the combined
voting power of the cutstanding veting securitiés. of the Company, the corperation
fesulting: from such merger, consolidarion, recapuahzatmn or Teorganization, or any
parent thereof (the "Surviving Corporation”) in-substantially the same propartion-as their
ownership ‘of the Voting Securities. immediately before such merger, consolidation,
recapst:a} ization oF reorganizition;.

i.¢., medts ench

inrto:the execution of the
zition or reorganization

ctors. of the. Surviving
h ammedtately fol]owmg the cansummauon of snch merg,er consolidation,
recapitalization or-reorganization: and

(}}} the mdmduals who were mcmbers Of the-Board mmedmlely

{C) no Person other than the Company, any Subsidiary. Enmy, ‘any emplovee benefit plan (or
-any trust fonming:a part thereof:or a trustee thereof acting solely in its capacity as trustee)
maintained by the Companly, the.Surviving Comporation, 'or any Subsidiary Entity, or any
Person whe, ummediately prior to such nverger, consolidation, recapitalization or

5310505541254 N YU 26229237 A3
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reorganization had Beneficial Ownership of 70%: or more of hg then outstanding Votmg
Securities has Beneficial Omu.rshxp of 70% or more of the combined voting power of the
Surviving Corporauon s then owstanding voting securities ammedmwly bllowing, the:
consummation.of such merger, consoixdanon, recapitalization or reorganization;

(i), Replacemem within a consecutive twelve month. period of a: ma'a ity-of the individuals who
are_imembers of the Board with.individuals (“Replacement Board Members™).
Treceive: endorsemcnt bya maj ority of the Board before the date of the appointment or dechon
of such Replacenent Board Member; or '

{iv). Sale or:other &sspuutmn Cother than'a transfer to a Subsidiary Enntv) of all or:substantially-all
of the assets of the Company to-any Person,. or any Person acquires such amount of assets in
any consecutive twelve-month period ending on the most recent acquisition by such Person.

Notwithstanding. the foregoing, a Change i n Control shall not be deemed to oceur saleiy because
any Person {the ‘Sub)ect ?erso:x") acquired Beneficial Ownership" of more than: the permitted
percentage set forth in paragraph (i) of the outsianding Voting. Secunues as a result of the
acquisition of Voting Securities by the Company that, by reduging the: umber of meg
Securitics outsianding,, increases the: propomonal number of shares Beneficially. O
Subject Person, provided that if - Change in Control would'occur (but for atie
sentence) as a result of the acqmsmun of Voung Securities by ‘the Compan; and thercaﬁu' sich.
Subject Person acquires any ad itional Votmu Securities -which incréases thé pcrcentaoe of the
ther outstanding Veoting Securities Bcncﬁcmlly Owned by the Subject Pérson, then-a Changs in
Control shall occur. In addition, notwithstanding the foregoing a Change in Coritrol shall not be
deemed to occur unléss such transaction or occurrence constitites -a charige in ownership or-
effective control within the meaning of Section 409 A{)(2)AX(v) of the Code.

() “Code” means the Internal Révenue Code.of 1986, a8 amended, or any sﬁcces,sor-:ﬂx_qeto. '

(’i)ﬁ “Commitive” rsans the Compensation and Bénefits Commities of the Hoard.

(i) “Corpany” means Lehman Brothicis Holdings Inc.

(k) “Dividend Equivalent Right” means a dividend equivalent right granted under the Plan, which
represents an- unfinded and unsecured proriise to pay to the Participant aifolits equal to all.or
any portion of the regilar cash dividends that would bepaid on Shires covered by an Award if
such shares were delivered pursumit to-an Award, -

(0 “Ejffective Date” means May 1, 2005,

(m) “Employment” moans (i) a Participants employment if the Participant is an employee of the
Companv or amy of its Afﬁhates (u) a Pamcxpant's servnces as a consnltaut, 1f th’" ‘Participant is

termindtion of: employmeri "ereunder Fo? pmpnse 1
othérwise: (a)a transfer -of ‘o Participant’s empioyme'.__:_ )
separation, between the Comipany and any ;
eriployment, and (bYa Participant who'ls gran Jedvie-of;
have remained in the employ. of the:Campany durmu sitch leave: ofabs&nce

{n) “Fair Murket Value” means, on a given'date, (i) ifthere: shouldbe a public market for the Shares
on sich date, the closing price of the Shares on the New York Stock Exchange, or; if the Shares
are riot listed-or admitted on any national securities exchange, the arithmeticmean of: ‘e per Share
¢losing bid price and ‘per Share Closing asked price-en such date as quoted on the National
Assoeiation of Securities Dedlers Automated Quotation. System ‘{or such market ir which such
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.(a) The totdl number of Shares thal may be S

‘With:Scction 422 of the Code,
(6) "I50” means an Option that is<also-an incentive stock option:granted-pursuant to Section $(d).

{p) “Non-Employee Director” means a diroctor:of the Company who ds not an cmployec of the
Compiny or a Submdzarv

@ ’Qpiwn” means (i) a non-qualified stock: optionior (i)an 180, a5 apphcable dranted ‘pursuaitto

Section 3.

(r) “Opfion Price” means the purchase pnct per Share of an- Option, as determined pursaant to
Section 5(a).

(s) “Other Stock-Based Award” means an award granted putsuant to Section 7.

(ty “Paniicipant” means an employee; prospective employee,-.,dxrector or consultant of the-Conipany
-or an Affiliate who is selected by the Committse:to part 1pate in the Plan,

{w) “I’erformance—tfased Awdrid” mieais an Oher Stock-Based Award: granted pursgant- to
Section Y(c)

{¥) “Plar™iieans the Leélinian Brothiers Holdings Iiic: 2005 Stock Incéntive: Plan; as amiended: fiom

Thne % Uins.
(w} “Shdres” means sharcs of cominon stock of thé Company.
(x) “Stock Appreciation Right” meansa stock appreciation right granted: pursuant 1o Section 6.

{v) “Sz:bszdmry" means a subsidiary cerporation; -as defined in- Secnon 424(ty- of the Codr: (or any
“successor section thereto), of the Company:

Shares Subject-to the Plan

to-adjustment: 0
9. an - may be authonzed buit ‘uiiissired
shares -OF authonzed and nssued shams held: in the Campany s-ireasury, or-any- combination thiereof.
No pamcxpam may be granted Opnons, Stock Appxecxanon Rxghts or Other. Stockuﬁased Awards
covéring in exgess of four million Shares in any fiscal year-of the Company, and the maximum
mumber of Shares that may be subject o Awards. that are/ISOs is twenty (20) million, -subject to
adjustment as provided in Ssttion.9.

(b) In calenlating the number of Shures remaiiifiy available forgrants of Avwards.at any given e’
. duririgthe term- of thé Plan, the following: ‘tules shalk apply

~(i) the'niumiber of Shares remammv oF isstiance $hall-be reduced by the number of outsmndmo
Awaids that consist of, or fhiatare payable in'Shdres,

(i) ihe number-of Shares rerhaining for issuatice-shall’be incréased by the nuiibier 6f Shares
withihgld or tendered (by acmal dehvery or atfestat on)-to- pay the exertise price of an Opnon

0531056054 11254-0Y02.2622023 7 A=
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- (V) fhe numbﬂ of Shares remammg, for 1ssuance sbal' )

{c)

®

by

-and by the. tumber of shares thhhc!d fmm any. grant of Awards ¢ sa’zxsfv téx thhho[dmg
‘obligations; .

(iif} the number of Shares remaining for issuance shall be mcrmsed by the number of Shiares that
have been granted, or reserved for distribution-in satisfactioni ‘of Awards, that arc later
forfeited, or that expire or terminate or, fof 4ny other retison, are-not payable o distributable
under the Plan; and

i creased by the mxmbcr of Shares-that

The following mumbers-of Shares shall be added to' the-ning!
ldwtxﬁed in subsectmn (a) above: the number of § hares;th t;. O

“Prior Plan 7Y, are- a\m!able for lssﬁémce and nox otherw
under-the Prior Plans, iacreased by the number of Shares tht, as of each such '1pphcable
expiration date, were subject to Awards granted and outstaiiding under the Prior Plans {the “Prior

Awards”) but which are subseguently not payable-or distributable under the Prior Awards under’
-any of the circumstanees deseribed in paragraph (n‘; ‘i) or (iv)-of

fsubscetion (b) above,

4y Administration

The' Plan shall be administered by the Commitice, the members of Which shall be “independent” in
accordance with il -applicable stock e\cchange or market listing g requireinents. The Commitieé inay

delegate its duties and powers i whole or in part to: any. snbcommlttee thierest consisting solely of
‘al lgast two individuals who are intended to goalify as - “nom-cmployee’ diréctors” within te.

meanmg of Rule 160-3 under-the Act. for any successor rule: therem) #nd, 1o the-.extent rcquircd by
Section 162{m) of the Code (or any successor section thereto), “ouvtside directors” within the

meaning thereof. In addition, to the extent consistent with Ru]e I_6b~3_ under the Act, the.
Committee may delegte the.authority to grant Awards under the-Plan to officers or employees of

the Company.

The Comimittee is authorized-to: consirue, interpret,. xmplement and admxmster the P!an And’ ny

of the Commlttee in the

c,onstmctmn mterpretat)on, xmplementat:on and adm:mstratton R ﬂw_ Plan or any Aw as’

deseribed herein, shalllie within its-sole and absolute :hsuatmn be:final, conclusive and
binding on all parties concerned (mctudma but not hrmied to

or successors)- The! Camm-uee sh:ﬂl hav« the full and_’; ¢

de, and prowded fiirther, in

1 P
the event that it i& xeasanably detummcd by the Commrttee that ‘as a resultof Section 409A ofthe -

Code, a Participant is deemed to be u “specified employee”™ (witliin the meaning of Section.
J08A}2YB)() of the Code), payments and/or deliveries-of Sharés inrespect of any Award
subject to Séction 409A of the Code shall not be made prior to'the: daté. which is six (6) months
after the date of such Participant’s separation from-service from the'Comipany and all Subsidiaries;
determined in accordance with Section. 409A of ihe Code and the rezulations promulgated

UST108-0653-11254-NY02. 26224237 A-6
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‘thereunder. None of Comlmttecs dc(ennmd[lons underthe: P[an arid unider.any Awerd Agreement

_nced be. umfarm a{xd any such de cmmatmns may bc o3 'by 1t setemvaiy amung. pcrscms who-

fnployment has bce“n Lenmuated for

Lpurposes ol the Plan and: __Y}aany adjtmmems 0. be made o Awards pursiiaiit 6 Section 9 or.

-otherwvise.

{¢) The Committee shall require payment of any amount it may: determine to be necessary to withhold
for federal, state, local or other taxes or to otherwise satisfy any tax obligations due as a result of
the exercise, grant, vesting of; er payment pursuant to,:an; Award.. Unless the Committee specifies
otherwise, the Participant may-elect to pay a pomon or all of such withholding or other taxes by

(1) delivery, in cash -or by check, (ii) delivery in Shares or (iii) having Shares withheld by the

Company with a market value equal- to the minimum- statvtory wnhhaldmg rate from any ‘Shares

that would have otherwise becn rectived by the Participant.

(d) Deliveries of Shares may berounded to- avoid fractional shares, In additio;
cashin liew of fractional shares.

the Company may pay

Terms and Conditions-of Options

Options granted under the Plan shall be, as determined by the Comimnittee, non-qualified or 1SOs for
federal incotne tax pirposes, as evideniced by the related Awdrd agresinents, and:shall be: subject to the
foregoing and the fol lowmg teninis’ and. conditiens 2nd o such other -terms and condxtrons not
nconsistent therewith, as the:Conwmiges shall determine:

{2) Option Price. The O‘pﬁon‘%i’ '
{ess than 100% of the Fait M

(b) Exerciigbility. Options gramted under the Plan shall be gxercisable: at-sucli time and upon such
terms and conditions. as may be determined by the Committee, but in no evént shall an-Option be
exzrcisable more-than ten years:after the: date it 15 granted

{c} Exercise of Options. Except as otherwise. provided in the Plan-or in an Award Agreement; an
Option may be exercised for all, or from time to time any part, of tie Shares for which it is then
exercisable. For parposes of this Section 3, the'exercise date-of an Option shall be the daté-a notice

of exercxse xs recened by thc Compam' zooether w:th provismn for payment of the fiill purchiase

pied-accouniting

- : ic-market for the
Sbarcs at snch nmc th.roubh the d@hvcxy of mcvocabk xnstmcuens to a:broker 16 sell Shares
obtained upon the exertise of the Option and 1o deliver promptly torthe: E:
of the proceeds of such Sale eqint 1o the aggregate Option-Price for the S
{v) by such other mezns as the Commiiitee. deems appropriate. No Par

" 1o dividends or other rights of a stockholder with respect 16 Shares
not otherwise be entifled to delivery of any Shares {or cash or othér prope ligiy ‘thereof)
winderlying, any-such -Optioh, it The Participant has given wiitten totice of exercise' of the
“Option; paid in full for such: Shares.aid, if applicable, has satisfied any ‘other conditions imposed
by the Committee purshant to the Plan, and such Shares have beeii issuedhereunder,

ait Op 'on _and s?mll

s
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)

-Stock optmm., unless

years aﬁer !hu date of arant of such ISO or (0 wnthm ane- ycar after the transfér
the: Pammpant shall notify the € ;

sedlized vpon sich- dlsposxtxon AH

! hﬁed stog option: grame under the PIan,'pr jed-
that sach Opnou {or :;mrnon tharm, atlmw;se complies with the Plan's Tequirements relating to

fnenquahf ed stock options. In no event shall any member of the. Committee, the Company-of-any

of it Affiliates (or their respective emplayees, -officers or dsrectors) have any liability to-any
Participant {or any other Person)-due to-the failure of an Option to qualify for-any resson as an
180.

Aunestarion, Whersver in ihis Plan or any agreement evidencing an Award a Participant is
permitted to pay the exercisc price of an. Option or withholding taxes relating to the exercise of an.
O;mon or delivery: of Shaus pm’suam 10 an Av.'zrd by dehurmg Sharés th«. Palﬁcxp:mt may,

the Compzuly has a comrollmv mterest in ‘another wrpcmtxon or other enu‘ty i Ihe cham, endmv-
wnh thc corpomn(m or other enmy for whtch the: scmce pm’vzder provxdcs chrect scrvxces om lhcr

: : g g, § £
thc language “at Jeast 20 percent” is nsteadiof “at Jeast 80 percent* sach 'pla.ce, it appem in
Treas. Reg, Section 1.414(¢)-2(bY2)(D. For purposes’of determining ownership.of an. interestin an
ofganization, the rules of Treas: Reg: Section1.414(€)-3 and 1 414(c)—4 ofthe Code: apply.

6) Terins-and Conditions of Stock Appreciation Rights

{3) Granms. The Committee may grant (i)ya Stock Appreciation Right independent. of an ‘Option or

(n)a S[Ouk Apprecmuon Right m connecnan with. an Opnon, Or a pomon thereof A Stock

: $ y !
number: of Sharcs as the Commti Leeimay detcmnne and (€Y shiall be subjeet to th sameiterms and
conditions as such Option éxcept forf such additional limitation as are Contemplated by this
Sbetion 6 {or suchadditional limititions dsamay be inclidded inan. Award agreement).

653105-Ua54-11254-NY02.2622423.7 A-8
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(b}

Terms. The exercise:price per-Share of. a-Stock Appregiation: Right shall be an amount determined
by the Committee but in no event shall such amount be Jess than the Faxr Market: Va]ue ofa Share
on the' date the Stock Appreciation Right is granted; provided, however, that notwitlistanding the
fnregomg in the ¢ase of a Stock. Apprec:anon Right .granted in conjunction with-an’ Optlon, ora
portion thereof, thie exerdise price may.not be. l&cs than the Option Pricé- af the rela:ted Gptxom
EachStock Appreeiation Right g granted independent-of 'm Ophon sha rticipant ;
exerclse to an. Aok in. cash aud:or Shm:s . ‘edqual- :

: , i, 0. pmﬂy in'Sh
partly in-cash {any such Shaus valued at such rarket vaiue}, as shall be deiermined by the
Cominitree. Stock Appreciation Rights. may be exercised from time to timé upon actial fecdipt by
the Company of written notice of exercise stating thé number of Shares with respect to which' the
Stock Appreciation Right is being exercised. The dafe. aniotice of ckercise is reccived by the
Company shall he: the exercite date. No-frictional Shares will:be isstisd in payment for Stock
Appreciation Rights; but instead-cash will be pa fraction- or; if the Conumittee shoild-50
detenvtiine, the. mnibier of Shares will beroitnded dovinivard 1o theriext whicle Shas.

(€) Limitations-"The Commiftee inay impose, inits‘discretion, sucki-conditions upon the exerctsabﬂxty

or tiansferability of Stock Appreciation Rights ds it hily.déem fit

y Section 4094 Restrictions vn Stock épprecmtzon Right Awards. “Stock Appreciation Rights shall
onlw te gmmed to employets, mdcpeudent conirgetors or Non-Employee Directors: provxdma

Ag nnrm 0w ar\y pnrpnmrmn in a2 chain of nnhl-w\mhmnc or other: entities in w)nrh each

corpomnon or other cnmy in thc c.hmn, t:ndmg with the carporzmon or other enmy for which- the
scmcc pmv;der prov:des d1mct semcus or zhc date of arnni:o tock ﬁpprcuauon _R:' it 'F()r

medning a3 pmwded in Treas Rw Se 3fc)-
least ?0 pereent™ i§ used instedd of & ‘at Teast 80: aach place it appears-in’ Treas. Reg,
Seetion 1.414(c)-2(b)2)(i). For purposes. of defermining ownership of an inferest in an
organizition, the rules of Treas. Reg, Section 1:414(c):3-and 1414(c)4 of the Code apply.

Other Stock-Based Awards

(a) “Fhe Committee, in its sole discretion, inay prant of séll Awards of Shares and Awards that are.
“atherwise based on the Faip Muarket Value of, Shares:

valued in whole or in part by referenice (¢
3 \ wa 2ing referred to herein as “Oih ¥y, Othier” Stock-Based"
Adwards shall be iii-such form, and be subjéct 1o such 1rim; nd gon itions, as the Commitice, shall
deternine, including mthout limitation, -the follotving. forms: (Yt nght to pnrehzse Shares,
(i} Sharss subjectto restrictions on transfer until dhe. camplet;op ofa.specified period of service,
the occurrence of an event or the attaimment uf perfonnance objectives, each as specified by the.
Commitiee, and (iii) Shares issuable upon’ the completion of a ‘specified period of service; the
pecurrence of an event or the attainment of performance objectwes each as specified by the
Committee. Other Stock-Based Awards may be granted alone or in: addition to any other Awards
made under the Plan. All references in the preceding sentence to “specified period of service,” in
the case of Other Stock-Based Awau_ls which (i) are:not in lieu of cash compensation to employecs
generally, (3) dre not paid 1o recruit a new employes-in;an. amonnt. of less than 5% of the total
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(b)

©

)

¢ sole -determii _whéiixandwhen
such»Ozher Stock»Base d Awards will' be made; the number of shares of Common- Stock. to be.

avarded under (or otherwise related to): such Oﬂ}ex Stock Based Awards and all- other terms: and
-conditions of such Awards The Committee shall' determine whethcr Othier Stock Based Awards

shall be settled in.cash, Common Stock or a: combmatxon of cash-and Common StocI-L

With respect to-any restricted stock units -granted under the Plan, the obligations-of the Company
or any Subsxdnary arg. limited solely to. the delivery of Shares: (or, at the discretion of the
Committes, cash in e thereof to the extent’ necessary to comply wi able.law, regulation

lares are.dueto

or other local practie .28 derermmed by the Comrmttee) on the-date
be delivered under ear
Pamcxpams for i q
any amounts pd}ab_u_;_n_

cdshupon the: bccum:ncc of a Change. m’Contral o

The Committee ‘may -estiblish performanee objectives that must-be attained in order for the
Company to-make payments pursuant to Other Stock-Based Awards The performance objectives
for Awards-will be based upon one:or more of the following criteria: (i fore-tax income and/er
nét incatne; (1) earninigs per share; {i) book value’ per-shares (w) stock pnce, ) return on equity;
(vi) expense management; (vu) refwn on investment; (vili). improvements in capxtahzauon
(ix) profitability of an identifiable business unit or produet; (X)-profit rnargms- {x3) budget
comparisons; {xii) totalretum to Stock}mldexs (xifi) net.revenue; and (xiv) econdmic “value added.
The foregoing criteria may relate to the Company, one or more: Aries or one. of more.
of its divisions ot “bi-spplied ovan absoliite
basis and/or be-relative:- e -0F pidre peer graup compames or iidices, .ot ahry:combination
thereof, as the ; shall. determine. To addition, to the dégres -consistent. with
Scction 162(m) of the {or -any successor soction- theréto); - erforinance goals may be
calcnlated without regard to éxtmordmary ifems: The Committes shall-deteniiine whether, with
respect 1o a parforman eriod, the applicable performarice goals have been met: with respect to-a
given Participant and, 1f they have, ‘shall so certify and asceitain the amount of the applicable
Performance-Based Award. No Performance-Based Awards will -be paid for such performance
period until such certifi cation is maz!e by the Committee. The anotnt of the Performance-Based
Award actually paid to a given Participant may be less ffian the amount determined by the
applicable. performance goal formula, at the dwscrcnon of the Commitige. The amount of the
Performance-Based Award determined by the Committee:for a perfonnang permd “shall be paid to
the Pamc:pam at such"hme as determmed bv the Commlttee in ns hon :after the.end of

(x) with reSpect to @thef @ck-ﬂased';\wards that are danommaie: or payablée in Shares; four
million Shares, and {yywith respect to Other Stock-Based Awvards: that:are not-denominated: or
payable in: Shiares, $50:milkion:

The Committee may giant Patticipants Dividend Equivalent Rights. with respect to.any Common
Stock subject to-any Award. The Conimittee shall specify at the titne of grant of:any DlVldend
Equivalent Right whether dividends shiall be paid at the time dividends:in respeet of Common
‘Stock dre paid to other shidrcholders.or accumulated ang- paid out arthe ayment is called for.
uider the Awards fo whightthe. Dividend Equivalent: R!@t reldtes..  Othier Stock:Based Awards
may, at the discretion of the, Commiltee, provnde the’ Pamc:pant with dividends or dividend

,equayalums and votm_g nghgs ‘prier-1o:¢ither-vesting or earnout.
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8y

Unfunded Status of Plan; NoRightsasa Shaveliolder..

The Plan is intended to constinite. an “unfinded”
Yespect 1o any payments not 'yét fndde to'4 Pa
Ccmpany, nothma hergin contaiti

i;m for Iona-term mcermve oompensauon Vv’xth_

pdymcnts i liew: thereof or.with: rcspect 0 Optvv ns, Stcck Apprecxanon nghts and
Awards under-the Plan; provided, ‘However, that the
consxstem wuh the unfunded status of the PI

such Sharaa Except as othf;rwls "
or distributions on (Whetlier ordina raordinary;. sther.n:¢ hi 3
bther-property), or other everits: wlanngrto Shares subject:to an Award for whxch the record date is
prierto-the:date such Shares-are délivered.

Adjustments Upon Certain Events

Nowwithsianding any other provisions in the Plan to the contrary, ‘the following provisions shall apply-
to all Awards gramted under the Plan:

(a). Generally ]n the cvent of any ehan«e m 1h& outstan&mvi Shares aﬁer the Bﬁ‘ecme late by reason

, fercgom:» the Commrttee
substitiition -ar- adjustmen
-S:b‘:ife_s or:*o'tihéxr g_e

a F scal year -of lhe Company to uﬁ}' Partigipan A.gnb the Opuon Price or exercxse pn't;e' of aixy
Stotk Appreciation Right'and/or (iv) any' other affécted terms of such Awar(is

(b) Change in Costrof 1ty Change:in: Control oceurs, aﬁer the Effective. Date, ‘at

"txme before such
Chdnﬂe in Contml the’ Commxttcc r_nay, but shan it be- obhga!cd to, {L) :
: rd

: value (as denermmed i !
Stock: Apprecxzmon Rights;. may cqua i
e Cbange in Control ransaction to holders ofithe st

or Steck Appreciation Rights (er, if'no consideratién i is paid in any such tramssction; the Fair-
Market Vahxe of the Shares sub)ect to. such Opnons or Stock Apprccxa*‘on nghls) over Lhc

:ssuance uf subsmute Awards th;n wm substaanally presavc the otherwnse P

any affected Awards previously granted hereunder as determined by the.. Commattee -in’its sole -
discretion-or {iv) provide that for a period of at least 30 days prior to'the Change in:Control, such
_quons shall be exercxsable 2510 all sham sub)ect thereto and that uppn’ the: 06 ce of i

the Codh iti-a manner that W ould resu!t i the lmposmmn upon any Eamc p?
unider Section 4094 of the Code. ’

10) No Right to Employment-or Awirds

‘The granting of an Award under the Plan shall imipase-tio abligation. on the Company ot any Affiliate
to continue the Employment of a P:mxcxpant and shall not lessen or afféect the Compams or
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12

?liti.),

granted an Award, 'ar:d 1herc -i$ 1o’ obbganon fur umforxmty of treatment of
Pamc;panns or ,lders ':0r beneficiaries of AAwards: The temis and conditions. of Awards and. the:
Comimniftee’s defetminations and- ifitérpretations With réspect thiretoneed not be e, same with respéct
10 ¢ach. ‘Participant (whether or not Such Participants are:similarly situated).

Successors and Assigns

The Plan:and ‘any Award Agrediicrit shall be. bmdm' on-all successors and dssigns-ofitlie: Coin iy
and 2 Participant, inchit thodt: lirhitation;

. stith Pammpant and thie &% y
administiator or trustes of gich éstate; or any receiver:or trustee in‘bankyuptey-or répresentativs bfﬂ:é
Pamclpam's' creditors.

Transfersbility of Awards

Unless otherwise deiermined by the: Comnittee or as otherwise set forth in any-Award Agreement, an
Award shall not be sold, transferved, assigned, pledged, hypothecated or otherwise-disposed of by:the.
Participant otherwisc that by will or by thé laws of descent and distribution. An Awaid exproisable
after ‘the death ‘of a - Pariicipant may be exercised by ‘the degatees; personal representatives o

utees of the: Pamcxpant Any sale, - tiansfer, ‘assignmient, ‘pledge, hypothecation: or other

i x§posman in vm]anen of the provisions of this-Section12.shalk-be void.

13)..

Aniendmients or Termination

The Board may amend or terminate the Plan, but no zmiendment or termination- shall- be' made;

{(a) without the approval of the shareholders of the Company, if such action would (1) (except as is
pr ovided in Seéction 9), increase the total number of Shares rés erved. for the puiposes of the: Plaw: of
mcrease the maxxmum munbcr of. Shans tha{ 'm o ba *.ssacd ‘w“mf*f'r or the m ximum numbe; of”

Efréatmenwf Awards

Absent express’ prov;swns to°the centrary, an'Award-under this Plan:shall not be: deemcd compensation:
for putposes of computing | benefits or conmbuuons under any retireient plan of ‘the Gomipany or its:
Affiliates and shall not affeci any benefits under any other béncfit plan of any kind now. or-
sub:.eqmmtly in effect ‘under which the: availdbility. or -amount. of benefits' is related to. level of
compensation. This Plan is rota “Pension: Plan™ or “Welfars Plan” unider the Employee Rctn’emcm

Income Secunty Act of 1974, ‘as-amended.

13

St

16)

Choice of Law

The Plan:shall be governed by and constriied in- accordana: avith the laws of the State-of Delaware:
without regard to- conﬂxcls ‘of laws.

Effectiveness of the Plan

The Plan shall be effective as-of the Effective;Date and shall terminate itimediately prior to thetenth
anniversaty of the Effective Date, subject to garlier lcrmmanon by the Board pursuant to-Section 13,
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Exhibit B

Exquity. PFin Section 409 Genersl Provision

- A09A Savings Clause Rider

Notwithstariding other ‘provisions of the Plin ‘of any Awdrd dgreements
thereunder; no Award. shall be graited, deferred, accelerated, extended, paid out or
médified under this Plan in a manner that would esult in.the.iinposition of ai additiorial
1ax under Section 409A of the Code upon a Participant. In-the event that it is reasonably
determined by the Committee that, as a result of Section 4094 of the Code, payments or
deliveries of shares in respect of ay. Award undef the Plan migy riot be made at-the time
contemplated by the terms of the Plan or the relevant Award agreement, as-the case may

| i 6 b ¢t 10 taxation under

be, without causing the: Participant. holding such. Aw:
Séction 409A of the Code, the Cornpany will imake suchpaymentor delivery shares-on:
the. first day that would not result in the. Participant -ing '
Section 409A bfthe Code. In the case of 2 Participant who-is a “'specified employee
- (within the meaning of Séction 409A(a)(2)(B)() of the Code), payments and/or deliverios
of shares in respect of any Award subject to Section 409A of the Code that are linked to
the date of the Participant’s separation from service shall riot be made prior to the date
which is six (6) months after the date of such Participant’s separation from service frqn}
the Company and its.affiliates, determined in accordance with Section 409A of the Code
and the regulations promulgated thereunder. The Company shall use mnmletclan}' '
reasonable efforts to: iy it provisions -of - thi: on [ _Jim .good il
provided that fieither the Company, the Committee nor any of the Company's employess,
directors or Tepresentatives shall have any liability to Participants with respect o this

Section [ _ ¥ . .

1 Lt 18 Tor BIP, 12,15 for LTIP; 13 for 1996 MOP 2nd 19.for 1994 MOP;
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