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James B. Kobak, Jr.         
David W. Wiltenburg 
HUGHES HUBBARD & REED LLP 
One Battery Park Plaza 
New York, New York 10004 
Telephone: (212) 837-6000 
Facsimile: (212) 422-4726 

Attorneys for James W. Giddens, 
Trustee for the SIPA Liquidation of MF Global Inc. 
 
UNITED STATES BANKRUPTCY COURT  
SOUTHERN DISTRICT OF NEW YORK 
 

In re 

 

MF GLOBAL HOLDINGS LTD., et al., 

 

Debtors. 

 

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

 
SIPA TRUSTEE’S STATEMENT WITH RESPECT TO EXPEDITED MOTION BY 

SAPERE WEALTH MANAGEMENT, LLC, GRANITE ASSET MANAGEMENT  
AND SAPERE CTA FUND, L.P. TO DIRECT THE DEBTORS’ ESTATE TO BE  

ADMINISTERED PURSUANT TO 11 U.S.C. §§ 761-767 AND 17 C.F.R. § 190 
 

James W. Giddens (the “SIPA Trustee”), as Trustee for the liquidation of the 

business of MF Global Inc. (“MFGI”), under the Securities Investor Protection Act (“SIPA”), 15 

U.S.C. § 78aaa et seq.,1 by and through his undersigned counsel, hereby submits this statement 

(“Statement”) with respect to the Motion of Sapere Wealth Management LLC, Granite Asset 

Management and Sapere CTA Fund, L.P. (collectively, “Sapere”) to Allow Debtors’ Estate to be 

                                                           

1. For convenience, references to SIPA will omit “15 U.S.C.”  
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Administered Pursuant to 11 U.S.C. §§ 761-767 and 17 C.F.R. § 190 (“Motion,” ECF No. 217)2 

filed in the above-referenced proceeding and respectfully states as follows: 

1. Sapere is a customer of MFGI, the regulated securities broker-dealer and 

commodity broker that is now the subject of a SIPA liquidation pending in this Court (Case No. 

11-2790 (MG)).  As the Court is aware, like other MFGI customers, Sapere has been the 

beneficiary of expedited distribution of MFGI customer property, a process that the SIPA 

Trustee is pressing forward as a high priority before this Court. 

2. Sapere bases its Motion on the suggestion that MF Global Holdings Ltd., 

et al. (“MFGH” or the “Debtor”) may have misappropriated customer property from MFGI, and 

that this was the cause of the customer property shortfall that has been identified by the SIPA 

Trustee and others.  (Motion at 2-4.)   

3. The parties in this Chapter 11 proceeding have addressed whether the 

relief sought can be granted as a matter of law.  The SIPA Trustee notes in addition that 

recovering any customer property shortfall for the customers of the brokerage is the primary 

concern of the SIPA Trustee and a principal purpose of the SIPA liquidation.  Under SIPA § 

78fff-1(d), the SIPA Trustee has a duty to investigate the circumstances surrounding the failure 

of MFGI, and report to the Court “any facts with respect to fraud, misconduct, mismanagement, 

and irregularities,” as well as “any causes of action available to the estate.”  SIPA § 78fff-1(d).  

The Court approved this authority and ruled that the SIPA Trustee should conduct an 

independent investigation.  (See ECF Nos. 34, 36 (Order granting and Memorandum Opinion 

                                                           

2.  Capitalized terms not defined herein shall have the meaning ascribed to them in the Motion. 
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regarding SIPA Trustee’s authority to issue subpoenas).)  The SIPA Trustee is conducting his 

investigation intensively, as recently reported to the Court.  (See ECF No. 835 (SIPA Trustee’s 

Sixty Day Report on Status of Liquidation).)  The investigation focuses on missing property and 

all possible sources for recovery, including MFGH. 

4. The SIPA Trustee notes that, if Sapere’s suspicions are correct and 

improper transactions involving customer property did occur as between MFGH and MFGI, the 

SIPA Trustee may have a variety of causes of action under the Bankruptcy Code.  For example, 

Bankruptcy Code § 764(a) specifically addresses transfers of property that, “but for such 

transfer, would have been customer property,” and provides that such transfers “may be avoided 

by the trustee.” 11 U.S.C. § 764(a).  Other transactions and conduct, including potential claims 

and causes of action against MFGH, its principals, and affiliates, are also being investigated by 

the SIPA Trustee.  It must also be recognized that MFGH appears to have limited, if any, assets 

available to compensate for potentially hundreds of millions of dollars of shortfalls in customer 

property.   

5. Sapere suggests that it should be authorized to conduct its own Rule 2004 

investigation as an alternative form of relief.3  (See Motion at 9-10.)  Again, the parties in this 

Chapter 11 proceeding have addressed the availability of that relief, but the SIPA Trustee 

reiterates that he is already conducting a thorough and independent investigation under a statute 

which provides tools and authority for that purpose.  This investigation involves MFGH, its 

                                                           

3.  Sapere further questions the SIPA Trustee’s staff’s responsiveness to its inquiries.  (Motion at 4.)  However, 
since Sapere’s correspondence dated  November 28, 2011 to the SIPA Trustee, the SIPA Trustee’s counsel has 
spoken to and corresponded with Sapere and its counsel at least ten times, including meeting with counsel to 
Sapere after the SIPA Trustee’s presentation to MFGI customers and creditors held on January 12, 2012. 
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records and documents, its personnel, and intensive investigation of transfers and transactions 

between MFGI and MFGH during the period preceding the filing date.  The SIPA Trustee has a 

serious concern that additional and unnecessary discovery efforts by customers such as Sapere 

may disrupt or delay efforts to complete the statutorily-mandated SIPA Trustee’s investigation, 

an integral part of the customer protection scheme established by SIPA.   

Dated: New York, New York 
January 17, 2012 

HUGHES HUBBARD & REED LLP 

 
By: /s/ James B. Kobak, Jr.   
    James B. Kobak, Jr. 
    David W. Wiltenburg 
 One Battery Park Plaza 
 New York, New York 10004 
 Telephone:  (212) 837-6000 
 Facsimile:  (212) 422-4726 
 Email:  kobak@hugheshubbard.com 
 
Attorneys for James W. Giddens, 
Trustee for the SIPA Liquidation of 
MF Global Inc. 
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