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Item 8.01    Other Events.

On September 15, 2008, Lehman Brothers Holding Company Inc. (“LBHI”) announced that it had filed a petition under Chapter 11 of the U.S. Bankruptcy Code with the United States 
Bankruptcy Court for the Southern District of New York.  LBHI also announced that none of the broker dealer or other subsidiaries of LBHI was included in the Chapter 11.  The 
directors of certain UK affiliates of LBHI also have taken steps to place those companies into administration.

As an active participant in the capital markets, National Rural Utilities Cooperative Finance Corporation (“National Rural”) has numerous business relationships with LBHI and its 
subsidiaries.  Among those relationships, Lehman Brothers Specialty Finance Inc. (“LBSF”), is the counterparty (with an LBHI guarantee) to seven interest rate swaps, and Lehman 
Brothers Bank, FSB (“LBB”) is a participant for up to $239 million of National Rural’s $3.65 billion revolving credit facility.  National Rural has never advanced amounts under the 
revolving credit agreement and thus there are no amounts outstanding and due to LBB at this time.

At August 31, 2008, the seven interest rate swaps to which LBSF was a counterparty had a recorded fair market value of $30 million, which represented a payment that would be due to 
National Rural if the agreements were terminated on that date.  At September 17, 2008, we estimated that the fair market value of the seven interest rate swaps was $17 million (based 
on morning interest rate quotes and does not assume default on the part of the counterparty), which represented a payment that would be due to National Rural if the agreements were 
terminated on that date.  As a result of the bankruptcy filing of LBHI, National Rural is evaluating the collectability of the required payments under the contractual terms of the interest 
rate swaps.

In addition to the bankruptcy filing by LBHI, there have been other major institutions that have been affected by the turmoil in the financial markets.  National Rural does not have any 
investments in securities of the Federal National Mortgage Association, Federal Home Loan Mortgage Corporation or American International Group, Inc. (AIG) and AIG is not a 
counterparty to any of National Rural’s interest rate swaps. 
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