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Important notice

■ This Document has been prepared by Richard Heis, Michael Pink and Richard Fleming, the Joint Special Administrator’s of MF Global UK Limited (the ‘JSAs’ and 
‘MFGUK’ or ‘the Company’, respectively), solely to present an update to the creditors and clients of MFGUK of the Illustrative Financial Outcome for Creditors and 
Clients of MFGUK using information available as at 30 June 2013. Similar to the documents published on 7 January 2013 (‘Illustrative Effect of Conditional US 
Settlements’), 12 February 2013 (‘Updated Illustrative Financial Outcome Statement as at 31 December 2012’) and 31 May 2013 (‘Updated Illustrative Financial 
Outcome Statement as at 31 March 2013’) this document has been prepared on the basis that the Conditional US Settlements (as described in that document)
become unconditional.

■ This Document has been prepared in good faith, however no representation or warranty, express or implied, is or will be made and no responsibility or liability is or 
will be accepted by the Company, the JSAs or any of their respective representatives or advisers in respect of the truth, accuracy or completeness of the information 
provided in this Document and such persons will not be liable to the recipients in respect of the information provided in this Document or its use. In particular, but 
without prejudice to the generality of the foregoing, no representation or warranty is given as to the achievement or reasonableness of any future projections, 
prospects or returns (including any estimated outcomes for clients, the unsecured creditors or shareholders) contained in this Document. Any estimated outcome for 
the clients, unsecured creditors or shareholders included in this Document (or commentary thereon) is illustrative only and cannot be relied upon as guidance as to 
the actual outcomes for the clients, unsecured creditors or shareholders. Any person, creditor or client that chooses to rely on this Document for any purpose or in 
any context other than those stated, does so at its own risk. Neither the Company, JSAs, nor any of their respective representatives or advisors accepts any 
responsibility for any acts or omissions as a result of the information contained within this Document and all liability for damages arising from the information 
provided is expressly excluded.

■ The JSAs give no undertaking to provide the recipient with access to any additional information or to update this Document, or to correct any inaccuracies in it which 
may become apparent.

■ This Document has not been prepared in contemplation of it being used, and is not suitable to be used, to inform any investment decision in relation to the debt of, or 
any financial interest in, the Company or other companies in the same group.

■ Nothing in this Document constitutes a valuation or legal advice. Where legal issues are discussed, the information is only intended to be of a general nature and not 
a full review of the issues covered. 

■ Michael Pink and Richard Heis are authorised to act as insolvency practitioners by the Institute of Chartered Accountants in England and Wales. Richard Fleming is 
authorised to act as an insolvency practitioner by the Insolvency Practitioners Association.

■ The JSAs act at all times as agents for the Company and without personal liability. The appointments of the JSAs are personal to them and, to the fullest extent 
permitted by law, KPMG LLP does not assume any responsibility and will not accept any liability to any person in respect of this Document or the conduct of the 
administration.
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Glossary of terms

Client Money Pool/CMP Segregated client monies, together with those client monies that ought to have been segregated as at 31 October 2011 

Conditional US Settlement 
Agreements

Conditional settlement agreements between MFGUK, MFG Inc, MFG Holdings and Finance USA which are expected to become 
unconditional and effective on 15 or 16 August 2013.

Finance USA MF Global Finance USA Inc 

House Estate Non-segregated creditor and estate assets 

JSAs Richard Heis, Michael Pink and Richard Fleming as Joint Special Administrators of MF Global UK Limited (in special administration) 

MFGH MF Global Holdings Ltd 

MFGI MF Global Inc. 

MFGUK/the Company MF Global UK Limited (in special administration) 
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Illustrative Financial Outcome
Summary of model and distributions

Summary of model
■ The tables on the following pages provide an updated summary of the illustrative financial outcome as at 30 June 2013. Based on current information, and subject to the various 

material cautions and caveats set out in this document, the illustrative range of financial outcomes suggests that available funds eventually could amount to between some $3.06 
billion and some $3.18 billion and total client money and unsecured claims could be between some $3.10 billion and $3.18billion. It should be noted that the illustrative range of 
financial outcomes presented includes a ‘low’ (i.e. more prudent) case estimate and a ‘high’ (i.e. less prudent) case. These should not be considered ‘best’ and ‘worst’ possible cases. 

■ Key changes to the illustrative financial outcome since that which was published in May 2013 include:
– The Conditional US Settlement Agreements are now expected to become unconditional on 15 or 16 August 2013 following the remaining conditions (previously reported) being 

met in the next two weeks. A pre-condition of the Conditional US Settlement Agreements is that amounts receivable from one third party financial institution are paid in full to 
MFGUK. These are estimated to be in the region of $95 million;

– An adjustment to reflect the UK Supreme Court ruling on the Nortel/Lehman pension dispute, which set out that an FSD (Financial Support Direction) should rank as an 
unsecured claim, and not in priority to other ‘House Estate’ creditors as an expense of the Administration. Accordingly the specific contingency made in the previous illustrative 
financial outcome in relation to this has now been removed; and

– There has been a significant reduction in the amount of disputed claims (both in relation to classification and value). During June 2013, the JSAs rejected over 1,700 client money 
and general creditor claims. Following an Order obtained from the High Court in June 2013, which allowed for the setting of a Bar Date for Client Money claims and the extension 
of the date for proving for general creditor claims to 19 July 2013, the JSAs are not required to reserve for such claims unless their rejection is appealed. Since those rejections, 
the JSAs have only received one formal appeal to a rejected claim.

■ The JSAs have sought to break down the illustrative financial outcome into separate parts representing the House Estate and the Client Money Pool respectively, in their respective 
base currencies. The component parts need to be considered in the context of legal uncertainties that could impact the ultimate outcomes for individual creditors and clients. For 
instance, there is uncertainty over the treatment of shortfall claims from the Client Money Pool into the House Estate. This matter (the Shortfall Application) was heard on 23/24 July 
2013 with a judgement not expected until the Autumn. The JSAs have reserved based on the possible outcomes of this application.

Finalised distribution percentages
■ On the assumption that the Conditional US Settlement Agreements become effective on 15 or 16 August 2013 the JSAs will be in a position to declare a further distribution from the 

Client Money Pool and an interim dividend from the House Estate as set out below:
– An incremental distribution of 44¢ in the $ will be paid to eligible Client Money Pool claimants in or around the week ending 23 August 2013, bringing the cumulative amount 

distributed to 70¢ in the $; 
– A first interim dividend of 43p in the £ will be paid to eligible House Estate creditors in or around the week ending 23 August 2013; and
– In addition, the JSAs will revise the Shared Cost percentage in accordance with the Client Asset Distribution Plan, following the Conditional US Settlement Agreements becoming 

effective, which will materially adjust the Shared Cost percentage. It is estimated that the updated Shared Cost percentage will be 1.554%, and therefore a cost rebate will be due 
to those claimants who incurred the original Shared Cost percentage of 6.74%. The Client Asset claimants are granted a claim into the House Estate for the costs incurred in 
relation to the realisation and distribution of their assets (being the adjusted Shared Cost, and the Specific Costs).

■ The calculation of the distributions are set out on pages 10 to 14 of this report.
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Illustrative Financial Outcome
Summary of illustrative financial outcome – combined estate

Narrative

1. A condition of the Conditional US Settlement Agreements is that 
amounts receivable from one third party financial institution are paid in 
full to MFGUK. These are estimated to be in the region of $95 million (a 
reduction of $3 million from the prior report due to finalisation of the 
amounts due).

2. The value available for set-off is contingent on proceeds from the sale 
of approximately $68 million of securities held by MFGI. The JSAs are 
in the process of reconciling these accounts with MFG Inc.

3. The UK Supreme Court handed down judgment in relation to the 
Nortel/Lehman dispute relating to the priority of an FSD (Financial 
Support Direction) or CN (Contribution Notice) in an administration. 
The judgment set out that a post administration FSD should be treated 
as an unsecured creditor claim, and not as an expense of an 
Administration. The assumptions now reflect this position and this claim 
is no longer a specific contingency in the low case.

4. The high case scenario assumes that clients will only be able to 
recover, from the general estate, the difference between their client 
money claim and their actual recovery from the CMP. The low case 
scenario assumes that clients will also be able to recover up to the 
value of their associated contractual claims (if higher than the value of 
their Client Money claims). For further details on the Shortfall 
Application refer to 
http://www.kpmg.com/UK/en/IssuesAndInsights/ArticlesPublications/Pa
ges/mfglobaluk-shortfalls-application.aspx

Note: 1. This illustrative financial outcome is for illustrative purposes only and is based on the information available 
to the JSAs at the time of disclosure. No reliance should be placed on the values contained within the 
summary or the illustrative financial outcome to creditors. 

2. To the extent surplus is available in the estate after payment of all creditors, this may go toward statutory 
interest on the unsecured debt or towards any subordinated debt. The JSAs have chosen not to include 
these costs at this stage and express no view on what entitlement any party would have to the money. 

3. Subordinated debts have not been included in total creditor and client claims

Illustrative financial outcome (including comparison to that previously reported)

Post-US Settlement
As at 31 Mar 2013

Post-US Settlement
As at 30 June 2013

Low ($m) High ($m) Low ($m) High ($m) Narrative
Combined house and client estate
Amount currently under the control of the 
administrators

2,408 2,408 2,430 2,430

Amounts receivable from financial institution 98 98 95 95 1

Amounts collected by virtue of set-off 398 398 395 395 2

Projected future recoveries
Affiliates 68 73 67 73
Third party receivables 228 329 185 277
Total future projected recoveries 296 402 252 350
Priority claimants/costs of the administration
Contingency for costs (108) (88) (91) (71)
General contingency (20) (20) (20) (20)
Specific contingency (58) (3) (3) (3) 3

Total priority claims (186) (111) (115) (91)
Funds available for creditors and clients 3,014 3,195 3,058 3,176
Creditor and client liabilities
Creditor and client liabilities (2,547) (2,558) (2,578) (2,513) 3

Amount satisfied by virtue of set off (398) (398) (395) (395)
Amount satisfied by settlement of Accepted 
Client Asset Claim

(197) (197) (197) (197)

Adjustment for possible outcome of Shortfall 
Application

(10) 10 (10) 10 4

Total creditor and client claims (3,152) (3,143) (3,180) (3,094)
Illustrative financial outcome 
(shortfall)/surplus to creditors and clients

(138) 52 (121) 81

http://www.kpmg.com/UK/en/IssuesAndInsights/ArticlesPublications/Pages/mfglobaluk-shortfalls-application.aspx�
http://www.kpmg.com/UK/en/IssuesAndInsights/ArticlesPublications/Pages/mfglobaluk-shortfalls-application.aspx�
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Illustrative Financial Outcome
Summary of illustrative financial outcome – Client Money Pool

Narrative

1. Amounts collected by virtue of set-off attributable to the Client Money 
Pool. 

2. This represents an estimate of the allocation of costs between the 
Client Money Pool and the House Estate. The basis of allocation of 
costs between the respective estates will be subject to approval by the 
Creditors’ Committee of MFGUK.

3. The general contingency has been apportioned between the Client 
Money Pool and the House Estate on the same basis as costs, being 
one third allocated to the Client Money Pool.

4. Balances relating to clients that ought to have been segregated have 
been presented in the client liabilities balance where client money 
proposals have subsequently been issued.

5. The movements in these balances reflect the progress made by the 
JSAs in reaching consensual agreement with claimants over the status 
of claims as either segregated or non-segregated. 

Illustrative financial outcome (including comparison to that previously reported)

Post-US Settlement
As at 31 Mar 2013

Post-US Settlement
As at 30 June 2013

Low ($m) High ($m) Low ($m) High ($m) Narrative
Client estate
Amount currently under the control of the 
administrators

922 922 921 921

Transfer from house estate 64 64 60 60 1

Projected future recoveries
Affiliates 50 55 49 54
Third party receivables - - - -
Total future projected recoveries 50 55 49 54
Priority claimants/costs of the administration
Contingency for costs (102) (95) (105) (99) 2

General contingency (10) (10) (10) (10) 3

Total costs of the administration (112) (105) (115) (109)
Funds available for clients 924 936 915 928
Client liabilities
Client liabilities according to the MFGUK books 
and records

(1,083) (1,071) (1,078) (1,076)

Clients that ought to have been segregated (10) (10) (10) (10) 4

Disputed claims – third parties (215) - (50) - 5

Collected via set off (13) (13) (13) (13) (see page 
7)

Total client claims (1,321) (1,094) (1,151) (1,099)
Illustrative financial outcome to clients
before any recovery of shortfall from house 
estate

(397) (158) (236) (171)

Note: 1. This illustrative financial outcome is for illustrative purposes only and is based on the information available 
to the JSAs at the time of disclosure. No reliance should be placed on the values contained within the 
summary or the illustrative financial outcome to creditors. 
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Illustrative Financial Outcome
Summary of illustrative financial outcome – House Estate

Narrative

1. All asset and contingency balances have been translated 
into GBP at the period end exchange rates. All liability 
balances have been translated at the 31 October 2011 
exchange rates.

2. The value available for set off is contingent on actual 
proceeds received from the sale of $68 million of securities 
held by MFGI. 

3. A condition of the Conditional US Settlement Agreements is 
that amounts receivable from one financial institution are 
paid in full to MFGUK. These are estimated to be in the 
region of $95 million (£63 million). 

4. Reduced shortfall by virtue of the progress made by the 
JSAs in reaching consensual agreement with claimants over 
the status of claims as either segregated or non-segregated.

5. The Shortfall from the Client Money Pool is converted into 
GBP at the reporting date FX rate.

Illustrative financial outcome (including comparison to that previously reported)

Post-US Settlement
As at 31 Mar 2013

Post-US Settlement
As at 30 June 2013

Low (£m) High (£m) Low (£m) High (£m) Narrative
House estate
Amount currently under the control of the administrators 978 978 992 992 1

Amounts collected by virtue of set-off 262 262 245 245 2

Amounts receivable from financial institution 64 64 63 63 3

Transfer to Client Money Pool (42) (42) (40) (40) (see page 8)

Projected future recoveries
Affiliates 12 12 12 12
Third party receivables 150 217 122 182
Total future projected recoveries 162 229 134 194
Priority claimants/costs of the administration
Contingency for costs (77) (64) (66) (53) (see page 8)

Costs allocated to Client Money Pool 74 69 76 72 (see page 8)

General contingency (7) (7) (7) (7) (see page 8)

Specific contingency (38) (2) (2) (2) (see page 7)

Total priority claims (48) (4) - 10
Funds available for creditors 1,376 1,487 1,395 1,464
Creditor liabilities
Creditor liabilities – as per the MFGUK books (963) (978) (986) (945)
Amount settled by way of client asset claim (129) (129) (129) (129)
Amount settled by virtue of set off (253) (253) (237) (237)
Less: Ought to have been segregated 7 7 7 7 (see page 8)

Adjustment for possible outcome impact of Shortfall 
Application

(7) 7 (7) 7

Less: disputed claims (assumed in Client Money Pool) 141 - 33 -
Shortfall from Client Money Pool (261) (104) (155) (113) 4

Total creditor claims (1,465) (1,452) (1,475) (1,411)
Illustrative financial outcome to creditors (90) 35 (80) 54

Note: 1. This illustrative financial outcome is for illustrative purposes only and is based on the 
information available to the JSAs at the time of disclosure. No reliance should be placed 
on the values contained within the summary or the illustrative financial outcome to 
creditors. 

2. To the extent surplus is available in the estate after payment of all creditors, this may go 
toward statutory interest on the unsecured debt or the payment of any subordinated debt. 
The JSAs have chosen not to include these costs at this stage and express no view on 
what entitlement any party would have to the money. 

3. Subordinated debts have not been included in total creditor and client claims
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Illustrative Financial Outcome
Summary of funds available for distribution – Client Money Pool

Narrative

1. Amounts collected by virtue of set-off attributable to the Client Money 
Pool. 

2. This represents an estimate of the allocation of costs between the 
Client Money Pool and the House Estate. The basis of allocation of 
costs between the respective estates will be subject to approval by the 
Creditors’ Committee and the fee reviewer of MFGUK. To be prudent, 
until the allocation methodology referred to on page 8 is approved, the 
JSAs have assumed that the CMP is liable for 40% of costs within this 
distribution calculation (compared to one third of costs allocated to the 
CMP in the illustrative financial outcome).

3. This represents a provision for general uncertainties due to the 
complexity of the Special Administration. 

4. This represents the aggregate low case client claims as set out on 
page 8.

5. The ultimate return for an individual client will be dependent on a 
number of factors including the treatment of the shortfall claim, the 
effect of transfers, and foreign exchange movements due to the timing 
of conversion and payment.

Note: This is for illustrative purposes only and is based on the information available to the JSAs at the time of
disclosure. No reliance should be placed on the values contained within the summary or the illustrative financial outcome to creditors. 

Distribution Calculation

($m) Narrative
Amount under the control of the administrators (as at 30 June 2013) 921
Transfer from house estate 60 1

Provision for future costs and contingencies (138) 2

General contingency (40) 3

Funds available for distribution 803
Total client claims (1,151) 4

% return to clients 70% 5

% already returned 26%
Further % to be distributed 44%
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Illustrative Financial Outcome
Summary of funds available for distribution – House Estate

House Estate interim distribution calculation

As at 31 Mar 2013
Post settlement

£m

As at 30 June 2013
Post settlement

£m Narrative
Amount currently under the control of the administrators 978 992
Amount receivable from financial institution 64 63 1
Amount transferred to Client Money Pool (42) (40) 2
Provision for future costs (11) - 3
Holdbacks - (17) 4
Provision for specific contingency (39) -
General contingency (7) (7) 5
Specific contingency – Amounts due to MFGI/MFGH once the US settlement becomes unconditional (132) (128)
Total potential cash available for distribution 811 862
Required reserves (trust type claims)
Reserve for assets that could be potentially traced relating to disputed claims (141) (62) 6
Total required reserves (141) (62)
Funds available for distribution to creditors 670 800

Note: 1. This illustrative financial outcome is for illustrative purposes only and is based on the information 
available to the JSAs at the time of disclosure. No reliance should be placed on the values contained 
within the summary or the illustrative financial outcome to creditors. 

2. The quantum of distributions ultimately declared will be determined by the level of available funds 
and client and creditor claims at the point of declaration of those distributions having taken account of 
any contingencies that the JSAs consider appropriate to be reserved for on a prudent basis.

■ The summary tables below should be read in conjunction with the underlying assumptions and the narrative detailed on the following page. 

House Estate – Creditor participation in distributions 

(£m) Narrative
Creditor liabilities – as per the MFGUK books 986
Client liabilities 757 7

Provision for unagreed claims 100 8

Client Asset cost claims 3
Total participating creditors (1,846)
Funds available for distribution to creditors 800
% return 43% 9



14© 2013 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved.

Illustrative Financial Outcome
Detailed assumptions and narrative

Detailed assumptions and narrative

1. A condition of the Conditional US Settlement Agreements is that amounts receivable from one financial institution are paid in full to MFGUK.

2. Amounts collected by virtue of set-off attributable to the Client Money Pool. 

3. To date all costs have been paid out of realisations in the House Estate. A significant proportion of these costs will be recovered by reimbursement from the Client 
Money Pool and client asset claimants. The recovery of costs paid by the House Estate from the Client Money Pool and Client Asset claimants exceeds the future 
costs to be incurred by the House Estate and therefore no provision for future costs is required. The basis of allocation of costs between the respective estates will 
be subject to approval by the Creditors’ Committee.

4. Holdbacks that are required in relation to the recovery of cash from financial institutions (i.e. The JSAs have agreed that these balances cannot be distributed until 
certain conditions are met).

5. General contingency for unexpected events.

6. This reserve is held for assets that could potentially be traced if claims are proven to have a valid client money entitlement.

7. One of the positions being argued in the Shortfall Application is that clients have parallel claims into both the Client Money Pool and House Estate and that these 
claims can be satisfied from either of the estates up until the higher of a clients Client Money Pool entitlement or contractual claim have been satisfied in full. For the 
purposes of making the initial distribution from the general estate, it is therefore necessary to recognise the client money entitlements in full as liabilities of the House 
Estate.

8. The JSAs are required to reserve in full for all claims that have not been accepted or rejected. This balance reflects the difference between claimed amounts and 
amounts recognised by MFGUK in relation to unagreed claims.

9. The ultimate return for an individual creditor will be dependent on a number of factors including the treatment of the shortfall claim, the effect of transfers, and foreign 
exchange movements due to the timing of conversion and payment.
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