
Front: Wllliarn Walsh/NYiFRS 
Sent: Sep 18, 2008 22:41:17 

Highly Confidential New York Fed Information 

To: Sandy Krieger/NY/FRS@FRS 
Cc: Andre\v Danzig/NY/FRS(q)FRS; Annmarie RoweStraker/N'Y'/FRS@FRS; Brian Begalle/NY/FRS@FRS; Chris 
Burke/NY/FRS@FRS~ Chris McCurdy/NY/FRS@FRS; Dina March1on1/NY/FRS@FRS; Frank Keane/NY/FRS@FRS; 
HaeRan Kim/NY/FRS@FRS; Jarnes P BergiwNY/FRS~!)FRS:, Joyce HansenJNY/FRS@FRS; Lisa 
Joniaux/NY/FRS@FRS; Lorie Logan/NY/FRS@FRS; Lucinda Jlv1 Brickler/NY/FRS@FRS; IVlichael 
Schetzel!NY/FRS(~FRS; Ra11ia C Jamal!NY/FRS@.FRS; Richard Robens/NY/FRS@FRS; Spence 
Hilton/NY/FRS@FRS; Stephanie He1ler/NY/FRS@FRS; Susan McLaughhn/NY/FRS@FRS; Terrence 
Checki;NY/FRS@FRS; Theodore Lubke;NY/FRS@FRS; Thomas Baxter/NY/FRS@FRS; William 
Dudley /NY /FRS@ FRS 
Bee: Andre\v Danzig/NY /FRS@.FRS; Annn1arie RmveStraker/N Y/FRS@FRS; Brian Begalle/NY/FRS@FRS; Chris 
Burke/NY/FRS@FRS; Chris McCurdy/NY/FRS@FRS; Dina IVIarchioni/NY/FRS@FRS; Frank K.eane/NY;FRS@FRS; 
HaeRan Kim/NY/FRS@FRS; James P Bergin;NY/FRS@FRS; Joyce Hansen/NY/FRS@FRS: Lisa 
Joniaux/NY/FRS@.FRS; Lorie Logan/NY/FRS@FRS; Lucinda M Brickler;NY/FRSCg)FRS; ~'lichael 
SchetzeJ;NY/FRS@FRS; Rania C JarnaJ/NY/FRS@FRS; Richard Roberts/NY/FRS(q)FRS; Spence 
Hilton/NY/FRS((_l:}FRS; Stephanie He1ler;NY /FRS@ FRS; Susan McLaughlin/J\;}T/FRS@FRS; Terrence 
( '} 1· 'N·'..TIJ::Rsr:I-·R)c 'I'! d · -I· l' 'N··v;l-.R--,,;;1-·J'S-, 'l···t -f~ 'N''T 1I-.J-)S -~I'l'S V"l'' Jeccl/ : 1 /i' , \f:l)' '-'!; leO ore _,U H\e/ · u- S,~' "-~; lOmas _axtef/l' 1; '"-•--@ · ,._,_.; .Yl!lam 
Dmlley /NY/FRS@F RS 
Subject: Re: IMPORTANT: lbi/bci transactions tomorrow 

Just for the record we are still processing the collateral into BCI's PDCF account! 

vVilliam A. Walsh 
Assistant Vice President 
Discount Offlcer 
Federal Reserve Bank ofNew York 
(212) 720-7743 
Fax(212)720-5686 

Sandy Krieger/NY!FRS 
09/18/2008 10:29 PM 
To Chris Burke/NY/FRS@FRS, Lucinda M Brick1er;NY/FRS@FRS, Andrevv' Danzig;NY/FRS@FRS, Annmarie 
RoweStraker;NY /FRS@FR S, Brian Begalle/NY /FRS@! FRS, Chris McCurdy !NY /FRS@FRS, Dina 
Marchioni/NY/FRS@.FRS, FrankKeane/NY/FRS@)FRS, HaeRan Kim/NY/FRS(~FRS, James P 
-r3 · ·N·'-T'l .. Rsr;--:-r'i'"' J ·fr · 'NY- 1F'l3 S··.--:-~ri)S 1·- J · 'NY-;f-·Rc.--:·'F'-IH; I · T 'N''7 'l··nsr;-;;-,I'l'S., t ergm/.' l I ' , .f§)c "-~, oyce _- ansen; l ; "-•- •._Cljr' '--•-, ,isa, OnJa11X/ l _ ; ' r3\(Ij _ '--•-·, ~one LOgan/_' 1!- J\., ,fy.' :'\.._ , 
Michael Schetze1/NY/FRS@FRS, Rania C Jamal/NY/FRS(~FRS, Richard Roberts/NY /FRS@FRS, Spence 
Hilton/NY/FRS@FRS, Stephanie Heller/NY/FRS@FRS, Susan McLaughlin/NY/FRS@FRS, Terrence 
Checki/NY/FRS(~~FRS, Theodore Lubke/NY/FRS(q)FRS, Thomas Baxter/NY/FRS@FRS, William 
Walsb/NY /FRS@FRS, \Villiam Dudley/NY /FRS@ FRS 
cc 
Subject Re: IIVIPORTANT: lbi/bci transactions tomorrow 

I echo Chis' huge "''thank you"''. This was immensely time consuming and resource intensive., with many stress points 
and snafus for already stretched groups of folks on all sides. Another bright side is that it demonstrates that positions 
can move from one clearing bank to the other - hopefully more smoothly in the future as a result of all the learning this 
tirne around. 
Anyway, thank you for aU your efforts to help this happen, and for seeing it through. 
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Sandy 

Sent from my BlackBerry Handheld. 

-----Original lYiessage ----­
From: Chris Burke 
Sent: 09! 18/2008 l 0:22 PM EDT 
To: Lucinda Brickler; Andrew Danzig; Annmarie RmveStraker; Brian Begalle; Chris McCurdy; Dina l\1archioni; Frank 
Keane; HaeRan Kim; James Bergin; Joyce Hansen; Lisa Joniaux; Lorie Logan; Lucinda Brick1er; I\'Iichael Schetzel; 
Rania Jamal; Richard Roberts; Sandy Krieger; Spence Elilton; Stephanie Heller: Susan McLaughlin; Tern~nce Chedd; 
Theodore Lubke; cl11omas Baxter; WiHiam Walsh; WilLiam Dudley; Wiiliarn Walsh 
Subject: Re: HviPORTANT: lbi/bci transactions tomorrow 
While the bigger issues and dollars are stili (hopefully) f!o'vving around the LBI/BCI transaction, a not-so-early bright 
spot is that we have successfully unwound all FRBNY positions with Lehman. This includes the repos and TSLF, 
which were successfully early matu.red, the TOP option that vvas terminated, and the PDCF that unwound and \vas not 
renewed. And last but not least, with a little extra help t"i'01n our top-notch back-oft]ce Lehman was able to find enough 
of the right collateral to unwind their extended sec lending loan from two days ago. 

There were many folks involved in figuring out hovv to make this happen. Thank youl 

Chris Burke 
Assistant Vice President 
Domestic Money Markets 
Federal Reserve Bank ofNew York 
Visit us at www.Ne\vYorkFed.org 
(646) or (212) 720-6599 

Lucinda M Briclder/NY /FRS 
09/18/2008 03:40PM 
To Lucinda. Brickler(f"yny .frb.org 
cc Andrew Danzig/NY/FRS@FRS, Annmarie RoweStraker/NY/FRS@FRS, Bill Dudley, Bill Walsh, Brian 
Begalle/NY/FRS(f]FRS, Ch1is Burke, Chris.McCurdy@ny.frb.org, Dina Marchioni/NY/FRS@FRS, Frank 
Keane/NY/FRS@FRS, HaeRan Kim/NY/FRS@FRS, James P Bergin/NY/FRS@FRS, Joyce Hansen, Lorie 
Logan/NY/FRS@FRS, IVIichael Schetzel/NY/FRS@FRS, Rania JamaL Richard Roberts/NY/FRS@FRS, 
Sandy.Krieger@ny.frb.org., Spence Hilton, Susan McLaughlin/NY/FRS@FRS, Terry Checki, Lisa Joniaux, Stephanie 
Heller/NY/FRS@FRS, Theodore Lubke/NY/FRS@FRS, \Villiam Walsh/NY/FRS@FRS, Tom Baxter 
Subject Re: IMPORTANT: lbi/bci transactions tomoiTow 

Update 9/18 3:30p.m. 

This is what I think I know ... 

JPI\-IC and Bardays do seem to have a genuine disagreement about the treatment of the collateral that V/as supporting 
JPl''v1C's intraday loan to Lehman, but Gerard LaRocca tlid not indicate that this was a shovv stopper for moving the 
securities positions today. This is something they felt they could fight with JPMC tomorrmv or JVIonday. JPMC \vants 
to hold the collateral until they can reconcile all the accounts in which they have LBI exposures. Barclays expected to 
get it now. 
All folks seem to be in agreement that there was an operational glitch in the setup of Lehman's account at DTCC that 
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was causing securities it was trying to forward on to Bardays to be returned to JPMC. I am told that this has been fixed 
and have heard from Lisa Jon]aux that DTC estimates that all the deliveries wiU he made by 6:00p.m. 
We haven't been able to track down the origins of the complaint that Barclays requested that DTC open a ne\v account 
for the new secmities. Gerard LaRocca was not aware of this. He will confirm with his counseL. Alan Kaplan that this 
wasn't a legal issue. 
JPMC will be sending Fedwire eligible securities to BNYM for credit to BCl's account via Fedwire, so they wm need 
and have requested Fedwire extensions. Ray Stansel at JPIVIC is taking the lead on this. I've fonvarded his contact info 
to our ops folks in the event that they don't already have it. 
Barclays plan going into the day was to repo in Lehman's collateral in $5 blllion chunks to limit their exposure. I don't 
know if this is still the plan or if they plan to step this up given ho\v late it is. 
They have a lot of work to get done this afternoon ... we will need to be tlexible and in communication about pdcf 
deadlines and Fedwire funds and securities extensions 
Please chime in if you have additional or conflicting information. I will keep everyone informed to the best of my 
ability. 

Lucinda 

Lucinda Brickler 
Payments Policy Function 
Federal Reserve Bank of New York 
212.720.6132 or 646.720.6132 

Lucinda Iv1 Brickler/NY /FRS 
09/17/2008 07:53 P'tv1 
To BiB Dudley, Sandy.Krieger@ny.frb.org, Annmarie RoweStraker/NY/FRS(i])FRS, Joyce Hansen, Lorie 
Logan/NY /FRS@ FRS, Ivlichae! Schetzel/NY /FRS(q)FRS, Susan rv1cLaughlin/NY /FRS(qJFRS, Spence Hilton, Bill 
Walsh, Brian BegaHe/NY/FRS(~yFRS, Frank K.ecme/NY/FRS(q}FRS 
cc Andrew Danzig/NY/FRS@FRS, Chris Burke, HaeRan Kim!NY/FRS@FRS, James P BerginfNY/FRS@FRS, 
Richard Roberts/NY/FRS@FRS, Chris.McCurdy@ny.l::rb.org, Dina Marchioni/NY/FRS@FRS, Rania Jamal 
Subject IMPORTANT: lbi/bci transactions tomorrow 

Bill and Sandy (and others) 

We (see cc list) just met with BCI, LBI and BNYM folks (names at bottom of email) to go through transactions that 
they wilJ execute tomorrow that v>iH permit Barclays to take possession of Lehman's collateral and extinguish 
Lehman's PDCF ($20 biUion), OMO ($7 billion) and TSLF ($20 billion) activity \vith us. Barclays pians to bring all the 
collateral to the PDCF tomorrmv for a PDCF loan {$47 billion). They expect to be able to finance al! this collateral in 
the market within 2 \Veeks. (They need this time to get all the cusips into their systems and find counterparties. They 
expect the loan arnount to decline each day as they get up to speed.) 

r believe this will have a net jmpact of +$20 billion of funds in the market because the collateral that previously 
supported treasury borrmving in the TSLF will now be funded in the PDCF. The extinguishing ofLBI's OMO position 
wi!l also cause a balance sheet reporting discrepancy that will have to be explained next week \~.rhen we publlsh. 

The transaction will also require Barclays Bank to overdraft its account with ns for the $47 billion early in the day 

). Barclays Bank will lend this amount intraday to BCI to 
pay down tts results un oftripart::v repo tomorrow. This 'vvil! permit LBI to deliver 
the securities free of payment to BCI. BCI will pledge them to the PDCF. The cash proceeds 'vvill pay back Barclays 
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Bank's intraday overdraft 

A key risk factor is that JPMC 'vvil1 try to use the $47 billion in cash paid from Barclay's to pay down other Lehman 
Bros. obligations and refuses to release the collateral. This would bt~ a disaster. BNYM and Barclays folks have been in 
contact with JPMC I wonder if we should reach out to Barry Zubrow (or higher?) to make sure they behave 
tomorrow ... \lv'hat do you think? There's an avvfuJ lot at stake on 1nany dimensions ... 

Please let me know asap if you have any questions or concems about this arrangement. In pa1iicular--the $47 billion 
daylight overdraft at Barclays, the extinguishing of the TSLF loans with monetary policy impact, the extinguishing of 
the OMO positions with balance sheet impact, and the risk that JPMC will not behave as anticipated. (Dina and Chris 
admirably defended our need to avoid monetary policy and balance sheet impact, but in the end we agreed that this 
approach had the most Likelihood of success.) 

There may be a better way to do this, but all parties were obviously very exhausted and getting this done tomorrovv' 
would clear the way for the bankmptcy filing and SIPC filing on Friday. If I made any mischaracterizations or failed to 
relay important information, I hope those vvho \vere there will chime in. 

Lucinda 

Bardays attendees: Gerard LaRocca (BCI chief administrative officer), David Petrie ( BCI finance), Ian Prior and Elena 
Matrullo (BCI chief credit officers). Alan Kaplan (BCI --deputy general counsel) 
BNYM attendee: Art Certossimo 
Lehman attendee: Ian Lo'Vvitt (sp?) (LBI cfo?) 

Lucinda Brickler 
Payments Policy Function 
Federal Reserve Bank ofNew York 
212.720.6132 or 646.720.6132 
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