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Securities Regulation Daily Wrap Up, COMMODITY FUTURES—MF Global
begins final repayments of $1.2 billion in customer losses, (Apr. 3, 2014)
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By Anne Sherry, J.D.

Failed futures commission merchant MF Global Inc. will begin making final restitution payments to fully
compensate customers for their $1.2 billion in aggregate losses. The SIPA liquidation trustee for the company
agreed, in a consent order approved by the district court in November, to settle a CFTC action by making full
restitution and paying a $100 million civil penalty.

Allegations. According to the CFTC’s complaint, MF Global unlawfully used nearly $1 billion of its customer-
segregated funds to support its operations after risky investments caused a strain on capital and liquidity. MF
Global Holdings Ltd., the holding company for MF Global Inc. and other entities, recently filed a lawsuit against
PricewaterhouseCoopers, on whose opinions it claims it relied in making the doomed investments.

CFTC statement. Gretchen Lowe, acting director of the CFTC’s Division of Enforcement, stated, “Throughout
the Division’s investigation and ongoing litigation, ensuring full restitution to customers has been a primary focus.
I am pleased that the terms of the consent Order are now being fulfilled and that these final restitution payments
will satisfy the remaining shortfall. The CFTC will continue to ensure that those who violate U.S. commodity laws
and regulations designed to protect customer funds will be held accountable.”

SIPC statement. The SIPC praised the trustee for the “milestone” recovery for investors. SIPC President
Stephen Harbeck said, "This achievement would not have been possible without the tireless effort and
commitment shown by Trustee Giddens and his staff in working toward the maximum recovery for customers.
The involvement of both securities and commodities customers made this a particularly difficult case.” Harbeck
also acknowledged the bankruptcy and district court judges’ efforts in facilitating the restitution. Giddens, in turn,
characterized the 100-percent return of funds as “the result of Herculean efforts by many professionals.”

Additional recovery. The bankruptcy court had approved an assignment and subrogation of rights in order to
cover a shortfall out of MF Global’s general estate. It is expected that approximately $290 million in additional
funds will be received from MF Global UK Limited, which is in special administration in London. According to
Giddens, the $1.2 billion in restitution will bring the total recovery paid to securities and commodities futures
customers to $6.7 billion.

Companies: MF Global Inc.; MF Global Holdings Ltd.; MF Global UK Limited

LitigationEnforcement: FraudManipulation BrokerDealers CommodityFutures NewYorkNews InternationalNews

http://researchhelp.cch.com/License_Agreement.htm
http://prod.resource.cch.com/resource/scion/document/default/sld01e1ff0c027bd51000aeb290b11c18c90207?cfu=Legal&cpid=WKUS-Legal-IC&uAppCtx=RWI

