BINGHAM McCUTCHEN LLP Hearing Date: October 16, 2008 at 10:00 a.m.

399 Park Avenue Objection Deadline: October 10, 2008 at 4:00 p.m.
New York, NY 10022

(212) 705-7000

Jeffrey S. Sabin

Ronald J. Silverman

Sabin Willett, admitted pro hac vice

Rheba Rutkowski, admitted pro hac vice

Counsel to Harbinger Capital Partners Special
Situations Fund, L.P. and Harbinger Capital
Partners Master Fund I, Ltd. (f/k/a Harbert
Distressed Investment Master Fund Ltd.)

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

_______________________________________________________________ X

Inre Chapter 11

LEHMAN BROTHERS HOLDINGS INC,, et al., Case No. 08-13555 (JMP)
Debtors. (Jointly Administered)

_______________________________________________________________ X

MOTION OF THE HARBINGER FUNDS FOR LEAVE TO CONDUCT RULE 2004
DISCOVERY OF DEBTOR LEHMAN BROTHERS HOLDINGS INC.

Harbinger Capital Partners Special Situations Fund, L.P. and Harbinger Capital Partners
Master Fund I, Ltd., f/k/a Harbert Distressed Investment Master Fund, Ltd., (collectively, the

“Harbinger Funds”), by its counsel Bingham McCutchen LLP, move, pursuant to section 105(a)

of title 11 of the United States Code (as amended, the “Bankruptcy Code”) and Rule 2004 of the

Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”) for an order authorizing and

directing discovery in the form of (i) a deposition of Lehman Brothers Holdings Inc. (“LBHI”)
and (ii) document production concerning the movement of property between and among LBHI
and its affiliates, including Lehman Brothers Special Financing, Inc. (“LBSF”) and Lehman

Brothers International (Europe) (“LBIE”), during the thirty (30) days preceding the filing of
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these bankruptcy cases, as further described below and in the attached Schedule A. In support of

this motion (“the “2004 Motion™), the Harbinger Funds state as follows:

JURISDICTION AND VENUE
1. This Court has subject matter jurisdiction to consider this matter pursuant to 28
U.S.C. 88157 and 1334. This matter is a core proceeding pursuant to 28 U.S.C. 8 157(Db).

Venue is proper pursuant to 28 U.S.C. 8§88 1408 and 1409.

PROCEDURAL BACKGROUND
2. LBHI filed a voluntary chapter 11 petition on September 15, 2008 (the “Petition
Date”). LB 745 LLC filed a voluntary chapter 11 petition on September 16, 2008. PAMI Statler

Arms LLC (together with LBHI and LB 745 LLC, the “Debtors”) filed a voluntary chapter 11

petition on September 23, 2008. (We refer to these cases collectively as the “Chapter 11
Cases.”). The Debtors are authorized to continue to operate their businesses and manage their
properties as debtors in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy
Code. 11 U.S.C. §8§ 1107(a), 1108.

3. On September 17, 2008, the United States Trustee appointed an Official
Committee of Unsecured Creditors.

4, The Debtors filed their Motion to Approve the Sale of the Purchased Assets and
the Assumption and Assignment of Contracts Relating to the Purchased Assets (the “Sale
Motion”) on Wednesday, September 17, 2008, seeking (among other relief) the Court’s
authorization and approval of the sale of the “Purchased Assets” free and clear of all liens,
claims, encumbrances, and interests, and the assumption and assignment of certain pre-petition

contracts and unexpired leases relating to the Purchased Assets. After a hearing the same day,
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the Court approved the Debtors’ requested sale procedures, and scheduled a hearing to consider
the proposed sale (“Sale”) for Friday, September 19, 2008 (the “Sale Hearing”).
5. A few hours before the Sale Hearing, the Securities Investor Protection

Corporation (“SIPC”) filed a complaint and application (the “SIPA Application”) in the United

States District Court for the Southern District of New York, seeking an order adjudicating that
customers of Lehman Brothers, Inc. (“LBI”’) were in need of the protections afforded under the
Securities Investor Protection Act of 1970 (“SIPA”). The district court granted the SIPA

Application, entered an Order Commencing Liquidation of LBI (the “Liquidation Order”), and

appointed James W. Giddens, Esg. as SIPA trustee (the “SIPA Trustee”) of the LBI SIPA

proceeding (the “SIPA Proceeding”).

6. The district court then transferred the SIPA Proceeding to this Court. This Court
now oversees, separately, (i) the Chapter 11 Cases, and (ii) the SIPA Proceeding.

7. At the close of the September 19 Sale Hearing (which extended into the early
morning hours of September 20), the Court approved the Sale, subject to modifications made on
the record at the hearing, by an opinion read into the record and approval orders entered in the

Chapter 11 Cases and in the SIPA Proceeding.

FACTUAL BACKGROUND
8. The Harbinger Funds are substantial creditors of LBHI. They are obligees under
counterparty arrangements with LBSF, which until yesterday the Harbinger Funds understood to
be a subsidiary of LBI. LBSF has substantial indebtedness to the Harbinger Funds, in an amount
today not less than $250 million,! pursuant to certain International Swap Dealers Association,

Inc. (“ISDA”) swap agreements, including that certain Master Agreement dated as of July 28,

! The Harbinger Funds are in the process of calculating the precise amounts of their potential claims.
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2006 by and between LBSF and Harbinger Capital Partners Special Situations Fund, L.P., and
that certain Master Agreement dated as of May 20, 2005 by and between LBSF and Harbinger
Capital Partners Master Fund I, Ltd. (f/k/a Harbert Distressed Investment Master Fund, Ltd.).
That indebtedness is, in turn, guaranteed by LBHI.2

0. Press accounts of LBHI’s financial distress have long circulated in the financial
press, but the Debtors entered chapter 11 chaotically. Among other things, press accounts
suggested that, on Friday, September 12, 2008, billions of dollars in cash and cash equivalents
were swept into LBHI from its London affiliate. See, e.g., Exhibit 1 (David Cohen, My Anger
over Lehmans’ $5 Billion “Betrayal’ of London, Evening Standard (London), Sept. 17, 2008, at
18); Exhibit 2 (Carrick Mollenkamp and Jeffrey McCracken, Lehman Moved Cash Fast: Some
$8 Billion Went from London Before Bankruptcy, Wall St. J., Sept. 20, 2008, at B1); Exhibit 3
(Carrick Mollenkamp, Jeffrey McCracken, and Joellen Perry, Outcry Grows Over Transfer of
U.K. Funds by Lehman, Wall St. J., Sept. 22, 2008, at C1); Declaration of Dan Yoram
Schwarzmann, 11 25-27, Dkt. #223 (filed in support of Dkt. #219, Response of the Joint
Administrators of the Lehman European Group Administration Companies to Debtors’ [Sale
Motion]). Press reports also suggested that, on Monday, September 15, 2008, Japan’s Financial
Services Agency ordered Lehman Brothers Japan to retain certain assets within Japan in order to
prevent assets in Japan from being transferred to other affiliates outside of Japan. See Exhibit 4
(Lehman Brothers Japan Files for Bankruptcy Protection, Japan Economic Newswire, Sept. 16,
2008).

10.  With the cash transferred to LBHI, and (perhaps) then down-streamed to LBI,

2 LBHI executed guarantees that unconditionally guaranteed “the due and punctual payment of all
amounts payable” by LBSF to the Harbinger Funds under the swap agreements. See Guarantee at J A
(Exhibit A to ISDA Agreement).
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LBHI filed its chapter 11 petition on Monday, September 15. There has been no disclosure of
any kind as to the pre-petition cash movement. Although cases of this kind typically begin with
a cash-management motion supported by a description of the debtor’s cash-management system
in the first-day declaration, no cash-management motion was filed. Information concerning the
cash-management system is absent from Mr. Lowitt’s first-day declaration, and is not provided
elsewhere. The Debtors’ other court filings provide no disclosure as to where the reported
massive cash sweeps went, or whether LBI had recently received cash infusions from Lehman
affiliates, in derogation of the rights of creditors of those affiliates, such as the Harbinger Funds.
11. There was no time to find out before the Sale Motion, for it came on with a haste
unprecedented for a sale of this magnitude. From the Sale Motion and the Asset Purchase

Agreement attached as Exhibit 2 to the Sale Motion (“Sale Agreement”) filed on September 17,

2008, it appeared that only $250 million of the proceeds from the Sale of the assets of LBI could
conceivably benefit the parent (although even that was not clear), while $1.3 billion in cash of
the “Seller” LBI (the preamble to the Sale Agreement defined the “Seller” as both Debtor LBHI
and non-debtor LBI), would go to Barclays. See Sale Agreement, 8§ 1.1, 3.1.

12.  On September 19, minutes before the commencement of the Sale Hearing, the
Debtors announced that the $1.3 billion in cash of LBI that was to be sold to Barclays as part of
the Sale was no longer available to the transaction. No further explanation was given. The
Debtors have not revealed what happened to the $1.3 billion or to the other pre-petition flows of
funds or other property, other than a significant loss on a trade with Chicago Mercantile.

13.  On September 25, the Harbinger Funds learned from the SIPA Trustee that, after
these cases had commenced, and allegedly minutes before the SIPA Trustee was appointed,

LBI’s equity interests in all of its subsidiaries were transferred to Lehman ALI, Inc., a non-
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debtor subsidiary of LBHI. Allegedly, and as contemplated by the transfer agreement, the only
consideration LBI is to receive is an intercompany note in an undisclosed amount, with
undisclosed terms.® These transactions were in no way disclosed prior to or during the Sale
Hearing. To the contrary, at the Sale hearing the Harbinger Funds understood that LBI’s equity
interests in those entities remained with LBI and subject to the Sale. (During the hearing, a
question was raised by an objector regarding these interests. We understood the Debtors to
advise that the subsidiaries in question “are subsidiaries of LBI.” See September 19, 2008 Hrg.
Tr. at 195 (Dkt No. 318)).

14, The Harbinger Funds have made informal requests for disclosure regarding the

flow of funds and other property. The information sought has not been provided.

RELIEF REQUESTED
15. The Harbinger Funds request, pursuant to 11 U.S.C. 8 105(a) and Bankruptcy
Rule 2004, an order authorizing and directing (i) the deposition of LBHI’s Chief Financial
Officer and/or any other person(s) most knowledgeable at LBHI, and (ii) production of
documents by LBHI, concerning the movement of property between and among LBHI and its
affiliates, including LBSF and LBIE, during the thirty (30) days preceding the filing of these
Chapter 11 Cases, as further described in the attached Schedule A. The Harbinger Funds reserve

the right to serve supplemental and additional requests concerning these matters.

¥ A copy of the transfer agreement, provided to us by the SIPA Trustee on September 25, 2008, is
attached as Exhibit 5. The Harbinger Funds have not expanded their discovery request at this time to
embrace the subject of the September 19 equity transfers. They hope to obtain relevant information
informally. Nevertheless, this belated disclosure, which we believe was not made at the time of the
hearing on the Sale Motion, illustrates the profound confusion that continues to surround basic economic
facts in these cases.
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ARGUMENT

16. Bankruptcy Rule 2004 is a familiar tool of reorganization cases that provides
parties in interest a vehicle for obtaining information relating to *“acts, conduct, or property or to
the liabilities or financial condition of the debtor, or to any matter which may affect the
administration of the debtor’s estate.” Fed. R. Bankr. P. 2004(b). This can be done through
document production and testimony. Fed. R. Bankr. P. 2004(c).

17. The purpose of a Rule 2004 examination is to ‘show the condition of the estate
and enable the Court to discover its extent and whereabouts, and to come into possession of it,
that the rights of the creditor may be preserved.”” In re Coffee Cupboard, Inc., 128 B.R. 509,
514 (Bankr. E.D.N.Y. 1991) (quoting Cameron v. United States, 231 U.S. 710, 717 (1914)); see
also In re Fearn, 96 B.R. 135, 138 (Bankr. S.D. Ohio 1989) (rule’s purpose is to ascertain “the
extent and location of the estate’s assets”); In re Dinubilo, 177 B.R. 932, 940 (E.D. Cal. 1993)
(same). The scope of an inquiry permitted under Bankruptcy Rule 2004 is broad,* in order to
reveal “the nature and extent of the estate; ascertaining assets; and discovering whether any
wrongdoing has occurred.” In re Corso, 328 B.R. 375, 383 (E.D.N.Y. 2005); see also In re
Drexel Burnham Lambert Group, Inc., 123 B.R. 702, 708 (Bankr. S.D.N.Y. 1991).

18. Rule 2004 requires the Court to “balance the competing interests of the parties,
weighing the relevance of and necessity of the information sought by examination.” Drexel
Burnham, 123 B.R. at 712. In making this determination, courts consider the purpose of the

request as well as the degree of intrusiveness. Id. at 711-12 (discussing evolution and purpose of

4 See, e.g., In re Drexel Burnham Lambert Group, Inc., 123 B.R. 702, 711 (Bankr. S.D.N.Y. 1991)
(“Starting with the 1978 Code there has been an expansive reading of the rule. ... It can be legitimately
compared to a fishing expedition. It can net the dolphins as well as the tuna; however, the net, in the
discretion of the Court, can be carefully stitched to limit its catch.”) (citing In re Vantage Petroleum
Corp., 34 B.R. 650, 651 (Bankr. E.D.N.Y. 1983)); In re Hughes, 281 B.R. 224, 226 (Bankr. S.D.N.Y.
2002); In re Ecam Publ’ns, Inc., 131 B.R. 556, 559 (Bankr. S.D.N.Y. 1991).
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Rule 2004 and granting Rule 2004 motion, highlighting that the “requested purpose” was for
“claims amendment and claims litigation” and that “[t]he more knowledge FDIC/RTC has about
its claims, the better it, DBL, and the committees will be able to resolve the claims process in
this case”); In Re Hawley Coal Mining Corp., 47 B.R. 392, 394 (S.D. W.Va. 1984) (noting that
appellant failed to show that requested discovery was “oppressive in any manner” and holding
that bankruptcy court did not abuse its discretion in granting Rule 2004 examination).

19.  As can be seen from the attached Schedule A, the requested discovery aims to
investigate (by documents and deposition testimony), the reported multi-billion dollar transfers
of cash and other assets by or into LBHI and/or LBI just prior to the Petition Date, and the
transfers or other events that resulted in the apparent disappearance of such assets from the
current Debtors and other affiliates prior to the sale of LBI’s assets.

20. No issue has been raised as to whether the information sought is within the scope
of Rule 2004 discovery. Plainly it relates to the administration of LBHI’s estate and falls within
the scope of discovery permitted by Rule 2004. The Debtors’ position appears to be that burden
or other practical concerns should insulate them from disclosure. Certainly it is appropriate for
the Court to consider such issues. But we believe the balance here cuts sharply in favor of
disclosure.

21. First, the issue is not trivial. While there is an insufficient factual record from
which to draw any firm conclusion, there is a good-faith basis to proceed to discovery, as (i) a
wealth of information states that vast sums of cash (and possibly other assets) were transferred
on the eve of these Chapter 11 Cases; (ii) there has been no explanation as to what happened to
it, other than the disclosure just before the September 19 Sale Hearing that $1.3 billion that

existed two days earlier was no longer available, see Exhibits 1-4; and (iii) the usual cash-
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management system disclosures are absent. Given the recent revelation that intercompany®
subsidiary transfers took place during these cases, on September 19, additional concern and
confusion has now arisen as to whether additional transfers are continuing to occur without
disclosure or Court oversight. As the bankruptcy court explained in the Drexel Burnham case:

When a trustee takes over a Chapter 7 case, the trustee must learn quickly about

the debtor entity. One of the original purposes of the 2004 examination (formerly

205) was to assist the trustee in this endeavor. See Zydney v. New York Credit

Men’s Association, 113 F.2d 986 (2d Cir. 1940). Thus, a long line of cases,

starting with Cameron v. U.S., 231 U.S. 710 (1914), have defined the purpose of a

2004 examination. The object of the examination of the bankrupt and other

witnesses is to show the condition of the estate and to enable the Court to discover

its extent and whereabouts, and to come into possession of it, that the rights of the
creditor may be preserved. Id., at 717.

123 B.R. at 708 (collecting cases; footnotes omitted). It is imperative that this information,
sought herein by the Harbinger Funds, be disclosed to the creditors and the Court.°

22.  Second, there is a substantial risk of imminent harm. Few of the Lehman entities
are in a chapter 11 or other proceeding; most remain non-debtors. Transfers of highly liquid
assets, such as cash and securities, outside of the Court’s control risks immediate dissipation of
those assets through use, pledge, or further transfer. That is why information concerning the
Debtors’ cash management and alleged transfers is so vital now. Creditors, including the
Harbinger Funds, must make critical decisions now concerning LBHI’s non-debtor affiliates,
and/or other LBHI affiliates subject to proceedings in other jurisdictions, or unaffiliated
transferees, in order to respond to their investors and shareholders at risk of suffering enormous

potential losses in these cases.

> It appears that the LBI subsidiaries were transferred, an instant before the effectiveness of the SIPA
Trustee appointment, to a non-debtor — but wholly owned — subsidiary of LBHI. See Exhibit 5.
Accordingly, the transferred assets appear to be outside the protection of the automatic stay.

® The information sought does not relate in any way to trade secrets or competitive matters. There is no
plausible reason that it should be kept secret.
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23. In short, the “melting ice cube” problem for assets that may have been transferred
out of the small chapter 11 umbrella is a huge one. With the LBI asset sale now closed, this
practical problem has shifted away from the Debtors and falls heavily on the creditors. There
may be a swift erosion of creditors’ valuable rights, as each day increases the risk that
commingling of proceeds, intervention of good-faith transferees, and other factors will make
unwinding of transactions difficult or unfeasible. There is an urgent need to get to the facts.

24.  On the Debtors’ side of the balance stand concerns of burden. Those concerns
must be viewed in the context of the significance of the issue presented, and would fall away
even if a far more burdensome request had been made. But the request is not burdensome. The
Harbinger Funds do not seek to conduct an unfettered “fishing expedition”; they neither seek nor
want “millions of documents.” It is simply not credible that the basic facts concerning asset
transfer are not available in summary form, and we have been careful to craft our request, in the
appropriate places, to request only “documents sufficient” to show the relevant facts. LBHI
personnel surely have a present understanding of the material funds and property flows, and
immediate access to sufficient documents to demonstrate those facts. The Harbinger Funds want
no long depositions — the single deposition sought would be one to provide the explanation that
will be necessary to explain the crucial documents. Further, the Harbinger Funds stand ready,
both before and after any hearing on this 2004 Motion, to tailor the request in such a way that the
facts can be provided swiftly and efficiently.

25. Long and burdensome discovery would serve no-one’s interest. What is critical is
that creditors quickly gain a working understanding concerning material funds and property
transfers that have occurred or that the Debtors contemplate going forward so that they can

protect their interests.
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26. If the Debtors had disclosed this information in their filings to date, as ordinarily
happens on the first day of any chapter 11 case, there might today be no need for this motion.
The information is basic and must necessarily be close at hand. The Debtors should not be

permitted to continue to withhold it.

WAIVER OF MEMORANDUM OF LAW
27.  As there are no novel issues of law presented herein, the Harbinger Funds
respectfully request that the Court waive the requirement that the Harbinger Funds file a

memorandum of law in support of this Motion pursuant to Local Bankruptcy Rule 9013-1(Db).

NO PREVIOUS MOTION OR APPLICATION
28. No previous motion or application for the relief sought herein has been made to

this or any other Court.’

" Pursuant to the Case Management Order, the movant did seek telephonically to have the hearing on this
2004 Motion expedited. That relief was not granted.
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CONCLUSION
For the foregoing reasons, the Harbinger Funds respectfully request that the Court
(i) grant the 2004 Motion in its entirety; and (ii) grant such other, further relief as the Court
deems just and proper.
Dated: New York, New York

September 26, 2008
BINGHAM McCUTCHEN LLP

By: /s/ Jeffrey S. Sabin

Jeffrey S. Sabin

Ronald J. Silverman

Sabin Willett, admitted pro hac vice
Rheba Rutkowski, admitted pro hac vice
399 Park Avenue

New York, New York 10022

Telephone No.: (212) 705-7000
Facsimile No.: (212) 752-5378

Counsel to Harbinger Capital Partners Special
Situations Fund L.P. and Harbinger Capital
Partners Master Fund I, Ltd. (f/k/a Harbert
Distressed Investment Master Fund Ltd.)
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SCHEDULE A

RuLE 2004 DiscCoVvERY OF DEBTOR LEHMAN BROTHERS HOLDINGS, INC.

AREAS OF INQUIRY FOR DEPOSITION

The Harbinger Funds request to depose the Chief Financial Officer and/or other
knowledgeable senior corporate representative of Debtor Lehman Brothers Holdings Inc.
(“LBHI’") concerning, inter alia:

1. The flow, movement, and transfer of funds, cash, securities, repurchase
agreements, swap agreements, derivative securities, and/or other property after August 15,
2008 between, on the one hand, debtor LBHI or its wholly owned subsidiary Lehman
Brothers, Inc. (“LBI”), and, on the other hand, the affiliates and other subsidiaries of LBHI,
including but not limited to, Lehman Brothers Special Financing, Inc. (“LBSF”) and

Lehman Brothers International (Europe) (“LBIE”) (the “Transferred Property™);

2. The disposition, use, transfer, and/or current custody of Transferred Property

after its transfer to LBHI or LBI.

DESIGNATED DOCUMENTS TO BE PRODUCED
1. Documents sufficient to show the flow, movement, and transfer of
Transferred Property.
2. Internal work papers, emails, and/or similar documents that refer to the
reasons and rationale for the flow, movement, and transfer of Transferred Property.
3. Documents sufficient to show the disposition, use, transfer, and/or current
custody of Transferred Property.

4, An accounting of all material Transferred Property.

ADDITIONAL DEFINITIONS AND INSTRUCTIONS
As used herein, the following terms shall have the following meanings:
1. “Document” means those things described in Fed. R. Civ. P. 34(a), made

applicable in bankruptcy cases by Rules 7034 and 9014 of the Federal Rules of Bankruptcy



Procedure, including without limitation the original and each draft or otherwise non-identical
copy of such document, all writings, graphics, printed matter, recordings of any kind, including
audiotape, videotape, and all information retrievable from computer systems, including
electronic mail, in the actual or constructive possession, custody, care or control of defendants,
their attorneys, or other persons or entities acting on behalf of the defendants. Any copy
differing in any respect from an original shall be deemed herein to be a separate document.

EE 11

2. A document that “concerns,” “refers to” or “relates to” a given subject matter
means any document that evidences, constitutes, describes, contains, embodies, reflects,
identifies, states, references, deals with, or is in any way pertinent to that subject, including,
without limitation, documents concerning the presentation of other documents.

3. The following terms are defined herein as they are in 11 U.S.C. § 101: “affiliate,”

77 Gk 77 LL

“repurchase agreement,” “security,” “swap agreement,” “transfer.”

4. The term “derivative securities” is defined herein as it is in 17 C.F.R. § 240.16a-
1(c).

5. “Harbinger Funds” means Harbinger Capital Partners Special Situations Fund,
L.P. and Harbinger Capital Partners Master Fund I, Ltd., f/k/a Distressed Investment Master
Fund, Ltd.

6. The terms “LBHI,” “you,” and “your” means Lehman Brothers Holdings, Inc.
including its officers, employees, attorneys, agents, servants, directors, subsidiaries, affiliates,
representatives, investment bankers, and/or anyone acting on the instructions of or on behalf of
or in active concert or participation with LBHI.

7. “LBI” means Lehman Brothers, Inc., including its officers, employees, attorneys,
agents, servants, directors, subsidiaries, affiliates, representatives, investment bankers, and/or
anyone acting on the instructions of or on behalf of or in active concert or participation with LBI.

8. “LBSF” means Lehman Brothers Special Financing, Inc., including its officers,

employees, attorneys, agents, servants, directors, subsidiaries, affiliates, representatives,

investment bankers, and/or anyone acting on the instructions of or on behalf of or in active

2



concert or participation with LBSF.

9. “LBIE” means Lehman Brothers International (Europe), including its officers,
employees, attorneys, agents, servants, directors, subsidiaries, affiliates, representatives,
investment bankers, and/or anyone acting on the instructions of or on behalf of or in active
concert or participation with LBIE.

10.  The singular form shall include the plural and vice versa, wherever such dual
construction will serve to bring within the scope of these requests for production any answer or
response that otherwise would not be brought within its scope.

77

11. The words “and” and “or” shall be construed both conjunctively and
disjunctively, and each shall include the other, wherever such dual construction will serve to
bring within the scope of these interrogatories any answer or response which otherwise would
not be brought within its scope.

12. If any document that would have been produced is no longer in your possession or
custody or subject to the your control, please state the present location of such document.

13. If an objection is made to any request made herein, on privilege grounds or
otherwise, for each item and category objected to please state the following, along with your
objections to the production thereof: (a) the date of the document; (b) its general nature (e.g.,
letter, memorandum, etc.); (c) the name(s) of the person(s) who prepared, signed or participated
in the preparation of the document and the relationship of said person(s) to the plaintiff; (d) the
name(s) of the person(s) to whom the document was addressed, given or sent, or of the
recipient(s) of the document and any drafts or copies thereof; (e) the identify of each person
having possession, custody, or control of such document or copy thereof and the relationship of
each such person to the plaintiff; (f) the subject matter or circumstances of the preparation of the
document in sufficient detail to ascertain the availability of the claim of privilege or protection;
and (g) the legal or factual basis for such claim of privilege or protection.

14. If no documents are in existence that are responsive to a particular request or

subsection thereof, your answer must so indicate.
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15.  When any original, draft, copy, or reproduction of any document responsive to
any of the following requests contains or has been revised to include any postscript, notation,
change, amendment, or addendum not appearing on the document itself as originally written,
typed or otherwise prepared, produce each such revised original, draft, copy, or reproduction.

16. Documents shall be produced in their original file folders, or, in lieu thereof, any
writing on the file folders from which documents are taken shall be copied and appended to such
documents. Documents shall be produced as they are kept in the usual course of business or
organized and labeled to correspond with each numbered paragraph and each lettered
subparagraph of this request for production in response to which such documents are being
produced.

17.  All document requests herein are continuing and are to be supplemented to the
fullest extent required by Federal Rules of Civil Procedure and the Federal Rules of Bankruptcy

Procedure. The Harbinger Funds reserve the right to serve further document requests.
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Evening Standard (London, UK)
Copyright 2003 Associated Newspapers Company

September 17, 2008

My anger over Lehmans' $5 billion ' betrayal © of Y.ondon
Talking for the first time, a senior insider at the bank that went bust describes
thie fear thdat grew id the final months, the arrcgance of the bank's big players -
-and the transfer of a vast sum of money that left the London office penniless

DAVID COHEN

THE DAY after the fall of Lehman Brotherg, Robert Daniels, a director and a senior
departmental head at theé Canary Wharf headquartérs, is sitting contemplating his
future over a stiff espressd when an incongruous email drops ontd his BlackBerry.

THE DAY after the fall of Lehman Brothers, Robert Daniels, a director and a senior
departmental head at the Canary Wharf headquarters, is sitting contemplating his
future cover a stiff espresso when an inecongruous email drops onte his BlackBerry.

It is from Ravi Mattu, global head of research at Lehmans on Wall Street, and it
says: "I am extremely pleased to announce that for the ninth year in a row, Lebman
Brothers' fixed income research team is ranked number one in ‘the annual
institutional investor survey of 1,330 profegsionals at 490 institutions.

This achievement is the direct result of a team effort and I want to congratulate
the entire fixed income division for this tremendous homour." At first Robert, 386,
a father of three who lives in Chelsea and who would have earned $700,000 this
year, shows me the email as 4n example 6f the "bizarre culture of denial" that has
characterised the past few months at Lehmans. "I've heard of rearranging the deck
¢hairs on the Titanic while it's sinking but not after the ship has already sunk,"”
he gays. "If it wasn't so sad, it would be pretty hilarigus." Woken on Monday by a
d4am text from a colleague in New York to say that Lehmans had filed for bankruptcoy,
Robert has watched his $200,000-worth of Lehman shares (half of last year's bonus)
dwindle to less than a prawn sandwich. He is shocked at how badly things have
turned out, he says when we meet cutside the company's gleaming offices, but as the
day progresses, his resentment at being left "rudderless" for so long "and now
jobless™ will turn to anger.

He and his celleagues now know that the New York subsidiary of Lehmans ig deing a
deal with Barclays Bank to save its broker/dealer cperation. "This is the
disgusting bit," he says, "it has been done at the expense of Lehmans in London."
What does he mean? Atcording to Robert, billions of dollars disappeared from

% 2008 Thomson Reuters/West. No Claim to Orig. U8 Gov. Works.
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Lehmans' Londen bank acdcount over the weskend. On Fridays, he. explains, London
typically transfers billiens to New York and is issued with a portfolio of assets
in return. "It's a standard intercompany transfer that happens every Friday te fund
the US assets over the weekerid and every Manday the trade is reversed," says
Robert,

Thig Moriday, he says, was different.

"The money was not returned to our bank account from the US and all we were left
with was a bunch of useless assets. Nobody can tell us where it has gope. What we
do know is that the money disappeared on Friday night and did not come back into
our account on Menday morning. That is why the administrators came in on Monday and
found no cash and said they probably can't pay cur Septenmber salaries.

" Pepple were surprised, because a few dayi before we had over $ Sbhillion in our
bank account, novw we suddenly couldn't even afford the % 150 million September
sala¥ry bill.r"

FRCM a legal perspective, the reason the money was not returned is straightforward:
late on Sunday night, Lehman declared bankruptcy and as such:all assets were frozen
pending the liguidators,

But dccording to Rgbert and his colleagues, guestions are being asked about the
"fortuitous Sunday rnight timing" of the bankruptey annpuncement "at least as far
as the US subsidiary of Lehmans is concerned",

'a few hours later and those billions would have been back in Londen, making the
Lendon subsidiary cash-rich and a more attractive takeover target to potential
guitors like Barclays than the hitherto -cash-poor dealer parts of the US
gubsidiary, " says Robert.

"Most of the 4,500 London employees of Lehmans have no idea that we might havé been
sold down the river by cur New York colleagues but those whe do know are extremely
upset. It's like we've been atdbbed in the back.

"The consequences could be grave. It could be a huge legal issue, sctting London
Lehman efployees against their New York colleagues. But it gogs beyond who gets
paid their September salaries. This iz killiong we're talking dkout; billidns that
have been mgved overnmight out of the UK to the US to the detriment of the British
economy, and which might have to be repatriated to London." Robert, whose name has
been changed at his reguest to protect his identity and who wag headhunted to join
Lehman8 from another City bank twe years age, sigys that since thunder clouds began
gatherirg over his company some five months ago, the top brass have attempted to
keep middle management like him in the dark.

"Lefman is run by a very tight group ¢f people whe never consulted with us and
hardly bethered to come to London.

We called Richard Fuld [the chief executive officer nicknamed The Gorilla because
of his obsession with weight lifting] the invisible man because he never put in an

© 2008 Thomson Reuters/West, No Claim to Orig. US Gov. Works.
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appearance.

and when the big gquns did come, like Kaushik Amin, global head of liguid markets,
he told us nothing and showed no leadership." Robert recalls the worning meeting
hosted by Amin a few weeks ago. "He addressed about 40 traders on the fourth floor
and when he finished, the traders started telling him about other banks being
reticent to trade with us and asking for reassurance as te ocur future.

He sdaid: 'Everything is fine, we're the market leaders.' Then hé rebuked the
traders for not wearing ties oh the trading flooyr at all times.

"In retrospect you wonder: was he blinded by arrogance? Was he in denial? How could
he tell us off for not wearing a tie at a time when the bank was going under?" The
first rumcurs of rain; Robert says, came in May this year when Lehmans pested its
second gquarter results showing lesses of 4$2.8 billion, "the first time the bank had
experienced negative earnings”.

"It showed that our micro-hedge strategy of hedging our bets against a collapsing
property market by betting on interest rates falling had failed.

"Contrary to popular belief, the problem was not our exposure to the sub-prime
market, which was acceptable; but rather our massive $85 billion investment in the
commercial property market which had suffered the knockon effect of the precipitous
collapse in the residential housing market.

*"The losses caused a great=dea1-of anxiety inside the firm, and speculation from
other bankers, that we were about to go the way of Northern Rock and it meant that
some other barpks didn't want to trade with us any more.

"The responge by the top brass was to geét us managers to gyo cut and see clients to
tell them it was 'just a blip' arnd that 'Lehmans wasg very much in business'.

"But one by one, clients that had been trading with us for years started to make
excuses and shy away from any exposure to us," As confidence drained away, Jeremy
Isaacs, chief executive of Lehmans in Europe, the Middle East and Asia, axrranged
for a Q& A session last Jume to calm his employees' nerves. There was only room for
director level -and above as 200 bankers crammed into Lehmans' ground floor
auditotium.

"Isaace told us that some bad decisions had been made but he pinned it on two
individuals -operating 0fficer Joe Gregory and the chief financial officer Erin
Callan who had both since been fired and he said that everything was going to be
fine.

"Hig mood was a mixture of confidence and arrogance and he succeeded in reassuring
many of ws that it was inconceivable the bank would fail, At that stage, we knew
there was a hcle in the hull but none of us except perhaps Jeremy had any idea
just how large it was." For months the. bank limped on, trying to implement a new
strategy of raising fresh capital and turning away from real estate towards a
commission-based income mcodel. The former led to failed talks with the Xorean
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Development. Bank, the latter foundered kecause of speculation as te mounting third
gquatrter losses that ¢aused cliernts to shy away.

For Robert; it was a confusing time,

His own division, he says, had an incredikle year and posted record profits fer the
setond vear rumming. "In our sectien, we were making hundreds of millions fér the
bank. It was hard te keep reminding ourselves about the bleak bigger picture.®

Three weeks ago, staff were informed qf the new "good bank, bad-bank" strategy,
whereby the toxic commercial real estate assets were to be hived off into a
separate conpany and the good profitable bits kept in Lehman Brothers,

Last week the market regponded to this stratedy, alohng with the announcement of
third guarter logses of $3.9 billien, by knocking 45 per cent off the value of the
shares. From a high of $60, the shares were worth just £7.79.

"At that point, the atmesphere inside our Bank Street office was frantic. We knew
there was no longer a strategy and that what we desperately needed was a buyer to
bail us out." Nevertheless, says Rcobhert, even as late as Friday night, he felt 100
per cent convinced that Lehmans would gurvive and that Barclays or Bank of America
would huy it out. "I would have bet anything on it. I weént to bed on Sunday night
fully expecting to go in for business dg usual on Monday.*™ Is he worried about his
future? "Yes," he says. "Although I live firugally conpared to your typical kanker,
I have three youirgd children at private schoola.

My wife :and I sat up last night working out that we have enough money to survive
for six months. It won't be easy getting a job in the current conditions.

Some of my tolleagues have already been out interviewing today but nobody I know
has had any luck.

"There was a lot of stress in the building on Monday with seme p=ople angrily
packing their belongings in boxes and leaving. Teday it's gquieter. I came in late
after taking fmy seven-yearcld son to school. He wanted to know why I was taking
him, begause I never do. I said: 'Becausé I've lost my job.' He said: 'Good, maybe
now I'll see mere of you.' His perspective helped take the edge off, I suppose.

"But then I saw a colleague who has been at the bank a long time and who has lost
$10 million all his bonuses, vested in shares, are now worth nmothing. T think
we're all beginning to understand that banking is a risky business.

Semeétimes you hit the bar, and semetimes the bar hits ydu.

"Right now, although there are a lot of bankers with very sore heads, we are
determined to get to the bottom of what's happened to the billions of dollars that

were btransferred late on Friday to New York and that were never returned to
London . "

---- INDEX REFERENCES -~-«-
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Lehman Moved Cash Fast
Some $8 Billion Went From London Béfore Barikruptey

By CARRICK MOLLENKAMP and IEFFREY MCORASKEN

Clients and accountants are probing how Leliman Brothers Holdings Inc. moved
billions of dollars from its London operations to New York just ahead of its
bankruptey filing this past week.

At issue: whether transferring $8 billion to New York was an effort to shore up
the unit there so it could be sold at the expense of the London office, a person
familiar with the matter said.

On Friday, in federal bankruptey court in New York, Lehman sought approval to
sell off much of its North American eperations to Barelayé PLC of the United
Kingdom,

The money transfer to New York is raising questions about the speed and haste
of Lehman's efforts to file for bankruptey and complete a sale to Barelays,

Lawyers for Lehman argued in court Friday there was no time to wait forthe
bankruptey filing,

They argued that the firm's broker-dealer customers and its employees, mostly in
its investment bank, are in‘danger of disappearirig with each passing day.

Lehman's holding company filed for Chapter 11 bankruptcy protection on
Monday, but the firm's U.S. broker-dealer stayed in business long enough for
Barelays to arrange the purchase of assets including Lehman's brand name,
technology, 10,000 employees, midtown Manhattan offices-and two New Jersey
sites.

As the largest bankruptey filing in U.S. history, the Lehman case is marked by an
unusual rush and lack of public disclosure about what specifically was being sold
to Barclays. Lawyers representing the Federal Reserve, Treasury Department,
Securities and Exchange Commission and U.S. Trustee's office all stood up in
court to urge the judge to autherize the sale, arguing the global financial markets.
would be harmed by a delay.

On Friday, angry creditors pushed and shoved to‘get into Judge James M. Peck's
court. On several occasions a security guard yelled at the ecrowd. Harvey Miller,
lead counsel for Lehman on the bankruptcy filing, needed someone to elear a
path for him to get in the room and to the front of the court.



Lehman sought court approval for the sale to Barclays, despite objections raised
in court documents hy companies such as Verizon Comrmunications Inc.,
Occidental Energy Marketing In¢. and hedge-fund firm Harbinger Capital
Partners. One creditor made a motion to'the court pleading fora delay. "Here
there has been hardly a moment to breathe,” the court filing said.

Terms of Sale

On Friday, there were a number of changes o the terms of the sale to Barclays.
The originally agreed total sale price of $1.75 billion could be lowered by $100
million to-$206 million. The British bank will take on $47.4 billion in assets and
$45.5 billion in liabilities, instead of $72 billion in assets and $68 billion in
liabilities, The drop in the assets reflects the decline in the value of Lehman,
securities during the past week.

The purchase price was lowered because of lower appraisals of real estate in New
Jersey. Barclays will get a licens¢ on Lehman's name for two'years, instead of
permanently, Barclays will now keep any profits from the sale of any assets;
previously, Barclays was to give Lehman's estate the first $500 million in any
profits and split the profits on the next $50.0 million in sales.

Meanwhile; PricewaterhouseCoopers LLP, the inselvéency administrator for
Lehman's London-based units, sent a letter recently to Lehman in the U.S.
requesting that $8 billion be paid back, a person familiar with the matter said.
PricewaterbouseCoopers has said it is reviewing all transactions.

Lehman's lawyers said at Friday's hearing that Barclays also has agreed to
purchase Lehman's private-investment-management business, a brokerage unit
within the firm's asset-management arm. Private-equity firms Bain Capital LLC
and Hellman & Friedman LLC are expected to reach an agreement in the eoming'
days to acquire-other parts of Lehman's asset-management business, in¢luding
money manager Neuberger Berman,

A New York investment fund and Lehman client, Amber Capital Investment
Management, made a filing Friday afternoon raising coneerns that soie $8
billion was "misappropriated” from Lehman Brothers International (Europe) to
Lehman in the U.S. just before the filing. Amber asked the judge to set aside the
proceeds from the Barclays sale while the $8 billion transfer is investigated.

Cash Sweep

According to PricewaterhouseCoopers and Lehman executives, monies residing
in Lehman units based in Europe or Asia typically were swept up each day and
transferred to Lehman’s group treasury in New York: The money was later
dispatched back out to the units. Spokesmen for Barelays and Lehman declined
1o comment,

Tony Lomas, a PricewaterhouseCoopers partner working on the Lehman
insolvency in London, said this past week during a London news conference,
"Every subsidiary, here and elsewhere in the world, was dependent upon the flow
of cash back from New York each morning to meet its obligations."



But when Mr. Lomas arrived at Lehman in a skyscraper in London's Canary
Wharf on Monday, "Quite bluntly, there was no cash," he said Monday.
Employees' paychecks have been delayed, vending machines are running dry,
and many of the firm's London employees are looking for new jobs, The London
vffice took out a loan to pay employees, a person familiar with the matter said.

"Any time you are on the eve of bankruptcy and have big transfer of money like
that, it will be the subject of review or some sort of investigation,” said Don
Workiman, head of the bankruptcy and restructuring practice at the law firm of
Baker Hostetler in Washington, D.C., whose firm is following the case for clients
who did derivatives trading with Lehman. "The British may say, ‘That's our $8
billion.™

—Peter Latiman contributed to this articte.
‘Write to Carrick Mollenkamp-at carrick.mollenkamp@wsj.com and Jeffrey

MeCracken at jeff.mceracken@wsj.com
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QOutcry Grows Over Transfer of U.K. Funds by
Lehman

ByEERRICK MOLLENKAMP, JEFFREY MCCRACKEN and JOELLEN PERRY

The fate of Lehiman. Brothers Holdings Inc.'s operations remains clouded by
eontroversy despite the approval by a U.S. bankruptcy judge of the sale of the
securities firm's U.S. operations to Britain's Barclays PLC.

Even as the Barclays sale was approved Saturday, more Lehman clients,
employees and others have objected, claiming they are owed money or asséts,

At jssue is how Lehman transferréd corporate funds and client assets from its
European operations when the parent firm in New York filed for bankruptcy-and
later agreed to sell its U.S. brokerage and investment-banking operations to
Barclays.

Meantime, Lehman bankers in London late Sunday were considering selling all
or parts of the European operations to Nomura Holdings Inc., the Japanese
investment bank, or Barclays, A sale to Nomura was a leading option Sunday but
any deal could come-undone.

One goal in finding a buyer was preserving thousands of jobs that appeared to be
in’jeopardy after the European unit filed for insolvency proceedings a week ago.

In a packed courtroom Saturday, a U.S. bankruptcy judge in New York approved
the U.S. sale'to Barclays following an eight-hour hearing where creditors and
othets opposed the sale. One of their objections was Lehman's internal transfer
‘of funding out of London.

Lehman meoved miore than $8 billion between Lehman'’s European headquarters
in London and New York, where Lehman collects money from its giobal units
and then disperses it daily.

On the Friday before Lehman filed for bankruptey, Lehman's London office was
surprised to find that billions of dellars it expeéted in its accounts weren't there,
according to a person familiar with the situation. Lehman's London insolvency
administrator PricewaterhouseCoopers is seeking to have it repaid.

‘The issue took on political momentum over the weekend when UK. Prime
Minister Gorden Brown said he is working with U.S. authorities to get billiens of
dollars returned to the London unit.

"We are asking and working with the American government to-gét that money



back to pay salaries, not of highflying financiers, but of cleaners and people who
are computer pperators who would otherwise be denied their money,” Mr. Brown
said while atténding hig Labour Party's annual conference in Manchester.

Broad Problems

Problems could éxtend throughout Europe. Among other fund-raising-efforts,
Lehman's German unit, Lehman Brethers Bankhaus AG, swapped assets for
funding from the European Central Bank. That could leave the central bank
holding assets and unable to obtain money from the Lehman unit 6 cover a
decline in the value of the assets, people familiar with the matter said.

‘That could pose a problem for the ECB, which might need totake a loss on its
hooks at year end if the assets’ values were marked down. Lehman assets.are also
no longer eligible as collateral for the ECB's funding operations since the bank
filed for bankruptey.

While a large bank with offices around the world would be expected to transfer
money aimong its operations, Lehman’s moves appear to go beyond that; people
familiar with the matter said.

The banktuptey judge hedring Lehman's case in New York decided Saturday that
questions about the transfer of funds shouldn't delay the sale to Barclays. Judge
James Peck said that rejecting the sale "could prove to be truly disastrous”
because of the jobs and customer accounts at stake.

The events inside his packed courtroom on the sixth floor of the federal
-equrthouse iri Manhattan - with the crowd spilling into the hallway ~ were
"significant to the markets, to the U.S. economy-and to the global economy,”
Judge Peck said.

"‘We Should Be Safe'

Since money isn't being transferred to Barclays, if any transfers were
inappropriate, they could be addressed later, he ruled, "In practical terms, we
should be safe.”

In a sign of how quickly Lehman's business was changing, Lehman operating
chief Herbert "Bart" H. McDade ITI said in court that at the time the deal was
reached with Barclays; Lehman's broker-dealer business had $1.3 billion in eash,
$7o0 million of which would have gone to Barclays. Now, there is virtually no
cash left, Lehman lawyers said, after the Chicago Mercantile Exchange Thursday
unilaterally closed Lehman's trading positionsion the exchange.

The retirement fund for Lehman's employees in the U.K. also i% lining up to
object. Lehman's administrators in London have applied to the U.K.'s Pension
Protection Fund. That fund will examine the pension plan-and see if it is eligible
for compensation. The filing is typical, and the protection fund is expected to
analyze whether there are insufficient amounts to cover the pension plan's
liabilities.



GLG's Claims

Among clients claiming in court filings that cash may have been improperly
moved between the London and U.S, units is London hedge fund GLG Partners
LP, which alleged in court papers that assets "may have been misappropriated.”

In its filing, GLG, one of Europe's biggest hedge funds, said Lehman's. London
unit has been its prime broker in recent years and that GLG holds significant
claims dgainst Lehman's European operations. Lehman also owns a stake in
GLG,

'May Require Investigation'

PricewaterhouseCoopers LLP, which is overseeing the insolvency proceedings of
Lehmain's main European unit -- Lehinan Bréthers Inteimational (Eurepe), or
LBIE -- says in eourt filings that an early inquiry into Lehman'’s operations has
revealed "substantial transfers of securities out of LBIE which merit close
investigation."

The firm said it has "identified more than $8 billion in such funds that are due to
LBIE but that LBIE does not hold. As the investigation progresses, it is quite
possible the joint administraters will discover further transfers that may require’
investigation,"-according to the PricewaterhouseCoopers court filing.

Lehman's Mr. McDade said he had seen internal Lehman financial documents
regarding intercompany transfers from Europe of $8 billion.

Mr. McDade declined to comment during a break from the hearings.

PricewaterhouseCoopers is locking at whether Lehman's movement of hedge-
fund-client money owed to Lehman's London unit was proper.

Typically, Lehman would transfer hedge-fund elients' securities out of its main
European unit, LBIE, to its U.S. broker-dealer, then to & Lehiman unitin
Luxembourg, and then to a néw prime broker. Then, Lehman U.S. would send.
funds tied to the original securities back to London.

Just before Lehman filed for bankmptey, however, securities left London but the
money tied to them was never returned to the London office, says
PricewaterhouseCoopers,

—PBana Cimilluga and David Crawford contributed to this article.
‘Write to Carrick Mollenkamp at carrick. mollenkamp@wsj.com, Jeffrey
McCracken at jeff. meeracken@wsj.com and Joellen Perry at
joellen.perry@wsj.com
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HEADLINE: : Lehman Brothers Japan files for bankruptey protection
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BODY:

Lehman Brothers Japan Inc. filed for bankruptcy protection Tuesday with the Tokyo District Court following the
collapse of its U,S. parent firm, marking the second-biggest corporate failure in the postwar period in Japan with the
combined liabilities of the Japanese group totaling 3.43 trillion yen.

The Japanese unit of U.S. séeurities housé Lehman Brothers Holdings Inc., together with its Japanese holding com-
pany, invoked the Civil Rehabilitation Law,

"We decided it was best to file for civil rehabilitation in order to avoid a grave impact on financial markets,” Leh-
man Brothers Japan President Akio Katsuragi said at a press conference in Tokyo.

The liabilities eft by thie Japanese group mark the second-largest corporate failure in terms ‘of debt'in the postwar
period in Japan, according to private credit research agency Tokyo Shoko Research.

The move came afier the fourth-largest U.S. securities house filed for banknuptcy protection Menday in New York
after bailout talks faltered over the weekend.

In the rehabilitation process; "finding sponsors is one of the options we could take," Katsuragi told reporters with-
out elaborating. He declined to comment on which of the group's businesses is-most likely to remain intact.

The group, which employs 1,300 people, will later look into the assets it manages, the president said,

As for any negatwe impagct on the global economy from Lehman's failure, he acknowledged that it would be "very
serious" as stock prices hiave plunged around the world.

"It is of course necessary for 2 manager to anti¢ipate to a certain extent 4 situation that is normally unlikely to oc-
cur. But we were unable t6 respond in time ‘amid dramatic movements in the markets," Katsuragi also-said when asked
about the reason for Lehman’s failure,

On Monday, the Financial Services Agency ordered Lehman Brothers Japan to suspend operations for 12 days
through Sept. 26 as the country's financial watchdog received a report from the Japanese unit saying it may fall into
default in the long run,

The FSA also ordered the unitto retain certain assets within Japan in order to prevent Lehman assets here from be-
ing transferred to its other units and affiliates outside Jdpan as well as to protect investors here.

The Japanese unit manages about 1.2 trillion yen worth of assets, mainly for institutional investors, the agency said.

The Tokyo Stock Exchange said Tuesday moming it will suspend trading by Lehman Brothers Japan at the bourse
from Tuesday fot an indefinite period of time.



Page 2
: Lehman Brothers Japan filés for bankruptcy protection Japan Economic Newswire September 16, 2008 Tuesday 1:03
PM GMT

Meanwhile the Finance Ministry-said it has decided to delist Leliman Brothers Japan as a special market participant
or primary dealer in the government bond market for 11 days, starting Tuesday.

The U.S. brokerage opened the Tokyo branch in 1986 and expanded its businiess by taking stock orders for foreign
investors and threugh bond matket profits.

The Japanese unit of Lehman made its name known after providing 80 billion yen to Japanese Intemnet service firm
Livedoor Co. to help purchase Nippon Broadcasting shares in 20085,

Matket dealers said that the exit of Lehman, which has great influenice over recommending brand stocks, will ad-
versely affect niot only share prices but aiso trade volurne.
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LB I GROUP INC.
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LEHMAN ALI INC,

By:
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By: [/ Fa/ PV
Name: £

Title: BARRY J. O'DRIEN
L

Ka Fr

[Signature Page to Transfer Agreement]



00 NP R W

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24,
25.

Schedule 1
SUBJECT ENTITIES

Blue Jay Realty Corporation

FRAH Special Services Inc.

LB I Group Inc.

LBI India Holdings Mauritius III Limited
LB Leasing Inc.

Lehman Brothers (Israel) Inc.

Lehman Brothers (Spain) S.A.

Lehman Brothers de Venezuela C.A.
Lehman Brothers Derivative Products Inc.
Lehman Brothers Europe Inc.

Lehman Brothers Finance (Japan) Inc.
Lehman Brothers Financial Products Inc.

Lehman Brothers Investment Holding Company Inc.

Lehman Brothers International Services, Inc.
Lehman Brothers Holdings International Inc.

Lehman Brothers Investment Management Asia Limited

Lehman Brothers Overseas Inc.

Lehman Brothers Securities Taiwan Limited
Lehman Brothers South Asia Limited (inactive)
Lehman Brothers Special Financing Inc.
Lehman Commercial Paper Inc.
Lehman Realty & Development Corp.
MBR/GP Corp.

RIBCO LLC

RIBCO SPC, Inc.
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