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INTRODUCTION

The following summary report serves the sole purpose of providing information to the creditors
of Lehman Brothers Finance G, in Liquidation, Zurich (“LBF”). No warranty is given as to
the actuality, accuracy, adequacy and consistency or quality of the information contained
herein. This summary report gerves the objective of giving a brief overview to the creditors
and, thus, can not provide a full picture. The figures mentioned hereinafter are provisional and
may be subject to changes. The statements made in this summary report are not, and must not
be interpreted as, acknowledgement of any legal obligation or claim. Any liability of LBF,
PricewaterhouseCoopers AG, Zurich (“PwC”), Niederer Kraft & Frey AG and other advisors
for damages caused by the use of any deficient or incomplete information is explicitly
excluded. '

This English summary is a translation of the German original. In the event of any inconsis-
tency, the German version will frevail.

A.  OVERVIEW |
1.  LEHMAN BROTHERS FINANCE AG (“LBF”)

® LBF is a company of the Lehman Brothers group (“Lehman Group™). The purpose of
LBF was to enter into |OTC derivatives transactions with shares or share indices as

underlyings (“equity derﬁ;atives”). Approximately 50% of all equity derivatives traded
by the entire Lehman
whose disbursement formulae were highly complex. LBF’s contractual partners were

oup were booked in LBF, in particular equity derivatives
practically all professionjal market participants.

@ The Lehman Group was one of the world’s largest investment banks and had its
headquarters in New York. On 15 September 2008, Lehman Brothers Holdings Inc.,
New York (“LBHI™), the parent company of the Lehman Group, applied for bankruptcy
protection under Chapter 11 of the US Bankruptcy Code. Insolvency proceedings were
subsequently initiated |for further companies of the Lehman Group (“Group
Companies™).
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With effect as per 22 December 2008, the Swiss Federal Banking Commission
(“EBK”), now the Swiss Financial Market Supervisory Authority (“FINMA?), opened
bankruptey proceedings against LBF within the meaning of the Swiss Stock Exchange
and Securities Dealer Statute in conjunction with Art. 25 et seq. of the Swiss Banking

Statute. PwC was appoi‘nted as the bankruptcy liquidator for LBF.

In order to implement the bankruptcy proceedings, it was important to have the Swiss
bankruptcy proceedings recognised by the US courts under Chapter 15 of the US
Bankruptcy Code. In its decision of 11 March 2009, the competent court made LBF
subject to proceedings pursuant to Chapter 15 of the US Bankruptcy Code.

COLLAPSE OF THE ORGANISATION OF LBF AND ESTABLISHMENT OF
THE ORGAN ISATIOF FOR THE PURPOSE OF LIQUIDATION

Prior to 15 September 2008, LBF had been closely integrated into the L.¢hman Group
and dependent to a large extent on the support of employees of other Group Companies.

LBF’s transactions were largely concluded, processed and booked by employees of

other Group Companies‘
|

Due to the collapse of the Lehman Group, LBF was not in the position to enter info new

transactions, scttle transactions, liquidate the majority of its assets, make payments or

manage risks. This removed the basis of LBF’s business model.

For these reasons, Pw(C first had to build up a completely new organisation and
infrastructure in the pefod following 15 September 2008, in order to be able to im-
plement the liquidation of LBF. LBF initially was entirely, and continues to be in part,
dependent on the data processing systems of the Lehman Group. It had no systems of
its own. Therefore, data extracts had first to be secured and the necessary access to
systems agreed. While J t was possible to secure some important data, the procurement
of data and documentation and their processing and evaluation remain a great challenge
to this day. Overall, however, functioning infrastructure has been created that is largely
independent of third parties. The connection to the Lehman network will be

maintained.
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The aim of the bankruptcy liquidator is to co-operate with the receivers, liquidators and
trustees of the other Group Companies with the objective, amongst other things, of
processing the bankruk)tcy proceedings in an efficient manner as possible. The
bankruptcy liquidator \iould also like to be able to utilise experience, information and
systems available to other Group Companies. For these reasons, the Insolvency
Protocol, a declaration| of intent by various Group Companies regarding their coop-

eration, has been signed.
ASSETS OF THE BANKRUPT ESTATE
Cash assets of LBF per 31 August 2009, are approx. CHF 473 million.

LBF’s main assets comprise of securities. These were held by Lehman Brothers
International (Europe), London (“LBIE”) as Global Custodian. LBIE, to date, has not
acknowledged the ownership title of LBF to these securities and, for the purpose of
clarification, has submitted certain legal questions in this regard to the English courts.

Because of the disputed |issue of ownership and the fact that, on the one hand, it has not
yet been possible to ca%ry out a mutual re-conciliation of the assets and, on the other

hand, LBF is not currently able to dispose of the assets, their value cannot be reliably
ascertained for the foreseeable future. Moreover, based on the facts currently known, a
considerable part of tllle securities claimed by LBF were issued by other Group
Companies that is now insolvent.

In addition, there are claims from terminated OTC derivatives transactions. A few
contractual partners have recognised claims by LBF to the amount of approx. CHF 130
million, but have not yet paid them. Furthermore, there are non-terminated OTC
derivatives transactions most of which, according to our assessment, show a positive
market value for LBF. For any assignment of such transaction, new contractual
partners must be found who would pay LBF an appropriate counter-performance for the
transaction.

BANKRUPTCY CLAIMS

Creditors outside the Lehman Group have registered claims amounting, according to
their own valuation, to approx. CHF 3.1 billion from derivatives transactions.
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Prior to May 2007, L
securities such as these
million,

BF also issued warrants and certificates. In connection with

, creditors have registered claims amounting to approx. CHF 38

CLAIMS AND LIABILITIES VIS-A-VIS GROUP COMPANIES

To date, Group Compzjnies have registered claims amounting, according to their own

calculation, to approx.
claims exist for the

The largest claims by
and Lehman Brothers

CHF 49.5 billion. According to LBF documents, very large

pt estate against Group Companies as well as liabilities.

LBF exist against Lehman Brothers Securities N.V., Curagao,
Treasury B.V., Amsterdam, which are derived from equity

derivatives and warehousing transactions. LBF has also registered other claims in

insolvency proceedings

in respect of other Group Companies. Insolvency proceedings

bave been initiated against all these Group Companies mentioned. It cannot at the

present time be assessefl whether the claims will retain their value. Furthermore, the

issue is under review a

$ to whether a guarantee undertaking by LBHI for liabilities of

the Group Companies can be asserted.

In the LBF bankruptcy

procecedings, LBIE has submitted a claim of approx. CHF 33.4

billion, indicating that the registered claim is a gross claim, i.e. that counter-claims by

LBF, including those

under various master agreements, have not been taken into

account. The basis stated for the largest part of the gross claim registered by LBIE,

approx. USD 18.9 billio

gross claim of appro

is securities lending transactions. LBIE has also registered a
. USD 8.7 billion from derivative transactions, in which

transactions with a positive market value for LBF bave been disregarded. The
bankruptcy liquidator does not assume, as far as can be ascertained to date, that the

claim by LBIE is in the

amount registered.

LBHI has registered a ¢laim of approx. CHF 14.9 billion. Complex legal issues are

raised by the financing
structures of the Lehman

Lehman Brothers Speci

of LBF by LBHI and the organisational and decision-making
1 Group.

al Financing, New York, with a claim for approx. CHF 414

million, and Lehman Brothers Japan Inc., Tokyo, with a claim of approx. CHF 659
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million, have also registered large claims in the LBF bankruptcy proceedings. Other
Group Companies have also registered claims.

B. OUTLOOK

(19) It is not possible at present to make any forecast regarding any possible bankruptcy
dividend. In particullar, the claims by LBF to the handing over of securities and the
question as to whether LBF has counter-claims against LBHI still await legal
clarification. It can j’)e assumed that several crucial issues will be the subject of various

court proceedings l.a several countries. It is not possible at present to give any reliable
e

prognosis as to th |rospects for success or the risks involved. This is compounded by
the problems posed in connection with the determination and assessment of asset

values.

@0) Accordingly, the work of the bankruptcy liquidator will for the time being focus on
obtaining control and possession] of these assets. This will consist primarily in

matching transactiop data to counter-parties on the one hand, and valuing matched
transactions on the other.

@n Owing to the fact (lat the bankruptey proceedings are closely meshed with many such
proceedings in other countries, and because of the high degree of interdependency of
processes and systems in the Lehman Group and of transactions within the Group, the
great complexity of the transactions that have been closed and the sheer number of
creditors involved, (the bankruptcy liquidator anticipates that the proceedings will last

several years.

Zurich, 25 September 200



