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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

 
In re 
 
MF GLOBAL HOLDINGS LTD., et al.,1  
 
 
 Debtors. 

)
)
)
)
)
)
)
)

 
Chapter 11 
 
Case No. 11-15059 (MG) 
 
(Jointly Administered) 

 
REPLY TO UNITED STATES TRUSTEE’S OBJECTION TO  

THIRD INTERIM FEE APPLICATION OF CAPSTONE ADVISORY GROUP, LLC, 
FINANCIAL ADVISOR FOR THE STATUTORY CREDITORS’  

COMMITTEE, FOR APPROVAL AND ALLOWANCE OF COMPENSATION  
FOR SERVICES RENDERED AND FOR REIMBURSEMENT OF EXPENSES  

 
TO THE HONORABLE MARTIN GLENN: 

Capstone Advisory Group, LLC (“Capstone”), financial advisor for the statutory 

creditors’ committee (the “Committee”) appointed in the chapter 11 cases of MF Global 

Holdings Ltd., et al. (the “Debtors”), hereby submits its reply (the “Reply”) to the Omnibus 

Objection of the United States Trustee (the “U.S. Trustee”) Regarding Fee Applications for 

Third Interim Awards of Compensation and Reimbursement of Expenses [Docket No. 1301] (the 

“Objection”) to Capstone’s Third Interim Fee Application [Docket No. 1208] (the “Third Interim 

Fee Application”).  The Third Interim Fee Application covers the period from October 1, 2012 

                                                 
1  The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax 

identification number, are: MF Global Holdings Ltd. (1260); MF Global Finance USA Inc. 
(4890); MF Global Capital LLC (2825); MF Global Market Services LLC (2193); MF Global FX 
Clear LLC (3678); and MF Global Holdings USA Inc. (2847). 
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through and including January 31, 2013 (the “Compensation Period”).  In support of its Reply, 

Capstone respectfully states as follows: 

PRELIMINARY STATEMENT 

1. Capstone seeks allowance of fees aggregating $1,971,221.00 and 

reimbursement of expenses aggregating $1,126.74 for the Compensation Period.  Out of those 

amounts, the U.S. Trustee objects to the allowance of $540,722.00 of fees.     

2. The U.S. Trustee has three categories of objections to the Third Interim 

Fee Application, most of which are resolved by the explanations below.  Capstone at all times 

acted at the direction of its client, the Committee, exclusively to maximize value for the Debtors’ 

unsecured creditors, and, indeed, such services did benefit unsecured creditors. 

3. For the reasons set forth below, the Third Interim Fee Application 

complies with the Amended Guidelines for Fees and Disbursements for Professionals in 

Southern District of New York Bankruptcy Cases, dated November 25, 2009, and the United 

States Trustee Guidelines for Reviewing Applications for Compensation and Reimbursement of 

Expenses Filed Under 11 U.S.C. § 330, effective January 30, 1996 (collectively, the “Fee 

Guidelines”), as well as section 330 of the Bankruptcy Code.  With the exception of certain fees, 

the fees and expenses requested in the Third Interim Fee Application should be allowed.  

REPLY   

A. Fee Application Preparation 

4. The U.S. Trustee objects to the allowance of $89,505.00 in connection 

with preparing fee applications and monthly fee statements2 for three reasons.  First, the U.S. 

                                                 
2  Pursuant to the Court order establishing procedures for interim compensation and reimbursement 

of expenses of professionals dated September 25, 2012 [Docket # 841], Capstone was required to 
file its monthly fee statements on the docket.  Since then Capstone has filed each of its monthly 
fee statements.  Given the limited liquidity in the MF Global estate, Capstone files its monthly fee 
statements without the prospect of receiving prompt payment.  
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Trustee alleges that Capstone’s fee application-related time entries are “vague” and “repetitive.”  

The U.S. Trustee cites as an example a time entry that makes crystal clear what work Capstone 

performed: “Prepared second interim fee application.”  The U.S. Trustee argues that this entry 

and ones like it are “problematic” because it is unclear whether the reviewer is charging the 

estate for reviewing and editing time records.  In reality, the time billed in this category was 

principally spent editing and preparing monthly fee statements, Capstone’s second interim fee 

application, and, significantly, not for editing time records.   

5. Second, the U.S. Trustee objects to the allowance of fees (totaling 

$3,322.50) sought by Capstone in connection with responding to the U.S. Trustee’s objection to 

Capstone’s first and second interim fee applications.  The U.S. Trustee cites to In re St. Rita’s 

Assocs. Private Placement, L.P., 260 B.R. 650 (Bankr. W.D.N.Y. 2001).  However, a number of 

courts have allowed compensation of fees incurred in successfully defending fee applications 

against objections.  In re Ahead Communs. Sys., 2006 Bankr. LEXIS 2473 *15 (Bankr. D. Conn. 

Sept. 21, 2006); see also Smith v. Edwards & Hale, Ltd (In re Smith), 317 F.3d 918, 928 (9th Cir. 

2002), cert. denied, 538 U.S. 1032, 123 S. Ct. 2074, 155 L. Ed. 2d 1060 (2003); Hennigan 

Bennett & Dorman, LLP v. Goldin Assocs., LLC (In re Worldwide Direct Inc.), 334 B.R. 108, 

111-12 (D. Del. 2005); In re Downs & Assocs., Ltd., No. 02-32905, 2002 WL 32139302, at *3 

(Bankr. W.D.N.C. Dec. 11, 2002); Computer Learning Centers, Inc., 285 B.R. 191, 223-24 

(Bankr. E.D. Va. 2002).  Failure to grant fees “for successfully defending challenges to an 

authorized fee application would dilute fee awards, in violation of section 330(a), and this would 

reduce the effective compensation of bankruptcy attorneys to levels below the compensation 

available to attorneys generally.”  Smith, 317 F.3d at 928.  The time spent “defending a fee 

application ‘is necessary and beneficial to the bankruptcy system as a whole, and indirectly, to 

each estate participating in the system.’”  ASARCO LLC v. Baker Botts, L.L.P. (In re ASARCO 

11-15059-mg    Doc 1310    Filed 04/16/13    Entered 04/16/13 11:58:43    Main Document  
    Pg 3 of 13



4 
 

LLC), 477 B.R. 661, 675 (S.D. Tex. 2012), citing In re Engman II, 404 B.R. 467, 483 (W.D. 

Mich. 2009). 

6. Third, although the percentage of Capstone fees dedicated to fee 

application matters is well within the 3-5% Mesa Air range, the U.S. Trustee asserts, without 

support, that Capstone’s costs to prepare its fee applications should not have necessarily risen 

proportionally with overall fees requested.  But Capstone’s professionals worked diligently and 

efficiently to prepare Capstone’s fee applications.  Given the number of professionals involved 

and the numerous categories in which time must be catalogued, considerable time is necessary to 

review and edit larger fee statements and fee applications.  Significant case activity during the 

Third Interim Period and the number of fee filings Capstone was required to make also compels 

the conclusion that the amounts requested are reasonable and should be allowed and that the 

Mesa Air 3-5% range should be respected. 

7. Despite the foregoing, in the interest of resolving the U.S. Trustee’s 

objection, Capstone voluntarily agrees to reduce its fees for fee application-related work from 

$89,505.00 to $72,453.49 (which would equate to 3.75% of requested fees) and requests that the 

Court allow in full Capstone’s remaining fees for such work.    

B. Reports for the Committee 

8. The U.S. Trustee objects to $94,681.50 of fees in the “Operating and 

Other Reports” category on the grounds that certain time entries were vague and repetitive.  The 

fees identified relate to two specific reports that Capstone prepared at the request of the 

Committee: (i) a report analyzing professional fees incurred in the Chapter 11 Cases, and (ii) a 

report assessing prospective claims between the Debtors and MF Global, Inc. (“MFGI”). 
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(i)  Professional Fee Report 

9. Capstone’s professional fee report provided the Committee with a useful 

summary of fees in the Chapter 11 Cases.  From the outset, the Committee wanted to understand 

significant work streams and obtain the benefit of an analytical view of associated costs on a 

case-to-date basis, which was not easy to discern from interim fee applications.  The Committee 

requested that Capstone summarize interim fee applications for all retained professionals so that 

the Committee could more easily understand trends in activities by professional and insure that 

case matters were properly addressed efficiently.  The number of time entries for Capstone’s 

report relates to incorporating timekeeper and work stream activity from various retained 

professionals into the report.  In addition, the terms of retention of certain professionals changed 

and/or reductions in fees were agreed to by each firm during the reporting periods, requiring 

further editing of Capstone’s report.  Such detailed analysis and edits were required to make 

Capstone’s report sufficiently comprehensive.  Ultimately Capstone’s ongoing analysis of case 

professionals’ fees assisted the Committee in assessing the feasibility of the Debtors’ proposed 

chapter 11 plan (professional fees formed a significant portion of the estates’ administrative costs 

and a significant hurdle in exiting chapter 11) as well as Capstone’s detailed independent 

evaluation of the Debtors’ Plan feasibility.   

10. For these reasons, Capstone believes its fees in this category should be 

allowed. 

(ii)  Claims Between the Debtors and MFGI  
 

11. Capstone prepared numerous reports and memoranda for the Committee 

and the Committee’s counsel, Proskauer Rose LLP (“Proskauer”) relating to over $2.3 billion in 

complex claims filed by the Debtors against MFGI.  It was critical for the Committee to 

understand these claims.  Accordingly, Capstone performed due diligence on the amount and 
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proposed resolution of each claim.  Ultimately these claims were settled for $1.85 billion during 

December 2012.  Settlement discussions between the Chapter 11 Trustee and the SIPA Trustee, 

as well as between the Special Administrators of MF Global UK Ltd (“MFG UK”) and the SIPA 

Trustee began in earnest during October 2012.  Numerous settlement proposals for the Debtors’ 

claims against MFGI were made between the Debtors and MFGI, requiring Capstone to 

continually edit the claims reports and memoranda to keep the Committee and Proskauer current 

as to the status of these multi-faceted negotiations over a multitude of highly complex claims.  

The ultimate settlement between the Chapter 11 Trustee and the SIPA Trustee in December 2012 

included the provision that certain MFGI claims against the Debtors be netted against the 

Debtors’ claims against MFGI.  Therefore, it was also critical to understand MFGI’s claims 

against the Debtors to keep the Committee and Proskauer fully informed.  The Debtors’ 

professionals continually consulted with Capstone and requested the Committee’s views on the 

proposed resolution of these claims throughout the Third Interim Period. 

12. The disputed claims were complex securities and commodities customer 

claims which, to a large extent, were based on incomplete documentation, involved a large 

amount of customer accounts the Debtors had at MFGI, and in some cases included conflicting 

information.  Time incurred on these issues was categorized as preparation of reports and 

memoranda because Capstone was documenting its understanding of, and performing detailed 

due diligence with respect to the proposed resolution for communication to Proskauer and the 

Committee. 

13. During this period of review, settlement negotiations between the Debtors 

and MFGI were lively and the claims and potential settlement were constantly evolving.  The 

preparation of reports and memoranda on these topics therefore included a significant amount of 

time to appropriately address these issues and communicate them to the Committee, as the 
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Debtors requested the Committee’s views on proposed claims resolution.  It is indisputable that 

Capstone’s work and time incurred in assessing and critically challenging the Debtors’ resolution 

of claims against MFGI resulted in the Debtors improving the value of such claims by tens of 

millions of dollars, thus providing a higher recovery to creditors.  During this very sensitive 

period, Capstone exercised caution when entering its time to ensure that it did not inadvertently 

disclose confidential information, because the settlement discussions and claims resolution 

proposals were material non-public information.  For these reasons, Capstone believes its fees in 

this category should be allowed. 

14. Additionally, Capstone is supplementing the allegedly vague time records 

relating to the reports to provide greater detail, and will file such supplemental time entries with 

the Court in advance of the hearing.   

C.  Multiple Attendees 

15. The U.S. Trustee objects to all fees ($357,679.50 total)3 incurred by 

Capstone in the project categories “Interaction/Meetings with Debtor/Counsel” and 

“Interaction/Meetings with Creditors” based solely on the U.S. Trustee’s conclusion that 

multiple Capstone professionals attended certain meetings and calls in this category.    

16. As set forth in Capstone’s Third Interim Fee Application, the Debtors’ 

estates are complex, intertwined with the SIPA Trustee’s estate and have significant international 

components, in particular through MFG UK.  Accordingly, Capstone carefully staffed its 

professionals working on these Chapter 11 Cases by their respective areas (see description of 

Capstone team members in the Third Interim Application). 

                                                 
3  Capstone has been in discussions with the U.S. Trustee to reduce the blanket amounts objected to 

in these categories to more closely reflect the specific issues the U.S. Trustee has with certain fees 
in these categories. 
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17. During the Third Interim Period, Capstone met with the Debtors’ financial 

professionals weekly to review matters according to a prepared agenda.  In addition, at times 

Capstone met with the Chapter 11 Trustee and his legal and financial professionals.  Depending 

on the agenda for a particular meeting, Capstone would staff appropriate personnel; at times that 

required Capstone and the Debtors to have larger groups of attendees.  Capstone believed it most 

efficient to have the individual with the relevant knowledge attend these meetings as opposed to 

having to get the individual up to speed based on secondhand information on matters discussed 

at the meeting.  This was particularly important for larger meetings, as Capstone generally met 

with the Committee alone before and after each meeting with the Chapter 11 Trustee and his 

professionals.  During the Third Interim Period the Chapter 11 Cases were moving very fast and 

the global resolution of claims and disputes was evaluated by the various estates, including MFG 

UK and MFGI.  Accordingly, in limited circumstances it was most efficient to have as many as 

four or five Capstone personnel at meetings, depending on the agenda and the Debtors’ 

attendees. 

18. The pace at which the Chapter 11 Cases moved during this period 

facilitated a highly-favorable settlement for the Debtors’ estates, which allowed the Chapter 11 

Cases to proceed quickly to confirmation, saving the estates significant administrative costs.  The 

Committee’s and, in particular, Capstone’s input had a significant role in realizing such 

favorable settlement terms for the Debtors during this period.  

19. During this critical phase of the Chapter 11 Cases, with guidance and 

assistance from Capstone, the Debtors resolved their over $2 billion of claims against MFGI, 

including customer and non-customer claims.  In addition, during the Third Interim Period the 

Committee, Capstone and Proskauer were in constant discussions with the plan proponents 

regarding the Plan.  Finally, during the Third Interim Period there were a number of complex 
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matters that the Committee and Capstone addressed in significant detail, such as inter-creditor 

issues between the “Holdco” and “Finco” creditors and various governance matters related to the 

post-effective date period. 

20. In Capstone’s weekly meetings with the Committee, Capstone limited 

attendance by Capstone personnel to three people so that Capstone could address all domestic, 

MFG UK and global case issues.  However, at times Capstone had to increase personnel 

attending meetings if there were specific issues that needed to be addressed with the Committee 

based on the agreed agenda.  This provided the Committee with the most effective and efficient 

communication from Capstone.  As discussed, the Committee had numerous and complex issues 

to address during the Third Interim Period, mostly under significant time constraints, including 

the Plan, inter-debtor estate issues, and approval of various settlements with other estates, 

including the MFGI and MFG UK settlement. 

21. In the Objection, the U.S. Trustee cites two meetings on November 11, 

2012 and December 14, 2012 that four and five Capstone professionals, respectively, attended.  

With respect to the November 11, 2012 meeting, Capstone believes the U.S. Trustee meant to 

reference meetings that occurred on November 13, 2012 among the Committee and its 

professionals and separately among the Committee and the Chapter 11 Trustee and their 

respective professionals.  The overall purpose of these meetings was to update the Committee 

and its professionals on the status of the Debtors’ claims against MFGI, MFG UK and other 

foreign estates.  At this stage in the Chapter 11 Cases, the Debtors were in multi-faceted disputes 

and negotiations with the SIPA Estate Trustee and KPMG, as Special Administrators of MFG 

UK.  The issues at hand were complex and intertwined among the estates.  For example, the 

claims prosecuted by the Debtors in the MFG UK estate for at least $293 million were directly 

related to and affected MFGI’s expected recoveries from MFG UK and, as a consequence, the 
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Debtors’ recoveries from the MFGI estate.  At that time, both the Debtors and the Committee 

formed views as to the potential range of recoveries from strategies relating to the Debtors’ 

claims in both MFGI and MFG UK.  New information materially affecting the Debtors’ expected 

recoveries from MFGI and MFG UK had recently been received from both the MFGI and MFG 

UK estates that needed to be addressed with the Chapter 11 Trustee and his advisors.  As 

discussed, Capstone had assigned different team members to focus on particular aspects of the 

Debtors’ estates.  For example, two team members were focused on the Debtors’ claims in MFG 

UK, while another two team members focused on the Debtors’ multitude of security and 

commodity customer claims with the MFGI estate On top of this, Capstone constantly evaluated 

and updated a global recovery model, incorporating recoveries and scenarios from all of the 

Debtors’ expected asset recoveries.  Again, as can be expected in the wind down of a company 

with far flung business units and massive intercompany payables and receivables, individual 

asset recoveries at one estate would have a significant bearing on the distributions to creditors’ of 

other estates.  In order to properly and efficiently assess the Chapter 11 Trustee’s and his 

professionals’ presentation to the Committee on November 13, 2012, the most appropriate 

Capstone team members attended the meetings to efficiently help the Committee evaluate the 

best course of action.   

22. With respect to the second meeting the U.S. Trustee references, which 

occurred a month later on December 14, 2012, many of the same issues were advanced and were 

then being considered in anticipation of a global resolution of claims among the estates.  By mid-

December 2012, all of the estates were working under significant time constraints, because 

KPMG, the Special Administrator of MFG UK, required agreement upon a global settlement 

before the holidays.  At that stage, the Debtors evaluated dropping their claims in the MFG UK 

estate in exchange for settlement of their securities, commodities and general unsecured claims 
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in MFGI.  In addition, the MFGI estate was requiring as part of a deal that the Chapter 11 

Trustee, along with the Committee, agree to an undefined reallocation of MFGI’s general estate 

assets to cover customer shortfalls.  Again, as a result of these complex and overlapping issues, 

to properly and efficiently assess the Chapter 11 Trustee’s progress on this tri-partite global 

settlement, the most appropriate Capstone team members knowledgeable in (a) the MFG UK 

assets and claims, (b) MFGI estate assets and recoveries and (c) the Debtors’ claims in MFGI 

attended the December 14, 2012 meeting.  As discussed, no one individual at Capstone had 

sufficiently detailed knowledge of each of these complex areas.  In an accelerated time period, 

and to assist the Committee in developing the optimal strategy with respect to the global 

settlement, Capstone brought a select group of five team members to the December 14, 2012 

meeting.  Capstone stresses that as a result of that meeting and subsequent analysis and advice to 

the Committee, Capstone returned to the Debtors with a suggested strategy to increase estate 

recoveries.  As a result of Capstone’s work and recommendations, incremental value of tens of 

millions of dollars was achieved for the estate.  Also, the Committee did not have to provide its 

agreement to the reallocation of an undefined amount of general estate assets to cover customer 

shortfalls.  The Committee subsequently praised Capstone for its diligence, efforts and 

perseverance in obtaining such value for the estates during this critical phase of the Chapter 11 

Cases.   

23. In evaluating Capstone’s fees in these categories, which total $357,679.50, 

the time Capstone incurred where two or fewer Capstone professionals billed time amounts to 

43% of charges, while time Capstone incurred where three or fewer Capstone professionals 

billed time amounts to 73% of charges (or $261,408.50).  The time Capstone incurred where four 

employees charged time amounts to only 20% of total fees in these categories; the time Capstone 

incurred where five employees charged time amounts to only 7% of total fees in these categories. 
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24. Throughout the Chapter 11 Cases, Capstone has been mindful to balance 

its fees with serving the needs of the estates, in particular during this very active time in the 

Chapter 11 Cases.  Therefore Capstone believes that its fees in these two categories should be 

allowed.  However, Capstone proposes a good faith accommodation as follows: Capstone is 

willing to reduce by 100% fees incurred for the attendance of a fifth person at meetings and calls 

($5,082.80) and by 33% of fees incurred for the attendance of a fourth person at meetings and 

calls ($7,523.03), for a total discount of $12,605.83. 

 

11-15059-mg    Doc 1310    Filed 04/16/13    Entered 04/16/13 11:58:43    Main Document  
    Pg 12 of 13



13 
 

CONCLUSION 

Capstone requests that the Court grant the relief requested in the Third Interim 

Fee Application (as modified herein), overrule the Objection, and grant such other and further 

relief as the Court may deem just and proper. 
 
Dated: New York, New York 
 April 16, 2013 

Respectfully submitted, 
 
HAHN & HESSEN LLP 

 
By: /s/ Steven J. Mandelsberg 
 Steven J. Mandelsberg 
 Jonathan M. Proman 

488 Madison Avenue 
New York, NY 10022 
Tel: (212) 478-7200 
Fax: (212) 478-7400 
 

Attorneys for Capstone Advisory Group, LLC 
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