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TABLE OF ABBREVIATIONS
ABBREVIATION DEFINED TERM
“ACERA” Alameda County Employees’ Retirement Association
“Action” In re Lehman Brothers Equity/Debt Securities Litigation,
08 Civ. 5523 (LAK)
“Bankruptcy Court” The United States Bankruptcy Court for the Southern

District of New York

“Bernstein Litowitz”

Bernstein Litowitz Berger & Grossmann LLP

“Claim Form” or “Proof of Claim
Form”

Form that claimants must complete and submit in order to
be potentially eligible to share in the distribution of the
proceeds of the Settlements

“Complaint”

Third Amended Class Action Complaint

“Defendants”

The Settling Defendants and the non-settling defendants,
E&Y and UBSFS, collectively

“Director Defendants”

Michael L. Ainslie, John F. Akers, Roger S. Berlind,
Thomas H. Cruikshank, Marsha Johnson Evans, Sir
Christopher Gent, Roland A. Hernandez, Henry Kaufman,
and John D. Macomber

“D&O Defendants”

Former Lehman officers Richard S. Fuld, Jr., Christopher
M. O’Meara, Joseph M. Gregory, Erin Callan, and Ian
Lowitt; and former Lehman directors Michael L. Ainslie,
John F. Akers, Roger S. Berlind, Thomas H. Cruikshank,
Marsha Johnson Evans, Sir Christopher Gent, Roland A.
Hernandez, Henry Kaufman, and John D. Macomber

“D&O Notice”

Notice of Pendency of Class Action and Proposed
Settlement with the Director and Officer Defendants,
Settlement Fairness Hearing and Motion for an Award of
Attorneys’ Fees and Reimbursement of Litigation
Expenses

“D&O Plan”

Plan of Allocation for the D&O Net Settlement Fund,
attached as Appendix C to the D&O Notice

“D&O Settlement”

The proposed settlement with the Lehman directors and
officers for $90 million on behalf of the D&O Settlement
Class

“D&O Settlement Amount”

$90 million

“D&O Settlement Class”

All persons and entities who (1) purchased or acquired
Lehman securities identified in Appendix A to the D&O
Stipulation pursuant or traceable to the Shelf Registration
Statement and who were damaged thereby, (2) purchased
or acquired any Lehman Structured Notes identified in
Appendix B to the D&O Stipulation pursuant or traceable
to the Shelf Registration Statement and who were
damaged thereby, or (3) purchased or acquired Lehman
common stock, call options, and/or sold put options

il
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ABBREVIATION

DEFINED TERM

between June 12, 2007 and September 15, 2008, through
and inclusive, and who were damaged thereby. Excluded
from the D&O Settlement Class are (i) Defendants, (ii)
Lehman, (iii) the executive officers and directors of each
Defendant or Lehman, (iv) any entity in which
Defendants or Lehman have or had a controlling interest,
(v) members of Defendants’ immediate families, and (vi)
the legal representatives, heirs, successors or assigns of
any such excluded party. Also excluded from the D&O
Settlement Class are any persons or entities who exclude
themselves by filing a timely request for exclusion in
accordance with the requirements set forth in the D&O
Notice.

“D&O Stipulation”

Stipulation of Settlement and Release dated October 14,
2011, between Lead Plaintiffs and the D&O Defendants

“E&Y” Ernst & Young LLP, a non-settling defendant
“Eligible UW Security or One or more of the following:
Securities” 1. February 5, 2008 Offering of 7.95% Non-

Cumulative Perpetual Preferred Stock, Series J
(CUSIP 52520W317)

2. July 19, 2007 Offering of 6% Notes Due 2012
(CUSIP 52517P4C2)

3. July 19, 2007 Offering of 6.50% Subordinated
Notes Due 2017 (CUSIP 524908R36)

4. July 19, 2007 Offering of 6.875% Subordinated
Notes Due 2037 (CUSIP 524908R44)

5. September 26, 2007 Offering of 6.2% Notes Due
2014 (CUSIP 52517P5X5)

6. September 26, 2007 Offering of 7% Notes Due
2027 (CUSIP 52517P5Y3)

7. December 21, 2007 Offering of 6.75%
Subordinated Notes Due 2017  (CUSIP
5249087M6)

8. January 22, 2008 Offering of 5.625% Notes Due
2013 (CUSIP 5252M0BZ09)

9. February 5, 2008 Offering of Lehman Notes,
Series D (CUSIP 52519FFE6)

10. April 24, 2008 Offering of 6.875% Notes Due
2018 (CUSIP 5252M0FD4)

11. April 29, 2008 Offering of Lehman Notes, Series
D (CUSIP 52519FFM8)

12. May 9, 2008 Offering of 7.50% Subordinated
Notes Due 2038 (CUSIP 5249087N4)

v
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ABBREVIATION DEFINED TERM

“Equity/Debt Action” or In re Lehman Brothers Equity/Debt Securities Litigation,

“Equity/Debt” 08 Civ. 5523 (LAK)

“ERISA Action” In re Lehman Brothers ERISA Litigation, 08 Civ. 5598
(LAK)

“Examiner” Anton R. Valukas, Esq., the court-appointed examiner in

Lehman’s Chapter 11 bankruptcy proceedings, In re
Lehman Brothers Holdings Inc., 08-13555 (JMP) (Bankr.
S.D.N.Y.)

“Examiner’s Report”

Report of Anton R. Valukas, Examiner, dated March 11,
2010

“Exchange Act”

Securities Exchange Act of 1934

“Executive Committee Chair”

Max W. Berger of Bernstein Litowitz

“Fee and Expense Application”

Lead Counsel’s application for an award of attorneys’ fees
and reimbursement of litigation expenses on behalf of all
Plaintiffs’ Counsel

“Fee Memorandum”

The Memorandum of Law in Support of Lead Counsel’s
Motion for an Award of Attorneys’ Fees and
Reimbursement of Litigation Expenses

“First Group of Settling
Underwriter Defendants”

A.G. Edwards & Sons, Inc. (“A.G. Edwards”); ABN
AMRO Inc. (“ABN Amro”); ANZ Securities, Inc.
(“ANZ”); Banc of America Securities LLC (“BOA™);
BBVA Securities Inc. (“BBVA”); BNP Paribas; BNY
Mellon Capital Markets, LLC (“BNY”); Caja de Ahorros
y Monte de Piedad de Madrid (“Caja Madrid”); Calyon
Securities (USA) Inc. (n/k/a Crédit Agricole Corporate
and Investment Bank) (“Calyon”); CIBC World Markets

Corp. (“CIBC”); Citigroup Global Markets Inc.
(“CGMTI”); Commerzbank Capital Markets Corp.
(“Commerzbank™); Daiwa Capital Markets FEurope

Limited (f’k/a Daiwa Securities SMBC Europe Limited)
(“Daiwa”); DnB NOR Markets Inc. (the trade name of
which is DnB NOR Markets) (“DnB NOR”); DZ
Financial Markets LLC (“DZ Financial”); Edward D.
Jones & Co., L.P. (“E.D. Jones”); Fidelity Capital
Markets Services (a division of National Financial
Services LLC) (“Fidelity Capital Markets”); Fortis
Securities LLC (“Fortis”); BMO Capital Markets Corp.
(f/k/a Harris Nesbitt Corp.) (“Harris Nesbitt”); HSBC
Securities (USA) Inc. (“HSBC”); ING Financial Markets
LLC (“ING”); Loop Capital Markets, LLC (“Loop
Capital”); Mellon Financial Markets, LLC (n/k/a BNY
Mellon Capital Markets, LLC) (“Mellon”); Merrill Lynch,
Pierce, Fenner & Smith Inc. (“Merrill Lynch”); Mizuho
Securities USA Inc. (“Mizuho”); Morgan Stanley & Co.

A\
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ABBREVIATION

DEFINED TERM

Inc. (“Morgan Stanley”); nabCapital Securities, LLC
(n/k/a nabSecurities, LLC) (“nabCapital”); National
Australia Bank Ltd. (“NAB”); Natixis Bleichroeder Inc.
(n/k/a Natixis Securities Americas LLC) (“Natixis”);
Raymond James & Associates, Inc. (“Raymond James”);
RBC Capital Markets, LLC (f/k/a RBC Dain Rauscher
Inc.) (“RBC Capital”); RBS Greenwich Capital (n/k/a
RBS Securities Inc.) (“RBS Greenwich”); Santander
Investment Securities Inc. (“Santander”); Scotia Capital
(USA) Inc. (“Scotia”); SG Americas Securities LLC (“SG
Americas”); Sovereign Securities Corporation, LLC
(“Sovereign”); SunTrust Robinson Humphrey, Inc.
(“SunTrust”); TD  Securities (USA) LLC (“TD
Securities”); UBS Securities LLC (“UBS Securities”);
Utendahl Capital Partners, L.P. (“Utendahl”); Wachovia
Capital Finance (“Wachovia Capital”); Wachovia
Securities, LLC n/k/a Wells Fargo Securities, LLC
(“Wachovia Securities”); and Wells Fargo Securities,
LLC (“Wells Fargo™)

“First Underwriter Stipulation” or

Stipulation of Settlement and Release dated December 2,

“First UW Stipulation” 2011, between Lead Plaintiffs and the First Group of
Settling Underwriter Defendants

“GCG~ The Garden City Group, Inc., the Court-approved claims
administrator for the Settlements

“Girard Gibbs” Girard Gibbs LLP (f/’k/a Girard, Gibbs & De Bartolomeo,
LLP)

“GGRF” Government of Guam Retirement Fund

“Joint Declaration”

Joint Declaration of David Stickney and David Kessler in
Support of (A) Lead Plaintiffs’ Motion for Final Approval
of Class Action Settlements with D&O Defendants and
Settling Underwriter Defendants and Approval of Plans of
Allocation and (B) Lead Counsel’s Motion for an Award
of Attorneys’ Fees and Reimbursement of Litigation
Expenses

“Kessler Topaz”

Kessler Topaz Meltzer & Check, LLP

“Lead Counsel”

Bernstein Litowitz and Kessler Topaz

“Lead Plaintiffs”

ACERA, GGRF, NILGOSC, Lothian, and Operating
Engineers

“Lehman” or “Company”

Lehman Brothers Holdings Inc.

“Lothian” The City of Edinburgh Council as Administering
Authority of the Lothian Pension Fund
“MBS Action” In re Lehman Brothers Mortgage-Backed Securities

Litigation, 08 Civ. 6762 (LAK)

vi
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ABBREVIATION

DEFINED TERM

“NILGOSC”

Northern Ireland Local Governmental Officers’

Superannuation Committee

“Notice Orders”

Pretrial Order Nos. 27 & 28, collectively

“Notice Packet”

The D&O Notice, UW Notice, Claim Form and a cover
letter, sent to potential members of the Settlement Classes

“Notices”

The D&O Notice and UW Notice

“Officer Defendants”

Richard S. Fuld, Jr., Christopher M. O’Meara, Joseph M.
Gregory, Erin Callan, and lan Lowitt

“Operating Engineers”

Operating Engineers Local 3 Trust Fund

“Plaintiffs’ Counsel”

Lead Counsel; Girard Gibbs; Grant & Eisenhofer P.A.;
Kirby Mclnerney LLP; Labaton Sucharow LLP; Law
Offices of Bernard M. Gross, P.C.; Law Offices of James
V. Bashian, P.C.; Lowenstein Sandler PC; Murray Frank
LLP; Pomerantz Haudek Grossman & Gross LLP; Saxena
White P.A.; Spector Roseman Kodroff & Willis, P.C.; and
Zwerling, Schachter & Zwerling, LLP

“Plaintiffs’ Executive Committee”
or “Executive Committee”

Bernstein Litowitz; Kessler Topaz; Gainey & McKenna
LLP; Wolf Haldenstein Adler Freeman & Herz LLP; and
Girard Gibbs LLP

‘CPPN”

The Lehman/UBS Structured Products that purported to
offer full or partial principal protection

“Pretrial Order No. 277

The Court’s December 15, 2011 Order Concerning
Proposed Settlement With The Director And Officer
Defendants

“Pretrial Order No. 28”

The Court’s December 15, 2011 Order Concerning
Proposed Settlement With The Settling Underwriter
Defendants

“PSLRA”

The Private Securities Litigation Reform Act of 1995

“Repo 1057

A repurchase agreement (i.e., a “repo”) that Lehman
accounted for as a sale instead of a financing, which
removed the assets from Lehman’s balance sheet. In a
second step, Lehman used the cash obtained in exchange
for the assets to pay down other liabilities. The Repo 105
transactions reduced the size of Lehman’s balance sheet
and reduced its net leverage ratio. The transactions were
called Repo 105 because Lehman provided 5%
overcollateralization.

Repo 105 and Repo 108 are referred to collectively as
“Repo 105.”

“Repo 108”

Similar to Repo 105 transactions, except Lehman
provided 8% overcollateralization instead of 5%

CCSEC”

Securities and Exchange Commission

vil
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ABBREVIATION

DEFINED TERM

“Second Group of Settling
Underwriter Defendants”

Cabrera Capital Markets LLC (“Cabrera”); Charles
Schwab & Co., Inc. (“Charles Schwab”); HVB Capital
Markets, Inc. (“HVB”); Incapital LLC (“Incapital”’); MRB
Securities Corp., as general partner of M.R. Beal &
Company (M.R. Beal & Company, together with its
owners and partners) (“MRB Securities); Muriel Siebert
& Co., Inc. and Siebert Capital Markets (“Muriel
Siebert”); and Williams Capital Group, L.P. (“Williams™)

“Second Underwriter Stipulation”
or “Second UW Stipulation”

Stipulation of Settlement and Release dated December 9,
2011, between Lead Plaintiffs and the Second Group of
Settling Underwriter Defendants

“Securities Act”

Securities Act of 1933

“Settlement Amounts”

The D&O Settlement Amount and the Underwriter
Settlement Amount

“Settlement Classes”

The D&O Settlement Class and the Underwriter
Settlement Class

“Settlement Class Period”

The period between June 12, 2007 and September 15,
2008, through and inclusive

“Settlement Class Representatives”

The proposed Settlement Class Representatives for the
D&O Settlement Class are Lead Plaintiffs and additional
named plaintiffs Brockton Contributory Retirement
System; Inter-Local Pension Fund of the Graphic
Communications Conference of the International
Brotherhood of Teamsters; Police and Fire Retirement
System of the City of Detroit; American European
Insurance Company; Belmont Holdings Corp.; Marsha
Kosseff; Stacey Oyler; Montgomery County Retirement
Board; Fred Telling; Stuart Bregman; Irwin and Phyllis
Ingwer; Carla LaGrassa; Teamsters Allied Benefit Funds;
Francisco Perez; Island Medical Group PC Retirement
Trust f/b/o Irwin Ingwer; Robert Feinerman; John
Buzanowski; Steven Ratnow; Ann Lee; Sydney Ratnow;
Michael Karfunkel; Mohan Ananda; Fred Mandell; Roy
Wiegert; Lawrence Rose; Ronald Profili; Grace Wang;
Stephen Gott; Juan Tolosa; Neel Duncan; Nick Fotinos;
Arthur Simons; Richard Barrett; Shea-Edwards Limited
Partnership; Miriam Wolf; Harry Pickle (trustee of
Charles Brooks); Barbara Moskowitz; Rick Fleischman,;
Karim Kano; David Kotz; Ed Davis; and Joe Rottman.

The proposed Settlement Class Representatives for the
UW Settlement Class are Lead Plaintiffs ACERA and
GGRF, and additional named plaintiffs Brockton
Contributory Retirement System; Inter-Local Pension

viii
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Fund of the Graphic Communications Conference of the
International Brotherhood of Teamsters; Police and Fire
Retirement System of the City of Detroit; American
European Insurance Company; Belmont Holdings Corp.;
Marsha Kosseff; Montgomery County Retirement Board;
Teamsters Allied Benefit Funds; John Buzanowski; and
Ann Lee.

“Settlement Fairness Hearing”

The hearing scheduled for April 12, 2012 at 4:00 p.m. at
which the Court will consider, among other things,
whether the Settlements and the Plans of Allocation are
fair, reasonable and adequate

“Settlement Memorandum”

The Memorandum of Law in Support of Lead Plaintiffs’
Motion for Final Approval of Class Action Settlements
with D&O Defendants and Settling Underwriter
Defendants and Approval of Proposed Plans of Allocation

“Settlements” The D&O Settlement ($90,000,000), the First Underwriter
Settlement ($417,000,000), and the Second Underwriter
Settlement ($9,218,000), collectively

“Settling Defendants” The D&O Defendants and Settling Underwriter

Defendants, collectively

“Settling Underwriter Defendants”

The First Group of Settling Underwriter Defendants and
Second Group of Settling Underwriter Defendants,
collectively

“Stipulations”

The D&O Stipulation, the First Underwriter Stipulation
and the Second Underwriter Stipulation, collectively

“Summary Notice”

Summary Notice of Pendency of Class Action and
Proposed Settlements with the Director and Officer
Defendants and Settling Underwriter Defendants,
Settlement Fairness Hearing, and Motion for Attorneys’
Fees and Reimbursement of Litigation Expenses

“UBSFS”

UBS Financial Services, Inc., a non-settling defendant

“Underwriter Defendants”

The non-Lehman underwriters of Lehman securities
named as defendants in the Action

“Underwriter Settlement”

The proposed settlement with the Settling Underwriter
Defendants for $426,218,000 on behalf of the Underwriter
Settlement Class

“Underwriter Settlement Class” or
“UW Settlement Class”

All persons and entities who purchased or otherwise
acquired Lehman securities identified in Appendix A to
the First UW Stipulation pursuant or traceable to the Shelf
Registration  Statement and  Offering  Materials
incorporated by reference in the Shelf Registration
Statement and who were damaged thereby. The UW
Settlement Class includes registered mutual funds,
managed accounts, or entities with nonproprietary assets

X
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managed by any of the Released Underwriter Parties
including, but not limited to, the entities listed on Exhibit
C attached to the First UW Stipulation, who purchased or
otherwise acquired Lehman Securities (each, a “Managed
Entity”). Excluded from the UW Settlement Class are (i)
Defendants, (ii) the officers and directors of each
Defendant, (iii) any entity (other than a Managed Entity)
in which a Defendant owns, or during the period July 19,
2007 to September 15, 2008 (the “Underwriter Settlement
Class Period”) owned, a majority interest; (iv) members
of Defendants’ immediate families and the legal
representatives, heirs, successors or assigns of any such
excluded party; and (v) Lehman. Also excluded from the
UW Settlement Class are any persons or entities who
exclude themselves by filing a timely request for
exclusion in accordance with the requirements set forth in
the UW Notice.

“Underwriter Settlement Class
Period”

July 19, 2007 through September 15, 2008, inclusive

“Underwriter Stipulations”

The First Underwriter Stipulation and the Second
Underwriter Stipulation, collectively

“UW Notice”

Notice of Pendency of Class Action and Proposed
Settlement with the Settling Underwriter Defendants,
Settlement Fairness Hearing and Motion for an Award of
Attorneys’ Fees and Reimbursement of Litigation
Expenses

“UW Plan”

Plan of Allocation for the Underwriter Net Settlement
Fund, attached as Appendix B to the UW Notice

“UW Settlement Amount”

$426,218,000
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We, David R. Stickney of Bernstein Litowitz Berger & Grossmann LLP (“Bernstein
Litowitz), and David Kessler of Kessler Topaz Meltzer & Check, LLP (“Kessler Topaz™) (the
firms together, “Lead Counsel”), submit this joint declaration in support of (A) Lead Plaintiffs’
Motion For Final Approval Of Class Action Settlements With D&O Defendants and Settling
Underwriter Defendants And Approval Of Plans Of Allocation and (B) Lead Counsel’s Motion
For An Award Of Attorneys’ Fees And Reimbursement Of Litigation Expenses.! We are
partners in our respective law firms and have personal knowledge of all material matters related
to the Action based upon our active supervision and participation in the prosecution of this
Action since its inception. Unless otherwise indicated, the statements in this declaration are
made based on our personal knowledge.

I. PRELIMINARY STATEMENT

1. The stakes in this litigation have been large, the risks enormous and the battles
hard-fought with multiple law firms defending the more than 60 defendants. This Court, having
overseen this MDL proceeding for nearly four years, is familiar with the underlying claims and
defenses in the Equity/Debt action (the “Action”) and the complex factual and legal issues
surrounding the historic collapse of Lehman Brothers Holdings Inc. (“Lehman™). Accordingly,
this declaration does not seek to detail each and every event that occurred during the litigation.
Rather, it provides highlights of the events leading to the Settlements and the bases upon which

Lead Plaintiffs and Lead Counsel recommend their approval.

! “Lead Plaintiffs” refers to Alameda County Employees’ Retirement Association (“ACERA”), the
Government of Guam Retirement Fund (“GGREF”), the Northern Ireland Local Governmental Officers’
Superannuation Committee (“NILGOSC”), The City of Edinburgh Council as Administering Authority of
the Lothian Pension Fund (“Lothian”), and the Operating Engineers Local 3 Trust Fund (“Operating
Engineers”).
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2. There are two proposed settlements before the Court, one with certain of the
underwriter defendants for $426,218,000 (the “Underwriter Settlement”) on behalf of the
Underwriter Settlement Class, and another with the Lehman directors and officers for
$90 million (the “D&O Settlement) on behalf of the D&O Settlement Class, for a combined
recovery of over $516 million. Notably, Lead Plaintiffs continue to prosecute the claims against
the non-settling defendants — Ernst & Young LLP (“E&Y”’) and UBS Financial Services, Inc.
(“UBSFS”).

3. We respectfully submit that each of the proposed Settlements, for independent
reasons detailed herein, represents an outstanding result for the Settlement Classes. As explained
below, the Settlements benefit each Settlement Class by conferring a guaranteed and immediate
recovery while avoiding the substantial risks and expense of continued litigation, including the
risk of recovering less than the Settlement Amounts after substantial delay or of no recovery at
all.

4, On November 7, 2011, the $90 million was deposited into an escrow account for
the benefit of the D&O Settlement Class. While the amount of the D&O Settlement is not as
substantial as the approximately $426 million recovered in the UW Settlement, limits on the
ability of Lehman’s former officers, the Officer Defendants, to pay a substantial judgment amply
support the reasonableness of the settlement. As explained below, Lead Plaintiffs retained a
highly-respected neutral, the Honorable John S. Martin (Ret.), to perform a confidential review
of the liquid net worth of Lehman’s former officers in order to assure Lead Plaintiffs that
recovering $90 million from insurance now, which would otherwise be depleted by defense

costs, was the best option to maximize the recovery for the D&O Settlement Class.
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5. $426,093,000 has also been deposited into an escrow account for the benefit of
the Underwriter Settlement Class.”> To put this amount into context, it represents approximately
13% of the maximum statutory damages (before taking into account Defendants’ arguments to
reduce damages based on negative causation) that could have been recovered against the
Underwriter Defendants pursuant to Section 11(e) of the Securities Act. Moreover, as explained
below, the Underwriter Defendants asserted myriad defenses to liability, such as the “due
diligence” defense, that, if successful, would have resulted in no recovery from these defendants.

6. The proposed Settlements are the result of Lead Plaintiffs’ and Lead Counsel’s
extensive investigation into the claims, preparation of three detailed complaints, two rounds of
dispositive motions, protracted settlement negotiations overseen by the Honorable Daniel J.
Weinstein (Ret.) of JAMS, a review by Judge Martin of the liquid net worth of the former
Lehman officers, extensive consultation with experts in areas requiring specialized knowledge,
and the review and analysis of a substantial volume of internal Lehman and underwriter
documents during confirmatory discovery for the Underwriter Settlement.

7. In addition to seeking final approval of the Settlements, Lead Plaintiffs seek
approval of the proposed Plans of Allocation as fair and reasonable. To prepare the Plans of
Allocation and to apportion the UW Settlement Amount among purchasers of the eligible
securities, Lead Counsel consulted with an expert in the areas of economics and damages.
Pursuant to the Plans of Allocation, the Settlement Amounts plus interest accrued (after
deduction of Court-approved expenses and attorneys’ fees) will be distributed on a pro rata basis
to members of each Settlement Class who submit Claim Forms that are approved for payment by

the Court.

? Lead Plaintiffs granted one of the Settling Underwriter Defendants a brief extension until April 2, 2012,
to deposit its portion ($125,000.00) of the Underwriter Settlement Amount.

3
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8. For their extensive efforts in the face of enormous risks, Lead Counsel, on behalf
of all Plaintiffs’ Counsel, are also applying for an award of attorneys’ fees and reimbursement of
expenses (the “Fee and Expense Application”). Specifically, Lead Counsel are applying for an
attorneys’ fee of 16% of each Settlement Amount and for reimbursement of litigation expenses,
to be paid in pro rata amounts from the two separate Settlement Amounts, of $1,619,669.27.
The requested fee is well within the range of reasonable fees approved by courts in this District
and around the country, and is amply supported by each of the relevant factors set forth in
Goldberger v. Integrated Res., Inc., 209 F.3d 43 (2d Cir. 2000). The reasonableness of the 16%
fee request is confirmed with a lodestar cross-check resulting in a multiplier of 2.18, which is
well within the range of multipliers awarded in many other securities class action settlements of
a similar size.

9. For all of the reasons detailed herein, including the outstanding results obtained in
the face of the significant litigation risks, we respectfully submit that both the D&O Settlement
and the UW Settlement (as well as the Plans of Allocation) are each “fair, reasonable and
adequate” in all respects, and that the Court should therefore approve them pursuant to Rule
23(e) of the Federal Rules of Civil Procedure. For similar reasons, as well as for the additional
reasons set forth in § IV below, we respectfully submit that Lead Counsel’s requests for (a) an
award of attorneys’ fees equal to 16% of the Settlement Amounts and (b) reimbursement of
litigation expenses in the amount of $1,619,669.27, are also fair and reasonable, and should also
be approved.

10. This Joint Declaration describes: (a) the efforts undertaken by Lead Counsel, and
the additional firms performing work at the direction of Lead Counsel, to prosecute the Action

(9411-53); (b) the Settlements and the risks that Lead Plaintiffs and Lead Counsel considered in
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determining that the Settlements provide an outstanding recovery for their respective Settlement
Classes (1954-88); (c) the Notices to the members of the Settlement Classes (]989-96); (d) the
proposed Plans of Allocation for the Settlements (9998-104); and (e) the fee and expense
application by Lead Counsel (9105-40).

II. PROSECUTION OF THE ACTION

A. Appointment Of Lead Plaintiffs And Lead
Counsel, Lehman’s Bankruptcy And The
Preparation Of The Consolidated Complaint

1. On June 18, 2008, plaintiffs filed the first class action in this Court, Operative
Plasterers and Cement Masons Int’l Ass’n Local 262 Annuity Fund v. Lehman Bros. Holdings
Inc. et al., No. 08-05523 (LAK). ACERA, GGRF, NILGOSC, Lothian, and Operating Engineers
timely moved for appointment as the lead plaintiffs. ECF Nos. 6-8.° Following full briefing, on
July 30, 2008, the Court consolidated the pending class actions and appointed Lead Plaintiffs and
approved Lead Plaintiffs’ choice of the law firms of Bernstein Litowitz and Kessler Topaz as
Lead Counsel. ECF No. 18.

12.  Lead Counsel pursued an extensive investigation to prepare the first Consolidated
Complaint. Lead Counsel utilized their investigators to locate and interview former employees
of Lehman and others who might reasonably be expected to have relevant knowledge concerning
matters at issue in the case. The investigation also included consultation with experts and
analysis and review of a substantial volume of public information by and about Lehman,
including Lehman’s SEC filings; Lehman’s annual and quarterly financial statements; Lehman’s

press releases; transcripts of Lehman’s quarterly analyst conference calls; and a substantial

? Unless otherwise noted, all references to the docket are to the Equity/Debt Action, 08-CV-5523-LAK.
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volume of news articles and wire service reports concerning Lehman and its real estate-related
businesses.

13. While such investigation was underway, there was a flurry of material
developments regarding Lehman. On September 10, 2008, for example, Lehman issued a press
release and held a conference call announcing expected losses for the third quarter, as well as
plans to spin off the vast majority of Lehman’s commercial real estate assets. Given the new
information, Lead Plaintiffs sought and obtained an extension to file their Consolidated
Complaint in order to investigate the new, additional information for possible inclusion in the
pleading. With Lead Counsel’s work and investigation ongoing, Lehman petitioned for
bankruptcy protection on September 15, 2008.

14.  Lehman’s bankruptcy, the largest in United States history, had an enormous
impact on the case. Fundamentally, Lehman was no longer a viable named defendant due to the
bankruptcy stay resulting from the Company’s Chapter 11 proceeding. Moreover, the ability of
the D&O Defendants to pay a substantial judgment was adversely affected by Lehman’s demise,
as their wealth reportedly was tied directly to the value of Lehman stock. In addition, the value
of Lehman securities plunged due to the bankruptcy.

15.  Following the bankruptcy, Lehman investors filed additional class actions. Lead
Counsel requested in writing that such later-filed actions be transferred to the Honorable Lewis
A. Kaplan, because of the overlapping subject matter and claims, pursuant to Local Rules 15(a)
and (c) of the Rules for Division of Business Among District Judges. On September 24, 2008,
plaintiff Fogel Capital Management filed a separate action, Fogel Capital Mgmt., Inc. v. Richard
S. Fuld, Jr. et al., No. 08-08225 (LAK). Additional actions followed. See, e.g., Stanley Tolin v.

Richard S. Fuld, Jr. et al., No. 08-10008 (S.D.N.Y.) (filed on November 18, 2008), and Brooks
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Family P’ship LLC v. Richard S. Fuld, Jr. et al., No. 08-10206 (S.D.N.Y.) (filed on
November 24, 2008). In addition, counsel for plaintiffs in such actions issued press releases
announcing the opportunity to move for appointment as lead plaintiffs in the Fogel action and
additional cases.

16.  Lead Counsel continued their vigorous investigation, including locating and
interviewing witnesses, analyzing the torrent of publicly available information in the aftermath
of Lehman’s bankruptcy, consulting with experts and working with specially-retained
bankruptcy counsel.

17. On October 27, 2008, Lead Counsel filed the Amended Class Action Complaint,
which alleged additional claims against the Underwriter Defendants for offerings of Lehman
securities they partially underwrote, including claims related to the Series J Preferred Stock and
additional offerings. The Amended Class Action Complaint reflected Lead Counsel’s intensive
fact investigation up to that point, incorporating factual allegations based upon witness accounts.

B. Consolidation, Coordination, And Establishment
Of The Plaintiffs’ Executive Committee

18. On October 29, 2008, and thereafter, Lead Plaintiffs moved to consolidate Fogel
and the additional securities class actions. ECF Nos. 57-58, 66-67. Lead Plaintiffs also opposed
the separate motions for appointment of different lead plaintiffs. ECF Nos. 36-37 (08-CV-8225);
ECF Nos. 11-12 (08-CV-10206).

19. Counsel for the parties appeared before the Court on January 8, 2009 for a
scheduling conference and hearing on pending motions. During the conference, the Court heard
argument from Lead Counsel and counsel representing various other plaintiffs regarding case
management and organization of the related matters going forward, including consolidation and

coordination. The Court consolidated all actions involving Lehman equity and debt securities
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under the direction of Lead Plaintiffs and Lead Counsel. The Court separately consolidated the
multiple mortgage-backed securities cases for all purposes, while the ERISA actions remained as
a third stand-alone group. The Court further consolidated these three groups (equity/debt,
mortgage-backed securities, and ERISA) for discovery purposes and appointed an executive
committee.

20. On January 9, 2009, the Court entered Pretrial Order No. 1, consolidating the
eight pending Equity/Debt class actions.” Pretrial Order No. 1 also consolidated, for discovery
purposes only, the following three consolidated class actions: In re Lehman Brothers
Equity/Debt Securities Litigation (08 Civ. 5523 (LAK)) (the “Equity/Debt Action™); In re
Lehman Brothers Mortgage-Backed Securities Litigation (08 Civ. 6762 (LAK)) (the “MBS
Action”); and In re Lehman Brothers ERISA Litigation (08 Civ. 5598 (LAK)) (the “ERISA
Action”).

21. Pretrial Order No. 1 also established the “Plaintiffs’ Executive Committee” and
the “Executive Committee Chair.” The Plaintiffs’ Executive Committee consisted of:
(a) Bernstein Litowitz; (b) Kessler Topaz; (c) Gainey & McKenna LLP; (d) Wolf Haldenstein
Adler Freeman & Herz LLP; and (e) Girard, Gibbs & De Bartolomeo LLP. The Plaintiffs’

Executive Committee selected Sean Coffey of Bernstein Litowitz as Executive Committee Chair,

* The eight cases are: Operative Plasterers and Cement Masons Int’l Ass’n Local 262 Annuity Fund v.
Lehman Bros. Holdings Inc., et al., No. 08-05523 (LAK); Fogel Capital Mgmt., Inc. v. Richard S. Fuld,
Jr. et al., No. 08-08225 (LAK); Stanley Tolin v. Richard S. Fuld, Jr. et al., No. 08-10008 (S.D.N.Y.);
Brooks Family P’ship LLC v. Richard S. Fuld, Jr. et al., No. 08-10206 (S.D.N.Y.); Anthony Peyser v.
Richard S. Fuld, Jr. et al., No. 08-09404 (LAK) (S.D.N.Y.) (filed on October 31, 2008); Stephen P. Gott,
et al. v. UBS Fin. Servs. et al., No. 08-09578 (LAK) (S.D.N.Y.) (filed on November 6, 2008); Jeffrey
Stark, et al. v. Erin Callan, et al., 08-09793 (LAK) (S.D.N.Y.) (removed to federal court on November
12, 2008, complaint filed in state court on October 28, 2008); and Azpiazu v. UBS Fin. Servs., et al., No.
08-10058 (LAK) (S.D.N.Y.) (filed on November 19, 2008).

8
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who was subsequently succeeded by Max W. Berger of Bernstein Litowitz as the Executive
Committee Chair.’

C. The Second Amended Complaint
And Defendants’ Motions To Dismiss

22. Lead Counsel continued their intense investigation to prepare the Second
Amended Complaint. Such investigation included additional efforts to locate and interview
witnesses, further consultation with experts and continued analysis of publicly available
information.

23. On February 23, 2009, Lead Plaintiffs filed the Second Amended Complaint. The
Second Amended Complaint alleged negligence and strict liability claims under Sections 11,
12(a)(2) and/or 15 of the Securities Act against certain Lehman officers and directors and the
underwriters of Lehman securities for alleged untrue statements and material omissions in the
offering materials for Lehman securities. Separately, Lead Plaintiffs asserted securities fraud
claims under Sections 10(b), 20(a), and/or 20A of the Exchange Act against certain Lehman
officers.

24. The Second Amended Complaint further alleged Securities Act claims on behalf
of purchasers of certain Structured Notes, including “principal protection notes,” against certain
Lehman officers and directors and UBSFS. The plaintiffs bringing claims on these Structured
Notes alleged that the offering documents for “principal protection notes” were false and
misleading because they failed to adequately disclose that “principal protection” depended upon

the solvency of Lehman.

> The law firms of Gainey & McKenna LLP and Wolf Haldenstein Adler Freeman & Herz LLP were
appointed Co-Lead Counsel for the ERISA Action.
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25. On April 27, 2009, the director and officer defendants and the underwriter

defendants filed three separate motions to dismiss the Second Amended Complaint consisting of

over 170 pages of briefs (over 400 pages, including schedules/appendices) and well over 8,000

pages of exhibits. See ECF Nos. 134-45. These defendants argued, among other things, that the

Second Amended Complaint should be dismissed in whole or in part because:

(a)

(b)

(c)
(d)

(e)

®

(2

(h)

Plaintiffs lacked standing with respect to the majority of Offerings at
issue;

The Second Amended Complaint “sounded in fraud” and was thus subject
to the heightened pleading of Fed. R. Civ. P. 9(b);

Many of the alleged misstatements are forward-looking statements;

The statements of the confidential sources cited by Lead Plaintiffs were
not pleaded with particularity;

Many of the alleged misstatements concerning the Company’s risk
management practices were inactionable “puffery”;

Lead Plaintiffs failed to allege facts to create a strong inference that each
of the officer defendants acted with scienter;

Lead Plaintiffs failed to plead loss causation because: (i) the decline in
stock price did not follow any corrective disclosure, (ii) losses in prices of
securities were actually caused by unforeseen and unexpected market
forces, and (iii) alleged losses were not apportioned between the disclosed
and allegedly concealed information; and

The offering supplements for the Lehman/UBS Structured Products that
purported to offer full or partial principal protection disclosed the
purportedly omitted information.

26. On June 29, 2009, Lead Plaintiffs filed two briefs in opposition to defendants’

motions to dismiss the Action. See ECF Nos. 167-69. Among other things, Lead Plaintiffs’

opposition briefs:

(a)

Responded to defendants’ arguments regarding lack of statutory standing
as to the majority of the Offerings;

10
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(b)

(©)

(d)

(e)

®

(2

(h)

Rebutted defendants’ contentions that the Second Amended Complaint
“sounded in fraud” (and that even if it did, it was still sufficient under the
heightened pleading requirements of Rule 9);

Responded that neither the “bespeaks caution” doctrine nor the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995
(“PSLRA™) apply and that defendants’ supposed warnings were
inadequate to apprise investors of the real risks;

Refuted defendants’ notion that the Court should somehow disregard Lead
Plaintiffs’ confidential witness statements;

Cited relevant authority showing that all of the alleged misstatements were
actionable and none were mere “puffery”;

Demonstrated how the offering documents confirmed that the assurances
in the pricing supplements superseded any conflicting information;

Responded to defendants’ arguments of failure to allege scienter by
showing strong direct and circumstantial evidence of conscious
misbehavior or recklessness; and

Responded to each of defendants’ arguments pertaining to loss causation.

27. On July 31, 2009, defendants filed their respective reply papers, which consisted

of a combined total of 88 pages of additional briefs, plus additional exhibits. See ECF Nos.

172-74. Thereafter, Lead Plaintiffs submitted recent authority further supporting their opposition

to the motions to dismiss.

28. While defendants’ motions to dismiss were pending, Lead Counsel moved to lift

the automatic stay of discovery under the PSLRA in order to obtain material that had been

produced to others. ECF Nos. 179-81. Lead Plaintiffs argued that lifting the discovery stay

would not frustrate the purpose of the PSLRA, that the litigation landscape was shifting and that

Lead Plaintiffs would be disadvantaged without access to material provided to others, and that

such production would ensure that evidence is preserved. On December 11, 2009, the Court

denied the motion. ECF No. 189.

11
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29. On January 26, 2010, counsel appeared before the Court for argument on
defendants’ motions to dismiss in this action. The hearing coincided with arguments on motions
to dismiss in the consolidated MBS Action and in the ERISA Action. After full argument in the
Equity/Debt case, the Court took the matter under submission.

D. The Bankruptcy Examiner’s Report, Lead

Counsel’s Continued Investigation And
Preparation Of Third Amended Class Action Complaint

30. Anton R. Valukas was appointed as the examiner (“Examiner”) in Lehman’s
Chapter 11 bankruptcy proceedings on January 29, 2009. On March 9, 2009, Lead Plaintiffs and
the Examiner entered into a Stipulation and Order Relating to Chapter 11 Cases and Proceedings
to promote cooperation and coordination with each other in an effort to assist the Examiner with
the investigation. Approximately one month after Lead Plaintiffs filed their Second Amended
Complaint, a senior representative of the Examiner’s office and Lead Counsel, met in person to
discuss the allegations in the Second Amended Complaint. Lead Counsel believe that the
information provided to the Examiner was helpful in the course of his investigation.

31.  On March 11, 2010, a little more than one year after his appointment and while
Defendants’ motions to dismiss in this Action were sub judice, the Examiner issued his report
into potential claims of the bankruptcy estate (the “Examiner’s Report”). The Examiner had
collected in excess of five million documents comprising more than 40 million pages, and
estimates that he reviewed approximately 34 million pages of documents in the course of his
investigation. Additionally, the Examiner interviewed more than 250 individuals. The 2,200
page Examiner’s Report described in detail the results of the investigation and included over
8,000 footnotes referencing thousands of documents, which were made available to the public.

32.  In light of this report, the parties and the Court participated in a telephonic

conference, and Lead Plaintiffs requested leave to amend their Second Amended Complaint. On

12
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March 17, 2010, the Court denied the pending motions to dismiss without prejudice and granted
Lead Plaintiffs leave to amend. See ECF No. 202.

33.  Over the next four weeks, Lead Counsel thoroughly digested the Examiner’s
Report and its supporting documentation. During that process, Lead Counsel compared and
confirmed many of the Examiner’s findings with Lead Counsel’s own prior conclusions based
upon our own independent and ongoing investigation.

34. On April 23, 2010, four weeks after being granted leave to amend, Lead Plaintiffs
filed the Third Amended Class Action Complaint (the “Complaint”), attached as Exhibit 1. The
Complaint alleged that Defendants’ public statements, including the offering materials, contained
material misstatements, and omitted to state facts necessary to make the representations
contained in the offering materials not materially misleading, concerning:

(a) Lehman’s use of Repo 105 transactions as gimmicks to reduce Lehman’s
net leverage ratio and to create the appearance of balance sheet strength;

(b) Lehman’s concealment of its true liquidity position and its liquidity risk;

(©) Lehman’s risk management and its routine disregard and override of risk
limits;

(d) Lehman’s failure to record its commercial real estate assets at fair market
value; and

(e) Lehman’s failure to disclose material facts concerning its concentration of
risky assets.

E. Defendants’ Second Round Of Motions
To Dismiss And Lead Plaintiffs’ Responses

35. On June 4, 2010, the D&O and Underwriter Defendants and UBSFS filed a joint
motion to dismiss the Complaint, which included 90 pages of briefing and appendices and over
2,800 pages of exhibits, ECF Nos. 224-26, arguing, among other things, that the Complaint

should be dismissed because:

13
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(a)

(b)
(c)

(d)
(e)

®

(2

(h)

(1)

G

The accounting treatment for Repo 105 transactions complied with
Generally Accepted Accounting Principles (“GAAP”);

No disclosure was necessary for the Repo 105 transactions;

The risk management allegations were “a mismanagement claim” and
“puffery”;

Lehman adequately warned about liquidity risks in the offering materials;

The commercial real estate valuations were truly held opinions and the
alleged overvaluations were de minimis;

The Exchange Act claims failed to plead any misstatements by Defendant
Gregory or misstatements by any Officer Defendants relating to liquidity;

The Complaint failed to allege facts giving rise to a “strong inference” of
scienter;

The 10(b) claims should be dismissed because the Examiner’s Report
should be read to exonerate certain Defendants;

The Complaint failed to plead loss causation for, among other reasons, the
fact that market-wide phenomena and not the alleged misstatements
caused the losses; and

The Repo 105 allegations could not have caused Plaintiffs’ losses because
they were not revealed until the Examiner’s Report, almost 1.5 years after
the close of the Class Period.

36.  Additionally, the Director Defendants filed a separate motion to dismiss the

Complaint. ECF Nos. 230-32. They argued, among other things, that their affirmative “due

diligence” defense should apply to bar Lead Plaintiffs’ Section 11 claims, relying primarily upon

the Examiner’s conclusion that the directors had not breached certain duties, which purportedly

exonerated them from liability in this Action.

37. On June 30, 2010, Lead Plaintiffs filed their combined Opposition to Defendants’

Motions to Dismiss the Third Amended Class Action Complaint. ECF No. 235. The Opposition

explained the following, among other points:

(a)

The Repo 105 transactions were indisputably material and violated GAAP,
and were never disclosed to investors as required by GAAP;

14



Case 1:09-md-02017-LAK Document 807 Filed 03/08/12 Page 26 of 63

(b) The Repo 105 transactions rendered other simultaneous statements made
by Defendants regarding liquidity and liquidity ratios materially false and
misleading when made;

(c) Defendants did not challenge the falsity of their risk management
statements and that according to law, when the conduct involved

misstatements related to mismanagement, the claims are actionable under
the federal securities laws;

(d) According to case law, misstatements concerning the methodology used
for valuing assets constitute representations of fact;

(e) The facts alleged in the Complaint give rise to a “strong inference” of
scienter; and

6] The risks concealed by the Repo 105 transactions, and Defendants’ related
false statements, materialized with the events leading up to Lehman’s
liquidity crisis and bankruptcy.

38. On July 13, 2010, Defendants filed their respective reply briefs (ECF Nos.
236-38), which consisted of a combined total of 48 pages of legal argument.

39. Lead Counsel continuously monitored the bankruptcy proceedings and the courts
for any recent authority or new information supporting Lead Plaintiffs’ case and the opposition
to Defendants’ motions to dismiss. In this regard, Lead Plaintiffs submitted supplemental
authority supporting their opposition while the motions to dismiss were pending. Moreover, as
explained, Lead Plaintiffs and counsel for the Settling Defendants commenced protracted
settlement negotiations before resolution of Defendants’ motions to dismiss.

40. On July 27, 2011, the Court entered its Opinion on the various motions to dismiss
the Complaint. The Court’s Opinion granted in part and denied in part Defendants’ motions to
dismiss the Complaint. See ECF No. 263. The Opinion also directed Defendants “to settle an
order more fully setting forth the rulings in the Opinion, preferably with agreement from all

parties.” The parties negotiated and ultimately agreed to such a submission, setting forth each of

the rulings in Pretrial Order No. 19. ECF No. 275.
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F. Other Significant Actions Taken By Lead Counsel

1. Monitoring Of Bankruptcy Proceedings

41.  In light of Lehman’s Chapter 11 bankruptcy proceedings, litigation against
Lehman (and affiliated debtors) was subject to the automatic stay provisions of the United States
Bankruptcy Code, and, thus, Lead Plaintiffs were barred from prosecuting claims against
Lehman. In order to further safeguard the interests of the class in the Lehman bankruptcy
proceedings in general, Lead Plaintiffs immediately enlisted the law firm of Lowenstein Sandler
PC to serve as bankruptcy counsel for the proposed class.

42.  Lead Counsel monitored Lehman’s Chapter 11 bankruptcy proceedings to ensure
that the classes’ interests were adequately protected. In that regard, individual and class proofs
of claim were prepared. Lead Counsel also reviewed potentially relevant pleadings, commented
on pertinent orders, and prepared objections where necessary. With the assistance of bankruptcy
counsel, Lead Counsel reviewed multiple iterations of the proposed plan of reorganization and
disclosure statement and numerous supporting pleadings and documents. In addition, we
monitored the bankruptcy proceedings for information relevant to the D&O liability insurance
policies. We also analyzed available transcripts and documents submitted in the bankruptcy
proceedings for evidence relevant to the claims and defenses in this Action.

2. Coordination Among Plaintiffs’ Counsel

43, In accordance with Pretrial Orders Nos. 1 and 3, Lead Plaintiffs and Lead Counsel
have worked diligently to maintain order and coordination among the many Lehman-related
cases that were transferred to this Court’s docket. Pretrial Order No. 1 requires, among other
things, that the Executive Committee prepare confidential periodic reports regarding the status of
the three consolidated class actions (this Action, the MBS Action, and the ERISA Action). To

date, the Executive Committee has prepared and disseminated nine such confidential reports.
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44. The status reports have assisted in monitoring and coordinating the prosecution of
the Action among Plaintiffs’ Counsel. Moreover, such reports have helped Lead Counsel to
promote efficiency and to ensure that the various firms did not duplicate efforts in prosecuting
the various actions.

3. The Rule 26(f) Discovery Plan

45. Following denial of the motions to dismiss the Complaint in July 2011, Lead
Counsel initiated the parties’ Rule 26(f) conference. In advance of the September 7, 2011
conference, Lead Counsel prepared and circulated a draft discovery and case management plan.
Counsel for the parties met in person to discuss the plan and additional case management issues,
including a proposed schedule for the case and mechanisms for coordinating proceedings with
the additional actions in these MDL proceedings. Lead Counsel met telephonically with defense
counsel on several occasions to negotiate and finalize the discovery plan.

46. On November 1, 2011, the parties filed their Joint Rule 26(f) Discovery Plan
Report with the Court in anticipation of the November 8, 2011 status and scheduling conference.
Lead Counsel and counsel for the parties appeared before the Court for the conference to address
various scheduling and case management issues. Following the conference, on November 9,
2011, the Court issued Pretrial Order No. 23, which provided that document production and class
certification depositions could begin immediately in this Action.

47.  Immediately after the Court lifted the PSLRA discovery stay, Lead Counsel
served a subpoena on the Lehman estate for relevant documents. Through such discovery and
additional efforts, and as a result of conditions in the settlement agreements that required
production of documents, Lead Plaintiffs obtained a substantial volume of material for the
prosecution of their claims and also to assess the fairness and reasonableness of the settlement

with the Settling Underwriter Defendants as part of the confirmatory discovery process.
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48.  Lead Counsel utilized a sophisticated electronic database to host and manage the
document productions in order to efficiently analyze the discovery material. Lead Counsel, with
the assistance of Plaintiffs’ Counsel, undertook a diligent and extensive process of reviewing and
analyzing such documents. Lead Counsel and additional Plaintiffs’ Counsel have obtained,
reviewed, and/or analyzed more than 10 million pages of documents.

4. Establishing A Lehman Brothers Securities Litigation Website

49. Lead Counsel established a comprehensive website for the Action to provide an
accessible place for class members, the parties to the case, and other interested non-parties to
view Court rulings, Court-approved Notices, Lead Plaintiffs’ pleadings, and other documents
filed and submitted in this Action.

50. The website, found at www.LehmanSecuritiesLitigation.com, was created and
established on December 8, 2008. Since that time, Lead Counsel have placed on the website
relevant pleadings and announcements of developments in the Action. As noted by class
members in communications with our two firms, the website has been a useful resource for
keeping informed of developments in the case.

51.  Lead Counsel have also established a second website concerning the proposed
Settlements in the Action located at www.LehmanSecuritiesLitigationSettlement.com. This site
posts all relevant settlement materials and lists the March 22, 2012 exclusion and objection
deadline, the May 17, 2012 Claim Form submission deadline, as well as the April 12, 2012, 4:00
p.m. Settlement Fairness Hearing. Downloadable copies of the Notices and the Claim Form are

also available on the website.
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5. Lead Counsel’s Use Of Experts And Consultants

52. Lead Plaintiffs and Lead Counsel consulted with several experts and consultants
while investigating and prosecuting the Action, including experts and consultants in the fields of
economics, finance, valuation, accounting and auditing principles, and financial analysis.

53. Lead Counsel are constrained from explaining in any great detail the scope of
their work with experts while the case is continuing against the non-settling Defendants.
Generally speaking, these experts and consultants were utilized for a multitude of tasks,
including pre-suit investigation, preparation of initial and amended complaints, assessing
damages and loss causation, preparing materials utilized in negotiating the Settlements, and
developing the Plans of Allocation.

III. THE SETTLEMENTS

54. The combined recovery from the proposed Settlements is $516,218,000. As set
forth more fully below, the D&O Settlement ($90,000,000), the First Underwriter Settlement
($417,000,000), and the Second Underwriter Settlement ($9,218,000) achieved in this case
(collectively the “Settlements”) were the result of arm’s-length negotiations, by fully informed
Lead Plaintiffs and Lead Counsel, overseen by Judge Weinstein.

55. The Settlements provide the members of the proposed Settlement Classes
immediate benefits and eliminate the significant risks of continued litigation under circumstances
where a favorable outcome could not be assured and where there are limits on the ability of
Lehman’s former officers to pay a substantial judgment. Lead Counsel believe that the
Settlements are fair, reasonable, and excellent results for members of the Settlement Classes
considering the risk of recovering nothing or less than the Settlement Amounts after substantial

delay.
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A. D&O Settlement

1. Negotiation Of The Settlement
With The Directors And Officers

56. The process of achieving the D&O Settlement was long and arduous. Lead
Plaintiffs and the D&O Defendants engaged in initial settlement discussions following the
briefing of Defendants’ motions to dismiss the Complaint. In November 2010, the parties
submitted detailed mediation statements and additional materials setting forth their respective
positions on liability and damages to Judge Weinstein.

57. On December 6-7, 2010, Lead Counsel, counsel for the D&O Defendants and
their insurers, and counsel for the Lehman estate and additional plaintiffs participated in a face-
to-face mediation session in New York City before Judge Weinstein. After two days, the parties
remained far apart in their respective positions. Although a settlement was not reached at this
mediation session, both sides remained in communication and met for another mediation session
with Judge Weinstein on February 22-23, 2011. A settlement was still not reached after these
two additional days of face-to-face negotiations and presentations. Lead Plaintiffs continued to
prosecute the case, while negotiations continued with the assistance of Judge Weinstein.

58.  As the Action progressed, Lead Plaintiffs monitored the rapidly-diminishing
$250 million in insurance under the 2007-2008 D&O insurance policies applicable to Lead
Plaintiffs’ claims against the D&O Defendants. Beginning in 2009, Lehman and its former
directors and officers moved several times in the Bankruptcy Court for comfort orders approving
payment of defense costs and settlements in related matters out of the $250 million in total
available insurance applicable to Lead Plaintiffs’ claims. For example, just days after the
February mediation, on February 28, 2011, an application sought Bankruptcy Court authorization

to allow payment from the fifth excess layer of insurance, which provided coverage between $70
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million and $80 million. By June 29, 2011, an application requested payment from the fifth or
sixth excess layer, which covered $85 million to $110 million. Thus, as they continued to
litigate the action against the D&O Defendants, Lead Plaintiffs remained cognizant of the status
of the D&O insurance policies.

59.  Ina November 9, 2011 Bankruptcy Court filing, Lehman stated that, “taking into
account settlement payments that have been or are contemplated to be made, as well as defense
costs that have been or are contemplated to be paid by Lehman’s third party insurers under the
Debtor’s 2007-08 D&O Policies, the Debtors anticipate that the limits of liability of the 2007-
2008 D&O policies [the insurance policies that have been used to cover this Action] will be fully
exhausted before the end of the year.”

60.  In August 2011, Lead Plaintiffs and the D&O Defendants finally reached an
agreement in principle to settle for $90 million in cash pursuant to a mediator’s proposal, subject
to the satisfaction of certain conditions, including a confidential assessment of the liquid net
worth of the Officer Defendants by a highly-respected neutral. Following the execution of the
term sheet, Lead Counsel and the D&O Defendants negotiated the specific terms of the D&O
Settlement, as set forth in the October 14, 2011 D&O Stipulation and related exhibits.

61.  Additionally, as required by the D&O Stipulation, the D&O Defendants moved
the Bankruptcy Court overseeing Lehman’s bankruptcy for a comfort order approving the use of
D&O insurance proceeds to fund the D&O Settlement. Individual officers and directors of a
Lehman-related entity objected to the D&O Defendants’ motion, noting that the D&O insurance
proceeds were rapidly dwindling and requesting that the Court preserve the remaining coverage

under the 2007-2008 policies for them and provide a means to distribute the proceeds to resolve
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pending and future claims. On October 19, 2011, the Bankruptcy Court granted the D&O
Defendants’ motion.

2. D&O Stipulation

62. Pursuant to the D&O Stipulation dated October 14, 2011, in full and complete
settlement of the Settled Claims (as that term is defined in 91.jj of the D&O Stipulation), the
D&O Settling Defendants have paid into escrow $90 million in cash, subject to the terms and
conditions of the D&O Stipulation.

63. The D&O Defendants are former Lehman officers Richard S. Fuld, Jr.,
Christopher M. O’Meara, Joseph M. Gregory, Erin Callan, and lan Lowitt; and former Lehman
directors Michael L. Ainslie, John F. Akers, Roger S. Berlind, Thomas H. Cruikshank, Marsha
Johnson Evans, Sir Christopher Gent, Roland A. Hernandez, Henry Kaufman, and John D.
Macomber.

64. The D&O Settlement Class is defined as follows:

All persons and entities who (1) purchased or acquired Lehman securities
identified in Appendix A to the D&O Stipulation pursuant or traceable to the
Shelf Registration Statement and who were damaged thereby, (2) purchased or
acquired any Lehman Structured Notes identified in Appendix B to the D&O
Stipulation pursuant or traceable to the Shelf Registration Statement and who
were damaged thereby, or (3) purchased or acquired Lehman common stock, call
options, and/or sold put options between June 12, 2007 and September 15, 2008,
through and inclusive, and who were damaged thereby. Excluded from the D&O
Settlement Class are (i) Defendants, (ii) Lehman, (iii) the executive officers and
directors of each Defendant or Lehman, (iv) any entity in which Defendants or
Lehman have or had a controlling interest, (v) members of Defendants’ immediate
families, and (vi) the legal representatives, heirs, successors or assigns of any
such excluded party. Also excluded from the D&O Settlement Class are any
persons or entities who exclude themselves by filing a timely request for
exclusion in accordance with the requirements set forth in the D&O Notice.

65. The D&O Settlement will release the “Settled Claims,” as defined in q1.jj of the
D&O Stipulation, against the “Released Parties.” The Released Parties, as defined in §1.hh of

the D&O Stipulation, include Richard S. Fuld, Jr., Christopher M. O’Meara, Joseph M. Gregory,
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Erin Callan, Ian Lowitt, Michael L. Ainslie, John F. Akers, Roger S. Berlind, Thomas H.
Cruikshank, Marsha Johnson Evans, Sir Christopher Gent, Roland A. Hernandez, Henry
Kaufman, John D. Macomber, and Lehman and its subsidiaries and affiliates that are debtors in
the Lehman Brothers Holdings Inc. bankruptcy proceedings.’

66.  As described below in 470, the D&O Settlement was subject to a confidential
review of the Officer Defendants’ combined, liquid net worth by a highly-respected neutral.
Moreover, the Lehman estate’s inclusion as a “Released Party” in q1.hh of the D&O Stipulation
was conditioned on the production of certain Lehman documents to Lead Counsel in accordance
with the D&O Stipulation, a condition which has been satisfied.

3. Reasons For The Settlement
With The Directors And Officers

67.  Lead Plaintiffs and Lead Counsel endorse and support the D&O Settlement. Lead
Plaintiffs have actively overseen each step in the prosecution of the Action. Lead Counsel
specialize in complex securities litigation and are highly-experienced in such litigation. Based
on their collective experience and close knowledge of the facts and applicable law, Lead Counsel
recommended and Lead Plaintiffs determined that the D&O Settlement was in the best interest of
the D&O Settlement Class.

68.  Lead Counsel engaged a consultant to assist in estimating potentially recoverable
damages for the Section 10(b) claims against the officers, as well as the Securities Act claims
against the D&O Defendants for the debt and equity offerings of Lehman securities issued during
the Settlement Class Period, as well as for the relevant structured notes. This estimate, before

taking into account causation or other defenses to damages, amounts to many billions of dollars

% Released Parties also includes certain affiliates of Lehman, including past, present and future
employees, officers and directors of Lehman, as well as other related parties as defined in 41.hh of the
D&O Stipulation.
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in the aggregate. The D&O Defendants, naturally, would have challenged Lead Plaintiffs’
damage calculation and theory of causation.

69.  Leaving aside (for now) the significant risk of proving the D&O Defendants’
liability, there were obvious and substantial risks in collecting on any judgment for many billions
of dollars that might be obtained through trial. While Defendant Fuld reportedly had enormous
wealth before the Lehman bankruptcy, it was subsequently learned that most of it was in Lehman
stock, and it is unlikely that Lead Plaintiffs could have collected a substantial judgment from him
personally. Nevertheless, in order to assure that Lehman’s former officers lacked sufficient
available resources to satisfy a judgment or that such resources were sufficiently larger than $90
million to justify the risk of further litigation and many years of delay, the D&O Settlement was
conditioned on Lead Plaintiffs obtaining assurances concerning the former officers’ combined
liquid net worth.

70. The liquid net worth assessment was conducted by Judge John S. Martin, Jr.
(Ret.) of Martin & Obermaier, LLC. Judge Martin served as a United States District Judge and
the United States Attorney for the Southern District of New York. The parties engaged Judge
Martin to determine whether the current “combined liquid net worth” of Officer Defendants
Gregory, Fuld, O’Meara, Callan, and Lowitt is less than $100 million. Lead Counsel provided
Judge Martin with the relevant portion of the parties’ agreement setting forth the scope of the
neutral’s review and the authority of the neutral to undertake such investigation as he viewed
appropriate. Judge Martin agreed to serve as the neutral and conduct a review of the liquid net
worth of the Officer Defendants. Judge Martin retained Guidepost Solutions, LLC, to assist him
in reviewing the financial records of the Officer Defendants and conducting an appropriate

investigation to determine that they did not possess liquid assets in addition to those disclosed to
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Judge Martin and Guidepost. In order to enable Judge Martin to make the requested
determination, he requested that each of the Officer Defendants complete a Net Worth
Questionnaire (created with the help of Guidepost) listing all their assets (including, but not
limited to, cash, bank accounts, personal property, real property, loans, trusts, and life insurance
policies), a list of all liabilities, copies of bank statements and brokerage account statements, and
copies of tax returns. The Officer Defendants each submitted a completed Net Worth
Questionnaire and the requested documents. Judge Martin reviewed the completed
questionnaires and the submitted documents with the assistance of Guidepost’s analysts and
forensic accountants, and requested clarification and additional documents from each of the
Officer Defendants in an effort to determine the total “combined liquid net worth” of the Officer
Defendants under the definition provided. Judge Martin reviewed and analyzed the following
categories of documents and information produced by the Officer Defendants: (a) lists (including
values) of bank accounts and brokerage accounts; (b) bank and brokerage account statements;
(c) tax returns filed by the Officer Defendants for the tax years 2008, 2009 and 2010 (where such
returns had been filed); (d) loan documents; (e) financial transaction records; and
(f) explanations of individual financial transactions in instances in which Judge Martin asked for
such explanations. In addition, Judge Martin prepared and required all of the Officer Defendants
to execute affidavits expressly stating that they had identified in their submissions to Judge
Martin: (a) all of their current bank and brokerage accounts and all of their bank and brokerage
accounts that had existed between May 2008 and the present that had been closed in the interim
and (b) all of their assets containing marketable securities wherever located in the world. Based
upon the affidavits of the Officer Defendants, the information the Officer Defendants provided to

Judge Martin and the independent investigation conducted by Guidepost, Judge Martin provided
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his opinion that he was satisfied that the liquid worth of the Officer Defendants taken together is
substantially less than $100 million.

71. If, therefore, Lead Plaintiffs passed on the definite $90 million recovery for the
D&O Settlement Class and instead continued to pursue the claims against Lehman’s former
officers (the outcome of which is uncertain and years in the future), the policy would evaporate
and the officers’ combined liquid net worth likely would be an inadequate alternative source for
recovery. In reaching this conclusion, Lead Counsel considered several factors, including
balancing the amount of the certain recovery against the uncertain and risky potential recovery
after trial and appeals, the ability to collect and convert a judgment in the event of success and
the time-value of money.

72. Separate and apart from the ability to pay, the D&O Defendants contended that
various defenses would substantially reduce or eliminate altogether the amount of damages for
which they were liable. The D&O Settlement enables the D&O Settlement Class to immediately
recover a substantial sum of money, while avoiding protracted litigation and the following risks,
among others:

(a) The D&O Defendants raised numerous defenses to the Securities Act claims in
this Action, including the “due diligence” defense and ‘“expert-reliance” defense. The D&O
Defendants argued that Lehman’s public filings and the Examiner’s Report conclusively
demonstrate that Defendants Fuld, O’Meara, Callan, and the Directors each conducted a
“reasonable investigation” and had a “reasonable ground to believe” that the offering materials
were true and void of any materially misleading statements or omissions. 15 U.S.C.
§ 77k(b)(3)(A). The D&O Defendants argued that findings in the Examiner Report support their

“due diligence” defense to Securities Act claims, pointing to discussion of active participation in
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board meetings, receipt of management reports on various aspects of Lehman’s plans and
operations, and specifically reviewing financial and risk issues at both the Board and Board
Committee levels. See, e.g., Examiner’s Report at 55, 148-49, 633, 803, 947 n.3653, 1460
n.5633, 1484-87, App. 8 at 22-23; see also 194 (the Director Defendants “plainly implemented a
sufficient reporting system and controls). This defense is an issue for trial necessitating expert
testimony. Likewise, the D&O Defendants relied upon the findings in the Examiner’s Report
(see, e.g., Examiner’s Report at 56, 195, 945) to argue that they “had no reasonable ground to
believe and did not believe” that the statements in the expertized portion of the registration
statement were untrue or contained material omissions. 15 U.S.C. § 77k(b)(3)(C). According to
the D&O Defendants, Lehman’s public auditor, E&Y, knew about the Repo 105 transactions,
issued an unqualified audit opinion certifying that financial statements included in Lehman’s
2007 Form 10-K were prepared in accordance with GAAP and fairly presented Lehman’s
financial condition in all material respects, and issued statements in Lehman’s quarterly reports
stating that it was not aware of any material modifications that should be made to Lehman’s
financial statements for them to conform with GAAP. See ECF No. 263, July 27, 2011 Opinion
at 63 (“They point to the fact that E&Y knew about Lehman’s Repo 105 transactions and
approved of their use and the accounting for them.”). This “expert reliance” defense for the
D&O Defendants is also an issue for trial requiring expert testimony.

(b) Under Section 11(e) of the Securities Act, damages may be reduced or eliminated
if the defendant proves that a portion or all of the statutory damages are attributable to causes
other than the alleged misstatements or omissions. Throughout the litigation, the D&O
Defendants asserted — and were expected to continue to assert through summary judgment and

trial — that causes other than the alleged untrue statements and omissions were to blame for the
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decline in value of Lehman’s securities. Moreover, the D&O Defendants have argued that the
“materialization of the risk” theory of loss causation does not apply. While Lead Plaintiffs have
strong responses to these causation defenses, Lead Counsel appreciate that a jury could have
viewed it differently if the case was allowed to proceed to trial against these Defendants.

B. Underwriter Settlement

1. Negotiation Of The Settlements With
The Settling Underwriter Defendants

73. While prosecuting the claims and negotiating with the officers and directors, Lead
Plaintiffs concurrently negotiated with the Settling Underwriter Defendants. Over the course of
many months, Lead Counsel and counsel for the Settling Underwriter Defendants held
negotiation sessions, both in person and by telephone. The negotiations leading to the
Underwriter Settlement also included mediation overseen by Judge Weinstein. In advance of the
mediation, Lead Counsel consulted extensively with experts concerning estimated recoverable
damages related to the Lehman offerings that these Defendants underwrote and the Settling
Underwriter Defendants’ negative causation defense.

74.  When, after many months, the parties reached an impasse, the mediator ultimately
recommended the settlement amount of $417 million based on his familiarity with the issues, the
claims, defenses and arguments on both sides. Lead Plaintiffs agreed with the First Group of
Settling Underwriters to the mediator’s recommendation in early October 2011, subject to
obtaining confirmation through discovery of the fairness and reasonableness of the Underwriter
Settlement.

75.  Negotiations continued with the remaining Settling Underwriting Defendants (the
previously defined “Second Group of Settling Underwriter Defendants”), most of whom

represented that they did not have the financial ability to participate in the First Underwriter
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Settlement at the levels being required of those underwriters. After obtaining financial
information supporting their contentions, Lead Plaintiffs entered into the Second Underwriter
Stipulation with these defendants on or about December 9, 2011, agreeing to settle the claims for
$9,218,000 under the identical terms of the First Underwriter Stipulation.

76.  Throughout the course of the settlement process, the negotiations were undertaken
in an arm’s-length fashion, among experienced and senior counsel, on behalf of well-informed
Lead Plaintiffs, and under the close supervision and guidance of the mediator.

2. The First And Second Underwriter Stipulations

77. Pursuant to the First Underwriter Stipulation, dated December 2, 2011, in full and
complete settlement of the Settled Claims (as that term is defined in §1.ii of the First Underwriter
Stipulation) which were or could have been asserted in the Action, the First Group of Settling
Underwriter Defendants have paid into escrow on behalf of Lead Plaintiffs and the UW
Settlement Class the sum of $417,000,000 in cash, subject to the terms and conditions of the
First Underwriter Stipulation.

78. The Underwriter Settlement Class is a subset of the settlement class for the D&O
Settlement, defined as follows:

All persons and entities who purchased or otherwise acquired Lehman securities
identified in Appendix A to the First UW Stipulation pursuant or traceable to the
Shelf Registration Statement and Offering Materials incorporated by reference in
the Shelf Registration Statement and who were damaged thereby. The UW
Settlement Class includes registered mutual funds, managed accounts, or entities
with nonproprietary assets managed by any of the Released Underwriter Parties
including, but not limited to, the entities listed on Exhibit C attached to the First
UW Stipulation, who purchased or otherwise acquired Lehman Securities (each, a
“Managed Entity”). Excluded from the UW Settlement Class are (i) Defendants,
(i1) the officers and directors of each Defendant, (iii) any entity (other than a
Managed Entity) in which a Defendant owns, or during the period July 19, 2007
to September 15, 2008 (the “Underwriter Settlement Class Period”) owned, a
majority interest; (iv) members of Defendants’ immediate families and the legal
representatives, heirs, successors or assigns of any such excluded party; and
(v) Lehman. Also excluded from the UW Settlement Class are any persons or
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entities who exclude themselves by filing a timely request for exclusion in
accordance with the requirements set forth in the UW Notice.

79. The First Group of Settling Underwriter Defendants (referred to in the First
Underwriter Stipulation as the “Settling Underwriter Defendants”) consisted of A.G. Edwards,
ABN Amro, ANZ, BOA, BBVA, BNP Paribas, BNY, Caja Madrid, Calyon, CIBC, CGMI,
Commerzbank, Daiwa, DnB NOR, DZ Financial, E.D. Jones, Fidelity Capital Markets, Fortis,
Harris Nesbitt, HSBC, ING, Loop Capital, Mellon, Merrill Lynch, Mizuho, Morgan Stanley,
nabCapital, NAB, Natixis, Raymond James, RBC Capital, RBS Greenwich, Santander, Scotia,
SG Americas, Sovereign, SunTrust, TD Securities, UBS Securities, Utendahl, Wachovia Capital,
Wachovia Securities, and Wells Fargo.

80.  After reaching settlement with the First Group of Settling Underwriter
Defendants, Lead Plaintiffs reached agreement with the Second Group of Settling Underwriter
Defendants. This group consisted of Cabrera, Charles Schwab, HVB, Incapital, MRB Securities,
Muriel Siebert, and Williams.

81. By stipulation dated December 9, 2011, each defendant in the Second Group of
Settling Underwriter Defendants agreed to otherwise adopt the identical terms of the agreement
reached by Lead Plaintiffs and the First Group of Settling Underwriter Defendants for an
aggregate settlement amount of $9,218,000 in cash.’

82. The Underwriter Settlement will release the “Settled Claims,” as defined in §1.ii
of the First and Second Underwriter Stipulations, against the “Released Underwriter Parties.”
The “Released Underwriter Parties,” as defined in §1.gg of the First and Second Underwriter

Stipulations, include all of the Settling Underwriter Defendants identified in 79-80 above, as

7 As noted above, Lead Plaintiffs granted one of the Settling Underwriter Defendants a brief extension
until April 2, 2012, to deposit its portion ($125,000.00) of the First Underwriter Settlement Amount into
escrow. The remainder of the First Underwriter Settlement Amount has been deposited.
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well as their respective current and former trustees, officers, directors, principals, predecessors,
successors, assigns, attorneys, parents, affiliates, employers, employees, agents, and subsidiaries.

83. As part of the agreement with all of the Settling Underwriter Defendants, Lead
Plaintiffs obtained the right to withdraw from the proposed Underwriter Settlement at any time
prior to filing their motion for final approval of the proposed Underwriter Settlement if, in their
good faith discretion, Lead Plaintiffs determine that the proposed Underwriter Settlement is
unfair, unreasonable and/or inadequate based upon information obtained prior to moving for
final approval. For the reasons set forth herein and in the memorandum in support of the motion
for final approval of the Settlements, Lead Plaintiffs have determined that the Underwriter
Settlement is fair, reasonable and adequate in all respects.

3. Reasons For The Settlement With
The Settling Underwriter Defendants

84. The Securities Act claims against the Underwriter Defendants arise from twelve
of Lehman’s debt and equity offerings between July 2007 and May 2008. Lehman itself
underwrote most of each offering. Of the approximate $20.2 billion sold in the twelve offerings
that are the subject of the Securities Act claims in this Action, Lehman underwrote
approximately 83% of the securities offered. @ The Underwriter Defendants underwrote
approximately $3.5 billion. According to 15 U.S.C. § 77k(e), “In no event shall any
underwriter . . . be liable in any suit or as a consequence of suits authorized under [§ 11(a)] for
damages in excess of the total price at which the securities underwritten by him and distributed
to the public were offered to the public.” The Underwriter Defendants, therefore, contended
throughout that their liability would be statutorily limited to the amounts that each underwrote.

85.  Lead Counsel engaged a consultant to assist in estimating potentially recoverable

damages. This estimate, before taking into account causation or other defenses to damages,
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amounts to approximately $3.3 billion. We believe that the UW Settlement Amount of $426
million, even measured before taking into account the various defenses that have been raised by
the Underwriter Defendants, represents an outstanding recovery considering the litigation risks.”

86.  The risks involved in succeeding at trial against the Underwriter Defendants were
significant. The Underwriter Defendants claim that there were no material misstatements in the
offering documents, and no actionable omissions. Assuming that Lead Plaintiffs established the
existence of an untrue statement or material omission in the offering documents, the Underwriter
Defendants asserted due diligence defenses with respect to the twelve offerings by Lehman
between June 2007 and May 2008. In this regard, the Underwriter Defendants would rely on
Lehman’s position as the senior underwriter and the audit opinions and quarterly review reports
of E&Y.

87.  Moreover, as noted above, damages under Section 11(e) of the Securities Act may
be reduced or eliminated if the defendant proves that a portion or all of the statutory damages are
attributable to causes other than the misstatements or omissions. The Underwriter Defendants
asserted that the value of Lehman’s securities declined for reasons other than the alleged untrue
statements and omissions.

88. The Underwriter Settlement of approximately $426 million in cash provides a
substantial, certain and immediate recovery to the Underwriter Settlement Class, eliminating the

risks of receiving less or no recovery at all after substantial delays.

¥ For an analysis of settlement recoveries in recent cases asserting claims under Sections 11 or 12(a)(2) of
the Securities Act, see Ellen M. Ryan & Laura E. Simmons, Securities Class Action Settlements: 2010
Review and Analysis, which is attached as Exhibit 3.
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C. Notice To The Settlement Classes Meets
The Requirements Of Due Process And
Rule 23 Of The Federal Rules Of Civil Procedure

89. The Court’s December 15, 2011 Order Concerning Proposed Settlement With The
Director And Officer Defendants (“Pretrial Order No. 27”) (a) directed that notice be
disseminated to the D&O Settlement Class; (b) set March 22, 2012, as the deadline for D&O
Settlement Class members to submit objections to the D&O Settlement, the D&O Plan of
Allocation and the Fee and Expense Application; (c¢) set March 22, 2012, as the deadline for any
putative D&O Settlement Class members to request exclusion from the D&O Settlement Class;
and (d) set a final approval hearing date of April 12, 2012 at 4:00 p.m.

90. Similarly, the Court’s December 15, 2011 Order Concerning Proposed Settlement
With The Settling Underwriter Defendants (“Pretrial Order No. 28”) (a) directed that notice be
disseminated to the UW Settlement Class; (b) set March 22, 2012 as the deadline for the UW
Settlement Class members to submit objections to the UW Settlement, the UW Plan of
Allocation and the Fee and Expense Application; (c) set March 22, 2012 as the deadline for any
putative UW Settlement Class members to request exclusion from the Underwriter Settlement
Class; and (d) set a final approval hearing date of April 12, 2012 at 4:00 p.m.

91.  Pretrial Order No. 27 and Pretrial Order No. 28 are collectively referred to herein

as the “Notice Orders.”

92. Pursuant to the Notice Orders, Lead Counsel instructed GCG, the Court-approved

Claims Administrator for the Settlements, to begin disseminating copies of the D&O Notice, UW
Notice and Claim Form by mail and to publish the Summary Notice in accordance with the
Notice Orders. As set forth in the Affidavit of Stephen J. Cirami Regarding (a) Mailing of the
Notices and Claim Form; (b) Publication of the Summary Notice; and (c) Report on Requests for

Exclusion Received to Date, attached hereto as Exhibit 2 (“Cirami Aff.”), as of March 6, 2012,
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the Notice Packet was mailed to over 800,000 potential members of the Settlement Classes in
accordance with the Notice Orders. The Notice Packet contains a description of the Settlements,
the Plans of Allocation and the right of members of the Settlement Classes to: (a) participate in
the relevant Settlement(s); (b) object to any aspect of the relevant Settlement(s), the relevant
Plan(s) of Allocation and/or the Fee and Expense Application; or (c) exclude themselves from the
D&O Settlement Class and/or UW Settlement Class. The Notice Packet also informs members of
the Settlement Classes of Lead Counsel’s intent to apply for an award of attorneys’ fees in an
amount not to exceed 17.5% of each Settlement Amount and for reimbursement of litigation
expenses in an amount not to exceed $2,500,000. To disseminate the Notice Packet, pursuant to
the terms of the Notice Orders, GCG obtained information from the Lehman estate, the Settling
Underwriter Defendants, and from banks, brokers and other nominees regarding the names and
addresses of potential members of the D&O Settlement Class and UW Settlement Class. See
Cirami Aff. at §3-10.

93. On January 18 and 19, 2012, GCG disseminated over 53,000 copies of the Notice
Packet by first-class mail to potential members of the D&O Settlement Class and UW Settlement
Class. Id. at 93, 6-8. As of March 6, 2012, GCG had disseminated a total of 818,402 Notice
Packets to potential members of the Settlement Classes. /d. at q11.

94. In accordance with the Notice Orders, on January 30, 2012, GCG caused the
publication of the Summary Notice in the national edition of The Wall Street Journal and
Investor’s Business Daily. Id. at q12.

95. Lead Counsel also caused GCG to establish a dedicated settlement website,
www.LehmanSecuritiesLitigationSettlement.com, to provide potential members of the D&O and

UW Settlement Classes with information concerning the Settlements and access to downloadable
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copies of the D&O Notice, UW Notice, and Claim Form, as well as copies of the Stipulations,
Notice Orders, and the Complaint. /d. at §14.

96. As set forth above, the deadline for members of the Settlement Classes to file
objections to the Settlements, the Plans of Allocation and/or the Fee and Expense Application is
March 22, 2012. Despite the dissemination of over 800,000 Notice Packets, as of March 6 2012,
only ten (10) requests for exclusion have been received (see Cirami Aff. at §15); and only two (2)
objections have been received.’

97.  Lead Plaintiffs, each of which is a large institutional investor, endorse both of the
proposed Settlements. See the declarations submitted on behalf of Lead Plaintiffs attached hereto
as Exhibits 4A, 4B, 4C, 4D and 4E, respectively.

D. Plans Of Allocation

98. As set forth in the Notices, Lead Plaintiffs have proposed plans to allocate the
proceeds of the Settlements among members of the Settlement Classes who submit Proofs of
Claim that are approved for payment by the Court. The objective of the proposed Plans of
Allocation is to equitably distribute the net proceeds of the Settlements to those members of the
Settlement Classes who suffered losses as a result of the alleged misrepresentations and
omissions.

99. The proposed Plans of Allocation were prepared in consultation with an expert,
and it is the opinion of Lead Counsel that each of the Plans of Allocation is fair, reasonable and

adequate to the respective Settlement Classes.

’ To date, Lead Counsel have received objections from Raymond Gao (attached as Exhibit 5) and from
Jane Eisenberg (attached as Exhibit 6), which are discussed in Lead Counsel’s Memorandum of Law in
Support of Final Approval of the Settlements. Lead Counsel will address any additional issues resulting
from objections and will discuss the requests for exclusion in reply papers to be submitted on April 5,
2012, as provided in the Notice Orders.
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100. The D&O Plan of Allocation (the “D&O Plan”), set forth in Appendix C to the
D&O Notice, allocates the D&O Net Settlement Fund among members of the D&O Settlement
Class who submit Claim Forms that are approved for payment. Under the D&O Plan, a
Recognized Loss or Recognized Gain will be calculated for (i) each share of common stock
purchased or acquired during the Settlement Class Period; (ii) each share of Lehman common
stock purchased or acquired in the June 9, 2008 Secondary Offering; (iii) each share of Lehman
Preferred Stock (listed in Exhibit 2 to the D&O Plan) purchased or acquired on or before
September 15, 2008; (iv) each unit of Lehman Senior Unsecured Notes (including “Principal
Protected” Notes and other Structured Notes) and Subordinated Notes (listed in Exhibit 3 to the
D&O Plan) purchased or acquired on or before September 15, 2008; (v) each exchange-traded
call option on Lehman common stock purchased or acquired during the Settlement Class Period;
and (vi) each exchange-traded put option on Lehman common stock sold or written during the
Settlement Class Period. For transactions in common stock and options, the Recognized Losses
(and Recognized Gains) are generally calculated pursuant to the D&O Plan based on differences
in the amount of artificial inflation (or deflation) in the securities on the date of purchase and the
date of sale (if any). For transactions in Lehman Preferred Stock, Lehman Senior Unsecured
Notes and Subordinated Notes, and Lehman common stock purchased or acquired in the
Secondary Offering, the Recognized Losses (and Recognized Gains) are calculated based on the
Section 11 measure of damages and are generally based on the difference between the purchase
price (not to exceed the issue price) of the security and either the sale price or the price on the

date suit was filed (October 28, 2008)."°

' There is no Recognized Loss or Recognized Gain if the Lehman common stock, Lehman Preferred
Stock, or Lehman Senior Unsecured Notes and Subordinated Notes were sold before June 9, 2008 or if
the call options were sold, exercised or expired (or put options are re-purchased, exercised or expired)
before June 6, 2008.
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101.  Under the D&O Plan, each Claimant’s Recognized Claim will be calculated by
combining his, her, or its Recognized Losses in all eligible securities and offsetting all
Recognized Gains. If a Claimant has an overall trading gain on his, her or its transactions in
eligible securities during the relevant time period, that Claimant will not be eligible for a
recovery from the D&O Settlement, and if a Claimant’s overall trading loss is less than his, her
or its Recognized Claim, then his, her or its Recognized Claim will be capped at the amount of
the Claimant’s overall trading loss. An Authorized Claimant’s Distribution Amount under the
D&O Plan will be his, her or its pro rata share of the Net D&O Settlement Fund based on the
size of his, her or its Recognized Claim compared to the aggregate Recognized Claims of all
Authorized Claimants.

102. The Plan of Allocation for the Underwriter Settlement Class allocates the
Underwriter Net Settlement Fund among the twelve eligible securities, as set forth in Exhibit 2 of
the UW Plan."" Such amounts will be further allocated solely to members of the UW Settlement
Class who purchased or acquired that particular Eligible UW Security who submit Claim Forms
that are approved for payment. This allocation within each Eligible UW Security is set forth in
Appendix B to the UW Notice. Under the UW Plan, a Recognized Loss or Recognized Gain will

be calculated for each Eligible UW Security that is purchased or acquired during the Underwriter

" The eligible securities pursuant to the UW Settlement (“Eligible UW Securities”) are:
1. February 5, 2008 Offering of 7.95% Non-Cumulative Perpetual Preferred Stock, Series J (CUSIP
52520W317);
July 19, 2007 Offering of 6% Notes Due 2012 (CUSIP 52517P4C2);
July 19, 2007 Offering of 6.50% Subordinated Notes Due 2017 (CUSIP 524908R36);
July 19, 2007 Offering of 6.875% Subordinated Notes Due 2037 (CUSIP 524908R44);
September 26, 2007 Offering of 6.2% Notes Due 2014 (CUSIP 52517P5X5);
September 26, 2007 Offering of 7% Notes Due 2027 (CUSIP 52517P5Y3);
December 21, 2007 Offering of 6.75% Subordinated Notes Due 2017 (CUSIP 5249087M6);
January 22, 2008 Offering of 5.625% Notes Due 2013 (CUSIP 5252M0BZ9);
9. February 5, 2008 Offering of Lehman Notes, Series D (CUSIP 52519FFE6);
10. April 24, 2008 Offering of 6.875% Notes Due 2018 (CUSIP 5252MOFD4);
11. April 29, 2008 Offering of Lehman Notes, Series D (CUSIP 52519FFMS8); and
12. May 9, 2008 Offering of 7.50% Subordinated Notes Due 2038 (CUSIP 5249087N4).
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Settlement Class Period (July 19, 2007 through September 15, 2008, inclusive). The calculation
of Recognized Losses and Recognized Gains under the UW Plan is, consistent with the Section
11 measure of damages, the difference between the purchase price (not to exceed the issue price)
of the Eligible UW Security and either the sale price or the price on the date suit was filed
(October 28, 2008), with no Recognized Loss or Gain for Eligible UW Securities sold before
June 9, 2008.

103. Under the UW Plan, an Authorized Claimant’s Distribution Amount will be the
sum of his, her or its pro rata shares of the portion of the Underwriter Net Settlement Fund
allocated to each particular Eligible UW Security, which will be calculated by comparing the
Authorized Claimant’s Net Recognized Losses for transactions in the particular Eligible UW
Security with the aggregate Net Recognized Losses of all Authorized Claimants in that particular
Eligible UW Security.

104. Under the D&O Plan, if a Claimant’s Distribution Amount calculates to less than
$50, then no distribution will be made to the Claimant with respect to the D&O Settlement and
the disallowed amount will be reallocated to the remaining Authorized Claimants in the D&O
Settlement with allocations greater than $50. Likewise, under the UW Plan, if a Claimant’s
Distribution Amount calculates to less than $50, then no distribution will be made to the
Claimant and the disallowed amount will be reallocated to the remaining Authorized Claimants
in the same Eligible UW Security with allocations greater than $50.

IV.  APPLICATION FOR ATTORNEYS’ FEES AND EXPENSES

A. Application For Attorneys’ Fees

1. The Requested Fee Is Fair And Reasonable

105. The work undertaken by Lead Counsel in prosecuting this case and arriving at

these Settlements in the face of substantial risks has been time-consuming and challenging. The
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litigation against the D&O Defendants and the Settling Underwriter Defendants settled only after
Lead Counsel overcame multiple legal and factual challenges. To do so, Lead Counsel
conducted an extensive investigation into the underlying facts; researched and prepared detailed
complaints; developed strong loss causation theories; successfully overcame Defendants’
motions to dismiss; consulted extensively with experts and consultants; engaged in hard-fought
settlement negotiations with experienced defense counsel; and obtained, organized and/or
analyzed more than 10 million pages of documents using a sophisticated electronic system to
confirm the adequacy of the UW Settlement.

106.  For the extensive efforts expended on behalf of the D&O Settlement Class and the
Underwriter Settlement Class, Lead Counsel are applying on behalf of all Plaintiffs’ Counsel for
compensation to be calculated on a percentage basis. As set forth in the accompanying Fee
Memorandum, the percentage method is the appropriate method of fee recovery because, among
other things, it aligns the lawyers’ interest in being paid a fair fee with the interest of the
Settlement Classes in achieving the maximum recovery in the shortest amount of time required
under the circumstances. The percentage method is also supported by public policy, has been
recognized as appropriate by the United States Supreme Court for cases of this nature, is the
authorized method under the PSLRA and represents the overwhelming current trend in the
Second Circuit and most other Circuits.

107. Based on the result achieved for the Settlement Classes, the extent and quality of
work performed, the risks of the litigation and the contingent nature of the representation, Lead
Counsel submit that a 16% fee award for the $90 million recovered for the D&O Settlement

Class ($14.4 million) is justified and should be approved. Likewise, Lead Counsel submit that a
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16% fee award for the $426,218,000 Underwriter Settlement Class ($68,194,880) is also fair and
reasonable.

108. As discussed in Lead Counsel’s Fee Memorandum, a 16% fee is well within the
range of the percentages typically awarded in securities class actions in this Circuit, and is below
the percentage often awarded in this Circuit in securities class actions with multi-hundred million
dollar recoveries.

109. Moreover, as described in the Fee Memorandum, the requested fee is not only fair
and reasonable under the percentage approach but a lodestar cross-check confirms the
reasonableness of the fee. As set forth in Exhibit 7, Plaintiffs’ Counsel have expended a total of
91,876 hours in the prosecution and investigation of this Action against the Settling Defendants,
for a lodestar value of $37,819,510."

110. Lead Counsel maintained daily control and monitoring of the work provided by
lawyers on this case. While we personally devoted substantial time to this case, other
experienced attorneys at our firms undertook particular tasks appropriate to their levels of
expertise, skill and experience, and more junior attorneys and paralegals worked on matters
appropriate to their experience levels. Throughout the Action, Lead Counsel allocated work
assignments among the attorneys at our firms, and also among other Plaintiffs’ Counsel, to avoid
unnecessary duplication of effort.

111.  Using contemporaneous time records for Lead Counsel’s 64,786 hours devoted to

the case against the Settling Defendants, Lead Counsel’s lodestar is presented below by certain

"2 Lead Counsel has removed from its lodestar calculation any time incurred since the execution of the
Settlement papers that was exclusively for the ongoing litigation against E&Y and UBSFS, including
without limitation, the time devoted to Plaintiffs” Motion for Class Certification.
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phases in the litigation, together with a summary description of the tasks performed during each
such phase:

Phase 1. The commencement of the action, investigation and prosecution before
Lehman’s bankruptcy. This work is described above and was primarily
performed by Lead Counsel. From commencement of the Action through
and including September 14, 2008, Lead Counsel devoted a total of 5,314
hours, for a total lodestar of $2,148,750 in this phase.

Phase 2. Further investigation; preparing the Amended Complaint;
consolidation of related action and the leadership structure; working
with bankruptcy counsel to monitor proceedings and safeguard the
interests of the class. This work is described above and was primarily
performed by Lead Counsel. From September 15, 2008 through and
including January 8, 2009, Lead Counsel devoted a total of 4,340 hours, for
a total lodestar of $1,938,998 in this phase.

Phase 3. Additional investigation and cooperation with the Examiner; preparing
the Second Amended Complaint; opposing Defendants’ Motions to
Dismiss, including legal research and the hearing; continuing to analyze
bankruptcy proceedings and work with experts. This work is described
above and was primarily performed by Lead Counsel. From January 9,
2009 through and including March 11, 2010, Lead Counsel devoted a total
of 6,985 hours, for a total lodestar of $3,187,534 in this phase.

Phase 4 Additional investigation; analysis of the Examiner’s report and
supporting material; preparing the Third Amended Complaint;
opposing Defendants’ Motions to Dismiss and analysis of Opinion on
motions to dismiss. This work is described above and was primarily
performed by Lead Counsel. From March 12, 2010 through and including
July 27, 2011, Lead Counsel devoted a total of 6,422 hours, for a total
lodestar of $3,181,308 in this phase.

Phase 5 Pursuit of discovery and case management schedule; negotiating the
Settlements; mediations; obtaining assurance on the liquid net worth of
Lehman’s former officers; confirmatory discovery for the Underwriter
Settlement; preparation of plans of allocations; securing the recoveries;
and finalizing the Settlements. This work is described above and was
primarily performed by Lead Counsel. From July 28, 2011 through and
including February 15, 2012, Lead Counsel devoted a total of 41,725 hours,
for a total lodestar of $16,081,605 in this phase.

112.  The biographies for attorneys who devoted substantial time to the prosecution of

the action for Lead Counsel are included in their firm resumes, which are attached as Exhibits
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7A-4 and 7B-3."” Lead Counsel’s rates are based on their annual survey of the market rates for
practitioners in the field using available sources, including rates charged by law firms that
regularly defend securities class actions. Lead Counsel’s rates are comparable to, or less than,
the known hourly rates charged by defense counsel. For example, in recent fee applications
submitted to the Bankruptcy Court in Lehman’s Chapter 11 proceedings, the rates for partners
and counsel ranged from $760 to $1,183 and the rates for associates ranged from $290 to $825."
The rates for the partners who worked on this case range from $600 to $975 per hour (with a
median rate of $725), and the rates for the associates who worked on the case range from $345 to
$550 per hour (with a median rate of $440). For personnel who are no longer employed, the
lodestar calculation is based upon the billing rates for such personnel in his or her final year of
employment.

113.  With regard to work performed by additional Plaintiffs’ Counsel at the direction
of Lead Counsel, we have attached as Exhibit 7 declarations from Plaintiffs’ Counsel in support
of an award of attorneys’ fees and reimbursement of litigation expenses. Included with each
firm’s declaration is a schedule summarizing the lodestar of each firm, as well as the expenses
incurred by category. As set forth in the individual firm declarations, the lodestar summaries
were prepared from contemporaneous daily time records regularly prepared and maintained by

Plaintiffs’ Counsel, which are available at the request of the Court. In accordance with

" In order to ease the burden on the Court (and the environment), Lead Counsel has requested that
Plaintiffs’ Counsel exclude the firm biography from their submissions and instead make them available
upon request of the Court.

' Specifically, the fee application submitted by Weil, Gotshal & Manges LLP on December 16, 2011
(seeking $38.9 million in fees for time billed from June 1, 2011 through September 30, 2011) included
ranges of $760 to $1,000 for partners and counsel and $290 to $825 for associates. A January 3, 2012
application by Paul Hastings LLP included ranges of $810 to $1,183 for partners, $715 to $1,125 for
counsel, and $395 to $719 for associates (as indicated in the filing, some rates converted to U.S. Dollars
from Euros or Pounds).
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paragraph 3.4 of Pretrial Order No. 1, Lead Counsel instructed the additional Plaintiffs” Counsel
to submit only time for actions undertaken on behalf of any plaintiff at the direction or with the
permission of the Chair and/or Executive Committee and advised them that any services
provided by Plaintiffs’ Counsel to their clients without the prior approval of the Chair and/or the
Executive Committee would not be compensated. In this regard, Lead Counsel obtained lodestar
information from Plaintiffs’ Counsel that did not specifically represent a Court-appointed Lead
Plaintiff from the date of Pretrial Order No. 1 (January 9, 2009) through February 15, 2012. The
resulting lodestar for all of Plaintiffs’ Counsel, which excludes all time incurred in connection
with the Fee Memorandum and the Fee and Expense Application, is $37,819,510. The total
requested fee, therefore, yields a 2.18 multiplier and is fair and reasonable based upon the
significant risk of the litigation and the quality of representation by Plaintiffs’ Counsel in
achieving the exceptional Settlements before the Court. Indeed, as discussed in the Fee
Memorandum, when using a lodestar cross-check, courts have regularly awarded fee requests
with similar and larger lodestar multipliers in securities fraud class action.

114. Plaintiffs’ Counsel prosecuted this case on a contingency basis, committed their
resources and litigated it for nearly four years without any compensation or guarantee of success.
Based on the excellent results achieved for the Settlement Classes, the quality of work
performed, the risks of the Action and the contingent nature of the representation, Lead Counsel
submit that the request for a 16% fee award from each Settlement Amount is fair and reasonable
and consistent with other similar cases in the Second Circuit.

2. Standing And Expertise Of Lead Counsel

115. The expertise and experience of counsel are other important factors in setting a
fair fee. As demonstrated by Lead Counsel’s firm resumes, attached hereto as Exhibits 7A-4 and

7B-3, the attorneys at co-Lead Counsel Bernstein Litowitz and Kessler Topaz are experienced
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and skilled class action securities litigators and have a successful track record in securities cases
throughout the country — including within this Circuit.

3. Standing And Caliber Of Defendants’ Counsel

116. The quality of the work performed by counsel in attaining the Settlements should
also be evaluated in light of the quality of opposing counsel. Plaintiffs were opposed in this case
by very skilled and highly-respected counsel. The D&O Defendants were represented by Allen
& Overy, Wilkie Farr & Gallagher LLP, Proskauer Rose LLP, Fried, Frank, Harris, Shriver &
Jacobson LLP, Simpson Thacher & Bartlett LLP, and Dechert LLP; the First Group of Settling
Underwriter Defendants were represented by Cleary, Gottlieb, Steen & Hamilton LLP; and the
Second Group of Settling Underwriter Defendants were represented by Katten Muchin
Rosenman LLP, Fulbright & Jaworski L.L.P., Howard, Rice, Nemerovski, Canady, Falk &
Rabkin PC, Boies Schiller & Flexner LLP, Kasowitz Benson Torres & Friedman LLP, and
Pillsbury Winthrop Shaw Pittman LLP. These prominent defense firms spared no effort or
expense in the defense of their clients. In the face of this knowledgeable and formidable defense,
Lead Counsel were nonetheless able to develop a case that was sufficiently strong to persuade
the Settling Defendants to settle on terms that are favorable to the Settlement Classes.

4. The Risks Of The Litigation And The Need To

Ensure The Availability Of Competent Counsel
In High-Risk, Contingent Securities Cases

117.  As noted above, the Action was undertaken on a wholly contingent basis. From
the beginning, Plaintiffs’ Counsel understood that they were embarking on a complex and
expensive litigation with no guarantee of compensation for the investment of time, money and
effort that the case would require. At the outset of the Action, it was also unclear whether Lead
Plaintiffs would overcome Defendants’ anticipated motions to dismiss — much less survive

summary judgment and prevail at trial and on any post-trial appeals.
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118. In undertaking the responsibility for prosecuting the Action, Lead Counsel
assured that sufficient attorney resources were dedicated to the investigation of the claims of all
Classes against the Defendants and that sufficient funds were available to advance the expenses
required to pursue and complete such complex litigation. Indeed, Plaintiffs’ Counsel received no
compensation and incurred $1,619,669 in expenses in prosecuting this Action for the benefit of
the Settlement Classes.

119.  Plaintiffs’ Counsel also bore the risk that no recovery would be achieved. From
the outset, Lead Counsel and Lead Plaintiffs appreciated the unique and significant risks inherent
in this litigation. The risks were very real, as exemplified by Lehman’s bankruptcy after the
Action commenced. Moreover, the Settling Defendants asserted vigorous defenses throughout
the litigation and attempted to support those defenses by all means available to them, including
for example, by the absence of filed actions against them by either the Department of Justice or
the SEC.

120.  The Settling Defendants vigorously contended that they did not know, and could
not have known, of the alleged fraud involving Lehman’s financial statements, and that Lead
Plaintiffs could not prove scienter against the D&O Defendants with respect to the Section 10(b)
claims. Both the D&O Defendants and the Underwriter Defendants contended from the outset
that they could not and would not be held liable for the alleged misstatements in the offering
materials because they had conducted due diligence in accordance with the standard in the
industry, and they were entitled to rely on the accuracy of the Company’s financial statements as
audited by Defendant E&Y.

121. As a general matter, it should also be observed that there are numerous cases

where plaintiffs’ counsel in contingent-fee cases such as this have expended thousands of hours,
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only to receive no compensation whatsoever. Lead Counsel know from personal experience that
despite the most vigorous and competent of efforts, a law firm’s success in contingent litigation
such as this is never assured — and that many able plaintiffs’ law firms have suffered major
defeats after years of litigation, and after expending tens of millions of dollars of time, without
receiving any compensation at all for their efforts.

122.  For example, late last year, Bernstein Litowitz suffered a total loss in a large
securities class action in this District against a French company, Alstom S.A., as the class
membership was severely reduced years into the case based on the Supreme Court’s June 2010
decision in Morrison v. National Bank of Australia, 130 S. Ct. 2869 (2010), which held that only
investors who purchase their shares on U.S. exchanges can bring claims for damages under the
Exchange Act. See In re Alstom S.A. Sec. Litig., Master File No. 03-CV-6595 (VM). The case
ultimately settled for only $6.95 million — an amount so small that lead counsel’s subsequent
request for an award equal to roughly 30% of the settlement (or $1.95 million) was not even
enough to cover plaintiffs’ counsel’s out-of-pocket litigation expenses (which exceeded
$3 million), let alone any of the value of their more than 51,000 thousand hours of work on the
case (which had a total lodestar value of more than $21 million). Countless other significant
cases have been lost after the investment of tens of thousands of hours of attorney time and
millions of dollars on expert and other litigation costs at summary judgment or after trial. In
fact, as recently as last year, Kessler Topaz had achieved one of the first favorable jury verdicts
related to the subprime scandal, only to see it thrown out by the court on a motion for judgment
as a matter of law after a six week trial. In re BankAtlantic Bancorp, Inc. Sec. Litig., No. 07—

61542—CIV, 2011 WL 1585605, at *24 (S.D. Fla. Apr. 25, 2011).
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123.  Clearly, there is no truth to the argument that a large fee is guaranteed by virtue of
the commencement of a class action. It takes hard and diligent work by skilled counsel to
develop facts and theories that will succeed at trial or persuade defendants to enter into serious
settlement negotiations. Similarly, because the fee to be awarded in this matter is entirely
contingent, the only certainty from the outset was that there would be no fee without a successful
result, and that such a result would be realized only after a lengthy and difficult effort.

124. Lawsuits such as those described above are exceedingly expensive to litigate
successfully. Outsiders often focus on the gross fees awarded but ignore that those fees are used
to fund enormous overhead expenses incurred during the course of many years of litigation, are
taxed by federal, state, and local authorities, and, when reduced to a bottom line, are far less
imposing to each individual firm involved than the gross fee awarded appears.

125.  Moreover, for decades the United States Supreme Court (and countless lower
courts) have repeatedly and consistently recognized that the public has a strong interest in having
experienced and able counsel to enforce the federal securities laws and related regulations
designed to protect investors from the pernicious effects of false and misleading statements made
in connection with the issuance or subsequent purchase or sale of publicly-traded securities. See,
e.g., Bateman Eichler, Hill Richards, Inc. v. Berner, 472 U.S. 299, 310 (1985) (private securities
actions provide “‘a most effective weapon in the enforcement’ of the securities laws and are ‘a
necessary supplement to [SEC] action.”” (citation omitted)). Indeed, as Congress recognized in
passing the PSLRA, private securities litigation is an indispensable tool with which defrauded
investors can recover their losses without having to rely on government action. Such private

lawsuits promote public and global confidence in our capital markets, deter future wrongdoing,
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and help to guarantee that corporate officers, auditors, directors, lawyers, and others properly
perform their jobs.

126. The importance of this public policy is particularly evident in this case.
Government authorities (including the SEC) have brought only a handful of securities law
enforcement actions against financial institutions and related entities in the wake of the 2008
financial collapse, notwithstanding that private lawsuits and investigative journalism have
disclosed improper conduct (and misleading public statements) at various companies leading up
to and continuing throughout the crisis. Here, the SEC has not yet filed a complaint against any
of the Defendants — yet Lead Counsel has recovered $516 million on behalf of investors and
continues to litigate against the remaining defendants. Such recoveries — and the complex and
prolonged litigation necessary to achieve them — are only possible if plaintiffs’ counsel are
ultimately compensated with fees commensurate with the magnitude of their successes.

5. Awards In Similar Cases

127. Awards of attorneys’ fees that have been approved in other large securities class
action cases have been compiled in Exhibit 8 hereto and discussed in Lead Counsel’s
accompanying Fee Memorandum. For the reasons set forth therein, the 16% fee requested is
well within the range of fee awards that have been approved in other large litigations. Here, we
respectfully submit that a percentage-based award at the very top end of the percentage fee range
would have been fully justified by the extraordinary results achieved by counsel in this Action;
accordingly, we respectfully submit that Lead Counsel have earned a fee award that is
comfortably within that range.

6. Lead Plaintiffs’ Endorsement Of The Fee Application

128. Lead Plaintiffs, each of which is a sophisticated institutional investor, have

evaluated the requested fee and believe it to be fair and reasonable. In coming to this conclusion,
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each of the Lead Plaintiffs — which supervised and monitored both the prosecution and the
settlement of the Action — has concluded that Lead Counsel have earned the requested fee based
on the outstanding recoveries obtained for the Settlement Classes in a case that involved serious
risks. See the declarations submitted on behalf of Lead Plaintiffs, attached hereto as Exhibits 4A,
4B, 4C, 4D and 4E, respectively.

7. The Reaction Of The Settlement Classes To Date

129. As set forth above, more than 800,000 Notice Packets have been mailed to
potential members of the Settlement Classes. Cirami Aff., Ex. 2, {11. In addition, the Summary
Notice was published in the national edition of The Wall Street Journal and Investor’s Business
Daily. See id. at §[12. The Notices explain the Settlements and Lead Counsel’s anticipated fee
request, which has subsequently been reduced. The deadline to object to Lead Counsel’s fee
request is March 22, 2012. To date, no Settlement Class member has objected to any aspect of
the Fee and Expense Application.

130. In sum, given the complexity and magnitude of the Action; the responsibility
undertaken by Lead Counsel; the difficulty of proof on liability and damages; the experience of
Lead Counsel and defense counsel; and the contingent nature of Plaintiffs’ Counsel’s agreement
to prosecute this Action, Lead Counsel respectfully submit that the requested attorneys’ fees are
reasonable and should be approved.

B. Application For Reimbursement Of Expenses

131. Lead Counsel also request $1,619,669.27 in litigation expenses reasonably and
necessarily incurred by Plaintiffs” Counsel in the prosecution of this Action with interest thereon.
Lead Counsel respectfully submit that the expense application is appropriate, fair, and reasonable

and should be approved in the amounts submitted herein.
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132.  From the beginning of the case, Plaintiffs’ Counsel were aware that they might
not recover any of their expenses, and, at the very least, would not recover anything until the
Action was successfully resolved. Plaintiffs’ Counsel also understood that, even assuming that
the case was ultimately successful, an award of expenses would not compensate them for the lost
use of the funds advanced to prosecute this Action. Thus, Lead Counsel were motivated to, and
did, take significant steps to minimize expenses whenever practicable without jeopardizing the
vigorous and efficient prosecution of the Action.

133.  The application for expenses is within the upper limit of $2.5 million contained in
the Notices mailed to the Settlement Classes. As noted above, in response to the mailing of over
800,000 Notice Packets, as of the date of this Joint Declaration, there are no objections to such
expenses.

134.  The expenses incurred by Plaintiffs’ Counsel were necessary and appropriate for
the prosecution of this Action. These expenses include charges for payments to experts and
consultants; computer research devoted to the case; costs incurred in out-of-town travel; charges
for photocopying; telephone, postal and express mail charges; and similar case-related costs. A
chart reflecting all expenses by category for which reimbursement is sought is attached hereto as
Exhibit 9. Courts have typically found that such expenses are reimbursable from a fund
recovered by counsel for the benefit of the class.

135. Included in the amount of expenses is $691,280 paid or payable to Lead
Plaintiffs’ experts and consultants. This encompasses over 42% of Plaintiffs’ Counsel’s total
expenses. As detailed above, Lead Plaintiffs worked extensively with experts and consultants at

the different stages of the litigation. Experts were utilized to prepare the complaints, draft the
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mediation briefs, and to prepare the Plans of Allocation. Experts were retained in the complex
and specialized areas of finance and economics, accounting, and securities law damages.

136. In addition, Lead Counsel obtained, reviewed, and/or analyzed over 10 million
pages of documents from public sources, the Lehman estate and the Settling Underwriter
Defendants during the course of the Action and confirmatory discovery. In order to effectively
and efficiently review and analyze the documents, a document management system was
necessary. Lead Plaintiffs retained Epiq Systems to host the database. Duplication of many of
these documents obtained in discovery was also necessary for the effective prosecution of the
case. Included in the expense request above is $111,722 for reimbursement of expenses related
to the document management system, and $100,531 for reimbursement of Plaintiffs’ Counsel’s
internal and external copying costs.

137.  The expenses also include the costs of online research in the amount of $212,655.
These are the charges for computerized factual and legal research services such as Lexis-Nexis
and Westlaw. It is standard practice for attorneys to use Lexis-Nexis and Westlaw to assist them
in researching legal and factual issues, and, indeed, courts recognize that these tools create
efficiencies in litigation and, ultimately, save clients and the class money.

138. In addition, Plaintiffs’ Counsel were required to travel in connection with
prosecuting and settling the Action, and thus incurred the related costs of airline tickets, meals
and lodging. Included in the expense request above is $77,950 for travel expenses necessarily
incurred for the prosecution of this litigation. No first class travel costs are included in the
request.

139.  Plaintiffs’ Counsel also incurred $320,993, or approximately 20% of the total

expenses, for mediator/neutral fees.
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140. As the Notices described, approval of the Settlements is independent from
approval of Lead Counsel’s application for an award of attorneys’ fees and expenses. Any
determination with respect to Lead Counsel’s application for an award of attorneys’ fees and
expenses will not affect the Settlements, if approved.

We declare under penalty of perjury that the foregoing facts are true and correct and that

this declaration was executed this 8th day of March, 2012.

DAVID KESSLER
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AICPA:
ALCO:
Alt-A:
Aurora:
ASB:
AU:

AU § 110:
AU 8§ 230:
AU § 311:
AU § 312:
AU § 316:
AU 8§ 336:

AU § 411:

AU 8§ 561:

AU § 722:
AU 8§ 9336:
BNC:

Cap * 105:

Cash Capital Surplus:

CDO:

GLOSSARY OF TERMS

American Institute of Certified Public Accountants.
Asset Liability Committee.

Alternative A-paper.

Aurora Loan Services LLC.

Auditing Standards Board.

Statements on Auditing Standards issued by the ASB.
Responsibilities and Functions of the Independent Auditor.
Due Professional Care in the Performance of Work.
Planning and Supervision.

Audit Risk and Materiality in Conducting an Audit.
Consideration of Fraud in a Financial Statement Audit.
Using the Work of a Specialist.

The Meaning of Present Fairly in Conformity with Generally Accepted
Accounting Principles.

Subsequent Discovery of Facts Existing at the Date of the Auditor’s
Report.

Interim Financial Information.
Interpretation of AU Section 336, Using the Work of a Specialist.
BNC Mortgage LLC.

A method Lehman used to assign value to the collateral underlying its
PTG assets.

A measure of the excess of long-term funding sources over long-term
funding requirements.

Collateralized Debt Obligation.
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CEO:

CFO:

CLO:

CMBS:

Commercial Portfolio:

COOQ:

Concentration Limits:
CRE:

CWw:

Examiner:

Exchange Act:
FASB:

FASCON 1:

FASCON 2:

FASCON 5:

FID:

GAAP:

GAAS:

GREG:

Chief Executive Officer.

Chief Financial Officer.

Collateralized Loan Obligation.
Commercial Mortgage-Backed Securities.

Comprised of debt instruments, such as commercial mortgage loans and
CMBSs.

Chief Operating Officer.

Exposure limits in a single, undiversified business or area.

Commercial Real Estate.

Confidential Witness.

Anton R. Valukas, the examiner appointed by the court in Lehman’s
bankruptcy proceedings, In re Lehman Brothers Holdings Inc., 08-13555
(JMP) (Bankr. S.D.N.Y.).

Securities Exchange Act of 1934.

Financial Accounting Standards Board.

Financial Accounting Standards Board - Statement of Financial
Accounting Concepts No. 1, Objectives of Financial Reporting by
Business Enterprises.

Financial Accounting Standards Board - Statement of Financial
Accounting Concepts No. 2, Qualitative Characteristics of Accounting
Information.

Financial Accounting Standards Board - Statement of Financial
Accounting Concepts No. 5, Recognition and Measurement in Financial
Statements of Business Enterprises.

Lehman’s Fixed Income Division.

Generally Accepted Accounting Principles.

Generally Accepted Auditing Standards.

Lehman’s Global Real Estate Group.
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GRMG:

IRR:

Leveraged Loans:

Liquidity:

MBS:
MD&A:
PCAOB:
PTG:
REIT:

Repo:

Repo 105:

Risk Appetite:

SEC:

Securities Act:

SFAS 5:

SFAS 107:

Lehman’s Global Risk Management Group.
Internal Rate of Return.

Loans extended to companies or individuals that already have high levels
of debt.

A measure of the extent to which a firm has cash (or has the ability to
convert current assets to cash) to meet immediate and short-term
obligations.

Mortgage-Backed Securities.

Management Discussion and Analysis.

Public Company Accounting Oversight Board.

Principal Transactions Group.

Real Estate Investment Trust.

Secured financing transaction allowing a borrower to use securities as
collateral for a short-term loan sold for cash to a counterparty with a
simultaneous agreement to repurchase the same or equivalent securities
at a specific price at a later date.

Repo financing transactions accounted for as “sales” as opposed to
financing transactions based upon their larger haircuts (or
overcollateralization), which ranged from approximately 5% to 8%.

A measure Lehman used to aggregate the market risk, credit risk, and
event risk it faced and to represent the amount the firm was prepared to
lose in one year.

United States Securities and Exchange Commission.

Securities Act of 1933.

Financial Accounting Standards Board — Statement of Financial
Accounting Standards No. 5, Accounting for Contingencies.

Financial Accounting Standards Board - Statement of Financial

Accounting Standards No. 107, Disclosures about Fair Value of
Financial Instruments.
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SFAS 133:

SFAS 140:

SFAS 157:

Single Transaction Limit:

SOP 94-06:

Stress tests:

VaR:

Financial Accounting Standards Board — Statement of Financial
Accounting Standards No. 133, Accounting for Derivative Instruments
and Hedging Activities.

Financial Accounting Standards Board - Statement of Financial
Accounting Standards No. 140, Accounting for Transfers and Servicing
of Financial Assets and Extinguishments of Liabilities.

Financial Accounting Standards Board — Statement of Financial
Accounting Standards No. 157, Fair Value Measurement.

A limit designed to ensure that Lehman did not commit too much risk in
a single transaction.

AICPA Statement of Position No. 94-6, Disclosure of Certain
Significant Risks and Uncertainties.

Analyses employed to evaluate how various market scenarios would
affect its portfolio.

Value at Risk, which measures the potential loss in the fair value of a
portfolio.
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Plaintiffs bring claims arising under the Securities Act individually and on behalf of all
persons and entities, except Defendants and their affiliates, who purchased or otherwise acquired
the Lehman Brothers Holdings Inc. (“Lehman” or the “Company”) securities identified in
Appendices A and B attached hereto and who were damaged thereby.® Separately, Plaintiffs bring
claims arising under the Exchange Act individually and on behalf of all persons and entities, except
Defendants and their affiliates, who purchased or otherwise acquired Lehman common stock, call
options, and/or who sold put options between June 12, 2007 and September 15, 2008, inclusive (the
“Class Period”), and who were damaged thereby.

Plaintiffs’ allegations are based upon personal knowledge as to themselves and their actions,
and upon lead counsel’s investigation as to all other matters. Such investigation included interviews
of Confidential Witnesses (“CWSs”), review of press releases, analyst reports, media reports,
conference call transcripts, documents and testimony provided to Congress, SEC filings, books, and
the March 11, 2010 report and documents collected by the Bankruptcy Court-appointed examiner,
Anton R. Valukas (the “Examiner”).

. NATURE OF ACTION

1. As alleged herein, the Offering Materials contained untrue statements and omitted
materials facts concerning the following aspects of Lehman’s financial results and operation, which

allowed Lehman to raise over $31 billion through the Offerings set forth on Appendices A and B:

. Repo 105: Lehman used undisclosed repurchase and resale (“repo”) transactions,
known as “Repo 105” and “Repo 108 transactions (together, “Repo 105”), to
temporarily remove tens of billions of dollars from its balance sheet at the end of
financial reporting periods, usually for a period of seven to ten days. These
transactions lacked any economic substance.  While Lehman affirmatively
represented throughout the Class Period that it used ordinary repo agreements and
recorded these repos as short-term financings, i.e., borrowings, Lehman failed to

1 “Offerings” refers to the offerings set forth on Appendices A and B that occurred pursuant to a
shelf registration statement dated May 30, 2006, filed with the SEC on Form S-3 (the “Shelf
Registration Statement”). The Shelf Registration Statement, together with the prospectuses,
prospectus supplements, product supplements and pricing supplements, as well as all SEC filings
incorporated therein, are collectively referred to herein as the “Offering Materials.”

-1-
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disclose that (i) it simultaneously engaged in Repo 105 transactions for tens of
billions of dollars in assets; (ii) it was recording the Repo 105 transactions as if the
underlying assets had been permanently sold and removed from the books; and (iii) it
had an obligation to repurchase these assets just days after the end of each quarter.
This undisclosed practice had the effect of artificially and temporarily reducing
Lehman’s net leverage ratio each quarter during the Class Period — an important
metric to securities analysts, credit agencies and investors — rendering Lehman’s
statements concerning net leverage and financial condition materially false and
misleading when made and in violation of GAAP.

. Risk Management: Lehman publicly and consistently promoted its robust and
sophisticated risk management system. In truth, however, Lehman regularly
disregarded and exceeded its risk limits, or simply raised the limits, as Lehman
accumulated illiquid assets, including the largest in its history — the $5.4 billion
Archstone project discussed below.

. Liquidity: Defendants’ statements concerning Lehman’s liquidity failed to disclose
that Repo 105 transactions had the effect of materially understating Lehman’s
liquidity risk as Lehman had tens of billions of dollars in immediate short term
obligations that were unreported, and as the Class Period continued, Lehman’s
reported liquidity pool included large amounts of encumbered assets.

. Commercial Real Estate Assets: Defendants represented that all of Lehman’s
assets were presented at “fair value.” Lehman, however, failed to consider market
information when valuing certain of its commercial real estate assets, thereby
materially overstating their value.

o Concentration of Credit Risk:  GAAP requires disclosure of significant
concentrations of credit risk. Lehman, however, failed to disclose material facts
concerning its concentration of mortgage and real estate related assets, preventing
investors from meaningfully assessing the Company’s exposure to these risky assets.

2. In short, as the Examiner recently testified before the House Committee on Financial
Services, “the public did not know there were holes in the reported liquidity pool, nor did it know
that Lehman’s risk controls were being ignored, or that reported leverage numbers were artificially
deflated. Billions of Lehman shares traded on misinformation.”

1. JURISDICTION AND VENUE

3. This Court has jurisdiction over the subject matter of this action pursuant to Section
22 of the Securities Act, 15 U.S.C. § 77v; Section 27 of the Exchange Act, 15 U.S.C. § 78aa; and 28
U.S.C. § 1331
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4, Venue is proper in this District pursuant to Section 22 of the Securities Act,
15 U.S.C. § 77v; Section 27 of the Exchange Act, 15 U.S.C. § 78aa; and 28 U.S.C. § 1391(b), (c),
and (d). Many of the acts and transactions described herein, including the preparation and
dissemination of materially false and misleading public filings, occurred in this District. At all
times relevant, Lehman’s headquarters and principal offices were located in this District.

5. In connection with the acts alleged herein, Defendants used the means and
instrumentalities of interstate commerce, including, but not limited to, the United States mails,
interstate telephone communications, and the facilities of national securities exchanges.

1. PARTIES AND RELEVANT NON-PARTIES

A Plaintiffs

6. Court-appointed Lead Plaintiffs Alameda County Employees’ Retirement
Association (“ACERA”), Government of Guam Retirement Fund (“GGRF”), Northern Ireland
Local Government Officers’ Superannuation Committee (“NILGOSC”), City of Edinburgh Council
as Administering Authority of the Lothian Pension Fund (“Lothian”), and Operating Engineers
Local 3 Trust Fund (“Operating Engineers”), along with the additional plaintiffs identified in
Appendices A and B, purchased or otherwise acquired Lehman common stock during the Class
Period, and/or various Lehman securities set forth in Appendices A and B, and were damaged
thereby.

B. Relevant Non-Parties

7. Lehman, headquartered in New York, was a global investment bank. Lehman’s
common stock traded on the New York Stock Exchange. On September 15, 2008, Lehman filed for
bankruptcy protection under Chapter 11 of the Bankruptcy Code. For this reason, Lehman is not

named as a defendant in this action.
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C. Defendants

8. At all relevant times, Defendant Richard S. Fuld, Jr. (“Fuld”) served as Lehman’s
Chairman and CEO, and chair of Lehman’s Executive Committee and Lehman’s Risk Committee.
Fuld signed the Shelf Registration Statement.

9. Defendant Christopher M. O’Meara (“O’Meara”) served as the Company’s CFO,
Controller, and Executive Vice President from 2004 until December 1, 2007, when he became
Global Head of Risk Management. O’Meara was also a member of Lehman’s Risk Committee at
all relevant times. O’Meara signed the Shelf Registration Statement.

10. Defendant Joseph M. Gregory (“Gregory”) was, at all relevant times, the Company’s
President and COO and a member of Lehman’s Executive Committee, until he resigned on or about
June 12, 2008.

11. Defendant Erin Callan (“Callan”) became the Company’s CFO and Executive Vice
President on December 1, 2007, and served in that position and as a member of Lehman’s Executive
Committee and Lehman’s Risk Committee until she resigned on or about June 12, 2008.

12. Defendant lan Lowitt (“Lowitt”) replaced Callan as CFO in June 2008. He also
served as the Co-Chief Administrative Officer and was a member of Lehman’s Executive
Committee and Lehman’s Risk Committee from June 2008 through the date of Lehman’s
bankruptcy filing.

13. Defendants Fuld, O’Meara, Gregory, Callan and Lowitt are referred to collectively as
the “Insider Defendants.”

14. Director Defendants Michael L. Ainslie (“Ainslie”), John F. Akers (“Akers”), Roger
S. Berlind (“Berlind”), Thomas H. Cruikshank (“Cruikshank’), Marsha Johnson Evans (“Evans”),
Sir Christopher Gent (“Gent”), Roland A. Hernandez (“Hernandez”), Henry Kaufman (“Kaufman”),
and John D. Macomber (“Macomber”) (collectively, the “Director Defendants™) were at all relevant
times members of Lehman’s Board of Directors. Each director signed the Shelf Registration

Statement in his or her capacity as a director of Lehman.

4-
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15.  Auditor Defendant Ernst & Young LLP (“E&Y”) served as the Company’s
purportedly independent auditor at all times relevant to the Class Period. E&Y audited Lehman’s
fiscal 2007 financial statements, falsely certified that those financial statements were prepared in
accordance with GAAP, and falsely represented that it conducted its audits or reviews in accordance
with GAAS, set forth by the PCAOB. E&Y also reviewed Lehman’s interim financial statements
during the Class Period and falsely represented that no material modifications needed to be made
for them to conform with GAAP.

16. The Underwriter Defendants, who underwrote the Offerings which were sold
pursuant to materially false and misleading Offering Materials, are being charged with violations of
Section 11 of the Securities Act, as set forth in Appendix A (identifying the underwriters, the
offerings and amounts underwritten). UBS, which underwrote certain offerings in Appendix A and
all of the offerings in Appendix B, is being charged with violations of Section 11 and 12(a)(2) of the
Securities Act.

IV. CLASSACTIONALLEGATIONSAPPLICABLE TOALL CLAIMS

17. Plaintiffs bring this Action as a class action pursuant to Federal Rule of Civil
Procedure 23(a) and (b)(3) on behalf of themselves and all other persons and entities, except
Defendants and their affiliates, who (1) purchased or acquired Lehman securities identified in
Appendix A pursuant or traceable to the Shelf Registration Statement, (2) purchased or acquired any
Lehman Structured Notes identified in Appendix B pursuant or traceable to the Shelf Registration
Statement, and (3) purchased or acquired Lehman common stock, call options, and/or who sold
Lehman put options between June 12, 2007 and September 15, 2008. Excluded from the Class are
(i) Defendants, (ii) the officers and directors of each Defendant, (iii) any entity in which Defendants
have or had a controlling interest, and (iv) members of Defendants’ immediate families and the legal
representatives, heirs, successors or assigns of any such excluded party.

18. The members of the Class are so numerous that joinder of all members is
impracticable. While the exact number of Class members is unknown to Plaintiffs at this time and

5
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can only be ascertained through appropriate discovery, Plaintiffs believe that there are thousands of
members of the Class located throughout the United States. Throughout the Class Period, the
Lehman securities at issue traded on an efficient market. Record owners and other members of the
Class may be identified from records maintained by Lehman and/or its transfer agents and may be
notified of the pendency of this action by mail, using a form of notice similar to that customarily
used in securities class actions.

19. Plaintiffs” claims are typical of the claims of the other members of the Class as all
members of the Class were similarly affected by Defendants’ wrongful conduct in violation of
federal law that is complained of herein.

20. Plaintiffs will fairly and adequately protect the interests of the members of the Class
and have retained counsel competent and experienced in class and securities litigation.

21.  Common questions of law and fact exist as to all members of the Class and
predominate over any questions solely affecting individual members of the Class. Among the
questions of law and fact common to the Class are: (a) whether the federal securities laws were
violated by Defendants’ acts and omissions as alleged herein; (b) whether documents, press
releases, and other statements disseminated to the investing public and the Company’s shareholders
misrepresented material facts about the business and financial condition of Lehman; (c) whether
statements made by Defendants to the investing public misrepresented and/or omitted material facts
about the business and financial condition of Lehman; (d) whether the market price of Lehman’s
securities was artificially inflated due to the material misrepresentations and failures to disclose
material facts complained of herein; and (e) the extent to which the members of the Class have
sustained damages and the proper measure of damages.

22. A class action is superior to all other available methods for the fair and efficient
adjudication of this controversy since joinder of all members is impracticable. Furthermore, as the

damages suffered by individual Class members may be relatively small, the expense and burden of
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individual litigation make it impossible for members of the Class to individually redress the wrongs
done to them. There will be no difficulty in the management of this suit as a class action.

V. VIOLATIONS OF THE SECURITIESACT

23. The Securities Act claims are based on strict liability and negligence. The Securities
Act claims are not based on any allegation that any Defendant engaged in fraud or any other
deliberate and intentional misconduct, and Plaintiffs specifically disclaim any reference to or
reliance upon fraud allegations.

24. The Securities Act claims are brought on behalf of investors who purchased or
otherwise acquired Lehman securities in or traceable to the Offering Materials issued in connection
with the Offerings set forth in Appendices A and B.? Each of the Offerings was conducted pursuant
to the Shelf Registration Statement, a prospectus dated May 30, 2006 (the “2006 Prospectus™), and
either a prospectus supplement or pricing supplement issued in connection with that Offering. The
2006 Prospectus stated that it was part of the Shelf Registration Statement. The date of each
offering — and not the prior date of the Shelf Registration Statement — was the “effective date” of the
Shelf Registration Statement for purposes of Section 11 liability under 17 C.F.R. 8 230.415 and 17
C.F.R. § 229.512(a)(2).

25. The 2006 Prospectus expressly incorporated by reference Lehman’s Forms 10-K, 10-
Q and 8-K that were filed with the SEC subsequent to the 2006 Prospectus and prior to the date of
each Offering conducted pursuant to the 2006 Prospectus. As to each Offering, certain documents
contained untrue statements and material omissions that were incorporated in the Shelf Registration

Statement and 2006 Prospectus, as set forth in Appendices A and B.

2 Lead Plaintiffs reserve the right to assert claims for additional offerings that occurred pursuant to
Lehman’s May 30, 2006 Shelf Registration Statement, should investors who purchased such
additional securities indicate their willingness to serve as named plaintiffs.

-7-
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A. The Offering Materials Were Materially False And Misleading

1. The Offering Materials Failed To
Disclose Lehman’s Repo 105 Transactions

26. Throughout the Class Period, Lehman consistently described the importance of net
leverage to its business as follows: “The relationship of assets to equity is one measure of a
company’s capital adequacy. Generally, this leverage ratio is computed by dividing assets by
stockholders’ equity. We believe that a more meaningful, comparative ratio for companies in the
securities industry is net leverage, which is the result of net assets divided by tangible equity
capital.” See, e.g., 2007 10-K at 63.

27. In calculating the numerator for its net leverage ratio, Lehman defined “net assets” in
its 2007 10-K as total assets less: (i) cash and securities segregated and on deposit for regulatory
and other purposes; (ii) collateralized lending agreements; and (iii) identifiable intangible assets and
goodwill. For the denominator, Lehman included stockholders’ equity and junior subordinated
notes in “tangible equity capital,” but excluded identifiable intangible assets and goodwill.
Lehman’s publicly reported net leverage ratio, therefore, supposedly compared the Company’s
riskiest assets to its available stockholders equity to absorb losses sustained by such assets.

28. In fact, net leverage was so meaningful that E&Y’s audit workpapers stated that
“Materiality is usually defined as any item individually, or in the aggregate, that moves net leverage
by 0.1 or more (typically $1.8 billion).” According to E&Y’s engagement partner, William Schlich,
this was Lehman’s own definition for materiality with respect to net leverage. Accordingly, a “one-
tenth” of a point adjustment in net leverage, which during the Class Period meant either an increase
or decrease in net assets or tangible equity capital of $1.8 billion, was material to Lehman.

29. Lehman, along with the majority of investment banking firms on Wall Street,
routinely entered ordinary sale and repurchase agreements to satisfy short-term cash needs,
borrowing cash from counterparties at fixed interest rates and putting up collateral, typically in the

form of financial instruments, to secure financing (referred to herein as “Ordinary Repo”

-8-
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transactions). Upon maturity of the Ordinary Repo transactions, Lehman would repay the cash to
the counterparty, plus interest, and reclaim its collateral, ending the arrangement.

30. Lehman accounted for Ordinary Repos as financings — i.e., debt — recording both an
asset (the cash proceeds of the Ordinary Repo loan) and a liability (an obligation to repay the
Ordinary Repo loan). Significantly, the collateral that securitized the Ordinary Repo remained on
Lehman’s balance sheet, and the incoming cash and corresponding liability had the effect of
increasing Lehman’s net leverage ratio as the numerator (net assets) increased, while the
denominator (tangible equity capital) remained the same.

31. Unbeknownst to investors, however, Lehman entered into tens of billions of dollars
worth of undisclosed Repo 105 transactions, which resembled Ordinary Repo transactions in all
material respects, but Lehman recorded the transaction on its books as though the asset
collateralizing the loan had actually been sold and removed from its balance sheet. Lehman would
then use the cash received from the Repo 105 loan to pay down other existing liabilities, which had
the effect of reducing Lehman’s net leverage ratio, because it reduced the numerator in the net
leverage ratio (net assets) (through the “sale” of the collateralizing asset and the use of cash to pay
down other short-term debt), while having no impact on the denominator in the net leverage ratio
(tangible equity ratio). As a result, the Repo 105 accounting treatment had the effect of reducing
Lehman’s reported net leverage ratio as of the end of each reporting period during the Class Period.

32. Significantly, the “reduction” in the net leverage ratio was only temporary, and
wholly illusory. Pursuant to the terms of these Repo 105 transactions, just days after the Company’s
quarter ended, Lehman would repay the Repo 105 counterparty, and the collateralized assets would
return to Lehman’s balance sheet, thereby immediately and materially increasing the net leverage
ratio by highly material amounts shortly after the quarter had closed.

33. In his prepared testimony before Congress, the Examiner explained that Lehman’s
public disclosures were misleading by its failure to disclose its use of Repo 105 transactions:

Lehman did not disclose that it had only temporarily reduced its net leverage ratio through Repo

-9-
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105 transactions, “[c]onsequently, Lehman’s statement that the net leverage ratio was a ‘more
meaningful’ measurement of leverage was rendered misleading because that ratio — as reported by
Lehman — was not an accurate indicator of Lehman’s actual leverage, and in fact, understated
Lehman’s leverage significantly.”

34. In addition, Lehman’s public statements regarding its liquidity (the immediate ability
to access funds to pay down short-term obligations) was rendered materially misleading because its
financial statements and related footnote disclosures failed to disclose Lehman’s immediate
obligation to repay tens of billions of dollars in Repo 105 transactions just days after the end of each
fiscal quarter. Thus, Lehman’s reported that short-term or current liabilities were similarly
understated by a material amount. As a result, Lehman did not have nearly as much in available
liquidity or in its liquidity pool as it represented.

35. Lehman also issued materially false and misleading explanations in the
Management’s Discussion and Analysis (“MD&A”) section of its periodic reports relating to the
rationale behind the reported decreases to its net leverage ratio (either quarter-on-quarter or
comparing to the prior year’s same quarter to the reported quarter). Regardless of the
appropriateness of Lehman’s accounting for its Repo 105 transactions under GAAP, these
representations were materially false and misleading because Lehman was contractually obligated
to repurchase the Repo 105 assets.

36. Significantly, a Repo 105 transaction was a more expensive form of short-term
financing than an Ordinary Repo. Lehman had the ability to conduct an Ordinary Repo transaction
using the same securities and with substantially the same counterparties, at a lower cost, but instead
engaged in Repo 105 transactions that had the effect of temporarily “removing” tens of billions of
dollars of assets off Lehman’s balance sheet at the end of each quarter.

37. At bottom, Lehman’s Repo 105 transactions lacked economic substance, and
Lehman’s reported de-leveraging failed to reflect its true financial condition. The quarterly cycle of

temporarily “removing” as much as $50 billion of assets off its balance sheet (as reflected in Table 1
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below) for only days at quarter-end created the false impression that Lehman had reduced its
balance sheet exposure and net leverage, and fostered the appearance of increased liquidity, and

thereby made Lehman’s financial health appear significantly more sound than it actually was.

Table 1 — Undisclosed Repo 105/108 Usage (in billions)

2Q07 3Q07 4Q07 1Q08 2Q08

38. Notably, throughout the Class Period, Repo 105 transactions decreased Lehman’s net

leverage between 15 and 19 times its own materiality threshold (0.1), as set forth in Table 2 below.

Table 2 — Repo 105 and 108 Transactions and Reported Net L everage

Reported Net | Actual Net Difference As Multiple of
Leverage Leverage Lehman’s 0.1 Materiality
Ratio Ratio Threshold

Reporting Repo 105
Period (billions)

39.  In addition, throughout the Class Period, the Repo 105 transactions also caused

Lehman’s short term and total liabilities to be materially understated, as reflected in Table 3 below:
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Table 3 — Repo 105 Transactions and Total and Short Term Liabilities (in billions)

2Q07 3Q07 2007 1Q08 2Q08
Year End

Total Reported
Liabilities $584.73 | $637.48 $668.57 $761.20 $613.16
Reported Short
Term Liabilities $483.91 | $517.15 $545.42 $632.92 $484.97
Repo 105’s $31.90 $36.40 $38.60 $49.10 $50.40
% of Repo 105’s to
Total Liabilities 5.45% 5.71% 5.77% 6.45% 8.22%
% of Repo 105’s to
Short-Term
Liabilities 6.59% 7.04% 7.08% 7.76% 10.39%

40.  The failure to disclose the tens of billions of dollars in Repo 105 transactions
consistently rendered statements in Lehman’s quarterly and annual filings throughout the Class
Period materially false and misleading, including the following:

@) Each Form 10-Q and Lehman’s 2007 10-K represented that securities sold under
agreements to repurchase, are “treated as collateralized agreements and financings for financial
reporting purposes.” This statement was untrue and materially misleading because it failed to
disclose that, through Lehman’s Repo 105 program, tens of billions of dollars in securities sold each
quarter pursuant to agreements to repurchase were not treated as “financings for financial reporting
purposes” but were treated as sales by Lehman;

(b) Each Form 10-Q and the 2007 10-K purported to describe all of Lehman’s material
off-balance sheet arrangements. In fact, each filing expressly included a discussion and table
purportedly summarizing all “Off-Balance Sheet Arrangements” in the MD&A section. Such
descriptions were materially false and misleading because they failed to list or discuss the material
fact that Lehman had agreed to tens of billions of dollars in off-balance sheet commitments that
were not included in these descriptions;

(© Each Form 10-Q contained a statement that the “Consolidated Financial Statements

are prepared in conformity with U.S. generally accepted accounting principles,” and included
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certifications from Fuld and either Callan or O’Meara stating that “this report does not contain any
untrue statements of a material fact or omit to state a material fact” and that “the financial
statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flow of the registrant.” These
statements were materially false and misleading for, among other reasons described herein, failing
to disclose the Repo 105 transactions, which falsely reduced net leverage and understated liabilities
and violated GAAP.

(d) Each Form 10-Q contained a “Report of Independent Registered Public Accounting
Firm” signed by E&Y (the “Interim Reports”), stating that, based on its review of Lehman’s
consolidated financial statements and in accordance with the standards of the PCAOB, “we are not
aware of any material modifications that should be made to the consolidated financial statements
referred to above for them to be in conformity with U.S. generally accepted accounting principles.”
This statement was materially false for, among other reasons described herein, failing to disclose the
Repo 105 transactions, which falsely reduced net leverage and understated liabilities, and violated
GAAP.

(e) The 2007 10-K represented that Lehman’s “Consolidated Financial Statements are
prepared in conformity with U.S. generally accepted accounting principles,” and included
certifications from Defendants Fuld and Callan stating that “this report does not contain any untrue
statements of a material fact or omit to state a material fact” and that “the financial statements, and
other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant.” These statements were false and
misleading for, among other reasons described herein, failing to disclose the Repo 105 transactions,
which falsely reduced net leverage and understated liabilities, and violated GAAP.

() The 2007 10-K included E&Y’s “Report of Independent Registered Public
Accounting Firm,” signed January 28, 2008, certifying that: (1) Lehman’s FYO07 financial results:

(a) were prepared in accordance with GAAP; and (b) in all material respects, fairly presented the
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financial condition and operations of Lehman as of November 30, 2007; and (2) E&Y conducted its
audit of Lehman’s FYQ7 financial results in accordance with GAAS (the “2007 Audit Report™).
E&Y consented to the inclusion of its 2007 Audit Report in Lehman’s 2007 Form 10-K, and
consented to the incorporation of the 2007 Audit Report by reference in registration statements,
including Lehman’s May 30, 2006 S-3 Shelf Registration Statement (No. 333—134553), and post
effective amendments. These statements in E&Y’s 2007 Audit Report were false and misleading
because, contrary to E&Y’s representation, Lehman’s FY07 financial results were not prepared in
accordance with GAAP because the Company’s net leverage was understated through the use of
Repo 105 transactions, and E&Y’s audit of Lehman’s FYQ7 financial results was not performed in
accordance with GAAS.

41.  As further discussed in 1161-69, the failure to disclose Lehman’s use and accounting
treatment of Repo 105 transactions in its financial statements and related footnotes incorporated into
the Offering Materials violated numerous GAAP provisions and SEC regulations. This material
omission caused Lehman’s financial reports to present an unrealistic and unreliable picture of the
Company’s business realities by misrepresenting its net leverage and liquidity, in violation of, inter
alia, Accounting Release 173 (“[I]t is important that the overall impression created by the financial
statements be consistent with the business realities of the company’s financial position and
operations”) and FASCON 1 (specifically 1132, 34 & 42) and FASCON 2 (specifically 1115, 33,
Figure 1, 1158, 79-80, 91-97, 160).

42. Moreover, the SEC requires that certain information be disclosed in the MD&A
section of periodic reports. Specifically, Item 303 of SEC Regulation S-K states that the registrant’s
MD&A section of its SEC filings should provide users of financial statements with relevant
information in assessing the registrant’s financial condition and results of operations, including
trends and uncertainties that would cause reported financial information to not be indicative of its
future financial condition or future operating results. By omitting any mention of Repo 105, the

Offering Materials violated Item 303’s disclosure requirements. Nowhere did the Offering
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Materials report, inter alia, the material effect Repo 105 transactions had on the Company’s balance
sheet, net leverage, liquidity and capital resources, and their nature or business purpose.

43. In addition to the false and misleading statements referenced above at 26-40,
which appear in the Forms 10-Q and 10-K filed by Lehman during the Class Period and which were
incorporated by reference into the Offerings Materials issued in connection with the challenged
Offerings, additional false and misleading statements regarding Repo 105 are set forth below in

chronological order.

a. Additional Material Misstatements
And Omissions Relating To Repo 105

44, 2007: On July 10, 2007, Lehman filed with the SEC its quarterly report on Form
10-Q for the quarter ended May 31, 2007 (“2Q07 10-Q”) (which largely repeated information in its
June 12, 2007 Form 8-K) signed by O’Meara.

45, The 2Q07 10-Q reported that Lehman’s net leverage ratio was 15.4, which was
materially false and misleading because it failed to take into account $31.943 billion in Repo 105
assets that were temporarily removed from Lehman’s financial statements. Had the assets that were
subject to the Repo 105 transactions been included, Lehman’s net leverage ratio would have been
16.9, representing an increase 15 times greater than Lehman’s own materiality threshold of a change
in net leverage of 0.1.

46. In addition, the 2Q07 10-Q reported $137.948 billion in securities sold under
agreements to repurchase. This statement was materially false and misleading because it excluded
almost $32 billion in Repo 105 assets that Lehman had temporarily removed from its balance sheet,
which Lehman had agreed to repurchase days after the end of the quarter.

47. 3007: On October 10, 2007, Lehman filed with the SEC its quarterly report on
Form 10-Q for the quarter ended August 31, 2007 (“3Q07 10-Q”) (which largely repeated
information in its September 18, 2007 Form 8-K), signed by O’Meara.

48. The 3Q07 10-Q reported that Lehman’s net leverage ratio was 16.1, which was

materially misleading because it failed to take into account $36.407 billion in Repo 105 assets that
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were temporarily removed from Lehman’s financial statements. Had the Repo 105 transactions
been included, Lehman’s net leverage ratio would have been 17.8, representing an increase 17 times
greater than Lehman’s own materiality threshold of a change in net leverage of 0.1.

49, In addition, the 3Q07 10-Q reported $169.302 billion in securities sold under
agreements to repurchase. This statement was materially false and misleading because it excluded
over $36 billion in Repo 105 assets that Lehman had temporarily removed from its balance sheet,
which Lehman had agreed to repurchase days after the end of the quarter.

50. EY2007: On January 29, 2008, Lehman filed with the SEC its annual report on
Form 10-K for the fiscal year ended November 30, 2007 (“2007 10-K”) (which largely repeated
information in its December 13, 2007 Form 8-K), signed by Fuld, Callan, Ainslie, Akers, Berlind,
Cruikshank, Evans, Gent, Hernandez, Kaufman, and Macomber.

51. The 2007 10-K reported that Lehman’s net leverage ratio was 16.1, which was
materially misleading because it failed to take into account $38.634 billion in Repo 105 assets that
were temporarily removed from Lehman’s financial statements. Had the Repo 105 transactions
been included, Lehman’s net leverage ratio would have been 17.8, representing an increase 17 times
greater than Lehman’s own materiality threshold of a change in net leverage of 0.1.

52. In addition, the 2007 10-K reported $181.732 billion in securities sold under
agreements to repurchase. This statement was materially false and misleading because it excluded
almost $39 billion in Repo 105 assets that Lehman had temporarily removed from its balance sheet,
which Lehman had agreed to repurchase days after the end of the quarter.

53. 10Q08: On April 8, 2008, Lehman filed with the SEC its quarterly report on Form
10-Q for the first quarter ended February 29, 2008 (*1Q08 10-Q”) (which largely repeated
information in its March 18, 2008 Form 8-K), signed by Callan and incorporated by reference into
the offerings, as set forth in Appendix A.

54, The 1Q08 10-Q reported that Lehman’s net leverage ratio was 15.4, which was

materially misleading because it failed to take into account $49.102 billion in Repo 105 assets that
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were temporarily removed from Lehman’s financial statements. Had the Repo 105 transactions
been included, Lehman’s net leverage ratio would have been 17.3, representing an increase 19 times
greater than Lehman’s own materiality threshold of a change in net leverage of 0.1.

55. In addition, the 1Q08 10-Q reported $197.128 billion in securities sold under
agreements to repurchase. This statement was materially false and misleading because it excluded
over $49 billion in Repo 105 assets that Lehman had temporarily removed from its balance sheet,
which Lehman had agreed to repurchase days after the end of the quarter.

56.  2008: On June 9, 2008, Lehman issued a press release, filed with the SEC on Form
8-K, pre-announcing its financial results for the second quarter ended May 31, 2008 (““6/9/08 8-K”).

57.  The 6/9/08 8-K claimed that Lehman had reduced its net leverage ratio to below
12.5. This statement was materially misleading because the 6/9/08 8-K failed to take into account
$50.383 billion in Repo 105 assets that were temporarily removed from Lehman’s financial
statements. The 6/9/08 8-K was incorporated by reference into the offerings, as set forth in
Appendix A.

58.  The 6/9/08 8-K also stated that the Company “further strengthened its liquidity and
capital position” by growing its “liquidity pool to an estimated $45 billion” and decreasing gross
assets and net assets by approximately $130 billion and $60 billion, respectively. This statement
was false and misleading for reasons set forth below in 185-88.

59. On June 16, 2008, the Company issued another press release, filed with the SEC on
Form 8-K, announcing its results for the second quarter of 2008 (the “6/16/08 8-K”).

60. The 6/16/08 8-K reported a net leverage ratio of 12.0, and also announced that the
firm reduced its gross assets and net assets by $147 billion and $70 billion, respectively, during the
second quarter. These statements were materially misleading because the 6/16/08 8-K failed to
disclose $50.383 billion in Repo 105 assets that had been removed only temporarily from Lehman’s
balance sheet at quarter end. Had the assets been included, Lehman’s net leverage ratio would have

been 13.9, representing an increase of 18 times Lehman’s own materiality threshold of a change in
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net leverage of 0.1. The 6/16/08 8-K was incorporated by reference into the offerings, as set forth in
Appendix A.
b. GAAP Violations Relating To Repo 105

61. Lehman’s financial statements for fiscal year 2007, as well as its quarterly financial
statements from the second quarter of 2007 through its bankruptcy filing, violated GAAP and SEC
disclosure requirements. Lehman represented in its public filings that all transactions containing
short-term repurchase commitments were recorded as “secured financing transactions,” which
effectively had no net impact on Lehman’s balance sheet. In truth, however, Lehman accounted for
its Repo 105 transactions as “sales” under FAS 140, which had a profound impact on Lehman’s
balance sheet. By categorizing its Repo 105 transactions as “sales,” the transferred securities were
removed from the balance sheet, replaced by cash, and a liability was never recorded. Lehman then
used this cash to pay down existing, short-term liabilities, effectively reducing its balance sheet.

62. Guidance in FAS 140 itself states that categorizing a repurchase agreement as a sale
is unusual. Indeed, unlike Lehman, similar investment banks did not record such repurchase
transactions as “sales.” To qualify as a sale under FAS 140, the company transferring the asset must
divest itself of the asset and relinquish all control over the assets. The retention of any portion of
control over the assets precludes treatment of a transfer of financial assets as a “sale.” Only when
the transferor has divested itself of the assets from a control perspective, such that the asset is
effectively “isolated from the transferor — put presumptively beyond the reach of the transferor and
its creditors, even in bankruptcy or other receivership,” and “the transferor does not maintain
effective control over the transferred assets through” for example “an agreement that both entitles
and obligates the transferor to repurchase or redeem them before their maturity” can the transaction
be deemed a “sale.”

63. Lehman’s Repo 105 transactions were not “sales” for a number of reasons, not least
of which was that they lacked the necessary business purpose and economic substance to be

recorded as legitimate sales under GAAP. Unlike a true sale, there was no legitimate business
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purpose to the transactions. Indeed, as explained above, the Repo 105 transactions were a more
expensive, form of short-term financing for Lehman than an Ordinary Repo transaction.

64. Moreover, unlike an actual sale, Lehman’s repurchase agreements required Lehman
to repurchase the collateral after a fixed period of time; they did not merely grant Lehman the right
to do so. While characterizing the short-term financing as a “sale” on its financials, Lehman in fact
was obligated to repurchase these assets within days after the close of the reporting period.

65. Furthermore, FAS 140 specifically notes that the determination of whether a transfer
of assets qualifies as a sale might depend upon a legal determination of whether such arrangement
represents a “true sale at law.” Lehman, however, was unable to obtain a true sale opinion from any
United States law firm. Lehman did not disclose its inability to obtain such an opinion or its
decision to nevertheless treat its Repo 105 transactions as sales. That Lehman attempted to satisfy
the requirements of FAS 140 through an opinion from Linklaters, a law firm, in the United
Kingdom within the context of English Law (and then channel Repo 105 transactions through a
Lehman subsidiary in the United Kingdom) cannot justify the accounting treatment. Because no
U.S. firm would provide the opinion under U.S. law, there was no basis in FAS 140 for recording
the transactions as sales, nor was there legitimate business or economic substance behind
channeling the Repo 105 transactions through the United Kingdom.

66. Lehman’s accounting for its Repo 105 transactions also failed fundamental tenets of
financial reporting under GAAP. GAAP requires that the overall impression created by financial
statements be consistent with the business realities of the company’s financial position and
operations, such that the financial statements are useful and comprehensible to users in making
rational business and investment decisions. See, e.g., FASCON 1, 119, 16, 33-34; FASCON 5, 5.
FASCON 1 states that “Financial reporting should include explanations and interpretations to help
users understand financial information.” 54. Under GAAP, “nothing material is left out of the
information that may be necessary to [ensure] that [the report] validly represents the underlying

events and conditions.” FASCON 2, 1179-80. FASCON 5 explains that footnotes are an integral
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part of financial statements and are read in conjunction with the notes to the financial statements.
Here, Lehman’s accounting treatment for its Repo 105 transactions, and the total absence of any
disclosures about Repo 105 in footnotes, the MD&A section of the SEC filings or elsewhere created
a false impression of Lehman’s business condition, violating GAAP. An analyst or a member of the
investing public reading Lehman’s SEC filings from cover to cover, with unlimited time, would not
have learned about the Repo 105 program or Lehman’s true net leverage. To the contrary, Lehman
affirmatively told readers that its repurchase agreements were treated as financial arrangements, not
sales, under FAS 140.

67. In addition, GAAP requires that financial statements place substance over form.

FASCON 2, for example, states in relevant part:

... The quality of reliability and, in particular, of representational faithfulness leaves
no room for accounting representations that subordinate substance to form . . .
(FASCON 2, 159)

68.  Additionally, AU § 411 states, in relevant part:

Generally accepted accounting principles recognize the importance of reporting

transactions and events in accordance with their substance. (AU § 411.06)

69. Lehman’s Repo 105 transactions lacked substance as “sales.” Whereas ordinary repo
transactions provide financing but do not impact the balance sheet, Lehman’s Repo 105 transactions
did. Elevating form over substance, Lehman engaged in tens of billions of Repo 105 transactions at
the end of its quarters for the purpose of improving the appearance of its balance sheet and net

leverage ratio.

2. The Offering Materials Misrepresented
Lehman’s Risk Management Practices

70. Throughout the Class Period, the Offering Materials included false and misleading
statements concerning Lehman’s risk management, including, inter alia, statements about Lehman’s
adherence to risk policies, compliance with risk limits, stress testing, risk appetite, and use of risk
mitigants. Lehman’s statements were highly material to investors because, as an investment bank,
risk management was critical to loss prevention. In particular, Lehman’s overriding of its risk

-20-



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 30 of 215

management policies and systems enabled Lehman to amass billions of dollars of illiquid, risky
assets that it could not monetize to maintain its reported liquidity and net leverage ratio.

71. Prior to 2006, Lehman focused primarily on the “moving business” — a business
strategy of originating assets for securitization or syndication and distribution to others. In this
regard, Lehman’s wholly-owned subsidiaries, BNC, a California-based subprime mortgage
originator, and Aurora, a leading Alt-A mortgage originator based in Colorado, originated subprime
and other non-prime mortgages for Lehman’s securitization business, which were then sold to
investors.

72. However, in 2006 and the outset of 2007, Lehman’s management began to pursue an
aggressive growth strategy that caused the Company to assume significantly greater risk. This
growth strategy depended on Lehman’s ability to increase substantially the leverage on its capital.
As a result, Lehman shifted from the “moving business” to the “storage” business, making longer-
term investments using Lehman’s own balance sheet. This expansion strategy focused heavily on
acquiring and holding commercial real estate, leveraged loans and private equity assets — areas that
entailed far greater risk and less liquidity than Lehman’s traditional lines of business. From 2007
through the first quarter of 2008, as the real estate markets were collapsing, Lehman continued this
strategy, which was considered “counter-cyclical” in that Lehman sought to acquire assets priced at
the bottom of the economic cycle. Thus, as other institutions reduced their risk exposure, Lehman
increased its exposure to commercial and residential real estate.

73. Although Lehman increased its net assets through this growth strategy (by almost
$128 billion, or 48%, from the fourth quarter of 2006 through the first quarter of 2008), the market
was unaware that the Company had become saddled with an enormous volume of illiquid assets that
it could not readily sell in a downturn. For example, BNC and Aurora continued to originate
subprime and other non-prime mortgages to a greater extent than other mortgage originators, many
of whom had gone out of business, that could not be securitized and sold off to investors, but rather

remained on Lehman’s books. At the same time, during the first two quarters of 2007, Lehman
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continued to grow its leveraged loans, commercial real estate and principal investment business,
culminating with the acquisition of the Archstone REIT in May 2007, the largest transaction in
Lehman’s history.

74, In its SEC filings during the Class Period, Lehman repeatedly assured investors that
it had appropriate risk management policies in place and, significantly, that Lehman monitored and
enforced strict adherence to those policies. Lehman stated that it “monitor[ed] and enforce[ed]
adherence to [its] risk policies” (included in the 2007 10-K and 1Q08 10-Q) and that
“Im]anagement’s Finance Committee oversees compliance with policies and limits” (included in the
2Q07 10-Q, 3Q07 10-Q, 2007 10-K, and 1Q08 10-Q). Lehman also stated that “[w]e . . . ensure
that appropriate risk mitigants are in place” (included in the 2Q07 10-Q and 3Q07 10-Q), and that
“[d]ecisions on approving transactions . . . take into account . . . importantly, the impact any
particular transaction under consideration would have on our overall risk appetite” (included in the
2Q07 10-Q and 3Q07 10-Q). These statements were materially false and misleading because
Lehman’s risk management framework and risk mitigants, including its risk appetite limits, were
routinely overruled, disregarded and violated throughout the Class Period.

75. Lehman’s “risk appetite” was a measure that aggregated market risk, credit risk and
event risk faced by Lehman. According to Lehman’s risk management policies, the firm-wide risk
appetite limit was supposed to be the “hardest” of all Lehman’s risk limits such that a breach of this
limit required a determination by the Risk Committee — comprised of the Executive Committee
(which included Defendants Fuld, Gregory, Callan and Lowitt), the Chief Risk Officer, and the
Chief Financial Officer — of the proper action to take. In reality, however, risk appetite was treated
as a “soft” limit that was routinely exceeded during the Class Period. As the Examiner testified to
Congress, “Lehman was in breach of its established risk appetite limits on a persistent basis during
the second half of 2007.” All of the Insider Defendants served on the Risk Committee at varying

times during the Class Period.
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76. Indeed, in order to engage in riskier transactions, Lehman raised its risk appetite
limit four times between December 2006 and December 2007, from $2.3 to $3.3 billion, then to
$3.5 billion, then to $4.0 billion, and then regularly exceeded even these increased limits by
hundreds of millions of dollars. Furthermore, between May and August 2007, Lehman excluded its
$2.3 billion bridge equity position in Archstone (as well as other large bridge equity positions) from
its risk appetite usage calculations which, if included, would have caused Lehman to further exceed
its risk limits. In May 2007, when Lehman committed to Archstone, “[i]t was clear,” according to
the Examiner, “that the Archstone transaction would put Lehman over its then existing risk limits,
but the deal was committed anyway.” Lehman exceeded its risk appetite limit by $41 million in
July 2007 and $62 million in August 2007, and after the Archstone and other bridge equity positions
were added, Lehman exceeded its risk appetite limits by $608 million in September 2007, $670
million in October 2007, $508 million in November 2007, $562 million in December 2007, $708
million in January 2008, and $578 million in February 2008. As the Examiner found, Lehman’s
disregard for this “hard” limit facilitated a dramatic expansion of the firm’s risk profile between
2006 and 2007.

77. Lehman also had “concentration limits,” which were designed to ensure that the
Company did not take too much risk in a single, undiversified business or area. However, Lehman
routinely and consistently disregarded the concentration limits with respect to its leveraged loan and
commercial real estate business, including by failing to enforce the Company’s “single transaction
limits,” which were meant to ensure that its investments were properly limited and diversified by
business line and by counterparty. The single transaction limit was composed of two limits: (1) a
limit applicable to the notional amount of the expected leveraged loan (i.e., the total value of a
leveraged position’s assets); and (2) a limit applicable to the amount that Lehman was at risk of
losing on the leveraged loan. The Examiner testified that, in late 2006, Lehman decided “to
disregard the single transaction limit.” By July 2007, Lehman had committed to approximately 30

deals that exceeded its $250 million loss threshold, and five deals that violated the notional limit of
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$3.6 billion. Lehman also committed approximately $10 billion more than the single transaction
limit allowed with respect to 24 of its largest high yield deals. Moreover, the Company did not
impose a limit on its leveraged loan bridge equity commitments, in which Lehman took on riskier
equity pieces of real estate investments and which could directly affect its balance sheet and
liquidity position if not sold. Lehman ultimately exceeded its risk limits by margins of 70% for
commercial real estate and by 100% for its leveraged loans.

78. Lehman also exceeded its balance sheet limits which were designed to contain its
overall risk and maintain net leverage ratio within the range required by ratings agencies. For
example, Lehman’s Fixed Income Division (“FID”) exceeded its balance sheet limit by almost $20
billion at the end of 2Q07; by $11.17 billion at the end of 4Q07; and by $18 billion at the end of
1Q08; with overages concentrated in securitized products and real estate. Furthermore, despite the
fact that Lehman almost doubled its Global Real Estate Group’s (“GREG”) balance sheet limit for
commercial real estate transactions from $36.5 billion in 1Q07 to $60.5 billion in 1Q08, GREG still
exceeded its balance sheet limit by approximately $600 million in 3Q07; by approximately $3.8
billion in 4Q07; and by approximately $5.2 billion in 1Q08.

79. During the Class Period, Lehman’s Offering Materials also included false and
misleading statements concerning its “stress tests,” one of Lehman’s publicized risk controls.
Lehman’s stress tests were supposed to be used to determine the potential financial consequences of
an economic shock to its portfolio of real estate assets and investments, and Lehman was required
by the SEC to conduct some form of regular stress testing. Indeed, in its Class Period SEC filings,
Lehman publicly represented that “[w]e use stress testing to evaluate risks associated with our real
estate portfolios . . . .” Contrary to this statement, however, Lehman excluded some of its most
risky principal investments — including commercial real estate investments, private equity
investments, and leveraged loan commitments — from its stress tests.

80. Lehman’s failure to conduct stress testing of its real estate investments had a material

adverse effect on the Company. Indeed, as the Examiner found, the failure to do so rendered
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Lehman’s stress tests “meaningless,” and “Lehman’s management did not have a regular and
systematic means of analyzing the amount of catastrophic loss that the firm could suffer from those
increasingly large and illiquid investments.” In fact, experimental stress tests conducted in 2008
indicated that a large proportion of Lehman’s risk lay with real estate and private equity positions
that had not been included in the stress tests. For example, one stress test showed maximum
potential losses of $9.4 billion, which included $7.4 billion in losses on real estate and private
equity positions excluded from the stress tests. Another stress test showed potential total losses of
$13.4 billion, of which $10.9 billion was attributable to the previously excluded real estate and
private equity positions, and only $2.5 billion to previously included trading positions.

81. Lehman’s Offering Materials, by incorporating the 2Q07 10-Q and 3Q07 10-Q, also
represented that “[w]e apply analytical procedures overlaid with sound practical judgment and work
proactively with business areas before transactions occur to ensure appropriate risk mitigants are in
place.” Contrary to this statement, however, while Lehman’s mortgage-related risks had
significantly increased as it accumulated illiquid assets, Lehman failed to ensure that appropriate
risk mitigants were in place. These illiquid assets included residential Alt-A assets that Lehman
could not directly hedge. In addition, Lehman did not increase the magnitude of its “macro hedges”
— a technique used to eliminate the risks of a portfolio of assets — on its leveraged loan and
commercial real estate portfolios.

82. The statement that Lehman “work[s] proactively with business areas before
transactions occur to ensure appropriate risk mitigants are in place” was also false and misleading
because, unbeknownst to investors, by the start of the Class Period, Lehman had relaxed risk
controls to accommodate growth of its commercial real estate business, including its bridge equity
positions in the United States, which increased more than ten-fold from $116 million in 2Q06 to
$1.33 bhillion in 2Q07, and then more than doubled to exceed $3 billion by the end of 2Q08.
Lehman’s real estate bridge equity deals were particularly risky because declining values of the

underlying real estate prevented Lehman from selling bridge equity positions as planned, such as
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with Archstone. There, in addition to funding $8.5 billion in debt tranches, Lehman made an equity
investment of $250 million and purchased bridge equity of approximately $2.3 billion. Had the
Archstone transaction been properly included in Lehman’s risk controls, it would have caused
Lehman to exceed its risk appetite limits and the limits on its real estate business. As the Examiner
stated in his Congressional testimony, “[wl]ith the inclusion of Archstone, Lehman was clearly in
excess of its established risk limits.”

83. Lehman also routinely violated its Value at Risk (“VaR”) limits. VaR is a statistical
measure of the potential loss in the fair value of a portfolio due to adverse movement in the
underlying risk factors, and is watched by the SEC and the market to assess a company’s risks. For
example, GREG was in breach of its VaR limits every day for nearly one full year, from early
October 2007 through September 15, 2008 — the day Lehman declared bankruptcy. Similarly,
Lehman’s High Yield business repeatedly breached its VaR limits throughout the Class Period,
including every day from mid-August 2007 through mid-May 2008. Likewise, Lehman’s FID
repeatedly breached its VaR limits from the beginning of the Class Period through May 2008,
including every day from mid-October 2007 through mid-May 2008. As a consequence, Lehman
breached its firm-wide VaR limit no less than 44 times during the Class Period. Because Lehman
routinely exceeded its VaR limits, the representation that “[a]s part of our risk management control
processes, we monitor daily trading net revenues compared to reported historical simulation VaR” —
included in each of the Forms 10-Q and 2007 10-K during the Class Period — was materially false
and misleading when made.

84.  As the Examiner found, Lehman’s persistent and repeated failure to adhere to its risk
management policies rendered those policies “meaningless,” and enabled Lehman to acquire
billions of dollars of risky investments — and become exposed to billions of dollars of losses — that it

would not have been exposed to had it adhered to its risk management limits.
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3. The Offering Materials Contained
Untrue Statements Regarding Lehman’s
Liquidity Risk And Risk Of Bankruptcy

85. Liquidity was the lifeblood of Lehman. As Lehman described in its 2007 Form 10-

K, “liquidity, that is ready access to funds, is essential to our businesses.” The 2007 10-K also
stated that companies like Lehman “rely on external borrowings for the vast majority of their
funding, and failures in our industry are typically the result of insufficient liquidity.”

86. Regulation S-K required Lehman to disclose, in its MD&A, any known
commitments “that will result in or that are reasonably likely to result in the registrant’s liquidity
increasing or decreasing in any material way,” and any off-balance sheet arrangements “that have or
are reasonably likely to have a current or future effect on the registrant’s financial condition . . .
results of operations, liquidity, capital expenditures or capital resources that is material to
investors.” Lehman’s requirement to repurchase the assets covered by the Repo 105 transactions
within days of every quarter’s end was a known event to Lehman that greatly exceeded the
“reasonably likely to occur” standard, as Lehman was in fact, obligated to repurchase the assets, and
it was certain to have a material effect on Lehman’s financial condition and results of operation.
However, Lehman’s statements in the Liquidity, Funding and Capital Resources sections of the
MD&A failed to disclose Lehman’s obligation to repay the Repo 105 cash borrowings and to
repurchase the underlying assets collateralizing the loans immediately after the quarter closed, even
though such obligations directly and materially impacted its liquidity. Lehman’s disclosures should
have included a discussion of the timing and amounts of the cash flow issues accompanying the
repayment of the Repo 105 borrowing, including (1) the amount of cash available after the
repayment; (2) the ability to borrow more capital in light of a reduction in debt rating or
deterioration in leverage ratio due to the repayment of the Repo 105 borrowing; (3) the effect of the
repayment on Lehman’s cost of capital/credit rating; and (4) the economic substance and purpose of
the Repo 105 arrangements.

87. Lehman’s SEC filings throughout the Class Period omitted and misrepresented the

foregoing material facts about its repayment of Repo 105 cash borrowings. Instead, Lehman’s 2007
-27-



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 37 of 215

10-K simply claimed that the Company had a “very strong liquidity position” and represented that
“we maintain a liquidity pool . . . that covers expected cash outflows for twelve months in a stressed
liquidity environment.” Moreover, the 2007 10-K and the Forms 10-Q during the Class Period
stated that Lehman’s liquidity pool was sized to cover expected cash outflows associated with
certain enumerated items — none of which were Repo 105. These statements were false and
misleading for failing to disclose Lehman’s obligation to repay Repo 105 cash borrowings, which
impacted the Company’s liquidity pool.

88. Lehman’s statements concerning its liquidity were also false and misleading because,
as a result of the failure to abide by its risk limits, Lehman had accumulated a heavy concentration
of illiquid assets with deteriorating values, such as residential and commercial real estate. Much of
Lehman’s balance sheet growth (37% during 2007) was attributable to illiquid assets that Lehman
was unable to sell without incurring significant losses. Thus, while Lehman publicly stated that “we
maintain a liquidity pool . . . that covers expected cash outflows for twelve months in a stressed
liquidity environment,” by the start of the Class Period in July 2007, Lehman had already internally
determined that its liquidity pool was short $400 million to meet commitments looking out one year

forward.

4. The Offering Materials Overstated The Value
Of Lehman’s Commercial Real Estate Holdings

89. During the Class Period, Lehman represented that it had marked its commercial real
estate assets to fair value, including, for example, its Archstone position and its Principal
Transactions Group (“PTG”) assets.

90.  SFAS 157 establishes a three-part hierarchy for inputs used to report “fair value.”
SFAS 157 gives the highest priority — Level 1 — to valuing assets at quoted market prices of similar
assets. Observed market data other than quoted prices are given a lower priority — Level 2. Finally,
the lowest priority inputs are designated as Level 3 and consist of non-observable, internal, model-
driven inputs. Regardless of the level, the objective is to determine the exit price from the

perspective of a market participant that holds the asset (or owes the liability). Accordingly, even
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with regard to Level 3 inputs, SFAS 157 requires that unobservable inputs reflect the reporting
entity’s view as to the assumptions market participants would use in pricing the asset.

a. Archstone Valuations

91. In May 2007, Lehman, along with Tishman Speyer, agreed to acquire Archstone, a
publicly traded REIT involved in the acquisition, operation and development of apartment
buildings. The deal closed on October 5, 2007. Lehman funded roughly $5.4 billion ($3 billion in
debt and $2.4 billion of equity) of the $23.6 billion purchase price, making it Lehman’s single
largest commercial real estate investment. Lehman intended to syndicate, or sell, large portions of
its debt and equity interests after the closing, but was ultimately unable to do so. By the time the
Archstone deal closed on October 5, 2007, the stock prices of Archstone’s publicly traded peers had
declined over the summer and early fall of 2007, indicating that Archstone’s enterprise value had
declined as well.

92. To value its Archstone positions, Lehman primarily used a discounted cash flow
model that determined value by reducing future expected cash flows to their present value by
applying a discount. The cash flow was based on various assumptions, including rent growth, exit
capitalization rates, and exit platform value. Lehman, however, failed to consider market
information in these assumptions. For example, Lehman used a rental growth rate that was 1.9% to
3.5% higher than third-party projections for apartments within Archstone’s primary markets, used
net operating income growth rates that were 100% higher than the average growth rate for
apartment REITs over a 15 year period, and failed to consider the higher capitalization rates that
were being used for other comparable publicly traded REITs.

93. Because Lehman failed to consider market-based information in assessing
Archstone’s value, the statements that (i) “[f]inancial instruments and other inventory positions
owned . . . are presented at fair value” and (ii) “private equity investments are measured at fair
value” — both of which were included in Lehman’s 2007 10-K, 1Q08 10-Q, 6/9/08 8-K and 6/16/08

8-K — were materially false and misleading when made with respect to Archstone. In addition,
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because Lehman did not consider available data from comparable publicly traded REITSs, it violated
the policy set forth in its Accounting Policy Manual, which stated that under SFAS 157, a range of
factors, including the “trading value on public exchanges for comparable securities,” should be
considered to determine fair value.

94, Rather than use current market information, Lehman employed the assumptions
from when it first committed to participate in the Archstone acquisition in May 2007. As a result,
Lehman’s assumptions were unreasonably optimistic. Lehman’s valuation of Archstone was
overstated by $200 million to $450 million as of the end of 1Q08, and by $200 to $500 million as of
the end of 2Q08. The overstatement was material because, had Lehman taken a write-down of at
least $200 million in 1Q08 of its Archstone assets, (1) Lehman’s mark-to-market adjustments for
commercial mortgages and related real estate would have increased from $1 billion to $1.2 billion,
or 20%, and (2) the Company’s pretax income would have decreased from $489 million to $289
million, or 40%. Similarly, had Lehman taken a write-down of at least $200 million in 2Q08
relating to Archstone, (1) Lehman’s mark-to-market adjustments for commercial assets for that
quarter would have increased from $1.3 billion to at least $1.5 billion, or 15%, and (2) the
Company’s net losses would have increased from $2.8 billion to $3.0 billion, or 7%.

95. By overvaluing Archstone, Lehman overstated its 1Q08 income and understated its
2Q08 loss. As such, the statements in Lehman’s 3/18/08 8-K, 1Q08 10-Q, 6/9/08 8-K and 6/16/08
8-K concerning Lehman’s reported income were materially false and misleading when made.

b. PTG Asset VValuations

96. Lehman’s PTG assets were generally highly leveraged debt or equity investments in
real estate assets that Lehman intended to hold for its own account while a developer improved or
developed the underlying assets, with the intent to monetize the investment through a sale after the
development or improvement was completed. Between 2005 and 2007, Lehman’s PTG balance
sheet grew from $6.1 billion in 2005 to $9.6 billion in fiscal year 2007. During the same period,

Lehman’s PTG portfolio became riskier, as real estate investments were concentrated in California
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and other boom markets, focused on land development projects, and included a higher proportion of
equity investments.

97. Until 2007, Lehman primarily valued its PTG assets using a method called
“Cap * 105” that calculated the current capitalization of the property multiplied by 105%, with the
additional 5% representing the presumed appreciation of the collateral. This method overvalues
collateral significantly when real estate prices are in decline — as was occurring by mid 2007.

98. In 2007, Lehman began to implement a different method (“IRR”) to take the place of
the Cap * 105 method. The implementation was significantly delayed, however, and the Cap * 105
method was still used to value at least a third of Lehman’s PTG assets in 2Q08. Moreover, Lehman
used a yield for its IRR method that did not correspond to market-based interest rates. To reflect
fair value, the discount rate should have reflected the yield an investor would require to purchase
the property. However, to the contrary, Anthony Barsanti, who was responsible for determining
PTG to market adjustments, acknowledged to the Examiner that Lehman was “probably not
marking to yield” but more on *“gut feeling” about the position. Moreover, Aristides Koutouvides,
who reported to Barsanti, confirmed that the PTG business desk valuations did not reflect what a
buyer would pay on the open market in 2Q08, contrary to FAS 157. Jonathan Cohen, the Lehman
Senior Vice President responsible for overseeing valuation of assets in GREG, also said that in the
2Q08 the PTG portfolio was generally not marked to prices at which the assets could be sold.

99. Because neither of the methods Lehman used to value PTG assets employed market-
based assumptions to reflect fair value, the statements concerning Lehman’s fair value
measurements in the Offering Materials were materially false and misleading when made.

100. Additionally, a review by the Examiner of certain PTG positions valued using the
Cap * 105 method at the end of 2Q08 — positions making up approximately 36% of Lehman’s entire
PTG portfolio by value — showed that the value of the collateral underlying these positions declined
by 20% when transitioned to new valuation methods in July 2008. Further, when the Examiner

reviewed 105 positions that specifically switched from Cap * 105 to IRR models, the results
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showed that the marks for these positions were overvalued by $298 million as of July 31, 2008, and
$90 million as of August 31, 2008. The Examiner’s analysis of certain positions valued using IRR
indicated that the collateral underlying these positions was still overvalued by 15-20%, as the IRR
models did not use appropriate market-based information. Thus, Lehman’s PTG assets were
overvalued by tens or hundreds of millions of dollars as of 2Q08 and material write-downs were
required for a significant number of PTG assets.

101. Because Lehman’s PTG assets were overvalued, the statements in Lehman’s 6/9/08

8-K and its 6/16/08 8-K regarding its reported income were false and misleading.

C. Additional Facts Showing That Lehman’s
Commercial Real Estate Holdings Were Overvalued

102. Days before filing for bankruptcy, Lehman tried to sell its commercial real estate
assets to various banks. Kenneth D. Lewis, CEO of Bank of America, told the Examiner that its due
diligence regarding a potential transaction with Lehman in September 2008 revealed that Lehman’s
commercial real estate marks were too high. In particular, Lewis described a massive “$66 billion
hole” in Lehman’s valuation of its assets. An October 7, 2008 The Wall Street Journal article
similarly reported that the executives from the firms which declined to buy Lehman’s portfolio said
that they believed Lehman’s commercial portfolio was overvalued by as much as 35%. Further, as
reported by The New York Times on October 31, 2008, Treasury Secretary Henry Paulson later
explained that the absence of a federal bailout of Lehman was due to its impaired assets, stating:
“We didn’t have the powers, because by law the Federal Reserve could bailout Lehman with a loan
only if the bank had enough good assets to serve as collateral, which it did not.”

103. After Lehman’s bankruptcy, certain of Lehman’s assets were acquired by Barclay’s
for $1.54 billion. Barclay’s acquisition excluded Lehman’s commercial real estate holdings
precisely because they were overvalued. As Robert E. Diamond, Jr., Barclay’s President, recalled:
“Our proposal was to buy everything out of Lehman, but leave the commercial real estate. We did

not feel the valuations [of the commercial real estate] were supportable . . . .” Indeed, Barclay’s
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specifically carved out “all [of Lehman’s] Archstone debt and equity positions” from the purchase

agreement.

5. The Offering Materials Failed To
Disclose Lehman’s Risk Concentrations

104. GAAP requires disclosure of risk concentrations. AICPA Statement of Position
(“SOP) No. 94-6, Disclosure of Certain Significant Risks and Uncertainties (“SOP 94-6"), requires
disclosures specifically relating to risks and uncertainties that could significantly affect the amounts
reported in the financial statements in the near term (i.e., one year), particularly from current
vulnerability as a result of significant concentrations in certain aspects of the entity’s operations.
FAS No. 107, Disclosures about Fair Value of Financial Instruments (“FAS 107”), as amended by
FAS No. 133, Accounting for Derivative Instruments and Hedging Activities (“FAS 133”), requires
disclosure of significant concentrations of credit risk for financial instruments such as loans. FASB
Staff Position (“FSP”) SOP 94-6-1, Terms of Loan Products That May Give Rise to a Concentration
of Credit Risk (“FSP SOP 94-6-1"), addresses disclosure requirements for entities that originate,
hold, guarantee, service, or invest in loan products whose terms may give rise to a concentration of
credit risk.

105.  Until the filing of its 2Q08 10-Q on July 10, 2008, when Lehman belatedly began to
provide information concerning its commercial mortgage and real estate investment related
portfolios, the required disclosures relating to significant concentrations of credit risk from
Lehman’s mortgage and real estate related assets were omitted. Throughout the Class Period,
Lehman’s Offering Materials failed to disclose adequately or meaningfully the Company’s risk
concentrations in, among other things, highly risky Alt-A loans, illiquid commercial real estate
assets, and leveraged loan commitments. In addition, the Offering Materials failed to disclose that
Lehman had heavy concentrations of illiquid assets, such as residential and commercial real estate
with deteriorating values. These disclosures were especially important because the market for
mortgage-backed securities and the real estate market had declined. In fact, an internal Lehman

audit report dated February 26, 2007, advised that Lehman “address the main risks in the Firm’s
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portfolio,” including “illiquidity” and “concentration of risk.” By failing to disclose material facts
about Lehman’s concentration of mortgage and real estate related risks, investors could not
meaningfully assess the Company’s exposure to the mortgage and real estate markets and the
increasing riskiness of Lehman’s portfolio of mortgage and real estate assets.

106. Alt-A Concentration: Lehman was a leading originator of Alternative A-paper, or

Alt-A loans — a type of mortgage that is typically associated with borrowers who purportedly have
the creditworthiness of “prime” quality, but have traits that prevent the loans from qualifying as
“prime.” Lehman’s Offering Materials did not even include the term “Alt-A” until Lehman filed its
1Q08 Form 10-Q on April 9, 2008 and even that filing was materially misleading. When Lehman
finally began to identify Alt-A holdings on its balance sheet in its 2Q08 Form 10-Q, Lehman
consolidated its Alt-A holdings with prime holdings into a single category labeled “Alt-A/Prime,”
even though less than 7% ($1 billion of the reported $14.6 billion “Alt-A/Prime” exposure) actually
consisted of “prime” loans. By initially omitting Alt-A holdings altogether, and later grouping “Alt-
A” with “Prime” mortgage-related assets, the Offering Materials did not adequately disclose
Lehman’s true exposure to the riskier Alt-A loans that were experiencing rising delinquencies and
defaults throughout the Class Period. Moreover, Lehman did not disclose that it had loosened its
lending standards for Alt-A loans such that they were actually more akin to subprime than to prime.
As noted in an internal Lehman email on March 17, 2007: “I have pointed out in the past that
Aurora’s product is far from Alt-A anymore. The traditional Alt-A program is only 40% of Aurora’s
production . . . the rest 60% of production has 100% [] financing in lower FICOs with non-full
documentation, and/or investment properties.”

107. Commercial Real Estate Concentration: From the end of Lehman’s 2006 fiscal

year to the end of its 2007 fiscal year, Lehman increased its global CRE assets by more than 90%,
from $28.9 billion to $55.2 billion. However, by the start of the Class Period in July 2007, Lehman
personnel had already recognized that the market for placing investments backed by commercial

real estate was “virtually closed” and that the leveraged loan market had shut down. Nevertheless,
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Lehman had already committed to financing several large CRE deals that closed in October and
November 2007, including Archstone. Indeed, the Company’s involvement in Archstone and
several other real estate bridge equity deals was so enormous that it dwarfed Lehman’s entire pre-
existing real estate book. On November 6, 2007, GREG made a presentation to Lehman’s
Executive Committee that recognized the significant risks inherent in the over-concentration of its
global commercial real estate portfolio, stating that “under any circumstance an estimated $15
billion reduction in global balance sheet is warranted,” and recommended reducing the global
GREG balance sheet from $58 billion to $43.7 billion by March 31, 2008. Notwithstanding this
instruction, however, by May 31, 2008, GREG’s global commercial real estate portfolio remained
over-concentrated at $49.3 billion. Furthermore, Lehman’s commercial real estate portfolio
included high risk PTG investments involving property development projects whose value could be
materially affected if the developer failed to perform in accordance with the business plan.
Lehman’s PTG portfolio was especially risky because it focused on land development projects,
which carried more risk than other property types; was concentrated in California and other boom
markets; and because Lehman took equity stakes in the developments (approximately 30% as of
fiscal 2007 year-end). The PTG balance sheet grew from $6.1 billion in fiscal 2005 to $6.9 billion
in fiscal 2006, and then to $9.6 billion in fiscal 2007. These concentrated risks, however, were not
disclosed. Due to Lehman’s over-concentration of CRE assets, the Company ultimately had to write
down its CRE positions by approximately $4 billion from 1Q08 to 3Q08.

108. Leveraged Loan Concentration: Between December 2006 and June 2007, Lehman

participated in at least 11 leveraged buyout deals that each exceeded $5 billion; by April 2007,
Lehman had a record (approximately 70) high yield contingent commitments; and in June 2007,
Lehman’s lending pace by dollar amount had already doubled its 2006 record-setting year for high
grade and high yield combined. These concentrations were so large that Lehman’s high yield book
showed a risk appetite usage that was almost double the limit for these exposures. When the market

slowed by the second quarter of 2007, Lehman had approximately $36 billion of contingent
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commitments on its books, and FID was almost $20 billion over its net balance sheet limit. The
Offering Materials failed to disclose this material concentration of risk in leveraged loan deals.

109. As a result of the misrepresentations and/or omissions set forth above regarding
Lehman’s Repo 105 transactions, risk management overrides, liquidity, commercial real estate
valuations and its failure to adequately disclose its concentration of credit risk, the Offering
Materials were each materially false and misleading when issued.

B. The Lehman/UBS Structured Product Offerings

110. The plaintiffs identified in Appendix B purchased certain structured products issued
by Lehman and underwritten by UBS (the “Lehman/UBS Structured Products”), and hereby bring
claims arising under the Securities Act, individually and on behalf of all persons and entities, except
Defendants and their affiliates, who purchased or otherwise acquired any of the Lehman/UBS
Structured Products from March 30, 2007 through September 15, 2008 (the “Lehman/UBS
Structured Product Class Period”) and who were damaged thereby.

111. These Securities Act claims are brought against the Insider Defendants, Director
Defendants, E&Y and UBS based on the sale of Lehman/UBS Structured Products pursuant to
materially false or misleading offering materials.

112.  Plaintiffs specifically and intentionally incorporate by reference all of the allegations
preceding this Section of the Complaint and additionally allege as follows.

113. In 2007, UBS implemented an initiative to increase sales of “structured products”
through its wealth management unit. Structured products, also known as “structured investments,”
traditionally consisted of two components—a fixed income security and a derivative. The
derivative component was often an option linked to the performance of a single security, a basket of
securities, an index, a commodity, a debt issuance, a foreign currency or the difference between
currency swap rates. The fixed income component was customarily a U.S. Treasury security or
other highly rated debt instrument. Because the purchaser of a structured product could look to the

underlying fixed income security for repayment of principle, even if the performance of the
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derivative component of the investment proved unfavorable, and the investor was not dependent on
the fortunes of the sponsor of the investment for repayment, structured products were said to offer
“principal protection.”

114. UBS conducted an auction process each month in which investment banks competed
to be selected to issue structured products in accordance with UBS’s specifications. Unlike
traditional structured products, the investments offered by UBS were not based on the purchase of a
fixed income security and a derivative. UBS structured products consisted, instead, of a note issued
by an investment bank. The terms of the note specified the conditions upon which investors could
expect to receive the return of their principal and any additional amount at maturity. Even though
UBS did not purchase any debt instrument or other security to protect the investor’s principal, UBS
described these securities as offering “principal protection.”

115. Lehman was a major issuer of UBS structured products. During the Lehman/UBS
Structured Product Class Period, Lehman issued at least $1.24 billion of Lehman/UBS Structured
Products. The Lehman/UBS Structured Products that purported to offer full or partial principal
protection (the “PPNs”) appear in bold print in Appendix B.

116. The Lehman/UBS Structured Product Offering Materials uniformly included, at all
times throughout the Lehman/UBS Structured Products Class Period, untrue statements of material
fact or omitted to state material facts necessary in order to make the statements, in the light of the
circumstances under which they were made, not misleading. These untrue statements of material
fact and omitted material facts, which are set forth at {1 26-108 above, are repeated and realleged as
if set forth fully here.

117.  On April 9, 2007, Lehman filed with the SEC its quarterly report on Form 10-Q for
the quarter ended February 28, 2007 (“1Q07 10-Q”) (which largely repeated information that first
appeared in Lehman’s March 14, 2007 press release that was filed as a Form 8-K (“1Q07 8-K”)). In

addition to the untrue statements of material fact and omitted material facts set forth at ] 26-108,
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the 1Q07 10-Q and 1Q07 8-K, which were signed by O’Meara, contained untrue statements of
material fact or omissions of material fact and were materially misleading as follows:

a. The 1Q07 10-Q and 1Q07 8-K reported Lehman’s net leverage ratio of 15.4,
which was materially misleading because it failed to disclose at least $22 billion in Repo 105 assets
that were temporarily removed from Lehman’s financial statements. Had the assets that were the
subject of the Repo 105 transactions been included, Lehman’s net leverage ratio would have been
16.4, representing an increase 10 times greater than Lehman’s own materiality threshold of a change
in net leverage of 0.1.

b. The 1Q07 10-Q reported $153.332 billion in securities sold under agreements
to repurchase. This statement was materially false and misleading because it excluded at least $22
billion in Repo 105 assets that Lehman had temporarily removed from its balance sheet, which
Lehman had agreed to repurchase days after the end of the quarter.

C. In the 1Q07 10-Q, Lehman represented that “[m]anagement’s Finance
Committee oversees compliance with policies and limits,” that “[w]e ... ensure that appropriate risk
mitigants are in place,” and that “[d]ecisions on approving transactions . . . take into account . . .
importantly, the impact any particular transactions under consideration would have on our overall
risk appetite.” These statements were materially false and misleading for the reasons set forth at {1
70-80.

d. The 1Q07 10-Q also represented that “[w]e apply analytical procedures
overlaid with sound practical judgment and work proactively with business areas before
transactions occur to ensure appropriate risk mitigants are in place.” This statement was materially
false and misleading for the reasons set forth at {{ 81-84.

e. The 1Q07 10-Q contained an Interim Report signed by E&Y stating that
based on its review of Lehman’s consolidated financial statements and in accordance with the
standards of the PCAOB, “we are not aware of any material modifications that should be made to

the consolidated financial statements referred to above for them to be in conformity with U.S.
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generally accepted accounting principles.” This statement was materially false and misleading
because Lehman’s 1Q07 financial statements did not conform with GAAP.

118. In addition to the untrue statements and omitted facts that are common to all of the
Lehman/UBS Structured Products, the Offering Materials for the PPNs contained other untrue
statements of material fact or omissions of material fact and were materially misleading as follows:

a. Each PPN pricing supplement included “100% Principal Protection” or
“Partial Protection” in the title of the security offered thereby. Each of the “100% Principal
Protection” pricing supplements also stated that the PPN offered “100% Principal Protection [if
/when] the Notes are held to maturity,” and included one or more of the following statements: “At
maturity, you will receive a cash payment equal to at least 100% of your principal”; *“You will
receive at least the minimum payment of 100% of the principal amount of your Notes if you hold
your Notes to maturity”; and “Although the Notes are principal-protected if held to maturity, selling
this or any other fixed income security prior to maturity may result in a dollar price less than 100%
of the applicable principal amount of Notes sold.” Each of the “Partial Protection” pricing
supplements contained the phrase “partial principal protection,” as well as one or more of the
following statements:  “partial principal protection when the Notes are held to maturity,”
“protection, at maturity of the Notes, of a percentage of your principal,” “At maturity, [investors /
you] will receive a cash payment equal to at least [percentage]% of [their / your] invested
principal”; and “At maturity, investors will receive a cash payment equal to at least the applicable
Protection Percentage multiplied by the principal amount.” These and other similar statements
about principal protection contained in each PPN pricing supplement were false or misleading
because:

I. Investors in the PPNs had no interest in any instruments used by Lehman to

hedge its obligations under the PPNSs;

ii. There was no security interest or collateral supporting the PPNs; and
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iii. The PPNs did not offer “principal protection,” and were actually no different

from traditional bonds.

b. PPN pricing supplements disseminated before October 2007 identified a
number of “Key Risks,” but failed to state that investors were lending money to Lehman and
depended on Lehman’s solvency for repayment of their principal. The omission of any disclosure in
each of these pricing supplements that investors were dependent on Lehman’s ability to repay the
principal rendered each pricing supplement misleading.

C. PPN pricing supplements disseminated in or after October 2007 identified a
number of “Key Risks,” including a statement that the investments were subject to Lehman’s “credit
risk” (or “creditworthiness”) and that Lehman’s creditworthiness “may affect the market value of
the Notes.” Only two of the PPN pricing supplements, with settlement dates of May 12, 2008 and
June 30, 2008, included the additional statement that “The Notes are debt securities that are direct
obligations of Lehman Brothers Holdings Inc.” Under all of the relevant circumstances, including
Lehman’s financial condition and business strategy at all relevant times (as alleged in { 26-108),
the Key Risk disclosure that an investment in the PPNs was subject to Lehman’s credit risk or
Lehman’s creditworthiness was not sufficiently specific, prominent or complete, or conveyed with
sufficient intensity and proximity, to counteract the misleading impression created by the repeated
references to principal protection.

d. For the reasons alleged in | 26-108, including Lehman’s change in business
strategy from “moving” to “storage,” Lehman’s business strategy of accumulating illiquid, high risk
assets in the face of a deteriorating economy, Lehman’s business strategy of disregarding its own
risk management policies, as well as Lehman’s manipulation of its balance sheet to disguise its
actual leverage ratios, the PPNs were incapable of providing full or partial principal protection,
whether or not held to maturity, and were not suitable for persons who sought full or partial

principal protection.
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119. After Lehman’s bankruptcy, in response to questions from UBS financial advisors
and their clients who had purchased Lehman/UBS Structured Products, UBS issued a 3-page
“Structured Products Lehman Q&A.” In this September 23, 2008 document, UBS informed
investors that they had no interest in any instruments used by Lehman to hedge its obligations under
the PPNs, that the PPNs were not supported by any security interest or collateral, that investors

would not receive principal protection, and that the PPNs were no different from traditional bonds.

V1. CAUSES OFACTION UNDER THE SECURITIES ACT

COUNT |

Violations Of Section 11 Of The Securities
Act Against The Securities Act Defendants

120. Plaintiffs repeat and reallege each and every allegation contained above as if set forth
fully herein and further allege as follows. This Count is based on negligence and strict liability and
does not sound in fraud. Any allegations of fraud or fraudulent conduct and/or motive are
specifically excluded from this Count.

121. This Count is asserted against Defendants Fuld, O’Meara, Callan, the Director
Defendants, E&Y, and the Underwriter Defendants (together, the “Securities Act Defendants™) for
violations of Section 11 of the Securities Act, 15 U.S.C. § 77k, on behalf of Plaintiffs and all
members of the Class who purchased or otherwise acquired the Lehman securities set forth in
Appendices A and B pursuant or traceable to the materially false and misleading Shelf Registration
Statement and Offering Materials incorporated by reference in the Shelf Registration Statement.

122. The Shelf Registration Statement, including the Offering Materials and Structured
Note Offering Materials incorporated by reference therein at the time of each Offering, contained
untrue statements of material fact and omitted to state other material facts necessary to make the
statements made therein not misleading. The specific documents containing such untrue statements
and omissions that were incorporated by reference in the Shelf Registration Statement with regard

to each Offering and Structured Note Offering are identified in Appendices A and B.
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123. Defendants Fuld, O’Meara and Callan were executive officers and representatives of
the Company responsible for the contents and dissemination of the Shelf Registration Statement.
Each of the Director Defendants was a director of Lehman at the time the Shelf Registration
Statement became effective as to each Offering and Structured Note Offering. Defendants Fuld,
O’Meara and Callan signed the Shelf Registration Statement, or documents incorporated by
reference, in their capacities as officers or directors of Lehman, and caused and participated in the
issuance of the Shelf Registration Statement. By reasons of the conduct alleged herein, each of
these Defendants violated Section 11 of the Securities Act.

124. E&Y was the auditor for Lehman. E&Y’s audit report, included in Lehman’s 2007
10-K and incorporated by reference into the Offering Materials and the Structured Note Offering
Materials, falsely certified that Lehman’s financial statements were prepared in accordance with
GAAP and falsely represented that it conducted its audits or reviews in accordance with GAAS. In
addition, E&Y’s certifications of Lehman’s quarterly financials, included within the Offering
Materials and Structured Note Offering Materials, falsely stated that no material modifications of
Lehman’s financial statements were required for those statements to comply with GAAP, and that
E&Y complied with GAAS in conducting its quarterly reviews.

125. The Underwriter Defendants were underwriters of certain of the Offerings set forth
in Appendices A and B. The Underwriter Defendants acted negligently and are liable to members of
the Class who purchased or otherwise acquired Lehman securities sold pursuant or traceable to the
Offering Materials and Lehman Structured Note Offering Materials for the respective Offerings in
which each Underwriter Defendant participated.

126. The Defendants named in this count owed to the purchasers of the securities
identified on Appendices A and B the duty to make a reasonable and diligent investigation of the
statements contained in the Shelf Registration Statement, and any incorporated documents, at the
time each such Offering became effective to ensure that said statements were true and that there

were no omissions of material fact which rendered the statements therein materially untrue or
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misleading. The Securities Act Defendants did not make a reasonable investigation or possess
reasonable grounds to believe that the statements contained in the Shelf Registration Statement were
true, were without omissions of any material facts, and were not misleading. Accordingly, the
Securities Act Defendants acted negligently and are therefore liable to Plaintiffs and members of the
Class who purchased or otherwise acquired the securities sold pursuant or traceable to the
materially false and misleading Offering Materials and Structured Note Offering Materials for the
Offerings set forth on Appendices A and B.

127. Plaintiffs and all members of the Class who purchased or otherwise acquired Lehman
securities sold in or traceable to these Offerings did not know of the negligent conduct alleged
herein or of the facts concerning the untrue statements of material fact and omissions alleged herein,
and by the reasonable exercise of care could not have reasonably discovered such facts or conduct.

128. None of the untrue statements or omissions alleged herein was a forward-looking
statement but, rather, each concerned existing facts. Moreover, the Defendants named in this Count
did not properly identify any of these untrue statements as forward-looking statements and did not
disclose information that undermined the validity of those statements.

129. Less than one year elapsed from the time that Plaintiffs discovered or reasonably
could have discovered the facts upon which this Count is based from the time that the initial
complaint was filed asserting claims arising out of the Shelf Registration Statement. Less than three
years elapsed from the time that the securities upon which this Count is brought were offered in
good faith to the public to the time that the initial complaint was filed.

130. Plaintiffs and all members of the Class have sustained damages. The value of the
securities sold pursuant or traceable to the Offerings set forth in Appendices A and B has declined
substantially due to the Securities Act Defendants’ violations of Section 11 of the Securities Act.

131. By reason of the foregoing, the Securities Act Defendants are liable for violations of

Section 11 of the Securities Act to Plaintiffs and all members of the Class.
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COUNT NI

Violations Of Section 12(a)(2) Of The
Securities Act Against Defendant UBS

132. Plaintiffs repeat and reallege each and every allegation contained above as if set forth
fully herein and further allege as follows.

133. This Count is asserted against UBS for violations of Section 12(a)(2) of the
Securities Act, 15 U.S.C. § 771(a)(2), on behalf of all persons and entities who purchased or
otherwise acquired the Lehman/UBS Structured Products set forth in Appendix B and were
damaged thereby.

134. UBS was a seller, offeror, and/or solicitor of sales of Lehman/UBS Structured
Products issued in connection with the offerings set forth in Appendix B within the meaning of the
Securities Act. UBS used means and instrumentalities of interstate commerce and the United States
mail.

135. The Lehman/UBS Structured Product prospectuses, including the pricing
supplements, contained untrue statements of material fact and omitted other material facts necessary
to make the statements, in light of the circumstances under which they were made, not misleading.

136. Plaintiffs and other members of the Class purchased or otherwise acquired
Lehman/UBS Structured Products pursuant to the materially untrue and misleading Structured Note
Offering Materials and did not know, or in the exercise of reasonable diligence could not have
known, of the untruths and omissions contained in the pricing supplements.

137. Less than one year elapsed from the time that Plaintiffs discovered or reasonably
could have discovered the facts upon which this Count is based to the time that the initial complaint
was filed asserting claims arising out of the falsity of the Lehman/UBS Structured Product
prospectuses. Less than three years elapsed from the time that the Lehman/UBS Structured
Products upon which this Count is brought were offered to the public that the initial complaint was

filed.
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138. Plaintiffs and other members of the Class offer to tender to UBS those Lehman/UBS
Structured Products that Plaintiffs and other members of the Class purchased and continue to own in
return for the consideration paid for those securities, together with interest.

139. By virtue of the conduct alleged herein, UBS violated Section 12(a)(2) of the
Securities Act. Accordingly, Plaintiffs and other members of the Class who purchased Lehman/
UBS Structured Products pursuant to the prospectuses have the right to rescind and recover the
consideration paid for their securities, and hereby elect to rescind and tender their securities to UBS.
Plaintiffs and the members of the Class who have sold their Lehman/UBS Structured Products are

entitled to rescissory damages.
COUNT 111

Violations Of Section 15 Of The Securities Act
Against Defendants Fuld, O’Meara, Callan, Gregory And L owitt

140. Plaintiffs repeat and reallege each and every allegation contained above as if set forth
fully herein and further allege as follows.

141. This Count is asserted against Defendants Fuld, O’Meara, Callan, Gregory and
Lowitt (collectively, the “Securities Act Control Person Defendants”) for violations of Section 15 of
the Securities Act, 15 U.S.C. § 770, on behalf of Plaintiffs and the other members of the Class who
purchased or otherwise acquired Lehman securities set forth in Appendices A and B pursuant or
traceable to the Offering Materials and were damaged thereby.

142. At all relevant times, the Securities Act Control Person Defendants were controlling
persons of the Company within the meaning of Section 15 of the Securities Act. Each of the
Securities Act Control Person Defendants served as an executive officer or director of Lehman prior
to and at the time of the Offerings.

143.  The Securities Act Control Person Defendants at all relevant times participated in the
operation and management of the Company, and conducted and participated, directly and indirectly,
in the conduct of Lehman’s business affairs. As officers and directors of a publicly owned

company, the Securities Act Control Person Defendants had a duty to disseminate accurate and
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truthful information with respect to Lehman’s financial condition and results of operations.
Because of their positions of control and authority as officers or directors of Lehman, the Securities
Act Control Person Defendants were able to, and did, control the contents of the Offering Materials
and Lehman Structured Note Offering Materials, which contained materially untrue financial
information.

144. By reason of the aforementioned conduct, each of the Securities Act Control Person
Defendants is liable under Section 15 of the Securities Act, jointly and severally, to Plaintiffs and
the other members of the Class. As a direct and proximate result of the conduct of Lehman and the
Securities Act Control Person Defendants, Plaintiffs and the other members of the Class suffered
damages in connection with their purchase or acquisition of the Lehman securities identified in
Appendices A and B.

VII. VIOLATIONS OF THE EXCHANGE ACT

145. By June of 2007, Lehman had amassed an enormous and concentrated exposure to
illiquid assets, including commercial real estate and risky subprime and Alt-A mortgage-related
assets. Facing increasing concerns over the rapidly deteriorating real estate market, the Insider
Defendants publicly emphasized Lehman’s comprehensive risk management framework as a
mitigant against losses, and publicly announced the Company’s goal to deleverage its balance sheet.

146. In reality, however, the Insider Defendants knew that Lehman entered into Repo 105
transactions covering tens of billions of dollars in assets at the end of each quarter to manipulate
Lehman’s balance sheet, a contrivance having the purpose of appearing to reduce Lehman’s net
leverage ratio, improve its balance sheet, increase its liquidity, and deleverage its risk exposures.
According to the Examiner, who conducted an investigation involving more than 250 interviews
and collected in excess of five million documents estimated to comprise more than 40 million
pages, “Lehman’s approach to risk ultimately created the conditions that led Lehman’s top

managers to use Repo 105 transactions . . ..”
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A. Repo 105 Transactions

1. Lehman Utilized Repo 105 For A Fraudulent Purpose

147. The undisclosed Repo 105 transactions were sham transactions with no legitimate
business purpose or economic substance. They were undertaken solely to artificially reduce
Lehman’s net leverage and overstate Lehman’s liquidity at the end of reporting periods. As the

Examiner found:

The Examiner has investigated Lehman’s use of Repo 105 transactions and has
concluded that the balance sheet manipulation was intentional, for deceptive
appearances, had a material impact on Lehman’s net leverage ratio, and, because
Lehman did not disclose the accounting treatment of these transactions, rendered
Lehman’s Forms 10-K and 10-Q (financial statements and MD&A) deceptive and
misleading.

148. Numerous members of Lehman’s senior management have admitted as much,
including the following:

€)] Martin Kelly, Lehman’s Global Financial Controller:

“[T]he only purpose or motive for the [Repo 105] transactions was reduction in balance
sheet,” and “there was no substance to the transactions.”

[I]f an analyst or a member of the investing public were to read Lehman’s Forms 10-Q and
10-K from cover to cover, taking as much time as she or he needed, “they would have no
transparency into [Lehman’s] Repo 105 program.”

“[1]f there were more transparency to people outside the firm around the transactions, it
would present a dim picture” of Lehman.

(b) Joseph Gentile (“Gentile”), a FID executive who reported to Gerard Reilly,
Lehman’s Global Product Controller:

stated “unequivocally that no business purpose for Lehman’s Repo 105 transactions existed
other than obtaining balance sheet relief.” Gentile explained that Repo 105 transactions
filled the gap between what Lehman could sell through normal business practices and the
assets that Lehman needed to move off its balance sheet in order to meet balance sheet
targets.

(c) Edward Grieb (“Grieb”), Lehman’s former Global Financial Controller who

reported directly to O’Meara:
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Repo 105 transactions were a balance sheet management mechanism; “a tool that could be
used to reduce Lehman’s net balance sheet.”

(d) Matthew Lee (“Lee”), a former Lehman Senior Vice President, Finance

Division, in charge of Global Balance Sheet and Legal Entity Accounting through at least June

2008:

Lehman would “sell” assets through Repo 105 transactions approximately four or five days
before the close of a quarter and then repurchase them approximately four or five days after
the beginning of the next quarter in order to “reverse engineer” its net leverage ratio for its
publicly filed financial statements.

(e) Kaushik Amin (“Amin”), former Head of Liquid Markets:

Lehman reduced its net balance sheet at quarter-end by engaging in tens of billions of
dollars of Repo 105 transactions and the Repo 105 inventory would return to Lehman’s
balance sheet a number of days after the opening of the new quarter. Amin e-mailed Kieran
Higgins regarding the group’s balance sheet at quarter-end on February 28, 2008, stating,
“We have a desperate situation and | need another 2 billion from you, either through Repo
105 or outright sales. Cost is irrelevant, we need to do it.”

()] Jerry Rizzieri (“Rizzieri”’), a member of Lehman’s Fixed Income Division:

E-mailed Mitchell King, the Head of Lehman’s United States Agencies trading desk, just
four days prior to the close of Lehman’s 2007 fiscal year: “Can you imagine what this would
be like without Repo 105?,” in reference to meeting a balance sheet target.

Following the announcement of “new balance sheet targets for quarter end,” Rizzieri wrote
in an April 22, 2008 email to Kieran Higgins: “We will need to be focused very early in the
process in order to meet these targets . . . [there is] no room for error this quarter,” and “we
also need to have a coordinated approach to repo 105 allocation.”

(9) Mitchell King, former Head of Lehman’s United States Agencies trading

desk, who on a weekly basis compiled lists of collateral available for Repo 105, told the Examiner:

[N]o business purpose existed for Repo 105 transactions other than to reduce Lehman’s net
balance sheet.

(h) On April 12, 2008, Bart McDade (“McDade”), Lehman’s Head of Equities
from 2005-08 and COO from June to September 2008, received an email from Hyung Lee

stating, “Not sure you are familiar with Repo 105 but it is used to reduce net balance sheet in
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our governments businesses around the world.” McDade replied, “I am very aware . . . it is

another drug we r on.”

149.

Additional accounts by Lehman employees and contemporaneous e-mails during the

Class Period confirm that there was no legitimate business purpose to the Repo 105 program. For

example:

150.

In July 2008, Michael McGarvey, a former senior vice president in FID, emailed a
Lehman colleague, “[Repo 105] is basically window-dressing. We are calling repos
true sales based on legal technicalities. The exec committee wanted the number cut
in half.”

Paolo Tonucci, Lehman’s former Treasurer, recalled that near the end of reporting
periods, Lehman would deploy Repo 105 transactions to reduce its balance sheet.
He also acknowledged that Lehman’s use of Repo 105 transactions impacted
Lehman’s net leverage ratio.

Defendant Lowitt admitted to the Examiner that Lehman established a “regime of
limits,” meaning balance sheet targets, for each business unit to manage to and that
Repo 105 was one way to “sell down assets” to meet the targets.

Marie Stewart, Lehman’s Global Head of Accounting Policy, called Repo 105 “a
lazy way of managing the balance sheet as opposed to legitimately meeting balance
sheet targets at quarter end.”

John Feraca, who ran the Secured Funding Desk in Lehman’s Prime Services Group,
stated: “Senior people felt urgency only in the sense of trying to get to their targets
because the Finance Division wanted to report as healthy a balance sheet and
leverage ratio as possible for investors, creditors, rating agencies and analysts.” He
added, “[i]t was universally accepted throughout the entire institution that Repo 105
was used for balance sheet relief at quarter end.”

That Lehman employed Repo 105 transactions for quarter-end balance sheet

reduction is further confirmed by the fact that Lehman’s use of Repo 105 transactions followed a

conspicuous, cyclical pattern for each reporting period; they spiked significantly at each quarter end

during the Class Period. For example, as the close of the first quarter of 2008 approached,

Lehman’s Repo 105 usage increased from $24.217 billion on February 15, 2008; to $31.029 billion

on February 22, 2008; to $40.003 billion on February 28, 2009; and then jumped to $49.102 billion

on February 29, 2008 (quarter-end). Similarly, at the end of the second quarter of 2008, Repo 105
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transactions exceeded $50 billion, whereas the intra-quarter dip as of April 30, 2008, was
approximately $24.7 billion, and had been as low as $12.75 billion on March 14, 2008.
151. The dollar values of Lehman’s monthly outstanding Repo 105 transactions during the

Company’s fiscal quarters during the Class Period are shown in Table 4, below:

Table 4

08/31/07 $36.4 billion (end of 3Q07)
09/30/07 $24.4 billion

10/31/07 $29.9 billion

11/30/07 $38.6 billion (end of 4Q07)
12/31/07 n.a.

01/31/08 $28.9 billion

02/28/08 $49.1 billion (end of 1Q08)
03/31/08 $24.6 billion

04/31/08 $24.7 billion

05/31/08 $50.4 billion (end of 2Q08)

2. Lehman Utilized Repo 105 To Avoid Recording
Losses On Illiquid Or “Sticky” Assets While
Creating The False Appearance Of Deleveraging

152. Throughout the Class Period, ratings agencies, analysts and other market participants
focused on leverage ratios of investment banks, particularly those like Lehman with large exposures
to commercial real estate and mortgage-related assets. In mid-2007, ratings agencies began calling
on investment banks to deleverage or risk ratings downgrades.

153. However, deleveraging by selling real estate and mortgage-related assets proved
difficult because many of Lehman’s positions were illiquid and could not be sold without incurring
substantial losses. In addition, selling illiquid assets at discounted prices would have had a negative
impact on Lehman’s earnings, and would have led to a loss of market confidence in the valuations
Lehman ascribed to its remaining assets. As then head of the Federal Reserve Bank of New York,
Timothy Geithner described, discounted sales would have revealed that Lehman had “a lot of air in

[its] marks,” which would have eroded investor confidence in Lehman’s remaining assets.
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154.  As the Examiner stated with respect to Lehman’s inventory,

Lehman’s expansion of its Repo 105 program mitigated, in part, the adverse impact
its increasingly “sticky”/illiquid inventory — comprised mostly of the leveraged loans
and residential and commercial real estate positions Fuld wanted to exit — was having
on the firm’s publicly reported net leverage and net balance sheet.

Many of Lehman’s inventory positions had by then become increasingly “sticky” or
difficult to sell without incurring substantial losses. It is against this backdrop of

increased market focus on leverage that Lehman significantly increased its quarter-
end use of Repo 105 transactions.

155. Indeed, a February 10, 2007 Lehman document titled “Proposed Repo 105/108
Target Increase for 2007,” recognized that “Repo 105 offers a low cost way to offset the balance
sheet and leverage impact of current market conditions,” and further stated that “[e]xiting large
CMBS positions in Real Estate and sub prime loans in Mortgages before quarter end would incur
large losses due to the steep discounts that they would have to be offered at and carry substantial
reputation risk in the market. . . . A Repo 105 increase would help avoid this without negatively
impacting our leverage ratios.”

156. In other words, finding itself unable to unload some of its most illiquid assets, and
seeking to avoid reporting losses through writedowns, Lehman turned to Repo 105 transactions to
create the illusion that it was delivering on its promise to the market to deleverage by selling assets
when, in reality, Lehman was only able to achieve the appearance of deleveraging through
undisclosed Repo 105 transactions that had no true economic substance.

157. That Lehman turned to Repo 105 transactions as a sham to create the illusion of
deleveraging is exemplified in a May 2008 written presentation to Moody’s Investor Service,
representing that Lehman had strengthened its capital position through *“active deleveraging”
including “approximately $50 billion reduction in net assets,” and thus no negative rating action for
the firm was justified. The presentation claimed that net leverage was expected to decrease from
15.4x to 12.6x, and that the $50 billion reductions in the second quarter 2008 included key FID
high-risk assets, such as commercial and residential mortgages. Lehman made a similar

presentation to Fitch on June 3, 2008, noting that “[c]apital position is stronger than ever with
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delevering bringing both net and gross leverage to multi-year lows.” Nowhere did the presentations
disclose Lehman’s use of Repo 105 transactions to manage its balance sheet, reducing net assets by
over $49 billion in 1Q08 and $50 billion in 2Q08.

B. Liquidity Risk And Overstated Liquidity Pool

158. As set forth above at 185-88, during the Class Period Lehman fundamentally
misrepresented its liquidity risk and its liquidity pool — the amount supposedly available to Lehman
to satisfy its short-term obligations.

159. Further, as explained by the Examiner in his Congressional testimony:

In June 2008, one of Lehman’s clearing banks, Citibank, required that Lehman post
$2 billion as a “comfort deposit” as a condition for Citi’s continued willingness to
clear Lehman’s trades. Lehman was technically free to withdraw the deposit, but it
could not do so as a practical matter without shutting down or disrupting the business
it ran through Citi. Later in June, Lehman posted $5 billion of collateral to
JPMorgan, Lehman’s main clearing bank, in response to an earlier demand by
JPMorgan. Lehman continued to count virtually all of these deposits in its reported
liquidity pool — nearly $7 billion of a reported $40 billion, 17.5% of the total.
(emphasis added).

160. On September 10, 2008, Lehman further publicly announced that its liquidity pool
was $41 billion, even though at least $15 billion had been pledged to various banks, including
JPMorgan, and was in fact not liquid at all. By doing so, Lehman materially overstated its liquidity

pool by as much as 38% during the Class Period.

C. Risk Management

161. As discussed above (1170-84), by the start of the Class Period, Lehman had decided
to take on more principal risk, a strategy that led directly to explosive balance sheet growth in fiscal
2007 of nearly 50% (from net assets of $269 billion in Q406 to $397 billion in Q108), including
increased leverage exposure to residential mortgage-related and commercial real estate assets. In so
doing, however, and while the Company relaxed and exceeded its risk controls Defendants

continued to misrepresent the Company’s robust risk management to the investing public.
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162. The Insider Defendants knew and systematically disregarded that the resulting risk
profile far exceeded Lehman’s publicly stated risk policies and safeguards — particularly its risk

limits, stress testing and hedging. As the Examiner testified before Congress:

Lehman was significantly and persistently in excess of its own risk limits. Lehman
management decided to disregard the guidance provided by Lehman’s risk
management systems. Rather than adjust business decisions to adapt to risk limit
excesses, management decided to adjust the risk limits to adapt to business goals.

163. Based on his investigation, the Examiner found that Lehman’s management:

e Chose to disregard or overrule the firm’s risk controls on a regular basis.

e Decided to exceed risk limits with respect to Lehman’s principal investments, namely
the “concentration limits” on Lehman’s leveraged loan and commercial real estate
businesses, including the “single transaction limits” on the leveraged loans.

e Excluded certain risky principal investments from its stress tests.

e Decided to treat primary firm-wide risk limit — the risk appetite limit — as a “soft”
guideline.

e Did not recalibrate the firm’s pre-existing risk controls to ensure that its new investments
were properly evaluated, monitored and limited.

164. In fact, by the commencement of the Class Period, members of the Executive
Committee had decided to ignore the “single transaction limit” that was designed to ensure that
Lehman’s investments were properly limited and diversified by business line and by counterparty.
This allowed Lehman to engage in approximately 30 leveraged finance deals exceeding the single
transaction limit policy during the Class Period. For example, as the Examiner described to
Congress, “Lehman committed to what was its largest single investment — Archstone — in May
2007, with closing to occur later. It was clear prior to the commitment that the Archstone
transaction would put Lehman over its then existing risk limits, but the deal was committed anyway.
With the inclusion of Archstone, Lehman was clearly in excess of its established risk limits. But in
the face of exceeding its risk limits, Lehman did not take steps to reduce risk; rather, it simply raised

the risk limits.” Moreover, several commitments exceeded Lehman’s internal loss threshold by a
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factor of six, and with respect to 24 of the largest high yield deals in which Lehman participated,
Lehman committed over $10 billion more than the single transaction limit would have allowed.

165. The Examiner further concluded that Lehman’s stress tests — conducted on a monthly
basis and reported to regulators and the Board of Directors — were “meaningless” because they
excluded Lehman’s commercial real estate investments, its private equity investments, and, for a

time, its leveraged loan commitments. According to the Examiner’s Report,

An internal audit advised that Lehman “address the main risks in the Firm’s
portfolio,” including “illiquidity” and “concentration risk.” But Lehman did not take
significant steps to include these private equity positions in the stress testing until

2008, even though these investments became an increasingly large portion of

Lehman’s risk profile.

166. On May 31, 2007, just weeks prior to the commencement of the Class Period, an
internal stress scenario identified a possible $3.2 billion loss for the Company, resulting in
recommendations that Lehman reduce its forward commitments by nearly half, impose rules on
leverage, and develop a framework for limiting and evaluating the leveraged lending business.
Nevertheless, by the end of July 2007, Lehman entered into an additional $25.4 billion of leveraged
loan commitments because of its unwillingness to terminate deals that were in the pipeline or under
negotiation.

167. Nor did Lehman hedge against its large exposures. Lehman decided — but did not
disclose — that it would not hedge its growing principal investment risks to the same extent as its
other exposures. The Company’s large volume of unhedged illiquid assets ultimately contributed to
Lehman’s significant losses.

168. The disregard for risk management policies and increased limits adversely impacted
Lehman by mid-summer, 2007. According to internal emails, the Company’s overly taxed liquidity
condition created difficulties in obtaining funding to finance commitments. For example, although
the investment community was unaware, liquidity concerns caused Lehman to delay the closing of

its multi-billion dollar Archstone transaction from August 2007 to October 2007.
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169. Rather than disclose to the investing public its true liquidity condition, Lehman
internally set up an Asset-Liability Committee (“ALCQO”) to “manage [the firm’s] liquidity on a
daily basis.” ALCO promptly found that Lehman was well below its cash surplus policies and
projected large deficits of cash capital. Specifically, by July 30, 2007, an ALCO study projected
Lehman’s month end cash capital for September, October, and November 2007 to be -$11.4 billion,
-$14.5 billion, and -$9.4 billion, respectively. In September 2007, ALCO projected Lehman’s
average ending cash capital positions for September, October and November 2007 to be $0.05

billion, -$2.15 billion and -$1.75 billion respectively.

D. The Insider Defendants’ False And
Misleading Statements During The Class Period

170. During the Class Period, the Insider Defendants made a series of materially false and
misleading statements and omissions in Lehman’s SEC filings. These untrue statements or material
omissions are contained in Lehman’s SEC filings identified above in {126-88, 104-09, and are also
actionable under the Exchange Act.

171. In addition to the untrue statements made in Lehman’s Class Period SEC filings, the
Insider Defendants made a series of materially false and misleading statements during Lehman’s
quarterly earnings conference calls and investor conferences as detailed below.

172.  20Q07: On June 12, 2007, Lehman held a conference call to discuss its financial
results for the second quarter of 2007. During the conference call, Defendant O’Meara represented
that Lehman’s “net leverage ratio of 15.5 times is right in line with the 15.4 times we had at the end
of the first quarter.” O’Meara’s statement was false and misleading because Lehman’s net leverage
ratio had been artificially reduced to 15.5 by Lehman’s temporary removal of $31.943 billion of
assets through Repo 105 transactions at quarter-end, and Lehman’s actual net leverage ratio for the
quarter was 16.9.

173. During the conference call, O’Meara also reassured investors that “the subprime
market challenges are . . . reasonably contained to this asset class” and that the “lion’s share” of

Lehman’s originations were not in subprime, but rather in Alt-A, stating, “we actually had terrific
-55-



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 65 of 215

performance on the origination side around the Alt-A business.” O’Meara’s statement was false and
misleading because market challenges were not contained to subprime, but had extended to other
asset classes, including Alt-A. Indeed, a March 2007 internal Lehman analysis entitled “Risk
Review: Aurora and BNC February 2007” concluded that “[t]he credit deterioration [in Alt-A] has
been almost parallel to the one of the subprime market.” Moreover, Lehman’s “Alt-A” originations
were particularly risky because Lehman had loosened its lending criteria to reach riskier borrowers.
The Examiner found that Lehman’s Alt-A lending reached borrowers of lesser credit quality than
those who historically had been considered Alt-A borrowers, and that the Alt-A risk profile
increased in much the same way as the risk in subprime mortgages. This is corroborated by the
first-hand account of percipient witnesses (see Appendix C), and internal communications. In fact,
Lehman Senior Vice President in Risk Management, Dimitrios Kritikos (“Kritikos™), stated in an
internal January 30, 2007 email, that during the “last 4 months Aurora has originated the riskiest
loans ever, with every month been riskier than the one before.” Kritikos further made clear that the
majority of Lehman’s loan originations were, in fact, not truly Alt-A, stating in an internal March
12, 2007 email that “Aurora’s product is far from Alt-A anymore. The traditional Alt-A program is
only 40% of Aurora’s production, . . . My concern is the rest 60% of the production, that has 100%
financing in lower FICOs with non-full documentation and/or investment properties.” Indeed,
Lehman’s Alt-A lending standards had so deteriorated that loans made pursuant to Aurora’s
Mortgage Maker were internally referred to as “Alt-B” rather than Alt-A.

174. 30Q07: On September 18, 2007, Lehman hosted a conference call with analysts and
investors to discuss the Company’s third quarter financial results. During the conference call,
Defendant O’Meara stated that Lehman’s net leverage ratio was 16.0, without disclosing that
management had artificially reduced this ratio from its true level of 17.8, through $36.407 billion in
Repo 105 transactions.

175. In the conference call, O’Meara also repeatedly stressed the Company’s “strong risk

[] management,” emphasizing particularly its “strong risk management culture with regard to the
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setting of risk limits.” These statements were false and misleading because, as set forth above at
I170-84, 161-69, Lehman disregarded its risk limits and policies on a regular basis. For example,
Lehman (a) exceeded its risk appetite limit by $41 million in July 2007 and $62 million in August
2007; (b) committed to over 30 deals that exceeded its $250 million loss threshold and $3.6 billion
notional limit for single transactions; (c) exceeded the balance sheet limit by almost $20 billion for
its Fixed Income Division; and (d) breached its VaR limits.

176.  With respect to the Company’s liquidity, O’Meara represented that Lehman had a
“strong liquidity framework,” that it had “strong [] liquidity management,” that Lehman’s liquidity
position “is now stronger than ever,” that Lehman had a “conservative liquidity framework,” and
that “[w]e consider our liquidity framework to be a competitive advantage.” These statements were
false and misleading. As of the date O’Meara made these statements, an internal Lehman analysis
by ALCO - of which O’Meara was a member — projected that Lehman would have a large cash
capital deficit at month-end ($1.3 billion), and even larger cash capital deficits for the end of
October ($6.4 billion) and November ($4.4 billion). Indeed, O’Meara had helped set up ALCO
precisely because of liquidity concerns, which were so great that they caused Lehman to refrain
from entering into new high yield deals in August 2007 and to delay the closing of the Archstone
transaction. In addition, O’Meara — who actively managed Lehman’s Repo 105 transactions —
masked Lehman’s true liquidity position by failing to disclose that the Company was required to
repurchase $32 billion of assets from the Repo 105 transactions.

177. Based upon the false information provided in Lehman’s financial results and
following the September 18, 2007 conference call, analysts David Trone and Ivy De Dianous from
Fox-Pitt Kelton “urge[d] investors to buy LEH now”; Wachovia analyst Douglas Sipkin commented
on Lehman’s “strong liquidity position”; and Citi analyst Prashant Bhatia noted Lehman’s
“excellent risk management.”

178. On November 14, 2007, Lehman management presented at the Merrill Lynch

Banking & Financial Services Investor Conference (the “Merrill Conference”). During the Merrill
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Conference, Defendant Lowitt represented that Lehman continued to show very substantial growth
despite challenging market conditions by, among other things, having an “extremely deep risk
culture which is embedded through the firm,” being “very conservative around risk,” and “running a
business where we could distribute all the risk.” In particular, Lowitt repeatedly stressed that
Lehman had “stay[ed] true to the principle . . . of our strategy of being in the moving rather than the
storage business. So essentially originating to distribute, not holding stuff on our balance sheet, not
storing risk but moving it on.” These statements were false and misleading. Contrary to these
statements, Lehman’s strategy was not to be in the “moving business,” but the “storage business,”
which greatly increased Lehman’s risk profile as it accumulated vast amounts of highly-leveraged,
concentrated and illiquid assets. In fact, a July 20, 2007 email from Lowitt to O’Meara
acknowledged that Lehman’s liquidity concerns stemmed from its failure to abide by risk limits,
stating: “In case we ever forget; this is why one has concentration limits and overall portfolio
limits. Markets do seize up.”

179. 40Q07: On December 13, 2007, Lehman hosted a conference call to discuss the
Company’s fourth quarter and record fiscal 2007 financial results.

180. During the conference call, Defendant O’Meara stated that “[w]e ended the quarter
with a net leverage ratio of approximately 16.1 times, in line with last quarter.” This statement was
false and misleading because in reality Lehman’s net leverage ratio was 17.8, an overstatement of
17 basis points, as net assets had been reduced by Lehman’s temporary removal of $38.634 billion
of assets through Repo 105 transactions that were without economic substance.

181. During the conference call, O’Meara also stated that the fourth quarter results
“reflects the strength of our risk management culture in terms of managing our overall risk appetite,
seeking appropriate risk reward dynamics and exercising diligence around risk mitigation.”
Defendant Callan also represented that the Company’s success was attributable to “our strong risk
and liquidity management.” These statements were false and misleading because, as set forth above

at 1170-84, 161-69, Lehman disregarded its risk limits and policies on a regular basis. Lehman
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exceeded its risk appetite limits by $508 million in November, even after having increased the limit;
Lehman disregarded the Company’s single transaction limit, including committing $10 billion more
than the limit had allowed with respect to 24 of its largest high yield deals; the balance sheet limit
for Lehman’s divisions were exceeded by tens of billions — for example, GREG exceeded its
balance sheet limit by approximately $3.8 billion in 4Q07, and FID exceeded it by $11.17 billion at
the end of 4Q07; and VaR limits were breached almost everyday for some of Lehman’s divisions,
including GREG and High Yield.

182. Additionally, O’Meara stated that the fourth quarter results “reinforce[ed] the
importance of our disciplined liquidity and capital management framework which sets us up to
operate our business through periods of market stress”; that Lehman’s liquidity position “continues
to be very strong”; that the Company had “structured [its] liquidity framework to cover our funding
commitment and cash outflows for a 12 month period without raising new cash in the unsecured
markets or selling assets outside our liquidity pool”; and that “[w]e consider our liquidity
framework to be a competitive advantage in today’s markets.” Callan similarly echoed that “we
currently have ample liquidity and capital in place.” These statements were false and misleading.
The Company had significant liquidity concerns due to the illiquid assets it had accumulated as part
of its countercyclical growth strategy. In addition, Lehman’s true liquidity position was overstated
through the use of Repo 105 transactions that were without economic substance.

183. Following the December 13, 2007 press release and conference call, analysts James
Mitchell and John Grassano from Buckingham continued to rate Lehman a “Strong Buy,” stating:
“We continue to emphasize LEH’s strong risk management abilities (which is enabling them to grab
market share).”

184. 1Q08: On March 18, 2008, shortly after Bear Stearns collapsed, Lehman hosted a
conference call to discuss its first quarter 2008 financial results. During the conference call,
Defendant Callan stated: “We did, very deliberately, take leverage down for the quarter. We ended

with a net leverage ratio of 15.4 times down from 16.1 at year end.” This statement was materially
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false and misleading because Lehman’s net leverage ratio for the quarter was actually 17.3, and had
only been artificially reduced to 15.4 because Lehman engaged in $49.1 billion of Repo 105
transactions at quarter-end. Moreover, as set forth in 1180 above, the net leverage ratio for the
fourth quarter was really 17.8, and had only been artificially reduced to 16.1 at year end because the
figure was similarly manipulated through the use of almost $40 billion in Repo 105 transactions.

185. During the call, Defendant Callan also “tried to relay the strengths and robustness of
the liquidity position of the Firm.” Callan repeatedly referred to “the strength of our liquidity and
capital base,” Lehman’s “disciplined liquidity and capital management,” and Lehman’s “robust
liquidity.” Callan also specifically represented that Lehman’s liquidity pool was structured “to
cover expected cash outflows for the next 12 months . . . without being able to raise new cash in the
unsecured markets, or without having to sell assets that are outside our liquidity pool”; that “[w]e
have no reliance on secured funding that’s supported by whole loans or other esoteric collateral”;
that the Company had “approximately 100 billion of liquidity, plus additional 99 billion at the
regulated subsidiaries” — which were “unencumbered”; and that Lehman had prefunded its liquidity
needs to seize on “opportunities in the markets.” In fact, according to Callan, Lehman *“took care of
[its] full year needs” for capital when it raised $1.9 billion through its offering of preferred stock in
February.”

186. These statements were false and misleading. Lehman’s liquidity was not strong or
“robust” because the Company had significant liquidity concerns due to the illiquid assets it had
accumulated. As Co-Head of Lehman’s Global Fixed Income Division, Eric Felder (“Felder”),
stated in a February 20, 2008 email: “l remain concerned as a lehman shareholder about our
resi[dential] and cmbs [commercial mortgage-backed securities] exposure. . . . having 18b of
tangible equity and 90b in resi[dential] (including alt a) and cmbs (including bridge equity) scares
me.” In fact, just six days prior to Callan’s statements, Felder had emailed Callan about liquidity

concerns, noting that “dealers are refusing to take assignment of any Bear or LEH trades for the
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most part that are in-the-money” and that this was a “very slippery slope” because if dealer liquidity
were to “seize up,” it could lead to “true disaster.”

187. During the conference call, Callan also continued to stress Lehman’s “continued
diligence around risk management” and its “risk management discipline.” These statements were
false and misleading because, as set forth above at 1170-84, 161-69, Lehman disregarded its risk
limits and policies on a regular basis. For example, by the time of Callan’s statement, Lehman had
(@) not only increased its risk appetite four times from $2.3 billion in December 2006 to $4 billion
in December 2007, but disregarded this “hard” limit by at least $500 million for every month from
September 2007 through February 2008; (b) committed approximately $10 billion more than the
single transaction limit allowed with respect to 24 of its largest high yield deals, and did not impose
a limit on its risky leveraged-loan bridge equity commitments; (c) significantly exceeded its balance
sheet limit, including by $18 billion for FID and $5.2 billion for GREG; and (d) repeatedly
breached its VaR limits; in fact, Lehman’s major business divisions, including GREG, High Yield,
and FID, were breaching VaR limits virtually everyday.

188. Callan’s statements during the conference call were critically important to Lehman,
which sought to dispel concerns about Lehman following Bear Stearns’ collapse. As Callan spoke
during the conference call, Lehman’s stock spiked.

189. After the March 18, 2008 statements referenced above, analysts were reassured.
Oppenheimer noted that “Lehman dispelled all doubts of a solvency crisis at the company.”
Buckingham continued its strong buy rating, stating “liquidity also remained strong” and “net
leverage was brought down to 15.4x vs. 16.1x in the previous two quarters.” Fox-Pitt Kelton stated
that “Mgmt’s liquidity disclosures were extensive and comforting, while risk mgmt continues to be
strong at Lehman.” And Punk Ziegel enthused: “In one of the most impressive presentations ever
made by a CFO, Erin Callan reviewed all of the critical questions concerning Lehman’s position
convincingly arguing that the company was not in financial trouble. . . . Ms. Callan first

demonstrated that Lehman had ample liquidity. . . . The company also indicated that it has raised
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approximately 2/3rds of the needed funding for the year by March. There was a very detailed
discussion of the company’s assets and a table provided to demonstrate that the write downs taken
were manageable. . .. In sum, virtually no one listening to this call could have concluded that this
company was in financial trouble.”

190. 20Q08: On June 9, 2008, Lehman held a conference call to discuss its preliminary
results for 2Q08 (the quarter ended May 31, 2008). In addition to repeating the materially false and
misleading financial information in the Form 8-K (see {156-58), Callan affirmatively represented
that a large part of the asset reduction in Lehman’s net leverage came from selling “less liquid asset
categories,” including “residential and commercial mortgages and leveraged finance exposures” and
that “[o]ur deleveraging was aggressive, as you can see, and is complete.” These statements were
materially false and misleading when made because Callan failed to disclose that Lehman had
removed $50 billion in assets from its balance sheet by using Repo 105 transactions that were
without economic substance. Further, the deleveraging was far from complete because Lehman
continued to retain vast amounts of illiquid assets, which were masked by the Repo 105
transactions. Moreover, the Repo 105 transactions shifted highly liquid assets off Lehman’s balance
sheet, leaving Lehman with an even greater concentration of illiquid assets. If Lehman had, in fact,
sold or otherwise divested itself of the “sticky” or illiquid assets, it would have been forced to
record losses for the decline in value of similar assets.

191. During the conference call, Callan represented that the Company grew its cash
capital surplus to $15 billion and grew its liquidity pool to almost $45 billion — its “largest ever” —
and that the “$45 billion of [its] liquidity pool was well in excess of [its] short-term unsecured
financing liabilities.” These statements were false and misleading for failing to disclose that
Lehman’s undisclosed Repo 105 transactions required the Company to repurchase $50 billion in
assets.

192. Callan also stated that Lehman had “completed [its] entire budgeted funding plan for

all of 2008 and do not need to revisit the debt markets.” In discussing the $6 billion of equity raised
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by the Company on June 9, Callan stated: “To be clear, we do not expect to use the proceeds of this
equity raise to further decrease leverage but rather to take advantage of future market
opportunities.. . . we stand extremely well capitalized to take advantage of these new
opportunities.” Contrary to Callan’s suggestion that the Company had raised additional capital
merely to take advantage of favorable market opportunities, however, the capital raise was actually
necessary for the Company’s very survival. In fact, Lehman was aware at this time that it would
need to begin posting billions of dollars more in collateral with JPMorgan. Moreover, Treasury
Secretary Paulson later told The New York Times that when “Lehman announced bad earnings
around the middle of June, and we told Fuld that if he didn’t have a solution by the time he
announced his third-quarter earnings, there would be a serious problem. We pressed him to get a
buyer.”

193.  Additionally, when asked by Merrill Lynch analyst Guy Moszkowski if Lehman
dispensed of its “absolute easiest asset to sell,” Callan stated that the opposite was true and, in fact,
that Lehman sold many of its riskier, less-liquid assets during the quarter. This statement was false
and misleading because Callan failed to disclose Lehman’s use of Repo 105 transactions to
temporarily remove highly liquid — not illiquid/sticky — assets from the firm’s balance sheet.

194. On June 16, 2008, Lehman held another conference call to discuss its 2Q08 results.
During the call, Fuld and Lowitt also represented that Lehman’s liquidity positions had “never been
stronger” due to the Company’s $45 billion liquidity pool. Defendant Lowitt further stated that “we
strengthened liquidity through the quarter,” and “we have significantly increased. . . . our liquidity
pool to $45 billion from $34 billion.” These statements were materially false and misleading
because (1) Lehman’s Repo 105 transactions, which required the Company to repurchase tens of
billions in assets, masked the Company’s true liquidity position; and (2) Lehman had accumulated
an enormous volume of illiquid assets that adversely affected its liquidity.

195. During the conference call, Lowitt further stated that “we reduced net leverage from

15.4 times to 12 times prior to the impact of last week’s capital raise. . . . Our deleveraging
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included a reduction of assets across the Firm, including residential and commercial
mortgages. . ..” Fuld also stated that the “we reduced our gross assets by $147 billion over the
quarter, which exceeded that target that we set,” and that “the number of assets that were sold,
especially in the commercial and residential mortgage area [] were the result of our deleveraging.”
These statements were materially false and misleading because Lehman’s net leverage was actually
13.9, and had only been artificially reduced to 12.1 because Lehman engaged in $50 billion of Repo
105 transactions at quarter end. Moreover, these statements gave investors the false and misleading
impression that Lehman’s deleveraging was the result of selling assets, including its toxic
residential and commercial mortgage positions, while omitting to disclose: (1) Lehman’s extensive
reliance on Repo 105 transactions to reduce its balance sheet at quarter end to decrease leverage
which generally involved assets that were marketable and liquid; and (2) that Lehman was required
to repurchase the assets and place them back on its balance sheet just days after the quarter-ended.

196. On July 10, 2008, Lehman filed its Form 10-Q for second quarter of 2008, signed by
Lowitt. The 2Q08 10-Q reported that the “combined effect of an equity raise as well as the
reduction of assets in the second quarter of 2008 resulted in a decrease in the Company’s gross and
net leverage ratios to 24.34x and 12.06x,” respectively. This statement was materially false and
misleading for failing to disclose that $50 billion in Repo 105 assets which should have been
included and reported in Lehman’s financial statements were removed temporarily from Lehman’s
balance sheet at quarter-end.

197. In addition, the 2Q08 10-Q reported $127.846 billion in securities sold under
agreements to repurchase, and $269.409 billion in financial instruments and other inventory
positions owned, which included $43.031 billion in assets pledged as collateral. This was also
materially misleading because the 2Q08 10-Q failed to disclose that, pursuant to Lehman’s Repo
105 transactions, Lehman had pledged an additional $50.383 billion in securities as collateral,

which it was under agreement to repurchase just days after the close of the quarter.
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198. The 2Q08 10-Q reported that the Company’s liquidity pool was approximately $45
billion, up from $34 billion at February 29, 2008, and that Lehman “strengthened its liquidity
position, finishing the quarter with record levels of liquidity.” The 2Q08 10-Q also stated that the
Company’s liquidity strategy “seeks to ensure that the Company maintains sufficient liquidity to
meet funding obligations in all market environments,” and that two of the principles of its liquidity
strategy were (1) “[r]Jelying on secured funding only to the extent that the Company believes it
would be available in all market environments”; and (2) “[m]aintaining a liquidity pool that is of
sufficient size to cover expected cash outflows for one year in a stressed liquidity environment.”
These statements were false and misleading. The undisclosed use of $50 billion in Repo 105
transactions, in particular, made Lehman appear more liquid that it really was because the increase
was only temporary — Lehman had to repurchase the Repo assets just days following the quarter-
end.

199. Further, Lehman’s 2Q08 10-Q contained a “Report of Independent Registered Public
Accounting Firm” signed by E&Y (the “Interim Reports”), stating that, based on its review of
Lehman’s consolidated financial statements as of May 31, 2008, in accordance with the standards of
the PCAOB, “we are not aware of any material modifications that should be made to the
consolidated financial statements referred to above for them to be in conformity with U.S. generally
accepted accounting principles.” This statement was false and misleading because E&Y was aware
that Lehman’s financial statements did not conform with GAAP. Indeed, E&Y was not only aware
of Lehman’s use of Repo 105 generally, E&Y auditors were specifically informed on June 12, 2008,
by Michael Lee that Lehman had used Repo 105 to move $50 billion off its books that quarter.

200. 30Q08: On September 10, 2008, Lehman issued a press release and held a conference
call to discuss its preliminary third quarter 2008 financial results. Lehman estimated a net loss of
$3.9 billion, in large part due to gross mark-to-market adjustments of $7.8 billion ($5.6 billion net).

201. The press release stated that Lehman had a net leverage ratio of 10.6x. During the

conference call, Fuld also repeated that “[w]e ended the quarter with more tangible equity than we
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started and at a net leverage ratio of 10.6 versus 12.1 at the end of the second quarter,” and Lowitt
stated that “we ended the third quarter with a capital position and leverage ratio stronger than the
second quarter. . . . we reduced net leverage to 10.6 times from 12.1 times. . . .” These statements
were materially false and misleading because they failed to disclose that Lehman engaged in tens of
billions of dollars in Repo 105 transactions at quarter-end, and that these undisclosed transactions
were instrumental in Lehman’s purported reduction in net leverage.

202. The press release also stated that Lehman had an estimated liquidity pool of $42
billion. The liquidity pool figure was reiterated by Lowitt and Fuld during the conference call, who
also represented that Lehman maintained a very strong liquidity position and that “[w]e have
maintained our strong liquidity and capital profiles even in this difficult environment.” These
statements regarding Lehman’s liquidity were false because, by September 2008, a substantial part —
at least 24% - of Lehman’s reported liquidity pool consisted of encumbered assets. Lehman
fraudulently counted pledged assets in its liquidity pool, including: (i) approximately $4 billion of
CLOs pledged to JPMorgan; (ii) $2.7 billion in cash and money market funds pledged to JPMorgan;
(iii) $2 billion Citibank cash deposit; (iv) $500 million Bank of America cash deposit; and (V)
nearly $1 billion collateral deposit with HSBC. Lowitt also failed to disclose that, on the morning
of September 10, Lehman granted JPMorgan a security interest in practically all Lehman accounts
at JPMorgan for all Lehman exposures to JPMorgan that were beyond the exposures related to
triparty clearance. Thus, when Fuld and Lowitt announced that Lehman had a liquidity pool of
approximately $40.6 billion, Lehman only had a “high” ability to monetize approximately $25
billion, a “mid ability to monetize approximately $1 billion of the pool and only a ‘low’ ability to
monetize approximately $15 billion, or 37%, of the total pool.”

203. In addition, the statements concerning Lehman’s strong liquidity were false and
misleading because prior to the September 10, 2008 conference call, Lehman received $5 billion in
collateral calls from JPMorgan. On September 9, Steven Black, co-CEO of JPMorgan’s Investment

Bank, phoned Defendant Fuld and stated that JPMorgan needed $5 billion in additional collateral to
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cover lending positions. Jane Buyers-Russo, head of JPMorgan’s broker-dealer unit, also phoned
Lehman’s treasurer, Paolo Tonucci, and told him Lehman would have to turn over $5 billion in
collateral that JPMorgan had asked for days earlier. Fulfilling the request temporarily froze
Lehman’s computerized trading systems and nearly left Lehman with insufficient capital to fund its
trading and other operations.

204. By September 12, 2008, two days after Lehman publicly reported a $41 billion
liquidity pool, the pool was overstated by approximately 95% as it actually contained less than $2
billion of readily monetizable assets.

205. On September 15, 2008, the final day of the Class Period, Lehman petitioned for
bankruptcy, making it the largest corporate bankruptcy in United States history. In stark contrast to
Defendant Lowitt’s affirmative representations made just days before regarding Lehman’s
purportedly strong liquidity position, Lehman sought bankruptcy protection because it had

“significant liquidity problems.”

E. Additional Evidence Of Scienter

1. The Insider Defendants Knew Of Repo 105
And The Artificial Balance Sheet Manipulation

206. Documents and witnesses demonstrate that Lehman’s use of Repo 105 was
orchestrated and executed at the Company’s highest levels. Not only did the Insider Defendants
fully appreciate how Repo 105 transactions was being used to manipulate Lehman’s balance sheet,
but they also regularly made decisions and communications about Lehman’s use of such
transactions in order to improve the Company’s standing with analysts, credit ratings agencies and
investors.

207. Defendant O’Meara, in his position as CFO, actively managed Lehman’s Repo 105
transactions from the commencement of the Class Period to December 1, 2007, when he became
Lehman’s head of Global Risk Management. He was responsible for setting the Repo 105 usage

limits or caps. According to the Examiner, O’Meara had a duty to report “the impact of the [Repo
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105] transactions on Lehman’s balance sheet and the purpose for engaging in these transactions” to
his superiors, including Fuld, Gregory, Lowitt and Callan.

208. Defendant Callan, Lehman’s new CFO as of December 2007, received calls as early
as January 2008 regarding Lehman’s Repo 105 program. Several senior Lehman executives
brought Repo 105 to Callan’s attention. Callan saw and ignored red flags alerting her to potential
problems arising from Lehman’s Repo 105 program before she signed Lehman’s first quarter 2008
Form 10-Q.

209. Defendant Lowitt was familiar with Repo 105 by the time he became CFO in June
2008. According to the Examiner, despite knowledge of Lehman’s Repo 105 program, “Lowitt
certified Lehman’s second quarter 2008 Form 10-Q, exposing Lehman to potential liability for
making material misstatements and omissions in publicly filed financial statements and MD&A.”

210. Defendant Gregory assisted in setting balance sheet targets for Lehman as of March
2008. As a member of Lehman’s Executive Committee, Gregory received materials related to
Lehman’s use of Repo 105 transactions to manage its balance sheet at a special meeting requested
by McDade on March 28, 2008. McDade testified that the purpose of the meeting was to request
Gregory’s “blessing in freezing Lehman’s Repo 105 usage.”

211. Defendant Fuld also had knowledge of Repo 105 transactions. For example, the
night before a March 28, 2008 Executive Committee meeting requested by McDade (Lehman’s
newly appointed “balance sheet czar”) to discuss Lehman’s Repo 105 program and to request
Gregory’s freezing of the Repo 105 usage, Fuld received an agenda of topics including “Repo
105/108” and “Delever v Derisk” and a presentation that referenced Lehman’s $49.1 billion quarter-
end Repo 105 usage for the first quarter 2008. Although Fuld may not have attended the Executive
Committee meeting, McDade recalled having specific discussions with Fuld about Lehman’s Repo
105 usage in June 2008. During that discussion, McDade walked Fuld through Lehman’s Balance
Sheet and Key Disclosures document, and discussed with Fuld Lehman’s quarter-end Repo 105

usage — $38.6 billion at year-end 2007; $49.1 billion at 1Q08; and $50.3 billion at 2Q08. Based

-68-



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 78 of 215

upon their conversation, McDade understood that Fuld “was familiar with the term Repo 105,”
“knew, at a basic level, that Repo 105 was used in the Firm’s bond business” and “understood that
[reduction of Repo 105 usage] would put pressure on traders.” Fuld also met regularly, at least
twice a week, with Gregory and members of the Executive Committee to discuss the state of the
Company. Based on these facts, as well as the fact that Fuld was admittedly focused on balance
sheet and net leverage reduction in 2008, the Examiner concluded that Fuld knew about Repo 105
transactions prior to signing Lehman’s Forms 10-Q.

212. Class Period documents and Lehman employees further corroborate that each of the
Insider Defendants knew about Lehman’s Repo 105 program throughout the Class Period and

understood its impact on Lehman’s balance sheet. For example:

. Martin Kelly (“Kelly”), Lehman’s Global Financial Controller, told the Examiner
that he expressed concerns to Defendants Callan and Lowitt when each was serving
as Lehman’s CFO about: (1) the large volume of Repo 105 transactions undertaken
by Lehman; (2) the fact that Repo 105 volume spiked at quarter-end; (3) the
technical accounting basis for Lehman recording such transactions as “sales”; (4) the
fact that Lehman’s peers did not do Repo 105-style transactions; and (5) the
reputational risk Lehman faced if its Repo 105 program were to be exposed.

. Callan “acknowledge[ed] she was aware, as CFO, that Lehman’s Repo 105 practice
impacted net balance sheet [and] that the transactions had to be routed through
Europe.”

. Lowitt acknowledged to the Examiner that “he was aware of Lehman’s Repo 105

program for many years, that Lehman used the transactions to meet balance sheet
targets, that Repo 105 transactions used only liquid inventory, and that Lehman set
internal limits on Repo 105 usage but that Chris O’Meara was involved with limit-
setting.”

. According to a July 2006 Overview of Repo 105/108 Presentation, Grieb and
O’Meara were “responsible for setting Lehman’s limits” on Repo 105.

. According to a July 2006 document titled “Lehman, Global Balance Sheet Overview
of Repo 105 (FID)/108 (Equities),” “per Chris O’Meara and Ed Grieb,” “Repo 105
transactions must be executed on a continual basis and remain in force throughout
the month. To meet this requirement, the amount outstanding at any time should be
maintained at approximately 80% of the amount at month-end.”

-69-



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 79 of 215

. From April 2008 to September 2008, O’Meara, Callan, Lowitt and others received a
“Daily Balance Sheet and Disclosure Scorecard,” as well as daily condensed
versions in email form, which contained “frequent references” to Repo 105,
including “the daily benefit that Repo 105 transactions provided to Lehman’s balance
sheet.”

. In August 2007, O’Meara was involved in unsuccessful efforts by FID to use RMBS
and CMBS in Repo 105 transactions. Kentaro Umezaki (“Umezaki”) emailed
colleague John Feraca, “not sure that is worth the effort . . . we need Chris [O’Meara]
to opine.”

. Umezaki emailed O’Meara on August 17, 2007, stating: “John Feraca is working on
Repo 105 for our IG mortgage and real estate assets to reduce our Q3 balance sheet. .
.. He will test the waters a bit in London with one counterparty.”

. Ryan Traversari, Lehman’s Senior Vice President of Financial Reporting, emailed
O’Meara in May 2008 regarding Repo 105, stating that Citigroup and JPMorgan
“likely do not do Repo 105 and Repo 108 which are UK-based specific transactions
on opinions received by LEH from Linklaters. This would be another reason why
LEH’s daily balance sheet is larger intra-month then at month-end.”

. On June 17, 2008, Gerard Reilly provided O’Meara, Lowitt, McDade and Morton a
document entitled “Balance Sheet and Key Disclosures,” “that incorporated
McDade’s plan to reduce Lehman’s firm-wide Repo 105 usage by half — from $50
billion to $25 billion in third quarter 2008.”

213.  Additionally, the Insider Defendants knew or recklessly disregarded the untrue or
misleading nature of statements regarding Lehman’s balance sheet, leverage, repo financing,

financial results, and liquidity position because, inter alia:

@) there was no economic substance for the Repo 105 transactions, or for
concealing their use from the public;

(b) the singular purpose of Lehman’s Repo 105 program was balance sheet
management;

(©) the magnitude of the Repo 105 program was so large and material to
Lehman’s reported financial results that the Insider Defendants could not have been
unaware of its existence, or its impact on Lehman’s balance sheet and leverage
ratios, or at a minimum were reckless in not knowing;

(d) Lehman’s failure to disclose Repo 105, despite its magnitude and knowledge

by the Insider Defendants, and its impact on reported deleveraging as set forth above,
further demonstrates an intent to deceive;

-70-



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 80 of 215

(e) Lehman was motivated to manage its balance sheet through Repo 105
transactions to avoid selling “sticky” assets and incurring reportable losses on both
the sale of sticky assets and potential write-downs of similarly situated assets under
GAAP; and

()] credit ratings agencies, analysts and investors were focused on Lehman’s net
leverage ratios as an indicator of the firm’s liquidity.

214.  Additionally, Lehman attempted to get a United States law firm to provide a true sale
opinion for Lehman’s use of Repo 105. When no law firm would, Lehman turned to a U.K. law
firm and structured the transactions through a foreign subsidiary. The fact that Lehman was unable
to obtain a legal opinion from a United States law firm is further evidence of scienter. Furthermore,
the opinion obtained from a law firm in England did not mention U.S. GAAP or accounting
standards and it stated that the opinion was limited to transactions that were undertaken solely for
the benefit of Lehman’s British subsidiary.

215. Moreover, it was actually more expensive for Lehman to enter into Repo 105
transactions than it was to conduct Ordinary Repo transactions. Lehman had the ability to conduct
an Ordinary Repo transaction using the same securities and with substantially the same
counterparties as in Repo 105 transactions, at a lower cost. The Examiner described this as further

evidence that the sole purpose of Repo 105 was to manipulate the balance sheet.

2. Insider Defendants Knew Of Lehman’s
Disregard Of Risks And Its Liquidity Problems

216. In pursuit of an aggressive growth strategy, the Insider Defendants knew of, but
recklessly disregarded, the warnings of Lehman’s risk managers. For example:
a. According to Lehman’s 2007 10-K, the Executive Committee — including Fuld
(Chair), Gregory, Callan and Lowitt — established Lehman’s overall risk limits and risk
management policies.
b. Lehman’s Risk Committee, which included the Executive Committee and CFO,
reviewed “all exposures, position concentrations and risk-taking activities” on a weekly basis;
determined “overall risk limits and risk management policies, including establishment of risk

tolerance levels”; reviewed the firm’s “risk exposures, position concentrations and risk-taking
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activities on a weekly basis, or more frequently as needed”; and allocated “the usage of capital to
each of our businesses and establishes trading and credit limits with a goal to maintain
diversification of our businesses, counterparties and geographic presence.”

c. Pursuant to Lehman’s policies, the Company’s GRMG disclosed information
regarding risk appetite to senior management, creating a weekly “Firm Wide Risk Snapshot” report,
which contained “Risk Appetite limits and usage by business unit” and summarized “VaR by
business unit and Top Market Risk positions.” In addition, Lehman circulated a “Daily Risk
Appetite and VaR Report” to upper management, which included a cover e-mail detailing the firm’s
overall daily risk appetite and VVaR usage figures and the day-over-day change in those figures. The
Risk Committee also received the “Firm-wide Risk Drivers” report, which contained detailed
information regarding the firm’s aggregated risks, reflected firm-wide risk appetite and VaR usage
data, and explanations regarding week-over-week changes in the data.

217. Disregarding risk limits was a deliberate decision that Fuld and Gregory made over
the objection of members of Lehman’s management, including Alex Kirk, then head of Lehman’s
Credit Business, and Madelyn Antoncic, then Lehman’s Chief Risk Officer.

218. The Insider Defendants were also aware of Lehman’s related and growing liquidity
problems. According to the Examiner’s Report:

a. On May 31, 2007, Roger Nagioff (“Nagioff”), Lehman’s then Global Head of FID
provided Defendant Fuld with an internal stress scenario that identified a possible $3.2 billion loss
for the Company, and recommended that Lehman reduce its forward commitments by nearly half,
impose rules on leverage and develop a framework for limiting and evaluating the leveraged
lending business.

b. Also in May 2007, O’Meara expressed “significant concerns” about the “overall
size” of Lehman’s real estate book and how much of the firm’s equity was “tied up” in bridge

equity deals.
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c. On July 20, 2007, Nagioff emailed Lowitt, stating that his co-COO and head of
Fixed Income Strategy were “panicky” about Lehman’s liquidity position. Lowitt responded that he
was “anxious” about Lehman’s liquidity position, and that “[i]f everything goes as badly as it could
simultaneously it will be awful.” Lowitt added that “the discipline we had post 1998 about funding
completely dissipated which adds to the alarm.”

d. On July 20, 2007, Lowitt shared his liquidity concerns with O’Meara, tracing
Lehman’s difficulty in funding its commitments directly to its failure to abide by its risk limits.
Lowitt emailed O’Meara: “In case we ever forget; this is why one has concentration limits and
overall portfolio limits. Markets do seize up.”

e. O’Meara’s liquidity concerns were heightened on July 27, 2007, when he was
informed that Lehman might have to provide $9 billion in funding for the Archstone transaction,
rather than the previously budgeted $6.8 billion, as a result of an “implosion” of the institutional
market for investments backed by commercial real estate. Lehman ultimately delayed closing the
Archstone transaction from August 2007 to October 2007 as a result of liquidity concerns, while
continuing to promote publicly Lehman’s supposed strong liquidity.

f. In July 2007, Defendants Lowitt and O’Meara — together with Paolo Tonucci
(“Tonucci”), Lehman’s Global Treasurer, Alex Kirk (*Kirk”), co-COO of FID, and Kentaro
Umezaki, Head of Fixed Income Strategy — set up ALCO as a result of their liquidity concerns, to
“manage [the firm’s] liquidity on a daily basis.”

g. On July 30, 2007, ALCO members, including Defendants Lowitt and O’Meara,
exchanged an analysis showing that, contrary to the firm’s policy to always have a cash capital
surplus of at least $2 billion, Lehman was projecting large deficits of cash capital.

h. In early August 2007, Lowitt — together with Nagioff and Kirk — decided to suspend
the leveraged loan and commercial real estate businesses until the end of the third quarter of 2007 as

a result of Lehman’s liquidity problems.
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i.  On October 5, 2007, O’Meara received an email from Tonucci, Lehman’s Global
Treasurer, stating that Lehman was “looking at being $1-2 [billion] short [in equity] . . . should not
really be surprised.”

j. In late October 2007, Defendant O’Meara prepared a presentation on the firm’s
equity adequacy for the Executive Committee. The presentation concluded that the firm’s capital
adequacy over the last 5-6 quarters had “materially deteriorated”; that Lehman was at the bottom of
its peer range with respect to the regulatory requirement of a minimum 10% total capital ratio
imposed by the SEC; and that the firm’s capital position decreased from a $7.2 billion surplus in the
beginning of 2006 to a $42 million deficit at the end of the third quarter of 2007.

k. In early November 2007, GREG made a presentation to Fuld in which they
recommended reducing the group’s global balance sheet by $15 billion.

I. Defendant Callan told the Examiner that she had repeated discussions with Fuld and
Gregory about reducing the balance sheet in January and February 2008 but “didn’t get traction
quickly on it.”

m. A January 2008 internal presentation made by Felder, a Lehman executive,
acknowledged that the mortgage crisis was having a severe impact on the Company’s operations
and liquidity position. Slides accompanying Felder’s presentation stated that “[v]ery few of the top
financial issuers have been able to escape damage from the subprime fallout.” The presentation also
warned that, because “a small number of investors account [] for a large portion of demand [for
Lehman issues], liquidity can disappear quite fast.”

n. On March 12, 2008, Callan received an email from Eric Felder expressing concerns
about dealer liquidity and shrinking leverage, and forwarding an email from a Lehman trader that
warned that dealers were demanding increased haircuts and refusing to take assignments of any
Bear or Lehman trades even if the trades were “in-the-money.” Five days later, Felder warned

Defendants Lowitt and Callan that collapsing equity values eventually would compel Lehman to
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sell assets, and that the distressed prices available would create a need for additional capital, forcing
further sales.

0. After Bear Stearns’ near-collapse, then Treasury Secretary Henry Paulson told Fuld
that Lenman needed to raise capital, find a strategic partner or sell the firm. After Lehman
announced its second quarter results, Secretary Paulson warned Fuld that Lehman needed to have a
buyer or other survival plan in place before announcing any further losses in the third quarter or
Lehman’s survival would be in doubt.

p. On April 3, 2008, Callan emailed McDade, Lehman’s “balance sheet czar,”
expressing dismay in the growth of the balance sheet.

g. On May 13, 2008, two weeks before the end of the second quarter, Callan urged Fuld
and Gregory to “deliver on the balance sheet reduction this quarter” and not give “any room to
[Fixed Income Division] for slippage.”

219. Further evidencing scienter, Defendants Fuld and Gregory sought to remove — not
reward — insiders who opposed Lehman’s growing risk management practices and who voiced
concerns about the growing liquidity crisis. In 2007, for example, Fuld and Gregory removed
Michael Gelband, head of Lehman’s Fixed Income Division, and Madelyn Antoncic because of
their opposition to management’s growing accumulation of risky and illiquid investments.

220. Lehman’s senior officers were also aware of the deficiencies in Lehman’s risk
management practices. According to the Examiner, O’Meara was aware that Lehman’s principal
investments were not considered in Lehman’s stress testing. For example, O’Meara told the
Examiner that Lehman did not even start taking steps to include private equity transactions in its
stress tests until 2008. With regard to hedging, according to multiple Lehman executive interviews
and internal emails, Lehman senior officers elected not to hedge many of Lehman’s assets because
of the difficulty and possible repercussions inherent in hedging investments as illiquid as Lehman’s.
In addition, on October 15, 2007, O’Meara informed Lehman’s Board of Directors that Lehman was

over its firm-wide risk appetite limit.
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221. The Insider Defendants were Lehman’s highest ranking officers and oversaw the
day-to-day management of Lehman’s operations. Defendant Fuld chaired, and Defendants Callan,
Lowitt and Gregory were members of, the Company’s Executive Committee, which was responsible
for assessing Lehman’s risk exposure and related disclosures. The Executive Committee reviewed
“risk exposures, position concentrations and risk-taking activities on a weekly basis, or more
frequently as needed,” and “allocate[d] the usage of capital to each of our businesses and establishes
trading and credit limits for counterparties.”

222. According to Callan, the Executive Committee consisted of thirteen people,
including herself and Fuld, who met twice a week for two hours at a time and “devote[d] a
significant amount of that time to risk.” Callan stated that the Executive Committee addressed “any
risk that passes a certain threshold, any risk that we think is a hot topic” and “anything else during
the course of the week that’s important.” Further, Callan stated that the Executive Committee was
“intimately familiar with the risk that we take in all the different areas of our business. And [Fuld]
in particular . . . keeps very straight lines into the businesses on this topic.”

223. Additionally, Defendants Fuld, O’Meara, Callan and Lowitt signed quarterly and
annual Sarbanes-Oxley certifications during the Class Period attesting to their responsibility for and
knowledge of disclosure controls and procedures, as defined in Exchange Act Rules 13a-15(e) and
15d-15(e), as well as Lehman’s internal control over financial reporting.

F. Section 10(b) Allegations Against E&Y

1. Material Misstatements By E&Y

224. During the Class Period, E&Y issued a clean audit opinion that was included in
Lehman’s 2007 10-K representing “[w]e conducted our audit in accordance with the standards of
the Public Company Accounting Oversight Board” and that Lehman’s financial statements
“present[ed] fairly, in all material respects, the consolidated financial position of Lehman . . . in
conformity with U.S. generally accepted accounting principles.” E&Y also issued interim reports

that were included in Lehman’s Forms 10-Q which stated, “[w]e conducted our review in
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accordance with the standards of the Public Company Accounting Oversight Board,” and “[b]ased
on our review, we are not aware of any material modifications that should be made to the
consolidated financial statements . . . for them to be in conformity with U.S. generally accepted
accounting principles.” E&Y'’s statements in Lehman’s 2Q07 10-Q, 3Q07 10-Q, 2007 10-K, 1Q08
10-Q and 2Q08 10-Q were materially false and misleading for the reasons set forth above at 1126-
69, 104-09.

225. E&Y provided continuing consent for Lehman’s use of the clean audit opinion and
clean quarterly reviews in the Offering Materials that post-dated the issuance of the 2007 10-K. As
a result, E&Y knew that Lehman securities were being sold on the basis of E&Y’s clean audit
opinion throughout the entirety of the Class Period.

2. E&Y'’s Scienter

226. The Examiner found that E&Y knew about Lehman’s use of Repo 105 transactions
to manage its balance sheet at the end of each quarter. According to the Examiner, E&Y was
specifically informed about Lehman’s Repo 105 transactions on several occasions, and E&Y “was
made aware that [Lehman’s] financial information may be materially misleading because of the
failure to disclose the effect and timing and volume of Lehman’s Repo 105 activities (which had a
material effect on financial statement items).”

227. In 2007, Lehman provided E&Y with a netting grid that identified and described
various balance sheet mechanisms, including Repo 105 transactions. The netting grid was provided
to E&Y by no later than August 2007 (at the close of Lehman’s 3Q07) and in November 2007 (at
the close of its fiscal year). Although E&Y used the netting grid in connection with the audit,
E&Y’s review and analysis did not take into account the large volumes of Repo 105 transactions
Lehman undertook at quarter-ends, reflected therein. When the Examiner asked William Schlich,
E&Y’s lead partner on the Lehman Audit Team, about the volume of Repo 105 transactions and

whether E&Y should have considered the possibility that strict technical adherence to SFAS 140 or
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another specific accounting rule could nonetheless lead to a material misstatement in Lehman’s
publicly reported financial statements, Schlich refused to comment.

228. According to Martin Kelly, soon after he became Lehman’s Global Financial
Controller on December 1, 2007, he specifically spoke to Schlich in an effort to learn more about
Lehman’s Repo 105 program. During that conversation, Kelly and Schlich specifically discussed
the fact that Lehman was unable to obtain a true sale opinion under United States law for Repo 105
transactions.

229. E&Y was also made aware of Lehman’s improper use of Repo 105 transactions
during its investigation of claims made by a whistleblower. On May 16, 2008, Matthew Lee, a
Senior Vice President in Lehman’s Finance Division responsible for its Global Balance Sheet and
Legal Entity Accounting, sent a letter to Lehman management — including Kelly and Defendants
Callan and O’Meara — identifying possible violations of Lehman’s Ethics Code related to
accounting/balance sheet issues. Subsequently, Lee prepared another writing addressing additional
accounting control issues — including the use of “Repo 105” transactions — which was sent to a
Managing Director in Lehman’s corporate compliance department. Shortly after sending his first
letter, he was interviewed by Joseph Polizzotto, Lehman’s General Counsel, and Elizabeth
Rudofker, Head of Corporate Audit. On May 22, 2008, the day after that interview, Lee was
terminated without warning.

230. Approximately two weeks after Lee’s termination, after he had communicated
additional warnings about Repo 105, Lee was interviewed by Schlich and Hillary Hansen of E&Y.
According to Hansen’s notes of the interview, Lee again warned E&Y about Lehman’s Repo 105
practice including, notably, the enormous volume of Repo 105 activity that Lehman engaged in at
quarter-end. These E&Y notes recounted Lee’s allegation that Lehman moved $50 billion of
inventory off its balance sheet at quarter-end through Repo 105 transactions and that these assets
returned to the balance sheet about a week later. When interviewed by the Examiner, Hansen

specifically recalled conferring with Schlich about Lee’s Repo 105 allegations. However, despite
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E&Y’s contemporaneous notes demonstrating the discussion of Repo 105, Schlich told the
Examiner that he did not recall Lee saying anything about Repo 105 transactions during the
interview with Lee.

231. Indeed, E&Y took affirmative steps to cover-up the Repo 105 fraud. On June 13,
2008, the day after Lee specifically informed E&Y of the $50 billion in Repo 105 transactions that
Lehman undertook at the end of the second quarter 2008, E&Y spoke to Lehman’s Audit Committee
regarding Lee’s allegations. Despite the fact that the Chair of the Audit Committee had clearly
stated that he wanted a full and thorough investigation of every allegation made by Lee, E&Y failed
to mention anything about Repo 105. Similarly, on July 8, 2008, when the Audit Committee met
with E&Y to review Lehman’s 2Q08 financial statements, E&Y again failed to mention Lee’s
allegations regarding Repo 105, and stated that E&Y would issue an unqualified review report.
Then, on July 22, 2008, at an Audit Committee meeting where Lehman’s Head of Corporate Audit
made a presentation on the results of the investigation in to Lee’s allegations, E&Y again failed to
mention Repo 105. At that meeting, the Audit Committee was told that “[c]orporate audit has
largely completed an evaluation of [Lee’s] observations in partnership with Financial Control and
Ernst & Young.” In subsequent meetings and private executive sessions thereafter, E&Y also did
not disclose that Lee made an allegation related to Repo 105 transactions being used to move assets
off Lehman’s balance sheet at quarter-end. According to the Chair of the Audit Committee, he
would have expected to be told about Lee’s Repo 105 allegations. Another Audit Committee
member similarly said that the volume of Lehman’s Repo 105 transactions mandated disclosure to
the Audit Committee as well as further investigation.

232. Additionally, despite the directive to investigate every claim raised by Lee, E&Y did
not follow up on Lee’s allegations or conduct any further inquiry into the Repo 105 transactions. In
fact, after E&Y’s June 12, 2008 interview of Lee in which he described Lehman’s moving $50
billion of inventory off its balance sheet at the end of the second quarter 2008, E&Y did not speak

with him again. Instead, less than four weeks after Schlich and Hansen interviewed Lee, E&Y
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signed a Report of Independent Registered Public Accounting Firm for Lehman’s 2Q08 10-Q on
July 10, 2008, certifying that it was not aware of any material modifications that should be made to
Lehman’s financial statements for them to be in conformity with GAAP, and similarly failed to
amend or correct its most recent audit opinion on the 2007 final financial statements or its report on
the 1Q08 financial statements.

233. The Examiner concluded “that sufficient evidence exists to support a colorable claim

that”:

Ernst & Young should have made appropriate inquiries of management and
performed analytical procedures concerning significant transactions that occurred at
the ends of the quarters in 2008 and analyzed their impact upon the financial
statements, including the footnotes. Particularly after Lee alerted Ernst & Young to
$50 billion in Repo 105 transactions prior to the filing of the second quarter Form
10-Q, Ernst & Young should have reported to senior management and the Audit
Committee that Lehman was using Repo 105 transactions to temporarily and
artificially reduce balance sheet and its net leverage ratio for reporting purposes,
without disclosing the practice to the public.

.. . Ernst & Young knew or should have known that the notes to the financial
statements were false and misleading because, among other things, those notes
describe all repos as “financings,” which Ernst & Young knew was not the case, and
those notes did not disclose the Repo 105 transactions. Ernst & Young had a
professional obligation to communicate the issue to both senior management and the
Audit Committee and to recommend corrections of the Forms 10-Q, and also to
either issue modified review reports noting the materially inadequate disclosures, or
to withhold its review reports altogether.

3. E&Y'’s Violation Of Auditing Standards

234. One of the primary responsibilities of an external auditor is to express an opinion on
whether the company’s financial statements are presented fairly, in all material respects, in
accordance with GAAP. See AU 8 110. Similarly, “[t]he objective of a review of interim financial
information is to provide the accountant with a basis for communicating whether . . . any material
modifications that should be made to the interim financial information for it to conform with
[GAAP].” See AU § 722.09. Interim Reviews also help facilitate the annual audit. See generally
AU § 722.

235. GAAS standards have been established to ensure that external auditors fulfill their
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obligations when auditing and reviewing financial statements and other information contained in
SEC filings. GAAS consists of authoritative standards, originally established by the American
Institute of Certified Public Accountants (“AICPA”), which were adopted, amended and expanded
upon by the PCAOB, which auditors must comply with when they conduct audits and reviews. An
auditor is required to perform its annual audits and quarterly reviews of financial information in
accordance with GAAS, which include, inter alia: (1) ten basic standards establishing the objections
of a financial statement audit and providing guidance for the quality of audit procedures to be
performed; (2) interpretations of these standards by the AICPA, set forth in Statements on Auditing
Standards (“AU”); and (3) additional standards promulgated by the PCAOB.

236. E&Y'’s knowledge of Repo 105, the absence of a supportable business purpose and
economic substance for such transactions, and the increased volume of Repo 105 transactions at
quarter-end raised various obligations under GAAS that E&Y failed to meet.

237. For example, General Standard No. 3 and AU 8 230, Due Professional Care in the
Performance of Work, required E&Y to exercise “due professional care” and “professional
skepticism” in its quarterly reviews and annual audit of Lehman’s Class Period financial results.
E&Y violated GAAS in this regard because it knew of Lehman’s use of Repo 105 but failed to:
(1) review and/or audit adequately to address Repo 105 volumes at each period-end; (2) ensure that
Repo 105 was not being employed to misstate materially Lehman’s financial statements or to
mislead investors; and (3) adequately address and resolve warnings regarding Lehman’s potential
misuse of these transactions. Further, E&Y failed to consider adequately the disclosures made (or
not made) in the footnotes to Lehman’s financial statements, and in comparison of the financial
statements to disclosures included in the MD&A sections of Lehman’s 2007 10-K and Forms 10-Q
during the Class Period, regarding its Repo 105 transactions and secured financing arrangements.

238. Standard of Fieldwork No. 1 and AU § 311 require an auditor to plan the audit
engagement properly. AU 8 316 further requires that an auditor specifically “assess the risk of

material misstatement [of the financial statements] due to fraud” and should consider that
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assessment in designing the audit procedures to be performed. (AU 8 316.02). In violation of the
foregoing GAAS, E&Y did not adequately plan its quarterly reviews and annual audit of Lehman
during the Class Period to include procedures to address its knowledge of: (1) the magnitude and
increased volume of Lehman’s Repo 105 transactions at quarter-end; (2) Lehman’s inability to
obtain a U.S. legal opinion for “sale” treatment of these transactions under FAS 140; (3) Lehman’s
accounting for these transactions as “sales”; (4) Lehman’s failure to ever disclose that it recorded
repo arrangements as sales, instead asserting that all repos were recorded as financing
arrangements; and (5) communications within Lehman and made to E&Y suggesting fraud through
its Repo 105 program. E&Y’s failures in this regard were magnified by virtue of Lehman’s own
acknowledgement of the materiality of the Repo 105 transactions, as they clearly exceeded
Lehman’s own materiality threshold, measured by any transaction impacting the net leverage ratio
by 0.1x, Lehman’s expressed measure of materiality, which was communicated to E&Y. Indeed,
throughout the Class Period, Lehman’s Repo 105 transactions moved this measure by a magnitude
of 15 to 19 times Lehman’s 0.1x net leverage ratio threshold. See table 38, infra.

239. GAAS also requires an auditor to sufficiently assess audit risk, defined as “the risk
that the auditor may unknowingly fail to appropriately modify his or her opinion on financial
statements that are materially misstated.” AU § 312.02, Audit Risk and Materiality in Conducting
an Audit; see also AU § 722.16. In assessing audit risk, AU 8 312 and AU § 722 require analytical
procedures be performed especially when an auditor becomes aware of information leading it to
question whether the company’s financial results comply with GAAP, or if/when it otherwise
believes that audit risk is too high, and that particular attention be paid to materiality. E&Y violated
these GAAS provisions because it (1) was aware of Lehman’s Repo 105 program and its impact, by
virtue of the accounting treatments, on the balance sheet; (2) ignored that Repo 105 volumes spiked
at period-end; (3) failed to conduct an adequate assessment of these known significant and
unusually timed transactions; and (4) failed to ensure that Lehman made full and proper disclosure

of the same in its public filings.
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240. AU 88 336 and 9336 address an auditor’s use of a legal opinion as evidential matter
supporting, for instance, a management assertion that a financial asset transfer meets the “isolation”
criterion in FASB 140. AU 8§ 9336 states that a legal letter that includes conclusions using certain
qualifying language would not provide persuasive evidence that a transfer of financial assets has
met the isolation criterion of FAS. Not only was the Linklaters opinion replete with the kinds of
qualifying statements discussed as examples in AU § 9336, but E&Y knew that no U.S. law firm
would approve Lehman’s “sale” treatment of its Repo 105 transactions and that Lehman had to
conduct its Repo 105 transactions through its U.K.-based subsidiary, LBIE. As E&Y ignored these
red flags, it did not have a reasonable basis to rely upon the Linklaters Opinion and, thus, failed to
obtain sufficient evidential matter to support its statements that Lehman’s financial results complied
with GAAP and, in all material respects, fairly presented its financial condition.

241. AU 8§ 561, Subsequent Discovery of Facts Existing at the Date of the Auditor’s
Report, requires an auditor to consider events or indications of potential errors in a company’s
financial statements and to determine whether the event, if known and recorded, would have had a
material impact on the previously-issued financial statements. In violation of the foregoing, E&Y
took no action to adequately address the allegations communicated by Lee with respect to Repo
105, failed to withdraw or amend its prior audit opinions and/or interim reports, and failed to cause
the Company to correct prior period financials.

G. Loss Causation

242. Between June 12, 2007 and September 15, 2008, the price of Lehman common stock
was artificially inflated as a result of the material misrepresentations and omissions set forth above.
The artificial inflation was removed through a series of partial disclosures and the materialization of
previously-concealed risks.

243.  On June 9, 2008, before the markets opened, Lehman issued a press release
announcing its financial results for its second quarter of 2008 ending on May 31, 2008. Despite

having previously announced success with its delevering plan, its strong liquidity position, that it
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had risk management policies in place and that its assets were fairly valued, the press release
disclosed that Lehman took $4 billion in mark-to-market write downs, including $2.4 billion in
residential mortgage related holdings, $700 million in commercial positions, and $300 million in
real estate held for sale. In addition, the Company announced that it would raise $6 billion through
a combined offering of preferred and common shares. On this news, Lehman’s shares declined
8.7% and continued to fall an additional 19.44% over the next two days. In addition, rating
agencies Fitch and Moody’s downgraded Lehman’s credit rating. However, the June 9
announcement only partially revealed the truth, and Lehman continued to misrepresent its financial
condition.

244. On September 8, 2008, Lehman announced that it would release its third quarter
2008 results and key strategic initiatives for the Company on September 18. Analysts at Bernstein
Research and Oppenheimer predicted further write downs in the third quarter of between $4 and $5
billion. In addition, there were market reports of Lehman’s potential sale of assets to raise capital,
that market commentators said smacked of desperation and indicated problems with Lehman’s
liquidity position. As a result of this news, Lehman’s shares finished the trading day down 12.7%.

245.  On September 9, 2008, there were market reports that Lehman’s attempts to obtain a
capital infusion from the Korea Development Bank had failed, leading to concerns that “no one will
inject capital” into Lehman. In addition, S&P and Fitch both placed their ratings on Lehman on
review for downgrade. S&P specifically cited concerns about Lehman’s ability to raise capital. On
this news, Lehman’s shares declined 45% from the prior day’s price to close at $7.79 per share.

246. On September 10, 2008, Lehman reported a $3.9 billion loss for the third quarter of
2008, as well as $7 billion in gross write downs on its residential and commercial real estate
holdings, despite having previously announced success with its delevering plan, its strong liquidity
position, that it had risk management policies in place and that its assets had been fairly valued. In
announcing the results during the conference call, Defendant Lowitt, having replaced Callan as

CFO, also disclosed that “[t]he majority of our write downs were in Alt-A driven by increase in Alt-
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A delinquencies and loss expectations which were specific to Alt-A prices and did not affect the
performance of our hedges.” Contrary to Defendants’ earlier statements, Lowitt admitted that
“unfortunately there is no direct hedge for Alt-A assets. . . .” In addition, Fitch and Dunn &
Bradstreet downgraded Lehman’s credit rating. On this news Lehman’s shares declined 7% from
the prior days close to $7.25 per share.

247. On September 15, 2008, Lehman filed for bankruptcy protection because it had
“significant liquidity problems.” As a result, Lehman’s shares declined over 94% on that date.

248. The disclosures regarding Lehman’s massive write-downs and liquidity problems
(which led to Lehman’s bankruptcy) revealed the truth about Lehman’s financial condition and
represented the materialization of several interrelated, concealed risks from Lehman’s disregard for
its risk limits and its massive Repo 105 transactions which masked the Company’s net leverage and
true liquidity issues. As set forth above, as a direct result of Lehman’s failure to abide by its risk
limits and risk management policies, Lehman acquired tens of billions of dollars of highly risky,
illiquid assets that ultimately required enormous write-downs and triggered the liquidity crisis that
ended Lehman’s existence. During the Class Period, in order to conceal the problems with its
balance sheet, and in particular the amount of troubled assets it held, Lehman engaged in tens of
billions of dollars worth of Repo 105 transactions in order to remove temporarily assets from its
balance sheet solely for reporting purposes. Through these sham transactions, Lehman artificially
reduced its net leverage ratio, fraudulently preserved its credit ratings, and created the appearance
that Lehman was more capitalized and liquid than it really was. As the Examiner found, Lehman’s
Repo 105 program concealed the adverse impact its increasingly “sticky” inventory — which
consisted mostly of illiquid residential and commercial real estate that Lehman could not sell
without taking significant losses — was having on Lehman’s publicly reported net leverage and
balance sheet.

249. Indeed, the Repo 105 transactions masked the marked deterioration in Lehman’s

illiquid assets by allowing Lehman to report reduced net leverage even while continuing to hold
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such illiquid assets without selling or marking them down. According to internal Lehman
documents, Repo 105 was utilized to “offset the balance sheet and leverage impact of current
market conditions”; “exiting large CMBS positions in Real Estate and subprime loans in Mortgages
before quarter end” would otherwise require Lehman to “incur large losses due to the steep
discounts that they would have to be offered at,” but that “[a] Repo 105 increase would help avoid
this without negatively impacting our leverage ratios.” In sum, through the use of Repo 105,
Lehman led the market to believe that Lehman had effectively de-leveraged its balance sheet and
reduced its exposure to risky assets when, in fact, the opposite was true. Accordingly, the
disclosures referenced above revealed what Repo 105 had concealed; namely, that Lehman held a
massive amount of illiquid assets that required write-downs of billions of dollars, that Lehman’s
leverage was higher than reported, and that Lehman’s liquidity had been misrepresented.

250. The declines in the price of Lehman’s common stock and resulting losses are directly
attributable to the disclosure of information and materialization of risks that were previously
misrepresented or concealed by the Insider Defendants and E&Y. Had Plaintiffs and other members
of the Class known of the material adverse information not disclosed by the Insider Defendants and
E&Y or been aware of the truth behind their material misstatements, they would not have purchased
Lehman common stock or call options at artificially inflated prices, and would not have sold put

options.

VI, CAUSES OF ACTION UNDER THE EXCHANGE ACT

COUNT IV

Violations Of Section 10(b) Of The Exchange Act And
Rule 10b-5 Promulgated Thereunder Against The Insider Defendants And E&Y

251. Plaintiffs repeat and reallege the allegations set forth above as though fully set forth
herein, except for those allegations disclaiming any attempt to allege fraud, and further allege as
follows.

252. This claim is asserted against the Insider Defendants, namely, Fuld, O’Meara,

Gregory, Callan and Lowitt, as well as against Lehman auditor E&Y (“Exchange Act Defendants™)
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on behalf of Plaintiffs and other members of the Class who purchased or otherwise acquired
Lehman common stock and call options and/or who sold put options during the Class Period and
were damaged thereby. But for the fact that Lehman has filed for bankruptcy protection, the
Company itself would have been named as a Defendant in this Count for violating Section 10(b) of
the Exchange Act.

253. Each of the Exchange Act Defendants, individually and/or in concert, by the use of
means or instrumentalities of interstate commerce and/or of the United States mail (1) employed
devices, schemes, and artifices to defraud; (2) made untrue statements of material fact and/or
omitted to state material facts necessary to make the statements not misleading; (3) deceived the
investing public, including Plaintiffs and other Class members; (4) artificially inflated and
maintained the market price of Lehman common stock and options; and (5) caused Plaintiffs and
other members of the Class to purchase Lehman common stock and options at artificially inflated
prices and suffer losses. The Insider Defendants were primary participants in the wrongful and
illegal conduct charged herein.

254. Each of the Insider Defendants was the top officer and controlling person of Lehman,
and had direct involvement in its day-to-day operations. The materially misstated information
presented in group-published documents, including Lehman’s Forms 8-K, 10-Q and 10-K, was the
collective actions of these Defendants. These Defendants were each involved in drafting,
producing, reviewing and/or disseminating the group-published documents at issue in this action
during his or her tenure with the Company.

255. The Exchange Act Defendants had actual knowledge of the misrepresentations and
omissions of material facts set forth herein or acted with reckless disregard for the truth in that they
failed to ascertain and to disclose such facts, even though such facts were readily available to them.
The Insider Defendants’ material misrepresentations and/or omissions were done knowingly or

recklessly and for the purpose and effect of concealing Lehman’s financial condition and results of
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operations, business practices and future business prospects from the investing public and
supporting the artificially inflated price of its securities.

256. As a result of the dissemination of the materially false and misleading information
and failure to disclose material facts, as set forth above, the market price of Lehman common stock
and options was artificially inflated and caused loss to Plaintiffs when Lehman’s stock price fell in
response to the issuance of partial corrective disclosures and/or the materialization of risks
previously concealed by the Exchange Act Defendants.

257. By virtue of the foregoing, the Exchange Act Defendants each violated Section 10(b)
of the Exchange Act and Rule 10b-5 promulgated thereunder.

258. This claim was brought within two years after the discovery of the fraud and within
five years of the making of the materially false and misleading statements alleged herein.

259. Asadirect and proximate result of the wrongful conduct of the Defendants named in
this Count, Plaintiffs and the other Class members suffered damages in connection with their
purchases or acquisitions of the Company’s common stock and call options and/or sale of put

options.
COUNT V

Violations Of Section 20(a) Of The
Exchange Act Against The Insider Defendants

260. Plaintiffs repeat and reallege each and every allegation contained above as if set forth
fully herein, except for those allegations disclaiming any attempt to allege fraud, and further allege
as follows.

261. This claim is asserted against the Insider Defendants on behalf of Plaintiffs and other
members of the Class who purchased or otherwise acquired Lehman common stock and call options
and/or who sold put options during the Class Period and were damaged thereby.

262. The Insider Defendants were and acted as controlling persons of Lehman within the
meaning of Section 20(a) of the Exchange Act as alleged herein. By virtue of their high-level

positions with the Company, participation in and/or awareness of the Company’s operations, direct
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involvement in the day-to-day operations of the Company, and/or intimate knowledge of the
Company’s actual performance, the Insider Defendants had the power to influence and control and
did influence and control, directly or indirectly, the decision-making of the Company, including the
content and dissemination of the various statements, which Plaintiffs contend are false and
misleading. Each of the Insider Defendants was provided with or had unlimited access to copies of
the Company’s reports, press releases, public filings and other statements alleged by Plaintiffs to be
misleading prior to and/or shortly after these statements were issued and had the ability to prevent
the issuance of the false statements and material omission or cause such misleading statements and
omissions to be corrected. In addition, Defendants Fuld and Gregory, through their positions as
CEO and President of Lehman, respectively, controlled the remaining Insider Defendants, including
Callan, Lowitt and O’Meara.

263. As set forth above, the Insider Defendants and Lehman itself each violated Section
10(b) and Rule 10b-5 by their acts and omissions as alleged in this Complaint. Due to their
controlling positions over Lehman and, with respect to Fuld and Gregory, their control over the
remaining Insider Defendants, the Insider Defendants are each liable pursuant to Section 20(a) of
the Exchange Act having culpably participated in the fraud. As a direct and proximate result of the
Insider Defendants” wrongful conduct, Plaintiffs and other members of the Class suffered damages
in connection with their purchases or acquisitions of the Company’s common stock and call options

and/or sale of put options.
COUNT VI

Violations Of Section 20A Of The
Exchange Act Against Defendant Fuld

264. Plaintiffs repeat and reallege each of the allegations set forth above as if fully set
forth herein.
265. This Count is brought pursuant to Section 20A of the Exchange Act against

Defendant Fuld on behalf of all members of the Class damaged by Defendant Fuld’s insider trading.
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266. As detailed herein, Defendant Fuld was in possession of material, non-public
information concerning Lehman. Defendant Fuld took advantage of his possession of material,
non-public information regarding Lehman to obtain millions of dollars in insider trading profits
during the Class Period.

267. Defendant Fuld’s sale of Lehman securities was made contemporaneously with
Plaintiffs” and Class members’ purchases of Lehman common stock during the Class Period.

268. For example, on June 13, 2007, Defendant Fuld sold 291,864 shares of stock at
average price of $77.83 per share for proceeds of $22,692,426. On June 14, 2007, Lead Plaintiff
NILGOSC purchased 1,300 shares of Lehman at $78.3963 per share, for a total cost of $101,915.19.
On June 15, 2007, NILGOSC purchased 1,800 shares of Lehman at $79.5325 per share, for a total
cost of $143,158.50. Also on June 15, 2007, NILGOSC purchased 100 shares of Lehman at $79.70
per share, for a total cost of $7,970. On June 19, 2007, Lead Plaintiff Operating Engineers
purchased 4,500 shares of Lehman at $80.9702 per share, for a total cost of $364,365.90. Similarly,
on June 20, 2007, Operating Engineers purchased 2,200 shares of Lehman at $81.6462 per share,
for a total cost of $179,621.64.

269. All members of the Class who purchased shares of Lehman common stock
contemporaneously with sales by Defendant Fuld have suffered damages because: (1) in reliance on
the integrity of the market, they paid artificially inflated prices as a result of the violations of
Section 10(b) and 20(a) of the Exchange Act as alleged herein; and (2) they would not have
purchased the securities at the prices they paid, or at all, if they had been aware that the market
prices had been artificially inflated by the false and misleading statements and concealment alleged
herein.

PRAYER FOR RELIEF

WHEREFORE, Plaintiffs, on their own behalf and on behalf of the Class, pray for judgment

as follows:
@) Declaring this action to be a class action pursuant to Fed. R. Civ. P. 23(a) and (b)(3);
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(b)

(©)

(d)

(€)

(f)

Awarding Plaintiffs and the other members of the Class damages in an amount which
may be proven at trial, together with interest thereon;

Awarding Plaintiffs and the members of the Class pre-judgment and post-judgment
interest, as well as their reasonable attorneys’ and expert witness’ fees and other
costs;

Ordering Defendant Fuld to disgorge the profits of his insider sales of Lehman
common stock during the Class Period;

Awarding Plaintiffs and the members of the Class rescission and/or rescissory
damages; and

Such other relief as this Court deems appropriate.
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DEMAND FOR JURY TRIAL

Plaintiffs demand a trial by jury.

Dated: April 23, 2010 BERNSTEIN LITOWITZ BERGER

& GROSSMANN LLP /
ﬁM/ K %ﬂf/

W D R/STICKNEY

MAX W. BERGER
STEVEN B. SINGER
BOAZ WEINSTEIN
1285 Avenue of the Americas, 38th Floor
New York, NY 10019
Tel:  (212) 554-1400
Fax: (212)554-1444
-and-
DAVID R. STICKNEY
ELIZABETH P. LIN
JON F. WORM
12481 High Bluff Drive, Suite 300
San Diego, CA 92130
Tel:  (858) 793-0070
Fax: (858) 793-0323

Co-Lead Counsel for Plaintiffs

BARROWAY TOPAZ KESSLER
MELTZER & CHECK, LLP

I/DMW/ % wzfu/&c

DAVID KESSLER by RS

DAVID KESSLER

JOHN A. KEHOE
BENJAMIN J. HINERFELD
MICHELLE M. NEWCOMER
RICHARD A. RUSSO, JR.
NICOLE BROWNING

280 King of Prussia Road
Radnor, PA 19087

Tel:  (610) 667-7706

Fax: (610) 667-7056

Co-Lead Counsel for Plaintiffs

-92-



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 102 of 215

GIRARD GIBBS LLP

DANIEL C. GIRARD
JONATHAN K. LEVINE
AMANDA M. STEINER
CHRISTINA H. C. SHARP

601 California Street, 14th Floor
San Francisco, CA 94108

Tel:  (415) 981-4800

Fax: (415)981-4846

Counsel for Plaintiffs Stephen A. Gott, Karim Kano,
Ronald Profili, Grace Wang, Mohan Ananda, Richard
Barrett, Neel Duncan, Nick Fotinos, Fred Mandell,
Barbara Moskowitz, Stacey Oyler, Lawrence Rose, Joe
Rottman, Roy Wiegert and Miriam Wolf

GRANT & EISENHOFER P.A.
JAY W. EISENHOFER
JAMES J. SABELLA

KEITH FLEISCHMAN

485 Lexington Avenue

New York, NY 10017

Tel:  (646) 722-8500

Fax: (646) 722-8501

LAW OFFICES BERNARD M. GROSS P.C.
DEBORAH R. GROSS

100 Penn Square East, Suite 450
Philadelphia, PA 19107

Tel:  (215) 561-3600

Fax: (215)561-3000

Counsel for Plaintiff Belmont Holdings Corp.
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SPECTOR ROSEMAN KODROFF
& WILLIS, P.C.

ROBERT M. ROSEMAN (RR-1103)

ANDREW D. ABRAMOWITZ

DAVID FELDERMAN

RACHEL E. KOPP

1818 Market Street, Suite 2500

Philadelphia, PA 19103

Tel:  (215) 496-0300

Fax: (215)496-6611

Counsel for Lead Plaintiff Northern Ireland Local
Government Officers’ Superannuation Committee

LABATON SUCHAROW LLP
CHRISTOPHER J. KELLER
THOMAS A. DUBBS

ERIC J. BELFI

JONATHAN GARDNER

140 Broadway

New York, NY 10005

Tel:  (212) 907-0853

Fax: (212) 818-0477

Counsel for Lead Plaintiff City of Edinburgh Council
as Administering Authority of the Lothian Pension
Fund

SAXENA WHITE P.A.

MAYA SAXENA

JOSEPH E. WHITE III
CHRISTOPHER S. JONES

LESTER R. HOOKER

2424 North Federal Highway, Suite 257
Boca Raton, FL 33431

Tel:  (561) 394-3399

Fax: (561)394-3382

Counsel for Lead Plaintiff Operating Engineers Local
3 Trust Fund, named Plaintiff Brockton Contributory
Retirement System, and named Plaintiff Teamsters
Allied Benefit Funds
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MURRAY, FRANK & SAILER LLP
MARVIN L. FRANK

EVA HROMADKOVA

275 Madison Ave., Suite 801

New York, NY 10016

Tel: (212) 682-1818

Fax: (212) 682-1892

Counsel for Plaintiff Marsha Kosseff

POMERANTZ HAUDEK BLOCK
GROSSMAN & GROSS LLP

MARC 1. GROSS

100 Park Avenue

New York, NY 10017

Tel:  (212) 661-1100

Fax: (212) 661-8665

Counsel for Plaintiff American European Insurance
Company

BONNETT FAIRBOURN FRIEDMAN
& BALINT, P.C.

ANDREW S. FRIEDMAN

2901 North Central Avenue, Suite 1000

Phoenix, AZ 85012

Tel:  (602) 274-1100

Fax: (602)274 1199

Counsel for Plaintiff the Shea-Edwards Limited
Partnership

TIFFANY & BOSCO P.A.
RICHARD G. HIMELRICK
2525 East Camelback Road
Phoenix, AZ 85016

Tel:  (602) 255-6000

Fax: (602) 255-0103

Counsel for Plaintiffs MJB Living Trust dated

February 12, 2002 and the Shea-Edwards Limited
Partnership
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ZWERLING, SCHACHTER & ZWERLING, LLP
RICHARD A. SPEIRS

41 Madison Avenue

New York, NY 10010

Tel:  (212)223-3900

Fax: (212)371-5969

Counsel for Plaintiffs Rick Fleischman and Francisco
Perez

LAW OFFICES OF JAMES V. BASHIAN, P.C.
JAMES V. BASHIAN

500 Fifth Avenue, Suite 2700

New York, NY 10110

Tel:  (212)921-4100

Fax: (212)921-4229

Counsel for Plaintiffs Island Medical Group, Fred
Telling, Carla LaGrassa, Robert Feinerman Irwin and
Phyllis Ingwer, Stuart Bregman, Steven and Sydney
Ratnow, and David Kotz
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Mohan Ananda, declare the following as to the claims asserted, or to be
asserted, under the federal securities IaWS:

1. I am the trustee of the Rajee Ananda Rollover IRA and the Mohan Ananda
Traditional IRA. I have full authority to act on behalf of the Rajee Ananda Rollover IRA
and the Mohan Ananda Traditional IRA (collectively, the “Ananda Entities”), including
the authority to make all investment decisions and the authority to bring or participate in
a lawsuit under the federal securities laws.

2. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel and counsel for the Ananda Entities
in this action for all purposes.

3. Neither I nor the Ananda Entities acquired any Lehman Brothers securities
at the direction of Girard Gibbs LLP or in order to participate in any private action under
the federal securities laws.

4. I am willing to serve as a named plaintiff on behalf of the Ananda entities.
On behalf of the Ananda Entities, I understand that a named plaintiff is a representative
party who acts on behalf of other class members in directing the litigation, and whose
duties may include testifying at deposition or trial.

5. Neither I nor the Ananda Entities will accept any payment for serving as a

representative party beyond the Ananda Entities’ pro rata share of any recovery, except
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reasonable costs and expenses, such as lost wages and travel expenses, directly related to
the class representation, as ordered or approved by the Court pursuant to law.

6. Neither I nor the Ananda Entities have sought to serve or served as a
representative party for a class in an action under the federal securities laws within the
past three years.

7. I understand that this is not a claim form, and that the Ananda Entities’
ability to shate in any recovery as a class member is not affected by the decision to serve
as a representative party.

8. The Ananda Entities’ purchases and sales of Lehman Brothers securities
during the relevant time period are listed in Attachment A to this document.

9. I declare under penalty of perjury that the foregoing is true and correct.

Executed this {day of April, 2010 E E E i
Mohan Ananda
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MOHAN ANANDA

ATTACHMENT A

Account: Mohan Ananda Traditional IRA

TRADE NUMBER OF | PRICEPER | BUYOR
DATE SECURITY SHARES NOTE/UNIT SELL

100% Principal Protection Notes
3/23/2007 Linked to a Global Index Basket 2,000 $10.00 Bought

100% Principal Protection

1/28/2008 Absolute Return Barrier Notes 20.000 $10.00 Bought
Linked to the S&P 500 Index g : oug
Account: Rajee Ananda Rollover IRA
TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES | NOTE/UNIT SELL
8/28/2007 100% Principal Protection Notes 2,500 $10.00 Bought
Linked to a Global Index Basket
8/28/2007 100% Principal Protection Linked 2,500 $10.00 Bought
to an International Index Basket
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Richard Barrett, declare the following as to the claims asserted, or to be
asserted, under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel in this action for all purposes. At
this time, I adopt the allegations in the complaint.

2. I did not acquire any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in

any recovery as a class member is not affected by my decision to serve as a representative

party.
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7. My purchases and sales of Lehman Brothers securities during the relevant
time period are listed in Attachment A to this document.

8. I declare under penalty of perjury that the foregoing is true and correct.

Executed this ﬂy of April, 2010 O M

Richard Barrett
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RICHARD BARRETT
ATTACHMENT A
TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES | NOTE/UNIT |  SELL
11/27/2007 | 100% Principal Protection Notes 1,000 $10.00 Bought
Linked to an Asian Currency
Basket
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

1, Stuart Bregman , (“Plaintiff”) certify:

1. I have reviewed the complaint and authorized its filing on behalf of Plaintiff.
Plaintiff retains the Law Offices of James V. Bashian, P.C. to pursue such action on a contingent fee

basis.

2. Plaintiff did not purchase or acquire the securities that are the subject of this
action at the direction of plaintiff's counsel or in order to participate in any private action arising under the

Federal securities laws,

3. Plaintiff is willing to serve as a representative party on behalf of a class,
including providing testimony at depésition and trial, if necessary. Plaintiff understands that if the
litigation is not settled, this is not a claim form, and sharing in any recovery is not dependent upon

execution of this certification.

4. The following constitute Plaintiff's transactions in the security that is the

subject of this litigation during the class period set forth in the complaint:

TRANSACTIONS
DATE NOTES AMOUNT OF | Price Per Note
PRODUCT PURCHASED | PURCHASED | TRANSACTION
Lehman Brothers August 01, 2007 | 100 100,000 1,000
Holding, Inc. Global
Basket Part Protected
Participation Note Due
8/2/2010
Cusip 524908{92
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Lehman Brothers December 28, | 200 208,000 1,000
Holding, fnc, Medhm | 2007

Term Notes at 9.50%

Due 12/28/2022

(xlp SES2LMOAYT

Lokrmam Brothers February 20, | 200 200,000 1,000
Holding, Inc. 2008

Buff Ret Enb Notes

Duc zd22fie

cusip g252M0dhT

5. Plaintiff has not served as or sought to serve as a teprosentative paxty on
bebalf of a class under this title during the last three years,

6. 1 will not accept any éayment for serving as a representative paaty, except
to recetve Ty pro Tata shaxe of any xecovery or as ordered or approved by the coust meluding the
award to a Tepresentative of reasonable costs and expenses (inchiding lost wages) directly
relafing to the representation of this class,

The foregoing are, to ihe best of my knowledge and belief, true and correct

statements,

Dated: New Yok, New York
Decemberk | , 2008
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CERTIFICATION PURSUANT TO
THE FEDERAL SECURITIES LAWS

[, John Buzanowski, hereby certify, as to the claims asserted under the federal securities laws, that:

1. Thave reviewed the complaint and authorized its filing.

2. 1did not purchase the securities that are the subject of this action at the direction of counsel or in order to
participate in any action arising under the federal securities laws.

3. Iam willing to serve as a plaintiff and representative party on behalf of the class, including providing testimony
at deposition and trial, if necessary.

4. My transactions in the Lehman securities that are the subject of this action during the proposed class period are
set forth below:

Transaction Security Price Quantity Trade Date

Purchase 6.25% Notes $1000 100 01/31/2008

(52519FFE®6)

5. Thave not sought to serve as a lead plaintiff and/or representative party on behalf of a class in any actions under
the federal securities laws filed during the three-year period preceding the date of this Certification.

6. 1will not accept any payment for serving as a representative party on behalf of the Class beyond my pro rata

share of any recovery, except such reasonable costs and expenses (including lost wages) directly relating to the

' representation of the Class, as ordered or approved by the court.

I declare under penalty of perjury that the foregoing i 1s true and correct. Executed this 2/ day of April, 2010.

fy% M%
/Jﬂhn )%a;;;ftk:f
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Ed Davis, declare the following as to the claims assertéd, or to be asseﬁed,
under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers ‘anc_l directors of Lehman Brothers Holdings, Inc., among others, and have

" retained Zwerling, Schachter & Zwerling, LLP (“ZSZ”) to represent mé_ in connection
therewith and in related litigation in connection with the securities that are set forth in
this éeﬂiﬁcation .

2. I did not acquire any Lehman Brothells securities at the direction of ZSZ or
in order to participate in é.ny private action under the federal securities laws.

3.. I am willing to serve as a ﬁamed plaintiff. I.vuﬁderstand that a named
pla1nt1ff is a representative party who acts on behalf of other class members in d1rect1ng
the litigation, and whose duties may 1nclude test1fy1ng at deposition or trial.

4, I will not accept any payment for sefving as a representative party beyond
my pr6 rata ;hare of any recovery, except reasonable costs and expenses, such as lost
wagés and travel éxpenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative pany for a class in
an action under the federal securities laws within the ‘past three years.

6. . I_unde_rstand that this is not a claim form, and thét my ability to sharé in

any recovery as a class member is not affected by my decision to serve as a representative

party.
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7. My purchases and sales of Lehman Brothers securities during the relevant

time period are as follows:
TRADE DATE BUY SELL 1 TOTAL PRICE

June 2008 100% Principal | ... ... . 5-;.
Protection Absolute L 850000
Return Barrier Notes

_ (CUSIP: 525231255)

100% Principal
Ju§e2003 .| Frotection Absolute | - . f . $50,000 Al
| Return Barrier Notes | '

(CUSIP: 525231248)

8. Ideclzg_ltérii_:tia': i

nalty of pex]ury that the foregomg is u'ue and correct.z

Executedﬂns Q\ day of Apnl 20‘10

f‘p\ S e
- EdD&ViS
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Neel Duncan, declare the following as to the claims asserted, or to be asserted,
under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel in this action for all purposes.

2. I did not acquire any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4, I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in
any recovery as a class member is not affected by my decision to serve as a representative
party.

7. My purchases and sales of Lehman Brothers securities during the relevant

time period are listed in Attachment A to this document.
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8 I declare under penalty of perjury that the foregoing is true and correct.

Executed this _If day of April, 2010

Neel Duncan
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NEEL DUNCAN
ATTACHMENT A
TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES | NOTE/UNIT SELL
10/25/2007 | 100% Principal Protection Notes 8,000 $10.00 Bought
Linked to an Asian Currency
Basket
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CERTIFICATION OF NAMED PLAINTIFF

PURSUANT TO FEDERAL SECURITIES LAWS

I, Robert Feinerman, (“Plaintiff”") certify;

1. I have reviewed the complaint and authorized its filing on behalf of

Plaintiff. Plaintiff retains James V. Bashian of the Law Offices of James V. Bashian, P.C. to

pursue such action on a contingent fee basis.

2. Plaintiff did not purchase or acquire the securities that are the subject of

this action at the direction of plaintiff's counsel or in order to participate in any private action

arising under the Federal securities laws.

3. Plaintiff is willing to serve as a representative party on behalf of a class,

including providing testimony at deposition and trial, if necessary. Plaintiff understands that if

the litigation is not settled, this is not a claim form, and sharing in any recovery is not dependent

upon execution of this certification,

4, The following constitute Plaintiff’s transactions in the security that is the

subject of this litigation during the class period set forth in the complaint:

Term Notes Due
12/28/2022 at 9.5%

Cusip # 5252MOAY3

TRANSACTIONS
PRODUCT DATE NOTES AMOUNT OF | Price Per Note
PURCHASED | PURCHASED | TRANSACTION
Lehman Brothers December 28, | 100 100,000 1,000
Holding, Inc. Medium | 2007
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Lehman Brothers January 30, 100 100,000 1,000
Holding, Inc. Medium | 2008

Term Notes Due

1/30/2023 at 9.5%

Cusip # 5252MOBX4

Lehman Brothers March 14, 100 100,000 1,000

Holding, Inc. Medium | 2008
Term Notes Due
3/13/2023 at 10%

Cusip #5252MOEH6

Lehman Brothers February 20, 200 200,000 2,000
Holding, Inc. Buffered | 2008 4
Enhanced Notes due
2/22/2010

5252MODH7

5. Plaintiff has not served as or sought to serve as a representative party on

behalf of a class under this title during the last three years,

6. I will not accept any payment for serving as a representative party, except
to receive my pro rata share of any recovery or as ordered or approved by the court including the
award to a representative of reasonable costs and expenses (including lost wages) directly

relating to the representation of the class.
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The foregoing are, to the best of my knowledge and belief, true and correct

statements.

Dated: New York, New York

April [§ 2010 /
ikl

Robert Feinérman
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Nick C. Fotinos, declare the following as to the claims asserted, or to be
asserted, under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel in this action for all purposeé. At
this time, I adopt the allegations in the complaint.

2. I did not acquire any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in

any recovery as a class member is not affected by my decision to serve as a representative

party.
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7. My purchases and sales of Lehman Brothers securities during the relevant
time period are listed in Attachment A to this document.

8. I declare under penalty of perjury that the foregoing is true and correct.

Executed this /& day of April, 2010

ﬂw//f Fiosee

Nick C. Fotinos
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NICK C. FOTINOS

ATTACHMENT A

TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES | NOTE/UNIT SELL
10/26/2007 | 100% Principal Protection 2,500 $10.00 Bought
Absolute Return Barrier Notes
Linked to the S&P 500 Index
1/28/2008 100% Principal Protection 5,184 $10.00 Bought
Absolute Return Barrier Notes
Linked to the S&P 500 Index
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AMENDED CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

Istand Medical Group PC Retirement Trust f/b/o Irwin Ingwer, (“Plaintiff’) certify:

1. I have reviewed the third amended complaint and authorized its filing on behalf of

Plaintiff. Plaintiff retains the Law Offices of James V. Bashian, P.C. to pursue such action on a contingent fee basis,

2, Plaintiff did not purchase or acquire the securities that are the subject of this action at the
direction of plaintiff's counsel or in order to participate in any private action arising under the Federal securities

laws.

3. Plaintiff is willing to serve as a representative party on behalf of a class, including
providing testimony at deposition and trial, if necessary. Plaintiff understands that if the litigation is not settled, this

is not a claim form, and sharing in any recovery is not dependent upon execution of this certification.

4, The following constitute Plaintiff's transactions in the security that is the
subject of this litigation during the class period set forth in the complaint:
TRANSACTIONS

Island Medical Group PC Retirement Trust f/b/o Irwin Ingwer

PRODUCT DATE NOTES AMOUNT OF Price Per Note
PURCHASED PURCHASED TRANSACTION

Lehman Brothers Holding, | December 28, 20 20,000 1,000
Inc. Medium Term Notes at | 2007
9.50% Due 12/28/2022 -
Cusip 5252m0ay3

Lehman Brothers Holdings, | May 19, 2008 146 ‘ 146,000 1,000
Inc. Medium Term Notes
Due 05/19/2023 @ 10.00%
Cusip 5252moths

Lehman Brothers Holdings, | June 13, 2008 102 102,000 1,000
Inc. S&P Ann Rev Note
w/Cont Prot Due 6/13/2011
5252m0gm3
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5. Flaint}ff has not sorved ds of Sought to scive s o representative party on hehaif of o class

under this dile during the Jast three years.
&, Plaintiff will not accept any payment for serving as o reprosontilive pary, exeept to
seceive my pro rate share of any recovery or as ordercd or approved by the court including tha award to 3

reprosentative of reasonablo costs wmd expenses (Inchiding lost wages) dircetly velating o the represeniation of the
clase.
The foregoing are, to the best of iny knowledge and belief, true and corveet statements.

Dated: New York, Noew York
Aprilt 20, 2010
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

Irwin & Phyllis Ingwer, (“Plaintiff”) certify:

1. We have reviewed the complaint and authorized its filing on behalf of Plaintiff,
Plaintiff retains the Law Offices of James V. Bashian, P.C. to pursye such action on a contingent fee

basis.

2. Plaintiff did not purchase or acquire the securities that are the subject of this
action at the direction of plaintiff's counsel or in order to participate in any private action arising under the

Federal securities laws.

3. Plaintiff is willing to serve as a representative party on behalf of a class,
including providing testimony at deposition and trial, if necessary, Plaintiff understands that if the
litigation is not settled, this is not a claim form, and sharing in any recovery is not dependent upon

execution of this certification.

4, The following constitute Plaintiff’s transactions in the security that is the

subject of this litigation during the class period set forth in the complaint:

TRANSACTIONS
Irwin & Phyllis Ingwer
PRODUCT DATE NOTES AMOUNT OF Price Per Note
PURCHASED | PURCHASED | TRANSACTION
Lehman Brothers August 22, 2007 | 25 25,000 | 1,000
Holding, Inc. SPX Index
Buff Ann Rev Notes
Due 8/22/2019
Cusip 52517 P4y4
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Lehman Brothers Holding, | February 20, 70 70,000 1,000
Inc. Buff Ret Enh Notes 2008
Due 2/22/2010
Cusip 5252M0dh7
Irwin Ingwer IRA
PRODUCT DATE NOTES AMOUNT OF Price Per Note
PURCHASED PURCHASED TRANSACTION
Lehman Brothers Holding, | February 14, 100 100,000 1,000
Inc. Medium Term Notes 2008
Due 2/16/2010
Cusip 5252M0dk0
Lehman Brothers Holding, | December 28, 15 15,000 1,000
Inc. Medium Term Notes 2007
Due 12/28/2022 @ 9.50%
Cusip 5252M0ay?3
Tehman Brothers Holding, | Janvary 31,2008 | 40 | 40,000 | 1,000
Inc. Medium Term Notes
Due 1/30/2023 @-9.50%
Cusip 5252 M0bx4
Lehman Brothers Holding, | February 27, 6 6,000 1,000
Inc. Medium Term Notes 2008
Due 2/27/2023 @ 9.00%
Cusip 5252 M0cq8
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Phyilis Ingwer IBA
PRODUET DATE NUTES AMBUNT GF Price Per Note
PURTGHABED PURGHABED TRANSACTION
Lehman Brothery Februsry 27, |35 35,000 1,000
Holding, Inc, Medium | 2008
Term Notes Due
2/27/2023 at 9.00%
CusiP S257 M10cR 2

a. Plainsfiff Teis not served as or sought to setve 83  representstive party op
belualf of a class tnder this title during the last three years. '
6. Plaintiff will not aceept any payoent for serving as a representative party,

except to receive my pro mia shave of any recovety of as erdeced or approved by the court
including the award to 5 represenﬁﬁw of reasonable costs and expenses (inchnding lust wages)

directly relating to the yepresentation of the class.
The foregoing are, to the best of my knowledge and belief, true and correct

statements,

Dated: New York, New York
December |, 2008
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

1, David Kotz , (“Plaintiff") certify:

1. . Thavereviewed the complaint and authorized its filing on behalf of
Plaintiff. Plaintiff retains James V. Bashian of the Law Offices of James V. Bashian, P.C. to

pursue such action on a contingent fee basis.

2. Plaintiff did not purchase or acquire the securities that are the subject of
this action at the direction of plaintiff's counsel or in order to participate in any private action

arising under the Federal securities laws.

3. Plaintiff is willing to serve as a representative party on behalf of a class,
including providing testimony at deposition and trial, if necessary. Plaintiff understands that if
the litigation is not settled, this is not a claim form, and sharing in any recovery is not dependent

upon execution of this certification.

4, The following constitute Plaintiff's transactions in the security that is the

subject of this litigation during the class period set forth in the complaint:

TRANS_ACTIONS
PRODUCT DATE NOTES AMOUNT OF | Price Per Note
PURCHASED PURCHASED TRANSACTION
Lehman Brothers Return | 05/27/08 ' 10,000 100,000 110
Optimization Security S&P

500 Financials 10%
Principal Protection

Cusip 52523j230
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3. Plaintiff bas not served a5 or sought to serve as a representative party on

behalf of a class under this title during the last three years,

6. I will not accept any payment for serving as a representative party, except
to receive My pro rata share of any recovery or as ordered or approved by the comd including the
award o a representative of reasonable costs and expenses (ncluding lost wages) directly

relating to the representation. of the class.
The foregoing are, 1o the best of my knowledge and belief, tue and correct

gitements.

Dated: New York, MNew York

Apdl /2 ,2010 . M

DAVID KOTZ v
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

I, Carla La Grassa , (“Plaintiff”) certify:

1. I have reviewed the complaint and authorized its filing on behalf of
Plaintiff. Plaintiff retains James V. Bashian of the Law Offices of James V, Bashian, P.C. to

pursue such action on a contingent fee basis.

2. Plaintiff did not purchase or acquire the securities that are the subject of
this action at the direction of plaintiff's counsel or in order to participate in any private action

arising under the Federal securities laws.

3. Plaintiff is willing to serve as a representative party on behalf of a class,
including providing testimony at deposition and trial, if necessary. Plaintiff understands that if
the litigation is not settled, this is not a claim form, and sharing in any recovery is not dependent

upon execution of this certification.

4, The following constitute Plaintiff’s transactions in the security that is the
subject of this litigation during the class period set forth in the complaint:

TRANSACTIONS

PRODUCT DATE NOTES AMOUNT OF Price Per Note
PURCHASED | PURCHASED | TRANSACTION

Lehman Brothers August 29, 100 100,000 1,000
Holding, Inc. Medium | 2007
Term Notes Due
08/29/2022

Cusips2517p4ts
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5. Plaintiff has not served as or sought to serve as a representative party on

behalf of a class under this title during the last three years.

6. I will not accept any payment for servingas a ;epmentaﬁve party, except
to receive my pro rata share of any recovery or as ordered or approvéd by the court including the
award to 2 Tepresentative of reasonable costs and expenses (including losi wages) directly

relating to the representation of the dlass.

The foregoing are, to the best of my knowledge and belief, true and correct

statements.

Dated: New York, New York .
zfze , 2009 ey
/ e uDO—

CARLA LAGRASSA”
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Fred H. Mandell, declare the following as to the claims asserted, or to be
asserted, under the federal securities laws:

1. I am the sole trustee of the Mandell & Shorr Inc. Defined Benefit Pension
Plan (the “Plan”) and the Fred H. Mandell Living Trust DTD 8/19/93 (the “Trust”). I
have full authority to act on behalf of the Plan and the Trust, including the authority to
make all investment decisions and the authority to bring or participate in a lawsuit under
the federal securities laws.

2. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel and counsel for the Trust and the
Plan in this action for all purposes.

3. Neither the Plan nor the Trust acquired any Lehman Brothers structured
notes at the direction of Girard Gibbs LLP or in order to participate in any private action
under the federal securities laws.

4. The Plan and the Trust are willing to serve as named plaintiffs. On behalf
of the Plan and the Trust, I understand that a named plaintiff is a representative party who
acts on behalf of other class members in directing the litigation, and whose duties may
include testifying at deposition or trial.

5. Neither the Plan nor the Trust will accept any payment for serving as a
representative party beyond the Plan’s and Trust’s pro rata share of any recovery, except
reasonable costs and expenses, such as lost wages and travel expenses, directly related to |

the class representation, as ordered or approved by the Court pursuant to law.
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APR-22-2B18 13:49 WPM 8189915274 P.@a3

6. Neither the Plan nor the Trust have sought to serve or served as a
representative party for a class in an action under the federal securities laws within the
past three years.

7. 1 understand that this is not a claim form, and that the Plan’s and Trust’s
ability to share in any recovery as a class member is not affected by the decision to serve
as a representative party.

8. The Plan’s and Trust’s purchases and sales of Lehman Brothers securities
during the relevant time period are listed in Attachment A to this document.

9. I declare under penalty of perjury that the foregoing is true and correct,

Executed this o%-2day of April, 2010

Fred H. Mandell, as Trustee for
the Plan and the Trust
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ATTACHMENT A

FRED H. MANDELL

Account: MANDELL & SHORR INC. DEFINED BENEFIT PENSION PLAN

TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES NOTE/UNIT SELL
100% Principal Protection Notes
3/23/2007 Linked to a Global Index Basket 1,650 $10.00 Bought
Return Optimization Securities
12/21/2007 with Partial Protection Linked to 2,700 $10.00 Bought
the S&P 500® Index
Autocallable Optimization
2/6/2008 Securities with Contingent 3,000 $10.00 Bought
Protection Linked to the S&P 500
Financials Index

Account: THE FRED H. MANDELL LIVING TRUST DTD 8/19/93

with Partial Protection Linked to
the S&P 500® Index

TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES NOTE/UNIT SELL
2/26//2008 Return Optimization Securities 1,100 $10.00 Bought
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CERTIFICATION OF THE MONTGOMERY COUNTY RETIREMENT BOARD
PURSUANT TO THE FEDERAL SECURITIES LAWS

I, Diane Morgan, on behalf of the Montgomery County Retirement Board (“Montgomery
County” or “Plaintiff”), hereby certify, as to the claims asserted under the federal securities laws,
that:

l. [ am County Controller of Montgomery County and am authorized to make legal
decisions on behalf of Plaintiff.

2. Montgomery County has full power and authority to bring suit to recover for
investment losses suffered as a result of its investments.

3. Montgomery County has reviewed the Third Amended Complaint and has
authorized its filing by Barroway Topaz Kessler Meltzer & Check, LLP.

4, Montgomery County did not purchase the securities that are the subject of this
action at the direction of counsel or in order to participate in any action arising under the federal
securities laws.

5. Montgomery County is willing to serve as a representative party on behalf of the
Class, including providing testimony at deposition and trial, if necessary.

6. Montgomery County’s transactions in Lehman Brothers securities during the
period covered by the Third Amended Complaint are set forth in Schedule A attached hereto.

7. ,Montgomery County is currently serving as representative party for a class action
filed under the federal securities laws during the three years prior to the date of this Certification

in In re Pilgrim’s Pride Corp. Sec. Litig., No. 08-419 (E.D. Tex.)
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8. Montgomery County has not otherwise sought 1o serve as a representative party
for a clags action filed under the federal securities laws during the three years prior to the date of
this Certification.

9. Montgomery County intends to actively monitor and vigorously pursue this action
for the benefit of the class, and it has retained the law firm of Barroway Topaz Kessler Meltzer
& Check, LLP which has extensive experience in securities litigation and in the representation of
institutional investors, to represent Plaintiff in this action.

10. Montgomery County will endeavor to provide fair and adequate representation
and work directly with the efforts of Class counse! to ensure that the largest recovery for the
Class consistent with good faith and meritorious judgment is obtained

1t Montgomery County will not accept any payment for serving as a representative
party on behalf of the Class beyond Plaintiff's pro rata share of any recovery, except such
reasonable costs and expenses {including lost wages) directty relating to the representation of the
Class, as ordered or approved by the court.

1 declare under penalty of perjury that the foregoing is true and correct.

Executed thisAA_day of April, 2010

’éj(lt’fﬁ&’/ ) {f'éw\ /

Diane Morgan
County Controller
Montgomery County Retirement Board
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SCHEDULE A
Transaction

Purchase Type of Amount Price of

Date or Sale Securities (in dollars) Securities
7/12/2007 Purchase Sub Nt 6.5% 345,000 99.826
8/3/2007 Purchase Sub Nt 6.5% 50,000 98.269
4/10/2008 Purchase Sub Nt 6.5% 45,000 99.261
7/23/2007 Sale Sub Nt 6.5% 345,000 98.388
7/16/2007 Purchase MTN 6% 30,000 100.093
7/23/2007 Purchase MTN 6% 345,000 99.676
8/23/2007 Purchase MTN 6% 90,000 99.621
7/31/2007 Sale MTN 6% 170,000 100.485

8/28/2007 Sale MTN 6% 265,000 100.176
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Barbara Moskowitz, declare the following as to the claims asserted, or to be
asserted, under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers and directo;s of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel in this action for all purposes.

2. I did not acqmre any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. | I ar wﬂhng to serve as a named plaintiff. I understand that a named
plaintiff is a represcntauvc party who acts on behalf of other class members in directing
the litigation, and whose dut:es may mclude testlﬁrmg at deposmon or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages aud travel expenses, d1recﬂy related to the class representation, as ordéred or
approved by the Court pursuant to law.

5. I have not soilght to serve or ;efved as a representative party for a class in
an action under the federal securities Iaws within the past three years.

6. I understand that this is not a clalm form and that my ability to share in
any recovery as a class member is not affected by my decision to serve as a representative

7 My purcl;asés and sélc§ of Lehmaanthers securities during the relevant

time period are listed in Attachment A to this document. =




Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 142 of 215°

8. I declare under penalty of perjury that the foregoing is true and correct.

.7@/%4 _ )%/Kﬁ@w%_
Barbara Moskowitz

Executed this _ﬁi day of April, 2010
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BARBARA MOSKOWITZ
ATTACHMENT A
TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES | NOTE/UNIT SELL
3/26/2008 100% Principal Protection 2,000 $10.00 Bought
Absolute Return Barrier Notes
Linked to the Russell 2000® Index
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Stacey Oyler, declare the following as to the claims asserted, or to be asserted,
under the federal securities laws:

1. I have reviewed the complaint against the officers and directors of
Lehman Brothers Holdings, Inc., among others, prepared by Girard Gibbs LLP, whom I
designate as my counsel in this action for all purposes.

2. I did not acquire any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in
any recovery as a class member is not affected by my decision to serve as a representative
party.

7. My purchases and sales of Lehman Brothers securities during the relevant

time period are listed in Attachment A to this document.
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8. I declare under penalty of perjury that the fosegoing is true and correct.

Executed this ,ﬁﬁgy of April, 2010 ﬁ
S Stacey Oyﬁ
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STACEY OYLER
ATTACHMENT A
TRADE NUMBER OF | PRICEPER | BUYOR
DATE SECURITY SHARES NOTE/UNIT SELL
Lehman Brothers Holdings Inc.,
612007 | F e e Noten, Setos 5,000 $10.00 Bought
Due 6/15/27
CUSIP 52517P2S9
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CERTIFICATION OF GASTROENTEROLOGY ASSOCIATES PROFIT SHARING
TRUST FBO CHARLES M. BROOKS M.D.

1, J. Bemey Pickle, Trustee, certifies that:
Hars

1. Oh behalf of the Gastroenterology Associates Profit Sharing Trust FBO Charles
M. Brooks M.D. (the “Trust”) I have reviewed the complaint in Azpiazu v. UBS Financial
Services, Inc., Case No. 1:08-CV-10058-LAK (S.D.N.Y.) and authorize the filing of a lead
plaintiff motion and filing of a complaint on behalf of the Trust.

2. The Trust did not purchase or acquire the security that is the subject of this action
at the direction of plaintiff’s counsel or in order to participate in any private action under the
federal securities laws.

3. The Trust is willing to serve as a representative party on behalf of the class,
including providing testimony at deposition and trial, if necessary.

4. The Trust's transactions in the security that is the subject of this action during the
class period are as follows:

TRANSACTIONS

BUY SELL TRADE DATE PRICE TOTAL

5,000 02/26/08 $10.00 $50,000.00

LB 100% Prineipal
Protection Notes
linked to an Asian
Currency Basket
due February 26,
2010.

3,000 03/26/08 $10.00 $30,000.00

LB Return
Optimization Sec-
PP Emerging
Markets Index due
September 30, 2009
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5. During the three years preceding the date of this certification, the Trust has not
sought to serve or served as a representative party on behalf of a class.

6. The Trust will not accept any payment for serving as a representative party on
behalf of a class, except to receive its pro rata share of any recovery or as ordered or approved
by the Court, including the award to a representative of reasonable costs and expenses (including
lost wages) directly relating to the representation of the class.

1, J. Heasy Pickle, Trustee, certify that the foregoing is true and correct.
farr,

Dasts Deceinbor-L-t5 mc‘f’f’éﬂf’ Q Qm&)wﬁ\ﬁqu

71 : ;
J. He&' Pickle, Trustee
S
Gastroenterology Assgciates Profit Sharing Trust
FBO Charles M. Brooks M.D,
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

I, Steven Ratnow, (“Plaintiff”) certify:

1. I have reviewed the complaint and authorized its:filing on behalf of
Plaintiff. Plaintiff retains James V. Bashian of the Law Offices of James V. Bashian, P.C. to

pursue such action on a contingent fee basis.

2, Plaintiff did not purchase or acquire thi¢ securities that are the subject of
this action at the direction of plaintiff's counsel or in order to participate in any private action

arising under the Federal securities laws.

3. Plaintiff is willing to serve as a representative party on behalf of a class,
including providing testimony at deposition and trial, if necessary. Plaintiff understands that if
the litigation is not settled, this is not a claim form, and sharing in any recovery is not dependent

upon execution of this certification.

4, The following constitute Plaintiff’s transactions in the security that is the

subject of this litigation during the class period set forth in the complaint:

TRANSACTIONS
Steven Ratnow Keogh
PRODUCT . DATE NOTES AMOUNT OF Price Per Note
"PURCHASED PURCHASED TRANSACTION
Lehman Brothers April 21, 2008 | 25 25,000 1,000
Medium Term Note
Due 4/21/2023
cusip 5252m0fa0
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5. Plaintiff has not served as or sought to serve a5 a reproscmiative party on
behalf of a class under this title during the last three years.

6. 1'will ot sccept zuy payipent for serving asa representative party, except
{0 receive my ;Sro rata share of 2ay recovery or as ordered or approved by ihe cuurt inciudiug T
award w a representative of reasonable costs mmd expenses (including fost wages) directly

relating to the representation of the class.

Tné foregoing are, to the best of my knowledge end belief, true aud ¢orrect

 stetemets,

Dated: New York, New York

- ,2009 o ZK/

AEYE RATNOW

13
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CERTIFICATION OF NAMED PLAINTIFF
PURSUANT TO FEDERAL SECURITIES LAWS

I, Sydney Ratnow, (“Plaintiff”) certify:

1. I have reviewed the complaint and authorized its filing on behalf of
Plaintiff, Plaintiff retains James V. Bashian of the Law Offices of James V. Bashian, P.C. to

pursue such action on a contingent fee basis.

2. Plaintiff did not purchase or acquire the securities that are the subject of
this action at the direction of plaintiff's counsel or in order to participate in any private action

arising under the Federal securities laws.

3. Plaintiff is willing to serve as a representative party on behalf of a class,
including providing testimony at deposition and trial, if necessary. Plaintiff understands that if
the litigation is not settled, this is not a claim form, and sharing in any recovery is not dependent

upon execution of this certification.

4, The following constitute Plaintiff's transactions in the security that is the

subject of this litigation during the class period set forth in the complaint:

TRANSACTIONS
Sydney Ratnow
! PRODUCT DATE NOTES AMOUNT OF Price Per Note
i PURCHASED PURCHASED TRANSACTION
|
Lehman Brothers XLF | May 2, 2008 20 20,000 1,000
Note Due 5/8/2009

cusip 5252m0{x3

[N
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5. Plaiatiff has not served as or sought to serve as a represeriiative party on
behalf of a class under this title during the last three years.

& I will not accept zay payment for serving as 2 represcmative pgrty, except
10 reseive my pro rata share of any recovery or as ordered or approved by the comt inchading the
swrard to & representative of reasonable costs and expenses (inctuding lost wages) directly
relating to the representation of the class,

The foregoing are, to the best of my knowledge and beltef, trae and correct

statements.

Dated: New York, New Yok
2fre- 52009
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FEB-03-2009{TUE) 13:1D Ralph M Rosato MD,FACS {FRX)7725649214 P. 0067007

RALPH M. ROSATO. M.D. CERTIFICATION

1, Ralph M, Rosato, M.D., deelare that;

1, 1 have reviewed the amended complaint in Azpiczu v, UBS Financial Services,
Inc.,, Case No, 1:08-CV-10058-LAK (S.DN.Y.) and have rctained Zwerling, Schachter &
Zwerling LLP to represent me in connection therewith and in related ktigation in connection
with the securities that arc sct forth in this certification.

2. I did not purchase or acquire the security that is the subject of this action at the ‘
direction of plaintifi*s counsel or in order to participate in any private action under the federal
;.sccuritics laws.

3. I am willing to serve as a representative party on behalf of the class, including
providing testimony at deposition and trial, if necessary.

4. My transactions in the security that is the subject of this action during the class

period are as follows:

TRANSACTIONS

BUY . SELL TRADE DATE PRICE TOTAL

5,000 7/26/07 $10 $50,000

LB PERFRM SEC-
PP GLOBAL
INDEX BASKET
07/30/2010

2,000 6/11/08 510 $20,000

LE 100% PPN-
ABS RTN
EUR/USD
07/29/2011
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FEB~03-2009(TUE) 13:10 Raiph M Rosato MD, FRCS (FAX) 7725649214 P. 0077007

5. During the three years preceding the date of this certification, I have not sought to
serve or served as a representative party on behalf of a class,

6. I will not accept any payment for setving as a representative party on behaif of a
class, cxeept to teceive my pro rata share of any recovery or as ordered or approved by the
Court, including the award to a representative of reasonable costs and expenses (including lost
wages) directly relating to the representation of the class,

L, Ralph M. Rosato, M.D., certify that the foregoing istrue and correct.

Datcd: Fcbruary j » 2009

?&ﬂb‘ﬁ M. Rosato, M.D,
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Lawrence Rose, declare the following as to the claims asserted, or to be
asserted, under the federal securities laws:

1. 1 have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc.,, among others, prepared by
Girard Gibbs LLP, whom 1 designate as my counsel in this action for all purposes. At
this time, I adopt the allegations in the complaint.

2, 1 have not acquired any Lehman Brothers securities at the direction of
Girard Gibbs LLP or in order to participate in any private action under the federal
securities laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in

any recovery as a class member is not affected by the decision to serve as a representative

party.



Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 156 of 215

7. My purchases and sales of Lehman Brothers securities during the relevant
time period are listed in Attachment A to this document.

8. I declare under penalty of perjury that the foregoing is true and correct.
Executed this %of April, 2010

L ce Rose
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LAWRENCE ROSE
ATTACHMENT A
TRADE NUMBER OF | PRICEPER | BUY OR
DATE SECURITY SHARES NOTE/UNIT SELL
4/23/2007 100% Principal Protection Callable 150,000 $1.00 Bought

Spread Daily Accrual Notes with
Interest Linked to the Spread
between the 30-year and the 2-year
Swap Rates

5/24/2007 100% Principal Protection Notes 10,000 $10.00 Bought
Linked to a Currency Basket

11/27/2007 | Return Optimization Securities 20,000 $10.00 Bought
with Partial Protection Linked to
the S&P 500® Index

1/25/2008 100% Principal Protection Callable 100,000 $1.00 Bought

Spread Daily Accrual Notes with
Interest Linked to the Spread
between the 30-year and the 2-year
Swap Rates
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Joe Rottman, declare the following as to the claims asserted, or to be asserted,
under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel in this action for all purposes. At
this time, I adopt the allegations in the complaint.

2. I did not acquire any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in

any recovery as a class member is not affected by my decision to serve as a representative

party.
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Apr 10 10 01:52p p-5

7. My purchases and sales of Lehman Brothers securities during the relevant
time period are listed in Attachment A to this document.

8. I declare under penalty of perjury that the foregoing is true and correct,

Q

Executed this 7 _ day of April, 2010,

Motimar
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JOE ROTTMAN
ATTACHMENT A
TRADE NUMBER OF | PRICEPER | BUYOR
DATE SECURITY SHARES NOTE/UNIT SELL

Autocallable Optimization
Securities with Contingent
Protection Linked to the S&P 500
Financials Index

2/5/2008 3,000 $10.00 Bought
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

Shea-Edwards Limited Partnership (“Shea-Edwards™), by and through its
Managing Member, Edwards Family Properties of Arizona, Inc,, declares the following
as to the claims asserted, or to be asserted, under the federal securities laws:

1. Shea-Edwards has reviewed the complaint against UBS Financial Services
and the officers and directors of Lehman Brothers Holdings, Inc., among others, prepared
by counsel, whom Shea-Edwards designates as its counsel in this action for all purposes.

2. Shea-Edwards did not acquire any T.ehman Brothers securities at the
direction of Girard Gibbs LLP, Tiffany & Bosco, P.A., any other counsel, or in order to
participate in any private action under the federal securities laws.

3. Shea-Edwards is willing to serve as a named plaintiff. Shea-Edwards
understands that a named plaintiff is a representative party who acts on behalf of other
class members in directing the litigation, and whose duties may include testifying at
deposition or trial.

4, Shea-Edwards will not accept any paymcht for serving as a representative
party beyond its pro rata share of any recovery, except reasonable costs and expenscs,
such as lost wages and travel expenses, directly related to the class representation, as
ordered or approved by the Court pursuant to law.

5 Shea-Edwards has not sought to serve or served as a representative party
for a class in an action under the federal securities laws within the past three years.

6. Shea-Edwards understands that this is not a claim form, and that its ability
to share in any recovery as a class member is not affected by its decision to serve as a

representative party.
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7. Shea-Edwards’ purchases and sales of Lehman Brothers securities during
the relevant time period are listed in Attachment A 1o this document.
8. Shea-Edwards declares under penalty of perjury that the foregoing ig true

and ¢orrect.

Executed this 3/ day of April, 2010

<

Shea-Ehwards Lipfited Partoership

By its Managing Membcr Edwards Family
Properties of Arizona, Inc.,

By its CEO Suzanne Tohnson

Shea-Edwards Limited Partnership

By its Managing Member Edwards Family
Properties of Arizona, Inc.,

By its President Phyllis LoDestro
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7. Shea-Edwards’ purchases and sales of Lehman Brothers Securities during
the relevant time petiod are listed in Attachment A 1o this document.
8. Shea-Edwards declares under penalty of perjury that the foregoing is true

and correct.

Executed this _’%1 day of April, 2010

Shea-Edwards Limited Partnership

By its Managing Member Edwards Family
Properties of Arizona, Ine.,

By its CEO Suzanne Johnson

; ) \ @::‘—-—w»w_\
Sheafzrfar&'ﬁimibed Partnership
By jts'Managing Member Edwards Family

Properties of Arizopa, Inc.,
By its President Phyllis LoDestra

]
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Attachment A

Schedule of Transactions in
LB 100% PPN-ABS RTN BAR (CUSIP: 52522L525)

Date P Quantil s
01/28/08 Buy 30,000 300,000

Schedule of Transactions in
LB RTN OPTMZ SEC-PP, S&P 500 (CUSIP: 52522L.806)

LYB Quaiti  Total Cost
03/26/08 | Buy 20.000 200,000

Schedule of Transactions in
LB BEAR AQOS ENERGY SECTOR SPDR FUND (CUSIP: 525221L.871)

Tt _ Qi otaliCostrs 00
03/26/08 v Buy 10,000 v 100,000

L2
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Arthur Simons, declare the following as to the claims asserted, or to be asserted,
under the federal securities laws:

1. I have réviewed the complaint against UBS Financial Services and the
ofﬁcers ‘and directors of Lehman. Brothers Holdings, Inc., among others, and have
retained Zwerling, Schachter & Zwerlibng, LLP (“ZSZ”) to represent me in connection
therewith and in related litigation in connection with the securities that are sef forth in

~this péﬁiﬁcation.

2. 1 didv not acquire any Lehman Brothers securities at the direction of ZSZ or
1n 'order to participate in aﬁy i)rivate action under the federal securities laws.

3. I am willing to serve as a named plaintiff. I understand that a named -

: plaintiff is a representative partyA who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying af deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs ahd expensés, such as lost
wages and travel expenses, directly related to the class representation, as ordered or

~ approved by the Court pursuént to law.

5. I have ﬁot sought to seﬁe or served as a representative party for a classin

* an action under the federal securities laws within the past three years.
A6. I understand that this is not a claim form, and that my _ability to share in

any recovery as a class member is not affected by my decision to serve as a representative

party.
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7. My purchases and sales of Lehman Brothers securities ‘durin‘g the relevant

time period are as follows:

TRADE DATE BUY . SELL | TOTAL PRICE

1026/07 Return Optimization

- | Securities Linked to an $50,000
Index
{CUSTP: 525221.319) )
Return Optimization | ,
10726107 Securities Linked to an : ' $.50‘000
Index

(CUSIP: 525221.335)

8. I declare under penalty of perjury that the foregoing is true and correct.

* Executed this ___-day of April, 2010 / . 25 P

Arifor Simons
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p.1 _

AMENDED CERTIFICATION OF NAMED PLAINTIFF
FE SECURITIES

L, Fred Telling, individually and on behalf of Fred Telling IRA , (“Plaintiff”)
certify;

1. 1 have reviewed the Third Amended Consolidated Class action Complaint For
Violations Of The Federal Securities Laws (“Complaint™) in 1 re Lehmar Brothers Equity/Debt
Securities Litigation, 08 Clv, 5523 (LAK), and authorized its filing.

2, Plaintiff did s10t purchase or acquire the securities thiat are the subject of
this action at the direction of plaintiffs counsel or in order to participate in any private action

arising under the Federal securities Jaws,

3. Plaintiff is willing to serve as a represeniative party on behalf of a class,
including providing testimony at deposition and trial, if necessary. Plaintiff understands that if
the litigation is not settled, this is not a claim form, and sharing in any recovery is not dependeat

upon execution of this certification.

4, The following constitute Plaintiff's transactions in the security that is the
subject of this litigation during the class period set forth in the complaint;

ION:
Fred Telling Ira
PRODUCT DATE NOTES AMOUNT OF | Price Per Note
PURCHASED | POURCHASED | TRANSACTION
Lehman Brothers July 31, 2007 300,000 100
Holding, Inc, Currency
Basket Due
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p.2

. ——— e

97/31/2010
Cus. # 524908k25
IRANSACTIONS
Fred Telling
" PRODUCT DATE NOTES AMOUNT OF | Price Per Nato
PURCHASED | PURCHASED TRANSACTION |
Lefman Brothers February 20, " 350,000 100
Holding, Inc. 2008 :
Buffered Return Note
due 2/22/10
Cus. # 5252modh7

5, Plaintiff has not served as or sought to serve as a representative party on

behalf of a class under this title during the last three years.

6. I will not accept any payment for serving as a representative party, except
to receive my pro rata share of any recovery or as ordered or approved by the court including the
awaxd to a representative of reasonable costs and expenses (including lost wages) directly

relating to the representation of the class,
The foregoing are, to the best of my knowledge and belief, true and correct

statements.

Dated: New York, New York
April 20, 2010

Fouet Cetlmy

Fred Telling /
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

1, Juan Tolosa, declare the following as to the claims asserted, or to be asserted,
‘under the federal securities laws:

1. T have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, and have
retained Zwerling, Schachter & Zwerling, LLP (“ZSZ”) to represent me in connection
therewith and in related _litigatién in conniection with the securities that are set forth in
j:his, certification .

2, 1-did not-acquire afiy Lehman Brothers Securities-at the direction of ZSZ or
in order to participate in-any private action under the federal securities laws.

3. I am willing to serve és a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other-class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4, I will not accept any paymerit for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court 'ﬁursuant'to law,

5. I'have r;c;t s'ouéht‘ to serve or served as a representative party for a class in

»  anactionunder the federal secutities laws within the past three years.

6. T understand that this is not a claim form, and that my ability to share in

amny recovery as a class member is not affected by my decision to serve as a representative

party.
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7. My purchases and sales of Lehman Brothers securities during the relevant

time period are as follows:

TRADE DATE BUY SELL TOTAL PRICE

0/25/07 Performance Securities
with Partial Protection $30,000
Linked-to 2 Global
Index Basket
(CUSIP: 525221.244)
100% Principal
1012507 Protection Notes linked $52,72129
to an Asian Currency
Basket due October 29,
2009,
(CUSIP: 52520W341)

8. I declare under penalty of perjury that the foregoing is trug and correct.

Executed this 4o day of April, 2010

o

Juan T, Ibsa




Case 1:09-md-02017-LAK Document 807-1 Filed 03/08/12 Page 171 of 215

CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Roy Wiegert, declare the following as to the claims asserted, or to be asserted,
under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel in this action for all purposes.

2. I did not acquire any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in
any recovery as a class member is not affected by my decision to serve as a representative
party.

I

1/
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p.2

7. My purchases and sales of Lehman Brothers securities during the relevant
time period are listed in Attachment A to this document.

8. 1 declare under penalty of perjury that the foregoing is true and correct,

17
Executed this ;ﬁ day of April, 2010
MMDDL

Roy W egaxt

[
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ROY WIEGERT
ATTACHMENT A
TRADE NUMBER OF PRICE PER BUY OR
DATE SECURITY SHARES | NOTE/UNIT SELL
Performance Securities with Partial
3/23/2007 Protection Linked to a Global 5,000 $10.00 Bought
Index Basket
Performance Securities with Partial
4/24/2007 Protection Linked to a Global 2,500 $10.00 Bought
Index Basket
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

I, Miriam Wolf, declare the following as to the claims asserted, or to be asserted,
under the federal securities laws:

1. I have reviewed the complaint against UBS Financial Services and the
officers and directors of Lehman Brothers Holdings, Inc., among others, prepared by
Girard Gibbs LLP, whom I designate as my counsel in this action for all purposes. At
this time, I adopt the allegations in the complaint.

2. I did not acquire any Lehman Brothers securities at the direction of Girard
Gibbs LLP or in order to participate in any private action under the federal securities
laws.

3. I am willing to serve as a named plaintiff. I understand that a named
plaintiff is a representative party who acts on behalf of other class members in directing
the litigation, and whose duties may include testifying at deposition or trial.

4. I will not accept any payment for serving as a representative party beyond
my pro rata share of any recovery, except reasonable costs and expenses, such as lost
wages and travel expenses, directly related to the class representation, as ordered or
approved by the Court pursuant to law.

5. I have not sought to serve or served as a representative party for a class in
an action under the federal securities laws within the past three years.

6. I understand that this is not a claim form, and that my ability to share in

any recovery as a class member is not affected by my decision to serve as a representative

party.
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2010-04-06 10:18

7.

»» 4159814846

My purchases and sales of Lehman Brothers securities during the relevant

time period are listed in Attachment A 1o this document,

8.

I declare under penalty of perjury that the foregoing is true and correct.

Executed this _{» day of April, 2010 (/\) CQJ
U\La./W\

‘Miriam Wolf

P 3/8
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MIRIAM WOLF

ATTACHMENT A

NUMBER OF PRICE PER BUY OR

TRADE
DATE SECURITY SHARES NOTE/UNIT SELL
2/26/2008 100% Principal Protection Callable 75,000 $1.00 Bought

Spread Daily Accrual Notes with
Interest Linked to the Spread
between the 30-year and the 2-year
Swap Rates
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APPENDIX A

COMMON STOCK/PREFERRED STOCK OFFERINGS

FALSE AND MISLEADING PLAINTIFFS
ISSUE DATE SECURITY AMOUNT PRICE VOLUME UNDERWR'TE? DOCUMENTS INCORPORATED
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
June 9, 2008 [Common 143 million $28 per  |$4,004,000,000 June 12, 2007 Form 8-K Brockton Contributory
Stock shares of share July 10, 2007 Form 10-Q Retirement System;
(524908100) |common stock September 18, 2007 Form 8-K | The City of Edinburgh
October 10, 2007 Form 10-Q Council on behalf of The
December 13, 2007 Form 8-K Lothian Pension Fund;
January 29, 2008 Form 10-K Government of Guam
March 18, 2008 Form 8-K Retirement Fund;
April 8, 2008 Form 10-Q Inter-Local Pension Fund
June 9, 2008 Form 8-K of the Graphic
Communications
Conference of the
International Brotherhood
of Teamsters;
Northern Ireland Local
Government Officers’
Superannuantion
Committee;
Operating Engineers Local
3 Trust Fund;
Police and Fire Retirement
System of the City of
Detroit;
Alameda County
Employees’ Retirement
Association
1w

Underwriter Defendants” refers to: A.G. Edwards & Sons, Inc. (Acquired by Wachovia Securities on October 1, 2007 which was acquired by Wells Fargo on
December 31, 2008) ("A.G. Edwards"); ABN Amro Holding N.V. (Acquired by RFS Holdings B.V.) (“ABN Amro”); ANZ Securities, Inc. (“ANZ”); Banc of
America Securities LLC (“BOA”); BBVA Securities Inc. (“BBVA”); BNP Paribas S.A. (“BNP Paribas”); BNY Mellon Capital Markets, LLC (“BNY™); Cabrera
Capital Markets, LLC (“Cabrera™); Caja de Ahorros y Monte de Piedad de Madrid (“Caja Madrid”); Calyon Securities (USA) Inc. ("Caylon"); Charles Schwab &
Co., Inc. (“Charles Schwab”); CIBC World Markets Corp. (“CIBC”); Citigroup Global Markets Inc. (“CGMI”); Commerzbank Capital Markets Corp.
(“Commerzbank™); Daiwa Capital Markets Europe Limited (f/k/a Daiwa Securities SMBC Europe Limited) (“Daiwa”); DnB NOR Markets (“DnB NOR”); DZ
Financial Markets LLC (“DZ Financial”); Edward D. Jones & Co., L.P. (“E. D. Jones”); Fidelity Capital Markets Services (“Fidelity Capital
(footnote continued on next page)
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APPENDIX A
FALSE AND MISLEADING PLAINTIFFS
SECURITY UNDERWRITER
ISSUE DATE AMOUNT PRICE VOLUME 1 DOCUMENTS INCORPORATED
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
February 5, [7.95% Non-  [75.9 million $25 per $1,897,500,000 |BOA (8,039,988 June 12, 2007 Form 8-K American European
2008 Cumulative depositary Series J shares)? July 10, 2007 Form 10-Q Insurance Company;
(the “Series J|Perpetual shares depositary CGMI (8,112,456 September 18, 2007 Form 8-K | Belmont Holdings Corp.;
Offering™) |Preferred representing share, or shares) October 10, 2007 Form 10-Q Brockton Contributory
Stock, Series J |759,000 Series J |$2,500 per Merrill Lynch December 13, 2007 Form 8-K | Retirement System;
(the “Series J  |Shares Series J (8,040,120 shares)  |January 29, 2008 Form 10-K Marsha Kosseff;
Shares”) Share Morgan Stanley Alameda County
(52520W317) (8,039,988 shares) Employees’ Retirement
RBC Capital Association
(990,000 shares)
SunTrust (990,000
shares)
UBS Securities
(8,039,988 shares)
Wachovia Capital
Markets (8,039,988
shares) Wells Fargo
(990,000 shares)
(continued)

Markets™”); Fortis Securities LLC ("Fortis™); Harris Nesbitt Corp. (“Harris Nesbitt”); HSBC Securities (USA) Inc. (“HSBC”); HVB Capital Markets, Inc.
(“HVB™); Incapital LLC (“Incapital™); ING Financial Markets LLC (“ING”); Loop Capital Markets, LLC (“Loop Capital”); M.R. Beal & Company (“MR Beal™);
Mellon Financial Markets, LLC (“Mellon”); Merrill Lynch, Pierce, Fenner & Smith Inc. (“Merrill Lynch”); Mizuho Securities USA, Inc. (“Mizuho™); Morgan
Stanley & Co. Inc. (“Morgan Stanley”); Muriel Siebert & Co., Inc., (“Muriel Siebert”); nabCapital Securities, LLC (“nabCapital”); National Australia Bank Ltd.
(NAB); Natixis Bleichroeder Inc. (“Natixis”); Raymond James & Associates, Inc. (“Raymond James”); RBC Capital Markets Corporation (f/k/a RBC Dain
Rauscher Inc.) (“RBC Capital”); RBS Greenwich Capital ("RBS Greenwich™); Santander Investment Securities Inc. (“Santander”); Scotia Capital (USA) Inc.
(“Scotia™); SG Americas Securities LLC (“SG Americas™); Siebert Capital Markets (“Siebert”); Société Générale Corporate and Investment Banking ("Société
Geénérale "); Sovereign Securities Corporation, LLC (“Sovereign™); SunTrust Robinson Humphrey, Inc. (“SunTrust”); TD Securities (USA) LLC (“TD
Securities”); UBS Investment Bank ("UBS Investment™); UBS Securities LLC (“UBS Securities”); Utendahl Capital Partners, L.P. (Acquired by Williams Capital
Group, L.P. on or about Jan. 10, 2010) (“Utendahl”); Woachovia Capital Finance (Acquired by Wells Fargo Securities, LLC on Dec. 31, 2008 ) ("Wachovia
Capital™); Wachovia Securities (Acquired by Wells Fargo Securities on Dec. 31, 2008) (“Wachovia Securities™); Wells Fargo Securities, LLC (“Wells Fargo”);
Williams Capital Group, L.P. (“Williams Capital”). Where Lehman served as an underwriter, it does not appear on this table.

2 The shares sold by each Underwriter Defendant in the Series J Offering reflect the 66 million depositary shares sold in the initial offering. On information and
belief, each underwriter sold an equivalent percentage of the additional shares sold pursuant to the over-allotment.
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FALSE AND MISLEADING

PLAINTIFFS

SECURITY UNDERWRITER
ISSUE DATE AMOUNT PRICE VOLUME 1 DOCUMENTS INCORPORATED
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
ABN Amro (274,956
shares)
BNY (274,956
shares)
Charles Schwab
(274,956 shares)
Fidelity Capital
Markets (274,956
shares)
HSBC (274,956
shares)
April 4,2008|7.25% Non- |4 million Series |$1,000 per |$4,000,000,000 June 12, 2007 Form 8-K Brockton Contributory
(the “Series |Cumulative P Shares Series P July 10, 2007 Form 10-Q Retirement System;
P Offering™) [Perpetual Share September 18, 2007 Form 8-K  |Palice and Fire Retirement
Convertible October 10, 2007 Form 10-Q System of the City of
Preferred December 13, 2007 Form 8-K | Detroit
Stock, Series P January 29, 2008 Form 10-K
(the “Series P March 18, 2008 Form 8-K
Shares”)
(52523J453)
June 12, 8.75% Non- |2 million Series |$1,000 per |$2,000,000,000 June 12, 2007 Form 8-K Police and Fire Retirement
2008 Cumulative Q Shares Series Q July 10, 2007 Form 10-Q System of the City of
(the “Series |Mandatory Share September 18, 2007 Form 8-K | Detroit
Q Offering”) [Convertible October 10, 2007 Form 10-Q
Preferred December 13, 2007 Form 8-K

Stock, Series Q
(the “Series Q
Shares™)
(52520W218)

January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K
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APPENDIX A
NOTES/BOND OFFERINGS?
UNDERWRITER DEFENDANTS FALSE AND MISLEADING PLAINTIFFS
SECURITY
IsSUE DATE (CUSIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
June 15, 2007 Medium-Term Notes, Series | $35,000,000 June 12, 2007 Form 8-K Stacey Oyler
|
(52517P2S9)
July 19, 2007 6% Notes Due 2012 $1,500,000,000 | Calyon ($30 million) June 12, 2007 Form 8-K Montgomery County
(52517P4C2) ING ($30 million) July 10, 2007 Form 10-Q Retirement Board
Mellon ($30 million)
Scotia ($30 million)
Williams Capital ($30 million)
July 19, 2007 6.50% Subordinated Notes $2,000,000,000 | Caja Madrid ($30 million) June 12, 2007 Form 8-K Brockton Contributory
due 2017 HSBC ($30 million) July 10, 2007 Form 10-Q Retirement System;
(524908R36) HVB ($30 million) Police and Fire
National ($30 million) Retirement System of the
Santander ($30 million) City of Detroit
Société Générale ($30 million)
July 19, 2007 6.875% Subordinated Notes | $1,500,000,000 | BBVA ($15 million) June 12, 2007 Form 8-K Brockton Contributory
Due 2037 BNY ($15 million) July 10, 2007 Form 10-Q Retirement System;
(524908R44) CGMI ($15 million) Police and Fire
RBS Greenwich ($15 million) Retirement System of the
RBC Capital ($15 million) City of Detroit;
SunTrust ($15 million) Alameda County
Employees’ Retirement
Association
July 31, 2007 100% Principal Protected $7,775,000 June 12, 2007 Form 8-K Fred Telling

Notes Linked to a Basket
Consisting of a Foreign
Equity Component and a
Currency Component
(524908K25)

July 10, 2007 Form 10-Q

% The “issue date” identified for the structured notes herein is the settlement date. The pricing date for the structured notes is typically a few days before the

settlement date.
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APPENDIX A
UNDERWRITER DEFENDANTS FALSE AND MISLEADING PLAINTIFFS
SECURITY
IsSUE DATE (CusIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
August 1, 2007 Partial Principal Protection $1,700,000 June 12, 2007 Form 8-K Stuart Bregman
Notes Linked to a Basket of July 10, 2007 Form 10-Q
Global Indices
(524908J92)
August 22, 2007 | Annual Review Notes with | $2,500,000 June 12, 2007 Form 8-K Irwin and Phyllis Ingwer
Contingent Principal July 10, 2007 Form 10-Q
Protection Linked to an Index
(52517P4Y4)
August 29, 2007 | Medium-Term Notes, Series | $1,000,000 June 12, 2007 Form 8-K Carla LaGrassa
| July 10, 2007 Form 10-Q
(52517P4T5)
September 26, 6.2% Notes Due 2014 $2,250,000,000 | ANZ ($22.5 million) June 12, 2007 Form 8-K Brockton Contributory
2007 (52517P5X5) BBVA ($22.5 million) July 10, 2007 Form 10-Q Retirement System

Cabrera ($22.5 million)
CGMI ($22.5 million)
Daiwa ($22.5 million)

DZ Financial ($22.5 million)
Harris Nesbitt ($22.5 million)
Mellon ($22.5 million)
Mizuho ($22.5 million)
Scotia ($22.5 million)
Sovereign ($22.5 million)
SunTrust ($22.5 million)
Utendahl ($22.5 million)
Wells Fargo ($22.5 million)

September 18, 2007 Form 8-
K
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APPENDIX A
UNDERWRITER DEFENDANTS FALSE AND MISLEADING PLAINTIFFS
SECURITY
IsSUE DATE (CusIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
September 26, 7% Notes Due 2027 $1,000,000,000 | ANZ ($10 million) June 12, 2007 Form 8-K Inter-Local Pension Fund
2007 (52517P5Y3) BBVA ($10 million) July 10, 2007 Form 10-Q of the Graphic
Cabrera ($10 million) September 18, 2007 Form 8- | Communications
CGMI ($10 million) K Conference of the
Daiwa ($10 million) International
DZ Financial ($10 million) Brotherhood of
Harris Nesbitt ($10 million) Teamsters;
Mellon ($10 million) Teamsters Allied Benefit
Mizuho ($10 million) Funds
Scotia ($10 million)
Sovereign ($10 million)
SunTrust ($10 million)
Utendahl ($10 million)
Wells Fargo ($10 million)
December 5, Medium-Term Notes, Series | $8,000,000 June 12, 2007 Form 8-K Francisco Perez
2007 | July 10, 2007 Form 10-Q
(5252M0AU1) September 18, 2007 Form 8-
K
October 10, 2007 Form 10-Q
December 7, Medium-Term Notes, Series | $3,000,000 June 12, 2007 Form 8-K Francisco Perez
2007 | July 10, 2007 Form 10-Q

(5252MOAW?7)

September 18, 2007 Form 8-
K
October 10, 2007 Form 10-Q
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APPENDIX A
UNDERWRITER DEFENDANTS FALSE AND MISLEADING PLAINTIFFS
SECURITY
IsSUE DATE (CusIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
December 21, 6.75% Subordinated Notes $1,500,000,000 | ABN Amro ($15 million) June 12, 2007 Form 8-K Brockton Contributory
2007 Due 2017 ANZ ($15 million) July 10, 2007 Form 10-Q Retirement System;
(5249087M6) BBVA ($15 million) September 18, 2007 Form 8- | Inter-Local Pension Fund
BNY ($15 million) K of the Graphic
CGMI ($15 million) October 10, 2007 Form 10-Q | Communications
CIBC ($15 million) December 13, 2007 Form 8-K | Conference of the
HSBC ($15 million) International
HVB ($15 million) Brotherhood of
Mizuho ($15 million) Teamsters
Santander ($15 million)
Scotia ($15 million)
Siebert ($15 million)
SunTrust ($15 million)
Wachovia Securities ($15
million)
Wells Fargo($15 million)
December 28, Medium-Term Notes, Series | $32,000,000 June 12, 2007 Form 8-K Island Medical Group PC
2007 | July 10, 2007 Form 10-Q Retirement Trust f/b/o
(5252M0AY3) September 18, 2007 Form 8- | Irwin Ingwer;
K Stuart Bregman;
October 10, 2007 Form 10-Q | Irwin and Phyllis Ingwer;
December 13, 2007 Form 8-K | Robert Feinerman
January 22, 2008 |5.625% Notes Due 2013 $4,000,000,000 | BBVA ($40 million) June 12, 2007 Form 8-K Brockton Contributory

(5252M0BZ9)

BNP Paribas ($40 million)
CGMI ($40 million)
Commerzbank ($40 million)
Daiwa ($40 million)

Fortis ($40 million)

ING ($40 million)

Mellon ($40 million)

MR Beal ($40 million)
Natixis ($40 million)

SG Americas ($40 million)
SunTrust ($40 million)
Wells Fargo ($40 million)

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K

Retirement System;
Police and Fire
Retirement System of the
City of Detroit
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APPENDIX A
UNDERWRITER DEFENDANTS FALSE AND MISLEADING PLAINTIFFS
SECURITY
IsSUE DATE (CusIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
January 30, 2008 | Medium-Term Notes, Series | $28,000,000 June 12, 2007 Form 8-K Irwin and Phyllis Ingwer;
| July 10, 2007 Form 10-Q Robert Feinerman
(5252M0BX4) September 18, 2007 Form 8-
K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 5, 2008 | Lehman Notes, Series D $43,895,000 A.G. Edwards June 12, 2007 Form 8-K John Buzanowski
(52519FFES6) BOA July 10, 2007 Form 10-Q
Charles Schwab September 18, 2007 Form 8-
CGMI K
E. D. Jones October 10, 2007 Form 10-Q
Fidelity Capital December 13, 2007 Form 8-K
Incapital January 29, 2008 Form 10-K
Morgan Stanley
Muriel Siebert
Raymond James
RBC Capital
UBS Investment
Wachovia Securities
February 14, Medium-Term Notes, Series | $14,600,000 June 12, 2007 Form 8-K Irwin and Phyllis Ingwer
2008 | July 10, 2007 Form 10-Q
Principal Protected Notes September 18, 2007 Form 8-
Linked to MarQCuS K
Portfolio A (USD) Index October 10, 2007 Form 10-Q
(5252M0DKO0) December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 20, Buffered Return Enhanced $2,325,000 June 12, 2007 Form 8-K Fred Telling;
2008 Notes Linked to the Financial July 10, 2007 Form 10-Q Stuart Bregman;

Select Sector SPDR Fund
(5252MODH7)

September 18, 2007 Form 8-

K

October 10, 2007 Form 10-Q

December 13, 2007 Form 8-K
January 29, 2008 Form 10-K

Irwin and Phyllis Ingwer;

Robert Feinerman
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APPENDIX A

IsSUE DATE

SECURITY
(cusip)

VOLUME

UNDERWRITER DEFENDANTS
(EXTENT OF PARTICIPATION)

FALSE AND MISLEADING
DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS

PLAINTIFFS

February 27,
2008

Medium-Term Notes, Series
|
(5252M0CQ8)

$15,000,000

June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K

Irwin and Phyllis Ingwer

March 13, 2008

Medium-Term Notes, Series
|
(5252MOEH®6)

$23,000,000

June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K

Robert Feinerman

April 21, 2008

Medium-Term Notes, Series
|
(5252MOEY9)

$13,000,000

June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q

Francisco Perez

April 21, 2008

Medium-Term Notes, Series
|
(5252MOFA0)

$20,000,000

June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q

Steven Ratnow
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APPENDIX A
UNDERWRITER DEFENDANTS FALSE AND MISLEADING PLAINTIFFS
SECURITY
IsSUE DATE (CusIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
April 24, 2008 6.875% Notes Due 2018 $2,500,000,000 | BOA ($25 million) June 12, 2007 Form 8-K Inter-Local Pension Fund
(5252MOFD4) BNY ($25 million) July 10, 2007 Form 10-Q of the Graphic
CGMI ($25 million) September 18, 2007 Form 8- | Communications
DnB NOR ($25 million) K Conference of the
HSBC ($25 million) October 10, 2007 Form 10-Q | International
nabCapital ($25 million) December 13, 2007 Form 8-K | Brotherhood of
Scotia ($25 million) January 29, 2008 Form 10-K | Teamsters;
Soveriegn ($25 million) March 18, 2008 Form 8-K Government of Guam
SunTrust ($25 million) April 8, 2008 Form 10-Q Retirement Fund
TD Securities ($25 million)
Wells Fargo ($25 million)
Williams Capital ($25 million)
April 29, 2008 Lehman Notes, Series D $7,876,000 A.G. Edwards June 12, 2007 Form 8-K Ann Lee
(52519FFMS8) BOA July 10, 2007 Form 10-Q
Charles Schwab September 18, 2007 Form 8-
CGMI K
E. D. Jones October 10, 2007 Form 10-Q
Fidelity Capital December 13, 2007 Form 8-K
Incapital January 29, 2008 Form 10-K
Morgan Stanley March 18, 2008 Form 8-K
Muriel Siebert April 8, 2008 Form 10-Q
Raymond James
RBC Capital
UBS Investment
Wachovia Securities
May 7, 2008 Buffered Semi-Annual $2,550,000 June 12, 2007 Form 8-K Sydney Ratnow

Review Notes Linked to the
Financial Select Sector
SPDR® Fund
(5252MOFR3)

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
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APPENDIX A
UNDERWRITER DEFENDANTS FALSE AND MISLEADING PLAINTIFFS
SECURITY
IsSUE DATE (CusIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
May 9, 2008 7.50% Subordinated Notes $2,000,000,000 | Cabrera ($20 million) June 12, 2007 Form 8-K Inter-Local Pension Fund
Due 2038 Loop Capital ($20 million) July 10, 2007 Form 10-Q of the Graphic
(5249087N4) Williams Capital ($20 million) | September 18, 2007 Form 8- | Communications
K Conference of the
October 10, 2007 Form 10-Q | International
December 13, 2007 Form 8-K | Brotherhood of
January 29, 2008 Form 10-K | Teamsters
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
May 19, 2008 Medium-Term Notes, Series | $3,000,000 June 12, 2007 Form 8-K Island Medical Group PC
| July 10, 2007 Form 10-Q Retirement Trust f/b/o
(5252MOFH5) September 18, 2007 Form 8- | Irwin Ingwer
K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 13, 2008 Annual Review Notes with $4,488,000 June 12, 2007 Form 8-K Island Medical Group PC

Contingent Principal
Protection Linked to the S&P
500® Index

(5252M0GM3)

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K

Retirement Trust f/b/o
Irwin Ingwer
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APPENDIX A

UNDERWRITER DEFENDANTS

FALSE AND MISLEADING

PLAINTIFFS

SECURITY
IsSUE DATE (CusIP) VOLUME (EXTENT OF PARTICIPATION) | DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS
June 26, 2008 Medium-Term Notes, Series | $25,000,000 June 12, 2007 Form 8-K Michael Karfunkel

|
(5252MOGN1)

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-
K

October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K

June 16, 2008 Form 8-K
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UBS-UNDERWRITTEN STRUCTURED PRODUCT OFFERINGS"*?

IsSUE DATE

SECURITY
(cusip)

VOLUME

UNDERWRITER
DEFENDANTS

FALSE AND MISLEADING
DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS

PLAINTIFFS

March 30, 2007

100% Principal
Protection Notes Linked
to a Global Index Basket
(52520W564)
(524908VP2)*

$32,000,000

UBSF

March 14, 2007 Form 8-K

Mohan Ananda

Fred Mandell

March 30, 2007

Performance Securities
with Partial Protection
Linked to a Global Index
Basket

(52520W556)
(524908VQ0)°

$23,500,000

UBSF

March 14, 2007 Form 8-K

Roy Wiegert

April 30, 2007

100% Principal
Protection Callable
Spread Daily Accrual
Notes with Interest
Linked to the Spread
between the 30-year and
the 2-year Swap Rates
(52517PY21)

$6,000,000

UBSF

March 14, 2007 Form 8-K
April 9, 2007 Form 10-Q

! Where Lehman served as an underwriter, it does not appear on this table.

2 Offerings in bold represent some form of principal protection.

% The “issue date” identified for the structured notes herein is the settlement date. The pricing date for the structured notes is typically a few days before the

settlement date.

* This offering was issued under CUSIP 52520W564 but was later identified under CUSIP 524908VP2.
® This offering was issued under CUSIP 52520W556 but was later identified under CUSIP 524908V QO.
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IsSUE DATE

SECURITY
(cusip)

VOLUME

UNDERWRITER
DEFENDANTS

FALSE AND MISLEADING
DOCUMENTS INCORPORATED
INTO OFFERING MATERIALS

PLAINTIFFS

April 30, 2007

100% Principal
Protection Callable
Spread Daily Accrual
Notes with Interest
Linked to the Spread
between the 30-year and
the 2-year Swap Rates
(52517PX63)

$18,900,000

UBSF

March 14, 2007 Form 8-K
April 9, 2007 Form 10-Q

Lawrence Rose

April 30, 2007

100% Principal
Protection Notes Linked
to a Currency Basket
(52520W549)

$24,066,340

UBSF

March 14, 2007 Form 8-K
April 9, 2007 Form 10-Q

April 30, 2007

Performance Securities
with Partial Protection
Linked to a Global Index
Basket

(52520W515)

$23,000,000

UBSF

March 14, 2007 Form 8-K
April 9, 2007 Form 10-Q

Ronald Profili

Roy Wiegert

May 31, 2007

100% Principal
Protection Callable
Spread Daily Accrual
Notes with Interest
Linked to the Spread
between the 30-year and
the 2-year Swap Rates
(52517PY62)

$23,000,000

UBSF

March 14, 2007 Form 8-K
April 9, 2007 Form 10-Q

May 31, 2007

100% Principal
Protection Callable Daily
Range Accrual Notes with
Interest Linked to the 10-
Year Constant Maturity
U.S. Treasury Rate
(52517PY70)

$3,233,000

UBSF

March 14, 2007 Form 8-K
April 9, 2007 Form 10-Q

May 31, 2007

100% Principal
Protection Notes Linked
to a Currency Basket
(52520W440)

$12,997,600

UBSF

March 14, 2007 Form 8-K
April 9, 2007 Form 10-Q

Grace Wang

Lawrence Rose
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FALSE AND MISLEADING

SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
June 22, 2007 100% Principal $18,000,000 UBSF March 14, 2007 Form 8-K
Protection Notes Linked April 9, 2007 Form 10-Q
to a Global Index Basket June 12, 2007 Form 8-K
(52522L.202)
June 29, 2007 100% Principal $13,240,000 UBSF March 14, 2007 Form 8-K Stephen Gott
Protection Callable April 9, 2007 Form 10-Q
Spread DailyAccrual June 12, 2007 Form 8-K
Notes with Interest
Linked to the Spread
between the 30-year and
the 2-year Swap Rates
(52517P2P5)
June 29, 2007 1009% Principal $10,501,790 UBSF March 14, 2007 Form 8-K
Protection Notes Linked April 9, 2007 Form 10-Q
to an Asian Currency June 12, 2007 Form 8-K
Basket
(52520W390)
July 31, 2007 100% Principal $6,257,000 UBSF March 14, 2007 Form 8-K Stephen Gott
Protection Callable April 9, 2007 Form 10-Q
Spread Daily Accrual June 12, 2007 Form 8-K
Notes with Interest July 10, 2007 Form 10-Q
Linked to the Spread
between the 30-year and
the 2-year Swap Rates
(52517P3H2)
July 31, 2007 Performance Securities $17,008,330 UBSF March 14, 2007 Form 8-K Ralph Rosato
with Partial Protection April 9, 2007 Form 10-Q
Linked to a Global Index June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52520W358)
August 31, 2007 | Performance Securities $7,232,050 UBSF March 14, 2007 Form 8-K

with Contingent Protection
linked to the S&P 500®
Index

(52522L.129)

April 9, 2007 Form 10-Q
June 12, 2007 Form 8-K
July 10, 2007 Form 10-Q
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FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
August 31, 2007 | Performance Securities $10,115,520 UBSF March 14, 2007 Form 8-K
with Contingent Protection April 9, 2007 Form 10-Q
linked to the Dow Jones June 12, 2007 Form 8-K
EURO STOXX 50® Index July 10, 2007 Form 10-Q
(52522L.137)
August 31, 2007 | Performance Securities $1,762,140 UBSF March 14, 2007 Form 8-K
with Contingent Protection April 9, 2007 Form 10-Q
linked to the Nikkei 225°M June 12, 2007 Form 8-K
Index July 10, 2007 Form 10-Q
(52522L.145)
August 31, 2007 | 100% Principal $8,238,780 UBSF March 14, 2007 Form 8-K Mohan Ananda
Protection Notes Linked April 9, 2007 Form 10-Q
to an International Index June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52522L.186)
August 31, 2007 | 100% Principal $16,946,020 UBSF March 14, 2007 Form 8-K Mohan Ananda
Protection Notes Linked April 9, 2007 Form 10-Q
to a Global Index Basket June 12, 2007 Form 8-K
(52522L.889) July 10, 2007 Form 10-Q
September 18, Autocallable Optimization | $13,997,350 UBSF March 14, 2007 Form 8-K
2007 Securities with Contingent April 9, 2007 Form 10-Q
Protection Linked to the June 12, 2007 Form 8-K
S&P 500® Financials Index July 10, 2007 Form 10-Q
(52522L.251)
September 28, Return Optimization $16,785,040 UBSF March 14, 2007 Form 8-K
2007 Securities Linked to an April 9, 2007 Form 10-Q
International Index Basket June 12, 2007 Form 8-K
(52522L.236) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
September 28, Performance Securities $21,821,000 UBSF March 14, 2007 Form 8-K Juan Tolosa
2007 with Partial Protection April 9, 2007 Form 10-Q
Linked to a Global Index June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52522L.244) September 18, 2007 Form 8-K
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FALSE AND MISLEADING

SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
September 28, 100% Principal $4,680,000 UBSF March 14, 2007 Form 8-K Stephen Gott
2007 Protection Callable April 9, 2007 Form 10-Q
Spread Daily Accrual June 12, 2007 Form 8-K
Notes with Interest July 10, 2007 Form 10-Q
Linked to the Spread September 18, 2007 Form 8-K
between the 30-year and
the 2-year Swap Rates
(52517P5K3)
October 12, 100% Principal $8,375,000 UBSF March 14, 2007 Form 8-K
2007 Protection Autocallable April 9, 2007 Form 10-Q
Absolute Return Barrier June 12, 2007 Form 8-K
Notes Linked to the S&P July 10, 2007 Form 10-Q
500® Index September 18, 2007 Form 8-K
(52522L.368) October 10, 2007 Form 10-Q
October 31, Medium-Term Notes, $32,861,710 UBSF March 14, 2007 Form 8-K Neel Duncan
2007 Series 1, 100% Principal April 9, 2007 Form 10-Q
Protection Notes Linked June 12, 2007 Form 8-K Juan Tolosa
to an Asian Currency July 10, 2007 Form 10-Q
Basket September 18, 2007 Form 8-K
(52520W341) October 10, 2007 Form 10-Q
October 31, 100% Principal $25,000,000 UBSF March 14, 2007 Form 8-K
2007 Protection Barrier Notes April 9, 2007 Form 10-Q
Linked to FTSE/Xinhua June 12, 2007 Form 8-K
China 25 Index July 10, 2007 Form 10-Q
(525221.400) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
October 31, Return Optimization $38,850,000 UBSF March 14, 2007 Form 8-K Nick Fotinos
2007 Securities with Partial April 9, 2007 Form 10-Q

Protection Linked to the
S&P 500 Index
(52522L.293)

June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
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FALSE AND MISLEADING

SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
October 31, 2007 | Return Optimization $7,830,660 UBSF March 14, 2007 Form 8-K
Securities Linked to an April 9, 2007 Form 10-Q
Index June 12, 2007 Form 8-K
(52522L.301) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
October 31, 2007 | Return Optimization $11,876,070 UBSF March 14, 2007 Form 8-K Arthur Simons
Securities Linked to an April 9, 2007 Form 10-Q
Index June 12, 2007 Form 8-K
(52522L.319) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
October 31, 2007 | Return Optimization $2,666,260 UBSF March 14, 2007 Form 8-K
Securities Linked to an April 9, 2007 Form 10-Q
Index June 12, 2007 Form 8-K
(525221.327) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
October 31, 2007 | Return Optimization $52,814,490 UBSF March 14, 2007 Form 8-K Arthur Simons
Securities Linked to an April 9, 2007 Form 10-Q
Index June 12, 2007 Form 8-K
(52522L.335) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
October 31, Return Optimization $3,825,970 UBSF March 14, 2007 Form 8-K
2007 Securities with Partial April 9, 2007 Form 10-Q
Protection Linked to the June 12, 2007 Form 8-K
S&P 500® Financials July 10, 2007 Form 10-Q
Index September 18, 2007 Form 8-K
(52522L.384) October 10, 2007 Form 10-Q
November 7, Return Optimization $26,064,470 UBSF March 14, 2007 Form 8-K
2007 Securities with Partial April 9, 2007 Form 10-Q

Protection Linked to the

S&P 500 Index
(52522L.418)

June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
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FALSE AND MISLEADING

SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
November 14, Performance Securities $12,000,000 UBSF March 14, 2007 Form 8-K
2007 with Partial Protection April 9, 2007 Form 10-Q
Linked to an June 12, 2007 Form 8-K
International Index July 10, 2007 Form 10-Q
Basket September 18, 2007 Form 8-K
(525221.426) October 10, 2007 Form 10-Q
November 26, Performance Securities $5,339,000 UBSF March 14, 2007 Form 8-K
2007 with Partial Protection April 9, 2007 Form 10-Q
Linked to a Global Index June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(525221L.475) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
November 30, 100% Principal $53,027,100 UBSF March 14, 2007 Form 8-K Richard Barrett
2007 Protection Notes Linked April 9, 2007 Form 10-Q
to an Asian Currency June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52520W333) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
November 30, 100% Principal $16,707,020 UBSF March 14, 2007 Form 8-K
2007 Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K
Linked to the MSCI July 10, 2007 Form 10-Q
EAFE Index September 18, 2007 Form 8-K
(525221.376) October 10, 2007 Form 10-Q
November 30, Return Optimization $4,045,800 UBSF March 14, 2007 Form 8-K
2007 Securities Linked to an April 9, 2007 Form 10-Q
International Index Basket June 12, 2007 Form 8-K
(52522L.392) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
November 30, Return Optimization $29,713,150 UBSF March 14, 2007 Form 8-K Lawrence Rose

2007

Securities with Partial
Protection Linked to the
S&P 500® Index
(52522L.459)

April 9, 2007 Form 10-Q
June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
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FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
December 31, Return Optimization $4,142,300 UBSF March 14, 2007 Form 8-K
2007 Securities Linked to an April 9, 2007 Form 10-Q
International Index Basket June 12, 2007 Form 8-K
(525221.483) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
December 31, Return Optimization $36,010,650 UBSF March 14, 2007 Form 8-K Fred Mandell
2007 Securities with Partial April 9, 2007 Form 10-Q
Protection Linked to the June 12, 2007 Form 8-K
S&P 500® Index July 10, 2007 Form 10-Q
(525221.491) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
December 31, Performance Securities $8,000,000 UBSF March 14, 2007 Form 8-K
2007 with Partial Protection April 9, 2007 Form 10-Q
Linked to a Global Basket June 12, 2007 Form 8-K
Consisting of Indices and July 10, 2007 Form 10-Q
an Index Fund September 18, 2007 Form 8-K
(525221.533) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 31, 100% Principal $20,373,000 UBSF March 14, 2007 Form 8-K Lawrence Rose
2008 Protection Callable April 9, 2007 Form 10-Q
Spread Daily Accrual June 12, 2007 Form 8-K
Notes with Interest July 10, 2007 Form 10-Q
Linked to the Spread September 18, 2007 Form 8-K
between the 30-year and October 10, 2007 Form 10-Q
the 2-year Swap Rates December 13, 2007 Form 8-K
(52517P4NS8) January 29, 2008 Form 10-K
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FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
January 31, 100% Principal $15,000,000 UBSF March 14, 2007 Form 8-K Grace Wang
2008 Protection Notes Linked April 9, 2007 Form 10-Q
to an Asian Currency June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52520W325) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
January 31, 100% Principal $77,681,740 UBSF March 14, 2007 Form 8-K Stephen Gott
2008 Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K Shea-Edwards Limited
Linked to the S&P 500® July 10, 2007 Form 10-Q Partnership
Index September 18, 2007 Form 8-K
(52522L.525) October 10, 2007 Form 10-Q Nick Fotinos
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K Mohan Ananda
February 8, 2008 | Autocallable Optimization | $48,310,620 UBSF March 14, 2007 Form 8-K Joe Rottman
Securities with Contingent April 9, 2007 Form 10-Q
Protection Linked to the June 12, 2007 Form 8-K Fred Mandell
S&P 500® Financials Index July 10, 2007 Form 10-Q
(52522L657) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 13, Return Optimization $2,161,670 UBSF March 14, 2007 Form 8-K
2008 Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(52522L.673) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
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FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
February 13, Return Optimization $1,233,600 UBSF March 14, 2007 Form 8-K
2008 Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(52522L.699) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 13, Return Optimization $2,028,100 UBSF March 14, 2007 Form 8-K
2008 Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(52522L.707) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 13, Return Optimization $3,538,300 UBSF March 14, 2007 Form 8-K
2008 Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(52522L.715) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 13, Return Optimization $3,807,570 UBSF March 14, 2007 Form 8-K
2008 Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(52522L.723) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
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SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
February 29, 100% Principal $15,827,000 UBSF March 14, 2007 Form 8-K Miriam Wolf
2008 Protection Callable April 9, 2007 Form 10-Q
Spread Daily Accrual June 12, 2007 Form 8-K
Notes with Interest July 10, 2007 Form 10-Q
Linked to the Spread September 18, 2007 Form 8-K
between the 30-year and October 10, 2007 Form 10-Q
the 2-year Swap Rates December 13, 2007 Form 8-K
(5252M0CZ8) January 29, 2008 Form 10-K
February 29, Performance Securities $3,380,240 UBSF March 14, 2007 Form 8-K
2008 Linked to an Asian April 9, 2007 Form 10-Q
Currency Basket June 12, 2007 Form 8-K
(52522L632) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 29, Return Optimization $51,565,320 UBSF March 14, 2007 Form 8-K Fred Mandell
2008 Securities with Partial April 9, 2007 Form 10-Q
Protection Notes Linked June 12, 2007 Form 8-K
to the S&P 500® Index July 10, 2007 Form 10-Q
(525221L.574) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 29, Return Optimization $8,673,630 UBSF March 14, 2007 Form 8-K
2008 Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(52522L.582) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
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SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
February 29, 100% Principal $25,495,180 UBSF March 14, 2007 Form 8-K Grace Wang
2008 Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K
Linked to the Russell July 10, 2007 Form 10-Q
2000® Index September 18, 2007 Form 8-K
(525221.566) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 29, Securities Linked to the $1,395,500 UBSF March 14, 2007 Form 8-K
2008 Relative Performance of the April 9, 2007 Form 10-Q
Consumer Staples Select June 12, 2007 Form 8-K
Sector SPDR® Fund vs. the July 10, 2007 Form 10-Q
Consumer Discretionary September 18, 2007 Form 8-K
Select Sector SPDR® Fund October 10, 2007 Form 10-Q
(52522L.772) December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
February 29, 100% Principal $13,692,000 UBSF March 14, 2007 Form 8-K Harry Pickle (trustee of
2008 Protection Notes Linked April 9, 2007 Form 10-Q Charles Brooks)
to an Asian Currency June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(525233412) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 7,2008 | 100% Principal $5,119,000 UBSF March 14, 2007 Form 8-K
Protection Notes Linked April 9, 2007 Form 10-Q
to an Asian Currency June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52523J420) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
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SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
March 19, 2008 | 100% Principal $5,250,000 UBSF March 14, 2007 Form 8-K
Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K
Linked to the SPDR® July 10, 2007 Form 10-Q
S&P® Homebuilders ETF September 18, 2007 Form 8-K
(52523J115) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
March 25, 2008 | Bearish Autocallable $5,004,000 UBSF March 14, 2007 Form 8-K
Optimization Securities April 9, 2007 Form 10-Q
with Contingent Protection June 12, 2007 Form 8-K
Linked to the Energy Select July 10, 2007 Form 10-Q
Sector SPDR® Fund September 18, 2007 Form 8-K
(52523J149) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
March 28, 2008 | Performance Securities $10,865,000 UBSF March 14, 2007 Form 8-K
with Partial Protection April 9, 2007 Form 10-Q
Linked to a Global Index June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52523J131) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
March 31, 2008 | 100% Principal $4,522,000 UBSF March 14, 2007 Form 8-K
Protection Callable April 9, 2007 Form 10-Q
Spread Daily Accrual June 12, 2007 Form 8-K
Notes with Interest July 10, 2007 Form 10-Q
Linked to the Spread September 18, 2007 Form 8-K
between the 30-year and October 10, 2007 Form 10-Q
the 2-year Swap Rates December 13, 2007 Form 8-K
(5252MOEK09) January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
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ISSUE DATE SECURITY VOLUME UNDERWRITER DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
March 31, 2008 | 100% Principal $12,024,370 UBSF March 14, 2007 Form 8-K
Protection Notes Linked April 9, 2007 Form 10-Q
to an Asian Currency June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(525233438) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
March 31, 2008 | Return Optimization $29,567,250 UBSF March 14, 2007 Form 8-K Shea-Edwards Limited
Securities with Partial April 9, 2007 Form 10-Q Partnership
Protection Notes Linked June 12, 2007 Form 8-K
to the S&P 500® Index July 10, 2007 Form 10-Q
(52522L.806) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
March 31, 2008 | Return Optimization $4,314,700 UBSF March 14, 2007 Form 8-K Harry Pickle (trustee of
Securities with Partial April 9, 2007 Form 10-Q Charles Brooks)
Protection Notes Linked June 12, 2007 Form 8-K
to the MSCI EM Index July 10, 2007 Form 10-Q
(525221.814) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
March 31, 2008 | Bearish Autocallable $7,556,450 UBSF March 14, 2007 Form 8-K Shea-Edwards Limited
Optimization Securities April 9, 2007 Form 10-Q Partnership
with Contingent Protection June 12, 2007 Form 8-K
Linked to the Energy Select July 10, 2007 Form 10-Q
Sector SPDR® Fund September 18, 2007 Form 8-K
(525221L.871) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
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SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
March 31, 2008 | 100% Principal $1,727,000 UBSF March 14, 2007 Form 8-K
Protection Accrual Notes April 9, 2007 Form 10-Q
with Interest Linked to June 12, 2007 Form 8-K
the Year-Over-Year July 10, 2007 Form 10-Q
Change in the Consumer September 18, 2007 Form 8-K
Price Index October 10, 2007 Form 10-Q
(5252MOEV5) December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
March 31, 2008 | 100% Principal $13,688,610 UBSF March 14, 2007 Form 8-K Barbara Moskowitz
Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K
Linked to the Russell July 10, 2007 Form 10-Q
2000® Index September 18, 2007 Form 8-K
(525221.798) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 4, 2008 Return Optimization $4,102,500 UBSF March 14, 2007 Form 8-K
Securities Linked to a April 9, 2007 Form 10-Q
Basket of Global Indices June 12, 2007 Form 8-K
(525221.848) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 4, 2008 100% Principal $11,307,500 UBSF March 14, 2007 Form 8-K
Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K
Linked to a Basket of July 10, 2007 Form 10-Q
Global Indices September 18, 2007 Form 8-K
(52522L.830) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
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APPENDIX B
FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
April 23, 2008 Return Optimization $12,680,000 UBSF March 14, 2007 Form 8-K Rick Fleischman
Securities with Partial April 9, 2007 Form 10-Q
Protection Linked to a June 12, 2007 Form 8-K
Basket of Global Indices July 10, 2007 Form 10-Q
(52523J172) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
April 30, 2008 1009% Principal $7,368,780 UBSF March 14, 2007 Form 8-K
Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K
Linked to the Russell 2000 July 10, 2007 Form 10-Q
Index September 18, 2007 Form 8-K
(52523J156) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8,2008 Form 10-Q
May 12, 2008 Return Optimization $5,000,000 UBSF March 14, 2007 Form 8-K
Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(52523J3503) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
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APPENDIX B
FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
May 15, 2008 Return Optimization $25,009,640 UBSF March 14, 2007 Form 8-K Karim Kano
Securities with Partial April 9, 2007 Form 10-Q
Protection Linked to the June 12, 2007 Form 8-K
S&P 500 Financials Index July 10, 2007 Form 10-Q
(52523J206) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
May 16, 2008 Return Optimization $6,958,000 UBSF March 14, 2007 Form 8-K
Securities with Partial April 9, 2007 Form 10-Q
Protection Linked to a June 12, 2007 Form 8-K
Portfolio of Common July 10, 2007 Form 10-Q
Stocks September 18, 2007 Form 8-K
(52523J222) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8,2008 Form 10-Q
May 21, 2008 Performance Securities $5,070,930 UBSF March 14, 2007 Form 8-K
with Partial Protection April 9, 2007 Form 10-Q
Linked to Global Index June 12, 2007 Form 8-K
Basket July 10, 2007 Form 10-Q
(52523J214) September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
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APPENDIX B
FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
May 30, 2008 Return Optimization $17,018,280 UBSF March 14, 2007 Form 8-K David Kotz
Securities with Partial April 9, 2007 Form 10-Q
Protection Linked to the June 12, 2007 Form 8-K
S&P 500® Financials July 10, 2007 Form 10-Q
Index September 18, 2007 Form 8-K
(52523J230) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 16, 2008 100% Principal $8,083,300 UBSF March 14, 2007 Form 8-K Ralph Rosato
Protection Absolute April 9, 2007 Form 10-Q
Return Notes Linked to June 12, 2007 Form 8-K
the Euro/U.S. Dollar July 10, 2007 Form 10-Q
Exchange Rate September 18, 2007 Form 8-K
(52520wW283) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8,2008 Form 10-Q
June 9, 2008 Form 8-K
June 20, 2008 100% Principal $2,302,000 UBSF March 14, 2007 Form 8-K
Protection Notes with April 9, 2007 Form 10-Q
Interest Linked to the June 12, 2007 Form 8-K
Year-Over-Year Change July 10, 2007 Form 10-Q
in the Consumer Price September 18, 2007 Form 8-K
Index October 10, 2007 Form 10-Q
(5252MOFU6) December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K
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APPENDIX B
FALSE AND MISLEADING
SECURITY UNDERWRITER
ISSUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
June 30, 2008 100% Principal $6,833,000 UBSF March 14, 2007 Form 8-K
Protection Notes with April 9, 2007 Form 10-Q
Interest Linked to the June 12, 2007 Form 8-K
Year-Over-Year Change July 10, 2007 Form 10-Q
in the Consumer Price September 18, 2007 Form 8-K
Index October 10, 2007 Form 10-Q
(5252M0CD7) December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K
June 30, 2008 Return Optimization $3,365,520 UBSF March 14, 2007 Form 8-K
Securities with Partial April 9, 2007 Form 10-Q
Protection Linked to the June 12, 2007 Form 8-K
PowerShares WilderHill July 10, 2007 Form 10-Q
Clean Energy Portfolio September 18, 2007 Form 8-K
(52523J263) October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K
June 30, 2008 Return Optimization $6,800,100 UBSF March 14, 2007 Form 8-K
Securities with Partial April 9, 2007 Form 10-Q
Protection June 12, 2007 Form 8-K
(524935129) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8,2008 Form 10-Q
June 9, 2008 Form 8-K
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APPENDIX B

FALSE AND MISLEADING

SECURITY UNDERWRITER
IssUE DATE VOLUME DOCUMENTS INCORPORATED PLAINTIFFS
(cusip) DEFENDANTS
INTO OFFERING MATERIALS
June 30, 2008 100% Principal $12,167,700 UBSF March 14, 2007 Form 8-K Ed Davis
Protection Absolute April 9, 2007 Form 10-Q
Return Barrier Notes June 12, 2007 Form 8-K
(525233248) July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K
June 30, 2008 1009% Principal $4,035,700 UBSF March 14, 2007 Form 8-K Ed Davis

Protection Absolute
Return Barrier Notes
(52523J255)

April 9, 2007 Form 10-Q
June 12, 2007 Form 8-K

July 10, 2007 Form 10-Q
September 18, 2007 Form 8-K
October 10, 2007 Form 10-Q
December 13, 2007 Form 8-K
January 29, 2008 Form 10-K
March 18, 2008 Form 8-K
April 8, 2008 Form 10-Q
June 9, 2008 Form 8-K
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APPENDIX C

1. CW1, an underwriter in Aurora’s correspondent division from late 2006 until April
2008, explained that Aurora offered high-risk products, such as Mortgage Maker, that were better
described as “Alt-B,” which comprised over half of Aurora’s mortgage production by early 2007.
CW1 also stated that approximately 80% of the loans s/he underwrote were “stated income” loans,
often referred to in the mortgage industry as “liar loans,” where the borrowers provided no
documentation to support their claimed income.

2. CW?2, a Credit Policy Coordinator at Aurora from 2004 until the beginning of 2008,
also recalled that Aurora began loan programs in mid-2004 which would be considered subprime,
although Aurora did not label them as such, including a program that allowed for loans to be made
to borrowers with lower credit scores in the 500s, lower income documentation requirements, and
relaxed bankruptcy and mortgage delinquency restrictions.

3. CWa3, a Vice President of Credit Policy at Aurora from 2005 until January 2008,
explained that Aurora started producing Alt-B products in late 2005, which accepted FICO scores as
low as 540. CWa3 recalled that even with a FICO score of 560 or 580 and a blemished credit history
of recent bankruptcy, a borrower could get a “stated income” loan. Aurora also had products that
allowed for financing of the entire purchase price of a home, another high-risk lending practice in
which borrowers put no money down.

4. CW4, a Vice President of Credit Policy for Aurora from late 2004 to the fall of 2007,
also described how Aurora had numerous no documentation and stated income products. CW4
described that Aurora had a “very, very subprime product” called Expanded Options that started

around mid to late 2006 and allowed for credit scores of approximately 540.
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5. According to CWS5, a Vice President of Aurora from 2002 through the fall of 2007
who was responsible for buying bulk pools of loans from correspondents, Lehman and Aurora were
much slower than the rest of the industry to tighten their underwriting guidelines. CWS5 said that
Lehman had to approve the underwriting guidelines and dictated what Aurora bought from third
party lenders. CWS5 also corroborated that Aurora’s Mortgage Maker product was more of an “Alt-
B” product and comprised of over half of Aurora’s loan production. CWS5 also confirmed that
Aurora’s repurchase requests to correspondents increased. CWS5 described the group working on
repurchases at Aurora as “buried” with repurchase work beginning in the fall of 2006. Although
Aurora needed the correspondents to repurchase the loans, many were going out of business.
According to CWS5, there were a lot of outstanding repurchases, including repurchase requests that
were two years old. Yet, Aurora continued to do business with the company.

6. CWB6, a Transaction Analyst employed by Aurora from the fall of 2005 until April
2008, said that although the loans Aurora purchased were supposed to meet underwriting
guidelines, Aurora “made hundreds and hundreds of exceptions” in order “to get the loans through.”
All the loans from Aurora were signed over to Lehman, and Lehman decided the security category
in which to put the loans. CW6 also said that, starting in 2007, Aurora “started to see a lot of loans
default. It seemed to just get worse after that.” According to CW6, Lehman then began “hiring like
crazy” in the loan default area, such as the contract administration department, which was in charge
of getting the defaulted loans repurchased by entities from which Aurora had purchased these loans.
As the volume of defaults increased, the companies that originally made the loans either refused to
buy back the loans or went out of business, so it was a “lost cause” trying to get these defaulted
loans repurchased, and they sat on Lehman’s books. CW6 learned about these increased loan

defaults in meetings and emails.
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7. CW7 and CWS8, investigators in Aurora’s Special Investigations Unit from 2005
until 2008, also corroborated that Aurora bought mortgages from thousands of brokers and
originators around the country, including from certain “strategic partners” who produced high
volume loans of lesser quality. Even though Aurora had a Quality Control unit, Quality Control
only spot checked a small percentage of the loans.

8. CW9, a mortgage fraud analyst for Aurora from January 2007 to January 2008, also
found that 30-40% of the 100 to 125 loans that s/he reviewed each month contained false
information.

0. Similarly, CW10, a High Risk Specialist/Mortgage Fraud Investigator for Aurora
from late 2004 to March 2008, stated that 60-70% of the loans s/he reviewed were determined to
contain false information.

10. CW11, who worked on repurchase requests while employed by Aurora from 2004 to
early 2008, said that the number of repurchase requests was high while s/he worked in the
department. During the last half of 2007, many of the correspondents were unable to honor the
repurchase requests, and many were declaring bankruptcy. When Lehman pushed one of its largest
correspondents, First Magnus, to repurchase the defaulting and delinquent loans, First Magnus filed
for bankruptcy.

11. Likewise, according to CW12, a contract administrator and repurchase coordinator at
Aurora from the fall of 2004 to the fall of 2006 who processed Aurora’s repurchase claims to
correspondents, many of the loans Aurora acquired went into default immediately upon their
acquisition. Given the early defaults, Lehman was faced with a large number of repurchase requests
from its securitizations. In turn, Aurora attempted to force the parties from which it acquired the

loans to repurchase the problem loans. CW12 recalled that many of the originators from which
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Aurora bought loans were unable to repurchase problem loans, however, and large amounts of
Aurora’s repurchase requests to mortgage originators became outstanding, with some delinquent
over 400 days. Nonetheless, according to CW12, Aurora continued to buy loans from certain
lenders even though they had large numbers of outstanding unpaid repurchase claims.

12. CW13, a managing director in Lehman’s contract finance department from 1987 to
early 2008, also recalled that repurchase requests increased in 2007 and that Lehman “got stuck”
with the loans because counterparties were not able to honor the repurchases. According to CW13,
Aurora’s “loss management” unit (which reported to CW13) dealt with the various counterparties
with respect to repurchases.

13. In addition to making repurchase requests to correspondents, Lehman also received
its own repurchase requests from investors who bought non-performing loans from Lehman.
According to CW14, a due diligence underwriter who worked almost exclusively with repurchase
requests from loan investors while employed at BNC from mid 2005 to October 2007, repurchase
requests to Lehman from loan investors like GMAC increased from 2006 to 2007. CW14 also said
s/he started seeing problems with Lehman being unable to sell loans in the first or second quarter of
2007,

14. Likewise, CW15, a former manager of the Due Diligence and Repurchase
Department at BNC from January 2006 until late 2007, said that Lehman sent repurchase requests
to BNC from loan investors such as Citigroup. CW15 noticed a significant increase in repurchase

requests in mid 2006, as the market changed and BNC was “bombarded” with requests.
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

In re LEHMAN BROTHERS SECURITIES Case No. 09-MD-2017 (LAK)
AND ERISA LITIGATION
ECF CASE
This Document Applies To:

In re Lehman Brothers Equity/Debt
Securities Litigation, 08-CV-5523-LAK

AFFIDAVIT OF STEPHEN J. CIRAMI REGARDING (A) MAILING OF
THE NOTICES AND CLAIM FORM; (B) PUBLICATION OF THE SUMMARY
NOTICE: AND (C) REPORT ON REQUESTS FOR EXCLUSION RECEIVED TO DATE

STATE OF NEW YORK )
COUNTY OF NASSAU % >

STEPHEN J. CIRAMI, being duly sworn, deposes and says:

1. I am a Senior Vice President of Operations for The Garden City Group, Inc.
(“GCG”) located at 1985 Marcus Avenue, Suite 200, Lake Success, New York 11042. Pursuant
to the Court’s December 15, 2011 Order Concerning Proposed Settlement with the Director and
Officer Defendants (“Pretrial Order No. 27”) and the Court’s December 15, 2011 Order
Concerning Proposed Settlement with the Settling Underwriter Defendants (“Pretrial Order No.
28”) (collectively, the “Notice Orders”), GCG was appointed as the Claims Administrator in
connection with the settlement reached with the director and officer defendants in the above-

captioned action (the “D&O Settlement”) and the settlements reached with the settling

underwriter defendants in the above-captioned action (the “Underwriter Settlement” and,
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together with the D&O Settlement, the “Settlements™).! I have personal knowledge of the facts

stated herein.

MAILING OF THE NOTICES AND CLAIM FORM

2. Pursuant to the Notice Orders, GCG has disseminated the Notice of Pendency of
Class Action and Proposed Settlement with the Director and Officer Defendants, Settlement
Fairness Hearing and Motion for Attorneys’ Fees and Reimbursement of Litigation Expenses
(the “D&O Notice”), the Notice of Pendency of Class Action and Proposed Settlement with the
Settling Underwriter Defendants, Settlement Fairness Hearing and Motion for Attorneys’ Fees
and Reimbursement of Litigation Expenses (the “UW Notice” and, together with the D&O
Notice, the “Notices”), and the Proof of Claim Form (“Claim Form™), along with a cover letter
(collectively, the Notices, Claim Form and cover letter are referred to herein as the “Notice
Packet”) to potential members of the D&O Settlement Class and the UW Settlement Class
(together, the “Settlement Classes™). A copy of the Notice Packet is attached hereto as Exhibit

A.

TRANSFER AGENT RECORDS

3. In connection with the D&O Settlement, on or about November 28, 2011, GCG
received from Lehman’s transfer agent, BNY Mellon, 8,278 unique names and addresses of
potential members of the Settlement Classes. On January 18, 2012, Notice Packets were
disseminated by first-class mail to those 8,278 potential members of the Settlement Classes.

SETTLING UNDERWRITER DEFENDANTS’ RECORDS

4. Pursuant to Pretrial Order No. 28, the Settling Underwriter Defendants were to

provide information reasonably available to them that, in their judgment, would identify potential

' All terms with initial capitalizations not otherwise defined herein shall have the meanings

ascribed to them in the Notice Orders.
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members of the UW Settlement Class for the purpose of sending notification of the Underwriter
Settlement.

5. Toward that end, beginning on or about January 4, 2012, Cleary Gottlieb Steen &
Hamilton LLP (“Cleary Gottlieb”), counsel for the First Group of Settling Underwriter
Defendants began providing names and addresses to GCG. Cleary Gottlieb continued to provide
additional names and addresses on a rolling basis. GCG worked with Cleary Gottlieb to resolve
issues with the records provided.

6. On January 18 and 19, 2012, Notice Packets were disseminated by first-class mail
to 43,385 potential members of the Settlement Classes identified by the First Group of Settling
Underwriter Defendants.

7. On January 21, 2012, GCG received from Lead Counsel, 2,030 unique names and
addresses that were provided by counsel for the Second Group of Settling Underwriter
Defendants, and Notice Packets were promptly disseminated by first-class mail to these potential
members of the Settlement Classes.

BROKER MAILING

8. As in most class actions of this nature, the large majority of potential class
members are beneficial purchasers whose securities are held in “street name” — i.e., the securities
are purchased by brokerage firms, banks, institutions and other third-party nominees in the name
of the nominee, on behalf of the beneficial purchasers. GCG maintains a proprietary database
with names and addresses of the largest and most common U.S. banks, brokerage firms, and
nominees, including national and regional offices of certain nominees (the ‘“Nominee
Database”). GCG’s Nominee Database is updated from time to time as new nominees are

identified, and others go out of business. At the time of the initial mailing, the Nominee
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Database contained 2,189 mailing records. On January 18, 2012, GCG caused the Notice Packet
and Cover Letter to Brokers and Nominees to be mailed to the 2,189 mailing records contained
in GCG’s Nominee Database. A copy of the Cover Letter to Brokers and Nominees is attached
hereto as Exhibit B.

0. The Notices informed persons or entities who purchased Lehman Securities (as
that term is defined in the Notices) as a nominee for a beneficial owner that they must, within 14
days after receipt of the Notice, either (i) provide the names and addresses of such beneficial
owners to the Claims Administrator, or (ii) send a copy of the Notice Packet by first-class mail to
such beneficial owners. (See D&O Notice at page 8 and UW Notice at page 10.)

10. As of March 6, 2012, GCG has received 753,099 names and addresses of
potential members of the Settlement Classes (after exact duplicate mailing records were
removed) from individuals or from brokerage firms, banks, institutions and other nominees
requesting that Notice Packets be mailed to such persons. Also, GCG has received requests from
brokers and other nominee holders for 9,421% Notice Packets to be sent to such brokers and
nominee holders so that they could forward them to their customers. All such requests have been
complied with in a timely manner.

11.  As of March 6, 2012, an aggregate of 818,402 Notice Packets were disseminated
to potential members of the Settlement Classes by first-class mail. In addition, GCG re-mailed
1,375 Notice Packets to persons whose original mailing was returned by the U.S. Postal Service

and for whom updated addresses were provided to GCG by the Postal Service.

? This number includes 40 Notice Packets requested by Cleary Gottlieb.
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PUBLICATION OF THE SUMMARY NOTICE

12. Pursuant to the Notice Orders, GCG Communications, the media division of
GCQG, caused the Summary Notice of Pendency of Class Action and Proposed Settlements with
the Director and Officer Defendants and Settling Underwriter Defendants, Settlement Fairness
Hearing, and Motion for Attorneys’ Fees and Reimbursement of Litigation Expenses (the
“Summary Notice”) to be published once each in The Wall Street Journal and in Investor’s
Business Daily. Attached hereto as Exhibit C is the affidavit of Albert Fox, the Advertising
Clerk of the Publisher of The Wall Street Journal, attesting to the publication of the Summary
Notice in that paper on January 30, 2012. Attached hereto as Exhibit D is an affidavit from
Stephan Johnson, for the publisher of Investor’s Business Daily, attesting to the publication of
the Summary Notice in that paper on January 30, 2012.

TELEPHONE HOTLINE

13.  Beginning on or about January 18, 2012, GCG established and continues to
maintain a toll-free telephone number (1-800-505-6901) and interactive voice response system to
accommodate inquiries from potential members of the Settlement Classes and to respond to
frequently asked questions. The telephone hotline dedicated to the Settlements is accessible 24
hours a day, 7 days a week. Callers to the toll-free telephone number during regular business
hours have the option of speaking with a call center representative. All inquiries have been
promptly responded to.

WEBSITE

14. GCG established and maintains a website (www.LehmanSecuritiesLitigation

Settlement.com) dedicated to the Settlements to assist potential members of the Settlement

Classes. The settlement website lists the exclusion, objection, notice of intention to appear and
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claim filing deadlines, as well as the date and time of the Court’s Settlement Fairness Hearing.
Copies of the Stipulations, the Notice Orders, the Third Amended Class Action Complaint for
Violations of the Federal Securities Laws, lists of Eligible Securities, and the Notice Packet are
posted on the settlement website and may be downloaded by potential members of the Settlement
Classes. In addition, the settlement website contains a link to a document with detailed
instructions for persons and entities who wish to submit their claims electronically. The address
for the settlement website was set forth in the published Summary Notice, the Notices and in the
Claim Form. The settlement website became operational on or about January 18, 2012, and is
accessible 24 hours a day, 7 days a week.

REPORT ON EXCLUSION REQUESTS RECEIVED

15. The Notices inform potential members of the Settlement Classes that requests for
exclusion are to be mailed, addressed to In re: Lehman Brothers Equity/Debt Securities
Litigation, c/o GCG, Claims Administrator, P.O. Box 9821, Dublin, OH 40317-5721, such that
they are received by GCG no later than March 22, 2012. The Notices also set forth the
information that must be included in each request for exclusion. GCG has been monitoring all
mail delivered to the Post Office Box. As of March 6, 2012, GCG has received 10 requests for
exclusion. GCG will submit a supplemental affidavit after the March 22, 2012 deadline to

request exclusion that addresses all requests for exclusion received.
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I declare under penalty of perjury under the laws of the United States of America that the

foregoing is true and correct.

Executed in Lake Success, New York on March 8, 2012.

‘
9. L

ﬁtep . Cirami
Sworn to before me this

8™ day of March, 2012

Notary Public

VAMESSA M. VIGILANTE
Notary Public, State of New York
No. 01Vi6143817
Qualified in Queens County
My Cornmission Expires 4 -¢1- 3
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EXHIBIT A
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D& O Notice
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NOTICE OF PENDENCY OF CLASS ACTION AND PROPOSED SETTLEMENT WITH THE DIRECTOR AND OFFICER
DEFENDANTS, SETTLEMENT FAIRNESS HEARING AND MOTION FOR ATTORNEYS’ FEES AND REIMBURSEMENT

OF LITIGATION EXPENSES

IF YOU PURCHASED OR ACQUIRED THE LEHMAN SECURITIES DESCRIBED BELOW,
YOU COULD GET PAYMENTS FROM LEGAL SETTLEMENTS WITH CERTAIN DEFENDANTS.

A U.S. Federal Court authorized this Notice. This is not a solicitation from a lawyer.

Multiple settlements have been reached in the class action lawsuit In re Lehman Brothers Equity/Debt Securities
Litigation, Nos. 08-CV-5523, 09-MD-2017 (LAK) (S.D.N.Y.) (the “Action”). This notice addresses one of those
settlements — the settlement reached with certain of Lehman’s directors and officers during the relevant time period
(the “D&O Defendants” or the “Individual Defendants”).! This notice is directed at all persons and entities who (1)
purchased or acquired Lehman securities identified in Appendix A hereto pursuant or traceable to the Shelf
Registration Statement and were damaged thereby, (2) purchased or acquired any Lehman Structured Notes
identified in Appendix B hereto pursuant or traceable to the Shelf Registration Statement and were damaged
thereby, or (3) purchased or acquired Lehman common stock, call options, and/or sold put options (“Lehman
Securities”) between June 12, 2007 and September 15, 2008, through and inclusive (“Settlement Class Period”)
and were damaged thereby (the “D&O Class”).

The settlement is comprised of $90,000,000 in cash (“Settlement Amount”) plus interest (the “Settlement Fund”) for
the benefit of the D&O Class. Estimates of average recovery per damaged security are set forth on Appendix D
hereto. In addition, as set forth in Question 19 below, Lead Counsel will seek approval for attorneys’ fees in the
amount not to exceed 17.5% of the Settlement Amount, plus interest thereon, and for reimbursement of Litigation
Expenses in an amount not to exceed $2.5 million, plus interest thereon. The total amount of Litigation Expenses
awarded by the Court will be paid to Lead Counsel from the settlements in pro rata amounts. If the Court approves
Lead Counsel's application for attorneys’ fees and Litigation Expenses (as set forth in Question 19 below), the
average cost per damaged security will be as set forth on Appendix D hereto.

If the settlement is approved by the Court, it will result in (i) the distribution of the Settlement Fund, minus certain
Court-approved fees, costs and expenses as described herein, to investors who submit valid claim forms; (i) the
release of the D&O Defendants (as defined below) and certain other related parties from further lawsuits that are
based on, arise out of, or relate in any way to the facts and claims alleged, or that could have been alleged, in the
Action; and (iii) the dismissal with prejudice of the D&O Defendants. The settlement also avoids the costs and risks
of further litigation against these defendants.

This settlement does not resolve claims against any other defendants in the Action, and the Action will continue
against Lehman Brothers Holdings Inc.’s auditor and the remaining underwriter defendant, UBS Financial Services,
Inc. Please Note: This settlement is separate and apart from the proposed settlements Lead Plaintiffs reached with
the Settling Underwriter Defendants (the “UW Settlements”) for $426,218,000. You should have received a notice
for the UW Settlements along with this notice. See Question 6 below for more details. You are not automatically in
all settlements as they cover different securities in some instances, so you should read both notices to determine if
you are eligible to participate in each settlement.

YOUR LEGAL RIGHTS AND OPTIONS IN THIS SETTLEMENT:

SUBMIT A CLAIM FORM
POSTMARKED NO LATER
THAN MAY 17, 2012

The only way to get a payment. Instructions as to how to request a claim form are
contained below.

EXCLUDE YOURSELF BY Get no payment. The only option that might let you sue the defendants that settled
MARCH 22, 2012 concerning the claims being resolved in this settlement.

OBJECT BY MARCH 22, 2012 |Write to the Court about why you don't like the settlement or any aspect thereof.

GO TO A HEARING ON APRIL
12,2012 AT 4:00 PM

Ask to speak in Court about the fairness of the settlement.

DO NOTHING Get no payment. Give up rights.

These rights and options — and the deadlines to exercise them — are explained in this Notice.

The Court in charge of this case still has to decide whether to approve the settlement. If it does, it will take time to
process all of the claim forms and to distribute payments. Please be patient.

! The settlements reached with all but one of the underwriters named as defendants in the Action (the “Settling Underwriter Defendants”) are addressed
briefly below in Question 6.
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27. What if | bought Lehman Securities for a beneficial owner?

BASIC INFORMATION

1. Why was this Notice Issued?

A U.S. Court authorized this Notice to inform you about a settlement reached with certain of the defendants (the “D&O
Defendants” or “Individual Defendants”) in a class action lawsuit. This Notice explains the lawsuit, the settlement and your
legal rights and options in connection with the settlement before the Court decides whether to give “final approval” to the
settlement. The Honorable Lewis A. Kaplan of the United States District Court for the Southern District of New York is
presiding over the case known as In re Lehman Brothers Equity/Debt Securities Litigation, 08-CV-5523, 09-MD-2017 (LAK).
The persons or entities that are suing are called plaintiffs, and those who are being sued are called defendants. In this
case, the plaintiffs are referred to as Lead Plaintiffs. The defendants who have agreed to settle (i.e., Richard S. Fuld, Jr.,
Christopher M. O’'Meara, Joseph M. Gregory, Erin Callan, lan Lowitt, Michael L. Ainslie, John F. Akers, Roger S. Berlind,
Thomas H. Cruikshank, Marsha Johnson Evans, Sir Christopher Gent, Roland A. Hernandez, Henry Kaufman and John D.
Macomber) are referred to as the Individual Defendants or the D&O Defendants. The proposed settlement will resolve all
claims against the D&O Defendants and certain other released parties only; it will not resolve the claims against E&Y and
UBS Financial Services, Inc., which Lead Plaintiffs will continue to pursue. As discussed below in Question 6, Lead
Plaintiffs also reached separate proposed settlements with all but one of the underwriter defendants.

Receipt of this Notice does not necessarily mean that you are a D&O Class Member or that you will be entitled to receive
proceeds from the settlement. If you wish to participate in the distribution of the proceeds from the settlement, you will be
required to submit the Claim Form that is included with this Notice, as described in Question 13 below.

2
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2. What is this lawsuit about?

The operative complaint in the Action, the Third Amended Class Action Complaint dated April 23, 2010 (the “Complaint”),
asserts (i) claims under the Securities Act of 1933 against certain current and/or former Lehman officers and directors, Ernst
& Young LLP (“E&Y”), and certain alleged underwriters of certain Lehman offerings, and (ii) claims under the Securities
Exchange Act of 1934 against certain former Lehman officers and E&Y. The Complaint alleges, among other things, that
during the Settlement Class Period and in connection with the Offering Materials, defendants made misrepresentations and
omissions of material facts concerning certain aspects of Lehman’s financial results and operations. On September 15,
2008, Lehman Brothers Holdings Inc. filed for bankruptcy protection under Chapter 11 of the Bankruptcy Code and, as a
result, is not named as a defendant in this Action. On July 27, 2011, the court issued an order granting the defendants’
motions to dismiss regarding certain of the claims in the Complaint and denying the defendants’ motions to dismiss with
respect to other claims.

3. Why is this a class action?

In a class action lawsuit, one or more persons or entities known as class representatives — in this case the “Lead Plaintiffs”
are Alameda County Employees’ Retirement Association, Government of Guam Retirement Fund, Northern Ireland Local
Government Officers’ Superannuation Committee, City of Edinburgh Council as Administering Authority of the Lothian
Pension Fund, and Operating Engineers Local 3 Trust Fund — assert legal claims on behalf of all persons and entities with
similar legal claims.” The Lead Plaintiffs sued on behalf of others who have similar claims. All of these people together are
referred to as the “D&O Class” or as “D&0O Class Members.” One Court resolves the issues for all D&O Class Members,
except for any persons or entities who choose to exclude themselves from the D&O Class (see Question 17 below), if the
Court determines that a class action is an appropriate method to do so.

4. Why is there a settlement?

The D&O Defendants have agreed to settle the Action. The Court did not decide in favor of the Lead Plaintiffs or the D&O
Defendants. The Settling Parties disagree on both liability and the amount of damages that could be won if Lead Plaintiffs
had prevailed at trial. Specifically, the Settling Parties disagree, among other things, on (1) whether the statements made or
facts allegedly omitted were material, false or misleading, (2) whether the D&O Defendants are otherwise liable under the
securities laws for those statements or omissions, and (3) the average amount of damages per security, if any, that would
be recoverable if Lead Plaintiffs were to prevail. Moreover, there are limitations on the ability of the Individual Defendants to
pay a substantial judgment. And, in a recent Bankruptcy Court filing, Lehman Brothers Holding Inc. has stated that, taking
into account settlement payments that have been or are contemplated to be made, as well as defense costs that have been
or are contemplated to be paid by the Debtors’ third party insurers under the Debtors’ 2007-08 D&O Policies, the Debtors
“anticipate that the limits of liability of the 2007-2008 D&O policies [the insurance policies that have been used to cover this
Action] will be fully exhausted by year end.” Instead of continuing to litigate the Action, both sides agreed to a settlement.
That way, the Settling Parties avoid the cost of a trial, and the people affected — the D&O Class Members — will get
compensation. Based upon their investigation and extensive mediation efforts, and after considering (a) the attendant risks
of litigation, (b) the desirability of permitting the Settlement to be consummated as provided by the terms of the Stipulation,
and (c) the diminishing resources to fund a settlement or an adverse judgment, if any, against the D&O Defendants, Lead
Plaintiffs and their lawyers believe that the settlement is in the best interests of the D&O Class Members.

The D&O Defendants have denied the claims asserted against them in the Action and deny having engaged in any
wrongdoing or violation of law of any kind whatsoever. The D&O Defendants have agreed to the settlement solely to
eliminate the burden and expense of continued litigation. Accordingly, the settlement may not be construed as an
admission of any D&O Defendant’s wrongdoing.

5. Are the other defendants included in this settlement?

No. This Settlement only includes the D&O Defendants. The lawsuit is continuing against E&Y, Lehman’s auditor during the
Settlement Class Period, and UBS Financial Services, Inc.

2 Additional named plaintiffs in this Action are Brockton Contributory Retirement System; Inter-Local Pension Fund of the Graphic Communications

Conference of the International Brotherhood of Teamsters; Police and Fire Retirement System of the City of Detroit; American European Insurance
Company; Belmont Holdings Corp.; Marsha Kosseff; Stacey Oyler; Montgomery County Retirement Board; Fred Telling; Stuart Bregman; Irwin and Phyllis
Ingwer; Carla LaGrassa; Teamsters Allied Benefit Funds; Francisco Perez; Island Medical Group PC Retirement Trust f/b/o Irwin Ingwer; Robert
Feinerman; John Buzanowski; Steven Ratnow; Ann Lee; Sydney Ratnow; Michael Karfunkel; Mohan Ananda; Fred Mandell; Roy Wiegert; Lawrence Rose;
Ronald Profili; Grace Wang; Stephen Gott; Juan Tolosa; Neel Duncan; Nick Fotinos; Arthur Simons; Richard Barrett; Shea-Edwards Limited Partnership;
Miriam Wolf; Harry Pickle (trustee of Charles Brooks); Barbara Moskowitz; Rick Fleischman; Karim Kano; David Kotz; Ed Davis; and Joe Rottman.

3
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Lead Plaintiffs have reached separate settlements with certain of the underwriters (the “Settling Underwriter Defendants”) in

the total amount of $426,218,000. A separate notice addresses those settlements in detail (the “UW Notice”). If you did not
receive a copy of the UW Notice along with this notice, you can obtain a copy by visiting the settlement website listed below
or by contacting the claims administrator.

6. What are the UW Settlements and am | included in those settlements?

Lead Plaintiffs have obtained proposed cash settlements with the Settling Underwriter Defendants in the total amount of
$426,218,000, which are separate and apart from the proposed settlement with the D&O Defendants. You should have
received a similar notice explaining the UW Settlements along with this notice. If you are a D&O Class Member you may
also be a class member for purposes of the UW Settlements and you may be eligible to participate in the UW settlements as
well, but that depends on what securities you purchased and you should review both notices to determine if you are eligible
to participate in each settlement.

As explained in Question 13 below, you must submit a Claim Form in order to participate in any or all of the settlements.
The Claim Form you submit in connection with this settlement will also be reviewed in connection with the UW Settlements.
You do not have to submit a separate Claim Form for the UW Settlements. Please be sure to include all of your
transactions in the Lehman securities listed on the Claim Form.

WHO IS IN THE SETTLEMENT

To see if you will get money from this settlement, you first have to determine if you are a D&O Class Member.

7. How do | know if | am part of the settlement?

Judge Kaplan has determined that everyone who fits the following description is a D&O Class Member, unless you are
excluded from the D&O Class as described in Question 8 below: All persons and entities who (1) purchased or
acquired Lehman securities identified in Appendix A hereto pursuant or traceable to the Shelf Registration
Statement and who were damaged thereby, (2) purchased or acquired any Lehman Structured Notes identified in
Appendix B hereto pursuant to or traceable to the Shelf Registration Statement and who were damaged thereby, or
(3) purchased or acquired Lehman common stock, call options, and/or sold put options between June 12, 2007 and
September 15, 2008 through and inclusive, and who were damaged thereby.

8. Are there exceptions to being included?

Yes. Excluded from the D&O Class are: (i) Defendants, (i) Lehman, (iii) the executive officers and directors of each
Defendant or Lehman, (iv) any entity in which Defendants or Lehman have or had a controlling interest, (v) members of
Defendants’ immediate families, and (vi) the legal representatives, heirs, successors or assigns of any such excluded party.
Also excluded are any persons or entities who timely and validly request exclusion from the D&O Class as set forth in this
Notice.

9. I'm still not sure if I'm included.

If you are not sure whether you are a D&O Class Member, you may visit www.LehmanSecuritiesLitigationSettlement.com or
you can contact the Claims Administrator for the settlement, GCG, by writing to In Re: Lehman Brothers Equity/Debt
Securities Litigation, c/o GCG, P.O. Box 9821, Dublin, OH 43017-5721 or by calling (800) 505-6901. You may also want to
contact your broker to see if you bought the Lehman Securities eligible to participate in the settlement.

THE SETTLEMENT BENEFITS — WHAT YOU GET

10. What does the settlement provide?

A Settlement Fund for $90,000,000 has been established. If the settlement is approved, the Settlement Fund, less Court-
awarded attorneys’ fees and expenses, the costs of administering the settlement and taxes, if any (the “Net Settlement
Fund”), will be distributed to eligible D&O Class Members.

11. How much will my payment be?

The proposed Plan of Allocation provides for distribution of the Net Settlement Fund to Authorized Claimants. Each person
claiming to be a claimant entitled to share in the Net Settlement Fund (“Authorized Claimant”) shall be required to submit a
Claim Form signed under penalty of perjury and supported by such documents as specified in the Claim Form.
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All Claim Forms must be postmarked no later than May 17, 2012 addressed as follows:

In Re: Lehman Brothers Equity/Debt Securities Litigation
c/o GCG
Claims Administrator
P.O. Box 9821
Dublin, OH 43017-5721

Unless otherwise ordered by the Court, any D&O Class Member who fails to submit a properly completed and signed Claim
Form within such period as may be ordered by the Court shall be forever barred from receiving any payments pursuant to
the settlement, but will in all other respects be subject to the provisions of the Stipulation of Settlement and Release dated
October 14, 2011 (the “Stipulation”) entered into by the Settling Parties and the final judgment entered by the Court.

The Plan of Allocation is a matter separate and apart from the proposed settlement, and any decision by the Court
concerning the Plan of Allocation shall not affect the validity or finality of the proposed settlement. The Court may approve
the Plan of Allocation with or without modifications agreed to among the Settling Parties, or another plan of allocation,
without further notice to D&O Class Members.

The proposed Plan of Allocation, which is subject to Court approval, is attached as Appendix C to this Notice. Please
review the Plan of Allocation carefully.

12. What am | giving up as part of the settlement?

If the settlement is approved by the Court and becomes final, you will be releasing the D&O Defendants (as set forth in
Question 1 above) and certain parties related to the D&O Defendants (i.e., the “Released Parties” as set forth in paragraph
1(hh) of the Stipulation) for all of the Settled Claims defined in paragraph 1(jj) of the Stipulation. These claims are called
“Settled Claims” and are those brought in this case or that could have been raised in the case, as fully defined in the
Stipulation. The Stipulation is available at www.LehmanSecuritiesLitigationSettlement.com. The Stipulation describes the
Settled Claims with specific description, in necessarily accurate legal terminology, so please read it carefully.

The Settling Parties will also seek, among other things, a judgment reduction order in connection with the Judgment in the
Action. A judgment reduction order generally reduces the liability of non-settling defendants and/or certain other parties for
common damages by the greater of the settlement amount paid by or on behalf of the settling defendants for common
damages or the percentage share of responsibility of the settling defendants for common damages.3

13. How can | get a payment?

If you are a D&O Class Member you will need to submit a Claim Form and the necessary supporting documentation to
establish your potential eligibility to share in the Net Settlement Fund. A Claim Form is included with this Notice, or you may
go to the website maintained by the Claims Administrator, www.LehmanSecuritiesLitigationSettlement.com, to request that
a Claim Form be mailed to you. Submitting a Claim Form does not necessarily guarantee that you will receive a payment.
Please refer to the attached Plan of Allocation for further information on how Lead Plaintiffs propose the Settlement Fund
will be allocated.

Please retain all records of your ownership of and transactions in Lehman Securities, as they may be needed to document
your claim.

14. When will | get my payment?

If the settlement is approved, it will take time for the Claims Administrator to review all of the Claim Forms that are submitted
and to decide pursuant to the Plan of Allocation how much each claimant should receive. This could take many months.
Furthermore, distribution may be postponed until the end of the case, so that any additional money collected from any future
settlements may be distributed at the same time. Please check the website for updates.

EXCLUDING YOURSELF FROM THE SETTLEMENT

If you do not want a payment from this settlement, but you want to keep the right to sue or continue to sue the D&O
Defendants on your own about the same claims being released in this settlement, then you must take steps to exclude
yourself from the settlement. This is sometimes referred to as “opting out” of the settlement class. See Question 17 below.

® The Settling Parties will also seek to include in the Judgment a “bar order” that will, among other things, bar certain claims for contribution and
indemnification against or by the Settling Defendants and/or certain other related parties. The bar order typically does not apply to Settlement Class
Members.

5
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15. If I exclude myself, can | get money from this settlement?

No. If you exclude yourself from the D&O Class, you will not be able to request a payment from this settlement, and you
cannot object to this settlement. You will not be bound by anything that happens in this lawsuit with respect to the D&O
Defendants, and you may be able to sue the D&O Defendants on your own in the future. Excluding yourself from this D&O
Class will not automatically exclude you from any other, or subsequent, settlement class relating to any future settlement
with other defendants. Accordingly, excluding yourself from the D&O Class will not automatically exclude you from the
settlement class in the UW Settlements referenced above. A request for exclusion should specifically indicate that the
person or entity wishes to be excluded from the D&O Settlement Class, the UW Settlement Class, or both. In the event the
person or entity does not specify which settlement class he/shel/it seeks to be excluded from, the request will be interpreted
as seeking to be excluded from both the D&O Settlement Class and the UW Settlement Class.

16. If I do not exclude myself, can | sue later?

No. Unless you exclude yourself, you give up any right to sue the D&O Defendants or any of the other released parties for
the claims being released by this settlement. If you have a pending lawsuit relating to the claims being released in the
Action against any of the D&O Defendants, you should speak to your lawyer in that case immediately.

17. How do | get out of the settlement?

To exclude yourself from the D&O Class, you must send a letter by mail saying that you want to be excluded from the D&O
Class in the In re Lehman Brothers Equity/Debt Securities Litigation — D&O Settlement, Case Nos. 08-CV-5523, 09-MD-
2017 (LAK). Be sure to include your name, address, telephone number and your signature. You must also include
information concerning your transactions in Lehman Securities, including the date(s), price(s), type(s) and amount(s) of all
purchases, acquisitions, and sales of the eligible Lehman Securities during the Settlement Class Period. The request for
exclusion must be signed by the person or entity requesting exclusion, and provide a telephone number for that person or
entity. Requests for exclusion will not be valid if they do not include the information set forth above. You must mail your
exclusion request so that it is received no later than March 22, 2012 to:

In Re: Lehman Brothers Equity/Debt Securities Litigation
clo GCG
Claims Administrator
P.O. Box 9821
Dublin, OH 43017-5721
*Please keep a copy of everything you send by malil, in case it is lost or destroyed during mailing.
You cannot exclude yourself over the phone or by e-mail.

THE LAWYERS REPRESENTING YOU

18. Do | have a lawyer in this case?

The Court has appointed the law firms of Bernstein Litowitz Berger & Grossmann LLP and Kessler Topaz Meltzer & Check,
LLP to represent you and the other D&O Class Members. These lawyers are called Lead Counsel. You may contact them
as follows: David R. Stickney, Esq., Bernstein Litowitz Berger & Grossmann LLP, 12481 High Bluff Drive, Suite 300, San
Diego, CA 92130, (866) 648-2524 blbg@blbglaw.com, or David Kessler, Kessler Topaz Meltzer & Check, LLP, 280 King of
Prussia Road, Radnor, PA 19087, (610) 667-7706, info@ktmc.com. You will not be separately charged for these lawyers
beyond your pro rata share of any attorneys’ fees and expenses awarded by the Court that will be paid from the Settlement
Fund. If you want to be represented by your own lawyer, you may hire one at your own expense.

19. How will the lawyers be paid?

Lead Counsel have not received any payment for their services in pursuing claims against the D&O Defendants on behalf of
the D&O Class, nor have they been reimbursed for their out-of-pocket expenses. Before final approval of the settlement,
Lead Counsel intend to apply to the Court for an award of attorneys’ fees, as compensation for investigating the facts,
litigating the case and negotiating the settlement, on behalf of all Plaintiffs’ Counsel not to exceed 17.5% of the Settlement
Amount, plus interest thereon. At the same time, Lead Counsel also intend to apply for reimbursement of Litigation
Expenses in an amount not to exceed $2.5 million, plus interest thereon. The total amount of Litigation Expenses awarded
by the Court will be paid to Lead Counsel from the settlements in pro rata amounts. Litigation Expenses may include
reimbursement of the expenses of Lead Plaintiffs in accordance with 15 U.S.C. § 78u-4(a)(4). The Court may award less
than the requested amounts. Any payments to the attorneys for fees or expenses, now or in the future, will first be
approved by the Court.
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OBJECTING TO THE SETTLEMENT

You can tell the Court that you don’t agree with the settlement or some part of it.

20. How do | tell the Court if | don’t like the settlement?

If you are a D&O Class Member, you can object to the settlement if you don't like any part of it. To object, you must send a
letter saying that you object to the settlement in the In re Lehman Brothers Equity/Debt Securities Litigation — D&O
Settlement, Case Nos. 08-CV-5523, 09-MD-2017 (LAK) and the reasons why you object to the settlement. Be sure to
include your name, address, telephone number and your signature. You must also include information concerning all of
your transactions in Lehman Securities, including the date(s), price(s), type(s) and amount(s) of all purchases, acquisitions,
and sales of the eligible Lehman Securities during the Settlement Class Period to confirm that you are a member of the
D&O Class, including brokerage confirmation receipts or other competent documentary evidence of such transactions. The
objection must include a written statement of all grounds for an objection accompanied by any legal support for the
objection; copies of any papers, briefs or other documents upon which the objection is based; a list of all persons who will
be called to testify in support of the objection; a statement of whether the objector intends to appear at the Fairness
Hearing; a list of other cases in which the objector or the objector’s counsel have appeared either as settlement objectors or
as counsel for objectors in the preceding five years; and the objector’s signature, even if represented by counsel. If you are
not a member of the D&O Class, you cannot object to the settlement as it does not affect you. Any objection to the
settlement must be received by each of the following by March 22, 2012:

CLERK OF THE COURT LEAD COUNSEL REPRESENTATIVE COUNSEL FOR
THE INDIVIDUAL DEFENDANTS

UNITED STATES DISTRICT BERNSTEIN LITOWITZ BERGER | DECHERT LLP

COURT FOR THE SOUTHERN & GROSSMANN LLP Adam J. Wasserman

DISTRICT OF NEW YORK David Stickney 1095 Avenue of the Americas

Clerk of the Court 12481 High Bluff Drive, Suite 300 | New York, NY 10036

500 Pearl Street San Diego, CA 92130-3582

New York, NY 10007 KESSLER TOPAZ

MELTZER & CHECK, LLP
David Kessler

John Kehoe

280 King of Prussia Road
Radnor, PA 19087

21. What's the difference between objecting and excluding?

Objecting is simply telling the Court that you do not like something about the settlement, the Plan of Allocation, and/or the
application for attorneys’ fees and Litigation Expenses. You can object only if you stay in the D&O Class. Excluding
yourself is telling the Court that you do not want to be part of the settlement. If you exclude yourself, you have no basis to
object because the case no longer affects you.

THE COURT’S FAIRNESS HEARING

The Court will hold a hearing to consider whether to approve the settlement, the Plan of Allocation and the application for
attorneys’ fees and Litigation Expenses. You may attend and you may ask to speak, but you don't have to.

22. When and where will the Court decide whether to approve the settlement?

The Court will hold a fairness hearing at 4:00 p.m., on April 12, 2012, before the Honorable Lewis A. Kaplan at the United
States District Court for the Southern District of New York, Daniel Patrick Moynihan United States Courthouse, 500 Pearl St,
New York, NY 10007, Courtroom 12D. At this hearing, the Court will consider whether the settlement and the Plan of
Allocation are fair, reasonable, and adequate. If there are objections, the Court will consider them. Judge Kaplan will listen
to people who have asked to speak at the hearing. Judge Kaplan may also consider Lead Counsel’'s application for
attorneys’ fees and Litigation Expenses at this time. The fairness hearing may occur on a different date without additional
notice, so it is a good idea to check www.LehmanSecuritiesLitigationSettlement.com for updated information.
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23. Do I have to come to the fairness hearing?

No. Lead Counsel will answer any questions Judge Kaplan may have. But, you are welcome to attend the hearing at your
own expense. If you send an objection, you do not have to come to Court to talk about it. As long as your written objection
was received on time, the Court will consider it. You may also pay your own lawyer to attend, but it is not required.

24. May | speak at the fairness hearing?

You may ask the Court for permission to speak at the fairness hearing. To do so, you must send a letter stating that it is
your “Notice of Intention to Appear in the In re Lehman Brothers Equity/Debt Securities Litigation, Case Nos. 08-CV-5523,
09-MD-2017 (LAK).” Be sure to include your name, address, telephone number, your signature, and also identify your
transactions in Lehman Securities, including the date(s), price(s), type(s) and amount(s) of all purchases, acquisitions, and
sales of the eligible Lehman Securities during the Settlement Class Period. Your notice of intention to appear must be
received no later than March 22, 2012, and must be sent to the Clerk of the Court, Lead Counsel, and Representative
Counsel for the Individual Defendants, at the addresses listed in Question 20 above. You cannot speak at the hearing if
you exclude yourself from the D&O Class.

IF YOU DO NOTHING

25. What happens if | do nothing at all?

If you do nothing, you will receive no money from this settlement. But, unless you exclude yourself, you will not be able to
start a lawsuit, continue with a lawsuit, or be part of any other lawsuit against the D&O Defendants or other released parties
about the same claims being released in this settlement. You will be able to act on any rights you have against the non-
settling defendants.

GETTING MORE INFORMATION

26. How do | get more information?

This notice summarizes the settlement. More details are contained in the Stipulation. You can get a copy of the Stipulation
and more information about the settlement by visiting www.LehmanSecuritiesLitigationSettlement.com. You may also write
to the Claims Administrator at, In re Lehman Brothers Equity/Debt Securities Litigation, c/o GCG, Claims Administrator, P.O.
Box 9821, Dublin, OH 43017-5721.

INFORMATION FOR BROKERS AND OTHER NOMINEES

27. What if | bought Lehman Securities for a beneficial owner?

If you bought Lehman Securities as a hominee for a beneficial owner as described in the first bullet point on page 1 above,
the Court has directed that, within fourteen (14) days after you receive the Notice, you must either:

(1) provide the names and addresses of such persons and entities to the Claims Administrator, GCG, and GCG will send
a copy of the Notice and Claim Form to the beneficial owners; or

(2) send a copy of the Notice and Claim Form by first class mail to the beneficial owners of such Lehman Securities. You
can request copies of these documents by contacting the Claims Administrator or print and download copies by going to
www.LehmanSecuritiesLitigationSettlement.com.

If you verify and provide details about your assistance with either of these options, you may be reimbursed from the
Settlement Fund for the actual expenses you incur to send the Notice and Claim Form, including postage and/or the
reasonable costs of determining the names and addresses of beneficial owners. Please send any requests for
reimbursement, along with appropriate supporting documentation, to: In Re: Lehman Brothers Equity/Debt Securities
Litigation, c/lo GCG, Claims Administrator, P.O. Box 9821, Dublin, OH 43017-5721, or visit
www.LehmanSecuritiesLitigationSettlement.com.

DO NOT CALL OR WRITE THE COURT OR THE OFFICE OF THE CLERK OF THE COURT REGARDING THIS NOTICE.

Dated: January 18, 2012 By Order of the Clerk of the Court
United States District Court
Southern District of New York


http://www.lehmansecuritieslitigationsettlement.com/
http://www.lehmansecuritieslitigationsettlement.com/
http://www.lehmansecuritieslitigationsettlement.com/
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Appendix A
SEC Y
ISSUE DATE (CSSI;;
June 9, 2008 Common Stock (524908100)
February 5, 2008 7.95% Non-Comulative Perpetual Preferred Stock,

(the “Series J Offering”)

April 4, 2008
(the “Series P Offering™)

June 12,2008
(the “Series Q Offering™)

June 15,2007
July 19, 2007
July 19, 2607
July 19,2007

July 31, 2007

August 1, 2007

August 22, 2007

August 29, 2007

September 26, 2007
September 26, 2007
December 5, 2007

December 7, 2007

Series J (the “Series J Shares”)

(52520W317)

7.25% Non-Cumulative Perpetoal Convertible
Preferred Stock, Series P (the “Series P Shares”)
(52523J453)

8.75% Non-Cumulative Mandatory Convertible
Preferred Stock, Series Q (the “Series Q Shares”)
{(52520W218)

Medium-Term Notes, Series I

(52517P289)

6% Notes Due 2012

(52517P4C2)

6.50% Subordinated Notes due 2017
(524908R36)

6.875% Subordinated Notes Due 2037
(524908R44)

100% Principal Protected Notes Linked to a
Basket Consisting of a Foreign Equity Component
and a Currency Componesit

(524908K25)

Partial Principal Protection Notes Linked to 2
Basket of Global Indices

(52490892)

Annual Review Notes with Contingent Principal
Protection Linked to an Index

(52517P4Y4)

Medium-Term Notes, Series I

(52517P4T5)

6.2% Notes Due 2014

(52517P5X5)

7% Notes Due 2027

(52517P5Y3)

Medium-Term Notes, Series I
(5252MOAUT)

Medium-Term Notes, Series 1
(5252MOAWT)
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December 21, 2007
December 28, 2007
January 22, 2008
January 30, 2008

February 5, 2008
February 14, 2008

February 20, 2008

February 27, 2008

March 13,2008

April 21, 2008
April 21, 2008

April 24,2008

April 29,2008
May 7, 2008

May 9, 2008
May 19, 2008

June 13, 2008

June 26, 2008

6.75% Subordinated Notes Due 2017
(5249087M6)

Medium-Term Notes, Series 1
(5252M0AY3)

5.625% Notes Duoe 2013
(5252M0BZ9)

Medium-Tertm Notes, Series I
(5252MO0BX4)

Lehman Notes, Series D (52519FFE6)
Medium-Term Notes, Series |

Principal Protected Notes Linked to MarQCul
Portfolio A (USD) Index

(5252MODKO0)

Buffered Retumn Bnhanced Notes Linked to the
Financial Select Sector SPDR Fund
(5252MODH7)

Medism-Term Notes, Series
(5252M0CQ8)
Medium-Term Notes, Series I
(5252MOEH®6)

Medium-Term Notes, Series I
(5252MOEY9)

Mediurm-Term Notes, Series [
(5252MOFAD) '

6.875% Notes Due 2018
(5252MOFD4)

Lehman Notes, Series D (52519FFM8)
Buffered Semi-Annual Review Notes Linked to
the Financial Select Sector SPDR® Fund
(5252MOFR3)

7.50% Subordinated Notes Due 2038
(5249087N4)

Medium-Term Notes, Series
(5252MOFHS5)

Annual Review Notes with Contingent Principal
Protection Linked to the S&P 500® Index
(5252M0GM3)

Medium-Term Notes, Series I
(5252MOGN1)
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Appendix B

IsSUE DATE

March 30, 2007
March 30, 2007

April 30, 2007

April 30, 2007
May 31, 2007

Tune 29, 2007
July 31, 2007

August 31, 2007
August 31, 2007

September 28, 2007

September 28, 2007

SECURITY
{cusip)

100% Principal Protection Notes Linked to a Global
Index Basket

(52520W564) (524908VP2)
Performance Securities with Partial Protection Linked to
a Global Index Basket

(52520W556) (524908VQ0)

100% Principal Protection Callable Spread Daily
Accrual Notes with Interest Linked to the Spread

between the 30-year and the 2-year Swap Rates
(52517PX63)
Performance Securities with Partial Protection Linked to
a Global Index Basket

(52520W515)

100% Principal Protection Notes Linked to a Currency
Basket

(52520W440)

100% Principal Protection Callable Spread DailyAccrual
Notes with Interest Linked to the Spread between the 30-
year and the 2-year Swap Rates

(52517P2P5)

100% Principal Protection Callable Spread Daily
Accrual Notes with Interest Linked to the Spread

between the 30-year and the 2-year Swap Rates
(52517P3H2) A

100% Principal Protection Notes Linked to an
International Index Basket

(52522L186)

100% Principal Protection Notes Linked to a Global

Index Basket
(525221.889)

Performance Securities with Partial Protection Linked to
a Global Index Basket

(525221.244)

100% Principal Protection Callable Spread Daily
Accrual Notes with Intergst Linked to the Spread

between the 30-year and the 2-year Swap Rates
(52517P5K3)

11
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October 31,2007

CGetober 31,2007

October 31, 2007
October 31, 2007

November 30, 2007

November 30, 2007

December 31, 2007

Jarniary 31, 2008

January 31, 2008
Jaruary 31, 2008
Febmuary 8, 2008

February 29, 2008

February 29, 2008

February 29, 2008
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Medium-Term Notes, Series I, 100% Principal
Protection Notes Linked to an Asian Currency Basket
(52520W341)

100% Principal Protection Absolute Return
Barrier Notes Linked to the S&P 500 Index

(525221.293)

Return Optimization Securities Linked to an Index
(525221319)
Return Optimization Securities Linked to an Index
(525221.333)

100% Principal Protection Notes Linked to an Asian
Currency Basket

(52520W333)
Return Optimization Securities with Partial Protection
Linked to the S&P 500® Index

(525221459)

Return Optimization Securities with Partial Protection
Linked to the S&P 5008 Index

(525221.491)

100% Principal Protection Callable Spread Daily
Aceroal Notes with Interest Linked to the Spread
between the 30-year and the 2-year Swap Rates
(52517P4N8)

100% Prinoipal Protection Notes Linked to an Aglan
Currency Basket

(52520W325)

100% Principal Protection Absoluts Return Barrier
Notes Linked to the S&P 500® Index

(525221.525)
Auttocallable Optimization Securities with Contingent
Protection Linked to the S&P 500® Financials Index
(525221.657)

100% Principul Protection Callable Spread Daily
Accrual Notes with Interest Linked to the Spread
between the 30-year and the 2-year Bwap Rates
(5252MOCZ8)

Return Optimization Securities with Partial Protection
Notes Linked to the S&P 500® Index

(52522L.574)

100% Principal Protection Absolute Return Barrier
Notes Linked to the Russell 2000® Index

(525221.566)
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February 29, 2008

March 31, 2008

March 31, 2008

March 31, 2008

March 31, 2008

April 23, 2008

May 15, 2008

May 30,2008

June 30, 2008

June 30, 2008

100% Principal Protection Notes Linked to an Asian
Currency Basket

(525233412)
Return Optimization Securities with Partial Protection
Notes Linked to the S&F 500® Index

{525221.806)
Return Optimization Securities with Partial Protection
Notes Linked to the MSCI EM Index

(525221.814)
Bearish Autocallable Optimization Securities with
Contingent Protection Linked to the Energy Select
Sector SPDR® Fund

(525221L.871)

100% Principal Protection Absolute Return Barrier
Notes Linked to the Russell 2000® Index
(525221.798)
Return Optimization Securities with Partial Protection
Linked to a Basket of Global Indices

(525231172)
Return Optimization Securities with Partial Protection
Linked to the S&P 500 Financials Index

(525233206)
Return Optimization Securities with Partial Protection
Linked to the S&P 500® Financials Index
(52523)230)

100% Principal Protection Absolute Return Barrier
Notes

(525233248)

100% Principal Protection Absolute Refutn Barrier

Notes
(52523J255)
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Appendix C

PLAN OF ALLOCATION FOR THE D&O NET SETTLEMENT FUND

A. Preliminary Matters

Pursuant to the settlement reached with the D&0O Defendants (the “D&O Settlement”), the D&O Defendants have
caused to be paid $90 million in cash (the “D&O Settlement Amount”). The D&O Settlement Amount and the interest earned
thereon is the “D&0O Gross Settlement Fund.” The D&O Gross Settlement Fund, after deduction of Court-approved
attorneys’ fees and Litigation Expenses, notice and administration expenses, and taxes and tax expenses, is the “D&0O Net
Settlement Fund.” The D&O Net Settlement Fund will be distributed to D&O Class Members who are entitled to share in the
distribution, who submit timely and valid Proofs of Claim (“Authorized Claimants”), and whose payment from the D&O Net
Settlement Fund equals or exceeds fifty dollars ($50.00).

The objective of the proposed plan of allocation set forth below (the “D&O Plan of Allocation” or “D&0O Plan”) is to
equitably distribute the D&O Net Settlement Fund to those Authorized Claimants who suffered losses as a result of the
misstatements alleged in the Action. The calculations made pursuant to the D&O Plan of Allocation, which has been
developed in consultation with Lead Plaintiffs’ damages consulting expert, are not intended to be estimates of, nor indicative
of, the amounts that D&O Class Members might have been able to recover after a trial. Nor are the calculations made
pursuant to the D&O Plan of Allocation intended to be estimates of the amounts that will be paid to D&O Class Members
pursuant to the D&O Settlement. The calculations made pursuant to the D&O Plan of Allocation are only a method to weigh
the claims of D&O Class Members against one another for the purpose of making pro rata allocations of the D&0O Net
Settlement Fund.

The D&O Plan of Allocation is the plan that is being proposed to the Court for approval by Lead Plaintiffs and Lead
Counsel after consultation with their damages consulting expert. The Court may approve the D&O Plan as proposed or
may modify the D&O Plan without further notice to the D&O Class. The D&O Defendants had no involvement in the
proposed plan of allocation.

Any Orders regarding any modification of the D&O Plan of Allocation will be posted on the settlement website,
www.LehmanSecuritiesLitigationSettlement.com. Court approval of the D&O Settlement is independent from Court
approval of the D&O Plan of Allocation. Any determination with respect to the D&O Plan of Allocation will not affect the
D&O Settlement, if approved.

Each person or entity claiming to be an Authorized Claimant will be required to submit a Proof of Claim Form (“Claim
Form”), signed under penalty of perjury and supported by such documents as specified in the Claim Form, postmarked on
or before May 17, 2012 to the address set forth in the accompanying Claim Form.

If you are entitled to a payment from the D&O Net Settlement Fund, your share of the D&O Net Settlement Fund will
depend on, among other things, (i) the total amount of Recognized Claims resulting from valid Claim Forms submitted, (ii)
the type and amount of Lehman securities you purchased, acquired and/or sold during the Settlement Class Period, and (iii)
the dates on which you purchased, acquired and/or sold such Eligible Securities (as defined below).

By following the D&O Plan of Allocation below, you can calculate your “Overall Recognized Claim.” The Claims
Administrator will distribute the D&O Net Settlement Fund according to the D&O Plan of Allocation after the deadline for
submission of Claim Forms has passed and upon a motion to the Court. At this time, it is not possible to make any
determination as to how much a D&O Class Member may receive from the D&O Settlement.

Unless the Court otherwise orders, any D&O Class Member who fails to submit a Claim Form by the deadline, and who
does not request exclusion from the D&O Class in accordance with the requirements set forth in Question 17 of the Notice
of Pendency of Class Action and Proposed Settlement with the Director and Officer Defendants, Settlement Fairness
Hearing and Motion for Attorneys’ Fees and Reimbursement of Litigation Expenses (the “D&O Notice”) shall be forever
barred from receiving payments pursuant to the D&O Settlement but will in all other respects remain a D&O Class Member
and be subject to the provisions of the Stipulation of Settlement and Release dated October 14, 2011 and the D&O
Settlement embodied therein, including the terms of any judgments entered and releases given.

B. Definitions
This D&O Plan of Allocation is based on the following definitions (listed alphabetically), among others:

1. “Authorized Claimant” is a D&0O Class Member who submits a timely and valid Claim Form to the Claims
Administrator, in accordance with the requirements established by the District Court, and who is approved for
payment from the D&O Net Settlement Fund.

2. “Deflation” means the amount by which the price of a put option was underpriced on each day of the Settlement

Class Period because of the alleged misrepresentations as determined by Lead Plaintiffs’ damages consulting
expert.
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3. “Distribution Amount” is the actual amount to be distributed to an Authorized Claimant from the D&O Net Settlement

Fund.

4. ‘Inflation” is the amount by which the price of Lehman common stock and exchange-traded call options were
overpriced on each day of the Settlement Class Period as determined by Lead Plaintiffs’ damages consulting
expert.

5. “Overall Recognized Claim” is the total of an Authorized Claimant’s Net Recognized Losses (defined below) for all
of the Eligible Securities (as set forth below).

6. “Purchase” is the acquisition of an Eligible Security by any means other than a purchase transaction conducted for
the purpose of covering a “short sale” transaction.

7. “Sale” is the disposition of an Eligible Security by any means other than a “short sale” transaction.
8. “Secondary Offering” refers to the secondary public offering of Lehman common stock on June 9, 2008.

9. “Settlement Class Period” means the period between June 12, 2007 and September 15, 2008, through and
inclusive, as applicable to transactions in common stock and exchange-traded call and put options.

10. “Unit” is the measure by which the security is denominated (i.e., share, option contract, note).
C. Eligible Securities

The Lehman securities covered by the D&O Settlement and for which an Authorized Claimant may be entitled to receive
a distribution from the D&O Net Settlement Fund (the “Eligible Securities”) include the following:

e Common stock purchased during the Settlement Class Period;
o Preferred stock listed on Exhibit 2;

e Senior unsecured notes (including “Principal Protected” Notes and other Structured Notes) and subordinated notes
listed on Exhibit 3; and

e Exchange-traded call and put options listed on Exhibit 4.

FIFO Matching: If a D&O Class Member has more than one purchase/acquisition or sale of Eligible Securities, all
purchases/acquisitions and sales of like securities shall be matched on a First In, First Out (“FIFO”) basis, such that sales
will be matched against purchases/acquisitions of the same security in chronological order, beginning first with the opening
positions, if any, and then with the earliest purchase/acquisition made during the Settlement Class Period. Note: Short
sales and purchases to cover short sales (whether they occurred before, during, or after the Settlement Class Period) are
not included when calculating an Authorized Claimant’'s Recognized Loss or Recognized Gain. Short sales and purchases
to cover short sales are, however, included when calculating an Authorized Claimant’s Trading Losses/Gains.

Date of Transaction: Purchases or acquisitions and sales of Eligible Securities shall be deemed to have occurred on
the “contract” or “trade” date as opposed to the “settlement” or “payment” date.

Commissions and Other Trading Expenses: Commissions or other trading expenses that an Authorized Claimant
incurred in connection with the purchase or acquisition and sale of an Eligible Security will not be included when calculating
an Authorized Claimant’'s Recognized Loss or Recognized Gain.

Treatment of the Acquisition or Disposition of an Eligible Security by Means of a Gift, Inheritance or Operation of Law:
The receipt or grant by gift, inheritance or operation of law of an Eligible Security shall not be deemed a purchase,
acquisition or sale of an Eligible Security for the calculation of an Authorized Claimant’'s Recognized Loss or Recognized
Gain, nor shall such receipt or grant be deemed an assignment of any claim relating to the purchase/sale of any Eligible
Security, unless (i) the donor or decedent purchased or acquired such Eligible Security during the Settlement Class Period;
(ii) no Claim Form was submitted on behalf of the donor, on behalf of the decedent, or by anyone else with respect to such
Eligible Security; and (iii) it is specifically so provided in the instrument of gift or assignment.

Holding Value in Lieu of Pricing Information: To determine the appropriate measurement of damages under Section
11(e) of the Securities Act of 1933, the D&O Plan uses October 28, 2008 as the date when the suit was brought. Where
information is unavailable to determine the October 28, 2008 closing price for certain senior unsecured notes, the closing
price is determined by averaging the closing prices of the senior unsecured notes where such pricing information is
available (as reflected on Exhibit 3). Likewise, where pricing information is unavailable to determine the October 28, 2008
closing price for certain subordinated notes, the closing price is determined by averaging the closing prices of the
subordinated notes where such pricing is available (as reflected on Exhibit 3).
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Calculating Net Recognized Loss or Net Recognized Gain: An Authorized Claimant’s Recognized Loss will be offset by
the Authorized Claimant’s Recognized Gain, resulting in a Net Recognized Loss or a Net Recognized Gain for each Eligible
Security. For all Eligible Securities, an Authorized Claimant’s Net Recognized Loss and Net Recognized Gain will be added
together to compute an Overall Net Recognized Loss or an Overall Net Recognized Gain. In the event an Authorized
Claimant has an Overall Net Recognized Gain, i.e., the total Net Recognized Gain for all Eligible Securities exceeds the
Overall Net Recognized Loss for all Eligible Securities, the Authorized Claimant will not have a Recognized Claim and will
not be eligible to receive a distribution from the D&O Net Settlement Fund.

Calculating Trading Gains and Losses: An Authorized Claimant's Trading Loss will be offset by the Authorized
Claimant’s Trading Gain, resulting in a Net Trading Loss or a Net Trading Gain for each Eligible Security. For all Eligible
Securities, an Authorized Claimant’s Net Trading Loss and Net Trading Gain will be added together to compute an Overall
Trading Loss or an Overall Trading Gain. If an Authorized Claimant has an Overall Trading Gain, i.e., the Net Trading
Gains for all Eligible Securities exceed the Net Trading Losses for all Eligible Securities, the Authorized Claimant will not
have a Recognized Claim and will not be eligible to receive a distribution from the D&O Net Settlement Fund. If an
Authorized Claimant has an Overall Trading Loss that is less than the Authorized Claimant’s Overall Net Recognized Loss,
as defined above, then the Overall Net Recognized Loss shall be limited to the Authorized Claimant’'s Overall Trading Loss.

Calculating an Authorized Claimant’s Overall Recognized Claim: An Authorized Claimant’s Overall Recognized Claim
will be calculated by multiplying the D&O Net Settlement Fund by a fraction, the numerator of which is the Authorized
Claimant’s Overall Recognized Losses (limited to Overall Trading Loss as described above) for all transactions in all Eligible
Securities, and the denominator of which is the aggregate Recognized Losses (limited to Overall Trading Loss as described
above) of all Authorized Claimants for all transactions in all Eligible Securities.

D. Recognized Losses for Lehman Common Stock Purchased/Acquired During the Settlement Class Period
(Other than Lehman Common Stock Purchased/Acquired in the June 9, 2008 Secondary Offering)

For each share of Lehman common stock purchased/acquired during the Settlement Class Period (other than common
stock purchased or acquired in the Secondary Offering), the Recognized Loss or Recognized Gain will be computed by the
Claims Administrator as follows:

a) if sold before June 9, 2008, there is no Recognized Loss or Recognized Gain;

b) if sold between June 9, 2008 and September 11, 2008 (inclusive), the Recognized Loss or Recognized Gain is the
inflation per share on the date of purchase minus the inflation per share on the date of sale (as shown on Exhibit 1);

c) if held as of the close of trading on September 11, 2008, the Recognized Loss or Recognized Gain is the inflation
per share on the date of purchase (as shown on Exhibit 1).*

E. Recognized Losses for Lehman Common Stock Purchased/Acquired in the June 9, 2008 Secondary
Offering

For Lehman common stock purchased/acquired in the Secondary Offering, the Recognized Loss or Recognized Gain
will be computed by the Claims Administrator as follows:

a) if sold between June 9, 2008 and October 28, 2008 (inclusive), the Recognized Loss or Recognized Gain is $28 per
share (i.e., the offering price per share) minus the sale price per share;

b) if sold after October 28, 2008, the Recognized Loss or Recognized Gain is $28 per share (i.e., the offering price per
share) minus the greater of (i) the sale price per share or (ii) $0.06 per share (i.e., the closing price per share on
October 28, 2008);

c) if still held as of the date the Claim Form is filed, the Recognized Loss or Recognized Gain is $28 per share (i.e.,
the offering price per share) minus $0.06 per share (i.e., the closing price per share on October 28, 2008).

F. Recognized Losses for Lehman Preferred Stock

For Lehman Preferred Stock listed on Exhibit 2 purchased/acquired on or before September 15, 2008, the Recognized
Loss or Recognized Gain will be computed by the Claims Administrator as follows:

a) if sold before June 9, 2008, there is no Recognized Loss or Recognized Gain;

“ Due to the impact of Lehman’s bankruptcy on Lehman’s common stock price, the 90-day look-back period under the Private Securities Litigation Reform
Act of 1995 is not being utilized as an offset.
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b) if sold between June 9, 2008 and October 28, 2008 (inclusive), the Recognized Loss or Recognized Gain is the
purchase price per share (not to exceed the respective issue price per share as shown on Exhibit 2) minus the sale
price per share;

c) if sold after October 28, 2008, the Recognized Loss or Recognized Gain is the purchase price per share (not to
exceed the respective issue price per share as shown on Exhibit 2) minus the greater of (i) the sale price per share
or (ii) the respective closing price per share on October 28, 2008 as shown on Exhibit 2;

d) if still held as of the date the Claim Form is filed, the Recognized Loss or Recognized Gain is the purchase price per
share (not to exceed the respective issue price per share as shown on Exhibit 2) minus the respective closing price
per share on October 28, 2008 as shown on Exhibit 2.

G. Recognized Losses for Lehman Senior Unsecured Notes (including “Principal Protected” Notes and other
Structured Notes) and Subordinated Notes

For Lehman Senior Unsecured Notes (including “Principal Protected” Notes and other Structured Notes) and
Subordinated Notes listed on Exhibit 3 purchased/acquired on or before September 15, 2008, the Recognized Loss or
Recognized Gain will be computed by the Claims Administrator as follows:

a) if sold before June 9, 2008, there is no Recognized Loss or Recognized Gain;

b) if sold between June 9, 2008 and October 28, 2008 (inclusive), the Recognized Loss or Recognized Gain is the
purchase price per note (not to exceed the respective issue price per note as shown on Exhibit 3) minus the sale
price per note;

c) if sold after October 28, 2008, the Recognized Loss or Recognized Gain is the purchase price per note (not to
exceed the respective issue price per note as shown on Exhibit 3) minus the greater of (i) the sale price per note or
(ii) the respective closing price per note on October 28, 2008 as shown on Exhibit 3;

d) if still held as of the date the Claim Form is filed, the Recognized Loss or Recognized Gain is the purchase price per
note (not to exceed the respective issue price per note as shown on Exhibit 3) minus the closing price per note on
October 28, 2008 as shown on Exhibit 3.

H. Recognized Losses for Exchange-traded Options on Lehman Common Stock

Exchange-traded options are typically traded in units called contracts. Each contract entitles the option buyer/owner to
100 shares of the underlying stock upon exercise or expiration. For options, a unit is an option with one hundred shares of
Lehman common stock as the underlying security.

An Authorized Claimant will be entitled to a recovery relating to such transactions in exchange-traded call options on
Lehman common stock only if the initial option transaction was either purchasing or acquiring a call option or selling or
writing a put option.

For purposes of the D&O Plan of Allocation, no damages are being attributed to Lehman common stock sold before
June 9, 2008. Accordingly, Authorized Claimants who purchased exchange-traded call options or sold put options that
expired before June 9, 2008 will likewise receive no compensation from the D&O Net Settlement Fund with respect to those
particular transactions.

Inflation/Deflation per option in the prices of call/put options on Lehman common stock is calculated based on the
Black-Scholes option pricing model and the estimated inflation per share in Lehman common stock as identified on
Exhibit 1.

Exhibit 4 displays the amount of Inflation in the prices of Lehman exchange-traded call options and Deflation in the
prices of Lehman exchange-traded put options during the Settlement Class Period that have expiration dates on or after
June 9, 2008 as well as the price as of the close of business on September 12, 2008 for each option.

Lehman common stock traded as the result of the exercise/assignment of an exchange-traded call option shall be
treated as a purchase and/or sale of Lehman common stock on the date of exercise of the option. The purchase price paid,
or sale price received, for such Lehman common stock shall be the strike price on the option.

Lehman common stock traded as the result of the assignment/exercise of an exchange-traded put option shall be
treated as a purchase and/or sale of Lehman common stock on the date of assignment. The purchase price paid, or sale
price received, for such Lehman common stock shall be the strike price on the option.

1. Purchase/Acquisition of Exchange-Traded Call Options

For each purchase/acquisition of Lehman exchange-traded call options (listed on Exhibit 4), the Recognized Loss or
Recognized Gain will be computed by the Claims Administrator as follows:

a) if sold, exercised or expired on or before June 6, 2008, there is no Recognized Loss or Recognized Gain;
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b) if sold, exercised or expired after June 6, 2008 but on or before September 11, 2008, the Recognized Loss or
Recognized Gain equals the difference between the Inflation per option on the date of purchase and the Inflation
per option on the date of sale, exercise or expiration as shown on Exhibit 4;

c) if held as of the close of trading on September 11, 2008, the Recognized Loss or Recognized Gain equals the
Inflation per option on the date of purchase as shown on Exhibit 4.

2. Sale of Exchange-Traded Put Options

For each sale or writing of Lehman exchange-traded put options (listed on Exhibit 4), the Recognized Loss or
Recognized Gain will be computed by the Claims Administrator as follows:

a) if re-purchased, exercised or expired on or before June 6, 2008, there is no Recognized Loss or Recognized Gain;

b) if re-purchased, exercised or expired after June 6, 2008 but on or before September 11, 2008, the Recognized Loss
or Recognized Gain equals the difference between the Deflation per option on the date of sale or writing and the
Deflation per option on the date of re-purchase, exercise or expiration as shown on Exhibit 4;

c) if still sold or written as of the close of trading on September 11, 2008, the Recognized Loss or Recognized Gain
equals the Deflation per option on the date of sale or writing as shown on Exhibit 4.

I. Distribution Amount

The Claims Administrator will determine each Authorized Claimant's share of the D&O Net Settlement Fund. In
general, each Authorized Claimant will receive an amount (the “Distribution Amount”) determined by multiplying the D&O
Net Settlement Fund by a fraction, the numerator of which is the Authorized Claimant's Recognized Claim and the
denominator of which is the aggregate Recognized Claims of all Authorized Claimants. The Distribution Amount received
by an Authorized Claimant will exceed his, her, or its Recognized Claim only in the unlikely event that the D&0O Net
Settlement Fund exceeds the aggregate Recognized Claims of all Authorized Claimants.

Payments made pursuant to this D&O Plan of Allocation, or such other plan of allocation as may be approved by the
Court, shall be conclusive against all Authorized Claimants. No Person shall have any claim against the Named Plaintiffs,
Plaintiffs’ Counsel, the D&O Defendants and their respective counsel or any other Released Parties, or the Claims
Administrator or other agent designated by Lead Counsel arising from distributions made substantially in accordance with
the Stipulation, the D&O Plan of Allocation approved by the Court, or further orders of the Court. Named Plaintiffs, the D&O
Defendants and their respective counsel, and all other Released Parties shall have no responsibility or liability whatsoever
for the investment or distribution of the D&0O Gross Settlement Fund, the D&O Net Settlement Fund, the D&O Plan of
Allocation, or the determination, administration, calculation, or payment of any Claim Form or nonperformance of the Claims
Administrator, the payment or withholding of taxes owed by the D&O Gross Settlement Fund, or any losses incurred in
connection therewith.

Authorized Claimants who fail to complete and file a valid and timely Claim Form shall be barred from participating in
distributions from the D&O Net Settlement Fund, unless the Court otherwise orders. D&O Class Members who do not either
submit a request for exclusion or submit a valid and timely Claim Form will nevertheless be bound by the D&O Settlement
and the Judgment of the Court dismissing this Action.

The Court has reserved jurisdiction to modify, amend or alter the D&O Plan of Allocation without further notice to
anyone, and to allow, disallow or adjust any Authorized Claimant’s claim to ensure a fair and equitable distribution of
settlement funds.

If any funds remain in the D&O Net Settlement Fund by reason of uncashed distributions or other reasons, then, after
the Claims Administrator has made reasonable and diligent efforts to have Authorized Claimants who are entitled to
participate in the distribution of the D&O Net Settlement Fund cash their distribution checks, any balance remaining in the
D&O Net Settlement Fund one (1) year after the initial distribution of such funds shall be re-distributed to Authorized
Claimants who have cashed their initial distributions and who would receive at least $50.00 from such re-distribution, after
payment of any unpaid costs or fees incurred in administering the D&O Net Settlement Fund, including costs for fees for
such re-distribution. The Claims Administrator may make further re-distributions of balances remaining in the D&O Net
Settlement Fund to such Authorized Claimants to the extent such re-distributions are cost-effective. At such time as it is
determined that the re-distribution of funds which remain in the D&O Net Settlement Fund is not cost-effective, the
remaining balance of the D&O Net Settlement Fund shall be contributed to non-sectarian, not-for-profit, organizations
designated by Lead Counsel and approved by the Court.

Please note that the term “Overall Recognized Claim” is used solely for calculating the amount of participation
by Authorized Claimants in the D&O Net Settlement Fund. It is not the actual amount an Authorized Claimant can
expect to recover.
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Daily Inflation in Lehman Common Stock

Start Date

(Opening of Trading)

End Date
(Close of Trading)

Inflation
($ Per Share)

June 12, 2007

July 3, 2007
August 1, 2007
September 4, 2007
October 2, 2007
November 1, 2007
December 1, 2007
January 1, 2008
February 1, 2008
March 3, 2008
April 1, 2008

May 1, 2008

June 3, 2008

June 9, 2008

June 10, 2008
June 11, 2008
June 12, 2008
June 13, 2008
June 16, 2008

July 1, 2008
August 1, 2008
September 3, 2008
September 5, 2008
September 8, 2008
September 9, 2008
September 10, 2008
September 11, 2008
September 12, 2008

July 2, 2007

July 31, 2007
August 31, 2007
October 1, 2007
October 31, 2007
November 30, 2007
December 31, 2007
January 31, 2008
February 29, 2008
March 31, 2008
April 30, 2008
June 2, 2008

June 6, 2008

June 9, 2008

June 10, 2008

June 11, 2008
June 12, 2008
June 13, 2008
June 30, 2008

July 31, 2008
September 2, 2008
September 4, 2008
September 5, 2008
September 8, 2008
September 9, 2008
September 10, 2008
September 11, 2008
September 15, 2008

19

12.08
12.19

12.41
12.77
12.48
12.75
13.10
12.84
13.79
15.08
15.64
14.94
14.68
12.97
10.87
9.00
7.06
8.20
8.73
9.05
9.28
10.37
10.96
7.90
3.06
2.86
0.27
0.00
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Exhibit 2
Lehman Preferred Stock

. . . Fixed Closing Price on

Security CUSIP  Series Issue Date Issue Price Coupon Total Face Value October 28, 2008
52523J453 P 4/4/2008 $1,000 7.25% $4,000,000,000 $1.15
52520W317 J 2/5/2008 $25 7.95% $1,897,500,000 $0.01
52520W218 Q 6/12/2008 $1,000 8.75% $2,000,000,000 $0.50
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Exhibit 3
Lehman Senior Unsecured Notes and Subordinated Notes
Par Value Per Note
Amount Issue Price as of October
CusIP Issue Date Description Per Note Per Note 28, 2008

52520W564 3/30/2007 100% Principal Protection Notes Linked to a Global Index Basket” $10.00 $10.00 $1.21°
524908VP2
23238\8!\\//538 3/30/2007 Performance Securities with Partial Protection Linked to a Global Index Basket™ $10.00 $10.00 $1.21°
52517PX63 4/30/2007 100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to the Spread $1,000.00 $1,000.00 $120.96

between the 30-vear and the 2-year Swap Rates . ]
52520W515 4/30/2007 Performance Securities with Partial Protection Linked to a Global Index Basket $10.00 $10.00 $1.217
52520W440 5/31/2007 100% Principal Protection Notes Linked to a Currency Basket™ $10.00 $10.00 $1.212
52517P2S9 6/15/2007 Medium-Term Notes, Series | $1,000.00 $1,000.00 $120.96°
52517P2P5 6/29/2007 100% Principal Protection Callable Spread Dai Iy Accrual Notes with Interest Linked to the Spread $1,000.00 $1,000.00 $120.96°

between the 30-year and the 2-year Swap Rates
52517P4C2 7/19/2007 6% Notes Due 2012 $1,000.00 $998.98 $120.00"
524908R36 7/19/2007 6.50% Subordinated Notes Due 2017 $1,000.00 $998.26 $60.00
524908R44 7/19/2007 6.875% Subordinated Notes Due 2037 $1,000.00 $992.97 $60.00
524908K25 7/31/2007 100% Principal Protected Notes Linked to a Basket Consisting of a Foreign Equity Componentanda  $1,000.00 $1,000.00 $120.96°

Currency Component
52517P3H2 7/31/2007 100% Principal Protection Callable Spread Dai Iy Accrual Notes with Interest Linked to the Spread $1,000.00 $1,000.00 $120.96°

between the 30-year and the 2-year Swap Rates
524908J92 8/1/2007 Partial Principal Protection Notes Linked to a Basket of Global Indices™ $1,000.00 $1,000.00 $120.962
52517P4Y4 8/22/2007 Annual Review Notes with Contingent Principal Protection Linked to an Index $1,000.00 $1,000.00 $120.96*
52517P4T5 8/29/2007 Medium-Term Notes, Series | $1,000.00° $1,000.00 $120.96°
525221889 8/31/2007 100% Principal Protection Notes Linked to a Global Index Basket” $10.00 $10.00 $1.21%
525221186 8/31/2007 100% Principal Protection Notes Linked to an International Index Basket” $10.00 $10.00 $1.21%
52517P5X5 9/26/2007 6.2% Notes Due 2014 $1,000.00 $999.16 $122.50"
52517P5Y3 9/26/2007 7% Notes Due 2027 $1,000.00 $998.08 $125.00"
525221244 9/28/2007 Performance Securities with Partial Protection Linked to a Global Index Basket™ $10.00 $10.00 $1.212
52517P5K3 9/28/2007 100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to the Spread $1,000.00 $1,000.00 $120.96°

between the 30-year and the 2-year Swap Rates
525221335 10/31/2007 Return Optimization Securities Linked to an Index $10.00 $10.00 $1.212
525221319 10/31/2007 Return Optimization Securities Linked to an Index $10.00 $10.00 $1.21%
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Exhibit 3
Lehman Senior Unsecured Notes and Subordinated Notes

Par Value Per Note
Amount Issue Price as of October
cusIP Issue Date Description Per Note Per Note 28, 2008
525221293 10/31/2007 100% Principal Protection Absolute Return Barrier Notes Linked to the S&P 500 Index* $10.00 $10.00 $1.21°
52520W341 10/31/2007 Mediurp—Term Notes, Series I, 100% Principal Protection Notes Linked to an Asian Currency $10.00 $10.00 $1.212
Basket
52520W333 11/30/2007 100% Principal Protection Notes Linked to an Asian Currency Basket” $10.00 $10.00 $1.212
525221459 11/30/2007 Return Optimization Securities with Partial Protection Linked to the S&P 500® Index” $10.00 $10.00 $1.21°
5252M0AU1 12/5/2007 Medium-Term Notes, Series | $1,000.00 $1,000.00* $120.96°
5252MOAW7 12/7/2007 Medium-Term Notes, Series | $1,000.00 $1,000.00° $120.962
5249087M6 12/21/2007 6.75% Subordinated Notes Due 2017 $1,000.00 $999.26 $60.00
5252M0AY3 12/28/2007 Medium-Term Notes, Series | $1,000.00° $1,000.00 $120.96°
525221491 12/31/2007 Return Optimization Securities with Partial Protection Linked to the S&P 500® Index” $10.00 $10.00 $1.21°
5252M0BZ9 1/22/2008 5.625% Notes Due 2013 $1,000.00 $995.44 $111.00*
5252MO0BX4 1/30/2008 Medium-Term Notes, Series | $1,000.00° $1,000.00 $120.962
525221525 1/31/2008 100% Principal Protection Absolute Return Barrier Notes Linked to the S&P 500® Index” $10.00 $10.00 $1.217
52517P4N8 1/31/2008 100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to the Spread $1,000.00 $1,000.00 $120.96°
between the 30-year and the 2-year Swap Rates
52520W325 1/31/2008 100% Principal Protection Notes Linked to an Asian Currency Basket” $10.00 $10.00 $1.212
52519FFE6 2/5/2008 Lehman Notes, Series D $1,000.00° $1,000.00 $120.962
525221657 2/8/2008 Autocallable Optimization Securities with Contingent Protection Linked to the S&P 500® $10.00 $10.00 $1.212
Financials Index
5252M0DKO 2/14/2008 Medium-Term Notes, Series | . $100,000.00 $100,000.00 $12,096.00°
Principal Protection Notes Linked to MarQCus Portfolio A (USD) Index
5252MO0DH7 2/20/2008 Buffered Return Enhanced Notes Linked to the Financial Select Sector SPDR Fund $1,000.00 $1,000.00 $120.962
5252M0CQ8 2/27/2008 Medium-Term Notes, Series | $1,000.00 $1,000.00° $120.96°
525221574 2/29/2008 Return Optimization Securities with Partial Protection Notes Linked to the S&P 500° Index” $10.00 $10.00 $1.21°
525221 566 2/29/2008 100% Principal Protection Absolute Return Barrier Notes Linked to the Russell 2000° Index” $10.00 $10.00 $1.217
5252M0CZ8 2/29/2008 100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to the Spread $1,000.00 $1,000.00 $120.96°
between the 30-year and the 2-year Swap Rates
52523412 2/29/2008 100% Principal Protection Notes Linked to an Asian Currency Basket™ $10.00 $10.00 $1.21°
5252MOEH6 3/13/2008 Medium-Term Notes, Series | $1,000.00° $1,000.00 $120.962
525221871 3/31/2008 Bearish Autocallable Optimization Securities with Contingent Protection Linked to the Energy $10.00 $10.00 $1.21°

Select Sector SPDR® Fund
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Exhibit 3
Lehman Senior Unsecured Notes and Subordinated Notes

Par Value Per Note
Amount Issue Price as of October
CUsIP Issue Date Description Per Note Per Note 28, 2008
525221806 3/31/2008 Return Optimization Securities with Partial Protection Notes Linked to the S&P 500® Index $10.00 $10.00 $1.21
525221798 3/31/2008 100% Principal Protection Absolute Return Barrier Notes Linked to the Russell 2000® Index” $10.00 $10.00 $1.21%
525221814 3/31/2008 Return Optimization Securities with Partial Protection Notes Linked to the MSCI EM Index” $10.00 $10.00 $1.212
5252MOFA0 4/21/2008 Medium-Term Notes, Series | $1,000.00° $1,000.00° $120.96°
5252MOEY9 4/21/2008 Medium-Term Notes, Series | $1,000.00° $1,000.00° $120.96
52523J172 4/23/2008 Return Optimization Securities with Partial Protection Linked to a Basket of Global Indices” $10.00 $10.00 $1.21%
5252MOFD4 4/24/2008 6.875% Notes Due 2018 $1,000.00 $996.69 $126.30"
52519FFM8 4/29/2008 Lehman Notes, Series D $1,000.00° $1,000.00 $120.962
5252MOFR3 5/7/2008 Buffered Semi-Annual Review Notes Linked to the Financial Select Sector SPDR® Fund $1,000.00 $1,000.00 $120.962
5249087N4 5/9/2008 7.50% Subordinated Notes Due 2038 $1,000.00 $992.79 $60.00
52523J206 5/15/2008 Return Optimization Securities with Partial Protection Linked to the S&P 500 Financials Index” $10.00 $10.00 $1.212
5252MOFH5 5/19/2008 Medium-Term Notes, Series | $1,000.00 $1,000.00° $120.962
52523J230 5/30/2008 Return Optimization Securities with Partial Protection Linked to the S&P 500° Financials Index” $10.00 $10.00 $1.21°
5252M0GM3 6/13/2008 Annual Review Notes with Contingent Principal Protection Linked to the S&P 500® Index $1,000.00 $1,000.00 $120.962
5252MOGN1 6/26/2008 Medium-Term Notes, Series | $1,000.00° $1,000.00 $120.96°
525231248 6/30/2008 100% Principal Protection Absolute Return Barrier Notes” $10.00 $10.00 $1.21%
525231255 6/30/2008 100% Principal Protection Absolute Return Barrier Notes” $10.00 $10.00 $1.21%

1 Actual Closing Price Per Note on October 28, 2008.

2 Because reliable pricing data was not available for this security, the average of Closing Prices for five Notes (CUSIP Nos. 52517P4C2, 52517P5X5, 52517P5Y3, 5252M0BZ9, and 5252MO0FD4) on October 28, 2008
for which reliable pricing data was available was utilized.

3 Issue Price based on information from Bloomberg only because Issue Price information not available in Securities and Exchange Commission (“SEC”) filings.

4 Issue Price assumed to be $1,000 because no information available on Bloomberg or in SEC filings.

5 Issue date information unavailable for these securities. Par Amount assumed to be $1,000 per note.

*Notes identified as having full or partial principal protection in documents filed in conjunction with the offerings.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

On or
Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Call 2.50 6/21/2008 595.23 424.22 213.72 2756 -167.38  -53.18 0.00
Call 5.00 6/21/2008 593.80 423.20 213.07 27.24 -167.16 -53.15 0.00
Call 7.50 6/21/2008 587.36 418.29 209.98 25.93 -165.61 -52.88 0.00
Call 10.00 6/21/2008 573.89 407.84 203.61 23.65 -161.50 -52.01 0.00
Call 12.50 6/21/2008 553.86 392.23 194.37 20.92 -15451  -50.32 0.00
Call 15.00 6/21/2008 559.24 396.80 198.61 25.63 -148.36  -48.95 0.00
Call 17.50 6/21/2008 535.89 376.86 184.74 18.84 -141.29 -48.26 0.00
Call 20.00 6/21/2008 519.82 365.74 174.05 11.11 -128.90 -45.58 0.00
Call 21.00 6/21/2008 -43.92 0.00
Call 22.50 6/21/2008 485.60 338.05 156.79 2.02 -109.97 -41.06 0.00
Call 24.00 6/21/2008 -2.22 -94.49  -36.78 0.00
Call 25.00 6/21/2008 419.12 280.05 119.50 -4.69 -82.66  -33.23 0.00
Call 26.00 6/21/2008 -7.61 -69.68  -28.86 0.00
Call 27.00 6/21/2008 347.44 219.50 84.14 -8.36 -55.96  -23.83 0.00
Call 28.00 6/21/2008 310.06 188.61 68.73 -7.35 -42.70  -18.52 0.00
Call 29.00 6/21/2008 275.42 160.93 57.68 -3.16 -31.03  -13.68 0.00
Call 30.00 6/21/2008 237.93 131.47 45.59 -1.17 -22.11 -9.24 0.00
Call 31.00 6/21/2008 200.81 102.93 34.15 -1.29 -14.83 -6.60 0.00
Call 32.00 6/21/2008 165.66 76.99 23.51 -2.74 -5.95 -4.03 0.00
Call 33.00 6/21/2008 138.14 58.68 18.08 -1.85 -4.00 -2.75 0.00
Call 34.00 6/21/2008 113.79 43.65 13.90 -1.24 -2.70 -1.88 0.00
Call 35.00 6/21/2008 91.57 30.67 9.79 -0.75 -1.57 -1.13 0.00
Call 36.00 6/21/2008 70.77 18.70 3.92 -0.22 -0.35 -0.28 0.00
Call 37.00 6/21/2008 58.02 14.33 291 -0.14 -0.23 -0.19 0.00
Call 38.00 6/21/2008 56.45 20.35 5.03 -0.25 -0.62 -0.44 0.00
Call 39.00 6/21/2008 43.15 13.99 3.20 -0.13 -0.31 -0.23 0.00
Call 40.00 6/21/2008 32.65 9.44 1.99 -0.07 -0.15 -0.11 0.00
Call 41.00 6/21/2008 24.98 6.49 1.27 -0.04 -0.08 -0.06 0.00
Call 42.00 6/21/2008 19.58 4.64 0.86 -0.02 -0.04 -0.03 0.00
Call 43.00 6/21/2008 13.86 2.79 0.46 -0.01 -0.02 -0.01 0.00
Call 44.00 6/21/2008 12.37 2.48 0.42 -0.01 -0.02 -0.01 0.00
Call 45.00 6/21/2008 9.60 1.74 0.28 0.00 -0.01 -0.01 0.00
Call 46.00 6/21/2008 6.83 1.06 0.15 0.00 0.00 0.00 0.00
Call 47.00 6/21/2008 2.50 0.21 0.02 0.00 0.00 0.00 0.00
Call 48.00 6/21/2008 1.04 0.05 0.00 0.00 0.00 0.00 0.00
Call 49.00 6/21/2008 0.04 0.00 0.00 0.00 0.00 0.00 0.00
Call 50.00 6/21/2008 0.01 0.00 0.00 0.00 0.00 0.00 0.00
Call 2.50 7/19/2008 595.27 424.25 213.74 2757 -167.39 -53.18 0.00
Call 5.00 7/19/2008 592.74 422.21 212.43 27.06 -166.48 -52.98 0.00
Call 7.50 7/19/2008 577.78 410.63 205.78 25.38 -160.96  -51.55 0.00
Call 10.00 7/19/2008 573.55 408.03 205.84 28.34 -156.73  -50.82 0.00
Call 12.50 7/19/2008 572.22 409.18 204.95 25,99 -151.37 -49.61 0.00
Call 15.00 7/19/2008 557.95 398.12 198.61 2256 -144.13  -47.89 0.00
Call 17.50 7/19/2008 537.54 382.23 188.03 18.21 -13540  -45.63 0.00
Call 20.00 7/19/2008 502.60 352.70 169.85 12.25 -123.73 -42.54 0.00
Call 21.00 7/19/2008 -41.02 0.00
Call 22.50 7/19/2008 460.33 317.92 147.73 6.28 -109.05 -38.30 0.00

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor

Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Call 24.00 7/19/2008 2.92 -98.73  -35.19 0.00
Call 25.00 7/19/2008 404.18 271.05 119.69 0.40 9135 -32.82 0.00
Call 26.00 7/19/2008 -1.74 -83.60  -30.27 0.00
Call 27.00 7/19/2008 351.46 227.57 95.19 -4.32 -75.40  -27.45 0.00
Call 28.00 7/19/2008 323.01 204.57 82.80 -6.07 -67.16  -24.61 0.00
Call 29.00 7/19/2008 295.56 182.87 72.30 -6.16 -58.29  -21.60 0.00
Call 30.00 7/19/2008 267.15 160.61 61.77 -6.75 -50.29  -18.65 0.00
Call 31.00 7/19/2008 240.04 140.01 52.58 -6.36 4256  -15.51 0.00
Call 32.00 7/19/2008 213.80 120.53 44.64 -5.79 -35.11  -12.70 0.00
Call 33.00 7/19/2008 188.16 101.92 37.53 -4.74 -28.43  -10.29 0.00
Call 34.00 7/19/2008 165.52 86.44 31.78 -3.38 -22.99 -8.15 0.00
Call 35.00 7/19/2008 143.58 72.08 26.68 -2.37 -18.24 -6.47 0.00
Call 36.00 7/19/2008 124.27 59.75 22.13 -1.32 -14.01 -4.68 0.00
Call 37.00 7/19/2008 106.61 49.46 18.62 -0.12 -10.01 -3.52 0.00
Call 38.00 7/19/2008 90.83 40.51 15.50 0.21 -8.52 -2.69 0.00
Call 39.00 7/19/2008 76.23 32.57 12.73 0.74 -6.85 -1.94 0.00
Call 40.00 7/19/2008 63.11 26.02 10.19 0.25 -5.44 -1.75 0.00
Call 41.00 7/19/2008 50.57 18.70 6.03 -1.64 -6.44 -3.33 0.00
Call 42.00 7/19/2008 41.13 14.54 459 -1.47 -5.92 -3.05 0.00
Call 43.00 7/19/2008 34.41 12.32 3.60 -1.34 -5.73 -2.91 0.00
Call 44,00 7/19/2008 29.40 11.27 4,01 -0.58 -1.39 -0.85 0.00
Call 45.00 7/19/2008 24.63 9.84 3.50 -0.50 -1.20 -0.73 0.00
Call 46.00 7/19/2008 18.32 6.17 1.54 -0.22 -0.43 -0.29 0.00
Call 47.00 7/19/2008 17.60 7.44 3.18 -0.43 -1.11 -0.66 0.00
Call 48.00 7/19/2008 11.90 3.95 0.95 -0.13 -0.24 -0.17 0.00
Call 49.00 7/19/2008 9.78 3.14 0.74 -0.10 -0.18 -0.13 0.00
Call 50.00 7/19/2008 6.63 1.92 0.43 -0.05 -0.09 -0.07 0.00
Call 55.00 7/19/2008 1.62 0.35 0.06 -0.01 -0.01 -0.01 0.00
Call 60.00 7/19/2008 0.18 0.02 0.00 0.00 0.00 0.00 0.00
Call 65.00 7/19/2008 0.15 0.02 0.00 0.00 0.00 0.00 0.00
Call 70.00 7/19/2008 0.10 0.01 0.00 0.00 0.00 0.00 0.00
Call 2.50 9/20/2008 1034.13 1077.03 1036.88 1096.23 790.25 305.75 285.98 27.46 0.00 192.50
Call 4.00 9/20/2008 16.11 0.00 126.00
Call 5.00 9/20/2008 916.56 958.61 919.13 977.30 678.15 21351 196.56 11.89 0.00 91.50
Call 6.00 9/20/2008 8.08 0.00 63.50
Call 7.50 9/20/2008 765.07 806.69 767.51 82494 531.22 96.01 84.14 1.36 0.00 38.50
Call 9.00 9/20/2008 0.39 0.00 24.50
Call 10.00 9/20/2008 652.52 691.96 654.56 707.23 44277 99.87 90.10 3.89 0.00 19.00
Call 11.00 9/20/2008 3.05 0.00 11.50
Call 12.00 9/20/2008 2.40 0.00 8.50
Call 12.50 9/20/2008 2.13 0.00
Call 13.00 9/20/2008 398.80 432.72 399.88 44420 231.47 7.98 598 0.01 0.00 7.00
Call 14.00 9/20/2008 336.57 367.99 337.36 377.68 188.81 4.24 3.01 0.00 0.00 5.00
Call 15.00 9/20/2008 275.94 304.46 276.57 312.29 149.32 2.02 1.33  0.00 0.00 5.50
Call 16.00 9/20/2008 221.09 246.42 221.58 252,40 116.02 0.96 059  0.00 0.00 3.50
Call 17.00 9/20/2008 169.35 191.28 169.80 195.52 85.79 0.38 021  0.00 0.00 2.50
Call 18.00 9/20/2008 128.68 147.09 129.16 149.94 64.95 0.19 0.10 0.00 0.00 3.00

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.

25



Case 1:09-md-02017-LAK Document 807-2 Filed 03/08/12 Page 36 of 92

Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Call 19.00 9/20/2008 92.29 107.27 92.85 109.22 45.85 0.07 0.03 0.00 0.00 2.00
Call 20.00 9/20/2008 64.94 76.81 65.52 78.11 33.64 0.04 0.01 0.00 0.00 2.00
Call 21.00 9/20/2008 28.24 37.29 28.82 38.22 6.41 0.00 0.00 0.00 0.00 1.50
Call 22.00 9/20/2008 16.87 23.61 17.47 24.25 3.24 0.00 0.00 0.00 0.00 1.50
Call 23.00 9/20/2008 7.06 12.04 7.56 10.77 0.87 0.00 0.00 0.00 0.00 0.00
Call 24.00 9/20/2008 471 7.53 4.39 6.45 0.40 0.00 0.00 0.00 0.00 0.00
Call 25.00 9/20/2008 4.97 8.03 4.93 7.10 0.54 0.00 0.00 0.00 0.00 0.00
Call 30.00 9/20/2008 0.00 0.02 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 35.00 9/20/2008 0.00 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 2.50 10/18/2008  1598.43 1428.39 1219.32 1034.60 841.68 954.76 1007.52 1050.28 1010.25 1069.39 764.67 284.31 265.13 23.36 0.00 198.50
Call 4.00 10/18/2008 17.93 0.00 140.50
Call 5.00 10/18/2008  1496.04 1327.01 1119.54 936.50 746.17 857.37 909.43 951.11 912.00 969.47 674.67 22236 205.97 15.99 0.00 111.00
Call 6.00 10/18/2008 15.43 0.00 88.00
Call 7.50 10/18/2008  1379.79 1212.44  1005.52 823.24 634.69 743.17 794.21 834.64 796.46 851.36 57229 167.06 153.16 12.23 0.00 61.00
Call 9.00 10/18/2008 10.24 0.00 47.50
Call 10.00 10/18/2008  1235.36  1070.39 866.47 685.24 500.96 605.89 656.11 693.86 658.15 708.73 45518 112.26 101.08 5.38 0.00 39.50
Call 11.00 10/18/2008 4.45 0.00 35.00
Call 12.50 10/18/2008  1076.39 914.89 715.25 539.59 365.95 466.32 514.95 548.71 516.44 560.99 342.44 7187 6331 2.67 0.00 27.00
Call 14.00 10/18/2008 429.43 460.13 430.61 470.60 278.04 53.85 46.75 171 0.00 22.00
Call 15.00 10/18/2008 916.97 759.28 565.69 397.26 233.98 329.09 375.75 404.17 376.78 413.42  240.03 4587 3957 1.36 0.00 19.00
Call 16.00 10/18/2008 323.15 349.11 324.00 357.07 203.57 38.22 3267 1.03 0.00 19.00
Call 17.50 10/18/2008 767.85 615.31 429.84 270.39 119.58 208.48 252.82 274.82 253.42 280.93 157.89 30.47 2595 0.76 0.00 13.00
Call 19.00 10/18/2008 199.68 217.66 200.08 22224 127.82 31.65 27.94 0.93 0.00 12.50
Call 20.00 10/18/2008 643.02 496.51 321.12 172.45 36.08 117.72 159.12 174,51 159.52 178.20 101.81 2449 2145 0.63 0.00 13.50
Call 21.00 10/18/2008 91.08 131.13 144.06 131.41 147.06 84.79 2117 1848 051 0.00 9.00
Call 22.50 10/18/2008 542.45 403.38 241.01 105.55 -14.52 58.82 96.66 106.39 97.08 108.69 65.63 19.63 17.14 0.48 0.00 13.50
Call 24.00 10/18/2008 60.74 -48.73 19.09 54.48 61.57 54.91 63.78 34.44 0.33 023  0.00 0.00 13.50
Call 25.00 10/18/2008 445,56 315.31 167.82 47.67 -54.73 9.07 42.70 48.43 43.05 49.96 27.35 0.21 0.14  0.00 0.00 8.50
Call 26.00 10/18/2008 37.38 -57.63 2.26 34.02 38.59 34.36 40.11 22.56 0.15 0.10 0.00 0.00 5.50
Call 27.00 10/18/2008 391.66 269.39 135.54 28.84 -59.34 -3.56 26.31 29.90 26.68 31.26 17.71 0.09 0.06 0.00 0.00 4.00
Call 28.00 10/18/2008 22.29 -57.99 -6.29 21.53 24.44 21.80 25.52 15.26 0.08 0.05 0.00 0.00 3.00
Call 29.00 10/18/2008 18.39 -55.03 -7.32 18.47 20.85 18.86 20.44 12.30 0.05 0.03 0.00 0.00 4.00
Call 30.00 10/18/2008 314.13 205.45 93.92 8.03 -60.11  -15.83 7.96 10.08 8.37 9.72 2.07 0.00 0.00 0.00 0.00 2.00
Call 31.00 10/18/2008 290.20 186.38 82.70 3.77 -56.85  -16.98 4.65 6.30 4.58 5.98 1.12 0.00 0.00 0.00 0.00 2.00
Call 32.00 10/18/2008 275.36 176.54 80.41 8.23 -46.16  -10.06 9.51 12.10 9.47 11.89 2.92 0.00 0.00 0.00 0.00 0.00
Call 33.00 10/18/2008 248.92 155.23 66.71 1.06 -48.00 -15.30 2.32 3.29 2.28 3.04 0.49 0.00 0.00 0.00 0.00 0.00
Call 34.00 10/18/2008 229.76 141.18 60.13 0.71 4333 -13.78 1.92 2.75 1.88 2.52 0.39 0.00 0.00 0.00 0.00 0.00
Call 35.00 10/18/2008 213.05 129.77 55.96 2.56 -38.09  -11.59 221 3.09 2.18 2.88 0.49 0.00 0.00 0.00 0.00 0.00
Call 36.00 10/18/2008 193.40 114.99 47.95 0.06 -35.68 -11.78 0.19 0.33 0.18 0.26 0.02 0.00 0.00 0.00 0.00 0.00
Call 37.00 10/18/2008 176.44 103.19 42.40 -0.35 -31.77  -10.29 0.12 0.22 0.11 0.17 0.01 0.00 0.00 0.00 0.00 0.00
Call 38.00 10/18/2008 160.59 92.27 37.68 -0.22 -27.76 -8.85 0.01 0.02 0.01 0.01 0.00 0.00 0.00 0.00 0.00 0.00
Call 39.00 10/18/2008 146.02 82.81 33.96 0.12 -24.47 -7.54 0.01 0.02 0.01 0.01 0.00 0.00 0.00 0.00 0.00 0.00
Call 40.00 10/18/2008 133.51 75.34 31.70 1.97 -21.28 -6.27 0.06 0.11 0.05 0.08 0.00 0.00 0.00 0.00 0.00 0.00
Call 41.00 10/18/2008 119.57 65.65 26.72 0.57 -18.46 -5.21 0.18 0.30 0.17 0.25 0.02 0.00 0.00 0.00 0.00 0.00
Call 42.00 10/18/2008 108.78 59.35 24.58 1.51 -15.25 -3.43 0.97 1.40 0.96 1.29 0.21 0.00 0.00 0.00 0.00 0.00
Call 43.00 10/18/2008 98.59 53.25 22.41 2.34 -13.15 -2.92 0.79 1.15 0.79 1.06 0.17 0.00 0.00 0.00 0.00 0.00
Call 44,00 10/18/2008 88.36 46.69 19.27 1.65 -12.24 -2.73 0.20 0.32 0.19 0.27 0.03 0.00 0.00 0.00 0.00 0.00

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Call 45.00 10/18/2008 76.69 39.43 15.18 0.03 -11.16 -2.49 0.07 0.12 0.06 0.09 0.01 0.00 0.00 0.00 0.00 0.00
Call 46.00 10/18/2008 69.99 35.74 14.38 0.95 -9.52 -1.97 0.06 0.11 0.06 0.08 0.01 0.00 0.00 0.00 0.00 0.00
Call 47.00 10/18/2008 62.49 31.25 12.51 0.79 -8.41 -1.84 0.05 0.09 0.05 0.07 0.01 0.00 0.00 0.00 0.00 0.00
Call 48.00 10/18/2008 55.68 27.50 11.06 0.90 -7.21 -1.21 0.04 0.07 0.04 0.05 0.00 0.00 0.00 0.00 0.00 0.00
Call 49.00 10/18/2008 50.34 24.98 10.18 1.24 -6.18 -0.89 0.04 0.07 0.04 0.05 0.00 0.00 0.00 0.00 0.00 0.00
Call 50.00 10/18/2008 45.13 22.14 9.33 1.07 -5.46 -1.06 0.04 0.08 0.04 0.06 0.00 0.00 0.00 0.00 0.00 0.00
Call 55.00 10/18/2008 23.92 10.79 3.82 -0.79 -3.58 -1.74 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 60.00 10/18/2008 13.12 5.83 1.91 -0.64 -3.30 -1.57 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 65.00 10/18/2008 6.24 2.38 0.43 -0.51 -2.85 -1.34 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 70.00 10/18/2008 4.99 2.14 0.63 -0.10 -0.28 -0.16 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 75.00 10/18/2008 4.46 2.94 0.93 -0.13 -0.44 -0.23 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 80.00 10/18/2008 0.47 0.15 0.04 -0.01 -0.01 -0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 85.00 10/18/2008 0.32 0.10 0.02 0.00 -0.01 -0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 2.50 1/17/2009  1566.35 1397.02 1188.93 1005.12 813.24  925.89 978.46  1020.25 981.11 1038.82 74192 276.69 258.22 23.51 0.00 202.50
Call 4.00 1/17/2009 20.33 0.00 155.00
Call 5.00 1/17/2009  1492.86 1324.46 1117.88 935.70 746.40 856.82 908.55 949.66 910.97 967.26 678.94 239.12 22240 18.45 0.00 127.50
Call 6.00 1/17/2009 16.47 0.00 109.00
Call 7.50 1/17/2009  1397.04 1230.20 1026.14 846.59 656.42 764.54 815.80 854.92 818.07 871.27 600.21 200.20 185.53 13.98 0.00 85.50
Call 9.00 1/17/2009 10.86 0.00 67.50
Call 10.00 1/17/2009  1287.50 1123.30 919.57 740.46 558.15 662.35 712.29 748.74 714.30 763.54 51524 162.22 149.74 10.06 0.00 52.00
Call 11.00 1/17/2009 8.12 0.00 48.50
Call 12.50 1/17/2009  1156.31 995.58 797.71 62451  452.17 552.14 600.52 633.63 602.23 646.55 426.24 12736 117.21  7.59 0.00 37.00
Call 14.00 1/17/2009 531.96 562.72 533.45 57433 373.07 108.42 99.63 6.38 0.00 28.50
Call 15.00 1/17/2009  1020.62 864.30 673.20 507.23 345.00 440.01 486.46 515.52 487.81 526.24  338.69 96.71 88.85 5.48 0.00 24.50
Call 16.00 1/17/2009 442.62 469.89 443.79 479.66  306.28 87.21 80.25 5.00 0.00 21.00
Call 17.50 1/17/2009 885.95 734.69 552.09 394.78 244,07 333.18 377.31 401.77 378.36 410.26  258.75 74.02 68.06 4.56 0.00 15.50
Call 19.00 1/17/2009 316.30 337.83 317.13 34497 216.10 62.14 5725 3.62 0.00 13.00
Call 20.00 1/17/2009 757.14 612.07 439.25 292.28 154.76  237.10 278.44 297.97 279.15 304.42 189.38 54.49 50.19 252 0.00 11.00
Call 21.00 1/17/2009 203.29 243.35 260.95 243.98 266.67 165.35 47.46 4366  2.09 0.00 9.50
Call 22.50 1/17/2009 640.24 502.28 341.13 205.87 82.84 157.62 195.64 210.39 196.13 215.19 133.38 39.50 3648 1.65 0.00 7.50
Call 24.00 1/17/2009 163.06 49.23  119.10 154.92 167.01 155.28 170.95 106.83 33.02 3062 131 0.00 6.00
Call 25.00 1/17/2009 537.96 408.11 260.26 138.23 30.47 97.15 131.42 141.98 131.85 145.43 91.60 29.46 2742 113 0.00 5.00
Call 26.00 1/17/2009 117.34 15.86 79.12 111.82 120.78 112.07 123.79 78.63 26.08 2418 0.96 0.00 4.00
Call 27.00 1/17/2009 467.32 344.75 208.61 97.97 2.60 62.48 93.46 100.99 93.64 103.73 66.17 2215 2050 0.77 0.00 4.00
Call 28.00 1/17/2009 435.62 316.89 186.83 81.94 -7.09 49.13 78.37 84.72 78.49 87.07 56.18 19.15 1757 0.62 0.00 3.50
Call 29.00 1/17/2009 406.72 291.96 168.13 69.16 -14.16 38.92 66.46 71.74 66.59 73.83 48.88 18,52 17.07 0.61 0.00 3.50
Call 30.00 1/17/2009 382.13 271.36 153.99 60.67 -17.53 32.09 57.90 62.29 57.83 64.16 43.72 17.94 1659  0.60 0.00 4.50
Call 31.00 1/17/2009 353.27 246.71 135.63 48.49 -23.20 23.10 47.24 50.90 47.30 52.53 36.37 1521 1403 0.48 0.00 3.00
Call 32.00 1/17/2009 327.67 225.35 120.38 38.83 -27.42 15.62 38.00 40.96 37.98 42.26 29.07 1212  11.00 0.34 0.00 0.00
Call 33.00 1/17/2009 304.41 206.41 108.32 32.37 -28.68 11.18 31.87 34.32 31.99 35.56 25.04 1143 1139 0.37 0.00 0.00
Call 34.00 1/17/2009 272.50 178.86 86.80 16.46 -39.77 -2.85 16.19 18.12 16.03 18.99 10.81 0.10 0.07  0.00 0.00 2.50
Call 35.00 1/17/2009 254.64 165.27 80.46 15.66 -37.11 -4.12 13.45 15.00 13.08 15.86 9.30 0.08 0.06 0.00 0.00 2.50
Call 36.00 1/17/2009 234.85 149.71 70.32 10.48 -36.84 -5.48 10.49 11.82 10.46 12.61 7.29 0.05 0.03 0.00 0.00 0.00
Call 37.00 1/17/2009 219.65 138.86 65.51 10.75 -32.54 -3.82 10.59 11.71 10.59 12.32 6.28 0.04 0.03 0.00 0.00 0.00
Call 38.00 1/17/2009 203.18 126.69 59.16 8.97 -30.76 -4.42 8.69 9.96 9.09 10.79 6.76 0.05 0.04 0.00 0.00 0.00
Call 39.00 1/17/2009 184.66 112.41 50.46 5.03 -30.87 -6.98 4.77 5.94 4.71 5.83 1.59 0.00 0.00 0.00 0.00 0.00
Call 40.00 1/17/2009 175.81 107.30 50.29 9.04 -23.66 -1.75 8.77 9.92 8.86 9.81 6.22 0.05 0.04 0.00 0.00 1.50

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Call 41.00 1/17/2009 162.65 98.80 46.84 9.54 -20.02 -0.06 9.39 11.24 9.34 11.25 3.67 0.02 0.01  0.00 0.00 0.00
Call 42.00 1/17/2009 154.28 94.58 47.39 13.20 -13.18 4.61 12.96 15.25 12.93 15.37 5.43 0.05 0.03 0.00 0.00 2.00
Call 43.00 1/17/2009 144.18 88.28 45.03 14.86 -9.37 6.91 14.50 16.95 14.48 17.12 6.24 0.07 0.05 0.00 0.00 0.00
Call 44,00 1/17/2009 132.30 79.77 4051 13.08 -8.70 6.05 12.74 14.95 12.72 15.07 5.42 0.05 0.04 0.00 0.00 0.00
Call 45.00 1/17/2009 113.67 64.68 28.31 3.77 -16.27 -3.49 2.37 2.99 2.34 2.92 0.76 0.00 0.00 0.00 0.00 2.50
Call 46.00 1/17/2009 100.44 55.44 22.80 0.68 -16.37 -5.02 0.43 0.60 0.42 0.55 0.10 0.00 0.00 0.00 0.00 0.00
Call 47.00 1/17/2009 93.24 50.88 21.29 0.45 -15.76 -4.71 0.13 0.19 0.13 0.17 0.02 0.00 0.00 0.00 0.00 0.00
Call 48.00 1/17/2009 82.32 44.16 17.39 0.24 -14.00 -3.81 0.14 0.20 0.13 0.18 0.03 0.00 0.00 0.00 0.00 0.00
Call 50.00 1/17/2009 85.50 51.81 29.25 13.89 1.80 9.39 12.63 14.68 12.62 14.84 5.60 0.08 0.06 0.00 0.00 0.00
Call 55.00 1/17/2009 44.20 21.83 8.53 -0.51 -8.36 -1.69 0.88 1.13 0.86 1.09 0.27 0.00 0.00 0.00 0.00 0.00
Call 60.00 1/17/2009 30.67 15.72 6.13 -0.47 -5.93 -0.79 0.81 1.03 0.80 1.00 0.25 0.00 0.00 0.00 0.00 0.00
Call 65.00 1/17/2009 17.36 8.01 2.60 -0.09 -3.78 -1.69 0.08 0.11 0.08 0.10 0.02 0.00 0.00 0.00 0.00 0.00
Call 70.00 1/17/2009 13.95 7.86 3.82 -0.40 -4.15 -1.22 0.71 0.89 0.70 0.87 0.24 0.00 0.00 0.00 0.00 0.00
Call 75.00 1/17/2009 9.14 6.37 3.47 0.44 -3.39 -0.59 0.14 0.19 0.14 0.17 0.04 0.00 0.00 0.00 0.00 0.00
Call 80.00 1/17/2009 9.34 5.63 2.83 -0.28 -2.66 -0.10 0.59 0.74 0.59 0.73 0.20 0.00 0.00 0.00 0.00 0.00
Call 90.00 1/17/2009 6.72 5.16 2.89 0.63 -1.25 -0.04 0.60 0.75 0.60 0.73 0.21 0.00 0.00 0.00 0.00 0.00
Call 100.00 1/17/2009 10.24 8.16 5.82 3.17 1.17 2.45 3.05 3.58 3.06 3.61 1.35 0.02 0.02 0.00 0.00 0.00
Call 110.00 1/17/2009 0.23 0.09 0.02 0.00 -0.01 -0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Call 2.50 4/18/2009 985.23  1027.35 987.90 1046.06 746.84 278.47 259.90 23.75 0.00 205.00
Call 4.00 4/18/2009 21.09 0.00 163.00
Call 5.00 4/18/2009 912.49 953.29 914.91 970.81 683.95 24522 228.28 19.28 0.00 137.50
Call 6.00 4/18/2009 17.48 0.00 115.50
Call 7.50 4/18/2009 827.66 866.45 829.95 882.86 613.19 21154 196.37 15.06 0.00 92.00
Call 9.00 4/18/2009 12.26 0.00 73.00
Call 10.00 4/18/2009 736.10 772.33 738.15 787.31 53890 180.28 167.05 11.91 0.00 65.00
Call 11.00 4/18/2009 9.53 0.00 51.00
Call 12.00 4/18/2009 8.42 0.00 43.50
Call 13.00 4/18/2009 619.92 652.44 621.66 665.35 447.43 14476 133.85 8.48 0.00 38.50
Call 14.00 4/18/2009 580.59 611.70 582.20 623.88 416.71 13394 12377 7.59 0.00 34.00
Call 15.00 4/18/2009 541.20 570.89 542.72 582.31 386.64 123.32 11391 6.66 0.00 26.50
Call 16.00 4/18/2009 503.04 531.25 504.48 54195 357.87 114.16 10553 6.38 0.00 24.00
Call 17.00 4/18/2009 464.81 491,51 466.18 501.42 329.61 104.38 96.44  4.86 0.00 21.00
Call 18.00 4/18/2009 427.90 453.01 429.21 462.21 302.10 96.15 88.89 4.13 0.00 16.00
Call 19.00 4/18/2009 394.78 418.31 395.99 426.84 278.49 89.26 8259  4.29 0.00 14.50
Call 20.00 4/18/2009 360.20 382.14 361.36 389.92 254.35 82.06 76.03  4.60 0.00 12.50
Call 25.00 4/18/2009 215.40 229.71 216.46 234.77 153.48 54.40 50.64 2.79 0.00 7.00
Call 30.00 4/18/2009 121.50 129.64 122.54 133.22 90.18 37.72 3454 172 0.00 0.00
Call 35.00 4/18/2009 64.03 68.19 64.96 70.78 49.99 2440 2215 0.98 0.00 0.00
Call 2.50 1/16/2010  1577.31 1408.08 1200.09 1016.36 824.54 936.97 989.44  1031.58 992.12 1050.02 751.81 284.26 265.55 25.07 0.00 216.00
Call 5.00 1/16/2010  1504.51 1336.65 1130.75 949.17 760.50 871.18 923.02 963.54 925.48 981.12 695.89 256.88 239.54 21.71 0.00 152.00
Call 7.50 1/16/2010  1429.97 1263.70  1056.89 875.77 689.72  798.01 849.19 887.76 851.52 904.34 634.80 227.22 211.43 1831 0.00 101.00
Call 10.00 1/16/2010  1339.24 1176.27 975.21 799.96 621.02 725.54 775.29 811.61 777.43 826.98 57541 201.30 186.93 15.55 0.00 71.00
Call 12.50 1/16/2010  1240.51 1081.63 887.49 718.39 547.89 648.04 696.01 729.84 697.96 74385 513.30 177.00 164.08 14.74 0.00 53.50
Call 15.00 1/16/2010  1145.75 991.50 804.50 64195  479.77 575.54 621.71 652.86 623.50 665.51 45599 153.67 14216 11.73 0.00 37.50
Call 17.50 1/16/2010  1043.79 894.56 715.14 559.89  406.43 497.52 541.58 569.92 543.22 581.15 395.62 130.86 120.62  8.09 0.00 30.50
Call 20.00 1/16/2010 948.58 804.83 633.64 486.22 341.28 427.39 469.23 494,52 470.68 504.75 34239 113.78 10449 7.19 0.00 22.50
Call 22.50 1/16/2010 857.37 719.51 556.90 417.82 282.60 363.51 402.93 425.32 404.29 43432 293.95 98.79 90.78 5.10 0.00 16.50

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 9/12/08 to

Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08

Call 25.00 1/16/2010 775.36 643.71 490.23 359.89 233.99 309.67 346.62 366.20 347.81 374.18 256.37 90.19 83.03 7.82 0.00 16.00
Call 30.00 1/16/2010 624.70 506.24 371.70 259.59 15151 216.54 248.39 263.29 249.60 269.42 187.94 70.44 6482 4.88 0.00 10.00
Call 35.00 1/16/2010 502.00 397.19 283.21 189.38 100.13  154.49 181.10 191.59 182.16 196.94 141.81 60.06 55.17 6.41 0.00 10.00
Call 40.00 1/16/2010 389.95 298.73 204.57 128.41 55.41 100.42 122.14 129.53 123.34 133.69 100.46 4438 4015 3.30 0.00 7.00
Call 45.00 1/16/2010 308.74 230.97 155.12 93.79 36.08 72.81 90.29 95.66 91.61 99.10 77.95 38.82 3528 375 0.00 4.50
Call 50.00 1/16/2010 243.31 177.32 117.16 68.90 23.12 52.33 65.91 69.54 66.99 72.07 57.76 32.02 29.06 4.76 0.00 3.50
Call 55.00 1/16/2010 189.36 134.85 88.54 51.18 15.42 38.46 48.89 51.31 49.80 53.53 45.72 28,57 2612 491 0.00 3.50
Call 60.00 1/16/2010 144.74 99.87 63.86 35.14 7.49 25.60 34.11 35.70 34.79 37.90 31.76 20.11 17.74 0.86 0.00 3.50
Call 65.00 1/16/2010 114.29 77.76 49.65 28.64 7.91 21.45 28.10 29.24 28.49 30.53 26.43 18.43 16.19 0.78 0.00 3.50
Call 70.00 1/16/2010 105.10 75.48 53.63 35.90 20.70 32.22 37.15 38.38 37.36 39.68 33.49 14.48 1281  0.59 0.00 3.00
Call 75.00 1/16/2010 70.63 46.78 30.65 19.12 7.30 15.48 18.88 19.87 19.17 20.81 16.52 13.77 1222 057 0.00 3.00
Call 80.00 1/16/2010 54.51 35.97 22.97 12.45 3.20 10.50 13.43 14.10 13.41 14.62 11.91 10.29 8.73  0.37 0.00 3.00
Call 90.00 1/16/2010 40.76 29.22 21.90 15.57 8.78 12.96 14.60 15.17 14.59 15.64 11.14 8.01 7.09 0.30 0.00 3.00
Call 100.00 1/16/2010 22.92 16.01 10.92 6.04 1.16 4.13 5.52 6.29 5.52 6.38 2.67 0.08 0.06 0.00 0.00 1.50
Put 15.00 6/21/2008 8.29 8.29 8.29 8.29 -13.91 -2.66 0.00

Put 17.50 6/21/2008 52.73 43.95 29.96 13.83 -21.99 -4.21 0.00

Put 20.00 6/21/2008 76.79 63.69 41.24 20.72 -35.37 -6.78 0.00

Put 21.00 6/21/2008 -8.47 0.00

Put 22.50 6/21/2008 110.33 89.92 62.75 26.23 -56.96  -11.63 0.00

Put 24.00 6/21/2008 28.38 -7455  -15.99 0.00

Put 25.00 6/21/2008 171.38 140.96 93.62 29.94 -88.82 -19.70 0.00

Put 26.00 6/21/2008 2691 -104.55 -24.43 0.00

Put 27.00 6/21/2008 228.96 187.21 113.08 20.69 -124.77  -29.97 0.00

Put 28.00 6/21/2008 278.20 229.62 138.98 31.45 -127.18 -35.73 0.00

Put 29.00 6/21/2008 317.64 261.38 152.82 31.22 -140.34  -40.79 0.00

Put 30.00 6/21/2008 353.68 289.23 162.17 28.37 -152.68  -47.12 0.00

Put 31.00 6/21/2008 394.73 321.43 176.59 3195 -149.60 -43.54 0.00

Put 32.00 6/21/2008 427.75 345.14 183.03 30.84 -157.43  -47.22 0.00

Put 33.00 6/21/2008 455.34 363.34 188.60 29.97 -160.01 -48.71 0.00

Put 34.00 6/21/2008 482.10 380.16 193.32 29.31 -161.97 -49.86 0.00

Put 35.00 6/21/2008 503.52 392.17 194.91 28.93 -162.41  -50.23 0.00

Put 36.00 6/21/2008 500.29 380.72 197.49 28.59 -163.32  -50.79 0.00

Put 37.00 6/21/2008 522.01 392.83 201.27 28.28 -164.67 -51.54 0.00

Put 38.00 6/21/2008 538.55 401.33 204.02 28.06 -165.52  -52.03 0.00

Put 39.00 6/21/2008 548.90 405.28 204.20 27.97 -165.49 -52.06 0.00

Put 40.00 6/21/2008 565.22 411.06 204.35 27.88 -165.47  -52.08 0.00

Put 41.00 6/21/2008 567.96 410.02 202.08 27.80 -164.60 -51.71 0.00

Put 42.00 6/21/2008 586.28 423.07 213.60 2757 -167.38  -53.17 0.00

Put 43.00 6/21/2008 579.31 413.49 203.51 27.65 -165.02 -51.96 0.00

Put 44.00 6/21/2008 583.00 414.03 203.63 2758 -165.01  -51.99 0.00

Put 45.00 6/21/2008 592.11 423.99 213.71 2757 -167.39 -53.18 0.00

Put 46.00 6/21/2008 594.39 424.22 213.73 2757 -167.39 -53.18 0.00

Put 47.00 6/21/2008 594.73 424.23 213.73 2757 -167.39 -53.18 0.00

Put 48.00 6/21/2008 594.92 424.24 213.74 2757 -167.39 -53.18 0.00

Put 49.00 6/21/2008 595.08 424.24 213.74 2757 -167.39 -53.18 0.00

Put 50.00 6/21/2008 595.06 424.24 213.74 2757 -167.39 -53.18 0.00

Put 55.00 6/21/2008 595.08 424.24 213.74 2757 -167.39 -53.18 0.00

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

On or
Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Put 60.00 6/21/2008 595.03 424.23 213.73 2757 -167.39 -53.18 0.00
Put 65.00 6/21/2008 594.99 424.23 213.73 2757 -167.39 -53.18 0.00
Put 70.00 6/21/2008 594.96 424.22 213.73 2757 -167.39 -53.18 0.00
Put 2.50 7/19/2008 2.66 2.04 1.20 0.37 -0.85 -0.21 0.00
Put 5.00 7/19/2008 2.36 1.90 1.22 0.48 -0.85 -0.18 0.00
Put 7.50 7/19/2008 0.45 -0.20 -1.27 -2.50 -4.99 -1.21 0.00
Put 10.00 7/19/2008 21.40 16.85 9.86 2.45 -8.83 -2.07 0.00
Put 12.50 7/19/2008 26.26 19.98 12.68 4.64 -14.35 -3.16 0.00
Put 15.00 7/19/2008 42.37 32.84 21.14 7.31 -21.67 -5.01 0.00
Put 17.50 7/19/2008 62.89 48.98 31.42 10.98 -30.95 -7.30 0.00
Put 20.00 7/19/2008 92.86 73.50 47.06 15.87 -43.16  -10.47 0.00
Put 21.00 7/19/2008 -12.02 0.00
Put 22.50 7/19/2008 134.69 107.24 67.53 20.90 -58.79  -14.75 0.00
Put 24.00 7/19/2008 23.24 -69.80 -17.95 0.00
Put 25.00 7/19/2008 189.73 152.16 93.49 26.38 -77.70  -20.37 0.00
Put 26.00 7/19/2008 27.24 -86.30  -23.00 0.00
Put 27.00 7/19/2008 239.90 192.86 114.83 28.93 -95.42  -25.88 0.00
Put 28.00 7/19/2008 265.68 213.26 124.35 2854 -104.29  -28.90 0.00
Put 29.00 7/19/2008 290.86 232.59 132.19 26.71 -114.34  -32.09 0.00
Put 30.00 7/19/2008 319.51 255.01 142.84 2756 -124.71  -35.27 0.00
Put 31.00 7/19/2008 342.02 270.84 146.87 2247 -134.85  -38.50 0.00
Put 32.00 7/19/2008 365.16 287.16 151.04 19.11  -143.18  -41.75 0.00
Put 33.00 7/19/2008 398.09 312.95 165.85 26.32 -140.97 -44.34 0.00
Put 34.00 7/19/2008 420.76 328.19 171.44 2532 -146.20  -46.91 0.00
Put 35.00 7/19/2008 443.52 343.66 176.89 24,02 -149.90 -49.06 0.00
Put 36.00 7/19/2008 468.73 361.43 187.34 3045 -145.83  -43.49 0.00
Put 37.00 7/19/2008 486.64 371.76 191.07 30.22 -148.40  -44.57 0.00
Put 38.00 7/19/2008 503.16 381.30 193.76 29.77 -147.26  -44.32 0.00
Put 39.00 7/19/2008 517.60 388.81 197.36 29.36  -146.23  -44.10 0.00
Put 40.00 7/19/2008 531.29 395.59 198.92 2957 -154.00 -47.00 0.00
Put 41.00 7/19/2008 539.29 397.93 199.63 29.00 -148.05 -44.96 0.00
Put 42.00 7/19/2008 548.98 402.94 201.64 28.81 -148.49  -45.20 0.00
Put 43.00 7/19/2008 560.19 406.97 203.96 2890 -152.16  -46.58 0.00
Put 44.00 7/19/2008 568.05 409.08 203.12 28.85 -154.29  -47.43 0.00
Put 45.00 7/19/2008 571.43 408.98 204.06 28.62 -152.77  -46.93 0.00
Put 46.00 7/19/2008 571.56 410.08 203.14 2850 -153.04  -47.09 0.00
Put 47.00 7/19/2008 574.78 411.17 203.20 28.40 -153.28  -47.23 0.00
Put 48.00 7/19/2008 577.82 413.45 205.22 28.35 -154.34  -47.66 0.00
Put 49.00 7/19/2008 581.05 415.16 206.27 28.26  -154.54  -47.77 0.00
Put 50.00 7/19/2008 582.62 413.63 203.55 28.33 -157.43  -48.87 0.00
Put 55.00 7/19/2008 584.68 416.22 206.48 28.02 -158.03  -49.23 0.00
Put 60.00 7/19/2008 582.73 414.29 204.69 27.74 -157.60 -49.18 0.00
Put 65.00 7/19/2008 578.82 413.29 205.54 2751 -157.17  -49.10 0.00
Put 70.00 7/19/2008 579.05 413.30 205.57 27.38 -157.47  -49.27 0.00
Put 75.00 7/19/2008 577.69 411.78 204.07 2727 -157.70  -49.40 0.00
Put 80.00 7/19/2008 579.32 413.29 205.60 27.18 -157.89  -49.51 0.00
Put 85.00 7/19/2008 579.40 413.27 205.60 27.10 -158.04  -49.60 0.00

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4

Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08

Put 90.00 7/19/2008 578.71 41251 204.86 27.03 -158.17  -49.67 0.00

Put 95.00 7/19/2008 578.74 412.48 204.86 26.97 -158.27  -49.74 0.00

Put 2.50 9/20/2008 7.01 7.02 7.02 7.03 6.97 6.79 6.72 223 0.00 70.50
Put 4.00 9/20/2008 10.96 0.00 156.50
Put 5.00 9/20/2008 106.98 107.41 107.10 107.68 104.17 9191 89.53 16.82 0.00 215.00
Put 6.00 9/20/2008 21.05 0.00 289.00
Put 7.50 9/20/2008 268.43 269.58 268.73 270.46 259.24 212.06 204.13 26.26 0.00 410.00
Put 9.00 9/20/2008 27.14 0.00 547.50
Put 10.00 9/20/2008 383.91 387.80 384.45 390.56 351.88 209.23 199.07 23.87 0.00 640.00
Put 11.00 9/20/2008 24.68 0.00 737.50
Put 12.00 9/20/2008 25.30 0.00 835.00
Put 12.50 9/20/2008 25.55 0.00

Put 13.00 9/20/2008 626.15 635.33 627.62 642.31 549.09 294.67 277.36 27.43 0.00 935.00
Put 14.00 9/20/2008 687.38 698.99 689.15 708.06 590.92 299.50 281.33 27.45 0.00 1,035.00
Put 15.00 9/20/2008 745.48 759.90 747.49 771.18 628.00 302.31 283.54 27.46 0.00 1,135.00
Put 16.00 9/20/2008 801.68 819.18 803.89 832.76  662.72 304.09 284.88 27.46 0.00 1,235.00
Put 17.00 9/20/2008 851.41 872.19 853.73 887.88 691.23 304.94 285.48 27.46 0.00 1,335.00
Put 18.00 9/20/2008 894.23 918.40 896.61 936.10 714.10 305.34 285.75 27.46 0.00 1,435.00
Put 19.00 9/20/2008 926.30 953.71 928.61 972,79 728.38 305.48 285.83 27.46 0.00 1,535.00
Put 20.00 9/20/2008 953.59 983.97 955.83 1004.38 74293 305.61 285.90 27.46 0.00 1,635.00
Put 21.00 9/20/2008 973.64 1006.76 976.18 1028.62 75293 305.66 285.94 27.46 0.00 1,735.00
Put 22.00 9/20/2008 989.60 1024.81 99191 1045.11 760.61 305.69 285.95 27.46 0.00 1,835.00
Put 23.00 9/20/2008 1020.50 1057.17 1023.02 1077.41 787.91 305.75 285.98 27.46 0.00 1,935.00
Put 24.00 9/20/2008 1024.16 1062.32 1026.94 108251 788.74 305.75 285.98 27.46 0.00 2,035.00
Put 25.00 9/20/2008 1026.85 1065.67 1029.39 1085.77 789.20 305.75 285.98 27.46 0.00 2,135.00
Put 30.00 9/20/2008 1026.30 1065.86 1028.92 1085.52 788.73 305.75 285.98 27.46 0.00 2,635.00
Put 35.00 9/20/2008 1025.92 1065.69 1028.47 1085.16 788.37 305.75 285.98 27.46 0.00 3,135.00
Put 2.50 10/18/2008 40.37 38.92 36.85 34.82 32.09 33.62 34.21 34.49 34.26 34.68 32.20 2513 2431 432 0.00 78.00
Put 4.00 10/18/2008 9.01 0.00 165.00
Put 5.00 10/18/2008 129.15 127.77 125.60 123.33 119.59 122.05 122.92 124.13 123.10 12496 113.87 81.84 7840 11.09 0.00 236.50
Put 6.00 10/18/2008 12.36 0.00 315.00
Put 7.50 10/18/2008 255.89 252.82 248.76 244.40 236.28 241.39 243.11 24591 243.47 24779 220.79 138.44 13240 16.41 0.00 437.50
Put 9.00 10/18/2008 18.54 0.00 572.50
Put 10.00 10/18/2008 397.96 392.05 384.03 375.58 360.99 369.77 372.59 378.05 373.24 381.83 329.69 189.17 180.39 21.60 0.00 662.50
Put 11.00 10/18/2008 22.55 0.00 760.00
Put 12.50 10/18/2008 549.75 540.93 528.65 51531  492.95 506.28 510.72 520.03 511.90 526.60 439.17 229.66 218.17 24.43 0.00 902.50
Put 14.00 10/18/2008 595.10 607.35 596.57 615.92 502.49 249.30 236.33 25.56 0.00 1,052.50
Put 15.00 10/18/2008 703.89 690.81 672.40 652.52 620.27 639.01 645.38 659.83 647.06 669.87 537.72 256.20 242.23 25.84 0.00 1,145.00
Put 16.00 10/18/2008 698.41 715.24 700.30 726.70 574.44 26475 250.05 26.24 0.00 1,245.00
Put 17.50 10/18/2008 847.33 829.12 802.86 774.67 730.35 755.47 764.22 784.83 766.40 79855 61576 269.86 254.22 26.39 0.00 1,392.50
Put 19.00 10/18/2008 825.94 850.42 828.32 865.91 654.46 276.99 260.34 26.65 0.00 1,542.50
Put 20.00 10/18/2008 993.36 968.83 932.73 894.23 835.71 868.43 880.16 907.16 882.76 923.72 69593 302.62 283.52 27.45 0.00 1,637.50
Put 21.00 10/18/2008 897.51 910.58 940.01 913.40 957.44 711.07 303.54 284.26 27.45 0.00 1,737.50
Put 22.50 10/18/2008  1087.86 1055.94 1007.88 956.76 882.24 923.72 939.05 971.42 941.69 990.11 728.70 304.37 284.93 27.46 0.00 1,887.50
Put 24.00 10/18/2008 979.97 895.12 942.51 960.32 995.14 963.13 1015.33 739.97 304.74 285.22 27.46 0.00 2,035.00
Put 25.00 10/18/2008  1163.60 1122.89  1059.86 994.05 901.98 953.46 973.06  1009.26 975.890 1030.08 749.06 305.07 285.47 27.46 0.00 2,137.50
Put 26.00 10/18/2008 1006.62 907.75 963.37 984.86  1021.89 987.35 104241 753.69 305.17 285.55 27.46 0.00 2,242.50

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 9/12/08 to
Call/Put Price Expiration  6/6/08 6/9/08 6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08  9/3/08 9/4/08 9/5/08 9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Put 27.00 10/18/2008 122296 1174.19 1097.54 1018.83 91291 972.95 996.40 1034.24 999.01 1053.61 760.68 305.37 285.70 27.46 0.00 2,342.50
Put 28.00 10/18/2008 1016.21 903.19 967.82 993.31 1031.96 996.06 1051.37 760.68 305.30 285.65 27.46 0.00 2,442.50
Put 29.00 10/18/2008 1023.61 904.14 972,73 1000.40 1039.53 1002.96 1058.99 765.41 305.42 285.74 27.46 0.00 2,542.50
Put 30.00 10/18/2008  1283.15 1220.82 1121.98 1023.48 896.61 969.81 999.57 1039.57 1002.90 1058.96 765.39 305.38 285.70 27.46 0.00 2,642.50
Put 31.00 10/18/2008  1304.04 1236.82 1130.21 1025.17 893.35 970.47 1002.34 1042.41 1005.07 1061.85 765.36 305.33 285.66 27.46 0.00 2,742.50
Put 32.00 10/18/2008 132255 1250.41 1135.88 1024.31 886.67 968.23 1002.27 104240 1005.00 1061.80 765.33 305.28 285.62 27.46 0.00 2,842.50
Put 33.00 10/18/2008  1342.37 1265.14 1143.08 1025.38 883.16 968.47 1004.59 1044.78 1007.33 1064.14 767.69 305.34 285.67 27.46 0.00 2,942.50
Put 34.00 10/18/2008  1362.09 1279.68 1150.45 1026.75 879.43 968.73 1006.93 1047.18 1009.68 1066.50 770.06 305.40 285.72 27.46 0.00 3,042.50
Put 35.00 10/18/2008  1399.92 1312.25 1176.00 1046.11 894.09 986.79 1026.91 1065.98 1028.13 1085.33 787.43 305.75 285.98 27.46 0.00 3,142.50
Put 36.00 10/18/2008  1380.92 1288.26 1145.18 1010.94 854.69 951.05 993.04 1032.43 997.17 1051.12 767.54 30522 285.57 27.46 0.00 3,235.00
Put 37.00 10/18/2008  1396.94 1299.15 1149.45 1010.44 851.11 948.46 992.05 1031.24 99573 1049.98 765.12 305.04 285.42 27.46 0.00 3,342.50
Put 38.00 10/18/2008  1424.19 1321.08 1165.01 1021.14 856.73 957.52 1002.80 1042.04 1006.67 1060.70 776.93 305.56 285.84 27.46 0.00 3,442.50
Put 39.00 10/18/2008  1428.96 1321.02 1159.44 1012.13 84591  949.09 995.95 1035.02 999.59 1053.66 769.80 305.23 285.58 27.46 0.00 3,542.50
Put 40.00 10/18/2008 144476  1331.84 1165.20 1013.34 84536 95459 100255 1041.89 1006.42 1060.52 776.58 305.52 285.80 27.46 0.00 3,642.50
Put 41.00 10/18/2008  1456.86 1339.68 1168.48 1013.68 843.97 942.32 993.60 1032.99 997.83 1051.48 769.69 305.17 285.52 27.46 0.00 3,742.50
Put 42.00 10/18/2008  1459.98 1338.13 1162.27 1005.14 831.44  940.61 991.20 1030.62 995.42 1049.10 767.23 304.98 28536 27.45 0.00 3,842.50
Put 43.00 10/18/2008  1468.74 1342.39 1163.15 1003.70 833.49 942.64 991.20  1030.66 995.42 1049.13 767.17 304.94 285.33 27.45 0.00 3,942.50
Put 44.00 10/18/2008  1495.04 1364.79 1182.15 1019.76 849.33  948.23 991.20 1030.69 995.41 1049.15 767.11 304.90 285.29 27.45 0.00 4,035.00
Put 45.00 10/18/2008  1505.11 1371.68 1187.12 1023.08 848.87  950.06 994.30 1033.82 997.97 1052.45 767.06 304.86 285.26 27.45 0.00 4,135.00
Put 46.00 10/18/2008 151297 1375.47 1187.43 1021.75 848.85 949.28 993.23  1032.78 997.08 1051.33 767.00 304.82 285.23 27.45 0.00 4,235.00
Put 47.00 10/18/2008  1522.77 1381.47 1191.51 1024.20 848.99 950.84 995.60 1035.18 999.45 1053.72 769.34 304.97 285.35 27.45 0.00 4,335.00
Put 48.00 10/18/2008  1524.00 1380.25 1188.39 1021.61 847.03  948.52 993.18 1032.79 997.02 1051.32 766.88 304.75 285.16 27.45 0.00 4,435.00
Put 49.00 10/18/2008  1529.99 1383.77 1189.95 1021.61 845.47  947.92 993.15 1032.78 997.00 1051.31 766.83 304.71 285.13 27.45 0.00 4,535.00
Put 50.00 10/18/2008  1538.76  1389.49 1192.69 1021.97 837.06 944.86 993.12  1032.77 996.96 1051.30 766.77 304.68 285.10 27.45 0.00 4,635.00
Put 55.00 10/18/2008  1553.06 1394.60 1191.78 1018.38 836.43  942.49 990.00 1029.75 994.33 1048.08 766.46 304.50 284.94 27.44 0.00 5,142.50
Put 60.00 10/18/2008  1548.33 1386.43 1181.70  1007.37 827.04 932.18 979.36  1019.18 983.83 1037.43 766.15 304.34 284.80 27.44 0.00 5,635.00
Put 65.00 10/18/2008  1547.43 1384.92 1180.07 1007.22 825.33 931.45 979.30 1019.18 983.75 1037.41 765.83 304.18 284.66 27.43 0.00 6,135.00
Put 70.00 10/18/2008  1539.26  1376.64 1171.96 999.06 817.26  923.36 971.31 1011.23 975.75 1029.45 757.64 303.01 283.63 27.40 0.00 6,635.00
Put 75.00 10/18/2008  1548.12 1385.43 1180.93 1006.59 825.65 931.26 979.03  1018.99 983.46 1037.19 765.20 303.89 284.40 27.43 0.00 7,135.00
Put 80.00 10/18/2008  1539.63 1376.92 1172.58 998.28 817.42 923.01 970.84 1010.82 975.25 1029.01 756.89 302.63 283.29 27.39 0.00 7,635.00
Put 85.00 10/18/2008  1539.82 1377.10 1172091 997.92 817.16 922.71 970.59  1010.59 97499 1028.77 756.54 302.46 283.13 27.38 0.00 8,135.00
Put 2.50 1/17/2009 58.04 56.87 55.16 53.46 51.11 52.43 52.92 53.67 53.01 54.14 47.64 29.69 2837 4.36 0.00 81.50
Put 4.00 1/17/2009 7.68 0.00 175.00
Put 5.00 1/17/2009 137.72 135.96 133.49 130.88 126.94 129.59 130.45 132.44 130.67 133.68 115.99 69.55 66.32 10.40 0.00 253.00
Put 6.00 1/17/2009 12.67 0.00 337.50
Put 7.50 1/17/2009 238.49 234.61 229.46 223.62 21458 220.21 221.94 225.87 222.33 228.34 193.43 109.33 103.96 15.36 0.00 455.00
Put 9.00 1/17/2009 18.60 0.00 590.00
Put 10.00 1/17/2009 355.48 348.82 339.58 330.19 31490 324.09 327.03 333.55 327.71 337.72 280.06 150.69 142.95 20.55 0.00 672.50
Put 11.00 1/17/2009 21.69 0.00 770.00
Put 12.50 1/17/2009 480.27 470.20 455.74 440.82 41757 431.28 435.91 445,72 436.94 45198 366.12 183.69 173.47 20.05 0.00 910.00
Put 14.00 1/17/2009 504.04 516.16 505.31 52390 41859 202.33 190.53 21.54 0.00 1,055.00
Put 15.00 1/17/2009 611.55 597.05 576.22 554.46 521.48 540.33 546.90 560.70 548.34 569.41 45052 212.36 199.59 22.28 0.00 1,145.00
Put 16.00 1/17/2009 594.88 610.45 596.48 620.17 486.71 22543 211.83 23.28 0.00 1,245.00
Put 17.50 1/17/2009 747.31 727.64 698.78 668.78 624.38  649.44 658.44 676.82 660.30 688.16 532.19 239.80 224.89 24.25 0.00 1,387.50
Put 19.00 1/17/2009 718.79 740.01 720.79 752.73 574.64 251.60 235.17 24.95 0.00 1,537.50
Put 20.00 1/17/2009 873.85 847.90 809.54 769.80 712.43  744.49 756.28 779.43 758.44 793.25 600.90 257.63 240.46 25.29 0.00 1,635.00
Put 21.00 1/17/2009 773.34 786.43 811.55 788.69 82595 620.17 261.78 244.00 25.49 0.00 1,735.00

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 9/12/08 to
Call/Put  Price Expiration 6/6/08 6/9/08  6/10/08  6/11/08  6/12/08 6/13/08 to 9/2/08 9/3/08 9/4/08 9/5/08  9/8/08  9/9/08 9/10/08 9/11/08  9/15/08
Put 22.50 1/17/2009 990.44 957.46 907.80 856.75 785.06 825.21 840.37  868.27 842.80 884.18 658.28 275.69 257.14 26.31 0.00 1,885.00
Put 24.00 1/17/2009 893.45 812.25 857.44 874.84  905.22 877.37 922.19 678.72 277.70 258.81 26.37 0.00 2,045.00
Put 25.00 1/17/2009  1090.90  1049.65 986.97 923.20 836.47  885.09 904.02  936.07 906.51 953.74 698.10 281.85 262.70 26.57 0.00 2,135.00
Put 26.00 1/17/2009 939.03 846.37 898.68 919.25  952.90 922.14 971.33 708.19 285.90 266.67 26.77 0.00 2,245.00
Put 27.00 1/17/2009  1152.40 1103.94 1029.81 955.17 856.40 912.64 93499  969.93 937.75 989.08 718.21 287.88 268.54 26.86 0.00 2,345.00
Put 28.00 1/17/2009 118495 1132.69 1052.56 972.26 867.12 927.01 951.12  987.43 954.12 1007.43 728.42 289.89 270.45 26.94 0.00 2,445.00
Put 29.00 1/17/2009  1225.02 1168.84 1082.46 996.52 885.54  949.25 975.03 1012.56 978.49 1032.94 74691 304.25 284.77 27.45 0.00 2,545.00
Put 30.00 1/17/2009  1252.00 1191.75 1099.30 1007.69 891.58 959.16 986.74 1024.65 989.36 1045.76 756.04 304.81 285.24 27.45 0.00 2,635.00
Put 31.00 1/17/2009 127528 1210.85 1111.88 1014.76 892.79  964.50 993.82 103241 996.81 1051.38 755.70 304.69 285.13 27.45 0.00 2,745.00
Put 32.00 1/17/2009  1302.25 1233.62 1128.51 1025.94 898.25 973.16 1004.32 1043.61 1007.19 1062.73 762.60 305.06 285.43 27.46 0.00 2,845.00
Put 33.00 1/17/2009  1316.19 1243.30 1131.89 1023.96 891.52 970.29 1003.12 1042.79 1006.06 1061.92 762.21 304.97 285.36 27.46 0.00 2,945.00
Put 34.00 1/17/2009  1322.09 124480 1127.12 1013.67 876.37  959.64 994.12 1034.56 997.81 1053.65 761.83 304.88 285.28 27.45 0.00 3,045.00
Put 35.00 1/17/2009 134523 1263.63 1139.71 1021.12 877.44 964.25 1000.43 1040.85 1003.22 1060.08 763.90 304.96 285.34 27.45 0.00 3,135.00
Put 36.00 1/17/2009  1338.24 1252.18 1122.11 998.89 852.93 943.14 980.48 1021.30 983.99 1040.44 746.08 287.44 267.84 26.72 0.00 3,245.00
Put 37.00 1/17/2009  1375.01 1284.65 1148.86 1020.93 870.71 964.63 1003.83 1044.62 1007.02 1063.79 768.10 305.12 285.48 27.46 0.00 3,345.00
Put 38.00 1/17/2009  1367.44 1273.16 1131.86 999.49 846.55 941.86 982.77 1023.54 985.94 1042.68 747.20 286.87 267.27 26.67 0.00 3,445.00
Put 39.00 1/17/2009 1362.16 1263.36 1116.80 980.27 824.04 922.47 964.88 1005.62 968.03 1024.73 729.47 286.31 266.99 26.64 0.00 3,545.00
Put 40.00 1/17/2009  1434.09 1331.21 1179.69 1038.46 873.08 969.53 1012.73 1053.45 1015.87 107253 777.48 30551 285.80 27.46 0.00 3,650.00
Put 41.00 1/17/2009  1404.22 1297.38 1141.22 996.98 834.57 938.34 982.75 1023.45 985.88 104251 747.66 302.87 283.54 27.41 0.00 3,745.00
Put 42.00 1/17/2009  1446.56 1335.42 1174.02 1026.26 861.66 956.90 1002.62 1043.30 1005.46 1062.40 766.22 304.78 285.18 27.45 0.00 3,845.00
Put 43.00 1/17/2009  1456.07 134099 1175.73 1025.42 857.90 954.92 1002.11 1042.78 1004.95 1061.85 765.85 304.70 285.12 27.45 0.00 3,945.00
Put 44.00 1/17/2009  1456.69 1337.58 1168.37 1015.49 845.67 944.10 991.98 1032.63 994.81 1051.68 755.86 303.64 284.20 27.43 0.00 4,045.00
Put 45.00 1/17/2009  1476.12 1353.12 1180.44 1024.99 853.58 953.00 996.27 1036.90 999.10 1055.94 760.29 304.07 284.58 27.44 0.00 4,145.00
Put 46.00 1/17/2009  1469.27 134292 1166.74  1008.05 838.66  936.90 986.42 1027.04 989.24 1046.06 750.57 302.83 283.49 27.41 0.00 4,245.00
Put 47.00 1/17/2009  1497.49 1367.70 1187.88 1028.32 857.43 956.60 1005.30 1045.90 1008.11 1064.90 769.57 304.87 285.25 27.45 0.00 4,345.00
Put 48.00 1/17/2009  1496.39 1363.81 1182.31 1020.02 849.04 948.28 991.73 1032.31 994.25 1051.37 75457 303.22 283.83 27.42 0.00 4,445.00
Put 50.00 1/17/2009  1504.29 1365.58 1180.76 1015.48 839.89  941.95 986.98 1027.53 989.78 1046.49 751.62 302.70 283.36 27.40 0.00 4,645.00
Put 55.00 1/17/2009  1543.61 139225 1198.74 1027.84 850.66 953.76 999.61 1039.78  1002.57 1058.54 767.17 304.39 284.84 27.44 0.00 5,145.00
Put 60.00 1/17/2009  1541.62 1383.11 1187.54 1018.17 840.30 943.88 990.18 1030.59 992,94 1049.43 755.74 302.76 283.40 27.39 0.00 5,645.00
Put 65.00 1/17/2009  1524.45 1366.66 1168.99 999.63 821.96 925.47 971.88 1011.93 97457 1030.65 738.96 284.87 265.51 26.41 0.00 6,145.00
Put 70.00 1/17/2009 152871 1368.00 1169.16 1000.55 823.08 926.51 975.98 1016.27 978.96 1034.95 743.75 300.28 281.18 27.30 0.00 6,645.00
Put 75.00 1/17/2009  1532.88 1376.36 1177.61 1007.63 829.52 933.36 981.59 1021.53 984.26 1040.16 749.44 301.12 281.92 27.33 0.00 7,145.00
Put 80.00 1/17/2009 1517.86 1361.95 1164.82 995.67 822.08 923.25 972.67 1012.86 975.64 1031.46 741.19 299.35 280.32 27.25 0.00 7,645.00
Put 90.00 1/17/2009  1532.36  1376.48 1178.18 1008.72 832.12 935.13 983.01 1023.10 985.75 1041.70 750.93 300.92 281.72 27.31 0.00 8,645.00

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Exhibit 4
Inflation/Deflation for Exchange-Traded Options on Lehman Common Stock

Inflation/Deflation Per Option (One Hundred Shares of Common Stock Underlying Each Option)*

Onor
Exercise Before 6/16/08 to 9/12/08 to
Call/Put  Price Expiration  6/6/08 6/9/08  6/10/08  6/11/08  6/12/08 6/13/08  9/2/08 9/3/08 9/4/08  9/5/08  9/8/08  9/9/08 9/10/08 9/11/08 9/15/08
Put 100.00 1/17/2009 1529.93 1372.94 1173.66 1004.60 827.86 930.99 980.24 1020.23  982.97 1038.77 748.80 300.25 281.11 27.27 0.00 9,645.00
Put 110.00 1/17/2009 1522.48 1366.33 1168.82 1000.15 823.93 926.77  976.29 1016.17  979.23 1034.59 746.79 299.61 280.53 27.24 0.00 10,645.00
Put 2.50 4/18/2009 52.39 53.17 52.50 53.60 46.98  28.81 2750 4.26 0.00 92.00
Put 4.00 4/18/2009 7.85 0.00 188.00
Put 5.00 4/18/2009 127.33 12952 12758  130.80 111.88 6539 62.34  9.69 0.00 262.50
Put 6.00 4/18/2009 12.11 0.00 342.50
Put 7.50 4/18/2009 21473  218.88 21514 22140 18536 102.92 97.87 15.60 0.00 465.00
Put 9.00 4/18/2009 18.49 0.00 595.00
Put 10.00 4/18/2009 310.78  317.45 31145 32158 264.01 139.31 13221 20.48 0.00 687.50
Put 11.00 4/18/2009 22.00 0.00 775.00
Put 12.00 4/18/2009 23.26 0.00 862.50
Put 13.00 4/18/2009 42262 43301 42367  439.45 350.88 170.27 160.58 18.56 0.00 960.00
Put 14.00 4/18/2009 46254 47433 46373  481.61 38159 18149 170.96 19.53 0.00 1,055.00
Put 15.00 4/18/2009 505.44  518.67  506.74  526.78 41501 195.94 184.43 24.39 0.00 1,150.00
Put 16.00 4/18/2009 54125  556.00 542.70  564.97 441.38 20245 190.14 21.24 0.00 1,242.50
Put 17.00 4/18/2009 579.50  595.80  581.05  605.64 469.62 211.72 198.74 21.97 0.00 1,342.50
Put 18.00 4/18/2009 618.03 63592  619.72  646.61 498.29 221.62 207.63 22.70 0.00 1,435.00
Put 19.00 4/18/2009 650.46  669.93  652.24 68156 520.80 226.85 21222 23.04 0.00 1,535.00
Put 20.00 4/18/2009 68550  706.63  687.36  718.96 54565 233.80 218.36 23.51 0.00 1,635.00
Put 25.00 4/18/2009 838.47  867.54  840.98  883.69 652.99 267.73 249.81 25.75 0.00 2,137.50
Put 30.00 4/18/2009 927.72  962.96 93049  981.67 709.86 280.84 261.62 26.41 0.00 2,637.50
Put 35.00 4/18/2009 993.87 1033.66  997.41 1054.80 759.64 304.63 285.07 27.45 0.00 3,137.50
Put 2.50 1/16/2010 55.11 54.28 53.14 51.88 50.24  51.32 51.66 52.59 51.79 52.98 4533 2747 2619  4.09 0.00 101.00
Put 5.00 1/16/2010 13599 13343  129.90  126.36 121.13 12451 12559  127.99 12580  129.27 109.08 63.64 60.73 10.72 0.00 276.00
Put 7.50 1/16/2010  226.20  221.15  213.98  206.67 196.37 202.74 20491  209.23 20533  211.72 17541  97.48 92.74 14.53 0.00 47250
Put 10.00 1/16/2010  328.05  319.60  307.74 29551 27849 28841  291.96 29855 29259  302.53 246.88 133.07 126.54 20.50 0.00 685.00
Put 12.50 1/16/2010 42420  411.75 39395 37632 351.71 36570 370.84  380.04 37170 38559 308.05 155.33 147.01 17.15 0.00 912.50
Put 15.00 1/16/2010  527.49 51052  486.19  462.12  429.34 447.81  454.81  466.84 45592  474.05 372.86 181.99 172.12 19.54 0.00 1,150.00
Put 17.50 1/16/2010  633.04  611.05 579.51 54843 506.97 530.37 53947 55455  540.84  563.54 436.42 206.81 19539 21.61 0.00 1,387.50
Put 20.00 1/16/2010  731.20  703.86 66451 62581 57515 603.72 61510 633.27 616.68  643.85 492.54 227.22 214.37 23.17 0.00 1,635.00
Put 22.50 1/16/2010  825.68 79252 74482  697.97 638.07 671.99 68581  707.24  687.79  719.73 54159 242.09 227.84 24.18 0.00 1,885.00
Put 25.00 1/16/2010  916.94  877.64  821.06 76568 696.36 735.89  752.34 77680 75458  790.30 590.35 257.69 242.50 25.23 0.00 2,135.00
Put 30.00 1/16/2010 106553 1013.02  937.42  863.83 77466 82533  847.11 87686 84954  892.92 653.03 273.28 256.03 26.05 0.00 2,637.50
Put 35.00 1/16/2010 1178.49 1112.15 1016.77 92555 819.11 88145 908.74 94267  911.28  960.98 693.38 281.29 262.85 26.42 0.00 3,137.50
Put 40.00 1/16/2010 1270.83 1190.60 1076.21  968.20  847.37 92052  952.95  990.37  956.39 1011.68 723.03 287.84 268.68 26.73 0.00 3,637.50
Put 45.00 1/16/2010  1334.73 1241.07 1108.72  985.82  849.44 931.66  968.51 1007.71  972.37 1026.01 74545 302.17 282.90 27.39 0.00 4,135.00
Put 50.00 1/16/2010 1330.46 1224.35 1076.47 94222  797.89 887.27  928.05  965.32  933.47  982.10 726.48 298.32 279.46 27.25 0.00 4,637.50
Put 55.00 1/16/2010 1339.79 1221.87 106157 91599  759.68 850.15  894.36  931.95  900.34 94854 702.82 27357 254.72 25.70 0.00 5,135.00
Put 60.00 1/16/2010 1358.68 123041 1060.11  907.12  748.10 841.75 887.48 92487  892.96  941.52 694.06 267.89 249.17 2525 0.00 5,635.00
Put 65.00 1/16/2010  1404.70 1267.56 1092.03  935.86  773.90 864.07 907.97 94515 91337  961.69 71851 29514 276.54 27.07 0.00 6,135.00
Put 70.00 1/16/2010  1390.17 1246.79 1066.54  909.00  745.19 83587 87597 91296  881.44  929.33 678.18 259.61 241.17 24.56 0.00 6,635.00
Put 75.00 1/16/2010 1396.12 124436 106357  907.22  743.11 83348 87354  910.34 87882  926.68 683.03 265.04 246.65 24.98 0.00 7,135.00
Put 80.00 1/16/2010 1387.11 1233.62 1054.24  898.33 73571 82537  868.97 90559  874.21  921.83 679.41 257.58 239.10 24.35 0.00 7,635.00
Put 90.00 1/16/2010 1397.69 1249.41 1069.60  914.68  752.55 842.47 88642 92267 89158  938.72 698.78 288.46 270.38 26.66 0.00 8,635.00
Put 100.00  1/16/2010 138453 1238.02 1058.94  905.06 74427 83354 87727 91318  882.35  929.06 691.59 285.94 268.05 26.49 0.00 9,635.00

** Closing price on September 12, 2008 is the mid-point of the closing bid price and closing ask price on September 12, 2008, where applicable.

*Blanks on any date or in any time period reflects that the Option did not exist on that date or in that time period.
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Appendix D
Type of Security Estimated Average Estimated Average
Recovery Per Cost Per Damaged
Damaged Security Security
Common Stock $0.02 $0.004
Options $0.59 $0.11
Common Stock Offering $0.03 $0.01
Senior Unsecured Notes” $2.11 $0.38
Subordinated Notes” $2.34 $0.42
Preferred Stock Offerings $0.24 $0.04
Principal Protected Notes (PPN) Offerings” $2.11 $0.38

The estimated recovery amounts and costs are based upon $1000 face value of notes.
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NOTICE OF PENDENCY OF CLASS ACTION AND PROPOSED SETTLEMENT WITH THE SETTLING

UNDERWRITER DEFENDANTS, SETTLEMENT FAIRNESS HEARING AND MOTION FOR ATTORNEYS’' FEES
AND REIMBURSEMENT OF LITIGATION EXPENSES

IF YOU PURCHASED OR ACQUIRED THE LEHMAN SECURITIES DESCRIBED BELOW,
YOU COULD GET PAYMENTS FROM LEGAL SETTLEMENTS WITH CERTAIN DEFENDANTS.

A U.S. Federal Court authorized this Notice. This is not a solicitation from a lawyer.

e Multiple settlements have been reached in the class action lawsuit In re Lehman Brothers Equity/Debt Securities
Litigation, No. 08-CV-5523-LAK (S.D.N.Y.) (the “Action”). This notice addresses the settlements reached with all
but one of the underwriters named as defendants in the Action (the “Underwriter Settlement”).! The initial
settlement was reached with the first group of settling Underwriter Defendants in the amount of $417,000,000
pursuant to a Stipulation of Settlement and Release executed on December 2, 2011 (the “First Underwriter
Stipulation”). The second settlement was reached with the second group of settling Underwriter Defendants? for
additional monetary recoveries in the aggregate amount of $9,218,000 pursuant to a Stipulation of Settlement and
Release executed on December 9, 2011 (the “Second Underwriter Stipulation” and together with the First
Underwriter Stipulation, the “Stipulations”). The Second Underwriter Stipulation largely adopts the terms of the
First Underwriter Stipulation. This notice is directed at all persons and entities who purchased or otherwise
acquired Lehman securities identified in Appendix A hereto (the “Lehman Securities”) pursuant or traceable to the
Shelf Registration Statement and Offering Materials incorporated by reference in the Shelf Registration Statement
and were damaged thereby (the “Underwriter Class”).®

e The Underwriter Settlement is comprised of $426,218,000 in cash (the “Underwriter Settlement Amount”) plus any
interest or income earned thereon (the “Underwriter Settlement Fund”) for the benefit of the Underwriter Class.
Estimates of average recovery per damaged security are set forth on Appendix C hereto. Underwriter Class
Members should note, however, that these are only estimates based on the overall number of potentially
damaged securities in the Underwriter Class. Some Underwriter Class Members may recover more or less than
these estimated amounts depending on, among other factors, how many Underwriter Class Members submit
claims, when and the prices at which their Lehman Securities were purchased, acquired or sold, and what
security they purchased, acquired or sold. In addition, as set forth in Question 19 below, Lead Counsel (as
defined below) will seek approval for attorneys’ fees in an amount not to exceed 17.5% of the Underwriter
Settlement Amount, plus interest thereon, and for reimbursement of costs incurred by Lead Counsel and other
counsel to Named Plaintiffs (as defined below) in connection with commencing and prosecuting the Action and
the costs and expenses of the Lead Plaintiffs (as defined below) (collectively, the “Litigation Expenses”) in an
amount not to exceed $2.5 million, plus interest thereon. The total amount of Litigation Expenses awarded by the
Court will be paid to Lead Counsel from the D&O Settlement and the Underwriter Settlement in pro rata amounts.
If the Court approves Lead Counsel’'s application for attorneys’ fees and Litigation Expenses (as set forth in
Question 19 below), the estimated average cost per damaged security will be as set forth on Appendix C hereto.

o If the Underwriter Settlement is approved by the Court, it will result in (i) the distribution of the Underwriter
Settlement Fund, minus certain Court-approved fees, costs and expenses as described herein, to investors who
submit valid claim forms; (ii) the release of the Settling Underwriter Defendants (as defined below) and certain
other related parties, as identified in Question 1 below, from further lawsuits that are based on, arise out of, or
relate in any way to the facts and claims alleged, or that could have been alleged, in the Action; and (iii) the
dismissal with prejudice of the claims against the Settling Underwriter Defendants. The Underwriter Settlement
also avoids the costs and risks of further litigation against these defendants.

e The Underwriter Settlement does not resolve claims against any other defendant in the Action, and the Action will
continue against Ernst & Young, LLP (“E&Y”), Lehman Brothers Holdings Inc.’s outside auditor during the relevant
time period, and the remaining, non-settling underwriter defendant, UBS Financial Services, Inc. (the “Non-
Settling Defendants”). Please Note: The Underwriter Settlement is separate and apart from the D&O Settlement,
the proposed $90 million settlement Lead Plaintiffs reached with certain of Lehman’s officers and directors during
the relevant time period. You should have received a notice for the D&O Settlement along with this Notice. See
Question 6 below for more details. You are not automatically in both settlements as they cover different securities
in some instances, so you should read both notices to determine if you are eligible to participate in each
settlement.

! The $90 million settlement reached with the director and officer defendants (the “D&O Settlement”) is addressed briefly below in Question 6.

2 The first group of settling Underwriter Defendants and the second group of settling Underwriter Defendants shall be jointly referred to as the “Settling
Underwriter Defendants,” as defined in Part 1 of the Section entitled “Basic Information,” below.

® The Shelf Registration Statement refers to the shelf registration statement filed by Lehman Brothers Holdings Inc. (“LBHI”) with the U.S. Securities and
Exchange Commission (“SEC”) on Form S-3 and dated May 30, 2006, together with any amendments thereto, as well as any materials incorporated by
reference therein. The Offering Materials refer to the materials incorporated by reference in the Shelf Registration Statement.
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YOUR LEGAL RIGHTS AND OPTIONS IN THIS SETTLEMENT:

SUBMIT A CLAIM FORM
POSMARKED NO LATER
THAN MAY 17, 2012

The only way to get a payment. Instructions as to how to request a claim form are
contained below.

EXCLUDE YOURSELF BY
MARCH 22, 2012

Get no payment. The only option that might let you sue the defendants that settled
concerning the claims being resolved in the Underwriter Settlement.

OBJECT BY MARCH 22, 2012

Write to the Court about why you do not like the Underwriter Settlement or any aspect
thereof.

GO TO A HEARING ON APRIL
12,2012 AT 4:00 PM

Ask to speak in Court about the fairness of the Underwriter Settlement.

DO NOTHING

Get no payment. Give up rights.

e These rights and options — and the deadlines to exercise them — are explained in this Notice.

e The Court in charge of this case still has to decide whether to approve the Underwriter Settlement. If it does, it
will take time to process all of the claim forms and to distribute payments. Please be patient.

WHAT THIS NOTICE CONTAINS

BASIC INFORMATION..............
Why was this Notice issued?

What is this lawsuit about?

Why is this a class action?

Why is there an Underwriter Settlement?

Are the other defendants included in this Underwriter Settlement?
What is the D&O Settlement and am | included in that settlement?

oukrwbdE

WHO IS IN THE UNDERWRITER SETTLEMENT ...ttt e e e e e e et e e e e e e e e a b e e e PAGE 5
7. How do | know if | am part of the Underwriter Settlement?
8. Are there exceptions to being included?
9. I'm still not sure if I'm included.

THE UNDERWRITER SETTLEMENT BENEFITS — WHAT YOU GET ....ooiiiiiiiiieiiiiieee ettt sineee e PAGE 5
10. What does the Underwriter Settlement provide?
11. How much will my payment be?
12. What am | giving up as part of the Underwriter Settlement?
13. How can | get a payment?
14. When will | get my payment?

EXCLUDING YOURSELF FROM THE UNDERWRITER SETTLEMENT ... PAGE 6
15. If I exclude myself, can | get money from the Underwriter Settlement?
16. If I do not exclude myself, can | sue later?
17. How do | get out of the Underwriter Settlement?

THE LAWYERS REPRESENTING YOU .. .ooiiiiiiiiii ittt ittt sttt ettt e ekt e e e stteeeesntaeeaasntaaeessntaeeessstaeeeesnsaeeessnseeeenns PAGE 7
18. Do | have a lawyer in this case?
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OBJECTING TO THE UNDERWRITER SETTLEMENT ....oiiiiiiiiii ittt ettt e siee et e e staee e sntaeeaesntaeaeennes PAGE 8
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IF YOU DO NOTHING ...ttt it ete ettt e e stt e st e st e e e et e e et e e e bee e sabe e e beeesabeesabee e taeeaabeeeseeeasseesnbeeeasbeesnseeanns PAGE 9
25. What happens if | do nothing at all?
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26. How do | get more information?
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27. What if | bought Lehman Securities for a beneficial owner?
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BASIC INFORMATION

1. Why was this Notice Issued?

A U.S. Court authorized this Notice to inform you about a settlement reached with certain of the defendants (the Settling
Underwriter Defendants) in a class action lawsuit. This Notice explains the lawsuit, the Underwriter Settlement and your
legal rights and options in connection with the Underwriter Settlement before the Court decides whether to give “final
approval” to the Underwriter Settlement. The Honorable Lewis A. Kaplan of the United States District Court for the
Southern District of New York is presiding over the case known as In re Lehman Brothers Equity/Debt Securities
Litigation, 08-CV-5523-LAK. The persons or entities that are suing are called plaintiffs, and those who are being sued are
called defendants. In this case, the plaintiffs are referred to as Lead Plaintiffs. The Underwriter Defendants who have
agreed to settle (i.e., A.G. Edwards & Sons, Inc.; ABN AMRO Inc.; ANZ Securities, Inc.; Banc of America Securities LLC;
BBVA Securities Inc.; BNP Paribas; BNY Mellon Capital Markets, LLC; Cabrera Capital Markets LLC; Caja de Ahorros y
Monte de Piedad de Madrid; Calyon Securities (USA) Inc. (n/k/a Crédit Agricole Corporate and Investment Bank); CIBC
World Markets Corp.; Citigroup Global Markets Inc.; Charles Schwab & Co., Inc.; Commerzbank Capital Markets Corp.;
Daiwa Capital Markets Europe Limited (f/k/a Daiwa Securities SMBC Europe Limited); DnB NOR Markets Inc. (the trade
name of which is DnB NOR Markets); DZ Financial Markets LLC; Edward D. Jones & Co., L.P.; Fidelity Capital Markets
Services (a division of National Financial Services LLC); Fortis Securities LLC; BMO Capital Markets Corp. (f/k/a Harris
Nesbitt Corp.); HSBC Securities (USA) Inc.; HVB Capital Markets, Inc.; Incapital LLC; ING Financial Markets LLC; Loop
Capital Markets, LLC; Mellon Financial Markets, LLC (n/k/a BNY Mellon Capital Markets, LLC); Merrill Lynch, Pierce,
Fenner & Smith Inc.; Mizuho Securities USA Inc.; Morgan Stanley & Co. Inc.; MRB Securities Corp., as general partner of
M.R. Beal & Company (M.R. Beal & Company, together with its owners and partners); Muriel Siebert & Co., Inc. and
Siebert Capital Markets; nabCapital Securities, LLC (n/k/a nabSecurities, LLC); National Australia Bank Ltd.; Natixis
Bleichroeder Inc. (n/k/a Natixis Securities Americas LLC); Raymond James & Associates, Inc.; RBC Capital Markets LLC
(f/k/a RBC Dain Rauscher Inc.); RBS Greenwich Capital (n/k/a RBS Securities Inc.); Santander Investment Securities Inc.;
Scotia Capital (USA) Inc.; SG Americas Securities LLC; Sovereign Securities Corporation LLC; SunTrust Robinson
Humphrey, Inc.; TD Securities (USA) LLC; UBS Securities LLC; Utendahl Capital Partners, L.P.; Wachovia Capital
Finance; Wachovia Securities, LLC (n/k/a Wells Fargo Securities, LLC) Wells Fargo Securities, LLC and Williams Capital)
are referred to as the “Settling Underwriter Defendants.” The proposed Underwriter Settlement will resolve all claims
against the Settling Underwriter Defendants and certain other released parties (the “Released Underwriter Parties” as set
forth in paragraph 1(gg) of the First Underwriter Stipulation and paragraph 1(gg) of Exhibit A to the Second Underwriter
Stipulation) only; it will not resolve the claims against the Non-Settling Defendants, which Lead Plaintiffs will continue to
pursue.

Receipt of this Notice does not necessarily mean that you are an Underwriter Class Member or that you will be entitled to
receive proceeds from the Underwriter Settlement. If you wish to participate in the distribution of the proceeds from the
Underwriter Settlement, you will be required to submit the Claim Form that is included with this Notice, as described in
Question 13 below.

2. What is this lawsuit about?

The operative complaint in the Action, the Third Amended Class Action Complaint dated April 23, 2010 (the “Complaint”),
asserts (i) claims under the Securities Act of 1933 against certain current and/or former Lehman officers and directors,
E&Y, and certain alleged underwriters of certain Lehman offerings, and (ii) claims under the Securities Exchange Act of
1934 against certain former Lehman officers and E&Y. The Complaint alleges, among other things, that during the
Settlement Class Period (June 12, 2007 through September 15, 2008, inclusive) and in connection with the Offering
Materials, defendants made misrepresentations and omissions of material facts concerning certain aspects of Lehman’s
financial results and operations. On September 15, 2008, Lehman Brothers Holdings Inc. (“LBHI"), the issuer of the
securities, and certain of its subsidiaries and affiliates filed for bankruptcy protection under Chapter 11 of the Bankruptcy
Code (the “Lehman Bankruptcy Proceedings”) and, for this reason, is not named as a defendant in this Action. On
September 19, 2008, a proceeding under the Securities Investor Protection Act (the “LBI SIPA Proceeding”) was
commenced against Lehman Brothers Inc. (“LBI”), the lead underwriter of the securities at issue, and, for this reason, LBI
is not named as a defendant in this Action. On July 27, 2011, the court issued an order granting the defendants’ motions
to dismiss regarding certain of the claims in the Complaint and denying the defendants’ motions to dismiss with respect to
other claims.
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3. Why is this a class action?

In a class action lawsuit, one or more persons or entities known as class representatives — in this case the “Lead
Plaintiffs” are Alameda County Employees’ Retirement Association, Government of Guam Retirement Fund, Northern
Ireland Local Government Officers’ Superannuation Committee, City of Edinburgh Council as Administering Authority of
the Lothian Pension Fund, and Operating Engineers Local 3 Trust Fund — assert legal claims on behalf of all persons and
entities with similar legal claims.” The Lead Plaintiffs sued on behalf of others who have similar claims. All of these
people together are referred to as a “settlement class” or as “settlement class members.” One Court resolves the issues
for all settlement class members, except for any persons or entities who choose to exclude themselves from the
settlement class (see Question 17 below), if the Court determines that a class action is an appropriate method to do so.

4. Why is there an Underwriter Settlement?

The Settling Underwriter Defendants have agreed to settle the Action. The Court did not decide in favor of the Lead
Plaintiffs or the Settling Underwriter Defendants. Lead Plaintiffs and the Settling Underwriter Defendants (the “Settling
Parties”) disagree on both liability and the amount of damages that could be won if Lead Plaintiffs had prevailed at trial.
Specifically, the Settling Parties disagree, among other things, on (1) whether the statements made or facts allegedly
omitted were material, false or misleading, (2) whether the Settling Underwriter Defendants are otherwise liable under the
securities laws for those statements or omissions, and (3) the average amount of damages per security, if any, that would
be recoverable if Lead Plaintiffs were to prevail. Instead of continuing to litigate the Action, both sides agreed to a
settlement. That way, the Settling Parties avoid the cost of a trial, and the people affected — the Underwriter Class
Members — will get compensation. Based upon their investigation, negotiation and mediation efforts, and after
considering (a) the attendant risks of litigation and (b) the desirability of permitting the Settlement to be consummated as
provided by the terms of the Stipulations, Lead Plaintiffs and their lawyers believe that the Underwriter Settlement is in the
best interests of the Underwriter Class Members.

The Settling Underwriter Defendants have denied the claims asserted against them in the Action and deny having
engaged in any wrongdoing or violation of law of any kind whatsoever. The Settling Underwriter Defendants have agreed
to the settlement solely to eliminate the burden and expense of continued litigation. Accordingly, the settlement may not
be construed as an admission of any Settling Underwriter Defendant’s wrongdoing.

5. Arethe other defendants included in this Underwriter Settlement?

No. The Underwriter Settlement includes only the Settling Underwriter Defendants and the lawsuit is continuing against
E&Y, Lehman’s outside auditor during the relevant time period, and UBS Financial Services, Inc., an additional
underwriter of certain Lehman offerings as set forth in the Complaint. A copy of the Complaint can be found on the
settlement website at www.LehmanSecuritiesLitigationSettlement.com. Further, the Lehman directors and officers named
in the Action (the “Individual Defendants” or “D&0O Defendants”) have reached a separate $90 million settlement with Lead
Plaintiffs. A separate notice addresses the D&O Settlement in detail (the “D&O Notice”). If you did not receive a copy of
the D&O Notice along with this Notice, you can obtain a copy by visiting the settlement website listed above or by
contacting the claims administrator.

6. What is the D&O settlement and am | included in that Settlement?

Lead Plaintiffs have obtained a $90 million cash settlement with the Individual Defendants, which is separate and apart
from the proposed settlement with the Settling Underwriter Defendants. You should have received a similar notice
explaining the D&O Settlement along with this Notice. The Underwriter Class is a subset of the settlement class for the
D&O Settlement. Therefore, if you are an Underwriter Class Member you are also a settlement class member in the D&O
Settlement and therefore, eligible to participate in both settlements.

As explained in Question 13 below, you must submit a Claim Form in order to participate in either or both settlements.
The Claim Form you submit in connection with the Underwriter Settlement will also be reviewed in connection with the
D&O Settlement. You do not have to submit a separate Claim Form for the D&O Settlement. Please be sure to
include all of your transactions in the Lehman securities listed on the Claim Form.

* The Lead Plaintiffs who purchased Lehman Securities are Alameda County Employees’ Retirement Association and Government of Guam Retirement
Fund, and additional named plaintiffs in this Action who purchased Lehman Securities are Brockton Contributory Retirement System; Inter-Local
Pension Fund of the Graphic Communications Conference of the International Brotherhood of Teamsters; Police and Fire Retirement System of the City
of Detroit; American European Insurance Company; Belmont Holdings Corp.; Marsha Kosseff; Montgomery County Retirement Board; Teamsters Allied
Benefit Funds; John Buzanowski; and Ann Lee (all collectively, “Named Plaintiffs”).

4


http://www.lehmansecuritieslitigationsettlement.com/

Case 1:09-md-02017-LAK Document 807-2 Filed 03/08/12 Page 51 of 92
WHO IS IN THE UNDERWRITER SETTLEMENT

To see if you will get money from the Underwriter Settlement, you first have to determine if you are an Underwriter Class
Member.

7. How do I know if | am part of the Underwriter Settlement?

Judge Kaplan has determined that everyone who fits the following description is an Underwriter Class Member, unless
you are excluded from the Underwriter Class as described in Question 8 below: All persons and entities who
purchased or otherwise acquired Lehman securities identified in Appendix A hereto (the “Lehman Securities”)
pursuant or traceable to the Shelf Registration Statement and Offering Materials incorporated by reference in the
Shelf Registration Statement and were damaged thereby.

8. Arethere exceptions to being included?

Yes. Excluded from the Underwriter Class are (i) Defendants, (ii) the officers and directors of each Defendant, (iii) any
entity (other than a Managed Entity, defined below) in which a Defendant owns, or during the period July 19, 2007 to
September 15, 2008 (the “Underwriter Settlement Class Period”) owned, a majority interest, (iv) members of Defendants’
immediate families and the legal representatives, heirs, successors or assigns of any such excluded party, and (v)
Lehman. “Lehman” means LBHI and those of its subsidiaries and affiliates that, together with LBHI, are debtors in the
Lehman Bankruptcy Proceedings or the LBI SIPA Proceeding. The Underwriter Class includes registered mutual funds,
managed accounts, or entities with nonproprietary assets managed by any of the Released Underwriter Parties including,
but not limited to, the entities listed on Exhibit C attached to the First Underwriter Stipulation, who purchased or otherwise
acquired Lehman Securities (each, a “Managed Entity”). Also excluded are any persons or entities who timely and validly
request exclusion from the Underwriter Class as set forth in this Notice. If you requested exclusion from the D&O
Settlement, you are not automatically excluded from the Underwriter Settlement. You must specifically indicate that you
wish to be excluded from the “Underwriter Settlement.”

9. I'm still not sure if 'm included.

If you are not sure whether you are an Underwriter Class Member, you may visit
www.LehmanSecuritiesLitigationSettlement.com or you can contact the Claims Administrator for the settlement, GCG, by
writing to In Re: Lehman Brothers Equity/Debt Securities Litigation — Settling Underwriter Defendants Settlement, c/o
GCG, P.O. Box 9821, Dublin, OH 43017-5721 or by calling (800) 505-6901. You may also want to contact your broker to
see if you bought Lehman Securities.

THE UNDERWRITER SETTLEMENT BENEFITS — WHAT YOU GET

10. What does the Underwriter Settlement provide?

A settlement fund for $426,218,000 (the “Underwriter Settlement Fund”) has been established. If the Underwriter
Settlement is approved, the Underwriter Settlement Fund, less Court-awarded attorneys’ fees and expenses, the costs of
administering the Underwriter Settlement and taxes, if any (the “Underwriter Net Settlement Fund”), will be distributed to
eligible Underwriter Class Members.

11. How much will my payment be?

The proposed Plan of Allocation provides for distribution of the Underwriter Net Settlement Fund to Authorized Claimants.
Each person claiming to be a claimant entitled to share in the Underwriter Net Settlement Fund (“Authorized Claimant”)
shall be required to submit a Claim Form signed under penalty of perjury and supported by such documents as specified
in the Claim Form.

All Claim Forms must be postmarked no later than May 17, 2012 addressed as follows:

In Re: Lehman Brothers Equity/Debt Securities Litigation
c/lo GCG
Claims Administrator
P.O. Box 9821
Dublin, OH 43017-5721
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Unless otherwise ordered by the Court, any Underwriter Class Member who fails to submit a properly completed and
signed Claim Form within such period as may be ordered by the Court shall be forever barred from receiving any
payments pursuant to the Underwriter Settlement, but will in all other respects be subject to the provisions of the
Stipulations entered into by the Settling Parties and the final judgment entered by the Court.

The Plan of Allocation is a matter separate and apart from the proposed Underwriter Settlement, and any decision by the
Court concerning the Plan of Allocation shall not affect the validity or finality of the proposed Underwriter Settlement. The
Court may approve the Plan of Allocation with or without modifications agreed to among the Settling Parties, or another
plan of allocation, without further notice to Underwriter Class Members.

The proposed Plan of Allocation, which is subject to Court approval, is attached as Appendix B to this Notice. Please
review the Plan of Allocation carefully.

12. What am | giving up as part of the Underwriter Settlement?

If the Underwriter Settlement is approved by the Court and becomes final, you will be releasing the Settling Underwriter
Defendants (as set forth in Question 1 above) and the Released Underwriter Parties (as set forth in Question 1 above) for
all of the Settled Claims defined in paragraph 1(ii) of the First Underwriter Stipulation and paragraph 1(ii) of Exhibit A to
the Second Underwriter Stipulation. These claims are called “Settled Claims” and are those brought in this case or that
could have been raised in the case, as fully defined in the First Underwriter Stipulation and Second Underwriter
Stipulation. Copies of the Stipulations are available at www.LehmanSecuritiesLitigationSettlement.com. The First
Underwriter Stipulation describes the Settled Claims with specific description, in necessarily accurate legal terminology,
so please read it carefully.

The Settling Parties will also seek, among other things, a judgment reduction order in connection with the Judgment in the
Action. A judgment reduction order generally reduces the liability of non-settling defendants and/or certain other parties
for common damages by the greater of the settlement amount paid by or on behalf of the settling defendants for common
damages or the percentage share of responsibility of the settling defendants for common damages.®

13. How can | get a payment?

If you are an Underwriter Class Member you will need to submit a Claim Form and the necessary supporting
documentation to establish your potential eligibility to share in the Underwriter Net Settlement Fund. A Claim Form is
included with this Notice, or you may go to the website maintained by the Claims Administrator,
www.LehmanSecuritiesLitigationSettlement.com, to request that a Claim Form be mailed to you. Submitting a Claim
Form does not necessarily guarantee that you will receive a payment. Please refer to the attached Plan of Allocation for
further information on how Lead Plaintiffs propose the Underwriter Settlement Fund will be allocated.

Please retain all records of your ownership of and transactions in Lehman Securities, as they may be needed to document
your claim.

14. When will I get my payment?

If the Underwriter Settlement is approved, it will take time for the Claims Administrator to review all of the Claim Forms
that are submitted and to decide pursuant to the Plan of Allocation how much each claimant should receive. This could
take many months. Furthermore, distribution may be postponed until the end of the case, so that any additional money
collected from any future settlements may be distributed at the same time. Please check the website for updates.

EXCLUDING YOURSELF FROM THE UNDERWRITER SETTLEMENT

If you do not want a payment from the Underwriter Settlement, but you want to keep the right to sue or continue to sue the
Settling Underwriter Defendants on your own about the same claims being released in the Underwriter Settlement, then
you must take steps to exclude yourself from the settlement. This is sometimes referred to as “opting out” of the
Underwriter Class. See Question 17 below.

® The Settling Parties will also seek to include in the Judgment a “bar order” that will, among other things, bar certain claims for contribution and

indemnification against or by the Settling Underwriter Defendants and/or certain other related parties. The bar order typically does not apply to class
members.
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15. If | exclude myself, can | get money from the Underwriter Settlement?

No. If you exclude yourself from the Underwriter Class, you will not be able to request a payment from the Underwriter
Settlement, and you cannot object to the Underwriter Settlement. You will not be bound by anything that happens in this
lawsuit with respect to the Settling Underwriter Defendants, and you may be able to sue the Settling Underwriter
Defendants on your own in the future. Excluding yourself from the Underwriter Class will not automatically exclude you
from any other, or subsequent, settlement class relating to any future settlement with other defendants. Accordingly,
excluding yourself from the Underwriter Class will not automatically exclude you from the settlement class in the D&O
Settlement referenced above. A request for exclusion should specifically indicate that you wish to be excluded from the
Underwriter Class, the D&O Settlement Class, or both. In the event that you do not specify which settlement class you
seek to be excluded from, your request will be interpreted as seeking to be excluded from both the Underwriter Class and
the settlement class in the D&O Settlement.

16. If | do not exclude myself, can | sue later?

No. Unless you exclude yourself, you give up any right to sue the Settling Underwriter Defendants or any of the other
released parties for the claims being released by the Underwriter Settlement. If you have a pending lawsuit relating to the
claims being released in the Action against any of the Settling Underwriter Defendants, you should speak to your lawyer in
that case immediately.

17. How do | get out of the Underwriter Settlement?

To exclude yourself from the Underwriter Class, you must send a letter by mail saying that you want to be excluded from
the Underwriter Class in the In re Lehman Brothers Equity/Debt Securities Litigation — Settling Underwriter Defendants
Settlement, Case No. 08-CV-5523 (LAK). Be sure to include your name, address and telephone number. You must also
include information concerning your transactions in Lehman Securities, including the date(s), price(s), type(s) and
amount(s) of all purchases, acquisitions, and sales of Lehman Securities. The request for exclusion must be signed by
the person or entity requesting exclusion. Requests for exclusion will not be valid if they do not include the information set
forth above. You must mail your exclusion request so that it is received no later than March 22, 2012 to:

In Re: Lehman Brothers Equity/Debt Securities Litigation
c/lo GCG
Claims Administrator
P.O. Box 9821
Dublin, OH 43017-5721

*Please keep a copy of everything you send by mail, in case it is lost or destroyed during mailing.

You cannot exclude yourself over the phone or by e-mail.

Pursuant to the terms of separate supplemental agreements between Lead Plaintiffs and the two groups of Settling
Underwriter Defendants, each group of Settling Underwriter Defendants shall have the option to terminate their settlement
in the event that members of the Underwriter Class, who purchased and/or acquired a certain amount of Lehman
Securities and would otherwise be entitled to participate in the Underwriter Class, timely and validly request exclusion in
accordance with the requirements set forth in this Notice.

THE LAWYERS REPRESENTING YOU

18. Do | have a lawyer in this case?

The Court has appointed the law firms of Bernstein Litowitz Berger & Grossmann LLP and Kessler Topaz Meltzer &
Check, LLP to represent you and the other Underwriter Class Members. These lawyers are called Lead Counsel. You
may contact them as follows: David R. Stickney, Esq., Bernstein Litowitz Berger & Grossmann LLP, 12481 High Bluff
Drive, Suite 300, San Diego, CA 92130 (866) 648-2524, bilbg@blbglaw.com, or David Kessler, Kessler Topaz Meltzer &
Check, LLP, 280 King of Prussia Road, Radnor, PA 19087, (610) 667-7706, info@ktmc.com. You will not be separately
charged for these lawyers beyond your pro rata share of any attorneys’ fees and expenses awarded by the Court that will
be paid from the Underwriter Settlement Fund. If you want to be represented by your own lawyer, you may hire one at
your own expense.
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19. How will the lawyers be paid?

Lead Counsel have not received any payment for their services in pursuing claims against the Settling Underwriter
Defendants on behalf of the Underwriter Class, nor have they been reimbursed for their out-of-pocket expenses. Before
final approval of the Underwriter Settlement, Lead Counsel intend to apply to the Court for an award of attorneys’ fees, as
compensation for investigating the facts, litigating the case and negotiating the settlement, on behalf of all Plaintiffs’
Counsel not to exceed 17.5% of the Underwriter Settlement Amount, plus interest thereon. At the same time, Lead
Counsel also intend to apply for reimbursement of Litigation Expenses in an amount not to exceed $2.5 million, plus
interest thereon. The total amount of Litigation Expenses awarded by the Court will be paid to Lead Counsel from the
D&O Settlement and the Underwriter Settlement in pro rata amounts. Litigation Expenses may include reimbursement of
the expenses of Lead Plaintiffs in accordance with 15 U.S.C. § 77z-1(a)(4). The Court may award less than the requested
amounts. Any payments to the attorneys for fees or expenses, now or in the future, will first be approved by the Court.

OBJECTING TO THE UNDERWRITER SETTLEMENT

You can tell the Court that you do not agree with the Underwriter Settlement or some part of it.

20. How do | tell the Court if | do not like the Underwriter Settlement?

If you are an Underwriter Class Member, you can object to the Underwriter Settlement if you do not like any part of it. To
object, you must send a letter to each of the below addressees saying that you object to the Underwriter Settlement in the
In re Lehman Brothers Equity/Debt Securities Litigation — Settling Underwriter Defendants Settlement, Case No.
08-CV-5523 (LAK) and the reasons why you object to the Underwriter Settlement. Be sure to include your name,
address, telephone number and your signature. You must also include information concerning all of your transactions in
Lehman Securities, including the date(s), price(s), type(s) and amount(s) of all purchases, acquisitions, and sales of the
eligible Lehman Securities to confirm that you are a member of the Underwriter Class, including brokerage confirmation
receipts or other competent documentary evidence of such transactions. The objection must include a written statement
of all grounds for an objection accompanied by any legal support for the objection; copies of any papers, briefs or other
documents upon which the objection is based; a list of all persons who will be called to testify in support of the objection; a
statement of whether the objector intends to appear at the fairness hearing (see Questions 22-24 below); a list of other
cases in which the objector or the objector’s counsel have appeared either as settlement objectors or as counsel for
objectors in the preceding five years; and the objector’s signature, even if represented by counsel. If you are not a
member of the Underwriter Class, you cannot object to the settlement as it does not affect you. Any objection to the
Underwriter Settlement must be received by each of the following by March 22, 2012:

CLERK OF THE COURT LEAD COUNSEL REPRESENTATIVE COUNSEL FOR THE
SETTLING UNDERWRITER DEFENDANTS

UNITED STATES DISTRICT BERNSTEIN LITOWITZ BERGER |For the First Group of Settling Underwriter

COURT FOR THE SOUTHERN |& GROSSMANN LLP Defendants:
DISTRICT OF NEW YORK David Stickney CLEARY GOTTLIEB
Clerk of the Court 12481 High Bluff Drive, Suite 300 |STEEN & HAMILTON LLP
500 Pearl Street San Diego, CA 92130-3582 Mitchell Lowenthal
New York, NY 10007 Victor L. Hou
KESSLER TOPAZ Roger Cooper
MELTZER & CHECK, LLP One Liberty Plaza
David Kessler New York, NY 10006
John Kehoe
280 King of Prussia Road For the Second Group of Settling Underwriter
Radnor, PA 19087 Defendants:

HOWARD RICE NEMEROVSKI
CANADY FALK & RABKIN PC
Kenneth G. Hausman

Three Embarcadero Center
Seventh Floor

San Francisco, CA 94111-4024
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Unless the Court orders otherwise, any Underwriter Class Member who does not object in the manner described above
will be deemed to have waived any objection and shall be forever foreclosed from making any objection to the proposed
Underwriter Settlement, the proposed Plan of Allocation, or Lead Counsel’s request for an award of attorneys’ fees and
reimbursement of Litigation Expenses. Underwriter Class Members do not need to appear at the fairness hearing (see
Questions 22-24 below) or take any other action to indicate their approval.

21. What's the difference between objecting and excluding?

Objecting is simply telling the Court that you do not like something about the Underwriter Settlement, the Plan of
Allocation, and/or the application for attorneys’ fees and Litigation Expenses. You can object only if you stay in the
Underwriter Class. Excluding yourself is telling the Court that you do not want to be part of the Underwriter Settlement. If
you exclude yourself, you have no basis to object because the case no longer affects you.

THE COURT'’S FAIRNESS HEARING
The Court will hold a hearing to consider whether to approve the Underwriter Settlement, the Plan of Allocation and the

application for attorneys’ fees and Litigation Expenses. You may attend and you may ask to speak, but you do not have
to.

22. When and where will the Court decide whether to approve the Underwriter Settlement?

The Court will hold a fairness hearing at 4:00 p.m., on April 12, 2012, before the Honorable Lewis A. Kaplan at the United
States District Court for the Southern District of New York, Daniel Patrick Moynihan United States Courthouse, 500 Pearl
St, New York, NY 10007, Courtroom 12D. At this hearing, the Court will consider whether the Underwriter Settlement
and the Plan of Allocation are fair, reasonable, and adequate. If there are objections, the Court will consider them. Judge
Kaplan will listen to people who have asked to speak at the hearing. Judge Kaplan may also consider Lead Counsel's
application for attorneys’ fees and Litigation Expenses at this time. The fairness hearing may occur on a different date
without additional notice, so it is a good idea to check www.LehmanSecuritiesLitigationSettlement.com for updated
information.

23. Do | have to come to the fairness hearing?

No. Lead Counsel will answer any questions Judge Kaplan may have. But, you are welcome to attend the hearing at
your own expense. If you send an objection, you do not have to come to Court to talk about it. As long as your written
objection was received on time, the Court will consider it. You may also pay your own lawyer to attend, but it is not
required.

24. May | speak at the fairness hearing?

You may ask the Court for permission to speak at the fairness hearing. To do so, you must send a letter stating that it is
your “Notice of Intention to Appear in the In re Lehman Brothers Equity/Debt Securities Litigation, Case No. 08-MD-CV-
5523 (LAK).” Be sure to include your name, address, telephone number, your signature, and also identify your
transactions in Lehman Securities, including the date(s), price(s), type(s) and amount(s) of all purchases, acquisitions,
and sales of the eligible Lehman Securities. Your notice of intention to appear must be received no later than
March 22, 2012, and must be sent to the Clerk of the Court, Lead Counsel, and Representative Counsel for the Settling
Underwriter Defendants, at the addresses listed in Question 20 above. You cannot speak at the hearing if you exclude
yourself from the Underwriter Class.

IF YOU DO NOTHING

25. What happens if | do nothing at all?

If you do nothing, you will receive no money from this Underwriter Settlement. But, unless you exclude yourself, you will
not be able to start a lawsuit, continue with a lawsuit, or be part of any other lawsuit against the Settling Underwriter
Defendants or other released parties about the same claims being released in the Underwriter Settlement. You will be
able to act on any rights you have against the Non-Settling Defendants.
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GETTING MORE INFORMATION

26. How do | get more information?

This notice summarizes the settlement. More details are contained in the Stipulations. You can get a copy of the
Stipulations and more information about the Underwriter Settlement by visiting
www.LehmanSecuritiesLitigationSettlement.com. You may also write to the Claims Administrator at, In re Lehman
Brothers Equity/Debt Securities Litigation, c/o GCG, Claims Administrator, P.O. Box 9821, Dublin, OH 43017-5721.

INFORMATION FOR BROKERS AND OTHER NOMINEES

27. What if  bought Lehman Securities for a beneficial owner?

If you bought eligible Lehman Securities (i.e., the Lehman securities identified in Appendix A hereto purchased pursuant
or traceable to the Shelf Registration Statement and Offering Materials incorporated by reference in the Shelf Registration
Statement) as a nominee for a beneficial owner, the Court has directed that, within fourteen (14) days after you receive
the Notice, you must either:

(1) provide the names and addresses of such persons and entities to the Claims Administrator, GCG, and GCG, will
send a copy of the Notice and Claim Form to the beneficial owners; or

(2) send a copy of the Notice and Claim Form by first class mail to the beneficial owners of such Lehman Securities.
You can request copies of these documents by contacting the Claims Administrator or print and download copies
by going to www.LehmanSecuritiesLitigationSettlement.com.

If you verify and provide details about your assistance with either of these options, you may be reimbursed from the
Underwriter Settlement Fund for the actual expenses you incur to send the Notice and Claim Form, including postage
and/or the reasonable costs of determining the names and addresses of beneficial owners. Please send any requests for
reimbursement, along with appropriate supporting documentation, to: In Re: Lehman Brothers Equity/Debt Securities
Litigation — Settling Underwriter Defendants Settlement, c/o GCG, Claims Administrator, P.O. Box 9821, Dublin, OH
43017-5721, or visit www.LehmanSecuritiesLitigationSettlement.com.

DO NOT CALL OR WRITE THE COURT OR THE OFFICE OF THE CLERK OF THE COURT REGARDING THIS NOTICE.
Dated: January 18, 2012 By Order of the Clerk of the Court

United States District Court
Southern District of New York
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Appendix A
ISSUE DATE SECURITY
(CUSIP)
February 5, 2008 (the "Series J Offering™) 7.95% Non-Cumulative Perpetual Preferred Stock, Series J (the "Series J Shares™)
(52520W317)
July 19, 2007 6% Notes Due 2012
(52517P4C2)
July 19, 2007 6.50% Subordinated Notes Due 2017
(524908R36)
July 19, 2007 6.875% Subordinated Notes Due 2037
(524908R44)
September 26, 2007 6.2% Notes Due 2014
(52517P5X5)
September 26, 2007 7% Notes Due 2027
(52517P5Y3)
December 21, 2007 6.75% Subordinated Notes Due 2017
(5249087M6)
January 22, 2008 5.625% Notes Due 2013
(5252M0BZ9)
February 5, 2008 Lehman Notes, Series D
(52519FFES6)
April 24, 2008 6.875% Notes Due 2018
(5252MOFD4)
April 29, 2008 Lehman Notes, Series D
(52519FFM8)
May 9, 2008 7.50% Subordinated Notes Due 2038
(5249087N4)
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Appendix B

PLAN OF ALLOCATION FOR THE UNDERWRITER NET SETTLEMENT FUND

A. Preliminary Matters

Pursuant to the settlements with the Settling Underwriter Defendants” (the “Underwriter Settlement”), the Settling
Underwriter Defendants have caused to be paid $426,218,000 in cash (the “Underwriter Settlement Amount”). The
Underwriter Settlement Amount and the interest earned thereon is the “Underwriter Gross Settlement Fund.” The
Underwriter Gross Settlement Fund, after deduction of Court-approved attorneys’ fees and Litigation Expenses, notice
and administration expenses, and taxes and tax expenses, is the “Underwriter Net Settlement Fund.” The Underwriter
Net Settlement Fund will be distributed to Underwriter Class Members who are entitled to share in the distribution, who
submit timely and valid Proofs of Claim (“Authorized Claimants”), and whose payment from the Underwriter Net
Settlement Fund would equal or exceed fifty dollars ($50.00).

The objective of the proposed plan of allocation set forth below (the “Underwriter Plan of Allocation” or “Underwriter
Plan”) is to equitably distribute the Underwriter Net Settlement Fund to those Authorized Claimants who suffered losses
as a result of the misstatements alleged in the Action. The calculations made pursuant to the Underwriter Plan of
Allocation, which has been developed in consultation with Lead Plaintiffs’ damages consulting expert, are not intended to
be estimates of, nor indicative of, the amounts that Underwriter Class Members might have been able to recover after a
trial. Nor are the calculations made pursuant to the Underwriter Plan of Allocation intended to be estimates of the
amounts that will be paid to Underwriter Class Members pursuant to the Underwriter Settlement. The calculations made
pursuant to the Underwriter Plan of Allocation are only a method to weigh the claims of Underwriter Class Members
against one another for the purpose of making pro rata allocations of the Underwriter Net Settlement Fund.

The Underwriter Plan of Allocation is the plan that is being proposed to the Court for approval by Lead Plaintiffs and
Lead Counsel after consultation with their damages consulting expert. The Settling Underwriter Defendants had no
involvement in the proposed plan of allocation. The Court may approve the Underwriter Plan as proposed or may modify
the Underwriter Plan without further notice to the Underwriter Class.

Any Orders regarding any modification of the Underwriter Plan of Allocation will be posted on the settlement website,
www.LehmanSecuritiesLitigationSettlement.com. Approval of the Underwriter Settlement is independent from approval of
the Underwriter Plan of Allocation. Any determination with respect to the Underwriter Plan of Allocation will not affect the
Underwriter Settlement, if approved.

Each person or entity claiming to be an Authorized Claimant will be required to submit a Proof of Claim Form (“Claim
Form”), signed under penalty of perjury and supported by such documents as specified in the Claim Form, postmarked on
or before May 17, 2012 to the address set forth in the accompanying Claim Form. To the extent that you have already
submitted a Claim Form in connection with the settlement reached with the director and officer defendants (the “D&O
Settlement”), it is unnecessary to submit another Claim Form for purposes of participating in this Underwriter Settlement.

If you are entitled to a payment from the Underwriter Net Settlement Fund, your share of the Underwriter Net
Settlement Fund will depend on, among other things, (i) the total amount of Recognized Claims resulting from valid Claim
Forms submitted, (ii) the type and amount of eligible Lehman securities you purchased, acquired and/or sold, and (iii) the
dates on which you purchased, acquired and/or sold or held such eligible securities. By following the Underwriter Plan of
Allocation below, you can calculate your “Overall Recognized Claim.” The Claims Administrator will distribute the
Underwriter Net Settlement Fund according to the Underwriter Plan of Allocation after the deadline for submission of
Claim Forms has passed and upon a motion to the Court. At this time, it is not possible to make any determination
as to how much an Underwriter Class Member may receive from the Underwriter Settlement.

'The Settling Underwriter Defendants are: A.G. Edwards & Sons, Inc.; ABN AMRO Inc.; ANZ Securities, Inc.; Banc of America Securities LLC; BBVA
Securities Inc.; BNP Paribas; BNY Mellon Capital Markets, LLC; Cabrera Capital Markets LLC; Caja de Ahorros y Monte de Piedad de Madrid; Calyon
Securities (USA) Inc. (n/k/a Crédit Agricole Corporate and Investment Bank); CIBC World Markets Corp.; Citigroup Global Markets Inc.; Charles Schwab
& Co., Inc.; Commerzbank Capital Markets Corp.; Daiwa Capital Markets Europe Limited (f/k/a Daiwa Securities SMBC Europe Limited); DnB NOR
Markets Inc. (the trade name of which is DnB NOR Markets); DZ Financial Markets LLC; Edward D. Jones & Co., L.P.; Fidelity Capital Markets Services
(a division of National Financial Services LLC); Fortis Securities LLC; BMO Capital Markets Corp. (f/k/a Harris Nesbitt Corp.); HSBC Securities (USA)
Inc.; HVB Capital Markets, Inc.; Incapital LLC; ING Financial Markets LLC; Loop Capital Markets, LLC; Mellon Financial Markets, LLC (n/k/a BNY Mellon
Capital Markets, LLC); Merrill Lynch, Pierce, Fenner & Smith Inc.; Mizuho Securities USA Inc.; Morgan Stanley & Co. Inc.; MRB Securities Corp., as
general partner of M.R. Beal & Company (M.R. Beal & Company, together with its owners and partners); Muriel Siebert & Co., Inc. and Seibert Capital
Markets; nabCapital Securities, LLC (n/k/a nabSecurities, LLC); National Australia Bank Ltd.; Natixis Bleichroeder Inc. (n/k/a Natixis Securities Americas
LLC); Raymond James & Associates, Inc.; RBC Capital Markets, LLC (f/lk/a RBC Dain Rauscher Inc.); RBS Greenwich Capital (n/k/a RBS Securities
Inc.); Santander Investment Securities Inc.; Scotia Capital (USA) Inc.; SG Americas Securities LLC; Sovereign Securities Corporation, LLC; SunTrust
Robinson Humphrey, Inc.; TD Securities (USA) LLC; UBS Securities LLC; Utendahl Capital Partners, L.P.; Wachovia Capital Finance; Wachovia
Securities, LLC n/k/a Wells Fargo Securities, LLC; Wells Fargo Securities, LLC and Williams Capital Group L.P.
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Unless the Court otherwise orders, any Underwriter Class Member who fails to submit a Claim Form by the

deadline, and who does not request exclusion from the Underwriter Class in accordance with the requirements set forth in
Question 17 of the Notice of Pendency of Class Action and Proposed Settlement with the Settling Underwriter
Defendants, Settlement Fairness Hearing and Motion for Attorneys’ Fees and Reimbursement of Litigation Expenses (the
“Underwriter Notice”), shall be forever barred from receiving payments pursuant to the Underwriter Settlement but will in
all other respects remain an Underwriter Class Member and will be subject to the provisions of the Underwriter
Settlement, as embodied in the Stipulation of Settlement and Release dated December 2, 2011 entered into between and
among Lead Plaintiffs and the first group of Settling Underwriter Defendants and the Stipulation of Settlement and
Release dated December 9, 2011 entered into between and among Lead Plaintiffs and the second group of Settling
Underwriter Defendants (together, the “Underwriter Stipulations”), including the terms of any judgments entered and
releases given in connection therewith.

B. Definitions

This Underwriter Plan of Allocation is based on the following definitions (listed alphabetically), among others:

1.

“Authorized Claimant” is an Underwriter Class Member who submits a timely and valid Proof of Claim Form to the
Claims Administrator, in accordance with the requirements established by the District Court, and who is approved
for payment from the Underwriter Net Settlement Fund.

“Distribution Amount” is the actual amount to be distributed to an Authorized Claimant from the Underwriter Net
Settlement Fund.

“Overall Recognized Claim” is the total of an Authorized Claimant’s Net Recognized Losses (defined below) for all
of the Eligible Securities (as listed below).

“Purchase” is the acquisition of an Eligible Security by any means other than a purchase transaction conducted
for the purpose of covering a “short sale” transaction.

“Sale” is the disposition of an Eligible Security by any means other than a “short sale” transaction.

“Underwriter Settlement Class Period” means the period between July 19, 2007 and September 15, 2008, through
and inclusive.

C. Eligible Securities

The Lehman securities covered by the Underwriter Settlement and for which an Authorized Claimant may be entitled
to receive a distribution from the Underwriter Net Settlement Fund (the “Eligible Securities”) include the following:

July 19, 2007 6% Notes Due 2012 (52517P4C2)

July 19, 2007 6.50% Subordinated Notes Due 2017 (524908R36)

July 19, 2007 6.875% Subordinated Notes Due 2037 (524908R44)
September 26, 2007 6.2% Notes Due 2014 (52517P5X5)

September 26, 2007 7% Notes Due 2027 (52517P5Y3)

December 21, 2007 6.75% Subordinated Notes Due 2017 (5249087M6)
January 22, 2008 5.625% Notes Due 2013 (5252M0BZ9)

February 5, 2008 7.95% Non-cumulative Perpetual Preferred Stock, Series J (52520W317)
February 5, 2008 Lehman Notes, Series D (52519FFEG6)

April 24, 2008 6.875% Notes Due 2018 (5252MOFD4)

April 29, 2008 Lehman Notes, Series D (52519FFM8)

May 9, 2008 7.50% Subordinated Notes Due 2038 (5249087N4)

FIFO Matching: If an Underwriter Class Member has more than one purchase/acquisition or sale of Eligible
Securities, all purchases/acquisitions and sales of like securities shall be matched on a First In, First Out (“FIFO”) basis,
such that sales will be matched against purchases/acquisitions of the same security in chronological order, beginning with
the earliest purchase/acquisition made during the Underwriter Settlement Class Period.

Date of transaction: Purchases or acquisitions and sales of Eligible Securities shall be deemed to have occurred on
the “contract” or “trade” date as opposed to the “settlement” or “payment” date.
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Commissions and other trading expenses: Commissions or other trading expenses that an Authorized Claimant may
have incurred in connection with the purchase or acquisition and sale of an Eligible Security will not be included when
calculating an Authorized Claimant’'s Recognized Loss or Recognized Gain.

Treatment of the acquisition or disposition of an Eligible Security by means of a gift, inheritance or operation of law:
The receipt or grant by gift, inheritance or operation of law of an Eligible Security shall not be deemed a purchase,
acquisition or sale of an Eligible Security for the calculation of an Authorized Claimant's Recognized Loss or Recognized
Gain, nor shall such receipt or grant be deemed an assignment of any claim relating to the purchase/sale of any Eligible
Security, unless (i) the donor or decedent purchased or acquired such Eligible Security during the Underwriter Settlement
Class Period; (ii) no Claim Form was submitted on behalf of the donor, on behalf of the decedent, or by anyone else with
respect to such Eligible Security; and (iii) it is specifically so provided in the instrument of gift or assignment.

Holding value in lieu of pricing information: To determine the appropriate measure of damages under Section 11(e) of
the Securities Act of 1933, the Underwriter Plan uses October 28, 2008 as the date when the suit was brought. In cases
where information is not available to determine the October 28, 2008 closing price for certain senior unsecured notes, the
closing price is determined by averaging the closing prices of senior unsecured notes for which such pricing information is
available (as reflected on Exhibit 1). Likewise, where information is not available to determine the October 28, 2008
closing price for certain subordinated notes, the closing price is determined by averaging the closing prices of the
subordinated notes where such pricing is available (as reflected on Exhibit 1).

Calculating Net Recognized Loss or Net Recognized Gain: An Authorized Claimant’s Recognized Loss will be offset
by the Authorized Claimant’s Recognized Gain, resulting in a Net Recognized Loss or a Net Recognized Gain. In the
event the Authorized Claimant has a Net Recognized Loss for a particular Eligible Security, the Authorized Claimant will
be eligible to receive a distribution from the Underwriter Net Settlement Fund for that particular Eligible Security.

Calculating Trading Gains and Losses: If an Authorized Claimant had a trading gain from his, her or its overall
transactions in an Eligible Security, the value of his, her or its Recognized Loss in that Eligible Security will be $0. To the
extent an Authorized Claimant had a trading loss from his, her or its overall transactions in an Eligible Security, but the
trading loss was less than the Recognized Loss, then the Authorized Claimant’'s Recognized Loss shall be limited to the
amount of the actual trading loss.

Calculating an Authorized Claimant’s claim: An Authorized Claimant’'s claim will be based on the Authorized
Claimant's pro rata share of the Underwriter Net Settlement Fund allocated to each particular Eligible Security as
identified on Exhibit 2, which will be calculated by multiplying the Underwriter Net Settlement Fund allocated to the
particular Eligible Security by a fraction, the numerator of which is the Authorized Claimant's Net Recognized Loss for
transactions in the particular Eligible Security, and the denominator of which is the aggregate Net Recognized Losses of
all Authorized Claimants for all transactions in the particular Eligible Security.

D. Recognized Losses for Lehman Preferred Stock

For purchases/acquisitions of February 5, 2008 7.95% Non-cumulative Perpetual Preferred Stock Series J
(52520W317) (“Series J Preferred Stock”) during the Underwriter Settlement Class Period, the Recognized Loss or
Recognized Gain will be computed by the Claims Administrator as follows:

a) if sold before June 9, 2008, there is no Recognized Loss or Recognized Gain;

b) if sold between June 9, 2008 and October 28, 2008 (inclusive), the Recognized Loss or Recognized Gain is the
purchase/acquisition price per share (not to exceed the $25 per share issue price) minus the sale price per share;

c) if sold after October 28, 2008, the Recognized Loss or Recognized Gain is the purchase/acquisition price per
share (not to exceed the $25 per share issue price) minus the greater of (i) the sale price per share or (ii) the
closing price per share of $0.01 on October 28, 2008;

d) if still held as of the date the Claim Form is filed, the Recognized Loss or Recognized Gain is the
purchase/acquisition price per share (not to exceed the $25 per share issue price) minus $0.01 per share.

Please Note: An Authorized Claimant’s claim with respect to the Series J Preferred Stock will be based on the
Authorized Claimant’s pro rata share of the Underwriter Net Settlement Fund allocated to the Series J Preferred Stock as
identified on Exhibit 2 hereto and will be calculated by multiplying the Underwriter Net Settlement Fund allocated to the
Series J Preferred Stock by a fraction, the numerator of which is the Authorized Claimant’'s Net Recognized Loss for
transactions in Series J Preferred Stock, and the denominator of which is the aggregate Net Recognized Losses of all
Authorized Claimants for all transactions in Series J Preferred Stock.

E. Recognized Losses for Lehman Senior Unsecured and Subordinated Notes

For purchases/acquisitions of Lehman Senior Unsecured Notes and Subordinated Notes (listed on Exhibit 1) during
the Underwriter Settlement Class Period, the Recognized Loss or Recognized Gain will be computed by the Claims
Administrator as follows:
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a) if sold before June 9, 2008, there is no Recognized Loss or Recognized Gain;

b) if sold between June 9, 2008 and October 28, 2008 (inclusive), the Recognized Loss or Recognized Gain is the
purchase/acquisition price per note (not to exceed the respective issue price per note as shown on Exhibit 1)
minus the sale price per note;

c) if sold after October 28, 2008, the Recognized Loss or Recognized Gain is the purchase/acquisition price per note
(not to exceed the respective issue price per note as shown on Exhibit 1) minus the greater of (i) the sale price
per note or (ii) the closing price per note on October 28, 2008 as shown on Exhibit 1;

d) if still held as of the date the Claim Form is filed, the Recognized Loss or Recognized Gain is the
purchase/acquisition price per note (not to exceed the respective issue price per note as shown on Exhibit 1),
minus the closing price per note on October 28, 2008 as shown on Exhibit 1.

Please Note: An Authorized Claimant's claim with respect to a particular Eligible Security will be based on the
Authorized Claimant’s pro rata share of the Underwriter Net Settlement Fund allocated to that particular Eligible Security
as identified on Exhibit 2, which will be calculated by multiplying the Underwriter Net Settlement Fund allocated to the
particular Eligible Security by a fraction, the numerator of which is the Authorized Claimant's Net Recognized Loss for
transactions in the particular Eligible Security, and the denominator of which is the aggregate Net Recognized Losses of
all Authorized Claimants for all transactions in the particular Eligible Security.

F. Distribution Amount

The Claims Administrator will determine each Authorized Claimant’s share of the Underwriter Net Settlement Fund. In
general, the Underwriter Net Settlement Fund is allocated among the Eligible Securities based on the total dollar amount
underwritten by the Settling Underwriter Defendants for each Eligible Security, divided by the total dollar amount
underwritten by the Underwriter Defendants for all Eligible Securities (see Exhibit 2).

The Distribution Amount received by an Authorized Claimant will exceed his, her, or its Recognized Claim only in the
unlikely event that the amount of the Underwriter Net Settlement Fund that is allocated to a particular Eligible Security
exceeds the aggregate claims of all Authorized Claimants for that particular Eligible Security.

Payments made pursuant to this Underwriter Plan of Allocation, or such other plan of allocation as may be approved
by the Court, shall be conclusive against all Authorized Claimants. No Person shall have any claim against the Named
Plaintiffs, Plaintiffs’ Counsel, Settling Underwriter Defendants and their respective counsel or any other Released
Underwriter Parties, or the Claims Administrator or other agent designated by Lead Counsel, arising from distributions
made substantially in accordance with the Underwriter Stipulations, the Underwriter Plan of Allocation approved by the
Court, or further orders of the Court. Named Plaintiffs, the Settling Underwriter Defendants and their respective counsel,
and all other Released Underwriter Parties shall have no responsibility or liability whatsoever for the investment or
distribution of the Underwriter Gross Settlement Fund, the Underwriter Net Settlement Fund, the Underwriter Plan of
Allocation, or the determination, administration, calculation, or payment of any Claim Form or nonperformance of the
Claims Administrator, the payment or withholding of taxes owed by the Underwriter Gross Settlement Fund, or any losses
incurred in connection therewith.

Authorized Claimants who fail to complete and file a valid and timely Proof of Claim form shall be barred from
participating in distributions from the Underwriter Net Settlement Fund, unless the Court otherwise orders. Underwriter
Class Members who do not either submit a request for exclusion or submit a valid and timely Proof of Claim will
nevertheless be bound by the Underwriter Settlement and the Judgment of the Court dismissing this Action.

The Court has reserved jurisdiction to modify, amend or alter the Underwriter Plan of Allocation without further notice
to anyone, and to allow, disallow or adjust any Authorized Claimant’s claim to ensure a fair and equitable distribution of
settlement funds.

If any funds remain in the Underwriter Net Settlement Fund by reason of uncashed distributions or other reasons,
then, after the Claims Administrator has made reasonable and diligent efforts to have Authorized Claimants who are
entitled to participate in the distribution of the Underwriter Net Settlement Fund cash their distribution checks, any balance
remaining in the Underwriter Net Settlement Fund one (1) year after the initial distribution of such funds shall be re-
distributed to Authorized Claimants who have cashed their initial distributions and who would receive at least $50.00 from
such re-distribution, after payment of any unpaid costs or fees incurred in administering the Underwriter Net Settlement
Fund, including costs or fees for such re-distribution. The Claims Administrator may make further re-distributions of
balances remaining in the Underwriter Net Settlement Fund to such Authorized Claimants to the extent such re-
distributions are cost-effective. At such time as it is determined that the re-distribution of funds which remain in the
Underwriter Net Settlement Fund is not cost-effective, the remaining balance of the Underwriter Net Settlement Fund shall
be contributed to non-sectarian, not-for-profit, organizations designated by Lead Counsel and approved by the Court.

Please note that the term “Overall Recognized Claim” is used solely for calculating the amount of
participation by Authorized Claimants in the Underwriter Net Settlement Fund. It is not the actual amount an
Authorized Claimant can expect to recover.

15



Case 1:09-md-02017-LAK Document 807-2 Filed 03/08/12 Page 62 of 92

Exhibit 1
Lehman Notes and Preferred Stock
Par Amount Per Value Per Unit as of
CUsSIP Description Issue Date Unit Issue Price Per Unit October 28, 2008
52520W317 7.95% Non-Cumulative Perpetual Preferred Stock, Series J 2/5/2008 $25.00 $0.01
5252M0BZ9 5.625% Notes Due 2013 1/22/2008 $1,000.00 $995.44 $111.002
5252MOFD4 6.875% Notes Due 2018 4/24/2008 $1,000.00 $996.69 $126.302
52517P5X5 6.2% Notes Due 2014 9/26/2007 $1,000.00 $999.16 $122.502
52517P4C2 6% Notes Due 2012 7/19/2007 $1,000.00 $998.98 $120.002
52517P5Y3 7% Notes Due 2027 9/26/2007 $1,000.00 $998.08 $125.002
52519FFE6 Lehman Notes, Series D 2/5/2008 $1,000.00” $1,000.00 $120.96°
52519FFM8 Lehman Notes, Series D 4/29/2008 $l,000.004 $1,000.00 $120.96°
524908R36 6.50% Subordinated Notes Due 2017 7/19/2007 $1,000.00 $998.26 $60.00
5249087N4 7.50% Subordinated Notes Due 2038 5/9/2008 $1,000.00 $992.79 $60.00
524908R44 6.875% Subordinated Notes Due 2037 7/19/2007 $1,000.00 $992.97 $60.00
5249087M6 6.75% Subordinated Notes Due 2017 12/21/2007 $1,000.00 $999.26 $60.00

1 Issue Price and Value as of the Lawsuit Date are denominated in per share for the 2008-02-05 7.95% Non-cumulative Perpetual Preferred Stock, Series J (52520W317) and in Per $1,000 of Face Value for the Notes.

2 Actual Closing Price Per Note.

3 Because reliable pricing data was not available for this security, the average of Closing Prices for five Notes (CUSIP Nos. 52517P4C2, 52517P5X5, 52517P5Y3, 5252M0BZ9, and 5252M0FD4) on October 28, 2008 for which
reliable pricing data was available was utilized.

4 Issue date information unavailable for these securities. Par Amount assumed to be $1,000 per note.
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Exhibit 2
Allocation of Underwriter Settlement Amount
Security Total Dollar Amount Underwritinby | g, (BSOS
Defendants to Be Allocated
2008-02-05 7.95% Non-cumulative Perpetual Preferred Stock, Series J
(52520W317) $ 1,513,897,605 42.70%
2007-07-19 6% Notes Due 2012 (52517P4C2) $ 150,000,000 4.23%
2007-07-19 6.50% Subordinated Notes Due 2017 (524908R36) $ 180,000,000 5.08%
2007-07-19 6.875% Subordinated Notes Due 2037 (524908R44) $ 90,000,000 2.54%
2007-09-26 6.2% Notes Due 2014 (52517P5X5) $ 315,000,000 8.88%
2007-09-26 7% Notes Due 2027 (52517P5Y3) $ 140,000,000 3.95%
2007-12-21 6.75% Subordinated Notes Due 2017 (5249087M6) $ 225,000,000 6.35%
2008-01-22 5.625% Notes Due 2013 (5252M0BZ9) $ 520,000,000 14.67%
2008-02-05 Lehman Notes, Series D (52519FFE6) $ 43,895,000 1.24%
2008-04-24 6.875% Notes Due 2018 (5252MOFD4) $ 300,000,000 8.46%
2008-04-29 Lehman Notes, Series D (52519FFMS8) $ 7,876,000 0.22%
2008-05-09 7.50% Subordinated Notes Due 2038 (5249087N4) $ 60,000,000 1.69%

17




Case 1:09-md-02017-LAK Document 807-2 Filed 03/08/12 Page 64 of 92

Appendix C

Security

Estimated Average Recovery
Per Damaged Security

Estimated Average Cost Per
Damaged Security

2008-02-05 7.95% Non-

cumulative Perpetual Preferred $2.40 $0.43
Stock, Series J (52520W317)

2007-07-19 6% Notes Due $12.02 $2.16
2012 (52517P4C2)

2007-07-19 6.50%

Subordinated Notes Due 2017 $10.81 $1.94
(524908R36)

2007-07-19 6.875%

Subordinated Notes Due 2037 $7.21 $1.30
(524908R44)

2007-09-26 6.2% Notes Due $16.82 $3.03
2014 (52517P5X5)

2007-09-26 7% Notes Due $16.82 $3.03
2027 (52517P5Y3)

2007-12-21 6.75%

Subordinated Notes Due 2017 $18.02 $3.24
(5249087M6)

2008-01-22 5.625% Notes Due $15.62 $2.81
2013 (5252M0BZ9)

2008-02-05 Lehman Notes, $120.15 $21.61
Series D (52519FFEG6)

2008-04-24 6.875% Notes Due $14.42 $2.59
2018 (5252MOFD4)

2008-04-29 Lehman Notes, $120.15 $21.61
Series D (52519FFMB8)

2008-05-09 7.50% $3.60 $0.65

Subordinated Notes Due 2038
(5249087N4)
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Claim Form
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. Must be Postmarked In re Lehman Brothers Equity/Debt Securities Litigation LBE .
No Later Than clo GCG
May 17, 2012 PO Box 9821
Dublin, OH 43017-5721

1-800-505-6901

CLAIMANT IDENTIFICATION:

Claim Number:

Control Number:

PROOF OF CLAIM

THIS PROOF OF CLAIM MUST BE MAILED TO THE ADDRESS ABOVE AND POSTMARKED NO LATER
THAN MAY 17, 2012 TO BE ELIGIBLE TO RECEIVE A SHARE OF THE NET SETTLEMENT FUNDS IN
CONNECTION WITH THE D&O SETTLEMENT AND/OR THE UNDERWRITER SETTLEMENT.

TABLE OF CONTENTS
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SECTION A - CLAIMANT INFORMATION

LAST NAME (CLAIMANT) FIRST NAME (CLAIMANT)

Last Name (Beneficial Owner if Different From Claimant) First Name (Beneficial Owner)

Last Name (Co-Beneficial Owner) First Name (Co-Beneficial Owner)
Company/Other Entity (If Claimant Is Not an Individual) Contact Person (If Claimant is Not an Individual)

Trustee/Nominee/Other

Account Number (If Claimant Is Not an Individual) Trust/Other Date (If Applicable)

Address Line 1

Address Line 2 (If Applicable)

City State Zip Code

Foreign Province Postal Code

Foreign Country

Telephone Number (Day) Telephone Number (Night)

Beneficial Owner’s Employer Identification Number or Social Security Number

Email Address (Email address is not required, but if you provide it you authorize the Claims Administrator to use it in providing you with information relevant to this claim.)

IF YOU FAIL TO SUBMIT A COMPLETE CLAIM BY MAY 17, 2012 YOUR CLAIM IS SUBJECT TO REJECTION OR
YOUR PAYMENT MAY BE DELAYED.

NOTICE REGARDING ELECTRONIC FILES: Certain claimants with large numbers of transactions may request to, or
may be requested to, submit information regarding their transactions in electronic files. To obtain the mandatory
electronic filing requirements and file layout, you may visit the website at www.LehmanSecuritiesLitigationSettlement.com
or you may e-mail the Claims Administrator at eClaim@gardencitygroup.com. Any file not in accordance with the required
electronic filing format will be subject to rejection. No electronic files will be considered to have been properly submitted
unless the Claims Administrator issues an email after processing your file with your claim numbers and respective account
information. Do not assume that your file has been received or processed until you receive this email. If you do not receive
such an email within 10 days of your submission, you should contact the electronic filing department at
B cClaim@gardencitygroup.com to inquire about your file and confirm it was received and acceptable.
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SECTION B — GENERAL INSTRUCTIONS

A. ltis important that you completely read and understand both (i) the Notice of Pendency of Class Action and Proposed Settlement
with the Director and Officer Defendants, Settlement Fairness Hearing and Motion for Attorneys’ Fees and Reimbursement of Litigation
Expenses (the “D&O Notice”) and (ii) the Notice of Pendency of Class Action and Proposed Settlement with the Settling Underwriter
Defendants, Settlement Fairness Hearing and Motion for Attorneys’ Fees and Reimbursement of Litigation Expenses (the “UW Notice”
and together with the D&O Notice, the “Notices”) that accompany this Proof of Claim Form (“Proof of Claim” or “Claim Form”), and the
Plans of Allocation included in the Notices. These Notices and the Plans of Allocation set forth within each notice describe (i) the
proposed settlements that will resolve the class action lawsuit In re Lehman Brothers Equity/Debt Securities Litigation, No. 08-CV-5523-
LAK (S.D.N.Y.) (the “Action”) against the director and officer defendants (“D&0O Defendants”) and all but one of the underwriters named
as defendants in the Action (“Settling Underwriter Defendants”) — the “D&0O Settlement” and the “UW Settlement,” respectively (referred
together herein as the “Settlements”), (ii) how class members are affected by the Settlements, and (iii) the manner in which the Net
Settlement Funds will be distributed, if the Court approves the Settlements and their respective Plans of Allocation. The Notices also
contain the definitions of many of the defined terms (which are indicated by initial capital letters) used in this Claim Form. By signing
and submitting this Claim Form, you will be certifying that you have read both Notices, including the terms of the releases described
therein and provided for herein.

B. TO BE ELIGIBLE TO RECEIVE ADISTRIBUTION FROM ONE OR BOTH OF THE NET SETTLEMENT FUNDS CREATED BY THE
SETTLEMENTS, YOU MUST MAIL YOUR COMPLETED AND SIGNED CLAIM FORM TO THE CLAIMS ADMINISTRATOR BY
FIRST-CLASS MAIL, POSTAGE PREPAID, POSTMARKED NO LATER THAN MAY 17, 2012, ADDRESSED AS FOLLOWS:

In re Lehman Brothers Equity/Debt Securities Litigation
c/o GCG
P.O. Box 9821
Dublin, OH 43017-5721

The Claim Form you submit will be reviewed in connection with both Settlements. Please do not submit separate Claim Forms for
the D&O Settlement and the UW Settlement. Please be sure to include all of your transactions in the Lehman securities listed in the
transaction sections of this Claim Form.

C. This Proof of Claim is directed to the following two settlement classes:

(i) All persons and entities who (1) purchased or acquired Lehman securities identified in Appendix A to the D&O Notice pursuant
or traceable to the Shelf Registration Statement and who were damaged thereby, (2) purchased or acquired any Lehman Structured
Notes identified in Appendix B to the D&O Notice pursuant to or traceable to the Shelf Registration Statement and who were damaged
thereby, or (3) purchased or acquired Lehman common stock, call options, and/or sold put options between June 12, 2007 and
September 15, 2008 through and inclusive, and who were damaged thereby (the “D&O Class”). Excluded from the D&O Class are: (i)
Defendants, (ii) Lehman, (iii) the executive officers and directors of each Defendant or Lehman, (iv) any entity in which Defendants or
Lehman have or had a controlling interest, (v) members of Defendants’ immediate families, and (vi) the legal representatives heirs,
successors or assigns of any such excluded party. Also excluded are any persons or entities who timely and validly request exclusion
from the D&O Class as set forth in the D&O Notice; and

(ii) All persons and entities who purchased or otherwise acquired Lehman securities identified in Appendix A to the UW Notice
pursuant or traceable to the Shelf Registration Statement and Offering Materials incorporated by reference in the Shelf Registration
Statement and were damaged thereby (the “Underwriter Class”). The Underwriter Class includes registered mutual funds, managed
accounts, or entities with nonproprietary assets managed by any of the Released Underwriter Parties including, but not limited to, the
entities listed on Exhibit C attached to the Stipulation of Settlement and Release dated December 2, 2011 entered into between Lead
Plantiffs and the First Group of Settling Underwriter Defendants (as largely adopted by the Stipulation of Settlement and Release dated
December 9, 2011 entered into between Lead Plantiffs and the Second Group of Settling Underwriter Defendants (together, the “UW
Stipulations”)), who purchased or otherwise acquired Lehman Securities (each, a “Managed Entity”). Excluded from the Underwriter
Class are (i) Defendants, (ii) the officers and directors of each Defendant, (iii) any entity (other than a Managed Entity) in which a
Defendant owns, or during the period July 19, 2007 to September 15, 2008 owned, a majority interest, (iv) members of Defendants’
immediate families and the legal representatives, heirs, successors or assigns of any such excluded party, and (v) Lehman. Also
excluded are any persons or entities who timely and validly request exclusion from the Underwriter Class as set forth in the UW Notice.

D. IF YOUARE NOT AMEMBER OF EITHER OF THE SETTLEMENT CLASSES DESCRIBED ABOVE, OR IF YOU, OR SOMEONE
ACTING ON YOUR BEHALF, FILED AREQUEST FOR EXCLUSION FROM EACH OF THE SETTLEMENT CLASSES OF WHICH YOU
ARE A MEMBER, DO NOT SUBMIT A CLAIM FORM. YOU MAY NOT, DIRECTLY OR INDIRECTLY, PARTICIPATE IN THE
SETTLEMENT(S) IF YOU ARE NOT A MEMBER OF THE RELEVANT SETTLEMENT CLASS (AS DESCRIBED ABOVE). THUS, IF
YOU REQUEST EXCLUSION AND ARE EXCLUDED FROM ONE OR BOTH OF THE SETTLEMENT CLASSES, ANY CLAIM FORM
THAT YOU SUBMIT, OR THAT MAY BE SUBMITTED ON YOUR BEHALF, WILL NOT BE ACCEPTED WITH RESPECT TO THE
SETTLEMENT OR SETTLEMENTS FROM WHICH YOU WERE EXCLUDED.

E. All D&O Class Members will be bound by the terms of the Judgment entered in the Action in connection with the D&O Settlement
WHETHER OR NOT A CLAIM FORM IS SUBMITTED, unless a valid request for exclusion from the D&O Class is received by
March 22, 2012. The Judgment in connection with the D&O Settlement will release and enjoin the filing or continued
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SECTION B — GENERAL INSTRUCTIONS (CONTINUED)

prosecution of the Settled Claims (defined in paragraph 1(jj) of the Stipulation of Settlement and Release dated October 14, 2011 for the
D&O Settlement (the “D&O Stipulation”) against the D&O Defendants (as set forth in the D&O Notice) and certain parties related to the
D&O Defendants (i.e., the “Released Parties” as set forth in paragraph 1(hh) of the D&O Stipulation).

F.  All Underwriter Class Members will be bound by the terms of the Judgment entered in the Action in connection with the UW
Settlement WHETHER OR NOT A CLAIM FORM IS SUBMITTED, unless a valid request for exclusion from the Underwriter Class is
received by March 22, 2012. The Judgment in connection with the UW Settlement will release and enjoin the filing or
continued prosecution of the Settled Claims (defined in paragraph 1(ii) of the Stipulation of Settlement and Release dated December 2,
2011 and paragraph 1(ii) of Exhibit A to the Stipulation of Settlement and Release dated December 9, 2011 (the two stipulations shall be
jointly referred to as the “UW Stipulations”)) against the Settling Underwriter Defendants (as set forth in the UW Notice) and certain
parties related to the Settling Underwriter Defendants (i.e., the “Released Underwriter Parties” as set forth in the UW Stipulations).

G. Submission of this Claim Form does not guarantee that you will share in the proceeds of the Settlements. Distribution of the Net
Settlement Funds will be governed by the Plans of Allocation for the respective Settlements (as set forth the D&O Notice and UW Notice,
respectively), if they are approved by the Court, or by such other plan(s) of allocation as the Court approves.

H. Use Sections C through G of this Claim Form to supply all required details of your transaction(s) in the Lehman securities covered
by the Settlements (the “Lehman Securities”). On the schedules provided, please provide all of the information requested below with
respect to all of your holdings, purchases, other acquisitions and sales of the Lehman Securities, whether such transactions resulted in
a profit or a loss. Failure to report all transactions during the requested periods may result in the rejection of your claim.

I.  You are required to submit genuine and sufficient documentation for all your transaction(s) in and holdings of the Lehman Securities
set forth in the Schedules of Transactions in Sections C through G of this Claim Form. Documentation may consist of copies of
brokerage confirmations or monthly statements. The Settling Parties and the Claims Administrator do not independently have
information about your investments in Lehman Securities. IF SUCH DOCUMENTS ARE NOT IN YOUR POSSESSION, PLEASE
OBTAIN COPIES OR EQUIVALENT CONTEMPORANEOUS DOCUMENTS FROM YOUR BROKER. FAILURE TO SUPPLY THIS
DOCUMENTATION COULD DELAY VERIFICATION OF YOUR CLAIM OR COULD RESULT IN REJECTION OF YOUR CLAIM. DO
NOT SEND ORIGINAL DOCUMENTS. Please keep a copy of all documents that you send to the Claims Administrator.

J.  Separate Claim Forms should be submitted for each separate legal entity (e.g., a claim from joint owners should not include
separate transactions of just one of the joint owners, and an individual should not combine his or her IRA transactions with transactions
made solely in the individual's name). Conversely, a single Claim Form should be submitted on behalf of one legal entity including all
transactions made by that entity on one Claim Form, no matter how many separate accounts that entity has (e.g., a corporation with
multiple brokerage accounts should include all transactions made in all accounts on one Claim Form).

K. All joint beneficial owners must each sign this Claim Form. If you purchased or acquired Lehman Securities in your name, you are
the beneficial owner as well as the record owner. If, however, you purchased or acquired Lehman Securities and the securities were
registered in the name of a third party, such as a nominee or brokerage firm, you are the beneficial owner of these securities, but the
third party is the record owner.

L. Agents, executors, administrators, guardians, and trustees must complete and sign the Claim Form on behalf of persons
represented by them, and they must:
(a) expressly state the capacity in which they are acting;
(b) identify the name, account number, Social Security Number (or taxpayer identification number), address and telephone
number of the beneficial owner of (or other person or entity on whose behalf they are acting with respect to) the Lehman Securities;
and
(c) furnish herewith evidence of their authority to bind the person or entity on whose behalf they are acting. (Authority to complete
and sign a Claim Form cannot be established by stockbrokers demonstrating only that they have discretionary authority to trade
stock in another person’s accounts.)

M. By submitting a signed Claim Form, you will be swearing that you:
(a) own(ed) the Lehman Securities you have listed in the Claim Form; or
(b) are expressly authorized to act on behalf of the owner thereof.

N. By submitting a signed Claim Form, you will be swearing to the truth of the statements contained therein and the genuineness of
the documents attached thereto, subject to penalties of perjury under the laws of the United States of America. The making of false
statements, or the submission of forged or fraudulent documentation, will result in the rejection of your claim and may subject you to civil
liability or criminal prosecution.

O. If you have questions concerning the Claim Form, or need additional copies of the Claim Form or the Notices, you may contact the
Claims Administrator, GCG, at the above address or by toll-free phone at 1-800-505-6901, or you may download the documents from

www.LehmanSecuritiesLitigationSettlement.com.
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SECTION C - SCHEDULE OF TRANSACTIONS IN COMMON STOCK

Failure to provide proof of all beginning holdings, purchases or acquisitions, sales, and ending holdings information for Lehman common
stock as requested below will impede proper processing of your claim and may result in the rejection of your claim. Please include
proper documentation with your Claim Form.

1. BEGINNING HOLDINGS: State the number of shares of common stock you
held as of the opening of trading on June 12, 2007. If none, write “zero” or “0”. shares
(Must be documented.)

2. PURCHASES/ACQUISITIONS: Separately list each and every purchase IF NONE, CHECK HERE
and/or acquisition, including free receipts, of common stock during
the period June 12, 2007 through and including the close of trading on
the date you submit your Claim Form (must be documented).

Please Check the Box if
this Transaction was the
Date(s) of Purchase or Acquisition Number of Shares Purchase Price Per Share Aggregate Cost Result of the
(List Chronologically) Purchased/Acquired (excluding commissions, Exercise/Assignment
(Month/Day/Year) taxes, and fees) of an Option
/ /
/ /
/ /
/ /
3. SALES: Separately list each and every sale, including free deliveries, of IF NONE, CHECK HERE

common stock during the period June 12, 2007 through and including the close
of trading on the date you submit your Claim Form (must be documented).

Please Check the Box if
this Transaction was the
Date(s) of Sale Number of Shares Sold Sale Price Per Share Amount Received Result of the
(List Chronologically) (excluding commissions, Exercise/Assignment
(Month/Day/Year) taxes, and fees) of an Option
/ /
/ /
/ /
/ /
4. ENDING HOLDINGS: State the number of shares of common stock you
held as of the close of trading on the date you submit your Claim Form shares

If none, write “zero” or “0”. (Must be documented.)

Please note: Information requested with respect to your purchases/acquisitions of Lehman Securities from September 16, 2008 through and
including the date you submitted your Claim Form is needed in order to balance your claim; purchases/acquisitions during this period,
however, are not eligible under the Settlements and will not be used for purposes of calculating your Recognized Claim(s) pursuant to the Plans
of Allocation for the respective Settlements.

IF YOU NEED ADDITIONAL SPACE TO LIST YOUR TRANSACTIONS YOU MUST
PHOTOCOPY THIS PAGE AND CHECK THIS BOX
IF YOU DO NOT CHECK THIS BOX THESE ADDITIONAL PAGES WILL NOT BE REVIEWED
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SECTION D - SCHEDULE OF TRANSACTIONS IN PREFERRED STOCK

Failure to provide proof of all beginning holdings, purchases or acquisitions, sales, and ending holdings information for Lehman preferred

stock as requested below will impede proper processing of your claim and may result in the rejection of your claim. Please include

proper documentation with your Claim Form.

Code |Preferred Security Description Initial Offering Date CUSIP Number

7.95% Non-Cumulative Perpetual Preferred Stock, Series J February 5, 2008

P (the "Series J Shares") (the "Series J Offering") 52520W317
7.25% Non-Cumulative Perpetual Convertible Preferred Stock, April 4, 2008

P2 Series P (the "Series P Shares") (the "Series P Offering") 52523J453
8.75% Non-Cumulative Mandatory Convertible Preferred Stock, June 12, 2008

P3 Series Q (the "Series Q Shares") (the "Series Q Offering") 52520W218

1. PURCHASES/ACQUISITIONS: Separately list each and every purchase

and/or acquisition, including free receipts, of preferred stock during the period IF NONE, CHECK HERE

from the opening of trading on the relevant initial offering dates listed above
through and including the close of trading on the date you submit your
Claim Form (must be documented).

Insert Code Date(s) of Purchase or Acquisition Number of Shares Purchase Price Per Share Aggregate Cost
Indicated (List Chronologically) Purchased/Acquired (excluding commissions,

Above (Month/Day/Year) taxes, and fees)

/ /

/ /

/ /

/ /

/ /

/ /

/ /

/ /

/ /

/ /

/ /

Please note: Information requested with respect to your purchases/acquisitions of Lehman Securities from September 16, 2008 through and
including the date you submitted your Claim Form is needed in order to balance your claim; purchases/acquisitions during this period,
however, are not eligible under the Settlements and will not be used for purposes of calculating your Recognized Claim(s) pursuant to the Plans
of Allocation for the respective Settlements.

IF YOU NEED ADDITIONAL SPACE TO LIST YOUR TRANSACTIONS YOU MUST
PHOTOCOPY THIS PAGE AND CHECK THIS BOX
IF YOU DO NOT CHECK THIS BOX THESE ADDITIONAL PAGES WILL NOT BE REVIEWED
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SECTION D - SCHEDULE OF TRANSACTIONS IN PREFERRED STOCK (CONTINUED)
Failure to provide proof of all beginning holdings, purchases or acquisitions, sales, and ending holdings information for Lehman preferred
stock as requested below will impede proper processing of your claim and may result in the rejection of your claim. Please include
proper documentation with your Claim Form.
2. SALES: Separately list each and every sale, including free deliveries, of IF NONE, CHECK HERE
preferred stock during the period from the opening of trading on the relevant
initial offering dates listed above through and including the close of trading
on the date you submit your Claim Form (must be documented).
Insert Code Date(s) of Sale Number of Shares Sale Price Per Share Amount Received
Indicated (List Chronologically) Sold (excluding commissions,
Above (Month/Day/Year) taxes, and fees)
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
/ /
3. ENDING HOLDINGS: State the number of shares of preferred stock you held as of the close of trading on
the date you submit your Claim Form If none, write “zero” or “0”. (Must be documented.)
Insert Code Number of Shares Held
Indicated
Above

IF YOU NEED ADDITIONAL SPACE TO LIST YOUR TRANSACTIONS YOU MUST
PHOTOCOPY THIS PAGE AND CHECK THIS BOX
| IF YOU DO NOT CHECK THIS BOX THESE ADDITIONAL PAGES WILL NOT BE REVIEWED
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secrion e soueoute or Transacrions  seon unsecuseonores.ano | [NV KIEAN NN
SUBORDINATED NOTES

1. PURCHASES/ACQUISITIONS: Below please list (in chronological order) all purchases and/or acquisitions of Senior Unsecured Notes and
Subordinated Notes listed on pages 14-16 through the date you submit your Claim Form, inclusive (must be documented):

Insert

Code Date(s) of Purchase or Acquisition Principal Amount Price per Aggregate Cost
Indicated (List Chronologically) Unit Purchased (excluding commissions,

o:\_a_uﬂmwmm (Month/Day/Year) taxes, and fees)

Please note: Information requested with respect to your purchases/acquisitions of Lehman Securities from September 16, 2008 through and including the date you
submitted your Claim Form is needed in order to balance your claim; purchases/acquisitions during this period, however, are not eligible under the Settlements and will not be used for purposes of
calculating your Recognized Claim(s) pursuant to the Plans of Allocation for the respective Settlements.

IF YOU NEED ADDITIONAL SPACE TO LIST YOUR TRANSACTIONS YOU MUST PHOTOCOPY THIS PAGE AND CHECK
THIS BOX IF YOU DO NOT CHECK THIS BOX THESE ADDITIONAL PAGES WILL NOT BE REVIEWED
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SUBORDINATED NOTES (CONTINUED

2, SALES: Below please list (in chronological order) all sales of Senior Unsecured Notes and Subordinated Notes listed on pages 14-16 through the
date you submit your Claim Form, inclusive (must be documented):
N
o
©
<t Insert
N~ O.oao Date(s) of Sale Principal Amount Sale Price per Amount Received
(0] Indicated (List Chronologically) Unit Sold (excluding commissions,
(=] on Pages (Month/Day/Year) taxes, and fees)
©
o 14-16
o
P /
o
™
o /
°
Q
T /
o
e /
o
(e9]
= /
()
S
3 /
o
Qo
<
— 3. ENDING HOLDINGS: State the principal amount of Senior Unsecured Notes and Subordinated Notes you held as of the close of trading on the date
_W_ you submit your Claim Form If none, write “zero” or “0”. (Must be documented.)
o
N
Y
S Insert Code Principal Amount Insert Code Principal Amount
= Indicated on Indicated on
n_v Pages 14-16 Pages 14-16
e
-
@
0
©
O

THIS BOX

IF YOU NEED ADDITIONAL SPACE TO LIST YOUR TRANSACTIONS YOU MUST PHOTOCOPY THIS PAGE AND CHECK
IF YOU DO NOT CHECK THIS BOX THESE ADDITIONAL PAGES WILL NOT BE REVIEWED
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SECTION F - SCHEDULE OF TRANSACTIONS IN CALL OPTIONS RN A D DR

1. BEGINNING HOLDINGS: At the opening of trading on June 12, 2007 | owned the following call option contracts (must be documented):
w Number of Expiration Month and Purchase Price Per Amount Paid Insert an “E” Exercise Date
D Contracts Year & Strike Price Contract (excluding commissions, if Exercised (Month/Day/Year)
D of Options taxes, and fees) or an “X” if
w (i.e. 04/08 $40) Expired
°”
]
i / . . . / /
"
) / . . . / /
D

NQ/12 Dann 76 nf Q

2. PURCHASES: | made the following purchases of call option contracts between June 12, 2007 and September 15, 2008, inclusive (must be
documented):

Date of Purchase Number of Expiration Month and Purchase Price Per Amount Paid Insert an “E” Exercise Date
(List Chronologically) Contracts Year & Strike Price Contract (excluding commissions, if Exercised (Month/Day/Year)
(Month/Day/Year) of Options taxes, and fees) or an “X” if
(i.e. 04/08 $40) Expired

3. SALES: | made the following sales of the above call option contracts which call option contracts were purchased between June 12, 2007 and
September 15, 2008, inclusive (include all such sales no matter when they occurred) (must be documented):

17-LAK—Becument80+2—Filed 03

9-md-02

1.

{ .
D Date of Sale Number of Expiration Month and Sale Price Amount Received
(List Chronologically) Contracts Year & Strike Price Per Contract (excluding commissions,
(Month/Day/Year) of Options taxes, and fees)
{ (i.e. 04/08 $40)
/ / / . . .
/ / / . . .

IF YOU NEED ADDITIONAL SPACE TO LIST YOUR TRANSACTIONS YOU MUST PHOTOCOPY THIS PAGE AND CHECK
THIS BOX IF YOU DO NOT CHECK THIS BOX THESE ADDITIONAL PAGES WILL NOT BE REVIEWED
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1. BEGINNING HOLDINGS: At the opening of trading on June 12, 2007, | was obligated on the following put option contracts (must be documented):
o
Number of Expiration Month and Sale Price Per Amount Received Insert an “A” Assign Date
Contracts Year & Strike Price Contract (excluding commissions, if Assigned (Month/Day/Year)
of Options taxes, and fees) or an “X” if
(i.e. 04/08 $40) Expired
U
/ . . . / /
/ . . . / /
I%2)
.w 2, SALES (WRITING) OF PUT OPTIONS: | wrote (sold) put option contracts between June 12, 2007 and September 15, 2008, inclusive, as follows
Q (must be documented):
Date of Writing (Sale) Number of Expiration Month and Sale Price Amount Received Insert an “A” Assign Date
N (List Chronologically) Contracts Year & Strike Price Per Contract (excluding commissions, if Assigned (Month/Day/Year)
_m (Month/Day/Year) of Options taxes, and fees) or an “X” if
o (i.e. 04/08 $40) Expired
+P
/ / / . . . / /
/ / / . . . / /
X
M 3. COVERING TRANSACTIONS (REPURCHASES): | made the following repurchases of the above put option contracts that | wrote (sold) on or before
N~ September 15, 2008, inclusive (include all repurchases no matter when they occurred) (must be documented):
-
Q
N
g Date of Repurchase Number of Expiration Month and Price Paid Aggregate Cost
< (List Chronologically) Contracts Year & Strike Price Per Contract (excluding commissions,
g (Month/Day/Year) of Options taxes, and fees)
o (i.e. 04/08 $40)
-
g / / / : : :
§
/ / / . . .

IF YOU NEED ADDITIONAL SPACE TO LIST YOUR TRANSACTIONS YOU MUST PHOTOCOPY THIS PAGE AND CHECK
THIS BOX IF YOU DO NOT CHECK THIS BOX THESE ADDITIONAL PAGES WILL NOT BE REVIEWED
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SECTION H — RELEASE OF CLAIMS AND SIGNATURE

YOU MUST ALSO READ THE RELEASE AND CERTIFICATION BELOW AND SIGN ON THE NEXT PAGE.

I (we) hereby acknowledge that as of the Effective Dates of the respective Settlements, pursuant to the terms set forth in the Stipulations
for the respective Settlements, | (we) shall be deemed to have, and by operation of law and of the respective Judgments shall have fully,
finally and forever compromised, settled, released, resolved, relinquished, waived, discharged and dismissed each and every Settled
Claim (as defined in the Stipulations for the respective Settlements), and shall forever be enjoined from prosecuting any or all of the
Settled Claims against any of Released Parties and/or Released Underwriter Parties (as those terms are defined in the D&O Stipulation
and UW Stipulations, respectively), as applicable, with respect to each Settlement as to which the Effective Date has occurred.

SECTION | — CERTIFICATION

By signing and submitting this Claim Form, the Claimant(s) or the person(s) who represents the Claimant(s) certifies, as follows:
1. that | (we) have read the Notices, the Plans of Allocation and the Claim Form, including the releases provided for in the Settlements;

2. that the Claimant(s) is (are) members of one or both of the Settlement Classes, as defined in the Notices, and is (are) not one of
the individuals or entities excluded from the Settlement Classes (as set forth in the Notices and above in Section B, paragraph C);

3. that the Claimant(s) has (have) not submitted a request for exclusion from the Settlement Class(es) of which he, she or it is a
member;

4. that the Claimant(s) owns(ed) the Lehman Securities identified in the Claim Form and have not assigned the claim against the
Released Parties and/or the Released Underwriter Parties, as applicable, to another, or that, in signing and submitting this Claim Form,
the Claimant(s) has (have) the authority to act on behalf of the owner(s) thereof;

5. that the Claimant(s) has (have) not submitted any other claim covering the same purchases, acquisitions, sales, or holdings of
Lehman Securities and knows of no other person having done so on his/her/its/their behalf;

6. that the Claimant(s) submits (submit) to the jurisdiction of the Court with respect to his/her/its/their claim and for purposes of enforc-
ing the releases set forth herein;

7. thatl (we) agree to furnish such additional information with respect to this Claim Form as the Claims Administrator or the Court may
require;

8. that the Claimant(s) waives (waive) the right to trial by jury, to the extent it exists, and agrees (agree) to the Court’s summary dis-
position of the determination of the validity or amount of the claim made by this Claim Form;

9. that| (we) acknowledge that the Claimant(s) will be bound by and subject to the terms of any judgment(s) that may be entered in
the Action; and

10. that the Claimant(s) is (are) NOT subject to backup withholding under the provisions of Section 3406(a)(1)(C) of the Internal
Revenue Code because: (i) the Claimant(s) is (are) exempt from backup withholding; or (ii) the Claimant(s) has (have) not been notified
by the IRS that he/shelit/they is (are) subject to backup withholding as a result of a failure to report all interest or dividends; or (iii) the
IRS has notified the Claimant(s) that he/she/it/they is (are) no longer subject to backup withholding. If the IRS has notified the Claimant(s)
that he/she/it/they is (are) subject to backup withholding, please strike out the language in the preceding sentence indicating that the
Claimant(s) is (are) not subject to backup withholding in the certification above.
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SECTION | — CERTIFICATION (CONTINUED)

UNDER THE PENALTIES OF PERJURY, | (WE) CERTIFY THAT ALL OF THE INFORMATION PROVIDED BY ME (US) ON THIS FORM
IS TRUE, CORRECT, AND COMPLETE, AND THAT THE DOCUMENTS SUBMITTED HEREWITH ARE TRUE AND CORRECT
COPIES OF WHAT THEY PURPORT TO BE.

Signature of Claimant

Print Name of Claimant Date

Signature of Joint Claimant, if any

Print Name of Joint Claimant, if any Date

If Claimant is other than an individual, or is not the person completing this form, the following also must be provided:

Signature of Person Completing Form

Print Name of Person Completing Form Date

Capacity of person signing on behalf of Claimant, if other than an
individual, e.g., executor, president, custodian, etc.

THIS CLAIM FORM MUST BE MAILED TO THE CLAIMS ADMINISTRATOR BY FIRST-CLASS MAIL, POSTAGE PREPAID,
POSTMARKED NO LATER THAN MAY 17, 2012, ADDRESSED AS FOLLOWS:

In re Lehman Brothers Equity/Debt Securities Litigation
c/lo GCG
P.O. Box 9821
Dublin, OH 43017-5721

A Claim Form received by the Claims Administrator shall be deemed to have been submitted when posted, if mailed by
May 17, 2012 and if a postmark is indicated on the envelope and it is mailed First Class, and addressed in accordance with the above
instructions. In all other cases, a Claim Form shall be deemed to have been submitted when actually received by the Claims
Administrator.

You should be aware that it will take a significant amount of time to fully process all of the Claim Forms. Please notify the Claims
Administrator of any change of address.
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LIST OF NOTES
NOTES LISTED BY ISSUE DATE
Code |Security Issue Date* Cusip
o . . 52520W564
)
01 100% Principal Protection Notes Linked to a Global Index Basket March 30, 2007 524908V/P2
. . . . . 52520W556
02 |Performance Securities with Partial Protection Linked to a Global Index Basket March 30, 2007 524908VQ0
100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to .
03 the Spread between the 30-year and the 2-year Swap Rates April 30, 2007 52517PX63
04 Performance Securities with Partial Protection Linked to April 30, 2007 52520W515
a Global Index Basket
05 [100% Principal Protection Notes Linked to a Currency Basket May 31, 2007 52520W440
06 |Medium-Term Notes, Series | June 15, 2007 52517P2S9
100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to
07 the Spread between the 30-year and the 2-year Swap Rates June 29, 2007 52517P2P5
08 |6% Notes Due 2012 July 19, 2007 52517P4C2
09 |6.50% Subordinated Notes due 2017 July 19, 2007 524908R36
10 |6.875% Subordinated Notes Due 2037 July 19, 2007 524908R44
11 100% Principal Protected Notes Linked to a Basket Consisting of a Foreign Equity July 31, 2007 524908K25
Component and a Currency Component
100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to
12 the Spread between the 30-year and the 2-year Swap Rates July 31, 2007 52517P3H2
13 Partial Principal Protection Notes Linked to a Basket of Global Indices August 1, 2007 524908492
14 |Annual Review Notes with Contingent Principal Protection Linked to an Index August 22, 2007 52517P4Y4
15 |Medium-Term Notes, Series | August 29, 2007 52517P4T5
16 100% Principal Protection Notes Linked to an International Index Basket August 31, 2007 525221.186
17 100% Principal Protection Notes Linked to a Global Index Basket August 31, 2007 525221889
18 16.2% Notes Due 2014 September 26, 2007 52517P5X5
19 |7% Notes Due 2027 September 26, 2007 52517P5Y3
20 |Performance Securities with Partial Protection Linked to a Global Index Basket September 28, 2007 525221244
100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to
21 the Spread between the 30-year and the 2-year Swap Rates September 28, 2007 52517P5K3
29 Medium-Term Notes, Series |, 100% Principal Protection Notes Linked to an Asian October 31, 2007 52520341
Currency Basket
23 |Return Optimization Securities Linked to an Index October 31, 2007 525221.319
24  |Return Optimization Securities Linked to an Index October 31, 2007 525221.335
25 100% Principal Protection Absolute Return Barrier Notes Linked to the S&P 500 Index October 31, 2007 525221293
26  |100% Principal Protection Notes Linked to an Asian Currency Basket November 30, 2007 52520W333
27 |Return Optimization Securities with Partial Protection Linked to the S&P® 500 Index November 30, 2007 525221459

* The Issue Dates presented in this chart are presented solely for the purpose of identifying the specific security and are not meant to be the
first dates on which an investor could have traded in the respective security. If your trade occurs before the Issue Date presented in this chart,
such trade will be considered for the purposes of calculating your claim.




Energy Select Sector SPDR® Fund

u Case 1:09-md-02017-LAK Document 807-2 Filed O O
LIST OF NOTES
NOTES LISTED BY ISSUE DATE (CONTINUED)

Code |Security Issue Date Cusip
28 Medium-Term Notes, Series | December 5, 2007 5252M0AU1
29 Medium-Term Notes, Series | December 7, 2007 5252M0OAW7
30 6.75% Subordinated Notes Due 2017 December 21, 2007 5249087M6
31 Medium-Term Notes, Series | December 28, 2007 5252MO0AY3
32 |Return Optimization Securities with Partial Protection Linked to the S&P 500® Index December 31, 2007 525221491
33 |5.625% Notes Due 2013 January 22, 2008 5252M0BZ9
34 Medium-Term Notes, Series | January 30, 2008 5252M0BX4

100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to
35 the Spread between the 30-year and the 2-year Swap Rates January 31, 2008 52517P4N8
36 |[100% Principal Protection Notes Linked to an Asian Currency Basket January 31, 2008 52520W325
o . . . .
37 :nodoef Principal Protection Absolute Return Barrier Notes Linked to the S&P 500® January 31, 2008 525221525
38 Lehman Notes, Series D February 5, 2008 52519FFE6
39 Autocal!able thlmlzatlon Securities with Contingent Protection Linked to the S&P February 8, 2008 525201657
500® Financials Index
40 Medium-Term Notes, Series | Principal Protected Notes Linked to MarQCuS Portfolio A February 14, 2008 5252MODKO
(USD) Index
41 Buffered Return Enhanced Notes Linked to the Financial Select Sector SPDR Fund February 20, 2008 5252MODH7
42 Medium-Term Notes, Series | February 27, 2008 5252M0CQ8
100% Principal Protection Callable Spread Daily Accrual Notes with Interest Linked to
43 the Spread between the 30-year and the 2-year Swap Rates February 29, 2008 5252M0CZ8
44 Ezt:;n Optimization Securities With Partial Protection Notes Linked to the S&P 500® February 29, 2008 525091 574
o . . . .
45 :nodoef Principal Protection Absolute Return Barrier Notes Linked to the Russell 2000® February 29, 2008 525221566
46 |100% Principal Protection Notes Linked to an Asian Currency Basket February 29, 2008 525234412
47 Medium-Term Notes, Series | March 13, 2008 5252MOEH6
48 ::\r’](ca’t:;n Optimization Securities With Partial Protection Notes Linked to the S&P 500® March 31, 2008 525221806
49 :'\r’ztet:;n Optimization Securities with Partial Protection Notes Linked to the MSCI EM March 31, 2008 525201814
50 Bearish Autocallable Optimization Securities with Contingent Protection Linked to the March 31, 2008 525221871
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LIST OF NOTES
NOTES LISTED BY ISSUE DATE (CONTINUED)
Code |Security Issue Date Cusip
o . . . .
51 :nOdOeﬁ, Principal Protection Absolute Return Barrier Notes Linked to the Russell 2000® March 31, 2008 525221798
52 |Medium-Term Notes, Series | April 21, 2008 5252MOEY9
53 |Medium-Term Notes, Series | April 21, 2008 5252MOFA0
54 :iztltérer; Optimization Securities with Partial Protection Linked to a Basket of Global April 23, 2008 52523J172
55 16.875% Notes Due 2018 April 24, 2008 5252MOFD4
56 Lehman Notes, Series D April 29, 2008 52519FFM8
57 Elljgsred Semi-Annual Review Notes Linked to the Financial Select Sector SPDR® May 7, 2008 5259MOFR3
58 |7.50% Subordinated Notes Due 2038 May 9, 2008 5249087N4
59 Ezt:;n Optimization Securities with Partial Protection Linked to the S&P 500 Financials May 15, 2008 52523J206
60 Medium-Term Notes, Series | May 19, 2008 5252MOFH5
61 R.eturn_Opt|m|zat|on Securities with Partial Protection Linked to the S&P 500® May 30, 2008 52523230
Financials Index
62 ﬁr;r::(al Review Notes with Contingent Principal Protection Linked to the S&P 500® June 13, 2008 5250MOGM3
63 |[Medium-Term Notes, Series | June 26, 2008 5252MOGN1
64 |100% Principal Protection Absolute Return Barrier Notes June 30, 2008 52523J248
65 |100% Principal Protection Absolute Return Barrier Notes June 30, 2008 52523J255
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CHECKLIST REGARDING PROOF OF CLAIM FORM

. Please sign the release and certification on the enclosed Claim Form. If this
Claim Form is being made on behalf of joint Claimants, then both must sign.

. Remember to attach only copies of acceptable supporting documentation.

. Please do not highlight any portion of the Claim Form or any supporting
documents.

. Do not send original stock certificates or documentation. These items cannot
be returned to you by the Claims Administrator.

. Keep copies of the completed Claim Form and documentation for your own
records.

. The Claims Administrator will acknowledge receipt of your Claim Form by
mail, within 60 days. Your claim is not deemed filed until you receive an
acknowledgement postcard. If you do not receive an acknowledgement
postcard within 60 days, please call the Claims Administrator toll free at
1-800-505-6901.

. If your address changes in the future, or if the Claim Form was sent to an old
or incorrect address, please send the Claims Administrator written notification
of your new address. If you change your name, please inform the Claims
Administrator.

. If you have any questions or concerns regarding your claim, please contact
the Claims Administrator at the below address or at 1-800-505-6901, or visit
www.LehmanSecuritiesLitigationSettlement.com.

THE PROOF OF CLAIM MUST BE POSTMARKED NO LATER THAN
MAY 17, 2012 AND MUST BE MAILED TO:

In re Lehman Brothers Equity/Debt Securities Litigation
clo GCG
PO Box 9821
Dublin, OH 43017-5721
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Cover Letter
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In re Lehman Brothers Equity/Debt Securities Litigation,
Case No. 08-CV-5523 (LAK)

Dear Madam/Sir:

You are being sent the two enclosed Notices because you may be entitled to share in either or both of the two
proposed settlements achieved in the class action In re Lehman Brothers Equity/Debt Securities Litigation, No. 08-
CV-5523 (LAK) (S.D.N.Y.). Both settlements are subject to Court approval.

The first settlement, if approved, is for $90,000,000 in cash and will resolve all claims against certain of Lehman
Brothers’ former officers and directors and certain related entities (the “D&O Settlement”). You may be entitled to
share in this settlement if you:

(1) purchased or acquired certain Lehman securities identified in Appendix A at pp. 9-10 of the
enclosed Notice of Pendency of Class Action and Proposed Settlement with the Director and
Officer Defendants, Settlement Fairness Hearing and Motion for Attorneys’ Fees and
Reimbursement of Litigation Expenses (the “D&O Notice”) pursuant or traceable to the Shelf
Registration Statement and were damaged thereby, or (2) purchased or acquired any Lehman
Structured Notes identified in Appendix B at pp. 11-13 of the enclosed D&O Notice pursuant or
traceable to the Shelf Registration Statement and were damaged thereby, or (3) purchased or
acquired Lehman common stock, call options, and/or sold put options between June 12, 2007 and
September 15, 2008, through and inclusive, and were damaged thereby (the “D&O Class™), as
described further in the enclosed D&O Notice.

The second settlement, if approved, is for $426,218,000 in cash and will resolve all claims against certain entities
that were underwriters of certain Lehman offerings (the “Underwriter Settlement”). You may be entitled to share in
this settlement if you:

purchased or acquired certain Lehman securities identified in Appendix A at p. 11 of the
enclosed Notice of Pendency of Class Action and Proposed Settlement with the Settling
Underwriter Defendants, Settlement Fairness Hearing and Motion for Attorneys’ Fees and
Reimbursement of Litigation Expenses (the “Underwriter Notice”) pursuant or traceable to the
Shelf Registration Statement and Offering Materials incorporated by reference in the Shelf
Registration Statement and were damaged thereby (the “Underwriter Class™), as described further
in the enclosed Underwriter Notice.

If either or both classes described above apply to you, you should read the relevant Notice(s) carefully. You should
also complete the enclosed claim form (called the Proof of Claim). This claim form applies to both settlements; if
you are eligible to share in either or both settlements, you only need to complete the form once. However, you must
complete the claim form and mail it back to us postmarked no later than May 17, 2012. Mail the claim form to:

In Re: Lehman Brothers Equity/Debt Securities Litigation
c/o GCG

Claims Administrator

P.O. Box 9821

Dublin, OH 43017-5721

Details about the settlements, including your rights with respect to them, are included in the enclosed Notices.
Additional copies of the Notices and Proof of Claim form can be downloaded from the website specifically created

for the settlements, www.LehmanSecuritiesLitigationSettlement.com.

Sincerely,

GCG
Claims Administrator
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EXHIBIT B
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In re Lehman Brothers Equity/Debt Securities Litigation,
Case No. 08-CV-5523 (LAK)

IMPORTANT: INFORMATION FOR BROKERS
AND OTHER NOMINEES

The following settlements have been achieved in the above-noted action: (i) a settlement with
the directors and officers (the “D&O Settlement”); and (ii) settlements with all but one of the
Underwriter Defendants (collectively, the “Underwriter Settlement”). The details of each
settlement are set forth in its own notice. Copies of the two notices are enclosed as well as the
Proof of Claim form that applies to both settlements and a cover letter to potential class members
(collectively the “Notice Packet™).

PLEASE NOTE: The D&O Settlement includes all the securities covered by the
Underwriter Settlement as well as additional securities. Therefore, for purposes of the
search for providing notice to beneficial owners with respect to both settlements, you need
only search once based on the securities referred to in the notice for the D&O Settlement.

Specifically, if you (i) bought any of the preferred stock or notes identified in Appendix A or
Appendix B to the D&O Notice at any time, and/or (i1) bought any Lehman common stock or
call options or sold any Lehman put options during the period from June 12, 2007 through
September 15, 2008, inclusive, as a nominee for a beneficial owner, the Court has directed that,
within fourteen (14) days after you receive this Notice Packet, you must either:

(1) forward the list of names and addresses of the beneficial owners that you identified to the
Claims Administrator, GCG, at the address indicated below and GCG will then mail the
Notice Packet to the beneficial owners; or

(2) request additional Notice Packets from GCG and then send the entire Notice Packet by
first class mail to the identified beneficial owners yourself. You can request additional
copies of the Notice Packet by contacting GCG at the address below or you can print and
download copies by going to www.LehmanSecuritiesLitigationSettlement.com. If you
elect to do the mailing yourself, you should retain your mailing list for use in
connection with future mailings that may occur in the Action.

If you verify and provide details about your assistance with either of these options, you may be
reimbursed from the settlement funds for the actual expenses you incur, including postage and/or
the reasonable costs of determining the names and addresses of beneficial owners. Please send
any requests for reimbursement, along with appropriate supporting documentation, to:

In re Lehman Brothers Equity/Debt Securities Litigation
c¢/o GCG, Claims Administrator
P.O. Box 9821
Dublin, OH 43017-5721

If you have any questions regarding these procedures, you can contact GCG at the address above
or call GCG at 800-505-6901.
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AFFIDAVIT

STATE OF TEXAS )
CITY AND COUNTY OF DALLAS)
I, Albert Fox, being duly sworn, depose and say that | am the Advertising Clerk of the Publisher
of THE WALL STREET JOURNAL, a daily national newspaper of general circulation throughout
the United States, and that the notice attached to this Affidavit has been regularly
published in THE WALL STREET JOURNAL for National distribution for
1 insertion(s) on the following date(s):
JAN-30-2012;
ADVERTISER: LEHMAN BROTHERS SECURITIES AND ERISA LITIGATION;

and that the foregoing statements are true and correct to the best of my knowledge.

A==,

Sworn to before me this
30 dayof January 2012

Notary Public

i ; Ty
W
i Sl DONNA HESTER
2% Nelary Public, State of Texas
N-‘}g My Commission Expires
0F Qclober 29, 2014
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK
In re LEHMAN BROTHERS SECURITIES AND ERISA LITIGATION | Case No.
This Document Applies To: 09-MD-2017 (LAK)

In re Lehman Brothers Equity/Debt Securi:ies'Lir:‘ganon. ECF CASE
08-CV-5523-LAK ;

SUMMARY NOTICE OF PENDENCY OF CLASS ACTION AND
PROPOSED SETTLEMENTS WITH THE DIRECTOR AND OFFICER
DEFENDANTS AND SETTLING UNDERWRITER DEFENDANTS,
SETTLEMENT FAIRNESS HEARING, AND MOTION FOR ATTORNEYS’ FEES AND

: REIMBURSEMENT OF LITIGATION EXPENSES

TO: ALL PERSONS OR ENTITIES WHO (1) PURCHASED OR ACQUIRED LEHMAN
SECURITIES IDENTIFIED IN APPENDIX A TO THE STIPULATIONS OF SETTLEMENT
AND RELEASE WITH THE FIRST AND SECOND GROUPS OF SETTLING
UNDERWRITER DEFENDANTS AND APPENDIX A TO THE STIPULATION OF
SETTLEMENT AND RELEASE WITH THE DIRECTOR AND OFFICER DEFENDANTS
(THE “D&O STIPULATION”) PURSUANT OR TRACEABLE TO THE SHELF
REGISTRATION STATEMENT AND WHO WERE DAMAGED THEREBY, (2)
PURCHASED OR ACQUIRED ANY LEHMAN STRUCTURED NOTES IDENTIFIED
IN APPENDIX B TO THE D&O STIPULATION PURSUANT OR TRACEABLE TO THE
SHELF REGISTRATION STATEMENT AND WHO WERE DAMAGED THEREBY, OR
(3) PURCHASED OR ACQUIRED LEHMAN COMMON STOCK, CALL OPTIONS,
AND/OR SOLD PUT OPTIONS BETWEEN JUNE 12, 2007 AND SEPTEMBER 15, 2008,
THROUGH AND INCLUSIVE AND WHO WERE DAMAGED THEREBY (THE
“SETTLEMENT CLASSES?).

PLEASE READ THIS NOTICE CAREFULLY, YOUR RIGHTS WILL BE AFFECTED BY A
CLASS ACTION LAWSUIT PENDING IN THIS COURT.

YOU ARE HEREBY NOTIFIED, pursuant to Rule 23 of the Federal Rules of Civil Procedure
and Orders of the United States District Court for the Southern District of New York, that the above-
captioned litigation (“Action”) has been preliminarily certified as a class action for the purposes
of settlement only and that the following settlements have been proposed: (i) a settlement with
certain Lehman officers and directors during the relevant period (the “Individual Defendants” or
“D&0 Defendants™) for $90,000,000 in cash (the “D&O Settlement”), and (ii) settlements with
certain alleged underwriters of certain Lehman offerings (the “Settling Underwriter Defendants™)
for a total amount of $426,218,000-in cash (the “UW Settlement”) (together, the “Settlements”).
The Settlements resolve only claims against the D&O Defendants and the Settling Underwriter
Defendants, and the claims against the other defendants in the Action will continue. A hearing will
be held before the Honorable Lewis A. Kaplan, at the United States District Court for the Southern
District of New York, Daniel Patrick Moynihan United States Courthouse, 500 Pearl Street, New
York, NY 10007 at 4:00 p.m. on April 12, 2012 to, among other things: determine whether the
proposed Settlements should be approved by the Court as fair, reasonable, and adequate; determine
whether the proposed Plans of Allocation for distribution of the settlement proceeds should be
approved as fair and reasonable; and consider the application of Lead Counsel for an award of
attorneys’ fees and reimbursement of expenses.

IF YOU ARE A MEMBER OF ONE OR BOTH OF THE SETTLEMENT CLASSES
DESCRIBED ABOVE, YOUR RIGHTS WILL BE AFFECTED BY THE PENDING ACTION
AND ONE OR BOTH OF THE SETTLEMENTS, AND YOU MAY BE ENTITLED TO SHARE
IN THE SETTLEMENT FUNDS. If you have not yet received copies of the full printed Notices
for the Settlements, with the enclosed Claim Form, you may obtain a copy of these documents
by contacting the Claims Administrator: In re Lehman Brothers Equity/Debr Securities Litigation,
¢/o The Garden City Group, Inc., Claims Administrator, P.O. Box 9821, Dublin, OH 43017-
5721, 1-800-505-6901.  Copies of the Notice for the D&O Settlement, the UW Settlement
and the Claim Form can also be downloaded from the website maintained by the Claims
Administrator, www.LehmanSecuritiesLitigationSett ng,gtgt.om, or from Lead Counsel’s websites
www.blbglaw.com and www.kfme.com.

If you are a member of the Settlement Classes, to be cligible to share in the distribution of the
net settlement funds, you must submit a Claim Form postmarked on or before May 17, 2012. To
exclude yourself from the Settlement Class in the D&O Settlement and/or the UW Settlement, you
must submit a written request for exclusion such that it is received no later than March 22, 2012,
in accordance with the instructions set forth in the Notices. Please Note: Submitting a request for
exclusion from the Settlement Class in only one of the Settlements does not automatically exclude
you from the Settlement Class in both Settlements. A request for exclusion that does not specify
which Settlement Class you are seeking exclusion from will be interpreted as a request for exclusion
fromboth Settlement Classes: If you are a Settlement Class Member and .do not exclude yourself
from the respective Settlement Class, you will be bound by the Judgment(s) entered in the Action,
including the releases.provided for in the Judgment(s), whether or not you submit a Claim Form. If
you submit an exclusion, you will have no right to recover money pursuant to the Settlement(s) you
requested exclusion from and will be able to pursue any. claims against the respective defendants
independeéntly. Any objections to the proposed Settlements, the proposed Plans of Allocation, or the
request for attorneys” fees and reimbursement of expenses, must be filed with the Court and delivered
to Lead Counsel for the Settlement Class and counsel for the respective defendants such that they are
received no later than March 22, 2012, in accordance with the instructions set forth in the Notices.

PLEASE DO NOT CONTACT THE COURT OR THE CLERK’S OFFICE REGARDING
THIS NOTICE. Inquiries, other than requests for the Notices or Claim Form, may be made
to Lead Counsel: -

David R. Stickney, Esq. David Kessler, Esq.

BERNSTEIN LITOWITZ BERGER KESSLER TOPAZ MELTZER
& GROSSMANN LLP & CHECK, LLP
12481 High Bluff Drive, Suite 300 * 280 King of Prussia Road
San Diego, CA 92130-3582 Radnor, PA 19087
(866) 648-2524 (610) 667-7706
WWW,

By Order of the Court

P~
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INVESTOR'S BUSINESS DAILY

Affidavit of Publication

Name of Publication: Investor's Business Daily
Address: 12655 Beatrice Sireet
City, State, Zip: Los Angeles, CA 90066
Phone #: 310.448.6700

State of: California

County of: Los Angeles

|, Stephan Johnson, for the publisher of Investor’s Business Daily, published
in the city of Los Angeles, state of California, county of Los Angeles hereby certify that
the attached notice(s) for The Garden City Group, Inc. was printed in said publication
on the following date(s): -

January 30", 2012: LEHMAN BROTHERS SECURITIES AND ERISA LITIGATION

State of California
County of __Los Angeles_:

Subscribedfand s?»om to (or affifmed) before me on this 30" _day of _January, -
2012, b‘»g;—@" Ma@ : , proved to me on the basis of

satisfactory evidence to be the person(s) who appeared before me.

WC,M T

(Seal)

Signature

RICHARD C. BRAND H
Cormmission # 1923876
Notary Public - Catifornia

- Los Angetes County a
#"py Comm, Expires Feb 25. 20155
¥
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

Inre LEHMAN:BROT HERS SECURITIES AND ERISA LITIGATION Case No.
This Document Applies, To: g R 09-MD-2017 (LAK)
In re Lehman Brothers Equity/Debt Securities Litigation, ECF CASE

08-CV-5523-LAK

SUMMARY NOTICE OF PENDENCY OF CLASS ACTION AND PROPOSED SETTLEMENTS WITH T HE DIRECTOR
AND OFFICER DEFENDANTS AND SETTLING UNDERWRITER DEFENDANTS, SETTLEMENT FAIRNESS HEARING,

AND MOTION FOR ATTORNEYS’ FEES AND REIMBURSEMENT OF LITIGATION EXPENSES

TO: ALL PERSONS OR ENTITIES WHO (1) PURCHASED OR ACQUIRED LEHMAN SECURITIES IDENTIFIED IN APPENDIX
A TO THE STIPULATIONS OF SETTLEMENT AND RELEASE WITH THE FIRST AND SECOND GROUPS OF SETTLING
UNDERWRITER DEFENDANTS AND APPENDIX A TO THE STIPULATION OF SETTLEMENT AND RELEASE WITH THE
DIRECTOR AND OFFICER DEFENDANTS (THE “D&0 STIPULATION”) PURSUANT OR TRACEABLE TO THE SHELF
REGISTRATION STATEMENT AND WHO WERE DAMAGED THEREBY, (2) PURCHASED OR ACQUIRED ANY LEHMAN
STRUCTURED NOTES IDENTIFIED IN APPENDIX B TO THE D&O STIPULATION PURSUANT OR TRACEABLE TO THE
SHELFREGISTRATION STATEMENT AND WHO WERE DAMAGEDTHERERBY, OR (3) PURCHASED OR ACQUIRED LEHMAN
COMMON STOCK, CALL OPTIONS, AND/OR SOLD PUT OPTIONS BETWEEN JUNE 12, 2007 AND SEPTEMBER 15, 2008,
THROUGH AND INCLUSIVE AND WHO WERE DAMAGED THEREBY (THE “SETTLEMENT CLASSES”).

PLEASE READ THIS NOTICE CAREFULLY, YOUR RIGHTS WILL BE AFFECTED BY A CLASS ACTION LAWSUIT PENDING
IN THIS COURT. :

YOU ARE HEREBY NOTIFIED, pursuant to Rule 23 of the Federal Rules of Civil Procedure and Orders of the United States District
Court for the Southern District of New York, that the above-captioned litigation (“Action”) has been preliminarily certified as a class action
for the purposes of settlement only and that the following settlements have been proposed: (i) a settlement with certain Lehman officers and
directors during the relevant period (the “Individual Defendants” or “D&0O Defendants”) for $90,000,000 in cash (the “D&0 Settlement”),
and (ii) settlements with certain alleged underwriters of certain Lehman offerings (the “Settling Underwriter Defendants”) for a total amount
of $426,218,000 in cash (the “UW Settlement”) (together, the “Settlements”). The Settlements resolve only claims against the D&O
Defendants and the Seftling Underwriter Defendants, and the claims against the other defendants in the Action will continue. A hearing |-
will be held before the Honorable Lewis A. Kaplan, at the United States District Court for the Southern District of New York, Daniel Patrick
Moynihan United States Courthouse, 500 Pearl Street, New York, NY 10007 at 4:00 p.m. on April 12, 2012 to, among other things: determine
whether the proposed Settlements should be approved by the Court as fair, reasonable, and adequate; determine whether the proposed Plans
of Allocation for distribution of the settlement proceeds should be approved as fair and reasonable; and consider the application of Lead
Counsel for an award of attorneys’ fees and reimbursement of expenses.

IF YOU ARE A MEMBER OF ONE OR BOTH OF THE SETTLEMENT CLASSES DESCRIBED ABOVE, YOUR RIGHTS WILL
BE AFFECTED BY THE PENDING ACTION AND ONE OR BOTH OF THE SETTLEMENTS, AND YOU MAY BE ENTITLED
TO SHARE IN THE SETTLEMENT FUNDS. If you have not yet received copies of the full printed Notices for the Settlements, with
the enclosed Claim Form, you may obtain a copy of these documents by contacting the Claims Administrator; In re Lehman Brothers
Equity/Debt Securities Litigation, ¢/o The Garden City Group, Ine.,, Claims Administrator, P.O. Box 9821, Dublin, OH 43017-5721,
1-800-505-6901. Copies of the Notice for the D&O Settlement, the UW Settlement and the Claim Form can also be downloaded from
the website maintained by the Claims Administrator, www.LehmanSecuritiesLitigationSettlement.com, or from Lead Counsel’s websites

www.blbglaw.com and www.ktmc.com. /

If you are a member of the Settlement Classes, to be eligible to share in the distribution of the net settlement funds, you must submit a
Claim Form postmarked on or before May 17, 2012. To exclude yourself from the Settlement Class in the D&O Settlement and/or the UW
Settlement, you must submit a written request for exclusion such that it is received no later than March 22, 2012, in accordance with the
instructions set forth in the Notices. Please Note: Sub mitting a request for exclusion from the Settlement Class in only one of the Settlements
does not automatically exclude you from the Settlement Class in both Settlements. A request for exclusion that does not specify which
Settlement Class you are seeking exclusion from will be interpreted as a request for exclusion from both Settlement Classes. If you are a
Settlement Class Member and do not exclude yourself from the respective Settlement Class, you will be bound by the Judgment(s) entered
in the Action, including the releases provided for in the Judgment(s), whether or not you submit a Claim Form, If you submit an exclusion,
you will have no right to recover money pursuant to the Settlement(s) you requested exclusion from and will be able to pursue any claims
against the respective defendants independently. Any objections to the proposed Settlements, the proposed Plans of Allocation, or the request
for attorneys” fees and reimbursement of expenses, must be filed with the Court and delivered to Lead Counsel for the Settlement Class and
counsel for the respective defendants such that they are received no later than March 22, 2012, in accordance with the instructions set forth
in the Notices.

PLEASE DO NOT CONTACT THE COURT OR THE CLERK’S OFFICE REGARDING THIS NOTICE, Inquiries, other than
requests for the Notices or Claim Form, may be made to Lead Counsel: :

David R. Stickney, Esq. David Kessler, Esq.

BERNSTEIN LITOWITZ BERGE : KESSLER TOPAZ MELTZER
& GROSSMANN LLP e & CHECK, LLP

12481 High Bluff Drive, Suite 300 ; 280 King of Prussia Road

San Diego, CA 92130-3582 Radnor, PA 19087

(866) 648-2524 : (610) 667-7706

www.blbglaw.com www.ktme.com

" By Order of the Court
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Cornerstone Research specializes in assisting attorneys
with the complex business issues that arise in litigation
and regulatory proceedings. Our staff and experts possess
distinctive skills and extensive experience in using economic,
financial, accounting, and marketing research to analyze the
issues of a case and develop effective testimony. We provide
objective, state-of-the-art analysis that has earned us a
reputation for excellence and effectiveness.

Cornerstone Research maintains a close relationship with
many leading faculty and industry experts across the
country and, through them, has access to even broader
networks of expertise.

Reports like this one are purposely brief, often summarizing
published works or other research by Cornerstone Research
staff and affiliated experts. The views expressed herein
are solely those of the authors, who are responsible for the
contents of this report, and do not necessarily represent the
views of Cornerstone Research,

Additional information about our research and analysis in
securities class action filings and settlements can be found at
www.cornerstone.com/securities,

www.cornerstone.com
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Securities Class Action Settlements—2010 Re

2w and Analysis

INTRODUCTION

The number of Private Securities Litigation Reform Act (Reform Act) settlements approved in 2010 was the
lowest in more than 10 years. In 2010 there were 86 court-approved securities class action settlements, involving
$3.1 billion in total settlement funds. The number of settlements approved in 2010 decreased by approximately
15 percent compared with 2009, and the dollar value of these settlements declined by more than 17 percent,
from $3.8 billion in 2009 to $3.1 billion in 2010.!

Figure 1
TOTAL SETTLEMENT DOLLARS
2001-2010
Dollars in Millions
$18,603
# WorldCom, Inc.
# Enron Corp.
w Tyco International
$10,182
$7,600
$3,626 $3,793
$3,008 $2.693 $2,708 $3,119
= . l
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
N =95 N=111 N=94 N =110 N=119 N =90 N =108 N=97 N =101 N =86

Settlement dollars adjusted for inflation; 2010 dollar equivalent figures shown,

This report highlights these findings and provides further detail on settlement summary statistics, the
methods used to estimate damages, the state of credit-crisis-related settlements, and an analysis of case
characteristics, This report draws upon and updates information provided in our previous reports. Our research
sample includes more than 1,200 securities class actions settled from 1996 through 2010. Cases in our sample
are limited to those involving allegations of fraudulent inflation in the price of a corporation’s common stock.
These settlements are identified by RiskMetric Group’s Securities Class Action Services (SCAS).? In our study,
the designated settlement year corresponds to the year in which the hearing to approve the settlement was held.
Cases involving multiple settlements are reflected in the year of the most recent partial settlement, provided

certain conditions are met.?
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Securities Class Action Setlements—2010 Review and Analysis 2

CASES SETTLED IN 2010

In contrast to the declining trend in the number and total value of settlements in 2010, the median settlement
amount for cases settled in 2010 increased to $11.3 million from $8.0 million reported in 2009. This represents
a year-over-year increase of more than 40 percent. Not only is this the largest percentage increase in the
median settlement amount in the last 10 years, it is also the first time during that same period that the median
settlement amount, even when adjusted for inflation, exceeded $10 million.

Conversely, the average settlement amount decreased slightly from $37.2 million reported in 2009 to
$36.3 million in 2010 and remains substantially below the average of $54.8 million for all post—Reform Act
settlements through 2009. If we exclude the top three post—Reform Act settlements illustrated in Figure 1
(WorldCom, Enron, and Tyco) from this analysis, the average settlement amount of $36.3 million in 2010 is still
lower than the resulting historical average of $38.8 million for cases settled from 1996 through 2009.

Figure 2
SETTLEMENT SUMMARY STATISTICS

Dollars in Millions

2010 Through 2008
Minimum $0.5 $0.41
Median .3 $7.6
Average $36.3 $54.8
Maximum $624.0 $7,822.8
Total Amount $3,118.5 $61,575.1

Settlement dollars adjusted for infiation; 2010 dolfar equivalent figures shown, Excluding the top three settiements illustrated in Figure 1,
the average and total values are $38.8 million and $43,509.9 million, respectively, for all settlements through 2009,

The decline in the 2010 average settlement is due to a decline in very large settlements. For the third
consecutive year, in 2010 no single securities class action settlement exceeded $1 billion, and the average of
the top five “mega-settlements” in 2010 (settlements in excess of $100 million) declined more than 30 percent
from the average for 2009 mega-settlements.
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Continuing a trend observed in our prior year's report, the average length of time from case filing to
settlement approval increased to 4.1 years for cases settled in 2010 compared to 3.9 years for cases settled in
2009. The greatest number of cases settled in 2010 involved firms operating in the telecommunications and
technology sectors, which had 16 and 17 cases, respectively. There were 11 settlements related to issuers in
the finance sector in 2010, down from 18 cases in 2009. Median settlement values for this sector were the
highest—3$31.3 million—compared with other identified sectors in our study, and the technology sector held
the second spot with a median settlement amount of $20 million. Overall, while a relatively low number of
cases have settled to date from among the nearly 200 class actions identified as being related to the credit crisis,’
the relatively high median settlement value for the finance sector was due in large part to such cases. See page 12
for additional discussion of credit-crisis-related actions.

Notwithstanding the increase in the median settlement amount to more than $11 million in 2010, across all
post-Reform Act settlements, more than half of the cases have settled for less than $10 million (see Figure 3).
Approximately 80 percent of post—Reform Act cases have settled for less than $25 million, and only 7 percent
of cases have settled for more than $100 million.® Thus, while large settlements tend to receive substantial
attention, they occur infrequently.

Figure 3
DISTRIBUTION OF SETTLEMENT AMOUNTS
1996-2010

Dollars in Millions

o7.1% 100.0%
A%

92.8%

87.9%
80.1%
57.2%
36.0%
13.1%
-

Under $2 Under $5 Under $10 Under $28 Under $50 Under $100 Under $250 All Settlements

Settlement dollars adjusted for inflation; 2010 dollar equivalent figures shown.
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Sesurities Class Action Setllements—2010 Review and Analysis 4

SETTLEMENTS AND “DAMAGES ESTIMATES”

For purposes of our research, we use a highly simplified approach to estimate so-called “plaintiff-style”
damages, which is based on a modified version of a calculation method historically used by plaintiffs in
securities class actions.® We make no attempt to link these simplified calculations of shareholder losses to the
allegations included in the associated court pleadings. Accordingly, we do not intend for any damages estimates
presented in this report to be indicative of actual economic damages borne by shareholders. While various
models and alternative calculations could be used to assess defendants’ potential exposure in securities class
actions, our application of a consistent method allows us to identify and examine certain trends in estimated
“plaintiff-style” damages.’

For cases settled in 2010, median estimated “plaintiff-style” damages increased more than 60 percent from
the median over the previous five years. This represents the highest median estimated “plaintiff-style” damages
reported for all post—Reform Act years.

Figure 4
MEDIAN AND AVERAGE ESTIMATED "PLAINTIFF-STYLE" DAMAGES
2001-2010

Dollars in Millions

$8,125

® Median Estimated "Plaintiff-Style" Damages
@ Average Estimated "Plaintiff-Style" Damages

2005~2009 Median
Estimated "Plaintiff-Style"
Damages (§338.1 Million)

$2,871

$2,756

$2,202

$1,999

$407 L

2002 2004 2005 2006 2007 2008 2009
Estimated "plaintiff-style” damages are adjusted for inflation based on class-end dates.
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5 Securites Class Action Seltlements-—2010 Review and Analysis

While a number of observable factors contribute to settlement outcomes, our research continues to
support that the most important factor in explaining settlement amounts is estimated “plaintiff-style” damages.
Accordingly, considering the increase in the median settlement amount for 2010, it is not surprising that median
estimated “plaintiff-style” damages also increased in 2010, as observed in Figure 4.

As we have described in prior reports, settlements generally increase as “plaintiff-style” damages increase;
however, settlements as a perventage of estimated “plaintiff-style” damages generally decrease as damages
increase (see Figure 5). This is particulasly true for very large cases.

Figure 5
MEDIAN SETTLEMENTS AS A PERCENTAGE OF
ESTIMATED “PLAINTIFF-STYLE" DAMAGES BY DAMAGE RANGE

Dollars in Millions

10.7%

#1996-2008
®2010

6.9%

3.4%
3.1%

2.5y 26%

Total Sample < §50 $50~$124 $125-$249 $250-8499 $500-5999 $1,000-34,999 2 $5,000
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Securities Class Action Setlements—2010 Review and Analysis 5

Disclosure Dollar Loss (DDL) is another simplified measure of shareholder losses. DDL is calculated as
the decline in the market capitalization of the defendant firm from the trading day immediately preceding the
end of the class period to the trading day immediately following the end of the class period.® As in the case of
estimated “plaintiff-style” damages, we do not attempt to link DDL to the allegations included in the associated
court pleadings. Thus, as this measure does not isolate movements in the defendant’s stock price that are related
to case allegations, it is not intended to represent an estimate of damages. Nor does this measure capture
additional stock price declines during the alleged class period that may affect certain purchasers’ potential
damages claims. The DDL calculation also does not apply a model of investors® share-trading behavior to
estimate the number of shares damaged.’

Following a trend observed in recent years, the median inflation-adjusted DDL associated with settled
cases increased to $158.1 million in 2010, representing more than a 10 percent increase from 2009. Consistent
with the pattern discussed earlier in this report regarding estimated “plaintiff-style™ damages, we find that
settlements as a percentage of DDL generally decline as DDL increases. Reflecting this finding, the increase in
median DDL in 2010 was accompanied by a decrease in median settlement values as a percentage of DDL
(6.8 percent in 2010 compared with 9.0 percent from 1996 through 2009).

Figure 6

MEDIAN SETTLEMENTS AS A PERCENTAGE OF DDL BY DDL RANGE
Dollars in Millions

57.9%

# 1996-2009
®2010

21.7%

6.9%

26% . 22% 1.9%

$375-$749 2 $750

525

Total Sample
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7 Securities Class Action Settlements—2010 Review and Ana!ys?s

ANALYSIS OF CASE AND SETTLEMENT CHARACTERISTICS

In additon to estimated “plaintiff-style” damages and DDL, there are a number of other important determinants
of settlement outcomes, which we have identified from among more than 60 variables that we collect and analyze
as part of our research. In this section, we provide information regarding several of these factors.

Certain variables that we study are related to accounting allegations. In 2010 allegations related to
violations of generally accepted accounting principles (GAAP) were included in approximately 70 percent of
settled cases compared with 65 percent for cases settled in 2009. These cases continued to be resolved with
statistically significant larger settlement amounts than cases not involving accounting allegations. According
to the Acconnting Class Action Filings and Settlements Report issued by Cosnerstone Research in 2010, a review of
securities class actions from 2004 through 2009 found that filings that do not include accounting allegations are
more likely to be dismissed than filings with accounting allegations. The report concludes that “[t]he fact that
accounting cases are less likely to be dismissed may be due to the greater complexity of these cases relative to
non-accounting cases.” Given that the proportion of settlements involving accounting cases has increased over
the last few years, the complexity of these cases may also have contributed to an increasing interval between the
filing date and the settlement date that we observe among settlements approved in 2009 and 2010. Consistent
with an increase in case complexity, for cases settled during 2009 and 2010, we observe a significant increase
in the number of federal docket entries, reflecting the activity level of court pleadings, notices, appearances,

and rulings.
Figure 7
MEDIAN SETTLEMENTS AS A PERCENTAGE OF
ESTIMATED “PLAINTIFF-STYLE" DAMAGES AND ACCOUNTING ALLEGATIONS
1996-2010
Auditor
Named
GAAP No Restatement 4.3% No
Allegations GAAP 3.8% No
3.4% Allegations Restatement

3.2%

3.1%

N=730 N =466 N =403 N =793 N =205 N =991

Outside auditors were named in less than 20 percent of post—Reform Act settlements through 2010.
However, as shown in Figure 7, cases in which an outside auditor was named as a defendant have settled for
relatively higher percentages of estimated “plaintiff-style” damages, even compared with the set of all cases in
which improper accounting allegations were made.



Case 1:09-md-02017-LAK Document 807-3 Filed 03/08/12 Page 11 of 23

Securities Class Action Setllements—2010 Review and Analysis 8

Institutional investors continue to increase their participation in post—Reform Act class actions as lead
plaintiffs. In 2010 institutions served as lead plaintffs in more than 67 percent of settlements—the highest
proportion to date among post—Reform Act settlements.

Figure 8
MEDIAN SETTLEMENT AMOUNTS AND PUBLIC PENSION PLANS
2001-2010
Dollars in Millions

$180.7
® Public Pension Plan as Lead Plaintiff
% No Public Pension Plan as Lead Plaintiff
$42.3
$328
$23.4
$20.0 s14.8 $17.0 $20.1

. o B S AN R N

2001 2002 2003 200 2005 2006 2007 2008 2009 2010
Settlement dollars adjusted for inflation; 2010 dollar equivalent figures shown.

We find that the presence of public pension plans as lead plaintiffs is associated with significantly higher
settlement amounts.' This observation could be explained by these relatively sophisticated investors choosing
to participate in stronger cases. In addition, public pension plans tend to be involved in larger cases in which
they, as the plaintiffs, may have the potential for a higher-magnitude claim against the defendants. However,

a statistical analysis of settlement amounts and participation of public pension plans as lead plaintiffs shows
that even when controlling for estimated “plaintiff-style” damages (case size) and other observable factors
that affect settlement amounts (such as the nature of the allegations), the presence of a public pension plan
as a lead plaintiff is still associated with a statistically significant increase in settlement size.'* A list of control
variables considered when testing the effect of public pension plans serving as lead plaintiffs can be found on
page 16.
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9 Securities Class Action Seltlements—2010 Review and Analysis

Approximately 34 percent of settlements in 2010 involved Section 11 and/or 12(2)(2) claims, whereas such
claims had been included in only 22 percent of cases settled through 2009. Recent data from Securities Class
Action Filings—2010 Year in Resiew (2010 Filings Repord), released by the Stanford Law School Securities Class
Action Clearinghouse in cooperation with Cornerstone Research, suggest that this percentage will continue to
increase, as case filings involving these claims have reached historical highs in recent years.

The percentage of settlements involving underwriters increased sharply in 2010 to 24 percent compared
with less than 15 percent for all settlements through 2009. The increase in 2010 can be traced to an increase in
case filings involving underwriters in 2007. In fact, approximately 50 percent of all 2010 settlements involving
underwriters relate to cases fil