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In September 2012, the Federal Court of Australia delivered judgment against Lehman Brothers Australia Limited (In Liq)
(Lehman Bros) in a class action brought by 72 local councils, charities, not-for-profits and church groups in relation to losses 
suffered by purchasing highly complex financial products known as collateralised debt obligations (CDOs). 
 
The Court found in favour of the three lead applicants, Wingecarribee and Parkes Shire Councils (NSW), and the City of 
Swan (WA), representing 69 other councils, charities, not-for-profit and church groups who collectively lost over $200m 
following investments in the CDOs that were purchased from Grange Securities Limited (prior to 2007 when it was 
acquired by Lehman Bros) and from Lehman Bros after January 2007. The Honourable Justice Rares found that Lehman 
Bros had engaged in misleading and deceptive conduct, negligence, breach of contract and breach of fiduciary duties. 
 
Piper Alderman Partner Amanda Banton represented the Applicants and class members that were involved in this successful 
action which was funded by IMF (Australia) Ltd. 
 
The Applicants have now received declaratory orders quantifying the losses that they are entitled to prove for in the 
liquidation of Lehman Bros. The amounts represent the Applicants’ losses as a result of the impugned conduct of Lehman 
Bros and total over $27m plus interest. These amounts will increase once the maturity values of certain other CDOs 
purchased by the Applicants from Lehman Bros are known. The Court has also held Lehman Bros liable to pay 80% of the 
Applicants’ legal costs on an indemnity basis. 
 
The result is a significant outcome for the Applicants (and for the class members), given the alternative scenario which faced 
creditors under the terms of a Deed of Company Arrangement (DOCA). The DOCA was not in the interests of creditors 
and as a result, the Applicants, in the face of opposition from the liquidators, applied to have the DOCA overturned. This 
required a Full Federal Court of Australia hearing and the defence of an unsuccessful appeal by the liquidators to the High 
Court of Australia. 
 
The Applicants’ estimated distributions under the declaratory orders are significantly more than what they would have 
received under the DOCA. 
 
Lead Partner, Amanda Banton said: 
 
“The orders made by the Court finally quantify the Applicants’ losses and will enable the Applicants and class members, a far more 
significant recovery from the estate of Lehman Bros than would have ever been possible under the DOCA. The estimated distribution 
under the DOCA was only 2 to 6 cents in the dollar, whereas it now seems that recoveries will be in the vicinity of over 40 cents in 
the dollar”.
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It is intended that the Applicants and Lehman Bros will now each propose a process for the resolution of the claims of the 
class members, and the appropriate claims resolution process will be determined by the Court at a further hearing in April 
2013.
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About Piper Alderman
Piper Alderman is a full-service, commercial law firm with offices in Sydney, Melbourne, Brisbane and Adelaide.  Our firm 
is committed to continual excellence in the practice of law and we pride ourselves on listening to our clients, responding to 
their needs and creating practical legal solutions.  For more information please visit http://www.piperalderman.com.au/


