
10 common misapprehensions about MF Global and client money 

1. Client money is held for the benefit 
of individual claimants 

 No it is not.  It is held together with 
all of the firm’s client money in 
omnibus accounts designated as 
client monies at banks or 
exchanges/clearing houses.  On 
insolvency all these designated 
accounts are pooled and any 
segregated client is entitled to a 
share in the pool. 

2. The new UK SAR system is like 
that of the US and distributions 
should be made in the same 
timescale 

 The client money regulations, the 
nature of the US-based trades and 
the market infrastructure are 
completely different.  The US SIPA 
process enjoys the benefit of a 
$550m backstop guarantee from 
CME in case of overpayment.  The 
US SIPA trustee has paid out 
monies under the auspices of the 
US Bankruptcy Court. If the Special 
Administrators were to seek a 
similar order from the UK Court 
there is a real risk of prolonged 
litigation as has been seen in the 
Lehman case. Also the US based 
trades related to a relatively small 
number of exchanges, 
predominantly based in the USA 
itself.  Of the 60 or so exchanges 
with which MFGUK dealt, based all 
over the world, no one exchange 
had the dominant position to allow it 
to underwrite the process. 

3. The administrators did not close 
our positions quickly enough. 

 To protect the exchanges and 
central counterparties all close out 
decisions are made by the 
exchanges and CCPs themselves, 
not the administrators. 

The rules of insolvency in the UK, 
and therefore the administrators’ 
powers, are subordinate to the rules 
of a recognised exchange and/or 
clearing house 

4. My position was not transferred to 
another clearing member whilst 
other clients did transfer. 

 This was a matter for the relevant 
exchange. 



5. The Special Administration 
Regime has changed the way 
client money is dealt with so why 
has there been no distribution? 

 No it has not changed it in any way 
– it has changed the way of dealing 
with client assets, specifically 
excluding client money.  The 
administrators are seeking to make 
a first client money distribution in 
early February, following a court 
appearance on 3 February 2012. 

6. The administrators are too slow in 
returning monies. 

 In the UK the principal comparator 
is Lehman, albeit a much larger 
case.  As yet there has been no 
client money distribution from 
Lehman given the complexities and 
extensive litigation.  MF Global 
went into insolvency 3 years later 
and we have announced a timeline 
to distribution within 3 months. 

7. KPMG is not giving me any 
information about my account. 

 Statements can only be provided 
when the information is believed to 
be accurate.  This requires the 
close-out prices to be received from 
the relevant exchange (in many 
cases these have not been 
received), the accounts to be 
reconciled to the 31 October 
positions and the statement 
produced.  We do not want to 
provide statement information that 
we do not believe to be accurate. 

8. The administrators are favouring 
the segregated clients over the 
non-segregated. 

 No we are not, although by their 
nature segregated funds are 
quicker and easier to collect in.   

9. The client money pool is discrete 
and so are those entitled to it. 

 Although the client funds are fairly 
discrete, the claims on them are 
not.  Many customers of the 
brokerage, including MFG Inc and 
its clients are seeking to share in 
the funds which were segregated 
on behalf of other clients. 

10. KPMG has paid itself £20m in 
fees. 

 We have not received any fees to 
date. The rough figure for our time 
costs quoted at the creditors 
meeting to the end of December 
was £14 million.  We will only be 
paid when our fees are approved by 
the Creditors Committee or the 
Court.  The £14m included the very 
substantial effort protecting the 



estate and the clients’ positions in 
the first 3 weeks when 60 
exchanges were operating their 
default processes. 

    

 


