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�An investment adviser registered under this title shall take such steps to safeguard client assets over 
which such adviser has custody, including, without limitation, verification of such assets by an 

independent public accountant, as the Commission may, by rule, prescribe". 
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16�Proposal for a Directive on Markets in Financial Instruments Repealing Directive 2004/39/EC of the 
European Parliament and of the Council. October 20th, 2011, COM(2011) 656 final, 2011/0298 (COD). 
See http://ec.europa.eu/internal_market/securities/docs/isd/mifid/COM_2011_656_en.pdf
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22�	������ 	������ ������ 	����� #���"� ���� ���� 	��� ��	�� 	����� ������ ��� ����� 	���"� ����	� 	����� ������

����� 	����	�� �����"��� � �� �� ���mfglobal/Intermediaries/IndustryOversight/gov.cftc.www://http� (����
�

�	�����������������	����CFTC����������%�����	������&����������������	�����	�"�������������������
#������������������"�(����09-5763pr/PressReleases/PressRoom/gov.cftc.www://http�

23��"�������)��������	��������������#�"����������������MF��������������������(�����
,1000694191=did&1320314730024U,1057=QUID?aspx.article/news/il.co.globes.www://http�

24�Ben Protess, Regulators Investing MF Global for Missing Money, New York Times, November 2, 
2011. See http://dealbook.nytimes.com/2011/10/31/regulators-investigating-mf-
global/?scp=2&sq=mf%20global&st=cse
25�"MF Global officials believed the money was excess cash held in reserve for customers, based on 
calculations made Oct. 28. MF Global's push to move the $220 million was part of a broader effort to 
fill a shortfall in customer assets that had been identified and communicated to regulators early in the 

morning of Oct. 31, people familiar with the firm's thinking said"
26�The U.S. Commodity Futures Trading Commission. See http://www.cftc.gov/index.htm
27�Scott Patterson and Aaron Lucchetti, MF's Money Trail Zigzags, Nov. 30, Wall Street Journal. See 
http://online.wsj.com/article/SB10001424052970203441704577068311530372668.html
28�Cristina Alesci and Matthew Leising, MF Global Missing Funds Said to Be Found, Nov 4, 2011. See 
http://www.bloomberg.com/news/2011-11-04/mf-s-missing-client-funds-said-to-be-located-in-
jpmorgan-custodial-account.html



���������	���
	�����	�
���	������������	����
������������	�
����������������������	������	�����

��

�	���#���������B&���������������������������#�"���#������������������������������

����������#����$���� (.����

                                                
29�Paul Joseph Watson, MF Global Money Now “Missing” After Reports it Was Sent to JP Morgan, 
www.insofar.com. November 17, 2011. See http://www.infowars.com/mf-global-money-now-missing-

after-reports-it-was-sent-to-jp-morgan-
30� Nick Brown, Christopher Doering, MF Global may return funds, cuts more jobs. November 17, 

2011. 
http://www.calgaryherald.com/business/Global%2Breturn%2Bfunds%2Bcuts%2Bmore%2Bjobs/5725
823/story.html#ixzz1fXugy8If

%����� �#�������������������������������������������������
����������������'��
"Kobak had no further details on the missing $600 million. “Exactly what happened, I don’t think 

anyone knows,” he said. �%��
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31�The Company Investment Act. Rule 17f(1): "Every registered management company shall place and 
maintain its securities and similar investments in the custody of ( (A) a bank or banks having the 
qualifications prescribed in paragraph (1) of section 26(a) of this title for the trustees of unit investment 
trusts; or (B) a company which is a member of a national securities exchange as defined in the 
Securities Exchange Act of 1934, subject to such rules and regulations as the Commission may from 
time to time prescribe for the protection of investors; or (C) such registered company, but only in 
accordance with such rules and regulations or orders as the Commission may from time to time 

prescribe for the protection of investors"(
32�See also SEC Commission Final Rule: Custody of Investment Company Assets with a Securities 

Depository, 17 CFR Part 270, [Release No. IC-25934; File No. S7-22-01] RIN 3235-AG71.  

http://www.sec.gov/rules/final/ic-25934.htm#P77_18628
33

Investment Company Act, Rule 17f-4/�
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34�Investment Company Act, Rules 17f-2, 17f-5.
35�A broker-dealer must promptly obtain and maintain physical possession or control of all fully-paid 

securities (Securities Exchange Act of 1934, Rule 15c-3)
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39�http://www.sec.gov/rules/final/2009/ia-2968.pdf�
40 Statement on Standards for Attestation Engagements (SSAE) No. 16�
http://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/AuditAttest/IndustryspecificGuidance/PRDO

VR~PC-0127910/PC-0127910.jsp#TabContent7(  
SAS (Statement on auditing standards) 70���"�� 	���� #����� �������� ��
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41�International Standard on Assurance Engagements (ISAE) No. 3402 
http://www.ifac.org/sites/default/files/downloads/b014-2010-iaasb-handbook-isae-3402.pdf
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Markets in Financial Instruments Directive (MiFID) II

� �������������� #��"�European Commission�	������� 	���	�� 	�� 	��	��� ��������� 	�
�
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"(9) Safekeeping and administration of financial instruments for the 

account of clients, including custodianship and related services such 

as cash/collateral management; 

(10) Operation of Organised Trading Facilities." 

                                                
42�Proposal for a Directive on Markets in Financial Instruments Repealing Directive 2004/39/EC of the 
European Parliament and of the Council. October 20th, 2011, COM(2011) 656 final, 2011/0298 (COD). 
See http://ec.europa.eu/internal_market/securities/docs/isd/mifid/COM_2011_656_en.pdf

43�����������$�����������������������	�������������$������"���(k)������'��
"persons whose main business consists of dealing on own account in commodities and/or commodity 

derivatives. This exception shall not apply where the persons that deal on own account in commodities 

and/or commodity derivatives are part of a group the main business of which is the provision of other 

investment services within the meaning of this Directive or banking services under Directive 

2000/12/EC;"
44�$����,#�������	�����������������������������'��

"(22) ‘Investment services and activities’ means any of the services and activities listed in Section A of 
Annex I relating to any of the instruments listed in Section C of Annex I; The Commission shall (adopt 
by means of delegated acts in accordance with Article 94 measures specifying: the derivative contracts 
mentioned in Section C 7 of Annex I that have the characteristics of other derivative financial 
instruments, having regard to whether, inter alia, they are cleared and settled through recognised 
clearing houses or are subject to regular margin calls; the derivative contracts mentioned in Section C 
10 of Annex I that have the characteristics of other derivative financial instruments, having regard to 
whether, inter alia, they are traded on a regulated market or an MTF, are cleared and settled through 

recognised clearing houses or are subject to regular margin calls;" (23)‘Ancillary service’ means any of 
the services listed in Section B of Annex I."

45�$����B��"�����#�������
����#�	��������������������(�$���)9(A�$�����������������)1(B�(����������43�
���pdf.en_656_2011_COM/mifid/isd/docs/securities/market_internal/eu.europa.ec://http�
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46����������������������	�������com.thomasmurray.www�(�����	�	����	�����������1������������
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48�������	���������us_about/il/net.globalcustody.www://http-�
49�����worldwide_assets_custody/il/net.globalcustody.www://http-�#��������������������������������
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