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COMMENTS IN SUPPORT OF MOTION OF 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 
 

Now comes the Commodity Customer Coalition, Inc. (“CCC”), an advocacy group 

formally representing 194 creditors of the Debtor, and informally representing over 8,000 such 

creditors. The CCC provides the following initial comments (a) in general support of the Motion 

of Sapere Wealth Management LLC, Granite Asset Management and the 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 (Dkt. No. 217) “the Sapere Motion,” and (b) in response to the following document filed on 

January 12, 2012: 

Doc 341: TRUSTEE'S OBJECTION TO THE MOTION OF SAPERE WEALTH 

MANAGEMENT LLC, GRANITE ASSET MANAGEMENT AND SAPERE CTA FUND, L.P. 

11-15059-mg    Doc 368    Filed 01/18/12    Entered 01/18/12 15:59:50    Main Document   
   Pg 1 of 6



2 

TO DIRECT THE DEBTORS' ESTATE TO BE ADMINISTERED PURSUANT TO 11 U.S.C. 

§§ 761-767 AND 17 C.F.R. § 190 (“MFGH Trustee Response”) 

1. The CCC believes it is imperative that the Sapere Motion be granted by the court, lest 

irreparable harm be done not only to Sapere and the over 8,000 MF Global Customers 

represented by the CCC, but to all 38,000 MF Global Customers (“Customers”). 

2. It has been over two-and-a-half months since MFGI filed bankruptcy. However, the 

forensic accountants hired by the trustee, governmental regulators, and criminal 

investigators have thus far failed to identify the cause of the shortfall of customer 

property after spending untold millions of dollars on their respective investigations.   

3. FCMs have a legal responsibility to keep customer segregated property separate from 

house property every second of every day. CFTC Commissioner Sommers testified 

before the Senate Ag committee, “While an FCM is permitted to invest customer 

funds, it is important to note that if an FCM does so, the value of the customer 

segregated account must remain intact at all times. In other words, when an FCM 

invests customer funds, that actual investment, or collateral equal in value to the 

investment, must remain in the customer segregated account at all times. If customer 

funds are transferred out of the segregated account to be invested by the FCM, the 

FCM must make a simultaneous transfer of assets into the segregated account. An 

FCM cannot take money out of a segregated account, invest it, and then return the 

money to the segregated account at some later time.” (See 

http://www.ag.senate.gov/hearings/investigative-hearing-on-the-mf-global-
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bankruptcy). By definition, since there is a shortfall in customer segregated accounts, 

the law has been violated.  

4. According to the Wall Street Journal, federal prosecutors have not even taken the 

basic steps of interviewing the principals of MFGI and MFGH, CEO Jon Corzine, 

COO Bradley Abelow, and CFO Henri Steenkamp, (see: “MF Global Inquiry Focuses 

on Back Office,” By Aaron Lucchetti, Julie Steinberg and Mike Spector 

http://online.wsj.com/article/SB10001424052970203735304577164670090033702.ht

ml?KEYWORDS=mf+global#printMode, provided in Exhibit A)  

5. Media reports show that there may have been improper transfers of customer 

property. The New York Reports that “The roughly $200 million that JPMorgan 

Chase received is said to be entirely customer money.” (See “E-Mail Clues in 

Tracking MF Global Client Funds” By Ben Protess and Azam Ahmed, 

http://dealbook.nytimes.com/2011/12/20/e-mail-clues-in-tracking-mf-global-client-

funds/ provided in Exhibit A, “MF Global sold assets to Goldman before collapse-

sources” by Lauren Tara LaCapra and Matthew Goldstein, 

http://newsandinsight.thomsonreuters.com/Legal/News/2012/01_-

_January/MF_Global_sold_assets_to_Goldman_before_collapse-sources/ provided in 

Exhibit A).  

6. It is imperative, both for the sake of returning customers’ property, and for 

eliminating the rampant speculation that has taken place in the media in the absence 

of transparency in these cases, that customers be permitted to engage in 2004 
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discovery so the full truth may be known. Failing to permit discovery both 

jeopardizes the return of customers’ property and risks damage to the reputations of 

involved parties should actual facts differ from what is reported. Once we determine 

where the money went and how it got there, it will be much easier to focus on 

expedited procedures to obtain full payback to the customers. 

7. In paragraph 15 of the MFGH Trustee Response, the Trustee states the granting of the 

Sapere Motion and thus “subjecting the Chapter 11 Trustee to formal discovery by 

one MFGI customer will no doubt lead to additional MFGI customers seeking similar 

relief. The time and cost associated with attending to such inappropriate and 

unnecessary requests would be unduly burdensome.”  

8. However, months of discovery conducted by the Trustees have failed to shine light on 

the location of the missing customer property. The CCC feels that there would be less 

burden placed on the estate should customers be allowed to take discovery, as 

customers are more properly incentivized to unearth the truth quickly than the 

Trustees.  

9.  The CCC and other customers have already greatly benefited the estate by 

contributing the expertise of thousands of commodity customers free of charge. The 

original process the SIPA Trustee proposed to undertake for claims would have 

released approximately 60% of funds by next summer. Due in large part to the 

assistance customers provided the SIPA trustee, 72% of 4d funds have been restored.  
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10. Providing the documents requested by the Sapere Motion can be done at little or no 

cost to these estates. Should the court grant the Sapere Motion, the CCC agrees to 

conduct discovery in conjunction with Sapere and any and all other customers who 

wish to do so. This will help consolidate and streamline the efforts of customers to 

locate their missing property and minimize the burden to the estate created by the fees 

of the Trustees and the professionals they have engaged in an investigation that has 

thus far borne no fruit. 

11. Customers have not been permitted involvement with 30.7 funds, and as a result, 

customers impacted there haven’t received any distributions of funds. 

12. In the MFGH Trustee Response, the Trustee continuously attempts to make a 

distinction about the fact that MFGH is a Chapter 11 proceeding despite the fact that 

it’s clear that this company cannot be reorganized and it will be liquidated and sold. 

This proceeding exists to liquidate assets, not to reorganize a business in any 

meaningful way. Hiding behind the fiction of a Chapter 11 proceeding and claiming 

commodity liquidation rules don’t apply does a disservice to customers whose 

property has very likely had crimes committed against it.   

13. In conclusion, due to the failure of the Trustees to identify the cause of the shortfall in 

customer property and the aid to the estate that customer participation would provide 

without burden to the estate, the CCC respectfully requests that the court grant the 

Sapere Motion. 
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Dated:  January 18, 2012    By:   /s/ James L. Koutoulas   

James L. Koutoulas, Esq. (pro hac vice) 
On Behalf of The Commodity 
Customer Coalition, Inc.  
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Mache

By AARON LUCCHETTI, JULIE STEINBERG and MIKE SPECTOR

Investigators on the hunt for an estimated $1.2 billion in customer money missing since MF Global Holdings
Ltd. collapsed are zeroing in on the securities firm's back-office operations in Chicago, people familiar with the
situation said.

One back-office employee has told people she disputes congressional testimony by Jon S. Corzine, MF Global's
former chairman and chief executive, that she provided assurance that a $200 million transfer was proper,
according to people familiar with the matter.

Civil and criminal regulators have "talked to a lot of people" in
the Chicago office, which handled day-to-day movement of
money for MF Global, including a $6 billion customer-
segregated account that was tapped shortly before the company
filed for bankruptcy-court protection Oct. 31, according to a
person close to the investigation.

Some of the roughly 700 employees have been "approached by
everyone and their mother" since regulators swept into the
building two months ago, this person said. In contrast, federal
prosecutors haven't interviewed Mr. Corzine, operations chief
Bradley I. Abelow or Chief Financial Officer Henri J.
Steenkamp, top executives who worked at the securities firm's
headquarters in New York, according to people familiar with the
matter. Messrs. Corzine, Abelow and Steenkamp haven't been
accused of wrongdoing.

It isn't clear how much progress the Justice Department, two
U.S. attorney's offices, Commodity Futures Trading
Commission, Securities and Exchange Commission and other
regulators have made as a result of the scrutiny in Chicago,
ranging from accountants to controllers to treasury officials.
Nestled between the Chicago Board of Trade and the elevated
train in the city's financial district, the back office was
responsible for making sure that customer futures accounts
were handled properly. Another floor housed MF Global
salesmen.

People close to the probe said investigators are pushing hard to
determine which Chicago back-office employees knew about the movement of money in the days before MF

Dow Jones Reprints: This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues, clients or
customers, use the Order Reprints tool at the bottom of any article or visit www.djreprints.com

MF Global Probe Focuses on Back Office - WSJ.com http://online.wsj.com/article/SB10001424052970203735304577164670...
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Global tumbled into bankruptcy protection, who ordered certain money transfers and if anyone knew that the
transfers would lead to a shortfall in the customer-segregated account.

As company officials tried in late October to overcome a customer exodus and demands for more collateral from
counterparties, numerous MF Global employees in Chicago stayed at work around the clock, a person familiar
with the situation said. Some workers, exhausted and nerve-wracked, broke down under the pressure and cried,
this person said.

The back-office employee who has disputed Mr. Corzine's testimony is Assistant Treasurer Edith O'Brien. She
has told people that she disagrees with Mr. Corzine's suggestion at a House subcommittee hearing in December
that she provided assurance that a $200 million transfer to J.P. Morgan Chase & Co. three days before the
bankruptcy-protection filing was proper, according to people familiar with the situation.

She has declined to be interviewed by a House subcommittee and the Justice Department and is seeking
immunity from prosecution in exchange for cooperation, said people familiar with the matter. Ms. O'Brien, who
couldn't be reached for comment, still works for a trustee now unwinding the company.

Mr. Corzine testified that he got "assurance…from our back-office people in Chicago," including Ms. O'Brien,
that the transfer complied with all the relevant rules. The transfer was needed to cover an overdraft in an MF
Global account at J.P. Morgan.

Mr. Corzine testified that he "contacted the firm's back office in Chicago and others and asked them to resolve
this issue, which I understood they did." The former Goldman Sachs Group Inc. chairman, U.S. senator and New
Jersey governor said the "back office in Chicago explicitly confirmed to me that the funds were properly
transferred." At the same hearing, Mr. Corzine said Ms. O'Brien was the person he spoke to about the issue. A
spokesman for Mr. Corzine said the former executive "stands by his testimony before Congress." Mr. Corzine has
said he never directed anyone at MF Global to misuse customer funds. Ms. O'Brien hasn't been accused of
wrongdoing.

It isn't clear exactly what Ms. O'Brien's role in the transfer was or why she has disputed Mr. Corzine's testimony.
A letter sent from J.P. Morgan to MF Global the next day was addressed to her and began with "Dear Edith,"
according to a copy reviewed by The Wall Street Journal. The letter, from J.P. Morgan Managing Director Donna
Dellosso, asked MF Global to "acknowledge and confirm that the transfer and withdrawal…out of such Customer
Segregated Account…for the purpose of covering overdraft amounts in accounts with J.P. Morgan represented
your actual interest in such funds" and were "made in accordance with the provisions" of U.S. commodities laws
and rules.

At the bottom are two blanks where MF Global was supposed to indicate it "acknowledged and agreed" that the
$200 million transfer was proper, according to the copy of the letter reviewed by the Journal. No one ever
signed the letter, a person familiar with the matter said.

In addition to Ms. O'Brien, investigators have expressed interest in talking to Christy Vavra, who ran MF
Global's treasury operations and helped handle the movement of customer money, according to a person
familiar with the situation.

Another person of interest to investigators is Christine Serwinski, who worked with Ms. O'Brien in MF Global's
Chicago office. Ms. Serwinski was the company's North American finance chief and ultimately reported to Mr.
Steenkamp, the chief financial officer of MF Global. Mr. Corzine told lawmakers last month that Ms. Serwinski
was "at the very top" of employees who oversaw customer funds, though she was on vacation for part of the week
leading up to MF Global's bankruptcy filing. Ms. Vavra and Ms. Serwinski haven't been accused of wrongdoing.

At the time of MF Global's collapse, Ms. Serwinski had told friends that she planned to leave the securities firm
in early 2012, according to people familiar with the matter. MF Global had begun working on a transition to
bring in her successor, these people said. Ms. Serwinski and Ms. Vavra couldn't be reached for comment.

MF Global Probe Focuses on Back Office - WSJ.com http://online.wsj.com/article/SB10001424052970203735304577164670...
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Wong/Getty ImagesJon S. Corzine, former chief of MF Global, testifying before a House financial services
subcommittee about the firm’s collapse.

Federal authorities investigating the collapse of MF Global have uncovered e-mails that detail the transfers of
money in the firm’s last days, including transfers that contained customer money, according to people close to
the investigation.

One e-mail chain refers to the transfer of roughly $200 million that MF Global owed JPMorgan Chase on
Oct. 28 — the firm’s last business day before it filed for bankruptcy. In that chain, a senior official in the
firm’s Chicago office was told to make the transfer, said the people close to the investigation who requested
anonymity because the inquiry was still open.
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That official, Edith O’Brien, a treasurer at MF Global, is considered a “person of interest” in the
investigation, said two of the people, who added that authorities expected to interview her in the coming
days. It was not clear who had directed Ms. O’Brien, whose job was to oversee the customer money, to make
the Oct. 28 transfer. The roughly $200 million that JPMorgan Chase received is said to be entirely customer
money.

Ms. O’Brien has hired a prominent criminal defense lawyer, Reid H. Weingarten of Steptoe & Johnson,
according to one of the people. Ms. O’Brien has not been accused of any wrongdoing. And there is no
indication that she had reason to suspect that the money being transferred included customer money.

MF Global’s sloppy recordkeeping and a flurry of transactions in its final days may have obscured the fact
that the firm was dipping into the cash of farmers, traders and hedge funds to cover its own needs.

Still, the interest in Ms. O’Brien and the e-mails suggest that, nearly two months after some $1 billion in
customer money went missing, investigators have identified employees who may have played an important
and perhaps unwitting role in the improper use of customer money.

Ms. O’Brien could not be reached for comment. Mr. Weingarten did not respond to several requests for
comment. A spokesman for the Commodity Futures Trading Commission, which is leading the investigation,
declined to comment.

Mr. Weingarten, a former Justice Department official, has also represented Bernard J. Ebbers, the former

E-Mail Clues in Tracking MF Global Client Funds - NYTimes.com http://dealbook.nytimes.com/2011/12/20/e-mail-clues-in-tracking-mf-glo...
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chief executive of WorldCom, and other top corporate executives. Lloyd C. Blankfein, the chief executive of
Goldman Sachs, hired Mr. Weingarten this year.

The transfer to JPMorgan was not the only questionable one. Investigators suspect that later on Oct. 28, MF
Global continued using customer money to settle payments with trading partners and others, leading to the
roughly $1 billion hole in customer cash.

Regulators have spent nearly two months hunting for the missing money. Angry customers, who have yet to
receive roughly a third of their money, have taken their grievances to Washington. Jon S. Corzine, the
company’s former chief executive, has testified on Capitol Hill three times this month about the firm’s
collapse.

Mr. Corzine, a former United States senator and New Jersey governor, testified that on the morning of Oct.
28, JPMorgan told him that one of the firm’s accounts at the bank in London was overdrawn. He said he
passed the notice along to his staff.

“At that time, I was trying to sell billions of dollars of securities to JPMorgan Chase in order to reduce our
balance sheet and generate liquidity,” Mr. Corzine told lawmakers. “JPMorgan Chase told me that they would
not engage in those transactions until overdrafts in London were cleaned up.”

After the transfer, JPMorgan, one of MF Global’s main banks, questioned Mr. Corzine about the source of the
money.

“Since I had no personal knowledge of the issue, I asked senior people in the back office and the legal
department to become directly involved in responding to JPMorgan Chase’s request,” he told the House
Financial Services Subcommittee on Oversight and Investigations.

Mr. Corzine testified that Ms. O’Brien assuaged any concerns that MF Global had been improperly using
customer cash.

“I had explicit statements that we were using proper funds, both orally and in writing, to the best of my
knowledge,” he told the panel. “The woman that I spoke to was a Ms. Edith O’Brien.”

But JPMorgan was not satisfied. The bank once again contacted Mr. Corzine, this time requesting a guarantee
in writing. Mr. Corzine handed the request to his general counsel, Laurie Ferber. Ms. Ferber would not
authorize the document, according to one of the people close to the investigation, saying the firm did not
offer such special assurances.

Two days later, at about 6 p.m. on Sunday, Oct. 30, Ms. Ferber notified regulators that there was an apparent
shortfall in customer money. She blamed an accounting error, according to the CME Group, the firm’s
primary regulator and an exchange where it conducted business.

At about 1 a.m., Ms. O’Brien and another executive in Chicago told the exchange that the shortfall in the
customer accounts was real, according to the CME.

Ms. O’Brien is considered an expert of sorts on the protection of customer money at futures firms.

In the last year and a half, Ms. O’Brien has made several appearances before the Commodity Futures Trading
Commission. On at least two occasions, she was a panelist at roundtable discussions held at the agency on the
topic of safeguarding customer money, and also attended at least three meetings with agency officials,

E-Mail Clues in Tracking MF Global Client Funds - NYTimes.com http://dealbook.nytimes.com/2011/12/20/e-mail-clues-in-tracking-mf-glo...
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including one titled “Practicalities of Individual Customer Protection.”

Since MF Global’s collapse, Ms. O’Brien has been working for the trustee overseeing the liquidation of the
firm’s brokerage unit, helping lawyers and accountants understand the firm’s operations.

Susanne Craig and Lisa Schwartz contributed reporting.
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MF Global sold assets to Goldman before collapse-sources

Jan 3 (Reuters) - MF Global unloaded hundreds of millions of dollars' worth of securities to Goldman Sachs in the

days leading up to its collapse, according to two former MF Global employees with direct knowledge of the

transactions. But it did not immediately receive payment from its clearing firm and lender, JPMorgan Chase & Co,

one of the sources said.

The sale of securities to Goldman occurred on Oct. 27, just days before MF Global Holdings Ltd filed for bankruptcy

on Oct. 31, the ex-employees said. One of the employees said the transaction was cleared with JPMorgan Chase.

At the same time MF Global, which was run by former Goldman Sachs head Jon Corzine, was selling securities to

Goldman to raise badly needed cash, the futures firm was also drawing down a $1.2 billion revolving line of credit it

had with JPMorgan, according to one of the former MF Global employees.

JPMorgan spokeswoman Mary Sedarat said the bank did not withold money because of the line of credit. She

declined further comment on details of the transactions.

JPMorgan has fought aggressively in bankruptcy court to protect its interests, and received a lien on some of MF

Global's assets in exchange for granting the firm $8 million to fund its bankruptcy costs. The lien puts JPMorgan's

interests ahead of MF Global customers who have not yet received an estimated $900 million worth of money from

their accounts, which remain frozen as regulators search for missing funds.

The hastily crafted transactions and the seeming inability of MF Global to recoup some of the money in the sale to

Goldman may start to explain why so much money remains unaccounted for at the futures firm.

It is unclear what type of assets Goldman bought from MF Global, but the securities were worth hundreds of

millions of dollars, the former employees said. The sources spoke on the condition of anonymity.

The Wall Street Journal previously reported that George Soros' fund was a buyer of securities sold by MF Global,

scooping-up some of its European sovereign debt at a deep discount. Panic among investors and clients about MF

Global's $6.3 billion bet on European sovereign bonds led to its demise.

Corzine, who was CEO of MF Global at the time of the collapse, headed Goldman Sachs from 1994 to 1999 before

being ousted after a power struggle with co-CEO Henry Paulson.

Corzine and other top MF Global executives reached out in desperation to Goldman Sachs Group Inc and JPMorgan,

as well as Jefferies Group Inc Barclays Plc, Citigroup Inc, Deutsche Bank AG, Macquarie Group Ltd, State Street

Corp and Wells Fargo & Co, as potential buyers in its final days as the firm teetered toward collapse, Reuters earlier

reported.

The liquidation is In re MF Global Inc, U.S. Bankruptcy Court, Southern District of New York, No. 11-2790.

(Reporting by Lauren Tara LaCapra and Matthew Goldstein; additional reporting by David Henry)

Follow us on Twitter: @ReutersLegal

Register or log in to comment.
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