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28(e) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), the Asset Management business
does not have any contractual obligation or arrangement requiring it to pay for research and other services
obtained through soft dollar arrangements with brokers. Instead, the provider is obligated to pay for the services.
Consequently, the Company does not incur any liability and does not accrue any expenses in connection with any
research or other services obtained by the Asset Management business pursuant to such soft dollar arrangements.
If the use of soft dollars is limited or prohibited in the future by regulation, we may have to bear the costs of such
research and other services.

Share-Based Payment Awards—On January 1, 2006, the Company adopted SFAS No. 123 (revised 2004),
“Share-Based Payment” (“SFAS No. 123(R)”), utilizing the modified prospective method. Under that method,
the recognition and measurement provisions of SFAS No. 123(R) are applied to share-based awards granted
subsequent to adoption. Accordingly, share-based awards that do not require future service are expensed
immediately and share-based awards that require future service are amortized over the requisite service period.
The Company recognizes in “‘compensation and benefits” expense the amortized portion of the grant date fair
value of the equity awards, net of an estimated forfeiture rate.

As a result of the Company adopting certain provisions consistent with SFAS No. 123(R) upon the
introduction of the Lazard Ltd 2005 Equity Incentive Plan (the “Equity Incentive Plan”), there were no
significant effects resulting from the adoption of the provisions of SFAS No. 123(R).

Income Taxes—Lazard Ltd is subject to U.S. corporate federal income tax on its allocable share of the results
of operations of Lazard Group, and certain non-U.S. subsidiaries of the Company are subject to income taxes in
their local jurisdictions. In addition, the Company is subject to New York City Unincorporated Business Taxes
(“UBT”) attributable to Lazard Group’s operations apportioned to New York City. The Company’s provision for
income taxes is accounted for under the provisions of SFAS No. 109, “Accounting for Income Taxes”

(“SFAS No. 109”), as interpreted by the Financial Accounting Standards Board (“FASB”) Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes” (“FIN No. 48”), discussed below.

Deferred income taxes reflect the net tax effects of temporary differences between the financial reporting
and tax basis of assets and liabilities and are measured using the enacted tax rates and laws that will be in effect
when such differences are expected to reverse. Such temporary differences are reflected as deferred tax assets
and liabilities and are included in “other assets” and “other liabilities”, respectively, on the consolidated
statements of financial condition.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not
that some portion or all of the deferred tax assets will be realized and, when necessary, valuation allowances are
established. The ultimate realization of the deferred tax assets is dependent upon the generation of future taxable
income during the periods in which temporary differences become deductible. Management considers the level
of historical taxable income, scheduled reversals of deferred taxes, projected future taxable income and tax
planning strategies that can be implemented by the Company in making this assessment.

On January 1, 2007, the Company adopted FIN No. 48, which clarifies the accounting for and reporting of
income tax uncertainties and requires additional disclosures related to uncertain tax positions. The Company’s
accounting policy provides that interest and penalties related to income taxes is to be included in income tax
expense.

See Note 19 of Notes to Consolidated Financial Statements for additional information relating to income taxes.
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3. RECENT ACCOUNTING PRONOUNCEMENTS

In December, 2007, the FASB issued SFAS No. 141 (revised 2007), “Business Combinations” (“SFAS No.
141(R)”). SFAS No. 141(R) replaced SFAS No. 141, “Business Combinations” (“SFAS No. 141”), and
supersedes or amends other related authoritative literature although it retains the fundamental requirements in
SFAS No. 141 that the acquisition method of accounting (which SFAS No. 141 called the purchase method) be
used for all business combinations and for an acquirer to be identified for each business combination. SFAS
No. 141(R) also established principles and requirements for how the acquirer (a) recognizes and measures in its
financial statements the identifiable assets acquired, the liabilities assumed and any noncontrolling interest in the
acquiree; (b) recognizes and measures the goodwill acquired in the business combination or a gain from a
bargain purchase; and (c) determines what information to disclose to enable users of the financial statements to
evaluate the nature and financial effects of the business combination. SFAS No. 141(R) applies prospectively to
business combinations for which the acquisition date is on or after the beginning of the first annual reporting
period beginning on or after December 15, 2008. SFAS No. 141(R) also requires the acquirer to expense, as
incurred, costs relating to any acquisitions that close on or after the first reporting period beginning on or after
December 15, 2008.

In September, 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (“SFAS No. 1577),
which, among other things, defines fair value, establishes a framework for measuring fair value and enhances
disclosure requirements about fair value measurements. SFAS No. 157 applies to those accounting
pronouncements that require or permit the use of fair value measurements for recognition or disclosure purposes
and to those accounting pronouncements that require fair value measurements for other reasons such as the
requirement to measure reporting units at fair value for annual goodwill impairment testing. In February, 2008,
the FASB issued FASB Staff Position (“FSP”) 157-2, “Effective Date of FASB Statement No. 157"

(“FSP 157-2”), which delays the effective date of SFAS No. 157 for all nonfinancial assets and nonfinancial
liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring
basis (at least annually) until fiscal years beginning after November 15, 2008, and interim periods within those
fiscal years. These nonfinancial items would include, for example, reporting units measured at fair value for
annual goodwill impairment testing mentioned above and nonfinancial assets acquired and liabilities assumed in
a business combination. Effective January 1, 2008, the Company adopted SFAS No. 157 for those assets and
liabilities not subject to the delayed adoption provision of FSP 157-2. The partial adoption of SFAS No. 157 did
not have a material impact on the Company’s consolidated financial statements. For additional disclosures about
fair value measurements, see Note 6 of Notes to Consolidated Financial Statements. The Company does not
anticipate that the adoption of the remaining provisions of SFAS No. 157 in the first quarter of 2009 will have a
material impact on its consolidated financial statements.

On September 30, 2008, the SEC’s Office of the Chief Accountant and the FASB staff jointly issued a
release providing interpretive guidance on the application of SFAS No. 157 with respect to estimating the fair
value of financial instruments in the current market environment. The release also provides clarification of the
factors that should be considered when determining when investments accounted for under SFAS No. 115 are
other than temporarily impaired such that an impairment charge must be recognized through earnings. On
October 10, 2008, the FASB issued FSP FAS 157-3, “Determining the Fair Value of a Financial Asset When the
Market for That Asset Is Not Active,” (“FSP 157-37), which provided additional interpretative guidance on the
application of SFAS No. 157. FSP 157-3 was effective upon issuance, including for prior periods for which
financial statements have not yet been issued. The issuance of interpretative guidance on the application of SFAS
No. 157 did not have a material impact on the Company’s consolidated financial statements.

In February, 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities—Including an amendment of FASB Statement No. 115” (“SFAS No. 159”). SFAS No. 159 permits an entity
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to elect to measure various financial instruments and certain other items at fair value. It provides entities with the
opportunity to mitigate volatility in reported earnings caused by measuring related assets and liabilities differently
without having to apply complex hedge accounting provisions. SFAS No. 159 became effective January 1, 2008 and
did not have a material impact on the Company’s consolidated financial statements.

In December, 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial
Statements—an amendment of ARB No. 51 (“SFAS No. 160”). SFAS No. 160 amends Accounting Research
Bulletin No. 51, “Consolidated Financial Statements,” to establish accounting and reporting standards for the
noncontrolling (minority) interest in a subsidiary and for the deconsolidation of a subsidiary. It clarifies that a
noncontrolling interest in a subsidiary is an ownership interest in the consolidated entity that should be reported
as equity in the consolidated financial statements. In addition, it also changes the way the consolidated income
statement is presented by requiring consolidated net income to include amounts attributable to both the parent
and the noncontrolling interest with separate disclosure of each component on the face of the consolidated
income statement. It does not, however, impact the calculation of net income per share, as such calculation will
continue to be based on amounts attributable to the parent. SFAS No. 160 is effective for fiscal years, and interim
periods within those fiscal years, beginning on or after December 15, 2008, and shall be applied prospectively as
of the beginning of the fiscal year in which it is initially applied except that the presentation and disclosure
requirements shall be applied retrospectively for all periods presented. Except for changes in financial statement
presentation, the Company does not anticipate that the adoption of SFAS No. 160 will have a material impact on
its consolidated financial statements.

In March, 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging
Activities—an amendment of SFAS No. 133” (“SFAS No. 161”). SFAS No. 161 amends SFAS No. 133 to
enhance the current disclosure framework in SFAS No. 133 for derivative instruments and hedging activities.
Entities will be required to provide enhanced disclosures about how and why an entity uses derivative
instruments, how derivative instruments and related hedged items are accounted for under SFAS No. 133 and its
related interpretations, and how derivative instruments and related hedged items affect an entity’s financial
position, financial performance and cash flows. SFAS No. 161 is effective for fiscal years, and interim periods
within those fiscal years, beginning on or after November 15, 2008. SFAS No. 161 encourages, but does not
require, comparative disclosures for earlier periods upon initial adoption. The Company does not anticipate that
the adoption of SFAS No. 161 will have a material impact on its disclosures of derivative instruments and
hedging activities.

In December, 2008, the FASB issued FSP FAS 140-4 and FSP FIN 46(R)-8, “Disclosures by Public Entities
About Transfers of Financial Assets and Interest in Variable Interest Entities” (“FSP 140-4” and “FSP 46(R)-8”,
respectively). The purpose of FSP 140-4 and FSP 46(R)-8 is to improve disclosures by public entities until the
pending amendments to SFAS No. 140, “Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities” (“SFAS No. 140”) and FIN No. 46 (revised 2003), “Consolidation of Variable
Interest Entities” (“FIN No. 46(R)”) are finalized and approved by the FASB. FSP 140-4 requires public entities
to provide additional disclosures about transferors’ continuing involvement with transferred financial assets, and
FSP 46(R)-8 requires public entities, including sponsors that have a variable interest in a VIE, to provide
additional disclosures about their involvement with VIEs. FSP 140-4 and FSP 46(R)-8 are effective for fiscal
years, and interim periods within those fiscal years, beginning on or after December 15, 2008.

In December, 2008, the FASB issued FSP FAS 132(R)-1, “Employers’ Disclosures about Postretirement
Benefit Plan Assets” (“FSP 132(R)-1""), which amends SFAS No. 132 (revised 2003), “Employers’ Disclosures
about Pensions and Other Postretirement Benefits—an amendment of FASB Statements No. 87, 88, and 106", to
require more detailed disclosures about an employer’s plan assets, including an employer’s investment strategies,
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major categories of plan assets, concentrations of risk within plan assets and valuation techniques used to
measure the fair value of plan assets. The disclosures about plan assets required by FSP 132(R)-1 are required to
be provided for fiscal years ending after December 15, 2009. Upon initial application, the provisions of

FSP 132(R)-1 are not required for earlier periods that are presented for comparative purposes. Earlier application
of the provisions of FSP 132(R)-1 is permitted. The Company does not anticipate the adoption of FSP 132(R)-1
in 2009 will have a material impact on its consolidated financial statements.

4. LAM MERGER TRANSACTION

On September 25, 2008, the Company, LAM and LAZ Sub I, LLC, a newly-formed subsidiary of LFNY,
completed the merger of LAZ Sub I, LLC with and into LAM (the “LAM Merger”). As a consequence of the
LAM Merger, the Company recorded a reduction to its after-tax income in the third quarter of 2008 of $108,628,
consisting of compensation and benefits expense of $197,550 related to the equity interests of LAM held by
present and former employees of LAM, as described below, and $2,000 of non-compensation related transaction
costs (together aggregating to a reduction of operating income of $199,550), with these charges partially offset
by income tax and minority interest credits of $7,427 and $83,495, respectively. The LAM Merger is also
expected to result in annual pre-tax charges of approximately $7,000 per year from October, 2008 through
October, 2011, comprised of approximately $5,000 and $2,000 of compensation and benefits expense and
interest expense, respectively. Such charges relate to the service provisions associated with the non-contingent
common stock consideration described below and interest expense on future cash payments. These additional
pre-tax charges for the year ended December 31, 2008 aggregated approximately $1,700, which is comprised of
$1,100 in compensation and benefits expense and $600 in interest expense.

The common equity interests of LAM were held by LENY and certain other equity interests of LAM,
representing contingent payments should a fundamental transaction occur, as described below, were held by
present and former employees of LAM. Following the LAM Merger, all equity interests of LAM are owned
directly or indirectly by LFNY. The equity interests of LAM that were held, prior to the LAM Merger, by the
then present and former employees of LAM and its subsidiaries (and certain related phantom rights issued as
incentive compensation) entitled the holders to payments totaling approximately 23% of the net proceeds or
imputed valuation of LAM (after deductions for payments to creditors of LAM and the return of capital in LAM)
in connection with certain specified fundamental transactions concerning LAM or Lazard, including a sale of
LAM or Lazard, certain non-ordinary course asset sales and major acquisitions.

The aggregate non-contingent consideration relating to the equity interests of LAM (and the phantom rights
referred to above) held by present and former employees of LAM and its subsidiaries (the “Transaction
Consideration”) consists of (i) a cash payment on or about the closing of the LAM Merger (and, in certain cases,
on January 2, 2009) of $60,232, (ii) a cash payment on October 31, 2011 of $90,348 and (iii) an issuance on
October 31, 2011 of 2,201,457 shares of Lazard Ltd’s Class A common stock (“Class A common stock™) (plus
additional shares of Class A common stock in an amount determined by reference to the cash dividends paid on
Class A common stock since the closing of the LAM Merger, if any), subject, in the case of clause (ii) and (iii)
and with respect to certain present employees of LAM and its subsidiaries, to delayed payment/issuance until the
eighth anniversary of the closing of the LAM Merger if the applicable employee is no longer employed by
Lazard or its affiliates on October 31, 2011, subject to certain exceptions. The merger agreement also generally
provides that if there is a change in control of the Company or a sale of LAM, any and all of the Transaction
Consideration will be payable as of the date of such change in control. The related liabilities for the present value
of the unpaid cash consideration, as of December 31, 2008, have been recorded in “accrued compensation and
benefits” and “other liabilities”, and amounted to $16,013 and $60,324, respectively.
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5. RECEIVABLES—NET AND DEPOSITS AND OTHER CUSTOMER PAYABLES
Receivables—net

Receivables—net is comprised of receivables from banks, fees, customers and other and related parties.

Receivables from banks represent those related to LFB’s short-term inter-bank deposits. The level of these
inter-bank deposits is primarily driven by the level of LFB customer-related interest-bearing time and demand
deposits and short-term inter-bank deposits from banks held at LFB, which can fluctuate significantly on a daily
basis. As the amount of deposits held at LFB change, there is generally a corresponding, but indirect, impact on
the level of short-term inter-bank deposits with banks.

In connection with collateralized lending activities, the Company typically receives a pledge of specifically
identified securities of equal or greater value than the amount of the cash loaned. Collateralized customer loan
receivables, which amounted to $8,907 and $5,241 at December 31, 2008 and 2007, respectively, were
collateralized by securities of equal or greater value at each such date. Securities owned by customers and
pledged to collateralize secured loan receivables are not reflected on the consolidated statements of financial
condition.

Customers and other receivables at December 31, 2008 and 2007 include $13,109 and $17,555, respectively, of
loans by LFB to Lazard managing directors and employees that are made in the ordinary course of business at
market terms and at December 31, 2008 includes a $16,444 receivable from the Reserve Primary Fund (the
“Primary Fund”), a money market fund based in New York. The Primary Fund is engaged in the liquidation of its
assets for distribution to investors under the supervision of the SEC. The Company expects to receive an amount
approximating the carrying value of its receivable relating to its investment in the Primary Fund, but it is possible
that the process of liquidating the Primary Fund may ultimately result in some diminution in value of the
Company’s investment position. The Company is closely monitoring the situation and reserving all of its rights.
Between January 1, 2009 and February 23, 2009, the Company received an additional partial redemption
aggregating $5,156.

Receivables are stated net of an estimated allowance for doubtful accounts of $15,883 and $13,290 at
December 31, 2008 and 2007, respectively, for past due amounts and for specific accounts deemed uncollectible.
The Company recorded bad debt expense of $5,388, $540 and $4,020 for the years ended December 31, 2008,
2007 and 2006, respectively, and recorded charge-offs, foreign currency translation and other adjustments, which
resulted in a net increase (decrease) to the allowance for doubtful accounts of $(2,795), $1,434 and $(5,415) for
the years ended December 31, 2008, 2007 and 2006, respectively. At December 31, 2008 and 2007, the Company
had $17,916 and $24,877, respectively, of receivables deemed past due or uncollectible.

Deposits and Other Customer Payables

Deposits and other customer payables principally relate to LFB customer-related interest-bearing time and
demand deposits, short-term inter-bank borrowing with banks and amounts due on collateralized borrowing
activities. Collateralized borrowing activities amounted to $15,170 and $29,443 at December 31, 2008 and 2007,
respectively, and were fully collateralized with pledged assets of equal or greater value at each such date.

93



LAZARD LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollars in thousands, except for per share data, unless otherwise noted)

6. FAIR VALUE MEASUREMENTS

The Company’s investments and securities sold, not yet purchased consist of the following at December 31,
2008 and 2007:

December 31,

2008 2007
Debt:
Bonds - COrporate . ... ... ...ttt $296,674 $ 534,825
Non-U.S. Government and agency Securities ................c...c.ooeeueun... 36,396 50,608
333,070 585,433
BqUities . ..ot 71,105 333,796
Other:
Interest in LAM alternative asset management funds:
GP interests owned by Lazard .......... .. .. .. . .. . . . . 35,300 43,313
GP interests consolidated by Lazard .......... ... .. .. .. ... ... .. ... 20,866 51,493
Private equity INVESIMENES . . .. ..ottt e 83,931 74,051
Equity method investments . ... ...... ...ttt 75,695 755
215,792 169,612
Total INVESTMENTS . . . o oo e e e e e e e e e e e e 619,967 1,088,841
Less equity method inVestments .. ... .......o.intntiten it 75,695 755
Investments, at fair value . ......... ... ... . . . .. $544,272  $1,088,086
Securities sold, not yet purchased (included in “other liabilities™) .................. $ 6975 $ 21,864

Debt securities primarily consist of investments by LFB, which typically holds them long-term, as part of its
asset-liability management program. Such securities primarily consist of fixed and floating rate European
corporate bonds and French government debt securities. Debt securities are accounted for as either “trading” or
“available-for-sale” securities at December 31, 2008 and 2007, as follows:

December 31,

2008 2007
Trading securities:
Bonds - COTPOTALE . . .\ttt t e e e e ettt e e e et e e $ 7,573 $462,472
Non-U.S. Government and agency SeCUrities ... .............veuerennenenn.. 36,396 50,608

43,969 513,080
Auvailable-for-sale securities:
Bonds - COrporate . ... ...ttt e 289,101 72,353

Total debt SECUITLIES . . . o e e e e e e e e e e $333,070 $585,433

Effective July 1, 2008, certain debt securities held by LFB with a carrying value on that date of $236,999,
which were previously designated as “trading” securities, were re-designated as “available-for-sale” securities as
permitted under SFAS No. 115. Such re-designation represents a non-cash transaction between “trading” and
“available-for-sale” securities.
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The fair value and amortized cost basis pertaining to debt securities classified as “available-for-sale” at
December 31, 2008, by maturity date/first call date, are as follows:

Amortized

Cost

Maturity Date/First Call Date Fair Value B;ssis
Withinone year . ..., $ 89,004 $ 89,930
After 1 year through Syears .......... ... .. ..o iiin.... 135,375 159,895
After 5 years through 10 years ............. .. ... ... ....... 53,741 80,520
After 10 years . ...t e 10,981 13,539

$289,101  $343,884

Additional information with respect to debt securities classified as “available-for-sale” at December 31,
2008 and 2007 that are in an unrealized loss position is as follows:

December 31, 2008 December 31, 2007
Securities in a Securities in a Securities in a
Continuous Loss Continuous Loss Continuous Loss
Position for Position for Position for
Less than 12 Months 12 Months or Longer Less than 12 Months
Unrealized Unrealized Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss
$210,866 $52,883 $58.,368 $10,794 $72,353 $1,022

Because LFB has the ability and intent to hold its debt securities classified as “available-for-sale” until a
recovery of fair value to an amount approximating its amortized cost, which may be maturity, it does not
consider such unrealized loss positions to be other-than-temporarily impaired at December 31, 2008.

Equities principally represent the Company’s investments in marketable equity securities of large, mid and
small-cap domestic, international and global companies to seed new Asset Management products and includes
investments in public and private asset management funds managed both by LAM and third party asset
managers.

LENY was a party to a Prime Brokerage Agreement with Lehman Brothers Inc. (“LBI”) for certain accounts
involving investment strategies managed by LAM. On September 9, 2008, LAM requested a transfer of such
accounts, of which $11,368 was not received. On September 15, 2008, Lehman Brothers Holdings, Inc., the
ultimate parent company in the Lehman group, filed for protection under Chapter 11 of the United States
Bankruptcy Code and a number of Lehman group entities in the U.K. entered into administration proceedings under
the Insolvency Act 1986. In addition, the Securities Investor Protection Corporation commenced liquidation
proceedings on September 19, 2008 pursuant to the Securities Investor Protection Act of 1970, as amended, with
respect to LBI. The administration and the evolving situation and proceedings expose Lazard to possible loss due to
counterparty credit and other risk. We have fully reserved the entire $11,368 amount, which represents the entire
amount of such possible loss. We are actively seeking recovery of such amount.

Interests in LAM alternative asset management funds represent (i) general partnership (“GP”) interests
owned by Lazard in LAM-managed hedge funds and (ii) GP interests consolidated by the Company pertaining to
minority interests in LAM alternative asset management funds. Such minority interests, which represent GP
interests held directly by certain of our LAM managing directors or employees of the Company, are deemed to be
controlled by, and therefore consolidated by, the Company in accordance with U.S. GAAP. Since the Company
has no economic interest in such investments, the fair value is included in “minority interest” on the consolidated
statements of financial condition (see Note 7 of Notes to Consolidated Financial Statements). The fair value of
interests in LAM-managed alternative asset management funds reflects the pro rata value of the ownership of the
underlying securities in the funds, the fair market value of which is determined through quoted market values of
the underlying securities as provided by external pricing sources.
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Private equity investments are primarily comprised of investments in private equity funds and direct private
equity interests. Such investments primarily include (i) a mezzanine fund, which invests in small and mid-cap
buy-out funds and small to mid-cap European companies; (ii) Corporate Partners II Limited (“CP II”’), a private
equity fund targeting significant minority-stake investments in established public and private companies;
and (iii) Lazard Senior Housing Partners LP (“‘Senior Housing”), which acquires companies and assets in the
senior housing, extended-stay hotel and shopping center sectors.

Equity method investments include investments made in the first quarter of 2008 in Sapphire Industrials Corp.
(““Sapphire”) and Merchant Bankers Asociados (“MBA”), an Argentina-based financial advisory services firm with
offices across Central and South America and the parent company of MBA Banco de Inversiones (see Notes 8 and
15 of Notes to Consolidated Financial Statements for additional information regarding MBA and Sapphire,
respectively).

The table below represents the fair values of the Company’s derivative assets and liabilities, which may
include interest rate swaps, foreign exchange rate contracts and equity swaps, and are reported within “other
assets” and “other liabilities” on the accompanying consolidated statements of financial condition, respectively,
as of December 31, 2008 and 2007:

December 31,
2008 2007
Total derivVatiVe @SSELS . . v v v v et e e e e e e e e e e $ 4,661 $9,840
Total derivative liabilities . ... ... ... $43,990 $4.488

On January 1, 2008, the Company adopted SFAS No. 157, which, among other things, defines fair value,
establishes a framework for measuring fair value and enhances disclosure requirements about fair value
measurements. Pursuant to SFAS No. 157, Lazard categorizes its investments and certain other assets and
liabilities recorded at fair value into a three-level fair value hierarchy as follows:

Level 1. Assets and liabilities whose values are based on unadjusted quoted prices for identical assets or
liabilities in an active market that Lazard has the ability to access.

Level 2. Assets and liabilities whose values are based on quoted prices for similar assets or liabilities in an
active market, quoted prices for identical or similar assets or liabilities in non-active markets or inputs
other than quoted prices that are directly observable or derived principally from or corroborated by
market data.

Level 3. Assets and liabilities whose values are based on prices or valuation techniques that require inputs that
are both unobservable and significant to the overall fair value measurement. These inputs reflect
management’s own assumptions about the assumptions a market participant would use in pricing the
asset or liability.

Principally all of the Company’s investments in corporate bonds are considered Level 2 investments with
such fair value based on observable data, principally broker quotes as provided by external pricing services.

The fair value of our equities is principally classified as Level 1 or Level 2 as follows: marketable equity
securities are classified as Level 1 and are valued based on the last trade price on the primary exchange for that
security; public asset management funds are classified as Level 1 and are valued based on the reported closing
price for the fund; and investments in private asset management funds are classified as Level 2 and are primarily
valued based on information provided by fund managers and, secondarily, from external pricing services to the
extent managed by LAM.
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The fair value of our interests in LAM alternative asset management funds is classified as Level 2 and is
based on information provided by external pricing services.

The fair value of our private equity investments is classified as Level 3 and is based on financial statements
provided by fund managers, appraisals and internal valuations.

Where information reported is based on broker quotes, the Company generally obtains one quote/price per
instrument. In some cases, quotes related to corporate bonds obtained through external pricing services represent
the average of several broker quotes.

Where information reported is based on data received from fund managers or from external pricing services, the
Company reviews such information to ascertain at which level within the fair value hierarchy to classify the investment.

The following table presents Lazard’s fair value hierarchy for those assets and liabilities measured at fair
value on a recurring basis as of December 31, 2008.

Fair Value Measurements on a Recurring Basis

Level 1 Level 2 Level 3 Total
Assets:
Investments:
Dbt . .o $43,969  $289,101 $ — $333,070
Equities . ... e 54,108 14,544 2,453 71,105
Other (excluding equity method investments):
Interest in LAM alternative asset management funds:
GP interests owned by Lazard ................. — 35,300 — 35,300
GP interests consolidated by Lazard . . ........... — 20,866 — 20,866
Private equity investments ........................ — — 83,931 83,931
Derivatives . ... oot — 4,661 — 4,661
Total ASSELS . oottt $98,077 $364,472 $86,384 $548,933
Liabilities:
Securities sold, not yet purchased . .. ........................ $ 6,975 $ — $ — $ 6,975
Derivatives .. ... — 43,990 — 43,990
Total Liabilities . . .. ... ..ot $ 6975 $ 43990 $§ — $ 50,965

The following table provides a summary of changes in fair value of the Company’s Level 3 assets and
liabilities for the year ended December 31, 2008.

Level 3 Assets and Liabilities
For the Year Ended December 31, 2008

Unrealized/ Net
Realized Purchases, Foreign
Gains (Losses) Issuances Currency
Beginning Included In and Translation Ending
Balance Revenue-Other  Settlements Adjustments Balance
Level 3 Assets:
Investments:
BQUILES « oo v ee e e $ 4,469 $ 212 $(1,944) $ (284) $ 2,453
Private equity investments .................. 74,051 (12,391) 25,733 (3,462) 83,931
Total Level 3ASsets .. ..........ovinon... $78,520 $(12,179) $23,789 $(3,746) $86,384
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There were net realized gains of $1,810 included in income during the year ended December 31, 2008 with
respect to Level 3 assets and liabilities.

With respect to the Company’s investments measured at fair value, the Company recognized gross
investment gains and losses for the years ended December 31, 2008, 2007 and 2006 in “revenue - other” on the
respective consolidated statements of operations as follows:

Year Ended December 31,
2008 2007 2006
Gross INVEStMENt GAINS .+ . . oottt et e et e et e e e e e $ 87,523 $63,721 $30,747
Gross investment IOSSES . .. ... oottt $164,135 $47,501 $ 4,767

The table above includes gross unrealized investment gains and losses pertaining to “trading” securities
under SFAS No. 115 as follows:

Year Ended December 31,
2008 2007 2006
Gross unrealized invVesStMent Gains . . . ... .....ouutntner e, $18,672 $ 8,610 $1,212
Gross unrealized investment 10SSES . ... ..ot $ 9,125 $24,186 $ 902

In addition, the Company recorded $62,655 and $1,022 of gross unrealized investment losses (pre-tax) in
“accumulated other comprehensive income (loss), net of tax” in 2008 and 2007, respectively, and $308 of gross
unrealized investment gains in 2008, pertaining to debt securities held at our French bank that are designated as
“available-for-sale” under SFAS No. 115. There were no gross unrealized investment gains recorded in
“accumulated other comprehensive income (loss), net of tax” in 2007 and there were no gross unrealized
investment gains or losses recorded in “accumulated other comprehensive income (loss), net of tax” in 2006.
There were no significant reclassifications from “accumulated other comprehensive income (loss), net of tax” to
earnings during the years ended December 31, 2008, 2007 and 2006. The average cost basis is utilized for
purposes of calculating realized investment gains and losses.

7. MINORITY INTEREST

The Company records a charge to minority interest in net income relating to LAZ-MD Holdings LLC’s
(“LAZ-MD Holdings”) ownership interest in Lazard Group. LAZ-MD Holdings is an entity owned by Lazard
Group’s current and former managing directors. As of December 31, 2008, 2007 and 2006, LAZ-MD Holdings
held approximately 37.6%, 51.7% and 52.1%, respectively, of the outstanding Lazard Group common
membership interests. Additionally, LAZ-MD Holdings was the sole owner of the one issued and outstanding
share of Lazard Ltd’s Class B common stock (the “Class B common stock™), which provided LAZ-MD Holdings
with approximately 37.6%, 51.7% and 52.1% of the voting power but no economic rights in the Company as of
December 31, 2008, 2007 and 2006, respectively. Subject to certain limitations, LAZ-MD Holdings interests in
Lazard Group are exchangeable for Class A common stock.
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The following table summarizes the changes in ownership interests in Lazard Group held by Lazard Ltd and
LAZ-MD Holdings during the years ended December 31, 2008, 2007 and 2006:

Lazard Ltd LAZ-MD Holdings Lazarfgt?}'mup
Common Common Common
Membership % Membership % Membership
Interests Ownership  Interests = Ownership Interests
Balance, January 1,2006 ...................... 37,500,000  37.6% 62,118,749  62.4% 99,618,749
Activity January 1, 2006 to December 31, 2006:
Conversion of DSUs to Class A common
Stock .. 3,668 — 3,668
Forfeitures .......... ... ... ... ... ... .... — (20,301) (20,301)
Common membership interests issued in
connection with:
2006 Primary Offering ................ 8,050,400 — 8,050,400
2006 Secondary Offering .............. 6,000,000 (6,000,000) —
Balance, December 31,2006 ................... 51,554,068  47.9% 56,098,448  52.1% 107,652,516
Activity January 1, 2007 to December 31, 2007:
Repurchase of common membership interests
from LAZ-MD Holdings . ................ — (583,899) (583,899)
Common membership interests exchanged for
Class A common stock .................. 191,757 (191,757) —
Balance, December 31,2007 ................... 51,745,825  48.3% 55,322,792  51.7% 107,068,617
Activity January 1, 2008 to December 31, 2008:
Common membership interests issued in
connection with:
Settlement of the purchase contracts related
tothe ESUs ...... ... ... .. ... ... ... 14,582,750 — 14,582,750
Acquisitions . ............. ol 654,149 — 654,149
2008 Secondary Offering .............. 6,401,531 (6,401,531) —
Other exchanges for Class A common
Stock ... 2,910,657 (2,910,657) —
Repurchase of common membership interests
from LAZ-MD Holdings ................. — (71,852) (71,852)
Balance, December 31,2008 ................... 76,294,912 62.4% 45,938,752  37.6% 122,233,664

At December 31, 2008, LAZ-MD Holdings’ ownership of Lazard Group’s common membership interests of
$39,341 is classified within “minority interest” in the accompanying consolidated statement of financial condition.
At December 31, 2007, the Company classified LAZ-MD Holdings’ ownership of Lazard Group’s common
membership interests as a reduction of the Company’s “additional paid-in capital” rather than as “minority interest”,
since the balance of such minority interest ($14,120) was negative. See Note 16 of Notes to Consolidated Financial

Statements with respect to distributions paid to LAZ-MD Holdings.
Minority interest also includes minority interests in various LAM-related GP interests that the Company is

deemed to control but does not own. As a result of consolidating these entities, the Company recognizes the
portion of income not associated with the Company’s ownership as “minority interest in net income (loss)”.
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The tables below summarize minority interest in net income (loss) for the years ended December 31, 2008,
2007 and 2006 and minority interest as of December 31, 2008 and 2007 in the Company’s consolidated financial
statements:

Minority Interest In Net Income

Year Ended December 31,

2008 2007 2006
LAZ-MD Holdings . ..........ioiii e $ 9,956 $177,494 $160,289
LAM GPs . .o (13,348) 5,135 5,114
O heT ..o 15 8 9
Total ... $ (3,377) $182,637 $165,412

Minority Interest

As Of December 31,

2008 2007
LAZ-MD Holdings . .......... i $39,341 $ —
LAM GPs . .o 20,866 51,493
LAM MEMDETS . .t i ettt e e et e e e e — 253
O heT ..o 965 1,029
Total .. $61,172  $52,775

8. BUSINESS ACQUISITIONS AND JOINT VENTURE INVESTMENT

On August 13, 2007, Lazard Group acquired all of the outstanding ownership interests of Goldsmith, Agio,
Helms & Lynner, LLC (“GAHL”), a Minneapolis-based investment bank specializing in financial advisory
services to mid-sized private companies. On July 31, 2007, Lazard Ltd acquired all of the outstanding shares of
Carnegie, Wylie & Company (Holdings) PTY LTD (“CWC”), an Australia-based financial advisory firm, and
concurrently sold such investment to Lazard Group. These purchases were effected though an exchange of a
combination of cash, Class A common stock, and by Lazard Ltd issuing 36,607 shares of non-participating
convertible Series A preferred stock and 277 shares of non-participating convertible Series B preferred stock (the
“Series A preferred stock™ and “Series B preferred stock”, respectively, which are or were each convertible into
Class A common stock). The total number of Class A common shares to be issued in connection with the
acquisitions will depend, in part, upon the future performance of each of GAHL and CWC. See Note 16 of Notes
to the Consolidated Financial Statements for additional information regarding the Series A preferred stock and
Series B preferred stock.

The aggregate non-contingent consideration relating to the GAHL and the CWC acquisitions (before transaction
costs) consisted of cash and Lazard Ltd stock and aggregated to approximately $216,200 and $206,900 as of December
31,2008 and 2007, respectively. At December 31, 2008 and 2007, 993,024 and 815,558 shares of Class A common
stock were issuable on a non-contingent basis, respectively. Additionally, at December 31, 2008 and 2007, 7,293 and
12,155 shares of Series A preferred stock, respectively, and, at December 31, 2007, 277 shares of Series B preferred
stock were convertible into Class A common shares on a non-contingent basis, with the number of Class A common
shares dependent, in part, upon future prices of the Class A common stock. At December 31, 2008 and 2007, 948,631
and 1,329,987 shares of Class A common stock, respectively, were contingently issuable and 24,452 shares of Series A
preferred stock were contingently convertible into shares of Class A common stock as of each respective date,
dependent upon the future performance of GAHL and CWC.

The Class A common stock payable as consideration for the GAHL and CWC acquisitions is issuable over
multi-year periods.
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We have accounted for these business acquisitions using the purchase method of accounting, whereby the results
of the acquired businesses are included in our consolidated financial results from the effective date of the respective
acquisitions. As a result of the GAHL and CWC acquisitions, we recorded net tangible assets, identifiable intangible
assets and goodwill of approximately $22,500, $31,000 and $159,300, respectively, as of December 31, 2007.
Goodwill pertaining to these acquisitions is deductible for income tax purposes. A substantial portion of any contingent
consideration will represent goodwill, and will be recognized in periods through March 31, 2012, when all of such
contingencies should have been resolved. During the year ended December 31, 2008, contingent consideration of
$9,282 was earned and recorded in goodwill. The operating results related to the acquisitions described above are
primarily included in the Company’s Financial Advisory segment. See Note 12 of Notes to Consolidated Financial
Statements for additional information relating to goodwill and other intangible assets.

Subsequent to the acquisitions of GAHL and CWC, we operate these businesses under the names “Lazard
Middle Market” and “Lazard Carnegie Wylie,” respectively.

On January 31, 2008, Lazard Group acquired a 50% interest in MBA. We account for the investment in
MBA using the equity method of accounting.

9. TERMINATION OF STRATEGIC ALLIANCE IN ITALY

On May 15, 2006, Lazard Group completed the termination of its strategic alliance with Banca Intesa S.p.A.
(“Intesa”), which conducted selected Italian investment banking business solely through Lazard & Co. S.r.I.
(“Lazard Italy”), an indirect subsidiary of Lazard Group. In accordance with the provisions of the Termination
Agreement, dated as of March 31, 2006, by and among Intesa, Lazard Group and Lazard Italy, the following
adjustments were made to the terms of Intesa’s investment in Lazard Italy and Lazard Funding Limited LLC
(“Lazard Funding”), a wholly-owned subsidiary of Lazard Group:

e The $150,000 Subordinated Convertible Note Intesa purchased in March 2003 from Lazard Funding was
amended and restated, among other things, to provide for its convertibility into a maximum of 2,631,570
shares of Class A common stock at an effective conversion price of $57 per share. The amended $150,000
subordinated convertible note (the “Amended $150,000 Subordinated Convertible Note™) matures on
September 30, 2016 and has a fixed interest rate of 3.25% per annum. One-third in principal amount
became convertible on and after July 1, 2008, an additional one-third will become convertible on and after
July 1, 2009 and the last one-third on and after July 1, 2010, and no principal amount will be convertible
after June 30, 2011. As of December 31, 2008, there have been no conversions of the $150,000
subordinated convertible note.

e Intesa’s 40% equity interest in Lazard Italy and a $50,000 subordinated promissory note of Lazard Italy
held by Intesa were acquired by Lazard Group in exchange for the issuance by Lazard Group to Intesa
of a $96,000 senior promissory note (the “$96,000 Senior Promissory Note”) and a $50,000
subordinated promissory note (the “$50,000 Subordinated Promissory Note”), respectively. The $96,000
Senior Promissory Note and the $50,000 Subordinated Promissory Note had fixed interest rates of
4.25% and 4.6% per annum, respectively, and each note was scheduled to mature on February 28, 2008.
On May 15, 2006, Intesa sold and assigned all its rights and interests relating to both notes to a
commercial bank.

e Lazard Group paid Intesa an amount equal to a 3% annualized return on Intesa’s ownership interest
from April 1, 2006 through the May 15, 2006 termination closing and the accrued and unpaid interest on
the $50,000 Subordinated Promissory Note as of the termination closing.

On June 29, 2007, Lazard Group redeemed both the $96,000 Senior Promissory Note and the $50,000
Subordinated Promissory Note.
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As a result of the termination of the strategic alliance with Intesa and Lazard Group’s repurchase of Intesa’s
ownership interest, the Company realized a gain of $13,695, which is included in “revenue-other” on the
consolidated statement of operations for the year ended December 31, 2006 and, after transaction and other costs,
resulted in an increase in operating income of $5,274.

10. LAZARD ALTERNATIVE INVESTMENTS

On May 10, 2005, Lazard Group and LFCM Holdings LLC (“LFCM Holdings”) entered into the business
alliance agreement (the “business alliance agreement”) that, among other things, granted Lazard Group the option to
acquire the North American and European fund management activities of Lazard Alternative Investments Holdings
LLC (“LATI”), the subsidiary of LFCM Holdings that owns and operates LFCM Holdings’ alternative investment
(including private equity) activities. This option is currently exercisable at any time prior to May 10, 2014, for a
total price of $4,500. The option may be exercised by Lazard Group in two parts, consisting of a $2,500 option to
purchase LAI’s remaining North American activities and a $2,000 option to purchase LAI’s European activities.
The total option price referred to above reflects a reduction of $1,500 due to the payment of a like amount in
February, 2008 to LFCM Holdings in connection with the initial public offering of Sapphire whereby LFCM
Holdings agreed not to assert certain claims that it may believe that it had under the business alliance agreement and
a reduction of $4,000 due to the payment of a like amount in February, 2009 to LFCM Holdings in connection with
the spin-off of the management company of CP II and the amendments to the business alliance agreement described
below. LAI's fund management activities consist of the fund management and general partner entities, together with
Lazard Group’s direct investments in related funds that were transferred to LFCM Holdings pursuant to or in
anticipation of the May 10, 2005 separation (the “separation’) from the Company of its former Capital Markets and
Other business segment.

The business alliance agreement provides Lazard Group with certain governance rights with respect to LAI
and provides for support by LFCM Holdings of the business of LAI. With respect to historical investments and
funds transferred to LFCM Holdings as part of the separation, profits realized prior to the exercise of the option are
for the account of LFCM Holdings, whereas profits realized after the exercise of the option are for the account of
Lazard Group. The master separation agreement, dated as of May 10, 2005, by and among Lazard Ltd, Lazard
Group, LAZ-MD Holdings and LFCM Holdings (the “master separation agreement”) and the business alliance
agreement provide for Lazard Group (i) to invest capital in future funds to be managed by LFCM Holdings’
subsidiaries and (ii) to receive incentive fee payments from such funds, as well as profits related to such
investments, if any, irrespective of whether it exercises its purchase option.

In February, 2005, Lazard Group formed CP II, with a maximum of $1,000,000 of institutional capital
commitments and a $100,000 maximum capital commitment from Lazard Group, the principal portion of which
may require funding at any time through 2010. As of December 31, 2008, Lazard Group contributed $30,971 of
its capital commitment, which is recorded as a private equity investment within “investments - other” on the
consolidated statement of financial condition. Pursuant to the master separation and business alliance
agreements, CP II was managed by a subsidiary of LFCM Holdings (“CP II MgmtCo”), and Lazard Group
retained a capital commitment to CP II and is entitled to receive the carried interest distributions made by CP II
(other than the carried interest distributions made to investment professionals who manage the fund).

In February, 2009, pursuant to agreements entered into by the Company with a subsidiary of LAI (“LAI
North America”), LFCM Holdings and the investment professionals who manage CP II, equity ownership of
CP II MgmtCo was transferred from LAI North America to the investment professionals who manage CP II
(the “CP II MgmtCo Spin-Off”). In connection with the CP II MgmtCo Spin-Off, CP II MgmtCo became a
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standalone entity and Lazard Group’s capital commitment to CP II was reduced from $100,000 to $50,000 (and
CP II’s institutional capital commitments were reduced from $1,000,000 to $500,000). In addition, in connection
with a $4,000 cash payment from Lazard Group to LFCM Holdings, the business alliance agreement was
amended to remove any restriction on the Company engaging in private equity businesses in North America and
to reduce the price of our option to acquire the fund management activities of LAI in North America from $6,500
to $2,500. Following the CP II MgmtCo Spin-Off, we retained our entitlement to receive a slightly reduced
portion of the carried interest distributions made by CP II.

See Note 15 of Notes to Consolidated Financial Statements for additional information relating to LFCM
Holdings, and with respect to commitments to CP II and to private equity funds managed by LAIL

11. PROPERTY-NET
At December 31, 2008 and 2007 property-net consists of the following:

Estimated

D . December 31,
epreciable
Life in Years 2008 2007

Buildings . ......... 33 $ 175,426 $ 185,509
Leasehold improvements ....................... 5-20 149,043 158,748
Furniture and equipment . .. ..................... 3-10 60,223 49,405

Total ....... .. .. . . 384,692 393,662
Less-Accumulated depreciation and amortization . . . . (213,249) (208,153)
Property-net ............coiiiiiinneeiiininn... $ 171,443 $ 185,509

12. GOODWILL AND OTHER INTANGIBLE ASSETS

The components of goodwill and other intangible assets at December 31, 2008 and 2007, which primarily
pertain to the Company’s Financial Advisory segment, are described below.

December 31,
2008 2007
Goodwill ... $170,277 $178.446
Other intangible assets (net of accumulated amortization) ........... 4,867 9,463

$175,144 $187,909

Changes in the carrying amount of goodwill for the years ended December 31, 2008, 2007 and 2006 are as
follows:

Year Ended December 31,
2008 2007 2006
Balance, January 1 ......... ... ... ... ... .. .. ... ... .. $178,446 $ 16,945 $15,996
Business acquisitions, additional contingent consideration
earned . ... ... 9,282 159,343 —
Foreign currency translation adjustments ................ (17,451) 2,158 949
Balance, December 31 .......... ... $170,277 $178,446 $16,945
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The Company performs a goodwill impairment test annually or more frequently if circumstances indicate
that impairment may have occurred. The Company has selected December 31 as the date to perform its annual
impairment test. Pursuant to the Company’s goodwill impairment test for the years ended December 31, 2008,
2007 and 2006, the Company compared the fair value of each of its applicable reporting units to their
corresponding carrying amounts, including goodwill, and determined that no impairment existed.

The gross cost and accumulated amortization as of December 31, 2008 and 2007, by major intangible asset
category is as follows:

December 31, 2008 December 31, 2007

Net Net
Gross  Accumulated Carrying Gross Accumulated Carrying
Cost  Amortization Amount Cost  Amortization Amount

Success fee contracts . ............. ... $23,969 $23,969 $ — $23,969 $20,783  $3,186
Management fees, customer relationships and
non-compete agreements . . .. .............. 7,017 2,150 4,867 7,017 740 6,277

$30,986 $26,119  $4,867 $30,986 $21,523  $9,463

Amortization expense of intangible assets for the years ended December 31, 2008 and 2007 was $4,596 and
$21,523, respectively. There was no amortization expense of intangible assets for the year ended December 31,
2006. Estimated future amortization expense is as follows:

Amortization
Year Ending December 31, Expense
2000 L . $1,272
2000 . 1,127
70 5 1 903
20 511
2003 400
Thereafter . .. ... ... 654
Total amortization EXPenSe . . . .. ..vvu vttt e $4,867

13. OTHER ASSETS AND OTHER LIABILITIES
The following table sets forth the Company’s other assets, by type, as of December 31, 2008 and 2007:

December 31,

2008 2007
Current and deferred income taxes receivable (net of valuation allowance)

AnNd OthEer TAXES .« o v vt e et e e e e $118,401 $ 85,032
Accruals and prepayments (including prepaid pension assets, see Note 18) . ... 75,315 65,778
Deferred debt iSSUANCE COSES . . . o vttt ittt et e e e 8,957 12,676
Other ..o 56,888 37,061
Total . $259,561 $200,547
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The following table sets forth the Company’s other liabilities, by type, as of December 31, 2008 and 2007:

December 31,
2008 2007
ACCTUCA EXPEIISES .+ v v e ettt et e e e e e e e $115,320 $146,655
Current and deferred income taxes and othertaxes ....................... 86,901 153,562
Employee benefit-related liabilities ............. ... .. ... ... . ... 69,345 75,563
LAM Merger (present value of unpaid cash consideration) ................. 60,324 —
Unclaimed funds at LFB . ... ... . . . . 55,583 57,193
Abandoned leased space (principally inthe UK.) ...... ... .. .. ... ... ... 10,259 27,805
Securities sold, not yet purchased . ........... .. .. .. .. . i, 6,975 21,864
Other ..o e 99,152 86,537
Total ..o $503,859 $569,179
14. SENIOR AND SUBORDINATED DEBT
Senior Debt—Senior debt is comprised of the following as of December 31, 2008 and 2007:
. Outstanding As Of
Initial A 1
Pr;::cliz;)al Maturity Inl:;ll}:gt December 31,
Amount Date Rate 2008 2007
Lazard Group 7.125% Senior Notes(a) .. ........ $550,000 2015 7.125% $ 538,500 $ 550,000
Lazard Group 6.12% Senior Notes(b) .......... 437,500 2008 6.12% — 437,500
Lazard Group 6.85% Senior Notes(c) . .......... 600,000 2017 6.85% 549,250 600,000
Lazard Group Credit Facility(d) ............... 150,000 2010 1.75% — —
Total ....... ... ... . .. $1,087,750 $1,587,500

()

(b)

Concurrent with Lazard Ltd’s initial public offering on May 10, 2005 (the “equity public offering”), Lazard
Group issued, in a private placement, $550,000 aggregate principal amount of 7.125% senior notes due May
15, 2015 (the “Lazard Group 7.125% Senior Notes™). On October 31, 2005, pursuant to an exchange offer,
Lazard Group exchanged $546,000 in aggregate principal amount of its privately-placed 7.125% Senior
Notes for $546,000 in aggregate principal amount of its 7.125% senior notes (the “7.125% Exchange
Notes”) that were registered under the Securities Exchange Act of 1933, as amended (the “Securities Act”).
The 7.125% Exchange Notes are substantially identical to the privately-placed 7.125% Senior Notes, except
that the transfer restrictions applicable to the privately-placed 7.125% Senior Notes do not apply to the
7.125% Exchange Notes. During the year ended December 31, 2008, the Company repurchased $11,500
principal amount of the 7.125% Exchange Notes at a cost, excluding accrued interest, of $7,974 and, after
the write-off of applicable unamortized debt issuance costs of $75, recognized a pre-tax gain of $3,451.

In connection with the issuance of the Lazard Group 7.125% Senior Notes, on April 1, 2005, Lazard Group
entered into an interest rate forward agreement for a notional amount of $650,000 to ensure that the base
rate (excluding market-driven credit spreads) on the Lazard Group 7.125% Senior Notes would be no
greater than 4.5%. Lazard Group settled the interest rate forward agreement as of May 9, 2005, which
required a payment by Lazard Group of $13,004. Of this amount, in accordance with SFAS No. 133,
$11,003 was deemed to be the effective portion of the hedge and recorded within “accumulated other
comprehensive income (loss), net of tax”, and is being amortized as a charge to interest expense over the ten
year term of the Lazard Group 7.125% Exchange Notes.

Concurrent with Lazard Ltd’s equity public offering on May 10, 2005, Lazard Ltd consummated an initial
offering of equity security units (the “ESUs”) in an aggregate offering amount of $287,500. In addition, on
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May 10, 2005, Lazard Ltd issued $150,000 aggregate principal amount of ESUs to Natixis, which was a
subsidiary of Caisse Nationale des Caisses d’Epargne. Each ESU was issued for $25 and consisted of (i) a
purchase contract (the “purchase contract”) which obligated holders to purchase, and Lazard Ltd to sell, on
May 15, 2008, a number of newly issued shares of Class A common stock equal to a settlement rate (the
“settlement rate”) based on the trading price of its Class A common stock during a period preceding that
date and (ii) a 1/40, or 2.5%, ownership interest in a 6.12% senior note due 2035 of Lazard Group (the
“6.12% Senior Notes”).

The terms of the ESUs provided for a remarketing of the 6.12% Senior Notes which commenced on May 2, 2008
(the “remarketing”). In connection with the remarketing, on May 15, 2008 (i) the stated maturity of the 6.12%
Senior Notes was reset to May 15, 2010, (ii) the interest rate on the 6.12% Senior Notes was reset to 4.00% per
annum and (iii) $437,488 aggregate principal amount of the 6.12% Senior Notes was purchased by Lazard Group.
The $12 aggregate principal amount of the 6.12% Senior Notes remaining outstanding has been reclassified to
“other liabilities” on the consolidated statement of financial condition at December 31, 2008.

On May 15, 2008, the purchase contracts were settled at the settlement rate and, in connection therewith,
Lazard Ltd issued 14,582,750 shares of its Class A common stock. This resulted in an increase in Class A
common stock and “additional paid-in-capital” of $146 and $437,354, respectively.

On June 21, 2007, Lazard Group completed a private placement of $600,000 aggregate principal amount of
6.85% senior notes due June 15, 2017 (the “6.85% Senior Notes”). On August 16, 2007, pursuant to an
exchange offer, Lazard Group exchanged $599,300 in aggregate principal amount of its privately-placed
6.85% Senior Notes for $599,300 in aggregate principal amount of its 6.85% senior notes (the “6.85%
Exchange Notes”) that were registered under the Securities Act. The 6.85% Exchange Notes are
substantially identical to the privately-placed 6.85% Senior Notes, except that the transfer restrictions
applicable to the privately placed 6.85% Senior Notes do not apply to the 6.85% Exchange Notes. During
the year ended December 31, 2008, the Company repurchased $50,750 principal amount of the 6.85%
Exchange Notes at a cost, excluding accrued interest, of $33,463 and, after the write-off of unamortized debt
issuance costs of $485, recognized a pre-tax gain of $16,802.

Lazard Group maintains a $150,000 senior revolving credit facility with a group of lenders (the “Lazard
Group Credit Facility”). Interest rates under the Credit Facility vary and are based on either a Federal Funds
rate or a Eurodollar rate, in each case plus an applicable margin. As of December 31, 2008 and 2007, the
annual interest rate for a loan accruing interest (based on the Federal Funds overnight rate), including the
applicable margin, was 1.75% and 5.75%, respectively. At December 31, 2008 and 2007, no amounts were
outstanding under the Lazard Group Credit Facility.

Subordinated Debt—Subordinated debt at December 31, 2008 and 2007 amounted to $150,000 at each date

and represents the Amended $150,000 Subordinated Convertible Note associated with the strategic alliance
transaction in Italy and the termination thereof (see Note 9 of Notes to Consolidated Financial Statements).

Debt maturities relating to senior and subordinated borrowings outstanding at December 31, 2008 for each of

the five years in the period ending December 31, 2013 and thereafter are set forth in the table below. For purposes
of this table, it was assumed that the Amended $150,000 Subordinated Convertible Note remains outstanding in
accordance with its stated terms.

Subordinated
Year Ending December 31, Senior Debt Debt Total
2009-2013 ... o $ — $ — $ —
Thereafter ..................... 1,087,750 150,000 1,237,750
Total ..................... $1,087,750  $150,000  $1,237,750
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The Company’s senior and subordinated debt are recorded at historical amounts. At December 31, 2008, the
aggregate carrying value of the Company’s senior and subordinated debt ($1,237,750) exceeded fair value by
$354,382. At December 31, 2007, the carrying value of the Company’s senior and subordinated debt
approximated fair value. The fair value of the Company’s senior and subordinated debt was estimated using a
discounted cash flow analysis based on the Company’s current borrowing rates for similar types of borrowing
arrangements or based on market quotations where available.

The Lazard Group Credit Facility contains certain financial condition covenants. In addition, the Lazard
Group Credit Facility, the indenture and supplemental indentures relating to Lazard Group’s senior notes as well
as its Amended $150,000 Subordinated Convertible Note contain certain covenants (none of which relate to
financial condition), events of default and other customary provisions, including a customary make-whole
provision in the event of early redemption where applicable. As of December 31, 2008, the Company was in
compliance with all of these provisions. All of the Company’s senior and subordinated debt obligations are
unsecured.

As of December 31, 2008, the Company had approximately $229,000 in unused lines of credit available to
it, including approximately $57,000 of unused lines of credit available to LFB.

15. COMMITMENTS AND CONTINGENCIES

Leases—The Company leases office space and equipment under non-cancelable lease agreements, which
expire on various dates through 2022.

Occupancy lease agreements, in addition to base rentals, generally are subject to escalation provisions based
on certain costs incurred by the landlord. For the years ended December 31, 2008, 2007 and 2006, aggregate
rental expense relating to operating leases amounted to $74,558, $73,310 and $56,540, respectively, and is
included in “occupancy and equipment” or “technology and information services” on the consolidated statements
of operations, depending on the nature of the underlying asset. The Company subleases office space under
agreements, which expire on various dates through 2015. Sublease income from such agreements was $11,531,
$12,511 and $10,480 for the years ended December 31, 2008, 2007 and 2006, respectively.

Capital lease obligations recorded under sale/leaseback transactions are payable through 2017 at a weighted
average interest rate of approximately 6.13%. Such obligations are collateralized by certain buildings with a net
book value of approximately $27,458 and $29,496 at December 31, 2008 and 2007, respectively. The net book
value of all assets recorded under capital leases aggregated $30,089 and $29,741 at December 31, 2008 and 2007,
respectively.
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At December 31, 2008, minimum rental commitments under non-cancelable leases, net of sublease income,
are approximately as follows:

Minimum Rental Commitments

Year Ending December 31, Capital Operating
2000 . o $ 4,942 $ 67,651
20010 . e 3,466 57,876
20l 3,434 52,641
2002 3,067 39,268
200 3,035 25,655
Thereafter . ........ ... . . . .. 17,196 197,032
Total minimum lease payments ........................ 35,140 440,123
Less amount representing interest . . ... .................. 8,315

Present value of capital lease commitments ............... $26,825

Sublease proceeds . ......... i 45,062
Net lease payments .. .......oureineerneennennennnnn. $395,061

With respect to abandoned leased facilities in the U.K., at December 31, 2008 and 2007 the Company has
recognized liabilities of $9,522 and $26,991, respectively, exclusive of the indemnification described below,
which are included in “other liabilities” on the consolidated statements of financial condition. Payments toward
the liabilities continue through the remaining term of the leases. Such liabilities are based on the discounted
future commitment, net of expected sublease income.

Under the master separation agreement and a related lease indemnity agreement, dated as of May 10, 2005,
LFCM Holdings is obligated to indemnify Lazard Group for certain liabilities relating to abandoned leased space
in the U.K. During the fourth quarter of 2005, Lazard Group entered into an agreement with LFCM Holdings
which provided for LFCM Holdings to pay to Lazard Group $25,000 in full satisfaction of its indemnification
obligations with respect to the abandoned leased space. The net present value of the balance due at December 31,
2008 and 2007 of $4,085 and $7,037, respectively, after giving effect to payments received through the
respective dates, is included in “receivables - related parties” on the consolidated statements of financial
condition (see Note 20 of Notes to Consolidated Financial Statements). The balance at December 31, 2008 is due
based on a schedule of periodic payments through May 10, 2010.

Guarantees—On March 12, 2007, Lazard entered into an agreement to guarantee to a foreign tax jurisdiction
the deferred payment of certain income tax obligations and potential tax penalties of certain managing directors of
Lazard Group, which, as of December 31, 2008, aggregate to $16,910. These managing directors have pledged their
interests in LAZ-MD Holdings (which are exchangeable into shares of Class A common stock) and unsold shares of
Class A common stock received in exchange for such interests to collateralize such guarantee, with the value of
such collateral in each case exceeding the guarantee provided by Lazard.

In the normal course of business, LFB provides indemnifications to third parties to protect them in the event
of non-performance by its clients. At December 31, 2008, LFB had $10,799 of such indemnifications and held
$8.,355 of collateral/counter-guarantees to secure these commitments. The Company believes the likelihood of
loss with respect to these indemnities is remote. Accordingly, no liability is recorded in the consolidated
statement of financial condition.
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Private Equity Funding Commitments—At December 31, 2008, the principal commitments by the
Company for capital contributions to private equity investment funds, all of which are managed by LAI or
CP 11 MgmtCo., are set forth below:

Total Lazard Commitment (b)

Unfunded
Total Funding As of

Institutional Maximum Expiration December

w Commitment Commitment Date 31,2008

CP 1II (as adjusted in February, 2009 — see Note 10

ADOVE) .o $500,000 $50,000 2010 $19,029
Senior Housing .......... . ... 201,000 10,000 2009(a) 1,706
$701,000 $60,000 $20,735

(a) Under certain circumstances, $829 may be called at any time prior to the fund liquidation.

(b) The table above excludes other unfunded commitments by Lazard at December 31, 2008 of (i) $3,645 to
Company-sponsored private equity investment funds (including $2,564 in connection with the Company’s
compensation plans), which are contingent upon certain events and have no definitive final payment dates,
and (ii) with respect to Lazard Technology Partners III, a fund that has not been formed, for which Lazard
has a minimum and maximum commitment of $15,000 and $20,000, respectively, contingent upon the
formation of such fund.

Other Commitments—In the normal course of business, LFB enters into commitments to extend credit,
predominately at variable interest rates. The commitments have an expiration date and, once drawn upon, may
require the counterparty to post collateral depending on the counterparty’s creditworthiness. Outstanding
commitments at December 31, 2008 were $20,799. This amount may not represent future cash requirements as
commitments may expire without being drawn upon.

See Note 18 of Notes to Consolidated Financial Statements for information regarding obligations to fund
our pension plans in the U.K.

On January 24, 2008, Sapphire, a newly organized special purpose acquisition company formed by Lazard
Funding, completed an initial public offering which, prior to offering costs, raised $800,000 through the sale of
80,000,000 units at an offering price of $10.00 per unit (the “Sapphire IPO”). Each unit consists of one share of
Sapphire common stock and one warrant, with such warrant entitling the holder to purchase one share of
Sapphire common stock for $7.00. Sapphire was formed for the purpose of effecting a merger, capital stock
exchange, asset acquisition, stock purchase, reorganization or similar business combination with one or more
operating businesses primarily with general industrial companies in North America (collectively referred to as
the “Initial Business Combination™).

In connection with the formation of Sapphire, Lazard Funding purchased from Sapphire 15,144,000 units
(“Founders’ Units”) at a total cost of approximately $95. Each Founders® Unit consists of one share of Sapphire
common stock and one warrant, with such warrant entitling the holder to purchase one share of Sapphire
common stock for $7.50. On January 24, 2008, in connection with the Sapphire IPO, Lazard Funding purchased
(i) 5,000,000 units in the Sapphire IPO at a purchase price equal to the public offering price of $10.00 per unit
(for an aggregate purchase price of $50,000), and (ii) an aggregate of 12,500,000 warrants from Sapphire at a
price of $1.00 per warrant (for a total purchase price of $12,500). Furthermore, Lazard Funding entered into an
agreement with the underwriter to purchase, subsequent to the Sapphire IPO and prior to the closing of the Initial
Business Combination, up to an additional $37,500 worth of Sapphire common shares in open market purchases.
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In connection with the Sapphire IPO, and pursuant to certain rights afforded LFCM Holdings under the
business alliance agreement, Lazard Funding offered CP II the right, through the date of a public announcement
of the Initial Business Combination, to purchase from Lazard Funding, at a cost of $10.00 per unit, up to
2,000,000 Sapphire units (for an aggregate purchase price of up to $20,000).

Our investment in Sapphire is being accounted for using the equity method of accounting and is included in
“investments - other” on the accompanying consolidated statement of financial condition as of December 31,
2008.

See Notes 4 and 8 of Notes to Consolidated Financial Statements for information regarding commitments
relating to the LAM Merger and business acquisitions, respectively.

The Company has various other contractual commitments arising in the ordinary course of business. In the
opinion of management, the consummation of such commitments will not have a material adverse effect on the
Company’s consolidated financial position or results of operations.

Legal—The Company’s businesses, as well as the financial services industry generally, are subject to
extensive regulation throughout the world. The Company is involved from time to time in a number of judicial,
regulatory and arbitration proceedings and inquiries concerning matters arising in connection with the conduct of
our businesses, including proceedings initiated by former employees alleging wrongful termination. The
Company reviews such matters on a case-by-case basis and establishes any required reserves in accordance with
SFAS No. 5, “Accounting For Contingencies.” Management believes, based on currently available information,
that the results of such matters, in the aggregate, will not have a material adverse effect on its financial condition
but might be material to its operating results or cash flows for any particular period, depending upon the
operating results for such period.

On September 8, 2008, an action was commenced in the Federal District court for the Southern District of
New York by Leslie Dick Worldwide, Ltd. and Leslie Dick arising out of the bankruptcy of Conseco Inc. The
lawsuit named as defendants: George Soros, Soros Fund Management LL.C, SFM Management LL.C, Conseco
Inc., Vornado Realty Trust, German American Capital Corp., Deutsche Bank AG, EastDil Secured LLC, Harry
Macklowe, Fortress Investment Group LLC, Cerberus Capital Management, Kirkland & Ellis LLP, Fried, Frank,
Harris, Shriver & Jacobson LLP, Carmel Fifth LLC, 767 Manager LLC, Donald J. Trump and LENY. The
complaint alleged RICO and antitrust violations by defendants in connection with the sale of Conseco’s assets,
including the General Motors Building. Lazard moved to dismiss the lawsuit as being without merit and failing to
state any legally actionable claim against LENY. In response to the motions to dismiss by Lazard and other
defendants, on February 22, 2009, plaintiffs amended their complaint. The amended complaint does not contain
any claims against Lazard and Lazard is no longer named as a defendant in this action.

16. STOCKHOLDERS’ EQUITY (DEFICIENCY)

Pursuant to Lazard Group’s Operating Agreement, Lazard Group allocates and distributes to its members a
substantial portion of its distributable profits in three monthly installments, as soon as practicable after the end of
each fiscal year. Such installment distributions usually begin in February. In addition, other periodic distributions to
members included, as applicable, capital withdrawals, fixed return on members’ equity and income tax advances
made on behalf of members.
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At December 31, 2008 and 2007, Lazard Group common membership interests held by subsidiaries of
Lazard Ltd amounted to 62.4% and 48.3%, respectively, and by LAZ-MD Holdings amounted to 37.6% and
51.7%, respectively. Pursuant to provisions of its Operating Agreement, Lazard Group distributions in respect of
its common membership interests are allocated to the holders of such interests on a pro rata basis. Such
distributions represent amounts necessary to fund (i) any dividends Lazard Ltd may declare on its Class A
common stock and (ii) tax distributions in respect of income taxes that Lazard Ltd’s subsidiaries and the
members of LAZ-MD Holdings incur as a result of holding Lazard Group common membership interests. During
the years ended December 31, 2008, 2007 and 2006, Lazard Group distributed $20,694, $20,056 and $22,357,
respectively, to LAZ-MD Holdings and $23,056, $18,308 and $13,480, respectively, to the subsidiaries of Lazard
Ltd, which latter amounts were used by Lazard Ltd to pay dividends to third-party holders of its Class A common
stock. In addition, during the years ended December 31, 2008, 2007 and 2006, Lazard Group made tax
distributions of $83,358, $109,908 and $43,253, respectively, including $39,205, $60,334 and $26,968,
respectively, paid to LAZ-MD Holdings and $44,153, $49,574 and $16,285, respectively, paid to subsidiaries of
Lazard Ltd.

On January 27, 2009, the Board of Directors of Lazard Ltd declared a quarterly dividend of $0.10 per share on its
Class A common stock, totaling $7,629, payable on February 27, 2009 to stockholders of record on February 6, 2009.

Primary and Secondary Offerings—On December 6, 2006, Lazard Ltd closed an underwritten public
offering of additional shares of its Class A common stock. The offering was comprised of a primary offering (the
“2006 Primary Offering”) of 7,000,000 newly-issued shares by Lazard Ltd and a secondary offering (the “2006
Secondary Offering”) of 6,000,000 shares offered to the public by certain current and former managing directors
of Lazard and their permitted transferees (the “2006 Selling Shareholders’). The 6,000,000 shares offered in the
2006 Secondary Offering were also newly-issued shares of Class A common stock as a result of the 2006 Selling
Shareholders exchanging an equivalent amount of their common membership interests in Lazard Group (received
in exchange for their membership interests in LAZ-MD Holdings) for newly-issued shares of Class A common
stock. In addition, on December 6, 2006, in connection with the 2006 Primary Offering and 2006 Secondary
Offering, the underwriters exercised their over-allotment option to purchase an additional 1,050,400 newly-
issued shares of Class A common stock at the same price per share.

Lazard Ltd received net proceeds of $349,137 as the result of the 2006 Primary Offering, including the
exercise of the underwriters” over-allotment option, after estimated expenses of $2,800. Lazard Ltd did not
receive any net proceeds from the sales of common stock offered by the 2006 Selling Shareholders. Immediately
following the 2006 Primary Offering, Lazard Ltd and its subsidiaries received 8,050,400 additional Lazard Group
common membership interests in exchange for the net proceeds from the 2006 Primary Offering. In the 2006
Secondary Offering, Lazard Ltd and its subsidiaries received an additional 6,000,000 Lazard Group common
membership interests from the exchanging LAZ-MD members in exchange for the issuance to them of 6,000,000
Class A common shares. LAZ-MD members then sold those shares to the public.

As aresult of the 2006 offerings, Lazard Ltd’s ownership interest in Lazard Group increased from 37.7%
prior to the offerings to 47.9% subsequent thereto. Correspondingly, LAZ-MD Holdings’ ownership in Lazard
Group decreased from 62.3% prior to the offerings to 52.1% subsequent thereto.

Lazard Capital Markets LLC (“LCM”), a wholly-owned subsidiary of LFCM Holdings, was a member of the
underwriting group for both the 2006 Primary and Secondary Offerings, and, in such capacity, earned revenue, net of
estimated underwriting expenses, of $4,118. The business alliance agreement provides for Lazard Group to receive a
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referral fee equal to approximately half of the net revenue obtained by LCM in respect of any underwriting or
distribution opportunity referred to it by Lazard Group. In that connection, as of December 31, 2006, Lazard Group’s
consolidated statement of financial condition included a receivable from LFCM Holdings of $2,059, with the portion
of such amount relating to the 2006 Primary Offering of $1,180 being recorded as an increase to its members’ equity in
the fourth quarter of 2006 and the portion of such amount relating to the 2006 Secondary Offering of $879 being
recorded in “revenue-other” in such period. See Note 20 of Notes to Consolidated Financial Statements for additional
information regarding the business alliance agreement.

Pursuant to a Prospectus Supplement dated September 3, 2008, certain selling shareholders of Lazard Ltd
(which include current and former managing directors who hold LAZ-MD Holdings exchangeable interests and/
or Class A common stock) offered to sell 6,442,721 shares of Class A common stock pursuant to an underwriting
agreement and pricing agreement. Lazard Ltd did not receive any net proceeds from the sales of such Class A
common stock.

Pursuant to the underwriting agreement and the pricing agreement, the underwriters had the option to
purchase up to an additional 715,858 shares of Class A common stock (together with the offering of 6,442,721
shares of Class A common stock (the “2008 Secondary Offering”)) from the selling shareholders (the “2008
Selling Shareholders”). To the extent that this option was not exercised in full, Lazard Group agreed to separately
purchase from the 2008 Selling Shareholders, at the public offering price less the underwriting discount, all of
those shares covered by the option and not purchased pursuant to the option. Pursuant to that separate purchase
agreement, Lazard Group purchased 68,238 shares of Class A common stock for an aggregate cost of $2,430
($35.61 per share). In addition, pursuant to the underwriting agreement, Lazard Group also separately purchased
715,858 shares of Class A common stock from the 2008 Selling Shareholders for an aggregate cost of $25,493
($35.61 per share). The shares of Class A common stock described in this paragraph purchased by Lazard Group
were purchased as part of the share repurchase program described below. In the aggregate, the 2008 Selling
Shareholders sold a total of 7,874,437 shares of Class A common stock (including 1,472,906 shares of Class A
common stock previously exchanged for LAZ-MD Holdings exchangeable interests and 6,401,531 shares of
Class A common stock exchanged for LAZ-MD Holdings interests concurrently with the 2008 Secondary
Offering).

As a result of the 2008 offerings, Lazard Ltd’s ownership interest in Lazard Group increased from 56.8%
prior to the offerings to 62.0% subsequent thereto. Correspondingly, LAZ-MD Holdings’ ownership in Lazard
Group decreased from 43.2% prior to the offerings to 38.0% subsequent thereto.

See Note 7 of Notes to Consolidated Financial Statements for additional information regarding Lazard Ltd’s
and LAZ-MD Holdings’ ownership interests in Lazard Group.

LCM was a member of the underwriting group for the 2008 Secondary Offering, and, in such capacity,
earned revenue, net of estimated underwriting expenses, of approximately $1,852. Due to the referral
arrangement described above, as of December 31, 2008 Lazard Group had recorded a receivable from LCM of
approximately $926, and recognized a corresponding amount of income in “revenue-other.”

Exchange of Lazard Group Common Membership Interests—In addition to the exchanges that occurred in
connection with the 2008 Secondary Offering, on May 12, 2008, August 7, 2008 and November 7, 2008, Lazard
Ltd issued 2,321,909, 323,137 and 265,611 shares of Class A common stock, respectively, in connection with the
exchange of a like number of common membership interests of Lazard Group (received in exchange for their
membership interests in LAZ-MD Holdings).
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ESU Settlement—As described in more detail in Note 14 of Notes to Consolidated Financial Statements, on
May 15, 2008 the Company issued 14,582,750 shares of its Class A common stock in connection with the
settlement of the purchase contracts related to the ESUSs.

Share-Based Incentive Plan Awards

A description of Lazard Ltd’s Equity Incentive Plan, and 2008 Incentive Compensation Plan (the “2008 Plan”)
and activity with respect thereto during the years ended December 31, 2008, 2007 and 2006, is presented below.

Shares Available Under the Equity Incentive Plan and 2008 Plan

The Equity Incentive Plan authorizes the issuance of up to 25,000,000 shares of Class A common stock
pursuant to the grant or exercise of stock options, stock appreciation rights, restricted stock, stock units and other
equity-based awards. Each stock unit granted under the Equity Incentive Plan represents a contingent right to
receive one share of Class A common stock, at no cost to the recipient. The fair value of such stock unit awards
is determined based on the closing market price of Lazard Ltd’s Class A common stock at the date of grant.

In addition to the shares available under the Equity Incentive Plan, additional shares of Class A common
stock are available under the 2008 Plan, which was approved by the stockholders of Lazard Ltd on May 6, 2008.
The maximum number of shares available under the 2008 Plan is based on a formula that limits the aggregate
number of shares that may, at any time, be subject to awards that are considered “outstanding” under the 2008
Plan to 30% of the then-outstanding shares of Class A common stock of Lazard Ltd (treating, for this purpose,
the then-outstanding exchangeable interests of LAZ-MD Holdings on a “fully-exchanged” basis as described in
the Equity Incentive Plan).

Restricted Stock Unit Grants (“RSUs”)

RSUs require future service as a condition for the delivery of the underlying shares of Class A common stock and
convert into Class A common stock on a one-for-one basis after the stipulated vesting periods. The grant date fair value
of the RSUs, net of an estimated forfeiture rate, is amortized over the vesting periods or requisite service periods as
required under SFAS No. 123(R), and, for purposes of calculating diluted net income per share, are included in the
diluted weighted average shares of Class A common stock outstanding using the treasury stock method. Expense
relating to RSUs is charged to “compensation and benefits”” expense within the consolidated statements of operations,
and amounted to $234,602, $104,765 and $22,995 for the years ended December 31, 2008, 2007 and 2006,
respectively. RSU’s issued subsequent to December 31, 2005 generally include a dividend participation right that
provides that during vesting periods each RSU is attributed additional RSUs (or fractions thereof) equivalent to any
ordinary quarterly dividends paid on Class A common stock during such period. During the years ended December 31,
2008, 2007 and 2006, dividend participation rights required the issuance of 208,596, 55,836 and 22,467 RSUs,
respectively, and resulted in a charge to “retained earnings” and a credit to “additional paid-in-capital,” net of estimated
forfeitures, of $7,211, $2,570 and $883, during the respective periods.

During the year ended December 31, 2008, 763,335 RSUs vested. In connection therewith, and after considering
the withholding tax obligations pertaining thereto, 639,016 shares of Class A common stock held by Lazard Group
were delivered.

Deferred Stock Unit Grants (“DSUs”)

Non-executive members of the Board of Directors receive approximately 55% of their annual compensation
for service on the Board of Directors and its committees in the form of DSUs which amounted to 28,090, 12,459,
and 12,320 DSUs granted during the years ended December 31, 2008, 2007 and 2006, respectively. Their
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remaining compensation is payable in cash, which they may elect to receive in the form of additional DSUs
under the Directors’ Fee Deferral Unit Plan described below. DSUs are convertible into Class A common stock
at the time of cessation of service to the Board. The DSUs include a cash dividend participation right equivalent
to any ordinary quarterly dividends paid on Class A common stock resulting in nominal cash payments for the
years ended December 31, 2008, 2007 and 2006. DSU awards are expensed at their fair value on their date of
grant, which, inclusive of amounts related to the Directors’ Fee Deferral Unit Plan, totaled $1,331, $821 and
$549 during the years ended December 31, 2008, 2007 and 2006, respectively.

On May 9, 2006, the Board of Directors adopted the Directors’ Fee Deferral Unit Plan, which allows the
Company’s Non-Executive Directors to elect to receive additional DSUs pursuant to the Equity Incentive Plan in
lieu of some or all of their cash fees. The number of DSUs that shall be granted to a Non-Executive Director
pursuant to this election will equal the value of cash fees that the applicable Non-Executive Director has elected
to forego pursuant to such election, divided by the market value of a share of Class A common stock on the date
on which the foregone cash fees would otherwise have been paid. During the years ended December 31, 2008,
2007 and 2006, 7,694, 3,161 and 1,070 DSUs, respectively, had been granted pursuant such Plan.

The following is a summary of activity relating to RSUs and DSUs during the three-year period ended
December 31, 2008:

RSUs DSUs
Weighted Weighted
Average Average
Grant Date Grant Date
Units Fair Value Units Fair Value
Balance, January 1,2006 ......... . ... . ... i, 1,033,733 $23.87 9,968 $25.33
Granted (including 22,467 RSUs relating to dividend
participation) ... ... 3,133,712 $34.96 13,390 $41.02
Forfeited . ... ... (158,063) $34.04 — —
Vested/Converted . ... ...t — — (3,668) $26.89
Balance, December 31,2006 .............. . ... .. ... . ... 4,009,382 $32.13 19,690 $35.71
Granted (including 55,836 RSUs relating to dividend
participation) . ...........i.i e 5,873,905 $49.28 15,620 $52.55
Forfeited . ... ... (294,145) $40.36 — —
Vested/Converted .. ...t (81,207) $47.15 — —
Balance, December 31,2007 ... ... ... .. 9,507,935 $42.35 35310 $43.16
Granted (including 208,596 RSUs relating to dividend
Participation) ... ... ... 14,032,621 $37.02 35,784 $37.19
Forfeited ......... .. .. . (635,753) $40.40 — —
Vested/Converted . ............ .. ... (763,335) $37.90 (5,838) $38.28
Balance, December 31,2008 .......... ... ... ... . .... 22,141,468 $39.17 65,256 $40.32

As of December 31, 2008, unrecognized RSU compensation expense, adjusted for estimated forfeitures, was
approximately $457,839, with such unrecognized compensation expense expected to be recognized over a weighted
average period of approximately 2.2 years subsequent to December 31, 2008 (exclusive of the acceleration of
unrecognized RSU compensation expense included within the compensation and benefits expense charge related to the
Company’s workforce reductions and realignments announced in February, 2009 (see Note 23 of Notes to
Consolidated Financial Statements)). The ultimate amount of such expense is dependent upon the actual number of
RSUs that vest. The Company periodically assesses the forfeiture rates used for such estimates. A change in estimated
forfeiture rates would cause the aggregate amount of compensation expense recognized in future periods to differ from
the estimated unrecognized compensation expense described herein.
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Incentive Awards Granted In February, 2009

In February, 2009, the Company granted 6,512,301 RSUs to eligible employees that vest on March 1, 2013,
and had a fair value on the date of grant of $31.17 per RSU. A portion of the incentive awards also included a
deferred cash component aggregating $147,206, which vests over a maximum four-year period. Such deferred
cash awards vest and are payable $48,048 on November 30, 2009, $35,157 on each of November 30, 2010 and
February 28, 2012 and $28,844 on February 28, 2013. Payments are subject to the employee meeting the vesting
requirements, and, except for the November 30, 2009 payment, earn interest at an annual rate of 5%. The
compensation expense with respect to the RSU and deferred cash component awards, net of estimated forfeitures,
will be recognized over weighted average periods of 4.0 and 2.2 years, respectively.

Share Repurchase Program

The Board of Directors of Lazard Ltd has authorized, on a cumulative basis, the repurchase of up to
$500,000 in aggregate cost of its Class A common stock and Lazard Group common membership interests
through December 31, 2009. The Company expects that the share repurchase program, with respect to the Class
A common stock, will be used primarily to offset a portion of the shares that have been or will be issued under
the Equity Incentive Plan and the 2008 Plan. Purchases may be made in the open market or through privately
negotiated transactions. During the year ended December 31, 2008 (including the shares purchased separately
from, but in connection with, the 2008 Secondary Offering described above), Lazard Group purchased 8,308,170
shares of Class A common stock at an average price of $33.35 per share and 71,852 Lazard Group common
membership interests at an average price of $35.61 per common membership interest. During the years ended
December 31, 2007 and 2006, Lazard Group purchased 1,678,600 and 115,000 shares, respectively, of Class A
common stock in the open market for an aggregate cost of $68,052 and $4,179, respectively (at average purchase
prices of $40.54 per share and $36.34 per share, respectively). As a result of Lazard Group’s delivery of 644,854
shares and 80,754 shares for the settlement of vested RSUs and DSUs during the years ended December 31, 2008
and 2007, respectively, there were 9,376,162 shares of Class A common stock held by Lazard Group at
December 31, 2008. Such Class A common shares are reported, at cost, as “Class A common stock held by a
subsidiary” on the consolidated statements of financial condition. Furthermore, pursuant to the share repurchase
program, during the year ended December 31, 2007 Lazard Group purchased 583,899 common membership
interests from LAZ-MD Holdings in privately negotiated transactions with an aggregate cost of $21,840 ($37.40
per common membership interest).

As of December 31, 2008, $126,306 of the initial $500,000 repurchase authorization remained available under the
share repurchase program.

Preferred Stock

Lazard Ltd has 15,000,000 authorized shares of preferred stock, par value $0.01 per share, inclusive of its
Series A preferred stock and Series B preferred stock. As of December 31, 2008 and 2007, 31,745 and 36,607
shares of Series A preferred stock were outstanding, respectively. As of December 31, 2007, 277 shares of Series
B preferred stock were outstanding. As of December 31, 2008, all 277 shares of Series B preferred stock and
4,862 shares of Series A preferred stock have been converted into Class A common stock. Such preferred shares
were issued in connection with the acquisition of CWC as described in Note 8 of Notes to the Consolidated
Financial Statements. These shares of preferred stock have no voting or dividend rights.

At December 31, 2008, 7,293 of the Series A preferred shares outstanding were convertible into shares of
Class A common stock. At December 31, 2007, the 277 shares of Series B preferred stock and 12,155 shares of
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the Series A preferred stock outstanding were convertible into shares of Class A common stock. The remaining
24,452 shares of Series A preferred stock outstanding at December 31, 2008 and December 31, 2007 may be
convertible into shares of Class A common stock upon completion or satisfaction of specified obligations in the
CWC acquisition agreement.

The initial conversion rate, at the time of the acquisition was 100 shares of Class A common stock to one share
of Series A or Series B preferred stock, with the ultimate conversion rate dependent on certain variables, including
the value of the Class A common stock, as defined, and the currency exchange rate on the date of conversion.

The Series A preferred stock and Series B preferred stock have been issued pursuant to Section 4(2) of the
Securities Act and Regulation S thereunder.

Accumulated Other Comprehensive Income (Loss), Net of Tax

The components of “accumulated other comprehensive income (loss), net of tax”” at December 31, 2008 and
2007 are as follows:

December 31,

2008 2007

Currency translation adjustments . ... ......... ..ttt $ (30,955) $121,280
Interest rate hedge ... ... ... (6,851) (8,097)
Net unrealized loss on available-for-sale securities . ... ........... ... ... .......... (41,512) (670)
Employee benefit plans ... ........ .. (45,745)  (60,022)
SUD-tOtal . ..o (125,063) 52,491
Less portion allocated to LAZ-MD Holdings minority interest (see Note 7) ........... 45,628 —
Accumulated other comprehensive income (loss), netof tax ....................... $ (79,435) $ 52,491

17. NET INCOME PER SHARE OF CLASS A COMMON STOCK

The Company’s basic and diluted net income per share calculations for the years ended December 31, 2008,
2007 and 2006 are computed as described below.

Basic Net Income Per Share

Numerator—utilizes net income for the years ended December 31, 2008, 2007 and 2006, plus applicable
adjustments to net income for such years associated with the inclusion of shares of Class A common stock
issuable in connection with both the LAM Merger and business acquisitions, as described in Notes 4 and 8,
respectively, of Notes to Consolidated Financial Statements.

Denominator—utilizes the weighted average number of shares of Class A common stock outstanding for the
years ended December 31, 2008, 2007 and 2006, plus applicable adjustments to the weighted average number of
shares of Class A common stock outstanding for such years associated with shares of Class A common stock
issuable in connection with the LAM Merger and business acquisitions.

Diluted Net Income Per Share

Numerator—utilizes net income for the years ended December 31, 2008, 2007 and 2006 as in the basic net
income per share calculation described above, plus, to the extent applicable and dilutive, (i) interest expense on
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convertible debt and the ESUs, (ii) changes in minority interest in net income (loss) resulting from assumed share
issuances in connection with DSUs, RSUs, ESUs, convertible debt, convertible preferred stock and, on an “as-if-
exchanged” basis, amounts applicable to LAZ-MD Holdings exchangeable interests and (iii) income tax related
to (i) and (ii) above.

Denominator—utilizes the weighted average number of shares of Class A common stock outstanding for the
years ended December 31, 2008, 2007 and 2006 as in the basic net income per share calculation described above,
plus, to the extent dilutive, the incremental number of shares of Class A common stock to settle DSU and RSU
awards, ESUs, convertible debt, convertible preferred stock and LAZ-MD Holdings exchangeable interests,
using the treasury stock method, the “if converted” method or the “as-if-exchanged” method, as applicable.

The calculations of the Company’s basic and diluted net income per share and weighted average shares
outstanding for the years ended December 31, 2008, 2007 and 2006 are presented below:

Year Ended December 31,
2008 2007 2006
NELINCOME . . . v ettt et ettt et et $3,138 $155,042 $92,985
Add — adjustment associated with Class A common stock issuable
relating to the LAM Merger and business acquisitions . .......... 484 678 —
Netincome — basiC . ... ..ottt 3,622 155,720 92,985
Add — dilutive effect of:
Adjustments to income relating to interest expense and changes in
minority interest in net income (loss) resulting from assumed
share issuances in connection with DSUs, RSUs, ESUs,
convertible debt and convertible preferred stock, net of tax . ... — 17,623 8,835
Netincome —diluted . ......... ... i $3,622 $173,343 $101,820
Weighted average number of shares of Class A common stock
OULStANAING . ..ot 59,178,407 50,875,372 38,432,815
Add — adjustment for shares of Class A common Stock issuable
relating to the LAM Merger and business acquisitions . ........... 1,696,327 310,267 —
Weighted average number of shares of Class A common stock
outstanding — basic . ... 60,874,734 51,185,639 38,432,815
Add — dilutive effect of:
Weighted average number of incremental shares issuable from
DSUs, RSUs, ESUs, convertible debt and convertible preferred
SEOCK . oo — 11,026,978 5,733,316
Weighted average number of shares of Class A common stock
outstanding — diluted .......... ... . 60,874,734 62,212,617 44,166,131
Net income per share of Class A common stock:
BasiC .. $0.06 $3.04 $2.42
Diluted . ... $0.06 $2.79 $2.31

For the years ended December 31, 2008, 2007 and 2006, the LAZ-MD Holdings exchangeable interests
were antidilutive (and consequently the effect of their conversion into shares of Class A common stock has been
excluded from the calculation of diluted net income per share).
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18. EMPLOYEE BENEFIT PLANS

The Company, through its subsidiaries, provides retirement and other post-employment benefits to certain
of its employees through defined contribution and defined benefit pension plans and other post-retirement benefit
plans. The Company has the right to amend or terminate its benefit plans at any time subject to the terms of such
plans. Expenses (benefits) related to the Company’s employee benefit plans are included in “compensation and
benefits” expense on the consolidated statements of operations. The Company uses December 31 as the
measurement date for its employee benefit plans.

In September 2006, the FASB issued SFAS No. 158, “Employers’ Accounting for Defined Benefit Pension
and Other Post-Retirement Plans, an amendment of FASB Statements No. 87, 88, 106 and 132(R)” (“SFAS No.
158”), which the Company adopted as of December 31, 2006. In accordance with SFAS No. 158, the Company
recognized, in its consolidated statement of financial condition at December 31, 2006, the funded status of its
defined benefit pension and other post-retirement benefit plans, as measured by the difference between the fair
value of the plan assets and the corresponding benefit obligations. Additionally, pursuant to SFAS No. 158,
actuarial gains and losses and prior service costs and credits that arise during the year are to be recognized in
accumulated other comprehensive income (loss), net of tax, to the extent such items are not recognized in
earnings as a component of net periodic benefit cost (credit).

The Company’s pension and post-retirement benefits plans are described below.

LFNY Defined Benefit Pension Plans and Post-Retirement Benefit Plan—ILFNY has two non-contributory
defined benefit pension plans—the Employees’ Pension Plan (“EPP”), which provides benefits to participants based
on certain averages of compensation, as defined, and the Employees’ Pension Plan Supplement (“EPPS”), which
provides benefits to certain employees whose compensation exceeds a defined threshold. It is LFNY’s policy to
fund EPP to meet the minimum funding standard as prescribed by the Employee Retirement Income Security Act of
1974 (“ERISA”). EPPS is a non-qualified supplemental plan that was unfunded at December 31, 2008. LENY
utilizes the “projected unit credit” actuarial method for financial reporting purposes.

Effective as of January 31, 2005, the EPP and EPPS were amended to cease future benefit accruals and future
participation. As a result of such amendment, active participants continue to receive credit for service completed after
January 31, 2005 for purposes of vesting; however, future service does not count for purposes of future benefit accruals
under these plans. Vested benefits for active participants as of January 31, 2005 have been retained.

LFNY Post-Retirement Medical Plan—LFNY also has a non-funded contributory post-retirement medical
plan (the “Medical Plan”) covering qualifying employees. The Medical Plan pays stated percentages of most
necessary medical expenses incurred by retirees, after subtracting payments by Medicare or other providers and
after stated deductibles have been met. Participants become eligible for benefits if they retire from the Company
after reaching age 62 and completing 10 years of service.

Effective January 1, 2005, post-retirement health care benefits are no longer offered to those managing
directors and employees hired on or after the effective date and for those managing directors and employees
hired before the effective date who attain the age of 40 after December 31, 2005. In addition, effective January 1,
2006, the cost sharing policy changed for those who qualify for the benefit. LENY amended the Medical Plan
effective January 1, 2008, such that employees and managing directors who meet the Medical Plan’s age and
service requirements have the ability, upon retirement, to elect to purchase medical coverage through the Medical
Plan at no cost to LFNY.
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Settlement Transactions Relating to LFNY’s EPP, EPPS and Medical Plan—During the years ended
December 31, 2008 and 2006, the Company recognized settlement losses of $1,041 and $1,139, respectively,
attributable to settlements with pension plan participants who elected lump sum payments upon their retirement
or discontinuation of service to the Company. Additionally, during the year ended December 31, 2006, the
Company recognized a settlement loss of $303 as a result of settlement of post-retirement medical plan
obligations associated with employees of the separated business. The losses described herein were included in
“compensation and benefits” expense on the consolidated statements of operations.

LCH Defined Benefit Pension Plans—I.CH has two defined benefit pension plans and utilizes the
“projected unit credit” actuarial method for financial reporting purposes. Effective March 31, 2006, the LCH
pension plans were amended to cease future accruals. As a result of such amendment, future service and
compensation increases will not be taken into account for purposes of future benefit accruals under the plans.
Vested benefits for active participants as of March 31, 2006 were retained.

Termination of LCH’s Post-Retirement Medical Plan—In April 2004, LCH announced a plan to terminate
its post-retirement medical plan. As a result of such action, benefits available to eligible active employees and
retirees ceased on February 28, 2007. In accordance with SFAS No. 106, “Employers’ Accounting for Post-
Retirement Benefits Other Than Pensions,” the Company recognized the effect of such termination as a reduction
of employee compensation and benefits expense over the period ending February, 2007. For the years ended
December 31, 2008, 2007 and 2006, “compensation and benefits” expense on the consolidated statements of
operations was reduced by $146, $1,695 and $9,515, respectively, related to the effect of such termination.

Employer Contributions and Indemnities from LFCM Holdings—As of December 31, 2005, Lazard Group’s
principal U.K. pension plans had a combined deficit of approximately $46,800 (or approximately 27.2 million
British pounds). This deficit would ordinarily be funded over time. In the third quarter of 2005, agreements were
executed between Lazard Group and the trustees of such pension plans dealing with a plan for the future funding of
the deficit. As part of the separation, the Company made a contribution to LFCM Holdings of $55,000 in connection
with the provision by LFCM Holdings of support relating to U.K. pension liabilities and other indemnities. During
the years ended December 31, 2008, 2007 and 2006, contributions of approximately $16,200, $16,400 and $30,500
respectively (equaling 8.2 million British pounds, 8.2 million British pounds and 16.4 million British pounds for the
years ended December 31, 2008, 2007 and 2006, respectively) were made to the Company’s defined benefit pension
plans in the U.K., of which 15.0 million British pounds were reimbursed by LFCM Holdings for the year ended
December 31, 2006, with such reimbursement by LFCM Holdings, combined with a reimbursement for the year
ended December 31, 2005, in full satisfaction of their obligation of support described above. At December 31, 2008,
the U.K. pension plans had a combined surplus of $39,589.

The Company is contingently obligated to make further contributions to the pension plans depending on the
cumulative performance of the plans’ assets against specific benchmarks as measured on June 1, 2009 (the
“measurement date”) and June 1, 2010 (the “remeasurement date’). Any liability, as determined on the
measurement date, would be funded over four years in equal monthly installments and will be subject to further
adjustment on the remeasurement date. Any remaining liability as of the remeasurement date will be payable
over the subsequent four years in equal monthly installments. The estimated liability related to the cumulative
underperformance as of December 31, 2008, if such date had been the measurement date of the plans’ assets,
would amount to approximately $26,400.
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The following table summarizes LFNY’s and LCH’s benefit obligations, the fair value of the assets, the
funded status and amounts recognized in the consolidated statements of financial condition at December 31, 2008
and 2007:

Pension Pension Plan Post-Retirement
Plans Supplement Medical Plans
December 31, December 31, December 31,
2008 2007 2008 2007 2008 2007
Change in benefit obligation
Benefit obligation at beginning of year .......... $ 552,942 $532,129 $ 1,008 $ 1,102 $ 6,977 $10,303
Service CoSt ... ... 117 165
Interest cost . ... ... .. 28,921 27,368 66 58 412 435
Amendments ................ ... ... ... ... (146) (1,700)
Actuarial (gain) loss .. ........... ... ... ... (50,363) 2,552 47 (130) (139) (1,631)
Benefitspaid ......... ... ... ... .. ... (18,689) (20,958) (16) (22) (432) (643)
Foreign currency translation adjustment ......... (146,127) 11,851 (55) 48
Benefit obligation atend of year ............... 366,684 552,942 1,105 1,008 6,734 6,977
Change in plan assets
Fair value of plan assets at beginning of year ..... 574,194 535,168
Actual return on plan assets . .................. (26,004) 31,592
Employer contributions ...................... 16,192 16,409 16 22 432 643
Benefitspaid ............. ... .. .. .. .. ... ... (18,689) (20,958) (16) (22) (432) (643)
Foreign currency translation adjustment ......... (145,329) 11,983
Fair value of plan assets atend of year .......... 400,364 574,194 — — — —
Funded surplus (deficit) at end of year .......... $ 33,680 $ 21,252 $(1,105) $(1,008) $(6,734) $(6,977)
Amounts recognized in the consolidated statements
of financial condition consist of:
Prepaid pension asset (included in “other
ASSEES) .+ ot $ 39,589 $ 21,252
Accrued benefit liability (included in “other
liabilities™) ......... .. ... ... ... (5,909) $(1,105) $(1,008) $(6,734) $(6,977)
Net amount recognized ...................... $ 33,680 $ 21,252 $(1,105) $(1,008) $(6,734) $(6,977)
Amounts recognized in “accumulated other
comprehensive (income) loss” (excluding tax
charge of $3,196 and $356 at December 31,
2008 and 2007, respectively) consist of:
Actuarial net (gain) loss . ................. $ 44,048 $ 62,368 $ (68)$ (115 $ 973 $ 1,199
Prior servicecredit . ..................... (2,404) (3,786)
Net amount recognized ...................... $ 44,048 $ 62,368 $ (68) $ (115) $(1,431) $(2,587)
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The following table summarizes the fair value of plan assets, the accumulated benefit obligation and the
projected benefit obligation at December 31, 2008 and 2007:

LFNY Pension Plans LCH Pension Plans

As Of December 31, As Of December 31, Total
2008 2007 2008 2007 2008 2007
Fair value of plan assets ...................oooouun.. $20,332  $27,962 $380,032 $546,232 $400,364 $574,194
Accumulated benefit obligation ...................... $26,241 $24,334 $340,443 $528,608 $366,684 $552,942
Projected benefit obligation ........... ... .. ... ... ... $26,241 $24,334 $340,443 $528,608 $366,684 $552,942

The following table summarizes the components of benefit costs, the return on plan assets, benefits paid,
contributions and other amounts recognized in “accumulated other comprehensive income (loss), net of tax” for the
years ended December 31, 2008, 2007 and 2006 for LENY and LCH:

Pension Plans Pension Plan Supplement Post-Retirement Medical Plans
For The Years Ended For The Years Ended For The Years Ended
December 31, December 31, December 31,
2008 2007 2006 2008 2007 2006 2008 2007 2006
Components of net periodic benefit cost
(credit):
Service cost ........ .. $ 1,595 $ 117 $ 165 $ 134
Interestcost . ............ .. ... .. $28921 $27368 24815 $66 $ 58 $ 62 412 435 362
Expected return on plan assets . ..... (33,451) (33,579) (29,027)
Amortization of:
Prior service credit ............. (1,382)  (1,382) (1,382)
Net actuarial loss . .............. 376 379 1,796 87 584 283
Net periodic benefit cost (credit) ...... (4,154) (5,832) (821) 66 58 62 (766) (198) (603)
Settlements (curtailments) . ........... 1,041 1,139 @) (146) (1,695) (9,212)
Total benefit cost (credit) ............ $ 3,113) $ (5.832)$ 318 $66 $ 58 $55 $ (912) $(1,893) $(9,815)
Actual return on plan assets . ......... $(26,004) $ 31,592 $ 31,432
Employer contributions . ............. $16,192 $16,409 $32,673 $ 16 $ 22 $128 $ 432 $ 643 $ 1,380
Benefitspaid ................. ... .. $ 18,689 $20,958 $28272 $ 16 $ 22 $128 §$ 432 $ 643 $1,380
Other changes in plan assets and benefit
obligations recognized in
“accumulated other comprehensive
(income) loss” (excluding tax charge
(benefit) of $2,840 and $(478) during
the years ended December 31, 2008
and 2007, respectively):
Net actuarial (gain) loss ......... $ (1,533) $ 4,540 $ 47 $(130) $ (139) $(1,631)
Reclassification of prior service
credit to earnings . ............ 1,382 1,382
Reclassification of actuarial (gain)
loss to earnings .............. (1,418) (379) 87) (584)
Currency translation adjustment ... (15,369) 1,139
Total recognized in other comprehensive
income (10SS) .. .........covuun... $(18,320) $ 5,300 $ 47 $(130) $ 1,156 $ (833)
Net amount recognized in total periodic
benefit cost and other comprehensive
income (10SS) .. .........covuin... $(21,433) $ (532) $113 $ (72) $ 244 $(2,720)

121



LAZARD LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollars in thousands, except for per share data, unless otherwise noted)

The amounts in “accumulated other comprehensive income (loss), net of tax’” on the consolidated statement
of financial condition as of December 31, 2008 that are expected to be recognized as components of net periodic
benefit cost (credit) for the year ending December 31, 2009 are as follows:

Post-
Retirement
Pension  Pension Plan Medical
Plans Supplement Plans Total
Prior SErvice Credit ... ..vvve et $ — $ — $(1,382) $(1,382)
Net actuarial (gain) 10SS .. ... .ottt $1,359 $ — $ 110 $ 1,469

The assumptions used to develop actuarial present value of the projected benefit obligation and net periodic
pension cost are set forth below:

Post-Retirement

Pension Plans Pension Plan Supplement Medical Plans
As Of Or For the Years Ended As Of Or For the Years Ended As Of Or For the Years Ended
December 31, December 31, December 31,

2008 2007 2006 2008 2007 2006 2008 2007 2006

Weighted average assumptions
used to determine benefit

obligations:
Discountrate .......... 6.2% 5.8% 4.8% 5.8% 6.5% 55% 5.8% 6.5%  5.5%

Weighted average assumptions
used to determine net
periodic benefit cost:
Discountrate .......... 5.8% 5.1% 5.2% 6.5% 5.5% 55% 6.5% 55%  5.5%
Expected long-term rate
of return on plan
assets ............ .. 6.3% 6.1% 6.1%

Healthcare cost trend rates
used to determine net
periodic benefit cost:

Initial ................ 9.0% 10.0% 8.0%
Ultimate ............. 6.0% 6.0% 6.0%
Year ultimate trend rate

achieved ........... 2014 2011 2008

Generally, the Company determined the discount rates for its defined benefit plans by utilizing indices for
long-term, high-quality bonds and ensuring that the discount rate does not exceed the yield reported for those
indices after adjustment for the duration of the plans’ liabilities.

In selecting the expected long-term rate of return on plan assets, the Company considered the average rate of
earnings expected on the funds invested or to be invested to provide for the benefits of the plan, giving
consideration to expected returns on different asset classes held by the plans in light of prevailing economic
conditions as well as historic returns. This basis is consistent for all years presented.
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The assumed cost of healthcare has an effect on the amounts reported for the Company’s post-retirement
plans. A 1% change in the assumed healthcare cost trend rate would increase (decrease) our cost and obligation
as follows:

1% Increase 1% Decrease

2008 2007 2008 2007
COSt ot $63 $8 $ (53 $ (63
Oblgation . . ..ot $805 $791  $(688) $(678)

Expected Benefit Payments—The following table summarizes the expected benefit payments for the
Company’s plans for each of the next five fiscal years and in the aggregate for the five fiscal years thereafter:

Pension Pension Plan  Post-Retirement
Plans Supplement Medical Plans

2009 .. $ 13212 $123 $ 374
2010 . 15,727 55 411
2000 L 16,668 137 435
2002 16,715 98 488
2003 18,609 35 529
2014-2018 . o 111,729 360 2,575

Plan Assets—The Company’s weighted-average asset allocations relating to the Company’s pension plans
at December 31, 2008 and 2007, by asset category, are as follows:

December 31,

2008 2007
Asset Category
EqUity SECUTIIHES . . . o oottt ettt e e e e 38% 42%
Debt SECUITLIES . ..\ ottt e e 61 55
Other (includes cash, annuities and accrued dividends) .. .......................... 13
TOtal . 100% 100%

Investment Policies and Strategies—The primary investment goal is to ensure that the plans remain well
funded, taking account of the likely future risks to investment returns and contributions. As a result, a portfolio of
assets is maintained with appropriate liquidity and diversification that can be expected to generate long-term
future returns that minimize the long-term costs of the pension plan without exposing the trust to an unacceptable
risk of under-funding. The Company’s likely future ability to pay such contributions as are required to maintain
the funded status of the plans over a reasonable time period is considered when determining the level of risk that
is appropriate.

Defined Contribution Plans—Pursuant to certain matching contributions by the Company, LFNY and LCH
contribute to employer sponsored defined contribution plans. Such contributions amounted to $10,316, $9,294
and $7,944 for the years ended December 31, 2008, 2007 and 2006, respectively, which are included in
“compensation and benefits” expense on the consolidated statements of operations. Effective April 1, 2006, the
LCH defined contribution plan was amended to provide benefits to substantially all its employees who were
previously covered under the LCH defined benefit pension plans.
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19. INCOME TAXES

The Company’s provisions for income taxes for the years ended December 31, 2008, 2007 and 2006 was
$25,379, $80,616 and $68,812, respectively, representing effective tax rates on operating income of 101.0%,
19.3% and 21.0%, respectively. Excluding the impact of the LAM Merger in the third quarter of 2008 (see Note
4 of Notes to Consolidated Financial Statements), which served to reduce operating income by $199,550 and
includes an income tax benefit of $7,427, the Company’s effective tax rate on operating income for the year
ended December 31, 2008 was 14.6%. The effective tax rates above, after excluding the impact of the LAM
Merger in 2008, are blended rates comprised of (i) Lazard Ltd’s effective tax rates of 23.0%, 25.0% and 28.0%
for the years ended December 31, 2008, 2007 and 2006, respectively, related to its ownership interest in Lazard
Group’s operating income (excluding its applicable share of LAM GP related gains and losses, and including the
effects of the provision for the tax receivable agreement described below) and (ii) Lazard Group’s effective tax
rates of 15.4%, 20.4% and 19.3% for the years ended December 31, 2008, 2007 and 2006, respectively,
applicable to the ownership interest in Lazard Group not held by Lazard Ltd.

With respect to Lazard Ltd’s ownership interest in Lazard Group, the difference between the U.S. federal
statutory rate of 35.0% and the effective tax rates described above for the years ended December 31, 2008, 2007
and 2006, principally relates to (i) foreign source income not subject to U.S. income taxes, (ii) the release of a
valuation allowance associated with the amortization of the tax basis step-up resulting from the Company’s
separation and recapitalization that occurred in May, 2005 and from the exchange of LAZ-MD Holdings
exchangeable interests for shares of Class A common stock in connection with the 2006 and 2008 Secondary
Offerings and (iii) U.S. state and local taxes, which are incremental to the U.S. federal statutory tax rate, partially
offsetting (i) and (ii) above.

With respect to the ownership interests in Lazard Group not held by Lazard Ltd, while a portion of Lazard
Group’s income is subject to U.S. federal income taxes, the principal difference between the U.S. federal
statutory tax rate of 35.0% and Lazard Group’s effective tax rates is due to Lazard Group primarily operating in
the U.S. as a limited liability company that is treated as a partnership for U.S. federal income tax purposes. As a
result, Lazard Group’s income from its U.S. operations is generally not subject to U.S. federal income taxes
because taxes associated with such income represent obligations of the individual partners. Lazard Group,
however, is subject to UBT which is attributable to Lazard Group’s operations apportioned to New York City.
UBT is incremental to the U.S. federal statutory tax rate. Outside the U.S., Lazard Group operates principally
through subsidiary corporations that are subject to local income taxes.

The components of the Company’s provision for income taxes for the years ended December 31, 2008, 2007

and 2006, and a reconciliation of the U.S. federal statutory income tax rate to the Company’s effective tax rates
for such periods are shown below.
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Income taxes for the years ended December 31, 2008, 2007 and 2006 consist of the following:

Year Ended December 31,
2008 2007 2006

Current expense:

Federal ....... ... ... ... . . . . . . . $12,386 $ 2,709 $ 2,836

Foreign ....... .. 37,675 84,175 65,229

State and local (primarily UBT) ................... 6,970 10,123 5,037
Totalcurrent . ... . 57,031 97,007 73,102
Deferred expense (benefit):

Federal ...... ... .. ... . . . . . (14,393) (9,392) —

Foreign ...... ... (17,259) (6,999)  (4,290)
Totaldeferred .. ....... ... .. ... . . .. (31,652) (16,391)  (4,290)
Total . ... $ 25379 $ 80,616 $68,812

A reconciliation of the U.S. federal statutory income tax rate to the Company’s effective tax rates is set forth
below:

Year Ended December 31,

2008 2007 2006
U.S. federal statutory income taxrate ................. 35.0% 35.0% 35.0%
Income of minority interest ......................... (15.7) (18.9) 21.7)
Foreign source income not subject to U.S. income tax .. .. (15.2) (10.8) 5.9)
Foreign taxes ............oouuiiniininniinininn.. 8.9 18.5 18.6
State and local taxes (primarily UBT) ................. 3.1 2.4 1.5
Amortization and depreciation (a) ... ................. (7.6) (5.6) 5.4
Other,net . ... i 6.1 (1.3) (1.1)
Sub-total . ....... . 14.6 19.3 21.0
Impact of charge relating to the LAM Merger in the third

quarter of 2008 .. .. ... 86.4 — —

Effective income taxrate ..............ovuinenn.... 101.0% 19.3% 21.0%

(a) Primarily relates to the amortization of the basis step-ups resulting from the separation and recapitalization
transactions that occurred during 2005 and the exchange of LAZ-MD exchangeable interests in connection
with the 2006 and 2008 Secondary Offerings that occurred subsequent to the equity public offering and the
basis step-up for U.S. income taxes on certain U.K. assets. A valuation allowance had previously been
provided for these deferred tax assets.
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Deferred income taxes are provided for the effects of temporary differences between the tax basis of an
asset or liability and its reported amount in the consolidated statements of financial condition. These temporary
differences result in taxable or deductible amounts in future years. Details of the Company’s deferred tax assets
and liabilities, which are included in “other assets” and “other liabilities”, respectively, on the consolidated
statements of financial condition, are as follows:

December 31,

2008 2007
Deferred Tax Assets:

Compensation and benefits . .. ........ ... .. .. $ 94880 $ 32,097
Depreciation and amortization .. ..............uoitnetenti 9,341 8,548
Basis adjustments primarily as a result of the separation and recapitalization

transactions that occurred during 2005 and the 2006 and 2008 Secondary

Offerings . . . oot 441,423 341,763
Property .o 3,373 4,607
Net operating loss and tax credit carryforwards .. ........................... 37,172 83,277
Cumulative currency translation adjustments .............................. 4,570 —
O N . .o 15,479 7,159
Gross deferred tax aSSEtS . ..ottt 606,238 477,451
Valuation allowance . . .......... ...t (533,873) (428,147)
Total deferred tax assets (net of valuation allowance) ........................ $ 72,365 $ 49,304

Deferred Tax Liabilities:

PENSIONS . . oottt e $ 12,875 $ 5,191
Cumulative currency translation adjustments ................ ... ... ....... — 7,681
Unrealized gains on inVeStMENtS . .. .. ...ttt ettt 3,926 6,654
Depreciation and amortization . ... ... .......uuenttnt et 18,515 21,047
GoOodWIlL . . . 2,107 —
Other . .o 281 1,296
Total deferred tax liabilities .. ... ..... ... .t $ 37,704 $ 41,869

The basis adjustments recorded as of December 31, 2008 and 2007 are primarily the result of:

e purchases and redemptions of historical and working member interests consummated in connection with
the separation and recapitalization of the Company, which resulted in deferred tax assets of $210,132
and $215,436 at December 31, 2008 and 2007, respectively,

e basis step-ups for U.S. income tax purposes resulting from the exchange of LAZ-MD exchangeable
interests in connection with the 2006 and 2008 Secondary Offerings, which resulted in deferred tax
assets of $207,199 and $100,750 at December 31, 2008 and 2007, respectively, and

e tax basis step-up for U.S. income tax purposes on certain U.K. assets, which resulted in deferred tax
assets of $24,092 and $25,577 at December 31, 2008 and 2007, respectively.

The deferred tax assets are offset by a valuation allowance of $533,873 and $428,147 at December 31, 2008
and 2007, respectively, due to the uncertainty of realizing the benefits of the book versus tax basis temporary
differences and certain net operating loss carryforwards. The valuation allowance at December 31, 2008 reflects
a net increase of $105,726 from the balance of $428,147 at December 31, 2007, and is primarily the result of
increases in the valuation allowance related to the tax effect of temporary differences relating to compensation
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and benefits and the equity public offering and 2006 and 2008 Secondary Offering basis adjustments, partially
offset by a decrease in the valuation allowance related to net operating loss and tax credit carryforwards.

The Company’s net operating loss and tax credit carryforwards primarily relate to (i) carryforwards in the
U.K., at December 31, 2008 and 2007, which may be carried forward indefinitely, subject to various limitations, and
(i1) carryforwards in Italy and the U.S., at December 31, 2008 and 2007, which begin expiring in years after 2011.

UBT attributable to certain member distributions has been reimbursed by the members under an agreement
with the Company.

The Company adopted FIN No. 48 on January 1, 2007. The cumulative effect of the Company’s adoption of
FIN No. 48 was a charge of $13,221 to the January 1, 2007 balance of retained earnings. As of the adoption date,
the Company had unrecognized tax benefits of $37,520, including $5,132 related to interest and penalties, of
which $27,352, if recognized, would favorably affect the effective tax rate as a valuation allowance of $10,168
would be established against the deferred tax assets previously offset by the unrecognized tax benefit. The
Company recognizes interest and/or penalties related to income tax matters in income tax expense.

With few exceptions, the Company is no longer subject to income tax examination by foreign tax authorities
for years prior to 2004 and by U.S. federal, state and local tax authorities for years prior to 2005. While we are
under examination in various tax jurisdictions with respect to certain open years, the Company believes that the
result of any final determination related to these examinations is not expected to have a material impact on its
financial statements. Developments with respect to such examinations are monitored on an ongoing basis and
adjustments to tax liabilities are made as appropriate.

A reconciliation of the beginning to the ending amount of gross unrecognized tax benefits (excluding
interest and penalties) for the years ended December 31, 2008 and 2007 is as follows:

Year Ended
December 31,
2008 2007
Balance, January 1, 2008 and 2007 (excluding interest and penalties of $5,195 and
$5,132, respectively) . ..ottt $32,080  $32,388
Increases in gross unrecognized tax benefits relating to tax positions taken during:
Prior years . . ... 5,717 —
CUITENE YEAT . . . oot ittt et e e e e e e e e e e e e e e e e 12,897 7,933
Decreases in gross unrecognized tax benefits relating to:
Tax positions taken during prior years .. .............c..oveuiiinnennaa... (393) (7,052)
Settlements with taxing authorities . .. ..........ooiiiiininennenn... (212) (702)
Lapse of the applicable statute of limitations ............................ (3,364) (487)
Balance, December 31, 2008 and 2007 (excluding interest and penalties of $5,467
and $5,195, reSpectively) ... ...ttt $46,725  $32,080

The amount of unrecognized tax benefits at December 31, 2008 that, if recognized, would favorably affect
the effective tax rate for the year ended December 31, 2008 is $27,770 as a valuation allowance of $24,422
would be established against the deferred tax assets previously offset by the unrecognized tax benefit. Such
amount includes $5,467 of interest and penalties accrued in the statement of financial condition, of which $272
was recognized as an increase to current income tax expense during the year ended December 31, 2008 after
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giving effect to a reversal of interest and penalties of $1,730 in connection with the decreases referred to in the
table above. The amount of unrecognized tax benefits at December 31, 2007 that, if recognized, would favorably
affect the effective tax rate is $25,477 as a valuation allowance of $11,798 would be established against the
deferred tax assets previously offset by the unrecognized tax benefit. Such amount includes $5,195 of interest
and penalties accrued in the statement of financial condition, of which $63 was recognized in current income tax
expense during the year ended December 31, 2007 after giving effect to a reversal of interest and penalties of
$1,002 in connection with the decreases referred to in the table above. The decreases in gross unrecognized tax
benefits pertaining to tax positions taken during prior years results primarily from the favorable conclusion of tax
audits.

The Company anticipates that it is reasonably possible that the total amount of unrecognized tax benefits
recorded at December 31, 2008 will decrease within 12 months by an amount up to $4,011 as a result of the lapse
of the statute of limitations in various taxing jurisdictions.

Tax Receivable Agreement

The redemption of historical partner interests in connection with the Company’s separation and recapitalization
that occurred in May, 2005 and the exchanges of LAZ-MD Holdings exchangeable interests for shares of Class A
common stock in connection with the 2006 and 2008 Secondary Offerings have resulted, and future exchanges of
LAZ-MD Holdings exchangeable interests for shares of Class A common stock may result, in increases in the tax
basis of the tangible and/or intangible assets of Lazard Group. The tax receivable agreement dated as of May 10,
2005 with LFCM Holdings requires the Company to pay LFCM Holdings 85% of the cash savings, if any, in U.S.
federal, state and local income tax or franchise tax that the Company actually realizes as a result of the above-
mentioned increases in tax basis. During the years ended December 31, 2008, 2007, 2006, the Company recorded a
“provision pursuant to tax receivable agreement” on the consolidated statements of operations of $17,084, $17,104
and $5,964, respectively, with the liability related thereto at December 31, 2008 and 2007 of $36,111 and $25,743,
respectively, included within “related party payables” on the consolidated statements of financial condition (see
Note 20 of Notes to Consolidated Financial Statements).

20. RELATED PARTIES

Amounts receivable from, and payable to, related parties as of December 31, 2008 and 2007 are set forth below:

December 31,
2008 2007

Receivables
LECM HOIdINgs . ...ttt e e e e e e e e e e $10,377 $28,906
LAZ-MD HOIdINGS . . .ot e e e e e e — 1,280
O heT . .o — 101

Total .o $10,377 $30,287
Payables
9SO\ (0 £0) 1V $36,815 $26,707
OthET . oo 396 —

$37,211 $26,707
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LFCM Holdings

LFCM Holdings owns and operates the capital markets business and fund management activities as well as
other specified non-operating assets and liabilities that were transferred by Lazard Group (referred to as “the
separated businesses”) in May, 2005 and is owned by the current and former working members, including certain
of Lazard’s current and former managing directors (which also include our executive officers) who are also
members of LAZ-MD Holdings. In addition to the master separation agreement, LFCM Holdings entered into an
insurance matters agreement and a license agreement that addressed various business matters associated with the
separation, as well as several other agreements discussed below.

Under the employee benefits agreement, dated as of May 10, 2005, by and among Lazard Ltd, Lazard
Group, LAZ-MD Holdings and LFCM Holdings, LFCM Holdings generally assumed, as of the completion of the
separation and recapitalization transactions, all outstanding and future liabilities in respect of the current and
former employees of the separated businesses. The Company retained all accrued liabilities under, and assets of,
the pension plans in the U.S. and the U.K. as well as the 401(k) Plan accounts of the inactive employees of
LFCM Holdings and its subsidiaries. See Note 18 of Notes to Consolidated Financial Statements for additional
information regarding employer contributions and indemnities from LFCM Holdings.

Pursuant to the administrative services agreement, dated as of May 10, 2005, by and among LAZ-MD
Holdings, LFCM Holdings and Lazard Group (the “administrative services agreement”), Lazard Group provides
selected administrative and support services to LAZ-MD Holdings and LFCM Holdings, such as cash
management and debt service administration, accounting and financing activities, tax, payroll, human resources
administration, financial transaction support, information technology, public communications, data processing,
procurement, real estate management and other general administrative functions. Lazard Group charges for these
services based on Lazard Group’s cost allocation methodology.

The services provided pursuant to the administrative services agreement by Lazard Group to LFCM
Holdings and by LFCM Holdings to Lazard Group generally expired December 31, 2008, and were subject to
automatic annual renewal, unless either party gives 180 days’ notice of termination. As of December 31, 2008,
neither party has given the required notice of termination, and the agreement has been automatically renewed for
a period of one year. LFCM Holdings and Lazard Group have a right to terminate the services earlier if there is a
change of control of either party or the business alliance provided in the business alliance agreement expires or is
terminated. The party receiving a service may also terminate a service earlier upon 180 days’ notice as long as
the receiving party pays the service provider an additional three months of service fee for terminated service. In
addition, in connection with the various agreements entered into in connection with the CP II MgmtCo Spin-Off,
Lazard Group agreed to provide certain specified services to LFCM Holdings (which, in turn, LFCM Holdings
may provide to CP II MgmtCo) and to generally not terminate such specified services until June 30, 2010.

The business alliance agreement provides, among other matters, that Lazard Group will refer to LFCM
Holdings selected opportunities for underwriting and distribution of securities. In addition, Lazard Group will
provide assistance in the execution of any such referred business. In exchange for the referral obligation and
assistance, Lazard Group will receive a referral fee from LFCM Holdings equal to approximately one-half of the
revenue obtained by LFCM Holdings in respect of any underwriting or distribution opportunity. In addition,
LFCM Holdings will refer opportunities in the Financial Advisory and Asset Management businesses to Lazard
Group. In exchange for this referral, LFCM Holdings will be entitled to a customary finders’ fee from Lazard
Group. The business alliance agreement further provides that, during the term of the business alliance, LFNY and
Lazard Asset Management Securities LLC, an indirect wholly-owned subsidiary of LENY, will introduce
execution and settlement transactions to broker-dealer entities affiliated with LFCM Holdings. The term of the
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business alliance will expire on the fifth anniversary of the equity public offering, subject to periodic automatic
renewal, unless either party elects to terminate in connection with any such renewal or elects to terminate on
account of a change of control of either party.

For the years ended December 31, 2008, 2007 and 2006, amounts recorded by Lazard Group relating to
administrative and support services under the administrative services agreement amounted to $7,138, $3,769 and
$5,322, respectively, and shared fees, including referral fees for underwriting and private placement transactions
under the business alliance agreement, amounted to $26,472, $31,722 and $14,491, respectively. Such amounts
are reported as reductions to operating expenses and as “‘revenue-other”, respectively.

In connection with the separation, Lazard Group transferred to LFCM Holdings its ownership interest in
Panmure Gordon & Co. plc (“PG&C”). Lazard Group and LFCM Holdings agreed to share any net cash proceeds
derived prior to May 2013 from any subsequent sale by LFCM Holdings of the shares it owns in PG&C. As a result
of LFCM Holdings selling a portion of its interest in PG&C in June, 2007, the Company recorded a gain of $9,296,
which is included in “revenue-other” on the consolidated statement of operations for the year ended December 31,
2007. Such amount is included in the receivable from LFCM Holdings as of December 31, 2007 and was
subsequently paid on April 30, 2008. The above-mentioned transaction resulted in a $4,025 increase in operating
income for year ended December 31, 2007. As of December 31, 2008 and 2007, LFCM Holdings owned 15.6% and
17.5% of PG&C, respectively.

The remaining receivables from LFCM Holdings and its subsidiaries as of December 31, 2008 and 2007
primarily include $4,085 and $7,037, respectively, related to the lease indemnity agreement, $4,949 and $5,312,
respectively, related to administrative and support services and reimbursement of expenses incurred on behalf of
LFCM Holdings and $1,087 and $5,853, respectively, related to referral fees for underwriting and private placement
transactions. Payables to LFCM Holdings and its subsidiaries at December 31, 2008 and 2007 principally relates to
obligations pursuant to the tax receivable agreement described in Note 19 of Notes to Consolidated Financial
Statements.

See Note 16 of Notes to Consolidated Financial Statements for information regarding the 2006 Primary and
Secondary Offerings and the 2008 Secondary Offering, and for which LCM participated as an underwriter. In
addition, see Notes 10 and 15 of Notes to Consolidated Financial Statements for information regarding the CP
MgmtCo Spin-Off and the Sapphire IPO, respectively.

LAZ-MD Holdings

Lazard Group provides selected administrative and support services to LAZ-MD Holdings through the
administrative services agreement as discussed above, with such services generally to be provided until
December 31, 2014 unless terminated earlier because of a change in control of either party. Lazard Group
charges LAZ-MD Holdings for these services based on Lazard Group’s cost allocation methodology and, for the
years ended December 31, 2008, 2007 and 2006, such charges amounted to $750, $1,300 and $200, respectively.

Other

For the year ended December 31, 2008, expenses recorded by Lazard Group relating to referral fees for
restructuring transactions and fee sharing with MBA amounted to $2,397. At December 31, 2008, the balance of
such related party transactions are included within “related party payables” in the accompanying consolidated
statement of financial condition. There were no such amounts payable at December 31, 2007.
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21. REGULATORY AUTHORITIES

LFNY is a U.S. registered broker-dealer and is subject to the net capital requirements of Rule 15¢3-1 under
the Exchange Act. Under the basic method permitted by this rule, the minimum required net capital, as defined,
is a specified fixed percentage of total aggregate indebtedness recorded in LFNY’s Financial and Operational
Combined Uniform Single (“FOCUS”) report filed with the Financial Industry Regulatory Authority (“FINRA”),
or $100, whichever is greater. At December 31, 2008, LENY’s regulatory net capital was $80,486, which
exceeded the minimum requirement by $73,157.

Certain U.K. subsidiaries of the Company, including LCL, Lazard Fund Managers Limited and Lazard
Asset Management Limited (the “U.K. Subsidiaries”) are regulated by the Financial Services Authority. At
December 31, 2008, the aggregate regulatory net capital of the U.K. Subsidiaries was $172,583, which exceeded
the minimum requirement by $140,787.

CFLF, through which non-corporate finance advisory activities are carried out in France, is subject to
regulation by the Commission Bancaire and the Comité des Etablissements de Crédit et des Entreprises
d’Investissement for its banking activities conducted through its subsidiary, LFB. In addition, the investment
services activities of the Paris group, exercised through LFB and other subsidiaries of CFLF, primarily LFG
(asset management) and Fonds Partenaires Gestion (private equity), are subject to regulation and supervision by
the Autorité des Marchés Financiers. At December 31, 2008, the consolidated regulatory net capital of CFLF was
$204,577, which exceeded the minimum requirement set for regulatory capital levels by $102,739.

Certain other U.S. and non-U.S. subsidiaries are subject to various capital adequacy requirements
promulgated by various regulatory and exchange authorities in the countries in which they operate. At
December 31, 2008, for those subsidiaries with regulatory capital requirements, their aggregate net capital was
$71,254, which exceeded the minimum required capital by $56,512.

At December 31, 2008, each of these subsidiaries individually was in compliance with its regulatory capital
requirements.

Effective April 1, 2008, Lazard Ltd became subject to supervision by the SEC as a Supervised Investment
Bank Holding Company (“SIBHC”). As a SIBHC, Lazard Ltd is subject to group-wide supervision, which
requires it to compute allowable capital and risk allowances on a consolidated basis. Reporting as a SIBHC
began in the second quarter of 2008. We believe that Lazard Ltd is the only institution currently subject to
supervision by the SEC as a SIBHC. We are currently in discussions with the SEC regarding the scope and
nature of Lazard Ltd’s reporting and other obligations under the SIBHC program.

22. SEGMENT OPERATING RESULTS

The Company’s reportable segments offer different products and services and are managed separately as different
levels and types of expertise are required to effectively manage the segments’ transactions. Each segment is reviewed
to determine the allocation of resources and to assess its performance. The Company’s principal operating activities are
included in two business segments: Financial Advisory which includes providing advice on M&A and strategic
advisory matters, restructurings and capital structure advisory services, capital raising and other transactions, and Asset
Management which includes the management of equity and fixed income securities and alternative investment and
private equity funds. In addition, the Company records selected other activities in its Corporate segment, including
management of cash, certain investments and the commercial banking activities of LFB. The Company also allocates
outstanding indebtedness to its Corporate segment.
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The Company’s segment information for the years ended December 31, 2008, 2007 and 2006 is prepared
using the following methodology:

* Revenue and expenses directly associated with each segment are included in determining operating
income.

* Expenses not directly associated with specific segments are allocated based on the most relevant
measures applicable, including headcount, square footage and other factors.

e Segment assets are based on those directly associated with each segment, and include an allocation of
certain assets relating to various segments, based on the most relevant measures applicable, including
headcount, square footage and other factors.

The Company allocates investment gains and losses, interest income and interest expense among the various
segments based on the segment in which the underlying asset or liability is reported.

Each segment’s operating expenses include (i) compensation and benefits expenses incurred directly in support
of the businesses and (ii) other operating expenses, which include directly incurred expenses for occupancy and
equipment, marketing and business development, technology and information services, professional services, fund
administration and outsourced services and indirect support costs (including compensation and other operating
expenses related thereto) for administrative services. Such administrative services include, but are not limited to,
accounting, tax, legal, facilities management and senior management activities.

There were no clients for the years ended December 31, 2008, 2007 and 2006 that individually constituted
more than 10% of the net revenue of either of the Company’s business segments.
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Management evaluates segment results based on net revenue and operating income and believes that the
following information provides a reasonable representation of each segment’s contribution with respect to net
revenue, operating income (loss) and total assets:

As Of Or For The Year Ended December 31,

2008 2007 2006
Financial Advisory Net Revenue $1,022.913 $1,240,177 $ 973,337
Operating Expenses (a) 796,970 920,705 722,151
Operating Income (b) $ 225943 $ 319,472 $ 251,186
Total Assets $ 739,444 $ 811,752 $ 452,627
Asset Management Net Revenue $ 614,781 $ 724,751 $ 553,212
Operating Expenses (a) 678,170 539,800 418,022
Operating Income (c) $ (63,389) $ 184,951 $ 135,190
Total Assets $ 419,858 $ 580,716 $ 418,538
Corporate Net Revenue $ (80,487) $ (47,239) $ (32,994)
Operating Expenses (a) 56,927 38,889 26,173
Operating Income (Loss) $ (137,414) $ (86,128) $ (59,167)
Total Assets $1,703,629 $2,447,945 $2,337,500
Total Net Revenue $1,557,207 $1,917,689 $1,493,555
Operating Expenses (a) 1,532,067 1,499,394 1,166,346
Operating Income $ 25,140 $ 418,295 $ 327,209
Total Assets $2,862,931  $3,840413  $3,208,665

(a) Operating expenses include depreciation and amortization of property as set forth in table below.

Year Ended December 31,
2008 2007 2006
Financial AdVISOTY ... ...ttt $ 5583 $ 4,508 $ 3,311
Asset Management ... ... ... 3,451 2,888 2,525
COTPOTALE . o vttt et e e e e e e e e 11,791 9,338 8,446
Total . e $20,825 $16,734 $14,282

(b) Operating income in 2008 and 2007, excluding amortization of intangible assets of $3,470 and $21,523
related to acquisitions, was $229,413 and $340,995, respectively.

(c) Operating income in 2008, excluding the $197,550 compensation and benefits portion of the charge relating
to the LAM Merger in the third quarter and amortization of intangible assets of $1,126 related to
acquisitions, was $135,287.

Geographic Information

Due to the highly integrated nature of international financial markets, the Company manages its business
based on the profitability of the enterprise as a whole. Accordingly, management believes that profitability by
geographic region is not necessarily meaningful. The Company’s revenue and identifiable assets are generally
allocated based on the country or domicile of the legal entity providing the service.
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The following table sets forth the net revenue from, and identifiable assets for, the Company and its
consolidated subsidiaries by geographic region allocated on the basis described above.

As Of Or For The Year Ended December 31,

2008 2007 2006
Net Revenue:
United States .. ...ttt i $ 793,023 $ 970,932 $ 775,995
United Kingdom ............. ... ... ... ........ 224,520 275,536 245,409
France ......... ... . . . 257,381 358,074 267,806
Other Western Europe .. .......... ... ... ... ..... 159,141 186,270 158,897
Restof World ........ ... ... ... ... . ... ......... 123,142 126,877 45,448
Total . ... $1,557,207 $1,917,689 $1,493,555
Operating Income:
United States () ............ .. $ (52,658) $ 212,713 $ 190,320
United Kingdom . ............. ... ... .. ........ 22,915 59,363 82,702
France ........ . ... . 21,609 94,582 62,425
Other Western Europe .. .......... . ... ... . ..... 16,941 26,365 11,462
Restof World ........ ... .. ... . . 16,333 25,272 (19,700)
Total ... . $ 25,140 $ 418,295 $ 327,209
Identifiable Assets:
United States .. ...t $1,145,737 $1,480,346 $ 985,037
United Kingdom .......... .. .. . ... ... 250,788 352,695 335,953
France ........ ... . . . . . 1,128,714 1,518,606 1,663,523
Other Western Europe ... ........ .. ... .. .. ... 176,282 216,094 160,814
Restof World . ...... .. ... . ... . . . . 161,410 272,672 63,338
Total . ... . $2,862,931 $3,840,413 $3,208,665

(a) Operating income in 2008 and 2007, excluding the $199,550 charge relating to the impact of the LAM
Merger in the third quarter of 2008, and amortization of intangible assets of $4,596 and $21,523 in 2008 and
2007, was $151,488 and $234,236, respectively.

23. SUBSEQUENT EVENT

In February, 2009 the Company announced that, to further optimize its mix of personnel, it will implement
certain staff reductions and realignments of personnel. As a result, it expects to record a pre-tax charge in the first
quarter of 2009 (principally consisting of compensation and benefits expense) of approximately $60,000.
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SUPPLEMENTAL FINANCIAL INFORMATION

QUARTERLY RESULTS (UNAUDITED)

The following represents the Company’s unaudited quarterly results for the years ended December 31, 2008
and 2007. These quarterly results were prepared in conformity with generally accepted accounting principles and
reflect all adjustments that are, in the opinion of management, necessary for a fair statement of the results. These
adjustments are of a normal recurring nature.

2008 Fiscal Quarter
First Second Third Fourth Year
(dollars in thousands, except per share data)
Netrevenue ............c.oiuuiiiinnennnn.. $308,079 $467,388 $ 405,820 $375,920 $1,557,207
Operating eXpenses . .. .........oeueueenen... 290,057 379,650 540,533 321,827 1,532,067
Operating income (10SS) . . ... vvvveininen... $ 18,022 $ 87,738 $(134,713) $ 54,093 $ 25,140
Netincome (I0SS) .. .. oo $ 7,799 $ 34317 $ (76,957) $ 37979 $ 3,138
Net income (loss) per share of Class A common
stock:
Basic......... ... .. $0.16 $0.61 $(1.17) $0.54 $0.06
Diluted ........... ... ... ... ... ... ..... $0.14 $0.54 $(1.17) $0.50 $0.06
Dividends declared per share of Class A common
StOCK . .o $0.10 $0.10 $0.10 $0.10 $0.40
2007 Fiscal Quarter
First Second Third Fourth Year
(dollars in thousands, except per share data)
Netrevenue ..............iuuiiiinnennn... $369,198 $421,360 $ 542,048 $585,083 $1,917,689
Operating eXpenses . .. .........oeeeueenen... 290,930 332,197 423,462 452,805 1,499,394
Operating income . . . .........couvuenenene... $ 78268 $ 89,163 $ 118,586 $132,278 $ 418,295
Netincome ........ooviniiiininn... $ 26,354 $ 29,296 $ 40,267 $ 59,125 $ 155,042
Net income per share of Class A common stock:
Basic......... ... . .. .. $0.51 $0.57 $0.79 $1.17 $3.04
Diluted ............ .. ... ... ... .. ...... $0.47 $0.52 $0.73 $1.04 $2.79
Dividends declared per share of Class A common
StOCK . .o $0.09 $0.09 $0.09 $0.09 $0.36
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures

There were no changes in or disagreements with accountants on accounting and financial disclosure during
the last two fiscal years.

Item 9A. Controls and Procedures

Our management, including our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures pursuant to Rule 13a-15 under the Exchange Act as of
December 31, 2008 (the end of the period covered by this Annual Report on Form 10-K). Based on that
evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that, as of the end of the
period covered by this Annual Report on Form 10-K, our disclosure controls and procedures (as defined in Rule
13a-15(e) under the Exchange Act) are effective, to ensure that information we are required to disclose in reports
that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time
periods specified in Securities and Exchange Commission rules and forms, and that such information is
accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, as appropriate, to allow timely decisions regarding required disclosure.

In addition, no change in our internal control over financial reporting (as defined in Rule 13a-15(f) under the
Exchange Act) occurred during our most recent fiscal quarter that has materially affected, or is likely to
materially affect, our internal control over financial reporting.

Management’s Report on Internal Controls Over Financial Reporting (as defined in Rules 13a-15(f) and
15d-15(f) of the Exchange Act), and the related report of our independent registered public accounting firm, are
set forth in Part II, Item 8 of this Annual Report on Form 10-K and are incorporated herein by reference.

Item 9B. Other Information
Amendments to Retention Agreements

On February 26, 2009, Lazard, Lazard Ltd and Michael J. Castellano, Chief Financial Officer of Lazard and
Lazard Ltd, entered into an amendment to Mr. Castellano’s agreement relating to retention and noncompetition
and other covenants, which was entered into on May 4, 2005, and was previously amended on May 7, 2008. The
amendment provides that if Mr. Castellano voluntarily retires on or after March 31, 2011, the restricted stock
units and deferred cash awards that he currently holds, as well as any restricted stock units and deferred cash
awards that he is granted in later years as part of ordinary annual incentive compensation, will continue to vest on
the original vesting dates, subject only to his compliance with the applicable restrictive covenants through the
applicable vesting date (without regard to the earlier expiration of the stated duration of any such restricted
covenant), and will not be forfeited upon the termination of his employment.

In addition, on February 26, 2009, Lazard, Lazard Ltd and Steven J. Golub, Vice Chairman of Lazard and
Lazard Ltd, entered into an amendment to Mr. Golub’s agreement relating to retention and noncompetition and
other covenants, which was entered into on May 7, 2008. The amendment clarifies that the existing terms of Mr.
Golub’s agreement that specify the treatment of his restricted stock units upon retirement (which are the same as
the terms in Mr. Castellano’s amendment, described above) will also apply to his deferred cash awards.

136



PART III

Item 10. Directors, Executive Officers and Corporate Governance

Information regarding members of the Board of Directors, including its audit committee and audit
committee financial experts, as well as information regarding our Code of Business Conduct and Ethics that
applies to our chief executive officer and senior financial officers, will be presented in Lazard Ltd’s definitive
proxy statement for its 2009 annual general meeting of shareholders, which will be held on April 28, 2009, and is
incorporated herein by reference. Information regarding our executive officers is included in Part I of this Annual
Report on Form 10-K under the caption “Executive Officers of the Registrant.”

The information required to be furnished pursuant to this item with respect to compliance with Section 16(a)
of the Exchange Act will be set forth under the caption “Section 16(a) Beneficial Ownership Reporting
Compliance” in Lazard Ltd’s definitive proxy statement for its 2009 annual general meeting of shareholders, and
is incorporated herein by reference.

Item 11. Executive Compensation

Information regarding executive officer and director compensation will be presented in Lazard Ltd’s
definitive proxy statement for its 2009 annual general meeting of shareholders, which will be held on April 28,
2009, and is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

Information regarding security ownership of certain beneficial owners and management and related
shareholder matters will be presented in Lazard Ltd’s definitive proxy statement for its 2009 annual general
meeting of shareholders, which will be held on April 28, 2009, and is incorporated herein by reference.

Equity Compensation Plan Information

The following table provides information as of December 31, 2008 regarding securities issued under our
2005 Equity Incentive Plan and 2008 Incentive Compensation Plan®.

Number of Securities
Remaining Available
for Future Issuance

Number of Securities Weighted-Average Under Equity
to be Issued Exercise Price of Compensation Plans
Upon Exercise of Outstanding (Excluding Securities
Plan Outstanding Options, Options, Reflected in the
Category Warrants and Rights ~ Warrants and Rights Second Column)
Equity compensation plans
approved by security holders ... 2008 Incentive
Compensation
Plan® 362,3990) @ 36,307,609
Equity compensation plans not
approved by security holders ... 2005 Equity
Incentive
Plan® 21,844,3250) @ 2,420,6524)

Total ........................ 22,206,724 38,728,261
M Our 2008 Incentive Compensation Plan was approved by the stockholders of Lazard Ltd on May 6, 2008.
The number of shares of Lazard Class A common stock available for issuance under the 2008 Incentive

Compensation Plan is determined by a formula, which generally provides that the aggregate number of
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3)

“)

5

shares subject to outstanding awards under the 2008 Plan may not exceed 30% of the aggregate number of
then-outstanding shares of Lazard Ltd Class A common stock (treating, for this purpose, the then-
outstanding LAZ-MD Holdings exchangeable interests as shares of Lazard Ltd Class A common stock on an
as-if-fully exchanged basis in accordance with the Master Separation Agreement).

Our 2005 Equity Incentive Plan was established prior to our equity public offering in May, 2005 and, as a
result, did not require approval by security holders.

Represents outstanding stock unit awards, after giving effect to forfeitures, as of December 31, 2008. As of
that date, the only grants made under the 2005 Equity Incentive Plan and 2008 Incentive Compensation Plan
have been in the form of stock unit awards. See Note 16 of Notes to Consolidated Financial Statements for a
description of the plans.

Each stock unit awarded under our 2005 Equity Incentive Plan and 2008 Incentive Compensation Plan was
granted at no cost to the persons receiving them and represents the contingent right to receive the equivalent
number of shares of Class A common stock of the Company.

Gives effect to the number of securities remaining available for future issuance, after considering the impact
of vested RSUs not delivered as a result of withholding taxes.

Item 13. Certain Relationships and Related Transactions, and Director Independence

Information regarding certain relationships and related transactions will be presented in Lazard Ltd’s

definitive proxy statement for its 2009 annual general meeting of shareholders, which will be held on April 28,
2009, and is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services

Information regarding principal accountant fees and services will be presented in Lazard Ltd’s definitive

proxy statement for its 2009 annual general meeting of shareholders, which will be held on April 28, 2009, and is
incorporated herein by reference.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a) Documents filed as part of this Report:

2.1

2.2

23

24

3.1

32

3.3

34

4.1

4.2

43

4.4

4.5

1.

Consolidated Financial Statements

The consolidated financial statements required to be filed in the Annual Report on Form 10-K are listed
on page F-1 hereof and in Part II, Item 8 hereof.

Financial Statement Schedule

The financial statement schedule required in the Annual Report on Form 10-K is listed on page F-1
hereof. The required schedule appears on pages F-2 through F-7 hereof.

Exhibits

Master Separation Agreement, dated as of May 10, 2005, by and among the Registrant, Lazard Group
LLC, LAZ-MD Holdings LLC and LFCM Holdings LLC (incorporated by reference to Exhibit 2.1 to
the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed on June 16, 2005).

Amendment No. 1, dated as of November 6, 2006, to the Master Separation Agreement,

dated as of May 10, 2005, by and among the Registrant, Lazard Group LLC and LAZ-MD Holdings LLC
(incorporated by reference to Exhibit 2.2 to the Registrant’s Quarterly Report (File No. 001-32492) on
Form 10-Q filed on November 7, 2006).

Second Amendment dated as of May 7, 2008, to the Master Separation Agreement dated as of May 10,
2005, as amended, by and among Lazard Ltd, Lazard Group LLC and LAZ-MD Holdings LL.C
(incorporated by reference to Exhibit 2.1 to the Registrant’s Current Report on Form §8-K

(File No. 001-32492) filed on May 8§, 2008).

Class B-1 and Class C Members Transaction Agreement (incorporated by reference to Exhibit 2.2 to the
Registrant’s Registration Statement (File No. 333-121407) on Form S-1 filed on December 17, 2004).

Certificate of Incorporation and Memorandum of Association of the Registrant (incorporated by

reference to Exhibit 3.1 to the Registrant’s Registration Statement (File No. 333-121407) on
Form S-1/A filed on March 21, 2005).

Certificate of Incorporation in Change of Name of the Registrant (incorporated by reference to
Exhibit 3.2 to the Registrant’s Registration Statement (File No. 333-121407) on Form S-1/A filed on
March 21, 2005).

Amended and Restated Bye-laws of Lazard Ltd (incorporated by reference to Exhibit 3.3 to the
Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed on June 16, 2005).

First Amendment to Amended and Restated Bye-Laws of Lazard Ltd (incorporated by reference to
Exhibit 3.4 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed on May 9,
2008).

Form of Specimen Certificate for Class A common stock (incorporated by reference to Exhibit 4.1 to
the Registrant’s Registration Statement (File No. 333-121407) on Form S-1/A filed on April 11, 2005).

Indenture, dated as of May 10, 2005, by and between Lazard Group LLC and The Bank of New York,
as Trustee (incorporated by reference to Exhibit 4.1 to Lazard Group LLC’s Registration Statement
(File No. 333-126751) on Form S-4 filed on July 21, 2005).

Amended and Restated Third Supplemental Indenture, dated as of May 15, 2008, by and among Lazard
Group LLC and The Bank of New York, as trustee (and incorporated by reference to Exhibit 4.1 to the
Registrants’ Current Report on Form 8-K (Commission File No. 333-126751) filed on May 16, 2008).

Fourth Supplemental Indenture, dated as of June 21, 2007, between Lazard Group LLC and The Bank
of New York, as trustee (incorporated by reference to Exhibit 4.1 to the Registrant’s Current Report on
Form 8-K (File No. 001-32492) filed on June 22, 2007).

Form of Senior Note (included in Exhibit 4.3).
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10.1

10.2

10.3

104

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

Amended and Restated Stockholders” Agreement, dated as of November 6, 2006, by and among LAZ-
MD Holdings LLC, the Registrant and certain members of LAZ-MD Holdings LLC (incorporated by
reference to Exhibit 10.1 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed
on November 7, 2006).

First Amendment, dated as of May 7, 2008, to the Amended and Restated Stockholders” Agreement
dated as of November 6, 2006, between LAZ-MD Holdings LL.C and Lazard Ltd. (incorporated by
reference to Exhibit 10.2 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed
on May 9, 2008).

Operating Agreement of Lazard Group LLC, dated as of May 10, 2005 (incorporated by reference to
Exhibit 10.2 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed on June 16,
2005).

Amendment No. 1 to the Operating Agreement of Lazard Group LLC, dated as of December 19, 2005
(incorporated by reference to Exhibit 3.01 to Lazard Group LLC’s Current Report on Form 8-K (File
No. 333-126751) filed on December 19, 2005).

Amendment No. 2, dated as of May 7, 2008, to the Operating Agreement of Lazard Group LLC, dated
as of May 10, 2005 (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on
Form 8-K (File No. 001-32492) filed on May 8, 2008).

Tax Receivable Agreement, dated as of May 10, 2005, by and among Ltd Sub A, Ltd Sub B and LFCM
Holdings LLC (incorporated by reference to Exhibit 10.3 to the Registrant’s Quarterly Report (File No.
001-32492) on Form 10-Q filed on June 16, 2005).

Employee Benefits Agreement, dated as of May 10, 2005, by and among the Registrant, Lazard Group
LLC, LAZ-MD Holdings LLC and LFCM Holdings LLC (incorporated by reference to Exhibit 10.4 to
the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed on June 16, 2005).

Insurance Matters Agreement, dated as of May 10, 2005, by and between Lazard Group LLC and
LFCM Holdings LLC (incorporated by reference to Exhibit 10.5 to the Registrant’s Quarterly Report
(File No. 001-32492) on Form 10-Q filed on June 16, 2005).

License Agreement, dated as of May 10, 2005, by and among Lazard Strategic Coordination Company,
LLC, Lazard Freres & Co. LLC, Lazard Freres S.A.S., Lazard & Co. Holdings Limited and LFCM
Holdings LLC (incorporated by reference to Exhibit 10.6 to the Registrant’s Quarterly Report (File No.
001-32492) on Form 10-Q filed on June 16, 2005).

Administrative Services Agreement, dated as of May 10, 2005, by and among LAZ-MD Holdings LLC,
LFCM Holdings LLC and Lazard Group LLC (incorporated by reference to Exhibit 10.7 to the
Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed on June 16, 2005).

Business Alliance Agreement, dated as of May 10, 2005, by and between Lazard Group LLC and
LFCM Holdings LLC (incorporated by reference to Exhibit 10.8 to the Registrant’s Quarterly Report
(File No. 001-32492) on Form 10-Q filed on June 16, 2005).

Amendment and Consent, dated February 9, 2009, to the Business Alliance Agreement, dated as of
May 10, 2005, by and between Lazard Group LLC and LFCM Holdings LLC.

Amended and Restated Operating Agreement of Lazard Strategic Coordination Company LLC, dated as
of January 1, 2002 (incorporated by reference to Exhibit 10.16 to the Registrant’s Registration
Statement (File No. 333-121407) on Form S-1/A filed on February 11, 2005).

Lease, dated as of January 27, 1994, by and between Rockefeller Center Properties and Lazard Freres &
Co. LLC (incorporated by reference to Exhibit 10.19 to the Registrant’s Registration Statement (File
No. 333-121407) on Form S-1/A filed on February 11, 2005).

Lease with an Option to Purchase, dated as of July 11, 1990, by and between Sicomibail and Finabail
and SCI du 121 Boulevard Hausmann (English translation) (incorporated by reference to Exhibit 10.20
to the Registrant’s Registration Statement (File No. 333-121407) on Form S-1/A filed on February 11,
2005).
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10.21*

10.22%

10.23%*

10.24*

10.25*

10.26*

10.27*

10.28*

10.29%

Occupational Lease, dated as of August 9, 2002, Burford (Stratton) Nominee 1 Limited, Burford
(Stratton) Nominee 2 Limited, Burford (Stratton) Limited, Lazard & Co., Limited and Lazard LL.C
(incorporated by reference to Exhibit 10.21 to the Registrant’s Registration Statement (File No. 333-
121407) on Form S-1/A filed on February 11, 2005).

2005 Equity Incentive Plan (incorporated by reference to Exhibit 10.21 to the Registrant’s Registration
Statement (File No. 333-121407) on Form S-1/A filed on May 2, 2005).

Lazard Ltd’s 2008 Incentive Compensation Plan (incorporated by reference to Annex B to the
Registrant’s Definitive Proxy Statement on Schedule 14A (File No. 001-32492) filed on March 24,
2008).

2005 Bonus Plan (incorporated by reference to Exhibit 10.23 to the Registrant’s Registration Statement
(File No. 333-121407) on Form S-1/A filed on March 21, 2005).

Amended and Restated Agreement Relating to Retention and Noncompetition and Other Covenants,
dated as of January 29, 2008, by and among Lazard Ltd, Lazard Group LLC and Bruce Wasserstein
(incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report (File No. 001-32492) on
Form 8-K filed on February 1, 2008).

Agreement Relating to Reorganization of Lazard, dated as of May 10, 2005, by and among Lazard LL.C
and Bruce Wasserstein (incorporated by reference to Exhibit 10.24 to the Registrant’s Quarterly Report
(File No. 001-32492) on Form 10-Q filed on June 16, 2005).

Amended and Restated Agreement Relating to Retention and Noncompetition and Other Covenants,
dated as of May 7, 2008, by and among the Registrant, Lazard Group LLC and Steven J. Golub
(incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report (File No. 001-32492) on
Form 8-K filed on May 8, 2008).

Amendment No. 1, dated as of February 26, 2009, to the Amended and Restated Agreement Relating to
Retention and Noncompetition and Other Covenants, dated as of May 7, 2008, by and among Lazard
Ltd, Lazard Group LLC and Steven J. Golub.

Form of Agreement Relating to Retention and Noncompetition and Other Covenants, dated as of May
4, 2005, applicable to, and related Schedule I for, each of Michael J. Castellano, Scott D. Hoffman and
Charles G. Ward III (incorporated by reference to Exhibit 10.26 to the Registrant’s Quarterly Report
(File No. 001-32492) on Form 10-Q filed on June 16, 2005).

Form of First Amendment, dated as of May 7, 2008, to Agreement Relating to Retention and
Noncompetition and Other Covenants, dated as of May 4, 2005, for each of Michael J. Castellano, Scott
D. Hoffman and Charles G. Ward, III (incorporated by reference to Exhibit 10.2 to the Registrant’s
Current Report on Form 8-K (File No. 001-32492) filed on May 8, 2008).

Second Amendment, dated as of February 26, 2009, to the Agreement Relating to Retention and
Noncompetition and Other Covenants, dated as of May 4, 2005 (as amended from time to time), for
Michael J. Castellano.

Form of Agreements Relating to Retention and Noncompetition and Other Covenants (incorporated by
reference to Exhibit 10.27 to the Registrant’s Registration Statement (File No. 333-121407) on Form S-
1/A filed on April 11, 2005).

Agreement Relating to Retention and Noncompetition and Other Covenants, dated as of October 4,
2004, by and between Lazard Group LLC and Alexander F. Stern.

Amended and Restated Letter Agreement, effective as of January 1, 2004, between Vernon E. Jordan, Jr.
and Lazard Freres & Co. LLC (incorporated by reference to Exhibit 10.28 to the Registrant’s Quarterly
Report (File No. 001-32492) on Form 10-Q filed on June 16, 2005).
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Acknowledgement Letter, dated as of November 6, 2006 from Lazard Group LLC to certain managing
directors of Lazard Group LLC modifying the terms of the retention agreements of persons party to the
Amended and Restated Stockholders” Agreement, dated as of November 6, 2006 (incorporated by
reference to Exhibit 10.23 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q
filed on November 7, 2006).

Letter Agreement, dated as of March 15, 2005, from IXIS Corporate and Investment Bank to Lazard
LLC and Lazard Ltd (incorporated by reference to Exhibit 10.27 to the Registrant’s Registration
Statement (File No. 333-121407) on Form S-1/A filed on March 21, 2005).

Registration Rights Agreement, dated as of May 10, 2005, by and among Lazard Group Finance LLC,
the Registrant, Lazard Group LLC and IXIS Corporate and Investment Bank (incorporated by reference
to Exhibit 10.30 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q filed on

June 16, 2005).

Letter Agreement, dated as of May 10, 2005, with Bruce Wasserstein family trusts (incorporated by
reference to Exhibit 10.31 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q
filed on June 16, 2005).

Senior Revolving Credit Agreement, dated as of May 10, 2005, among Lazard Group LLC, the Banks
from time to time parties thereto, Citibank, N.A., The Bank of New York, New York Branch, JP
Morgan Chase Bank, N.A. and JP Morgan Chase Bank, N.A., as Administrative Agent (incorporated by
reference to Exhibit 10.32 to the Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q
filed on June 16, 2005).

First Amendment, dated as of March 28, 2006, to the Senior Revolving Credit Agreement, dated as of
May 10, 2005, among Lazard Group LLC, the Banks from time to time parties thereto, Citibank, N.A.,
The Bank of New York, New York Branch, JP Morgan Chase Bank, N.A. and JP Morgan Chase Bank,
N.A., as Administrative Agent (incorporated by reference to Exhibit 10.34 to Registrant’s Quarterly
Report (File No. 001-32492) on Form 10-Q filed on May 11, 2006).

Second Amendment, dated as of May 17, 2006, to the Senior Revolving Credit Agreement, dated as of
May 10, 2005, among Lazard Group LLC, the Banks from time to time parties thereto, Citibank, N.A., The
Bank of New York, New York Branch, JP Morgan Chase Bank, N.A. and JP Morgan Chase Bank, N.A., as
Administrative Agent (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on
Form 8- K (File No. 001-32492) filed on May 17, 2006).

Third Amendment, dated as of June 18, 2007, to the Senior Revolving Credit Agreement, dated as of

May 10, 2005, among Lazard Group LLC, the Banks from time to time parties thereto, Citibank, N.A., The
Bank of New York, New York Branch, JP Morgan Chase Bank, N.A. and JP Morgan Chase Bank, N.A., as
Administrative Agent (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on
Form 8-K (File No. 001-32492) filed on June 22, 2007).

Description of Non-Executive Director Compensation (incorporated by reference to Exhibit 10.33 to the
Registrant’s Quarterly Report (File No. 001-32492) on Form 10-Q for the quarter ended June 30, 2005).

Form of Award Letter for Annual Grant of Deferred Stock Units to Non-Executive Directors
(incorporated by reference to Exhibit 99.1 to the Registrant’s Current Report on Form 8-K (File No.
001-32492) filed on September 8, 2005).

Form of Agreement evidencing a grant of Restricted Stock Units to Executive Officers under the Lazard
Equity Incentive Plan (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on
Form 8-K (File No. 001-32492 filed on January 26, 2006).

Form of Agreement evidencing a grant of Restricted Stock Units to Executive Officers under the 2008
Incentive Compensation Plan.

Form of Agreement evidencing a grant of Deferred Cash Award to Executive Officers under the 2008
Incentive Compensation Plan.
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Termination Agreement, dated as of March 31, 2006, by and among Banca Intesa S.p.A., Lazard Group
LLC, and Lazard & Co. S.r.l. (incorporated by reference to Exhibit 10.1 to the Registrant’s Current
Report on Form 8-K (File No. 001-32492) filed on April 4, 2006).

Amended and Restated $150 Million Subordinated Convertible Promissory Note due 2018, issued by
Lazard Funding LLC to Banca Intesa S.p.A. (incorporated by reference to Exhibit 10.3 to the
Registrant’s Current Report on Form 8-K (File No. 001-32492) filed on May 17, 2006).

Amended and Restated Guaranty of Lazard Group LLC to Banca Intesa S.p.A., dated as of May 15,
2006 (incorporated by reference to Exhibit 10.4 to the Registrant’s Current Report on Form 8-K (File
No. 001-32492) filed on May 17, 2006).

Directors’ Fee Deferral Unit Plan (incorporated by reference to Exhibit 10.39 to Registrant’s Quarterly
Report (File No. 001-32492) on Form 10-Q filed on May 11, 2006).

First amended Form of Agreement evidencing a grant of Restricted Stock Units to Executive Officers
under the Lazard 2005 Equity Incentive Plan (incorporated by reference to Exhibit 10.43 to Registrant’s
Annual Report (File No. 001-32492) on Form 10-K filed on March 1, 2007).

Agreement and Plan of Merger dated as of August 14, 2008 by and among Lazard Ltd, LAZ Sub I,
Lazard Asset Management LLC and Lazard Asset Management Limited (incorporated by reference to
Exhibit 2.1 to the Registrant’s Current Report on Form 8-K (File No. 001-32492) filed on August 15,
2008).

Computation of Ratio of Earnings to Fixed Charges.

Registrant’s Code of Conduct and Ethics (incorporated by reference to Exhibit 14.1 to the Registrant’s
Annual Report on Form 10-K (File No. 001-32492) filed on March 21, 2006).

Subsidiaries of Registrant.

Consent of Independent Registered Public Accounting Firm.
Rule 13a-14(a) Certification of Bruce Wasserstein.

Rule 13a-14(a) Certification of Michael J. Castellano.
Section 1350 Certification for Bruce Wasserstein.

Section 1350 Certification for Michael J. Castellano.

* Management contract or compensatory plan or arrangement.
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LAZARD LTD
(parent company only)

CONDENSED STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2008 AND 2007
(dollars in thousands, except per share data)

December 31,
2008 2007
ASSETS
Cash and cash equivalents ............. ... i $ 1,801 $ 123
Investments in subsidiaries, equity basis . ............c.o i (1,614,667) (1,109,930)
Due from subsidiaries . .......... ... 1,863,571 1,181,442
Other @SSEtS . .ottt e — 9
TOtal ASSEES - - v v o e e e e e e $ 250,705 $ 71,644
LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities:
Due to SUbSIAIATIES . . . .o oottt e e $ 46 $ 87
Other Habilities . . . . ..ot e e 79 1,218
Total liabilities . .. ... .. 125 1,305

Commitments and contingencies

STOCKHOLDERS’ EQUITY
Preferred stock, par value $.01 per share; 15,000,000 shares authorized:
Series A—31,745 and 36,607 shares issued and outstanding at December
31,2008 and 2007, respectively .. ... — —
Series B—none and 277 shares issued and outstanding at December 31,
2008 and 2007, respectively . .. ..ot — —
Common stock:
Class A, par value $.01 per share (500,000,000 shares authorized;
76,294,912 and 51,745,825 shares issued at December 31, 2008 and
2007, respectively, including shares held by a subsidiary as indicated
DEIOW) .« ot 763 517
Class B, par value $.01 per share (1 share authorized, issued and
outstanding at December 31, 2008 and 2007) ......... .. ... .. .. .... — —

Additional paid-in-capital . .......... ... 429,694 (161,924)
Retained earnings . . ......o. ittt 221,410 248,551
Accumulated other comprehensive income (loss), netoftax ................ (79,435) 52,491

572,432 139,635
Less—Class A common stock held by a subsidiary, at cost
(9,376,162 and 1,712,846 shares at December 31, 2008 and 2007,

TeSPECHIVELY) .ot (321,852) (69,296)
Total stockholders’ equity . .......... ..ot 250,580 70,339
Total liabilities and stockholders” equity . ..............coovniinn.... $ 250,705 $ 71,644

See notes to condensed financial statements.
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LAZARD LTD
(parent company only)

CONDENSED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2008, 2007 AND 2006
(dollars in thousands)

Years Ended December 31,

2008 2007 2006
REVENUE
Equity in earnings (losses) of subsidiaries .......................... $(50,044) $109,644 $62,616
INtereSt INCOME . . . oo e e e e e e e 54,714 46,607 31,491
Other .. o 2 — —
Total teVenUE .. ... 4,672 156,251 94,107
Interest EXpense . . . ...t 47 129 252
NELtTEVENUE . . . oottt 4,625 156,122 93,855
OPERATING EXPENSES
Professional SErviCes . . ... e 1,345 941 785
Other . ... 142 139 85
Total operating €Xpenses . . . ... .vvuet ettt 1,487 1,080 870
NET INCOME .. ... . i $ 3,138 $155,042 $92,985

See notes to condensed financial statements.
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LAZARD LTD
(parent company only)

CONDENSED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2008, 2007 AND 2006
(dollars in thousands)

Years Ended December 31,
2008 2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
NEtINCOME . . o v ot e e e e e e e e e e e e $ 3,138 $ 155,042 $ 92,985
Adjustments to reconcile net income to net cash provided by (used in)
operating activities:
Noncash transactions in net income:

Equity in (earnings) losses of subsidiaries ................ 50,044  (109,644) (62,616)
Amortization of stock units . .......... ... ... ..., 1,331 821 549
Increase in due to/from subsidiaries . ... ..................... (29,637) (25,813) (245,518)
Changes in other operating assets and liabilities ............... (130) (1,988) (1,961)
Net cash provided by (used in) operating activities ......... 24,746 18,418  (216,561)
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital contributed to subsidiaries . ............. .. .. .. .. ... — — (119,133)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of Class A common stock in

December, 20006 . . . ... — — 349,137
Class A common stock dividends . ............................... (23,056) (18,308) (13,480)
Other financing activities .. .......... .o (12) — —

Net cash provided by (used in) financing activities ......... (23,068) (18,308) 335,657
Net increase (decrease) in cash and cash equivalents ................... 1,678 110 (37
Cash and cash equivalents, January 1 .............. .. ... .. ... ...... 123 13 50
Cash and cash equivalents, December 31 ............................ $ 1,801 $ 123§ 13

See notes to condensed financial statements.
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LAZARD LTD
(parent company only)

NOTES TO CONDENSED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

The accompanying Lazard Ltd condensed financial statements (the “Parent Company Financial
Statements”), including the notes thereto, should be read in conjunction with the consolidated financial
statements of Lazard Ltd and its subsidiaries (“the Company”’) and the notes thereto.

The Parent Company Financial Statements as of December 31, 2008 and 2007, and for each of the three
years in the period ended December 31, 2008, are prepared in conformity with accounting principles generally
accepted in the United States of America (“U.S. GAAP”), which require management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, revenue and expenses, and the disclosures
in the condensed financial statements. Management believes that the estimates utilized in the preparation of the
condensed financial statements are reasonable. Actual results could differ materially from these estimates.

The Parent Company Financial Statements include investments in subsidiaries, accounted for under the
equity method.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the
Registrant has duly caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: February 27, 2009
LAZARD LTD

By:/s/  Bruce Wasserstein

Bruce Wasserstein
Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Report has been
signed below by the following persons on behalf of the Registrant in the capacities and on the dates indicated.

Signature Capacity Date
/s/  Bruce Wasserstein Chairman, Chief Executive Officer February 27, 2009
Bruce Wasserstein and Director

(Principal Executive Officer)

/s/  Michael J. Castellano Chief Financial Officer February 27, 2009
Michael J. Castellano (Principal Financial and Accounting
Officer)
/s/  Ronald J. Doerfler Director February 27, 2009

Ronald J. Doerfler

Director February 27, 2009
Dominique Ferrero
/s/  Steven J. Heyer Director February 27, 2009
Steven J. Heyer
/s/ Sylvia Jay Director February 27, 2009
Sylvia Jay
/s/  Ellis Jones Director February 27, 2009
Ellis Jones
/s/  Vernon E. Jordan, Jr. Director February 27, 2009
Vernon E. Jordan, Jr.
/s/  Philip A. Laskawy Director February 27, 2009
Philip A. Laskawy
/s/  Hal S. Scott Director February 27, 2009
Hal S. Scott
/s/ Michael J. Turner Director February 27, 2009

Michael J. Turner
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Corporate Information

Board of Directors

Bruce Wasserstein
Chairman and Chief Executive Officer

Ronald ). Doerfler

Senior Vice President and
Chief Financial Officer
The Hearst Corporation

Dominique Ferrero
Chief Executive Officer
Natixis

Steven ]. Heyer
Chairman and Co-CEO
Electric Eye Entertainment Corp.

Sylvia Jay
Vice Chairman
L’Oreal UK

Ellis Jones
Chief Executive Officer
Wasserstein & Co., LP

Vernon E. Jordan, Jr.
Senior Managing Director
Lazard

Senior Counsel
Akin Gump Strauss Hauer & Feld LLP

Philip Laskawy
Chairman
Fannie Mae

Hal S. Scott

Nomura Professor

Director of the Program on
International Financial Systems
Harvard Law School

Michael }J. Turner
Chairman
Babcock International Group PLC

Independent Registered
Public Accounting Firm
Deloitte & Touche LLP

Two World Financial Center
New York, NY 10281
1-212-436-2000

Transfer Agent and Registrar
BNY Mellon Shareowner Services
480 Washington Boulevard

Jersey City, NJ 07310-1900

SHAREHOLDER INQUIRIES

Lazard Ltd

c/o BNY Mellon Shareowner Services
PO. Box 358015

Pittsburgh, PA 15252-8015
1-800-851-9677 (US)

1-201-680-6578 (Outside the US)
www.bnymellon.com/shareowner/isd

Corporate Governance Guidelines
Lazard’s Corporate Governance Guidelines are
available on Lazard’s website at www.lazard.com.
You may obtain a copy of Lazard’s Corporate
Governance Guidelines without charge through
Lazard’s principal executive office in New York.

Executive Officers
Bruce Wasserstein
Chairman and Chief Executive Officer

Michael }. Castellano
Chief Financial Officer

Steven ]. Golub
Vice Chairman
Chairman, Financial Advisory Group

Scott D. Hoffman
General Counsel

Alexander F. Stern
Chief Operating Officer

Charles G. Ward, Il
President
Chairman, Asset Management Group

Officer Certifications

The Company has filed the certifications
required under Section 302 of the Sarbanes-
Oxley Act of 2002 as exhibits to Lazard Ltd’s
Annual Report on Form 10-K for the year
ended December 31,2008.

In June 2008, the Chief Executive Officer of
Lazard Ltd made an unqualified certification
to the NYSE with respect to the firm’s compli-
ance with the NYSE corporate governance

listing standards.

Forward-Looking Statements

This annual report contains forward-looking
statements that involve risks and uncertainties,
including those relating to Lazard’s future success
and growth. Please refer to the “Special Note
Regarding Forward-Looking Statements” in
Lazard’s Annual Report on Form 10-K for the
year ended December 31,2008, for a description
of certain factors that may cause actual results to
differ from results expressed or implied by these
forward-looking statements. Lazard assumes no
obligation to update forward-looking information
contained in this annual report.

Annual Meeting

The Annual Meeting of Shareholders will be held
Tuesday, April 28,2009, at 8:30 a.m. Eastern
Daylight Time (9:30 a.m. Bermuda time), at the
Tucker’s Point Hotel, Harrington Sound, Bermuda.

Principal Executive
Offices

us

30 Rockefeller Plaza

New York, NY 10020

UK
50 Stratton Street
London W1] 8LL

France
121, Boulevard Haussmann
75382 Paris Cedex 08

Global Offices

AMERICAS
Atlanta
Boston
Buenos Aires
Charlotte
Chicago
Houston
Lima

Los Angeles
Minneapolis
Montevideo
Montréal
New York
Panama City
San Francisco
Santiago

Sdo Paulo
Toronto
Washington, D.C.

ASIA
Bahrain
Beijing
Dubai
Hong Kong
Mumbai
Seoul
Singapore
Tokyo

AUSTRALIA
Melbourne
Sydney

EUROPE
Amsterdam
Bordeaux
Frankfurt
Hamburg
Lyon
London
Madrid
Milan

Paris
Stockholm
Zirich


http://www.lazard.com/Global_Contacts.aspx
http://www.lazard.com/InvestorRelations/Corporate_Governance.aspx
http://www.lazard.com/AboutLazard/Firm_Mgmt.aspx
http://www.lazard.com/AboutLazard/Firm_Mgmt.aspx
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http://www.lazard.com
http://www.lazard.com



