LEHMAN BROTHERS

MEMORANDUM

DT September 11, 2008

Tis John Akers

Marty Evans

Sir Christopher Gent
John Maconther

FrOM: Tracy Binkley

seppor: Material for Telephonic Compensation Commitiee Meeting - September 12

We havé scheduled 2 Compensation and Benefits Cominifiee meetinig to discuss
Separation srrahgements related 10 the recent changes i management and also 10 review
refention arrangements for two newer Executive Commiltee members.

Attached is material relatzd to the separation arrangements for Jeremy. [saacs, Benoit
Savoret, and Andy Morton. The attachniont contdins 4 summary of key terms of the
separation agreements for all fhree individuals, detailed equity award summaries for each,
and resoiutions for the Commitiee’s review and approval.

Additionally, we proposc 2 compensation guarantee for the Globa! Head of Equities, Jerry
Donimi, for sefention purposes: The ferms of the guarantee and relaied resolutions are
attached,

i yau would like toreview copies of the complete separation agreements {or the
compensation giarantee for Jerry Doniniy that are summarized in the attachments, please
fet me know, and ! can fax the drafis ofthe foll agreements o you.

Finally, we also have included a summary of the guarantes and compensation advarce for
Eric Felder whoe was recently named the co-Head of Global Fixed Income (replacing
Andy Morton) and is now @ member of the Firm's Executive Commisiee. We are
including this swnmary for yowr reference only, sinee this agreemens is not required'to be
approved by the Conmitiee,

We art in the process of scheduling intividual ealls with each of you to review the
materigl in advance of the Comminee meeting, Meanwhile, if you have any guestions,

piease feel free to call me at (T

ce: RS, Fuid, i,
H.3. McDadde 1§
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AGENDA
LEHMAN BROTHERS HOLDINGS INC.

COMPENSATION ANDBENEFITS COMMITTEE TELEPHONIC MEETING

5:00 p.m. Eastem Time

1. Reviewand approval of the separation arrangements for Jeremy Isaacs, Benoil Saveiet,
and Andy Morton

B
13

- Roview and approval of comapensation gudrantee for ferry Dorini

3. Reviewof guaraitee and comperisition advance for Brie Felder
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TERMINATION ARRANGEMENTS FOR EXECUTIVES

WHEREAS, loremy [saacs, Benoit Savvvat and Andy Morton (the “Terminaling
Executives™) arevery experienced senior sutives with valuable business skills and experience
that the Qorpemmn may wislito continie 10 h,w,; age as i resotrce following their separation of
cmplovmuxt ana me Corpor"*ion wculd IdLF: s:gmﬁca.ﬂ mlpaci if ﬁu, I‘emunafuw F\LLJE‘VVB

directed ta cause the Corporation (o enter into separation gg;:reementsbc.iween ;the., .Corpomuon

4nd the Termin
heréto, with sug
be it further

aling Executives on substantially the terms summartzed on Exhibit A attached
b changes theréin as the Global Director of Human Resources: shall approye; and

RESOLVED, that the proper officers of the Corporation are each hereby authorized and
direcied ta take or do any aiid all actions or things which any such officer desms necessary,
appropriate or desirabie to carry out the purpose i intent of the foregaing resnlutions,
including, witheut linitation, preparing and distributing award agieeménts and/or statements and
axecaiing such furiber docurnents and taking such further action a8 they may, with'the advice of
counsel, deem necessary or desirabie to carry out the purpose and intent of the foregoing
resoluticns; or 1o Comiply with taw; and with respect to those awards which are subject to the
laws of any forcign junbd:w(}m the afficers of the Carporation are cach hereby authorized aad
divected 1o deternine the form of awards to employees who are personally residing outside the

Snited States and fo take such actions and to make such amendments including, without
limitation, preparing and executing such trust instruments or other dociiments ds they may, with
the advice of counsel, deem necessary ox desirable to carry out'the puipose and intent of the
foregaing resclutions and to achieve tax efficiency {including by awarding discounted options or
asing deferals) and 10 comply with the provisions of any rélevant local law or regulations in
those territorics, provided stich actions do not result B an incremental maesial cost to the
Comoraticn.
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SUMBMARY OF KEY TERMINATION PROVISIONS

EXHIBIT A

ITEM

BENGIT SAVOREY
LA38: 1§ vears
2007 comp: $1&0nm
2066 comp: $12.0 mm

ANDY MORTON
LO8: 13 years
2807 comp: $12.5 mm
266 comp: $14.0mm

JEREMY ISAALS
LOS: 12 vears
2067 comp: $22.0 mun
2006 corop: S21.0 raw

Termination Desenption

Involuntary termination

Involuntary ternunation

Voluntary termination

Last Day Worked

Week of September §

Week of September §

December 2008

Cwiirking thrdisph véar end)

Imn instion Date

Diecember 1, 2068
(after 12 week notice period, per UK
policy?

Dé{,en*‘ber 1. '2{)0*%

pvhs:v )

Murch 2009
{after 12 week notice period, per LK

Special Payment

$16.2 min {guaranteed)

e Remainder of guaranteed 1ofal
corap of $20mim. less salary and
bonus advance of $3.3mm

e Payable iy advance in September
2008, but recoverzble in the event
of Detrimental Activity or bredch
of gzreeresd through the Finm's
regular bonus payment date

$2 mm

Plus one ygaf’s'bas.f: salary ($200.000),

as standard severance

$3 mm payment

Described as & minimum amount in his
agrecwient letier.

Any additional amount may be paid, as
determited by-year end 2008 at the
diseretion-of the Firmand asapproved hy
the Compensation Comnittee:

REUs Standard treatment for involuntary Standard treatment for involuntary Standard‘treatment for resignation (“full
termination: iermination: career” for 2006 RSUS):
Retzins nearly all of his REUs {over Forfeits $6% of his RSUs; pni
96%), wiich csmn_rt to freely tradable due o forfoitise of 4 a1
Shares over o }JLI'IQL] of years 1hr0ug}: 3 ! T § 8 1¢] fﬂrr@ﬂﬁﬂ.‘ t‘ VX {1¢t; !nxen(al
20112, assunumg 1o Deétrimental R8Us refated te s annual pay, which Auw S
Activity conver: to freely tradable shares over a .
period of years through 2012, assiiming
nt Detrimental Activity
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EXHIBIT A

Itens

Benvit Savoret

Andy Morton

Jeremy Isancs

Stock Oplions

Standard treatment per plan: Options
retnain excreisabie through the stated
expiratin dale {6 months following
separation for MD awardsand the full
zrm for his specizl award), assuming
10 Detrimental Activity

Siandard tregtment per plan: Optlons
rémain exerdisable for b months
followng separation, assuming no
Detrimentat Activity.

Seandard treatment per plat: Optiens
remain-exercisable for 6 months for his
2001 special award and untif the S-yéar
expiration date for bis Fxee Conynittee
awarils. assuning no Competitive
Activity of Detrimental Activily

investmen: Parinerships

Standard treatment per appliceble
partnership agreéements

Standard treatrzent per applicable
partersiip agreemers

Standard trestment per applivaile
partnership agreements

Other henefits

Staridard UK bengiits:per policy

per standard practice and standard
benedits per policy

Continued tax preparatinpn assistance,

SERP benefiis pey plan and standard UK
benéfits per polioy

Restriclive cavenanis!
gontnued cooperation

Henoit releases the Firmof any claims
and agrees 10 the following:

©  Not te engage in Delrimenzal
Actvity fincluding employeés
solieitation} through January 2009

¢ Not fo disparage the Firm (with
limited mutazlity)

@ Cooperate with the Firm
€ Keep information confidential,

furdtivgg the content of his
agreement with the Firm

<

It addition, Dewimental Activily

Andy releases the Firm. of any clammg
and agrees to the followingn

& Not lo-engags i Detrimental
Activity (incitding employes

@ ot to disparage the Firm
® Cooperate with the Firm
® Keepinformation confideniial,

inchuding the content of his
agreement with the Firm

inaddinon, Detrimental Activity
restiictions Conlite w6 apply 10 equity
swards through 2012

Jeremy releases the Firm of any clating

and agrees 1o the following:

@ Not to engage in Detrimental
Activity {incloding employée
soiicitalion} throngh November 2009

&  Notto work for a direct competitor
through Novernber 2009

® Notito disparage the Fion
&  (Cooperats with the Firm
& Keepinformation confidential,

mciuding the coutent of his
with the Firm

In addition, Detriimestal Activity
restrich A 1o apply to eduity
awardsthrough 2012..
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LEHMAN BROTHERS EQUITY AWARD SUMMARY

BENOIT (. SAVORET

Assumes Neparation Date on § September 2068

EQUITY SWARDS
CSAs ai 316
INVOLUNTARY TERMINATION W/ CAUSE®

; Fenfeiiabde Lipan

Geam Exerciss Shares Outstanding = Terniinaticn
Year Number Valacd  Nwnber ;
2463 MO AE62i 30360 .87 B3]
204 NE2 775943 3. 247 683, 9.383 $1ARE30 68.595 $1.007 433 N0y
2335 MD HA 73226 SLABSIIE 13541 §216.681 #1.685 $986.U64 Heuivf
2066 M NiA 114.568 81833386 $5.632 3198 $H283.174 NGy
2T ALY N/A 206,734 $3.307.809 8992 341 144,717 52 315466 RN
2007 ME Specia Nidy 49,617 $TEETEE 13RS $35%.182 33,732 $355.7112
238 Spedial WA LO32127  $16.834.031 2 $6 BUS2.127  $16.534.031 Varidus {23
Subtoat €8st 1667840 323,725.447 § JIO68 $247084 LGTATTY 23345398

i
OFTIONS at S16
2003 MD $33.0054 6,714 54 i Sp 16,74 §6 B3-Nard}9
2008 Specind 44853508 2S00 Bt 0 s 25000 §0 Dd-Mur- 13
Subnpial Chstraes 2085, 738 R t $4 266,716 &
Totul Fuiitg 1,874,556 825725442 § 136,068 32177094 1,738,482  333.548,348

* imeludes OFA dividewds gocrued o sdate,
¥ Assumes no Detrimentai Activity,

181 20% on March 4. 2005 - 2632

Note: Alhterms xid conditivns of the wwards are subject to the applicabie controling phin documents, incloding bot pof fimited w the respective
Consinpent ,\tmi. Award Lefivrs, the Ktoek Option Award Agredrenty, the LK approy od WMotk Optius Award Agrecaiens, the 2 2001 F,mphwcc i
Plan; Sufs-fian oy 1 uptuwn. the Emgployee Yawntive Plan; the an!mm Incentive Flan I’mspccms. the 2003 Stovk Incentive Pfan, and the 2005
Stack tneentive Plan Prospectus, invinding, where sipjilicable, the exccntion’v's Fiem-standard rélease agresnicnt.

Seppaigd s I Setembes 2058
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LEHMAN BROTHERS EQUITY AWARD SUMMARY

ANDREW MORTON

paration Baic of § Seplessher 2068

LOUITY AWARDS
€SAs a1 S1a

INVOLUNTARY TERMIRATION W/G CAUSE
Forleitable Upon Sluare isspe Fats

{itunt: fxereise Siwres Dulstunding = Termination Share Entitlemeént Expiration Daze

Yo Price \ngh:r Vadue Mumbe : Number Yaioe (aj

2603 MD NiA 73,888 $.2L3.263 3553 71334 $1,141350 30-Non-08

24 MP MiA 93,849 53400081 £3.274 §2678 F1322.79% 3Nov-09

S MDD NA 112,834 $1.805.433 HLIT 5: 480446 30-Nov-69
€ 2055 M1 Nia 133,664 $2.138,623 o &6 ! , 23 3ij-Nos= §
¥ 2007 MD NZA 143.568 $2.297.884 i} ] 143,465 sz_zs:ﬁ.-oxs 3PN~ 12

2007 MD Speciat MiA 34,4354 $531 301 L2337 §163.391% 2310 5384913 30-Nov=12

2008 Special N7 424 463 567994485 434965 $6.799.443 1 $0 NiA

Subtowt CHids L0832 EI6 3RO T § TR 547,889

OPTIONS at§16

2002 MD $27.2108 179.958 $i) [ s 170958 A3 Q8- M08

2003 MD $35.6950 61,696 bl b 5 61.696 $0 28-Mar-d)9

Subropal Gptions. 232,654 Y] o AYY] 232684 sg

Total Equiry LI50,983  BIB 369,267 | 4TI 480 SREAIN4T 8G,543  S8;766,220

* Includes OSA dividends deérucd w date,
** Fult Career for relevan: awards izans 2 separstion of empleyient sotl ot least 28 years of sérvice OR 4 a milnhnura age of 45 and at least 10
e R 4 minimum gge of 3O and af feast §véars of scrvice:

vears of ser

(a) L'Sns tnmied thmupéz A N.ii are mu—.d a zhc cmhc; of 3y thc emi n!' Gie f'm? q.u. o .«::m ﬁ)ikmin&i s;par.':r}én ﬂdi: o '5) h{h J!'ﬁiw o grant date.
3 av: s ;amm if

it an)

(dlL pfm'sded ni Hc!:u’ ’mal Activiny,

Note: Al ferms and ronditions of the awards are suhjecto the applicable controlling plar docunents, incluting but nuf fimited 1o.your Contingent
Stuck Award Letter, (he Stock Optisa Anard Agreemant; the 1K 2pproved Stuck Optiim Asvsrd \gn-zmem. the 3001 Employee Ihieative Plag; §tb

S, Flan for UK Employees; the Emplovee incentive Flan, dnd the Employee beveativie Plan Prospectus,
S
~33
i SR Freparesd e 16 Sepranber K




IVILN3IAIANOD

8€.¥00 a1

LEMMAN BROTHERS FQUITY AWARD SEMMARY
FERENMY ML SACY
Axsonses Nepavasica (hae oo 03 Savch 289

f.(z CITY AWARDS
CRAgal $1%

VOLUNTARY TERMINATION YO NON-COMPETITOR VOLUNTARY TERMINATION TO 4 COMPETIIOR
Farfenakie Lipan Suae fssoe Dt s "'tfa:fa_i e Shaes Issoe Dt
Shistes Outctanding * Te Shaz Entitlement Exairavon gte iz « Diicment it
Plumbs Malued  Mumber Valve Hainb Mol b 4 Yalue My
2] WA ¢ e 1 54 5 s US-Sep0y 1a g Y <k ¢ {1
26HEN3 PO N 31,852 $1073087 0 3G 131330 A ) 35-Nov4is B e FNSv-HE
2003 MO, NFA 329472 Slseiiae 0 56 iSuare S5 RO7.1%6 FRHHBS 2 FENDC-GE
FHEY 11386 170197 a8k S 212 146600 $i.309 483 N0 ks ; AIineDo o3
NA Gy, (464 SIA40%03F  1: 827 HO A §4.533 $1267.90 28-Febit T8 IS P AFrehnit 3
N-& E6B IS 52,820,500 L] 8 |aR 033 533520800 S Nuy-F] RN 4] N:A
NiA 28047 SH20454 Y el $429 654 & 9 WA I 642 $A 3 13 ¢ Nis
EEY OKEDE S1a794240 238963 S3AM3 54 9% SRO4.343 INova12 1< K AN 539 $9:726 $§95885 KHEA2TS BV
YRR TEY) NP AIEYRLE SIS N ZAGYM 67RYT AMAIQIESS SEI83, 2409
SPEWNG I HGGD 30 @ S6 1600008 G -Sep-8 ids 0 . £ S0 Ypoa Temi i
LREEOOTH SN0 30 & 50 QNN S [C RS EH ] b9 iR R &0 09-Dige-18
S92 Bk 11183 560 A1) ¢ 6 [SEHE L1 ERDes08 ) s¢ & Y ;
63 8289 RUAENY & ) 3¢ £ ¢ BRiRcE e Bt & £ N
R R i i S 2 Gepg sk Nii bR 7R St I Adp ik hY:
3,560,730 SI4.41D.95) § 285,758  $4.236,296 3273977 SHU.£24855 51,5763% S8 553907 £Y90,236  S535

) wles ©7RA divdenids acerued 1 date
** Pyt Career for tefevaus svands meany 8 Septation of puployment wits at feast 20 years of sirvice OR o mintmatin age of {5 and m feayt 18 yeios of servive OF 4 mimamam age of 30 and 2 feast 8 yowrs of savit

ST LB ane ¥ige fan-«w g (e;\”nm, i b 7 »}x‘e ym\ idedd sy Camsprzitins Avsividy e Darmmiatd) Refseity

Y ,s;r_(i CRAs e foofitited snd vandelled Vastad £8A¢ are delmwdved pa Novemik d s Eviviental Activisy.
(8% 1¥ bormimssson wvzues sflor Dencenber 3 26006, opions semain exercrsabic i & date, providud e Competitive Sctivity o T}m‘ mét.‘::z«l Antivity

or Dierrrirentd Activsty:

e} W termunalion piosss aies thav 18 § expseagion dine., pwudzd )

s 2 ghe Rt das. aphisy y
suf fy el i ﬂmsmg sr. ardtiod dofe o 2} ‘ﬂ- aimgvaisory of grimt dole, pranidid nis Dissimennad Sebvity

Notes A sebms s cuiliions of e awardsore yutdest 10 the applicably consialling plan dacismieals, meluidisg hat g fmited;to yuisr Confingens Swek Aunrd Latser, the Stock Optien Awsrd Agneaiont, fhe K mnrtm-ﬂ Sitoek $ption
Awird Agreemens, the 205 Ruwipluvee Tiventise Pian: Sl Pl for UK Emplivers, thr Employes Innesitive fat, fhe! Emphaves Inzestive Plan Prospootus, the 1008 Swek lncentive Pon, wnil thie 1085 Ntock Incentive Flus Prospecivs.

Pagaiad g |1 Neptoimb:




COMPENSATION ARRANGEMENT FOR GERALD DONING

¢ The Firm reconunends providing 3 ghiranteed minimigm cofpensation leve! for Jerry Donin,
(e Gilabal Head of Equitics, to facilitate his retention with the Finm.

o Jerry Donini was appointed Global Head of Fyuitiesin June and is ene of the riost
respected and falented risk managers in the equities business. Hehas been pursued by
competitars and hus uacertaity about his comipensation opportunity with the Firm.

& We therefore piopose peation arrangement to guarantee e minimunt of $20million i
total compensation {incl saiqry cash bonus, equity awards, and other deferred o
comingent compensation} for each of fiscal 2008 and 2609,

o The Committes can determine components of compensation {i.e., vash, equity, or ofher
deferrals) af year-end: For tak reasons, we will also teed to determine the Compénsation
components for 2009 by year end 2008,

Resotution;

WHEREAY the Comimittes in its discretion deems it appropriate to provide special
compénsation arrangements 1o facilitate the retention of key employees, now therefare be it

RESQOLVED, that.the Commitiee nm.bv appreves and authotizes management to enter
ibto agompensaiion arrangement w' hMr. Cierald A, Doxini, Global Head of Bquities, to
provide minimum compensation of $20,000,000 for each of fiscal 2008 and 2009, provided that
the Committee will retain the suthority to determine and approve the annual salary, cash bonus,
equily awards, other long-term ificentives, and other benefits fo be paid 10 Mr, Domm, and be it
further

RESOQLVED, ibat the proper officers ofihe ii‘amamﬁﬁn are each Hereby anthorized and
diieeted o take ; ; cor deems necessary,
appropriate or desirable to carry ot the purpose and in ‘em o.t i_nc Sorc_g,uiﬁi_g resoiiitions,
including, without Yimitation, preparing and distributing award agreements and/or stajements and
executing such further documents and taking such furthér action as they may, with the advice of
counsel, deem necessary or desirable to carry out the purpose and intesit of the foregoing
lutions. o to comply with Taw; and with respect to those awards which are subjeet to the
laws of any foreign jurisdiction, the officers of the Corporation are cath hereby authorized and
directed to determine the form of awards to coployees who are personally residing owside the
red States and o take such sctions and to make such amendments including, without
fimitation, preparing and execuling such wrust instruments or other documents as they muay, with
advice of counsel, deem necessary or desivable 1 carry out the-purpose and intent of the
¢oing resolutions and o achieve tax effi icieney {including by awarding discownnted oplicns or
using deferrals) and to comply with the provisions of eny relevant local law or regalations in
those territories, provided sach actions do not result in an incremental material cost 1o the
Corporation.

@

Vavu
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COMPENSATION ARRANGEMENT FOR ERIC FELDER

e Eric Felder, recently appointed Global Co-Head of Fixed Inconie, has a compensation
guarantee for 2008 and-a mininmum compensation guarantee: for 2009

o He has also received cash advances against the guaranteed-amounts that fotal $25 willion,

& ‘The advarices are repayible to the Firm in the event Eric resigns from the Firm o is
temninated tor canse bifore the end of the applicable fiscal yean

ngagement in his new role,

Cugranteed 308
Piscal Year Towl Compensation  Cash Advance
2008 $25.000,0060 BB,A5G,004 5%

2009 b {),"350,00{) Grsininneng q; ]6«450,90(’}“ {0
Total £25,600,006

AN
o)
-
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