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March 18, 2012

LBHI DIRECTOR INCENTIVE COMPENSATION PLAN (“ICP”)

Participants The 7 individuals serving as non-employee directors of LBHI as of effective date of
the LBHI Plan of Reorganization (such Plan, the “POR,” and such directors, the
“Directors”)

Nature of Plan Nonqualified deferred compensation plan of LBHI incorporating specified advances

prior to final incentive payments (net of any advanced amounts) in 2018. For tax
purposes, the Plan will be unfunded and unsecured. Amounts earned by Directors
under the Plan but not yet payable to the Directors will be contributed into a “rabbi”
trust, as described below. The Plan will be set forth in a formal document that is
consistent with this term sheet.

Incentive Each Director’s Incentive Amount is equal to the sum of (A) the aggregate amount of

Amount—In the Director’s ICP Participations for the applicable calendar years (as detailed below)

General and (B) the Claims Resolution Adjustment; subject to vesting/forfeiture, all as
described below.

Incentive Pool A Director’s ICP Participation in each applicable year is equal to 1/7™ of the

Before Claims Incentive Pool for such year. The Incentive Pool for each applicable year is equal to

Resolution the product of (A) the excess of (i) the amount determined pursuant to Table 1 below

Adjustment based on the amount of all Unsecured Recoveries realized during or prior to such year

over (ii) the amount determined pursuant to Table 1 below based only on the amount
of Unsecured Recoveries realized prior to such year multiplied by (B) the Speed-of-
Distributions Multiplier determined under Table 2 below based upon date on which
each respective realization of Unsecured Recoveries occurs.

Table 1 — ICP Benchmark Amount (Based on Cumulative Unsecured Recoveries):
e 1.32 bps for achieving the POR Value;
e 17 bps for the next $10 billion of Unsecured Recovery;
e 44 bps for the next $5 billion of Unsecured Recovery;
e 48 bps for the next $5 billion of Unsecured Recovery; and
o .50% of the amount of any additional Unsecured Recovery.
Aggregate ICP Benchmark amounts are interpolated on a straight-line basis for
Unsecured Recovery from $0 to POR Value and within each of the subsequent
three recovery bands.

Table 2 — Speed-of-Distributions Multiplier:
For purposes of determining the amount of the Incentive Pool, the Speed-of-
Distributions-Multipliers for each of calendar years 2012-2018 are
130%/120%/110%/90%/80%/70%/70%, respectively, provided that from and
after the date that the cumulative Unsecured Recovery is at least equal to the
POR Value, the Speed-of-Distributions-Multipliers for calendar years 2015-2017
will be 105%/95%/85%, respectively.

Claims The Claims Resolution Adjustment equals (i) the sum of the Director’s ICP
Resolution Participations for the applicable calendar years, multiplied by (ii) the percentage
Adjustment determined pursuant to this section. If the sum of the total final allowed third party

unsecured claims at LBHI and the other controlled debtors (such sum, the “Allowed




08-13555-jmp Doc 26996 Filed 03/19/12 Entered 03/19/12 07:50:51 Main Document
Pg 8 of 12

Claims™), is less than the Claims Benchmark, the percentage referred to in the
preceding sentence will be equal to the sum of (A) 50% of the first 3 percentage
points by which the Allowed Claims are less than the Claims Benchmark, (B) 100%
of the next 3 percentage points by which the Allowed Claims are less than the Claims
Benchmark, (C) 200% of the next 3 percentage points by which the Allowed Claims
are less than the Claims Benchmark and (D) 250% of the number of percentage
points above 9% by which the Allowed Claims are less than the Claims Benchmark.
If the Allowed Claims exceed the Claims Benchmark, the percentage referred to in
the first sentence will be the product of (A) negative two (-2) and (B) the percentage
by which the Allowed Claims exceeds the Claims Benchmark.

Vesting In General — Vesting in Incentive Amounts over 3 years, with 20%/40%/40% vesting
upon January 1, 2013, January 1, 2014 and January 1, 2015, respectively (applicable
vesting percentage applies to all ICP Participations, including those attributable to
calendar years after 2014). Vesting percentage will be interpolated based on whole
months of service.

Good Leaver/Completion — if termination occurs before January 1, 2015 due to a
director not being re-elected, death or disability, applicable vesting schedule will
instead be 40%/40%/20%. In the event a director is not re-elected prior to January
1, 2015 and, during the subsequent 12 months, LBHI determines, with the prior
approval of the Plan Trust, to convert its governance model to a liquidating trust or
other, more streamlined structure, such director will vest in all remaining unvested
amounts (for a total of 100% vesting).

Voluntary Resignation after January 1, 2015 — ICP Participations attributable to
Unsecured Recoveries subsequent to a Director’s voluntary resignation will be
reduced by 50% if such resignation occurs on January 1, 2015, 30% if such
resignation occurs on January 1, 2016 and 10% if such resignation occurs on January
1,2017. The amount of the reduction will be interpolated based on the actual date
of resignation for voluntary resignations occurring between such dates or prior to
January 1, 2018. If after January 1, 2015 LBHI determines, with the prior approval
of the Plan Trust, to convert its governance model to a liquidating trust or other, more
streamlined structure, such director’s ICP Participations attributable to subsequent
Unsecured Recoveries will be reduced by 30%.

Cause — notwithstanding the foregoing, all amounts (including previously paid
advances) forfeited if directorship is terminated for “cause” (pursuant to Delaware
law)

Treatment of Forfeited Amounts — no reallocation of forfeited amounts to other
Directors
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Form and Source | All ICP payments to Directors (including the Advances described below) made in

of Payment cash from the “rabbi” trust (unless actually paid by LBHI directly to Directors).
Time/Amount of | Advances
Payment e Payments to each Director (to extent vested) at the beginning of each of
calendar years 2015, 2016 and 2017 as follows:
2015 $750,000
2016 $125,000
2017 $125,000

Final Incentive Payments

e Payment early in calendar year 2018 equal to the Incentive Amount
(determined based on ICP Participations through 2017, but excluding the
Claims Resolution Adjustment), reduced by the aggregate amount of
Advances actually paid to the Director

e True-up payment at end of calendar year 2018 equal to the Incentive Amount,
recalculated to reflect all ICP Participations through 2018 and including the
Claims Resolution Adjustment, reduced by the sum of the first 2018 payment
and the aggregate amount of Advances actually paid to the Director

e Directors required to repay any excess of aggregate payments actually paid to
the Director over the Incentive Amount (as recalculated at the end of calendar
year 2018). Such amount to be repaid 50% on December 31, 2019 and 50%
on December 31, 2020, or on such earlier date(s) as the Director shall
determine

No payment will be made under the ICP in respect of any Unsecured Recovery after

calendar year 2018.
“Rabbi” Trust As and when Unsecured Recovery is realized through 2018, inclusive, LBHI will
Funding make contributions to a rabbi trust equal to the incremental ICP Participations

resulting from such Unsecured Recovery determined as if each Director was 100%
vested or, in the case of a Director who is no longer serving on the Board, based upon
his actual vested percentage, net of any concurrent Advances actually paid to
Directors by LBHI.  Surplus amounts (if any) in the rabbi trust shall be returned to
LBHI in early 20109.

Section 409A The ICP has been structured to comply with Section 409A of the IRS Code.

However, in the event the IRS were to determine that the ICP is non-compliant with
Section 409A, LBHI will indemnify each Director for any taxes, penalties, fees and
expenses resulting from such determination.

Transferability ICP interests may not be transferred other than to immediate family members or trusts
or other vehicles for their or the Director’s benefit (and otherwise only by will or laws
of descent/distribution).

Amendment/ The Board of Directors of LBHI (as constituted from time to time, the “Board”) may
Termination amend or terminate the ICP, provided that (1) no amendment may adversely affect
any Director without his consent, (2) the ICP may not be terminated without the
written consent of each Director, (3) no amendment may increase the amount of
benefits otherwise payable under the ICP, and (4) no amendment may amend the
Board’s authority to amend or terminate the ICP.

Governing Law | Delaware
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Exhibit A
Capitalized terms not otherwise defined in the term sheet shall have the meanings set forth below.

“Unsecured Recovery” shall mean any consideration or distribution of any kind or in any form

whatsoever (without double-counting any reallocations or intercompany distributions as provided for in
the POR) paid by LBHI or any of its subsidiaries which were debtors in the Chapter 11 cases (collectively,
the “Debtor Entities”) to, or received or retained by, any unsecured creditor of any Debtor Entity and, as
of the end of 2018 only, the value of any assets still held by the Debtor Entities.

For purposes hereof, “value” shall be determined as follows: (1) the value of any publicly-traded debt,
equity or commodity securities shall be equal to the volume weighted average sales price for the twenty
(20) trading days immediately prior to the relevant distribution date under the POR or, if earlier, for the
twenty (20) trading days immediately prior to LBHI providing notice or otherwise announcing its
intention to distribute such securities; or (1) in the case of assets (including any contingent claims held by
any of the Debtor Entities) that cannot be valued under clause (1), value shall be determined by one or
more recognized, reputable investment banking or appraisal firms that are selected by the Board and
reasonably acceptable to a majority of the Directors then living (such selected firm(s), the “Appraiser(s)).
In preparing and finalizing such valuation, the Appraiser(s) shall seek input from and consult with, and
LBHI shall provide the Appraiser(s) with reasonable access to, the executive management of LBHI, the
then-living Directors, and any employees, consultants or advisors of the Debtor Entities that the
Appraiser(s) believes may provide helpful input with respect to the valuation. The final valuations
prepared by the Appraiser(s) shall be conclusive and binding for all purposes under the ICP.

For purposes of measuring performance under the ICP against the designated Claims Resolution
Adjustment threshold, final allowed claims shall be equal to the sum of (i) the total final allowed third
party unsecured claims at LBHI and the other controlled debtors and (ii) the considered estimate of the
Claims Appraiser(s) of the likely level of further allowed third party unsecured claims (if any) at LBHI
and the other controlled debtors. The “Claims Appraiser(s)” shall be one or more recognized, reputable,
qualified professional firms that are selected by the Board and reasonably acceptable to a majority of the
Directors then living.  In preparing its final estimate, the Claims Appraiser(s) shall seek input from and
consult with, and LBHI shall provide the Claims Appraiser(s) with reasonable access to, the executive
management of LBHI, the then-living Directors, and any employees, consultants or advisors of the
Debtor Entities that the Claims Appraiser(s) believes may provide helpful input with respect to the Claims
analysis. The final estimate prepared by the Claims Appraiser(s) shall be conclusive and binding for all
purposes under the ICP.

For purposes of measuring performance under the ICP, “POR Value” shall mean $53.043 billion.

For purposes of measuring performance under the ICP, Claims Benchmark shall mean $299.8 billion.
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APPENDIX

OUTLINE OF OVERALL LBHI BOARD PLAN STRUCTURE

*Term of Service: 6 Years (subject to annual re-election by Plan Trust)

*Annual Director Fees:  $350K (director), $525K (chairman) in Years 1 to 3; annual fees for
years 4 to 6 to be reduced by board at end of Year 3; additional $50K fee per year to LBHI
directors also serving on LCPI/LBSF boards.

*Size of Incentive Pool: based on Value Distributed, Timing of Distribution, and Claims
Reduction.

*Timing of Incentive Payments: payments made in Q1/Q4 of Year 7 (including true-up for
distributions and residual asset value in Year 7).

*ICP Advances: $1.0mm total advances per director (calculated based on hypothetical pool
assuming distribution of POR value to unsecured creditors, with no timing/claims adjustments);
$750K paid after Year 3; $125K after Year 4; $125K after year 5.

*Repayment of Excess Payments (if any): determined at end of Year 7; repayable on two-year
schedule commencing after Year 7; fully pre-payable in advance with no penalty.

*Vesting: over first 3 years (20/40/40 with continuous service); good-leaver scenarios (not re-
elected, death, disability; 40/40/20); voluntary resignation after year 3 (100% vested in
participations earned to date; 50%/30%/10% reduction in future participations for voluntary
resignations at the start of years 4, 5 and 6, respectively); liquidating trust or other streamlining
in governance structure, with the prior approval of the Plan Trust (100% vesting if prior to Year
3; 30% reduction in future participations, if after Year 3); pro rata vesting for whole months
served; no reallocation of forfeited amounts to other directors.

KEY FEATURES OF POTENTIAL LBHI ICP STRUCTURE:

*Three Drivers: Value Maximization, Speed of Distributions, Claims Reduction

*POR Benchmark: $53.043bn; per POR, reflects estimated value to be distributed to unsecured
creditors by all Debtors (excludes inter-Debtor transfers, reallocations and assets corresponding
to secured claims).

*Participation Formulas Emphasize Value Creation Above POR: board participation equals
0.0132% ($7mm ICP pool) until POR value is distributed; board participation in incremental
value generated above POR is highly scaled (with straight-line interpolation) to foster alignment.

*Distribution-Timing Multiplier: 130%/120%/110%/90%/80%/70% Timing Multiplier applied
to board participations in Years 1 through 6, respectively. In many hypothetical scenarios
above POR value, this multiplier acts primarily to reduce the size of the ICP pool.
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*Adjustment in Timing Multiplier: once POR value of $53.043bn has been distributed to
unsecured creditors, the Distribution-Timing Multiplier is adjusted to 105%/95%/85% for years
4-6, respectively.

*Claims Benchmark: $299.8bn; reflects sum of POR estimates for the total final allowed third
party unsecured claims at LBHI and the other controlled debtors.

*Claims-Resolution Adjustment: ICP payments in year 7 will be reduced by two times the
percentage (if any) by which the sum of (i) the total final allowed third party unsecured claims at
LBHI and the other controlled debtors and (ii) estimated future third party unsecured claims (if any)
to be allowed, is greater than the Claims Benchmark and will be increased based on an ascending
scale if the sum of such claims is less than the Claims Benchmark.




