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filing requirements for the past 90 days. Yes [X] No [ ]

Indicate by check mark if disclosure of delinquent filers pursuant to Item
405 of Regulation S-K is not contained herein, and will not be contained, to the
best of registrant's knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K. [X]

Indicate by check mark whether the registrant is a large accelerated filer,
an accelerated filer, or a non-accelerated filer. See definition of "accelerated
filer and large accelerated filer" in Rule 12b-2 of the Exchange Act. Large
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common equity held by non-affiliates of the registrant was approximately $16.6
billion. For purposes of this information, the outstanding shares of common
stock owned by directors and executive officers of the registrant were deemed to
be shares of common stock held by affiliates.

On February 20, 2008, the registrant had 145,633,335 outstanding shares of
common stock, par value $1.00 per share, which is the registrant's only class of
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DOCUMENTS INCORPORATED BY REFERENCE:

EXPLANATORY NOTE

As previously announced on March 16, 2008, The Bear Stearns Companies Inc.
(the "Company," "we," "our," and "us") entered into an agreement and plan of
merger with JPMorgan Chase & Co. ("JPMorgan"). On March 24, 2008, the Company
and JPMorgan entered into amendment No. 1 to the agreement and plan of merger
(as amended, the "Merger Agreement"). The Merger Agreement provides that, upon
the terms and subject to the conditions set forth in the Merger Agreement, a
wholly-owned subsidiary of JPMorgan will merge with and into the Company with
the Company continuing as the surviving corporation and as a wholly-owned
subsidiary of JPMorgan. The Merger Agreement is subject to the approval of our
common stockholders and other closing conditions.

The purpose of this Annual Report on Form 10-K/A is to amend Part III,
Items 10 through 14 of our Annual Report on Form 10-K for the fiscal year ended
November 30, 2007, which was filed with the Securities and Exchange Commission
(the "SEC") on January 29, 2008 (the "2007 10-K"), to include information
previously omitted from the 2007 10-K in reliance on General Instruction G to
Form 10-K, which provides that registrants may incorporate by reference certain
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information from a definitive proxy statement filed with the SEC within 120 days
after the end of the fiscal year, which involves the election of directors. As a
result of the proposed merger, the Company's definitive proxy statement will not
be filed before March 29, 2008 (i.e., within 120 days after the end of the
Company's 2007 fiscal year) pursuant to Regulation 14A. The reference on the
cover of the Annual Report on Form 10-K to the incorporation by reference of the
registrant's definitive proxy statement into Part III of the Annual Report is
hereby deleted.

In addition, as required by Rule 12b-15 under the Securities Exchange Act
of 1934, as amended (the "Exchange Act"), new certifications by our principal
executive officer and principal financial officer are filed as exhibits to this
Annual Report on Form 10-K/A under Item 15 of Part IV hereof.

For purposes of this Annual Report on Form 10-K/A, and in accordance with
Rule 12b-15 under the Exchange Act, Items 10 through 14 and 15(a) (3) of our 2007
10-K have been amended and restated in their entirety. Except as stated herein,
this Form 10-K/A does not reflect events occurring after the filing of the Form
10-K on January 29, 2008 and no attempt has been made in this Annual Report on
Form 10-K/A to modify or update other disclosures as presented in the 2007 10-K.
Accordingly, this Form 10-K/A should be read in conjunction with our filings
with the SEC subsequent to the filing of the Form 10-K.
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Signatures

PART TITII
Item 10. Directors, Executive Officers and Corporate Governance.
DIRECTORS

The following individuals currently serve on the Company's Board of
Directors (the "Board") for a term of one year and until their successors are
duly elected and take office.

Henry S. Bienen, age 68, has been President of Northwestern University for
the past 13 years. Mr. Bienen has served as a director of the Company since 2004
and is a member of the Audit and Qualified Legal Compliance Committees. Mr.
Bienen is not on the board of directors of any other public companies.

James E. Cayne, age 74, has been Chairman of the Board for more than the
past five years. Mr. Cayne has served as a director of the Company since 1985.
From 1993 until January 2008, Mr. Cayne was Chief Executive Officer of the



Edgar Filing: BEAR STEARNS COMPANIES INC - Form 10-K/A

Company and Bear, Stearns & Co. Inc. ("Bear Stearns"). Mr. Cayne is not on the
board of directors of any other public company.

Carl D. Glickman, age 81, has been a private investor for more than the
past five years. Mr. Glickman has served as a director of the Company since 1985
and is a member of the Audit and Qualified Legal Compliance Committees and is
the Chairman of the Compensation Committee. He is also the Lead Director and
Chairman of the Executive Committee of the Lexington Realty Trust.

Michael Goldstein, age 66, was the Chairman and Chief Executive Officer of
Toys "R" Us, Inc. until his retirement in June 2001. From June 2001 through May
2006, Mr. Goldstein was the Chairman of Toys "R" Us, Inc. Children's Fund. Mr.
Goldstein has served as a director of the Company since 2007 and is a member of
the Audit and Qualified Legal and Compliance Committees. Mr. Goldstein is on the
boards of the following additional public companies: 4Kids Entertainment, Inc.;
Martha Stewart Living Omnimedia, Inc.; Medco Health Solutions, Inc.; and Pacific
Sunwear of California, Inc.

Alan C. Greenberg, age 80, has been Chairman of the Executive Committee of
the Company for more than the past five years. Mr. Greenberg has served as a
director of the Company since 1985. Mr. Greenberg is on the board of one other
public company - Viacom Inc.

Donald J. Harrington, age 62, has been the President of St. John's
University for more than the past five years. Mr. Harrington has served as a
director of the Company since 1993 and is a member of the Compensation
Committee. Mr. Harrington is not on the board of directors of any other public
companies.

Frank T. Nickell, age 60, has been President and Chief Executive Officer
of Kelso & Company, a privately held merchant banking firm, for more than the
past five years. Mr. Nickell has been Chairman of Kelso & Company since June
2006. Mr. Nickell has served as a director of the Company since 1993 and is a
member of the Compensation, Corporate Governance and Nominating, and Finance and
Risk Committees. Mr. Nickell is not on the board of directors of any other
public company.

Paul A. Novelly, age 64, has been Chairman of the Board and Chief
Executive Officer of Apex 0il Company, Inc., a privately held company engaged in
wholesale marketing, storage and distribution of petroleum products, for more
than the past five years. Mr. Novelly has served as a director of the Company
since 2002 and is a member of the Audit, Corporate Governance and Nominating,
and Qualified Legal Compliance Committees and is the Chairman of the Finance and
Risk Committee. Mr. Novelly is also on the boards of the following additional
public companies: Boss Holdings, Inc. and Future Fuel Corp.

Frederic V. Salerno, age 64, was the Vice Chairman and Chief Financial
Officer of Verizon Communications Inc. (formerly Bell Atlantic Corporation)
until his retirement in September 2002. Prior to June 2000, Mr. Salerno was the
Senior Executive Vice President and Chief Financial Officer/Strategy and
Business Development of Bell Atlantic Corporation. Prior to the merger of NYNEX
Corp. ("NYNEX") and Bell Atlantic Corporation, Mr. Salerno was the Vice Chairman
of the Board of NYNEX for more than five years. Mr. Salerno has served as a
director of the Company since 1992 and is a member of the Audit, Finance and
Risk, and Qualified Legal Compliance Committees and is the Chairman of the
Corporate Governance and Nominating Committee. Mr. Salerno is on the boards of
the

following additional public companies: Akamai Technologies, Inc.; CBS
Corporation; IntercontinentalExchange, Inc.; National Fuel Gas Company; Popular,
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Inc. and Viacom Inc.

Alan D. Schwartz, age 58, has been Chief Executive Officer of the Company
and Chairman and Chief Executive Officer of Bear Stearns since January 2008 and
has been President of the Company and Bear Stearns for more than the past five
years. Mr. Schwartz became sole President of the Company and Bear Stearns in
August 2007. Mr. Schwartz was Co-Chief Operating Officer of the Company and Bear
Stearns from June 2001 until August 2007. Mr. Schwartz has served as a director
of the Company from 1987 until 1996 and from 1999 until present and he is a
member of the Executive Committee. Mr. Schwartz is not on the board of directors
of any other public company.

Vincent Tese, age 65, is the Chairman of Wireless Cable International Inc.
Mr. Tese has served as a director of the Company since 1994 and is a member of
the Compensation, Corporate Governance and Nominating, and Finance and Risk
Committees and is the Chairman of the Audit Committee and the Qualified Legal
Compliance Committee. Mr. Tese 1is on the boards of the following additional
public companies: Bowne & Co., Inc.; Cablevision Systems Corporation;
IntercontinentalExchange Group; Mack-Cali Realty Corporation and NRDC
Acquisition Corp.

Wesley S. Williams Jr., age 65, had been a partner in the law firm of
Covington & Burling LLP for more than five years prior to his retirement in
2005. Mr. Williams has been President and Chief Operating Officer since 2004,
Co-President and Co-Chief Operating Officer from 2003 to 2004, and Co-Chairman
and Co-Chief Executive Officer for more than five years, of Lockhart Companies
Incorporated, a 26-company conglomerate of real estate, insurance, and consumer
finance companies operating largely in the Eastern Caribbean. Prior to his
retirement in 2005, Mr. Williams had been Chairman from 2003 through 2004,
Deputy Chairman from 2001 through 2002, and a member of the Board of Directors
for more than five years, of the Federal Reserve Bank of Richmond. Mr. Williams
has also been Chairman since 2004, and a member of the Board of Directors for
more than five years, of the National Prostate Cancer Coalition. Mr. Williams
has served as a director of the Company since 2004 and is a member of the Audit
and Qualified Legal Compliance Committees. Mr. Williams is not on the board of
directors of any other public company.

There is no family relationship among any of the directors or executive
officers of the Company.

EXECUTIVE OFFICERS

Set forth below are the names, ages, titles, principal occupation and
certain biographical information as of March 28, 2008 concerning the Company's
executive officers. All of the Company's officers have been appointed by and
serve at the discretion of the Board.

Name Age Principal Occupation

Alan D. Schwartz........... 58 President and Chief Executive Officer of
the Company and Bear Stearns and member of
the Executive Committee of the Company
(the "Executive Committee")

Jeffrey M. Farber.......... 43 Senior Vice President-Finance of the
Company and Controller of the Company and
Bear Stearns

Alan C. Greenberg.......... 80 Chairman of the Executive Committee

Jeffrey Mayer.............. 49 Executive Vice President, Co-Head of the
Fixed Income Division of the Company and
Bear Stearns and member of the Executive
Committee

Samuel L. Molinaro Jr...... 50 Executive Vice President, Chief Financial
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Officer and Chief Operating Officer of the
Company and Bear Stearns and member of the
Executive Committee

Michael S. Solender........ 43 General Counsel of the Company and Bear
Stearns

Mr. Schwartz became Chief Executive Officer of the Company and Bear
Stearns in January 2008. Mr. Schwartz became sole President of the Company and
Bear Stearns in August 2007. Mr. Schwartz became a President of the Company and
Bear Stearns and a member of the Executive Committee in June 2001. Mr. Schwartz
was Co-Chief Operating Officer of the Company and Bear Stearns from June 2001 to
August 2007.

Mr. Farber became Senior Vice President-Finance of the Company in February
2007, and has been Controller of the Company and Bear Stearns since January
2004. Mr. Farber was Assistant Controller of the Company from May 2000 to
January 2004, and since May 2000 has been a Senior Managing Director of Bear
Stearns. Prior to May 2000 Mr. Farber was a partner with Deloitte & Touche LLP.

Mr. Greenberg has been Chairman of the Executive Committee for more than
five years and prior to June 2001 was Chairman of the Board of the Company.

Mr. Mayer became Executive Vice President of the Company and Bear Stearns
on August 2007, and has been Co-Head of the Fixed Income Division of the Company
and Bear Stearns since March 2002. In August 2007 Mr. Mayer became a member of
the Executive Committee.

Mr. Molinaro became Chief Operating Officer of the Company and Bear
Stearns in August 2007. Mr. Molinaro became Executive Vice President of the
Company and Bear Stearns in December 2001, and has been Chief Financial Officer
of the Company and Bear Stearns since October 1996.

Mr. Solender became General Counsel of the Company and Bear Stearns in
January 2004. Since February 2002 Mr. Solender has been a Senior Managing
Director in the Legal Department of Bear Stearns. Mr. Solender was a partner at
the law firm of Arnold & Porter LLP from January 1997 to January 2000 and from
November 2001 to February 2002, and had been General Counsel of the U.S.
Consumer Product Safety Commission from January 2000 to November 2001.

CORPORATE GOVERNANCE
Board and Board Committees

The Company 1is governed by the Board and various committees of the Board.
Directors discharge their duties at Board and committee meetings and also
through meetings and other communications with management. The Board held 13
meetings (exclusive of committee meetings) during fiscal 2007. Each director
attended 75% or more of the Board and committee meetings (including for this
purpose, the Executive Committee) on which he served that were held during the
period he was a director.

There are five Board committees: Audit, Compensation, Corporate Governance
and Nominating, Finance and Risk and Qualified Legal Compliance (collectively,
the "Board Committees"). The Company also has an Executive Committee that
consists of both Board and non-Board members. Any actions taken by the Executive
Committee, which are approved by a majority of the members of the Executive
Committee who are Board members, are deemed to be approved by a committee of the
Board. The members, the purpose and the responsibilities of each committee are
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described below.

Audit Committee. The Audit Committee consists of Messrs. Bienen, Glickman,
Goldstein, Novelly, Salerno, Tese (Chairman) and Williams. The Board has
determined that each member of the Audit Committee is financially literate and
has accounting or related financial management expertise as required by NYSE
rules and satisfies the criteria of an "audit committee financial expert" under
Securities and Exchange Commission ("SEC") rules. Pursuant to NYSE Rule 303A.07,
if an audit committee member serves on the audit committees of more than three
public companies, the Board is required to determine that such simultaneous
service would not impair the member's ability to effectively serve on the Audit
Committee. Currently Mr. Goldstein and Mr. Salerno serve on the audit committees
of four and six public companies, including the Company, respectively. The Board
has determined that based upon Mr. Goldstein and Mr. Salerno's wealth of
financial experience, knowledge of the Company and ability to dedicate the
required time to Board service, their service on the audit committees of four
and six public companies, respectively, does not impair their ability to
effectively serve on the Company's Audit Committee and that their service on the
Audit Committee is in the best interest of the Company and its stockholders.

The purpose of the Audit Committee is to assist the Board in its oversight
of: the integrity of the Company's financial statements; the Company's
compliance with legal and regulatory requirements; the qualifications,
performance and independence of the Company's independent auditor(s); the
performance of the Company's internal audit function; and the Company's systems
of disclosure controls and procedures, external financial reporting and internal
control over financial reporting. The Audit Committee is also directly and
solely responsible for the appointment, retention, compensation, oversight and
termination of the Company's independent auditors and for pre-—-approving all
audit and permissible non-audit services to be performed by the independent
auditors. The Audit Committee held 10 meetings during fiscal 2007.

Compensation Committee. The Compensation Committee consists of Messrs.
Glickman (Chairman), Harrington, Nickell and Tese. Each Compensation Committee
member is a "non-employee director" pursuant to Rule 16b-3 under the Exchange
Act and an "outside director" pursuant to Section 162 (m) of the Internal Revenue
Code of 1986, as amended ("IRC 162 (m)"). None of the current members of the
Compensation Committee is or has been an officer or an employee of the Company.
The Compensation Committee 1is responsible for discharging the responsibilities
of the Board relating to compensation of the Company's Chief Executive Officer
and the other participants in The Bear Stearns Companies Inc. 2007 Performance
Compensation Plan ("PCP") and overseeing the Company's compensation system and
practices. The Compensation Committee held 6 meetings during fiscal 2007.

Corporate Governance and Nominating Committee. The Corporate Governance
and Nominating Committee consists of Messrs. Nickell, Novelly, Salerno
(Chairman) and Tese. Prior to February 8, 2007, the Corporate Governance
Committee and the Nominating Committee were two separate committees. The
Corporate Governance Committee consisted of Messrs. Nickell, Novelly and Tese
(Chairman) and the Nominating Committee consisted of Messrs. Novelly, Salerno
(Chairman) and Tese. In order to increase the efficiency of these committees,
the Company merged these two committees into one committee, which now fulfills
all of the responsibilities that each committee was responsible for prior to the
consolidation. The purpose of the Corporate Governance and Nominating Committee
is: (1) to identify individuals qualified to become Board members and select, or
recommend that the Board select, the director nominees to be voted upon at the
annual meeting of stockholders; (2) to develop and recommend to the Board a set
of corporate governance guidelines for the Company; (3) to make recommendations
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to the Board in support of such guidelines; (4) to take a leadership role in
shaping the corporate governance of the Company; and (5) to oversee the
evaluation of the Board and management. The Corporate Governance and Nominating
Committee annually, or as necessary or appropriate, reviews the Company's Board
Candidate Guidelines, Director Independence Standards, Corporate Governance
Guidelines and Code of Business Conduct and Ethics. The Corporate Governance
Committee and the Nominating Committee each held two meetings during fiscal
2007. Following the combination of the two committees in February 2007, the
Corporate Governance and Nominating Committee held two additional meetings
during fiscal 2007.

Finance and Risk Committee. The Finance and Risk Committee consists of
Messrs. Nickell, Novelly (Chairman), Salerno and Tese. The purpose of the
Finance and Risk Committee is to assist the Board in its oversight of the
Company's: (1) credit, market and operational risk management; (2) funding,
liquidity and liquidity risk management practices; (3) balance sheet and capital
management; and (4) insurance programs and related risk mitigation. The Finance
and Risk Committee is responsible for reviewing and discussing with the Audit
Committee the Company's policies and procedures regarding the assessment and
management of the Company's trading and investment risks, counterparty credit
risks, operational risks and significant risk exposures and trends. The Finance
and Risk Committee is also responsible for reviewing the Company's framework for
balance sheet management, including categories of assets and liabilities and the
level of unfunded committed funding obligations. The Finance and Risk Committee
held two meetings during fiscal 2007.

Qualified Legal Compliance Committee. The Qualified Legal Compliance
Committee (the "QLCC") consists of Messrs. Bienen, Goldstein, Glickman, Novelly,
Salerno, Tese (Chairman) and Williams. The QLCC consists of at least one member
of the Audit Committee and two or more members of the Board who are not
employed, directly or indirectly, by the Company, as required by the
Sarbanes-Oxley Act of 2002 and the rules promulgated thereunder. The purpose of
the QLCC is (under certain circumstances) to receive, retain and investigate
reports, from the Company's chief legal officer, or any attorney appearing and
practicing before the SEC in the representation of the Company, of evidence of a
material violation of any United States federal or state securities law,
including any breach of fiduciary duty by the Company, its officers, directors,
employees or agents. The QLCC held one meeting during fiscal 2007.

Executive Committee. The Executive Committee consists of Messrs. Greenberg
(Chairman), Mayer, Molinaro and Schwartz. The Executive Committee has the
authority to authorize and approve transactions specifically delegated to it by
the Board and other transactions that are considered to be in the ordinary
course of the Company's business and that are not prohibited by Delaware General
Corporation Law or the Company's Restated Certificate of Incorporation. The
Executive Committee generally meets at least once a week, but held 113 meetings
during fiscal 2007.

Executive Sessions

The Company's non-management directors meet in regularly scheduled
executive sessions without management present in order to freely evaluate the
performance of the Company's management. The Company's Corporate Governance
Guidelines require non-management directors to meet in executive session not
less than quarterly. The non-management directors held six executive sessions in
fiscal 2007. The Lead Director, Mr. Tese, serves as the Presiding Director at
such executive sessions.
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Procedures by which Stockholders may Nominate Directors

There have been no material changes in the procedures by which
stockholders may nominate directors since March 27, 2007.

Whistle-blowing

The Audit Committee has established procedures to receive, retain and
treat complaints received regarding accounting, internal accounting controls or
auditing matters. These procedures allow for the confidential and anonymous
submission by employees of concerns regarding accounting or auditing matters.
Additionally, it is the Company's policy to not retaliate or take any other
detrimental action against employees who in good faith provide evidence of
fraud.

Code of Business Conduct and Ethics

All of the Company's employees (including employees of subsidiaries and
affiliates), officers (including senior executive, financial and accounting
officers) and directors are held accountable for adherence to the Company's Code
of Business Conduct and Ethics (the "Code"). The Code is intended to establish
standards necessary to deter wrongdoing and to promote compliance with
applicable laws, rules and regulations and honest and ethical conduct. The Code
covers all areas of professional conduct, including conflicts of interest, fair
dealing, financial reporting and disclosure, protection of Company assets and
confidentiality.

Corporate Governance Materials Available on the Bear Stearns Web Site

The Company's Corporate Governance Guidelines are posted on the Corporate
Governance section of the Company's web site at http://www.bearstearns.com/
sitewide/our_firm/corporate_governance/governance_guide.htm. The Company's
Corporate Governance Guidelines include the Company's Director Independence
Standards. In addition to the Company's Corporate Governance Guidelines, other
information relating to corporate governance is available on the Corporate
Governance section of the Company's web site, including:

Restated Certificate of Incorporation

By-laws

Code of Business Conduct and Ethics

Audit Committee Charter

Compensation Committee Charter

Corporate Governance and Nominating Committee Charter
Finance and Risk Committee Charter

Qualified Legal Compliance Committee Charter

O O O O O O O ©°

Stockholders may also obtain copies of these documents without charge by
writing to Mr. Kenneth L. Edlow, Secretary, The Bear Stearns Companies Inc., 383
Madison Avenue, New York, New York 10179.

SECTION 16 (A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company's officers,
directors, and any persons who own more than 10% of the Common Stock, to file
reports of ownership of, and transactions in, our Common Stock with the SEC and
furnish copies of such forms and amendments thereto to the Company. Based solely
upon a review of the copies of such forms and amendments thereto furnished to
the Company and on written representations from the Company's officers,
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directors, and any person who owns more than 10% of the Common Stock, the
Company believes that all Section 16(a) filing requirements were complied with
during fiscal 2007.

Item 11. Executive Compensation.
COMPENSATION DISCUSSION AND ANALYSIS

The following Compensation Discussion and Analysis provides the
objectives, principles and features of our executive compensation programs, as
well as a summary of compensation decisions we made for our executive officers
and other senior leaders, including the six who are named ("named executive
officers") in the compensation tables that follow.

Compensation Program Philosophy and Objectives

Operating in a highly competitive industry, our success relies, in large
part, on the abilities and dedication of our employees. We believe it is
critical to have strong senior executives who are of a caliber to effectively
lead highly talented employees. Therefore, the primary objective of our
compensation program is to attract, motivate and retain executives of
exceptional capability and experience. We seek to do this in a manner that
aligns the interests of our executive officers and stockholders. In support of
these objectives, the following principles guide the design and administration
of our compensation program for our executive officers and other senior leaders.

Performance-Based - We operate as a meritocracy, rewarding our employees,
including executive officers, based on the results that they create and deliver.
Almost all of the compensation paid to executive officers, as well as other key
employees, is variable with the value awarded and ultimately paid to them being
tied to both our annual and longer-term performance. The base salary paid to
executive officers represents a small portion of their total compensation
opportunity. We believe that by having almost all of their compensation at-risk,
executive officers and other key leaders are highly motivated to perform and
deliver strong results to our stockholders.

Ownership - To align the interests of our executive officers with those of
our stockholders, a significant portion of the performance-based annual bonus is
paid in an equity-based component, with multi-year vesting provisions and
holding requirements. As a result, the total value an executive officer
ultimately receives is dependent on our earnings over the holding period and the
market value of our Common Stock at the conclusion of that period. Further, the
portion awarded in equity increases as an executive's total compensation
increases, based on a progressive schedule.

We believe that delivering a meaningful portion of an executive officer's
total compensation in equity-based components also helps us to retain our
executive officers. Equity awards are generally subject to forfeiture if an
executive officer voluntarily leaves the Company prior to vesting for any
reason, other than retirement or disability (more details on termination
provisions are provided under the section entitled "Potential Payments upon
Termination or Change-in-Control"). Consequently, the cost of leaving us can be
significant to both the executive officer and any competitor who wants to hire
the executive. By giving executive officers the chance to share in the long-term
results they produce, we believe that equity-based awards encourage them to
establish long-term careers with us.

We have a stock ownership policy that requires executive officers to hold
a minimum of 5,000 shares of Common Stock or Common Stock equivalents. For
purposes of meeting the requirement, Common Stock equivalents include all vested
CAP units ("CAP Units"), vested but unexercised stock options, and vested
restricted stock units ("RSUs") held by participants under The Bear Stearns

10
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Companies Inc. Restricted Stock Unit Plan (the "RSU Plan"). An executive officer
has three years from the date this policy was adopted, which was in 2005, or
from the time of their appointment as an executive officer to acquire and
maintain such holdings. As of November 30, 2007, all of our executive officers
were in compliance with this policy.

As of February 20, 2008, our named executive officers beneficially owned
approximately 6.8% of the outstanding Common Stock. Consistent with our
ownership orientation, this level of stock ownership by executive officers
reflects a significant personal investment in us by those who are most
responsible for our future success.

Competitive - Reflecting the intense competition for the caliber of talent
we need to effectively compete in the financial services industry, we believe we
need to offer a total compensation opportunity that is comparable to that
provided by our primary competitors. Our competitors can include other brokers
and dealers, commercial banks, investment banking firms, investment advisors,
mutual funds, hedge funds, private equity funds and insurance companies.
However, our direct competitors were the principal group we used to determine
competitive market pay levels and practices for fiscal year 2007. Our direct
competitors are: Lehman Brothers Holdings, Inc., Merrill Lynch & Co., Inc.,
Morgan Stanley, and The Goldman Sachs Group, Inc.

Our Human Resources Executive Compensation staff regularly reviews,
directly and through data provided by Equilar, a compensation benchmarking
service, the pay levels disclosed in public filings by our peers, including
total compensation and the pay mix, for comparable positions and provides this
market information to both management and the Compensation Committee as
requested or deemed appropriate. Additionally, through survey data published by
McLagan Partners, we monitor pay levels and practice data that can include
large, global commercial banks such as Citigroup Inc., Deutsche Bank AG,
JPMorgan Chase & Co. and UBS AG.

While competitive market data is made available to the Compensation
Committee to help inform its decisions and ensure that our total compensation is
within a reasonably competitive range, the Compensation Committee does not
target a specific percentile or quartile at which it aims to pay, nor does it
target a specific benchmark level for the mix of pay (e.g., portion delivered in
cash versus equity) that it aims to deliver.

Role of the Compensation Committee and Management

The Compensation Committee is responsible for the design and operation of
our compensation program. The Compensation Committee is governed by a written
charter that sets forth its responsibilities and authority.

The Compensation Committee has the authority under its charter to retain
special counsel and other experts, including compensation consultants to support
its responsibilities in determining executive compensation and related programs.
The Compensation Committee did not retain any compensation consultants in fiscal
2007.

The Compensation Committee considers factors and criteria it deems to be
most relevant to the decision required, which can and do vary from year to year.
In carrying out its responsibilities, the Compensation Committee relies on the
expertise of its members, as seasoned business professionals. The Compensation
Committee may also seek input from other members of the Board, the Chief
Executive Officer and other members of senior management; provided that neither
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the Chief Executive Officer nor the other members of senior management provide
input with respect to their own compensation. The Compensation Committee makes
the compensation decisions specific to the Chief Executive Officer.

Components and Operation of Our Compensation Program

To implement the foregoing principles, pay is comprised of two elements
for executive officers and other key employees, base salary and a
performance-based annual bonus. The annual bonus is payable in both cash and an
equity-based component. The PCP, which was approved by stockholders at the 2007
annual meeting of stockholders, principally governs the determination and payout
of the annual performance-based bonus, and our stockholder approved equity plans
govern the equity-based portion, as discussed in more detail below.

Base Salary - Under the terms of the PCP, the base salary for all
participants, including executive officers, was $250,000 for fiscal 2007. This
level remained unchanged from the prior fiscal year. Consistent with the
objectives of our compensation program, base salaries are intended to represent
a minimal portion of total compensation to ensure that almost all pay received
is performance-based.

Performance-Based Annual Bonus - The purpose of the PCP is to compensate
our executive officers and other members of senior management for their
significant contributions to our firm and to stimulate their efforts by giving
them a direct interest in our performance. Performance-based bonuses represent
the single largest component of overall compensation for our executive officers.

Under the PCP, executive officers and other key employees are eligible to
receive a share of one of two different performance-based bonus pools. For
fiscal 2007, one pool covered the five individuals that were members of our
Executive Committee as of the start of the fiscal year (the "Executive Committee
Pool"). The named executive officers included in the Executive Committee Pool as
of year end were Messrs. Cayne, Schwartz and

Molinaro. The second pool (the "Other Pool") covered seven other participants,
including executive officers and certain other members of senior management who
hold meaningful leadership positions. Participants in the Other Pool included
three of the named executive officers, Messrs. Solender, Farber and Minikes.
Jeffrey Mayer, who was appointed to the Executive Committee during fiscal 2007,
was not covered under the Executive Committee Pool, but was a participant in the
Other Pool.

Establishing and Allocating Bonus Pools

Within 90 days after the beginning of each fiscal year, the Compensation
Committee determines the formula that will be used to calculate the level of
bonus funding available under both the Executive Committee Pool and the Other
Pool. Under the PCP, the formula used can be based upon one or more of the
following criteria, individually or in combination, and may be adjusted by the
Compensation Committee as it deems appropriate: pre-tax or after-tax return on
equity; earnings per share; pre-tax or after-tax net income; business unit or
departmental pre-tax or after-tax income; firm revenue growth; departmental
revenue growth; book value per share; market price per share; relative
performance to peer group of companies; expense management; and total return to
stockholders.

For fiscal 2007, the Compensation Committee determined that the basis for
funding the Executive Committee Pool would be our adjusted after-tax return on
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common equity ("ROE"). In calculating ROE, we add back into income any amounts
charged to expense as a result of the PCP. For the Executive Committee Pool, the
Compensation Committee designed a formula that would provide for a larger bonus
fund as the level of ROE increased; the minimum level of ROE necessary to
generate funding was 1.15% and there was no maximum ROE level above which the
amount of the pool would be capped. The Compensation Committee has traditionally
selected an ROE based metric for the Executive Committee Pool because it
believes that the way to drive stockholder growth is to focus our executive
officers on the annual return to stockholders. Since a significant portion of
their annual compensation is delivered in the form of equity-based compensation
the focus on ROE also strengthens the alignment of interest between the members
of the Executive Committee and the stockholders.

For fiscal 2007, the Compensation Committee determined that the formula to
be used to determine bonus funding for the Other Pool would be equal to the
greatest amount generated based on performance against three separate metrics:
adjusted pre-tax income for the entire firm; pre-tax income for a selected
department; and expense management. The Compensation Committee selected these
metrics based on its desire to develop a bonus pool that would qualify for tax
deduction pursuant to IRC 162 (m). These metrics reflect the performance of the
Company as a whole and provide us with the flexibility to pay the appropriate
levels of compensation to a select group of employees.

At the time it sets the bonus pools funding formula, the Compensation
Committee also determines the share of both the Executive Committee Pool and the
Other Pool that each individual participant may receive for the related fiscal
year. In making the decisions regarding the allocation of the respective pool
available to each pool participant other than the Chief Executive Officer, the
Compensation Committee receives input from the Chief Executive Officer and our
Human Resources Executive Compensation staff. The share assigned is based on
this input, as well as the Compensation Committee's judgment on what the
appropriate maximum compensation opportunity should be for each executive
officer at various levels of the Company's performance. The Compensation
Committee does not use any formulas or specific criteria in setting these
maximums and the basis for its decision can and does change from year to year.
However, under the PCP there is a further cap on the level of bonus compensation
any single participating executive can receive, regardless of the amount of
bonus funding made available under the respective bonus pool in which a
participant is covered. Effective with the 2007 fiscal year, the individual
limit under the PCP is equal to 2.5% of our consolidated pre-tax income for the
related fiscal year.

Determination of Bonuses

At the end of each fiscal year, the Compensation Committee is advised by
management of the total available funding under each of the respective bonus
pools and the maximum amounts payable to each of the participants based on our
results against the established metrics. These results are presented by
management and certified by our Controller. The Compensation Committee reviews
this information, certifies whether the annual performance goals have been met
and then determines the amount of bonus funding to be awarded to each PCP
participant. In arriving at its decision, the Compensation Committee considers a
variety of factors, including competitive market data (as discussed above);
subjective elements, such as the scope of the executive officer's role,
experience and skills, and the executive officer's performance during the fiscal
year; the performance of Bear Stearns; the importance of optimizing our tax
deductibility for executive compensation under IRC 162 (m); previous
compensation; and the importance of retaining the executive officer. The
Compensation Committee considers such factors as part of the
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total mix of information and does not attempt to quantify, rank or otherwise
assign relative weights to such factors. The basis for the Compensation
Committee's decision varies each year and is decided on by the Compensation
Committee differently each year, reflecting its judgment of the context in which
the results were achieved.

The Compensation Committee may exercise negative discretion and reduce the
amount of compensation that would otherwise be payable to any participant under
the PCP, but does not have discretion to increase payments under the PCP. While
the Compensation Committee may exercise negative discretion as to the
compensation awarded to an individual participant in the Executive Committee
Pool, its practice has been to apply the same level of negative discretion to
all participants in this pool, treating them as a group, on the same basis. This
approach reflects the Compensation Committee's and management's belief that it
is the collective efforts of these executives that drive our overall results,
and that this approach aligns with the partnership orientation under which the
Executive Committee has operated. The Compensation Committee determined not to
award any bonuses to the members of the Executive Committee related to fiscal
2007 in recognition of the significant decline in our overall financial