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to TPR’s s.72 enquiry at [WN/Tab 77/page 1804] that the 

49% of the pension costs relating to LBL’s own non-

seconded employees were covered by the general 

recharge of LBL’s residual expenses to the operating 

companies in the ratios set out in the answer to question 

1A at [WN/Tab77/page 1795]. This answer includes the 

4% attribution to LBAM for 2008 discussed in paragraphs 

37 et seq above. No evidence has been offered to 

suggest that contributions to the DB scheme were 

excluded from this arrangement or that the attributions to 

the three companies were different. 

Mr. Spink argued that there was no specific evidence that 

LBAM’s 4% contribution in 2008 went towards the DB 

scheme. However, there is clear evidence provided by 

the Trustees that in 2008 LBL still had at the very least 24 

non-seconded employees, who were members of the DB 

scheme, and who were in fact accruing DB benefits and 

pensionable service as ‘old guarantee’ members. This 

evidence is set out in Tab 12 of the Trustees’ Response, 

which was not objected to by Mr Spink in the preliminary 

issue. Furthermore, WN paragraph 114 evidences 

contributions to the DB Scheme in 2008. Given the 

arrangements made by the Group for recharging all the 

LBL’s residual costs in respect of its own employees to 

the operating companies, we find it simply implausible 

that these arrangements did not apply to contributions to 

the DB schemes or that these were financed under some 

different key from that given in the answer to question 1A. 

Even in the unlikely event that none of the DB 24 scheme 

members benefited from the contributions to the DB 

scheme made in 2008, because they had no salary 

accruals, LBAM would still have had an obligation to 

make such contributions in future years if Lehman’s had 

continued as a going concern. 
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136.  Our  second  problem  is  that  even  to  the  extent  that  we  can  identify  that  

a  target  might  belong  in  a  particular  category,  it  is  impossible  on  what  

we  have  been  shown  to  identify  how  that  target  actually  operated  

137.  We  have  explained  above,  at  paragraphs  34  et  seq,  how  the  Lehmans  

group  business  was  operated  on  an  integrated  basis.   However,  within  

the  region  and  even  within  trading  areas  (such  as  that  covered  by  

LBIE)  there  were  degrees  of  separation  of  the  business.   In  this  respect  

we  refer  to  Mr  Gamester’s  1st  witness  statement  at  paragraph  24  where  

he  states  that:  

“However,  not  all b usiness  controlled  and  managed  by  LBIE  
trading  teams  was  actually  operated  through  LBIE  as  a  legal  
entity.   For  example,  the  real e state  group  located  in  LBIE  was  
responsible  for  the  real  estate  activity  that  was  conducted  in  
separate  legal e ntities  across  the  UK  group  structure,  such  as  
the  substantial r eal e state  activity  in  the  Thayer  subgroup  and  in  
subsidiaries  of  LB  UK  RE  Holdings  Limited  (so  these  separate  
legal e ntities  benefited  from  their  businesses  being  run  by  the  
LBL  employees  seconded  to  LBIE).   Similarly,  the  mortgage  
group  located  in  LBIE  was  responsible  for  the  mortgage  activity  
carried  on  in  Capstone  Mortgage  Services  Limited,  Southern  
Pacific  Mortgage  Limited  and  Preferred  Holdings  Ltd  and  their  
related  subsidiaries.  It  should  be  noted  that  some  of  these  
separate  companies  had  ‘local’  management  teams  (such  as  the  
Burford  property  companies  in  the  Thayer  subgroup,  and  the  
companies  in  the  mortgage  group)  who  were  not  LBL  
employees;  however,  these  ‘local’  teams  were  themselves  
controlled  and  managed  by  LBL  employees  seconded  to  LBIE  
and  benefited  accordingly.”  

138.  Mr  Gamester  went  on  to  expand  on  this  point  at  paragraph  6  of  his  2nd  

witness  statement:  
“Table  1…  demonstrates  the  point  I  was  making  at  paragraph  24  
of  my  first  statement  that  many  of  the  Targets  were  holding  
companies  or  special p urpose  vehicles  used  passively  to  hold  
and  ring-fence  a  particular  revenue-producing  asset  or  
transaction  at  the  direction  of  LBL  employees  (whether  acting  as  
the  directors  of  such  Targets  or  transacting  business  through  
such  Targets  while  seconded  to  LBIE  or  other  UK  companies  
within  the  Lehman  Brothers  UK  Group).   For  instance,  Thayer  
Properties  Ltd,  of  which  I  was  a  director  prior  to  my  retirement  
from  Lehman  Brothers,  is  an  example  of  this.”  (emphasis  
added).  
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