
'Madv:- M.Morris, Se-
S W t k s  and Exchange Commissim 
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W8 insan, DC 20549-06991 
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Notihe of Fling of a Propo~edRule Change ReIathg to CloseOut Netting Procedures of 
the pptlons Clearing Corporadon (OCC) 

Dean Ms.Morris: 

Le@an Brothers appreciatesthe opportunityto comment on Proposed Rule Change SR-
OCC-2006-19. 

We m e  of the OCC C l d g  Members referenced in the Backpmd section af the 
proposed rule change who asked OCC to amend its rules to allow for close-outnetting of 
obliptiomrunningbemeen OCC and i@ClearingMembers in the event ofan OCCdefault 
or hbolven~y.We stronglysupportthe proposed rule changebecause it makw explicit the 
clos lout netting of obligations due tdfmm OCC in the event of default or insolvency, thus 
d ofg us to (i) comply with thebilateral netting d e s  of the Basel Capita1Accord, and (5)# '  

apply balance sheet netting to ourpositions with OCC under U.S. GAAP. 

We are aware that the OCC intends to iaform the SEC that the USGAAP discussion in the 
propbsed rule change will be amended to makc reference to paragraph 10 ofFASB 
]jlt&r&ation No. 39 (FIN39), Q$seMg tfAwnowttsReZ&d to Certain Cwtircacds, as 
arnedd by FASB Staff Position FIN 39-1, Amendment ofFA= In-retation No.39, in 
ordei to make clear&at the ClearingM d e r s '  ~lnttvlctualmangemetltswith the OCC, as 
supplementedby the OCCs By-hwa and Rula (including the proposednew Swtim 27), 
constitute a master nettingmngement as d&ed in paragraph 10of FIN 39. 

8hoqldyou have any questions or n d  any clarificationofthe mattersaddressed in this letter 
do not hgsi.tate tq contactme, 

Edwprd S. Grieb 

Mm&g Djiector and Financial Controller, Lehman Brothers Holdings Inc. 


cc: Michael A. Macchiaroli, Associate Director 
SEC Division ofMmkotbguhtiun 


