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,,,, Frorn January 2010 to April 7; 2010, Prornontorv conducted a revie\.v of 
rrErtters related to the Order instituting Proceedings Pursuant to Sections. 6{c) 
···} r1 !-1 F;{cl \c·f t+jr:i f'-o ~Tir'>·'• fod lt> < C: ¥(·h.--, n 0"" /'> c·t -, !:' ."" <">"> .~, ,., (-l p,...J { U(" C f' N \ l>,fl·"> l, l >'). t!' C; <'> ,--ll1'' ~-, <: 
1.:'-d d './\'--~/ J' "' (., M n" ;)_,, ' r 1;;,/', ;;i;:N 't·J~:::: ,·>, .:,, ,_, __ ) :;:.n p,;_: n,·k.di \ • • Lr< j ~~ .~:!t'•,d ·6 l ,, P-Jd 'b--' 

and !rnpos!ng Remedial Sanctions lssued by the Cornrnodity Futures Trading 
Cornrrdssion (the °COrYH1lissior(' or NCFTCj!) dated Decernber 171 2.009 {the 
oOrde('). (Attached os Appendix lt is a fist CJf the Prornontory Tearn Pv1ernbers 
who conducted the revietAf} 

,,,, As part of th revie·N~ Promontory assessed rv!F G!obalts lnterna! contrc.ds related 

to cornptiance; risk rnanagerYH?.nt processes) !Tinfrastructure, and corporate 
governance! in order to assess cornpliance vvith the Order 

,,,, rornontory had '.tJich:: access to internal reports, poHcies and pn:n::edun?s,, 
specialized presentatiOrlS? 1:1nd other interntd documents. (.4ttachedDs Appendix 

8 f~· r1 lief· nf -~-fJt~'"· L'"Jr/[''' U4'1Dr,+cR· ,?~;<c<l,~t,c•,d• ) 
. ,:; ;..~ II..> t '-'} { l '-" • '-' •. >;..~, l •' <,, , 1 I, ;:J '-· ' I~;; ~ V"' v , . 

,,,, Prornontory conducted 43 interv!Etws 'vVtt!--·l senior executives! heads of control 
units, and other professionals at rv1F G!oba!. (Attached as Appendix fs albtof 
the AAF (-Jfobai!ndfvldua!s Irrtervfev/ed.) 
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,,,,, l\t1F Global has undertaken a strategic re-organization of the firn1 that better aligns 
itT ~c·i~: k YY'! ~~ ~·1/~ ·.""" nv~ nt ., nd cnr·r".Pi; ;> rlr.o, r.~Jl">~H';i" .. "'"" >"'M. ; '"'t. pn"> ':0 j Ct'l("trr;•l , .. . -::, ;·~d a.·.·""' i.O ('N' .c·:,r1 c,~;; 
..... ...< .~ L.,.-.( ~ "' ~ 8 . (; .~ . .....~ t~ ........... ~ ~ '· ~:......_ ·- e 'lv ·CU 8 ._ ' "v.· J../ . ~: - ~ ~ J;S . ' ~ ..... ~ t ~ v Es r G ~ ~- ~ l ~ ~ ~ -- ~---· ~ ~ ~ {3 :- ... _ .... '!>. ... - ~ -· ~ '\,_ .. - .). ~:A: ~ .; ~-·- b :i._) ...... ~--' - ~: ~ c~ - ~ $..._. __ \._. __ 

frarncvvork v,;lth its obz.l! orgarlization and goals. 

,,,,, fv1F Global has aHocatedsubstantia! resources to enhance its lnterna! contro!s,. risk 
rnanagernent processes, and governance harnevvork. 

,,,,, Senior managernent of ~·AF (;!obal htb set tl ~<tone at the top'~ that supports a best 

practice enterpr!se"'vvide risk. n1B.Fl<]gement frame»Nork and cornp!iance culture. 

,,,,, !\1F Global has introduced discipline around project rr1anagernent through the 

creation of a Project fvlanagernent Office to pror-r1ote irrtt:;n'l;0.J transparenc:~r 
prioritization of efforts, and e.ffectivt-.: execution. 

,,,,, Policies and procedures have b·een estabJlshed or re~'>Ndtten to reflect best 

practices; robust training mndu!.es havE~ been itl)pk:rnented; and systerns are 

being enhanced to support senior m.anagement;s vision of a globally--integrated 
Pr"·t·<=>~'n~-;,~ <=LV rio.~...., ,.; <- l w1 --., n :':'s~,P~l1C>(~t f•-:::J.<p.t::r>Au-..r!<· 
.~ .~.~~t---o!·~~:::>~ ...... :.!'·~ .. ~ .c '~;~_f...,_--~ 1 .• a, ~{):r:; ... _..-~ ~1o.. ... ~ ~ ~. , ~\.A:-~ -.-~x, ... -~~ -....> •. ~ .:? 

,,,,, VVhHe rnt::HW initiatives are ln stiH i.n progress and ,:1ddiHona! enhancetrn::~nts of 
controls arP ph:.lnned, the devotion of resources and the development of an 

organiz.ationa! frarrte\AtOrk to support these enhancements have been substantiaL 
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of th::: new st-nior hires) 

Globd to estab~ish a.govr;rnance and d.s~: manngement f1',Jn1<;?\vork thnt bettei'-tiJdon:::d to a0 >:i'iFjnizntinn 

d its size, corrq.:i!e;.:ity {in terms of prodt:ds) and geogfaphk pn:sence. 

h'!f G!oind h,;)s <:?stai::dished nn <:::ffect!vt:. f:nterprlse-vvide ris:k n,;,lnagE~n;E~nt prograrn, indud:ng an <>pt?.r:nional 
risk manngernc:nt frarnet,vork. Under the(_; iobai Chef Risk (}fficef; risk function';, arE: ;non~ closely htt:gr~"lk':d 

and (.:::;ordinat\O:d '>Nithn n:;gions and ;:H.Tos~: the Hrrn. Cmmnon too!~:,, procedures, :,md 

nxh!C\? operational usk, nnd irnprov::=:d rOWilnunk<'rtk>:Y, pwrnoh: shm-rwr fou;::, acros=_,; risk 

The f\kvv i:hg,irwss lnit:ativ::=:·~~ ~:md Frocedur;:Jl Frame\Nork anri U·H:; Project C:lovernann:; h/fodd provide 

S\;•nior rnanagerrwnt,busine,_;s !each::r~~ andrr:pres•:.:ntative<_; of (:ach risk disc;pHne and contt-c:J! group 'vvith 

forurns to disu.<S>.~ ;:md apprnvt':· new busines:< initiativr::.;, products ;;n1d projects. 

r h:: m;;r ket risk h<H-rn:;work, the r=:xp:::rti;;,;? of marbo:t risk :;taff, t\1!.:: ar.dytk;;d too is ernp!oved bv t!H; t'-Aarket 

Rid< Departrrn:::nt and marb::t d-;k monitoring ate: greatly irnptoved t\ new global apptoae!1 to nL:trktt 
vv!th dear accountabHity, incorporate tactic~ti solutions ln >:l strat1.::gic fr.:Hw.?wod< re;ulting in cornrnon 

undetsti.mchngof prioritks :.:a1d directkm. 

,,,, SupE;:rv[sory Tra~ning 
Supen.d'.>ory training h;Js been ,;;nrhmu;d, is rnon,; thorough, and h)fc-srrn~·, br<H:ch n·~;~nag~:;n: ;wd suptz.rvhor~' 

cf thdr g=:?nt:r::M r~~spcH'l~;ibd!ht~<; .:md their d;~y-to-d:w L:dc. 
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h!!F Globn! has enhnnn:d ib con)pihnce training prograrn hv Ul?.ahng ;; forn)<)! <Jnd romprehs~:nshil'C: 
<:;:)rnp!innce tr,;,ining.rnoduk: that is prv1kkd to ':Jtaff at !l:-'ast anntp:!i';. This trdinlngprografn, ch.;.v~:~iopE'~d by 
th~:(ornpHanre EdU.C"ltlon Group, is pdrn;Hnv adrnini::,HH(~d through nve trainingsi~rnina~'S ;~nd inter;Jr.t!vr::: 

'::essions on Mf G1ob<i!\ G!obd Exchange Intranet syskm"!, Mf" G!ob~;!'s h::nrn:ng f'vian:,:;umH:'nt ')V:::u,~ms ;:rn~ 

!x~ing<:':nhanced through the CornpHanr:e Departrnent's contract with SAl Gfnba! to prov:de ;:lutornat!c 

repm"tlng funct!nna!itv, 

t'JiF Gbbal undertcv.lk a s.ub~>t<.mtiai dlort to :nventory nnd rt''>/k;'.;V ali Gt:,c;r,:::nteed Introducing Brnkt::r (''G!B") 

rdationsh!ps m1d h;y; t'nh,:.wced ib revk;w ems by' t''>tab!bhlng J forn·wl (<:>:-npHsmce A=.>::<UFHlO':: processc 

Mf G!obnl e<;tab!isi·H;;d a more u:::~rnp!etf~ nnd fulh;·devdoped ttchno!ogyH?nn1, stnrting vvith the h~ring 
·C>f a dedicated Chk?f !nforrnaNon (;ffiusr {''UO"). Th~: (JO ha~: n~·otganl.zed the lT D:sp;:Jrtment into five 
glob>:1! functions with thn.:e rrsgional C!O~:. 

Po!icie~; and procetiure~; conc~:rning th~: h:::chno!ogy Hh: ·cvc!e, t\:chnology changt~ contmi, ux:h.no!cgy 
dev>::'!opnHsnt and other rr-reL:n(:d dhcipiine:' hew~~ f~nh<mced and i.h.'lcun!NHed 

rAF Cbbal tkve!opE:d a g!otw! t\~chnobgy ~,trategy which has b~::en soda!ici::d <md accepted by 
tcchndogy p::::rsonnd. Lon§Ht:r:n ti:':chno:ogy ::=,dhere to techno!ogysttalegv. ShorH·t:rrn 
interhn h::chndogy sdut~on'!: v\:Hl be repL·K:ed as ~,trategic ~,o!utions are irnp!errwnted 
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=:=:= r~ re.,.,. :~:. rtl rJ ~ t>~~r rrlf~~ rrt Ei.:t;:r-~?E~ r~ i~ :~·l.@; 

fvt~ Glob<'d has <:mhanct::ri its pre-en!pfovmentscn::>ordng by ;::Jsdgning cesponsfi~dlity to Co:T:phancr: 
and Hurnan for pre-ernpiovrtp;;nt due dHigonc~: and t<::~t:::dnlng .a t·drd·}nlrty v;::.:ndor to 
conduct tlng<:::r !>rinting, background cht:cks (tn:,dlt i.:lnd crinllna1 records), ;,:nd pr~:-t":n""lpsov:·YH?r:t 
drug testing. Th>.c: cun-:::~nt pn;;--hlre scrN:ning proct-~s::, f.H?.rforrned by Cwnplianu::' lnclud\::s ~,~;;,:wJ:~:s 

of d.::Jt<Jba;;,;;s n·~;;dnt:::1H"Wd by tho fo\iov-1ing ent:tlr,;~s: 

Cornplla:tce l)at;:l Cent.:-~r 

Wodd·~Check 

Equlfax 
Anv :::.:;ue:, that <Jrh;_:: as a n':suh. of this pre· hlre scr;:;>;;ning are brought to the ;_:;ttention c.>f the 

<'lpproprbtt': Hurrun Resources r-epresent;=lthn; for rev~t·w. 



n 
~ 
~ 
I 

Cll 
0 
H 
I 

0 
w 
00 
w 
w 

f"<tt<=lched as /\ppencHx: [l Is tho H<;t C>f the CfTC undt:rt>Jking'} ,:;nd Promontory !'t;~wnmw:ndntic:n;; an( 
Promontory\ ~:;s;;.Essrnents of (i) the status of cor0p!ianu: with, (;r in0plomt.~ntation e<lth undf:;rt<3king >:lnd 
FCCOf-nmendatlon i'lnd fiil the ;_;;ffE·Cth:f;:nes~; of SUCh ccnnpiian<:t Of hnp!ernenti:ition. Tht: foH0\1Ving chart 

pmvkies ;::< gmphc depiction of Prorm;ntory\;. .;)~:ses::,n.1<?.nts: 

·•A 
;.i) 

f\lot Ef':i?cfve 
Parflal!y Efl\>ctiW'' 

Hrenkdown of Underta!Hng/Recormnendation Assessment 

P.:u·nalJy 
EHectiv~ 

Hk•dh.>~~ ~ 

f=1h<lntf::rner:t 
f>!&rnwd 

0 
1. 

··;t~1rc:(;.~~;-i:;i;.;t;;; ~~~~ ~--···-- ·------- ---------······························· ·····································································································:ss····························i 

:;:;::::I:::::::::::IIIiii:::::::::::::1:):=:::mm;;;::::::::::::::::::::::::;.::::;:::::::::::::;,::::::::::::=::::::::::::;:::=;::;::::::::::::::::::::::::::::::;:::::::;:::::::;:::::::::;,::::;:::::::::::llimiJIE:t::~=;g;;;;;;;mtf)[ii~TI~1m:;:~:::::~::: 

Nnt f.fft~ct:vt: 0 1,'',',,, Pa!tiaf!v EHE!clh;t' ... 
H'krt!vs:: 0 
EFfective·"' Enh.:;merw;;nt Pf.:;nned _ 
............................................ -·-·-·--------------------------------------------~----------- --------------·---·-------------------------·-·-·----·-··---·-·-·····························-·-····-·-·-·-·-·-·--·-·-·-·-····-····-·-·-···-·-·-·-·-··-····-·-························ ···················· ········-: 

yl:~~!Xi?~--~-~t'l3_2let.e ............................................................................................................................... ...? .. ····· ··· ------------------~ 
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rv!F Global'\: ~rnp!ernentation does not substantia!lv rrdtigate or addres\ 
the risks or concerns under!y~ng the undertaking or recomrrn:~ndat!on. 
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,,,,, f'i1F GLobal has, for the most pirt~ successft.d!y and effectively irnp!ernented 

berth the Prornontory recornrnendat!ons and the CFTC undertakings and 
f'~(.;t;<> t--;ji•:.: <-,,.-::.d~ •··::-. r"'Jh • ;,:'t .c,ntc.·rn•"k~:.~\n)f'lP ···i<.: ~f ..-~·,.;;) n "· o.c'rT''J'Tt·· .. _, ~'d.• C"O•r·r• Pi.•i 2~"''"">-~----- ..... ~ _ { .. :~ l): ? ----:~ ~ t"v- ~._..o:: { ~--~ 1<.} ~~A~.')~- -...~- , ~ .. <...,. t/ ~ ~ ~.-;- ~-· Jv~ \., . .~_,_._ :: L ... d.. } ~ -~ ,..._:~ ~ .. d.~;;.~.. _ ~ t ... d .• _ _ 0 ~- ~ -'---~-- - , ... _ -- . ~ ~.) .· ~- >.-.~ ~ Pv .. ~.::-

pfO§f<J((l and internal controls frarnewodc 

,,,,, The lrnplementatton of sorne of the CFTC undertakings and Prornontorv 

recorrH11endaHons are, appropriately, V\i'orks. in progress and fv1F Gloh2:l! either is 
in the process of imp!ernenting_, or has plans forf further enhancenv::nt 

,,,,, f'/1F Global !YlUstcontlnue to develop .. imp!ernent, and articulate a 
cornpensat!on plan and frarne'vvork that f; .. dht co~··r1plies with the CFTC 

undertaking and addresses Prornontorv recornrrH:.~ndatlon 39, 

,,,,, \NhHe rvlF Global's Credit Risk Procedural Framework and f'l1arket Risk 

Procedural FranH?Work are thorough and functional, MF Globa! should rnak;e a 
concerted effort to complete this docurnents by adding rnissing rnateria! .. 
prtrnarl!y. ln appendices .. lnduding hypedinks to other policy or procedural 
documents .. information tabh~s~ ternp!ates and sarnp1e reports, 

,,,,, Prornontory has pruvlded f'v1F Global vvith t\'VO additional rE~cornrncndaHons 
intended to enhance riskrrronitoring processes and it1

S technology 
ir,f'r::-J(' 'tV'lrt'J·••'P {f>~·tn('{:.p:':l>"i /'{<i l)r·>nor>r1}':{ {:: '"J(t."> Pr· nrr">nnt·n,n/t; {iJ~dh;·''ri'·Jnf ~ ~ L . u ,.} ,._ ~ ~ ... -~. 1.. --~ ...__._.. -~ M t>i;._ ~ ... ~ _ _._ .. 10,..._.l..:A 't.~ .,)'! .. -~JV;t-"- >....-. :t ; "'"'* .•, ~- $ .... -._ <;;,;,.._ 'l • ...... c ~ H../~ L ~../ f _y :"""" M <.A ... _.;e ~ :o.... _ t ... d ,. "·n 

Ro.f~ ~if''"n·"'le '"' ,..},..,,1;-; ~f~"> r l .<-:. (,(, H. II .>HJind.>~J.),/ 
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MF Global, Inc. 
2011 CFTC Order Review 

Presentation to the Audit and Risk 
Committee of the Board of Directors 

May 12, 2011 
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Conterrts 

:·:~ 

.··-"''····"{ PROMONTORY 
-~-

~ Nature and Scope of the Review 

Sl Overall Assessment 

~ Key Risk Management and Control Enhancements Since 2010 Review 

~ Assessment Definitions 

~ Breakdown of Undertaking/Recommendation Assessments 

Sl Additional Recommendation 

~ Conclusions 

~ Appendices 

A. Promontory Team Members 

B. Documents Reviewed 

C. Individuals Interviewed 

D. Assessment of Implementation of Undertakings and Recommendations 
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Nature and Scope of the Review 

:·:~ 

.··-"''····"{ PROMONTORY 
-~-

~ From January 18, 2011 to March 21, 2011, Promontory conducted the second annual 
review (112011 Review") of matters related to the Order Instituting Proceedings Pursuant to 
Sections 6(c) and 6(d) of the Commodity Exchange Act, as amended, (11CEA") Making 
Findings and Imposing Remedial Sanctions issued by the Commodity Futures Trading 
Commission (the ~~commission" or 11CFTC") dated December 17, 2009 (the 110rder"). 
(Attached as Appendix A is a list of the Promontory Team Members who conducted the 
2011 Review.) 

~ As part of the 2011 Review, Promontory reviewed MF Global's internal controls related to 
compliance, risk management processes, IT infrastructure, and corporate governance, in 
order to assess compliance with the Order. 

~ Promontory had wide access to, and reviewed, internal reports, policies and procedures, 
specialized presentations, and other internal documents. (Attached as Appendix 8 is a list 
of the Documents Reviewed.) 

~ Promontory conducted 47 interviews with senior executives, heads of control units, and 
other professionals at MF Global. (Attached as Appendix Cis a list of the MF Global 
Individuals Interviewed.) 
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Overall Assessment 

:·:~ 

.··-"''····"{ PROMONTORY 
-~-

~ MF Global senior management has set a "tone at the top" that supports a best practice 
enterprise-wide risk management framework and compliance culture that is supported by 
MF Global's revised compensation framework. 

~ MF Global has substantially revised its annual performance review and compensation 
process to incorporate a balanced scorecard approach, and several core policies and 
procedures have been modified to clarify and emphasize the importance of compliance 
with rules and regulations, and adherence to the firm's policies and procedures, in 
determining annual compensation. 

~ MF Global has enhanced its compliance function through the addition of qualified 
personnel, the implementation of a trade surveillance system, and the adoption of written 
supervisory procedures and formalized reports for futures branch reviews. In addition, MF 
Global has improved its monitoring processes in order to better determine whether 
employees are adhering to internal policies and procedures, as well as complying with 
applicable regulatory requirements. 

~ As noted in the report of Promontory's presentation to the Audit Committee on its review 
conducted from January 4, 2010 to April 7, 2010 ("2010 Review"), MF Global has 
established or modified policies and procedures to reflect best practices; developed and 
continues to implement robust training modules; and developed and continues to enhance 
IT systems in order to support senior management's vision of a globally-integrated 
enterprise-wide risk management framework and to reflect the firm's long-term business 
goals and strategic initiatives. 
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ffi Enterprise Risk Management and Organ!zat!onai Structure 
The continued hiring and appointment of experienced and well-qualified individuals to senior control and 
risk management positions has strengthened the firm's revised organizational structure and its enterprise­
wide risk management framework and the segregation of duties inherent in that structure and framework. 

ffi Operat!ona! Risk Management 
MF Global continues to enhance and strengthen its management of operational risk by (i) developing a 
central issues database, (ii) updating the Process Risk and Control Library, (iii) strengthening the quality 
and consistency of operational risk incident reporting, (iv) launching the Operational Risk Training 
Program, (v) strengthening the processes for reviewing and reporting external operational risk incidents, 
(vi) integrating operational risk into the Board-established risk appetite, (vii) launching the Risk and Control 
Self-Assessment Program, and (viii) developing risk maps and matrices, which are used to determine 

inherent and residual risk. 

ffi Supervisory Training 
MF Global continues to train its branch managers and supervisors on their day-to-day tasks and 
responsibilities. The training covers a wide-array of topics, including key internal processes (e.g., new 
account opening), applicable regulatory requirements, and potential manipulative or prohibited trading 

practices, among other topics. 

w Compliance Training 
The Compliance Education Group ("CEG") has continued to update and enhance the annual compliance 
training given to all MF Global professional staff, and compliance education remains a high priority for the 
firm. CEG has leveraged the vendor SAl Global to electronically track employee training and to develop 
and rollout several on-line training modules. 



n 
~ 
~ 
I 

Cll 
0 
H 
I 

0 
w 
00 
....... 
\0 

Key Risk Management and Control Enhancements ro:munw::dJ 

:·:~ 

.··-"''····"{ PROMONTORY 
-~-

ffi Compliance Assurance for GEls 
MF Global maintains robust oversight of its IB and GIB relationships. In addition to the rigorous pre­
screening due diligence process established by the Compliance Department, the Head of Policies & 
Assurance has established a GIB audit program that includes a risk-based approach to conduct targeted 

reviews of GIBson an annual basis, as well as retaining the services of an outside vendor, Compliance 
Supervisors, Inc., to conduct annual reviews of all of MF Global's GIBs. 

ffi Technology Enhancements 
MF Global has continued to develop and enhance its technological capabilities. Market Risk has fully 
implemented RiskMetrics and Risk Informer to bolster its monitoring and analytic capabilities. Compliance 
has implemented SMARTS.broker, a vendor-developed trade surveillance tool that enhances Compliance's 

ability to detect and investigate potential trading infractions, including, but not limited to, wash trading, 
spoofing, and ramping/marking the close. Other notable enhancements include the implementation of 
elimits, the Broker Registration Administrative Tool, and the Tag 50 database, and progress towards the 
firm's Multi-Asset Trading Platform initiative. 

ffi ~nterna! Audit 
Internal Audit continues its risk-based approach to its annual audit program, and we note that it has been 
pro-active in auditing, or planning to audit, those new business and activities that may present 
heightened risk in the future, specifically including primary dealer, principal strategies, and government­
sponsored enterprises dealing activities. 

w Branch Supervision 

MF Global is in the process of consolidating its branch office locations in New York City and Chicago, 

providing for a more streamlined supervisory structure and enhanced oversight of employees. In addition, 

MF Global continues to centrally approve all new accounts and limit requests, and monitor adherence to 
such limits. 
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ffi Credit and Market Risk Management 
MF Global has created a new Credit Watchlist Policy, expanded significantly the Credit Risk Procedural 
Framework, and created a Direct Market Access ("DMA") Approval Policy. The DMA Approval Policy 
represents the formalization and enhancement of the firm's DMA processes and provides clear delineation 
of responsibilities among the various units participating in the DMA approval process. 

w Pre~Emp!oyment Screening 
MF Global has maintained a robust pre-employment screening process. Primary oversight of the pre­

employment screening process has been transitioned to Human Resources, from Compliance. 
Additionally, MF Global had ended its previous relationship with the vendor First Advantage. HR now 
retains the vendor Info Search ("ISA"), which provides a comprehensive background search program that 

includes: 

SSN/ID verification, 

Credit reports from Experian or TransUnion, 

OFAC, Homeland Security and US Treasury Department screening, 

FINRA and SEC record searches, 

Criminal record searches at county, state and federal levels, 

National address search (10 year look-back), 

Education credential verification, 

Employment verification, 

Fingerprinting, conducted through an ISA affiliate, and 

Drug screening. 
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Attached as Appendix D is the list of the CFTC Undertakings and Promontory recommendations and 
Promontory's assessments of (i) the status of compliance with, or implementation of, each undertaking and 
recommendation and (ii) the effectiveness of such compliance or implementation. The following chart 
provides a graphic depiction of Promontory's 2011 assessments* compared to Promontory's 2010 

assessments: 

Breakdown of Recommendation/Undertaking Assessment 

:::::: Not Effective 

:,.,::Partially Effective 

::,:,:: Effective- Enhancement Planned 

@Effective 

2010 
Assessment 

0 

2 

22 

34 

2011 
Assessment 

0 

0 

2 

58 

* The 2011 assessments include two additional recommendations made by Promontory' during the 2010 Review. 
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~ MF Global should adopt a regulatory relations policy and implement a formal regulatory 
relations program. The objectives of such a program should be transparency and 
consistency. The program should include, at least, the following two elements: 

:t Coordination 

L Centralize the point of contact, 

iL Track and reportsall regulatory interactions and documents provided to 
regulators, 

)lL Provide forward-looking strategy on regulatory trends and position the 
firm on regulatory issues; 

L Protocols and guidelines 

L An internal authorization system for identifying individuals prepared 
and authorized to speak on behalf of the firm, 

~L Style guides for written and verbal communication, and 

dl. Advance preparation for interviews and examinations. 
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~ MF Global has successfully and effectively implemented the Promontory 
recommendations and complied with the CFTC Undertakings, and it has established a 
robust enterprise-wide risk management and compliance program and internal controls 
framework. 

~ The implementation of some processes and systems related to the CFTC Undertakings 
and Promontory recommendations are, appropriately, works in progress or multi-year 
efforts, and MF Global is in the process of further enhancing these areas. 

~ Promontory has witnessed a remarkable turn-around at MF Global in terms of leadership 
and culture since our original review in 2008 following the Dooley Trading Incident. MF 
Global has dedicated resources and the time of its staff to implement and enhance its risk 
management, compliance, and IT capabilities, and seems dedicated to their continued 
improvement. 

~ MF Global has continued to strengthen its senior management team since the 2010 
Review. In addition, during the 2011 Review, Promontory observed a strong commitment 
to the firm'c new ctryegic direction and focus with credit given in large part tol<bi(SI I 

l(b)(6) - I 

The Board deserves substantial credit for shepherding the significant changes that have 
vastly improved the control and risk management infrastructure and the strengthening of 
the senior management team. 
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Appendix A: MF Global, Inc.- Promontory Team Members 

Managing Director 

Managing Director 

Senior Principal 

Associate 

Analyst 
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Appendix B: MF Global, Inc. -Documents Received 

GNBIC Appendix #2 - Instructions for Preparing the FR 2004 Primary 
Government Securities Dealers Reports 

Strategy 

2 
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94 

95 

Appendix B: MF Global, Inc. -Documents Received 

Foreign Exchange Supervisory Compliance Training Presentation (December 
2009, updated October 2010) 

Training 

Risk 

Mise 

Training 

4 
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Appendix B: MF Global, Inc. -Documents Received 

106 
MF Global Information Security Standard - Connection of Third Parties to MF IT 
Global Networks 

107 

108 

MF Global Information Security Standard - Information Exchange with Third 
Parties 
MF Global Information Security Standard - Information Protection and 
Disposal 

IT 

IT 



n 
~ 
Gl 
I 

Cll 
0 
H 
I 

0 
w 
00 
00 
0"1 

Appendix B: MF Global, Inc. -Documents Received 

128 

129 

136 

137 

138 

Compliance Risk and Assurance Program (working draft in process of 
implementation) 
Compliance Communication Memo - NF A Amends Rule 2-30 Relating to 
Futures Customers Information and Risk Disclosure Requirements (US-10-
023 

MF Global Securities Compliance and Supervisory Procedures Manual (as of 
1.21.2011) 

Documentation of Regulatory Violations - Email from Office of General 
Counsd ~ m~~ o-~1 

Enterprise Risk Management Escalation Policy - Compliance Responsibilities 
(Compliance Communication from Tracy Whille) 

139 
Internal Audit Report 11/FY11 -Government-Sponsored Enterprises (GSEs) 
Fannie Mae, Freddie Mac and FHLB 

Compliance 

Compliance 

Compliance 

Compliance 

Compliance 

Internal Audit 

Compliance 

6 
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171 

Appendix B: MF Global, Inc. -Documents Received 

Email from Risk Department re Mandatory Introduction to Risk Governance 
Framework Training Module (March 31, 2011) 

Compliance 

Training 

Training 

Compliance 

Compliance 

7 
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Appendix C: MF Global, Inc.- Individuals Interviewed 

Head of Registration, Analytics, and 
Conflicts 

Conflicts Officer, Head of Registration, 
Analytics, and Conflicts, respectively 

Global Head of IT Controls 

Chief Data Officer, Head of Project 
Management (IT Architecture), 

Head of Applications Development and 
CIOEurope 

Head of IT Security 

NA Chief Operations Officer 

Global Head of Credit and European 
CRO 

New York 

New York 

New York 

Conference 
Call 

New York 

Conference 
Call 

Conference 
Call 

New York 

Conference 
Call 

2:00pm 1/18/2011 

11:00am 1/19/2011 

12:00pm 1/19/2011 

lO:OOam 1/25/2011 

12:30pm 1/25/2011 

9:00am 1/27/2011 

lO:OOam 1/27/2011 

2:00pm 1/27/2011 

11:00am 2/2/2011 

11:00am 2/3/2011 



Appendix C: MF Global, Inc.- Individuals Interviewed 

Global Head of Client Solutions, General 
New York 9:00am 2/10/2011 

Counsel, respectively 

US Head of Assurances and Compliance Chicago 9:00am 2/15/2011 

US Head of AML Chicago 11:00am 2/15/2011 

A VP Compliance Chicago 1:00pm 2/15/2011 

Regulatory Inquiries Chicago 2:00pm 2/15/2011 

SVP Electronic Trading/DMA Head of 
Chicago 9:00am 2/16/2011 

Trade Support 

President, VP Trade Center Ops, and US 
Head of Assurances and Compliance, Chicago 11:00am 2/16/2011 
respectively 

Client On-Boarding and Head of Client 
Chicago 1:00pm 2/16/2011 

On-Boarding, respectively 

SVP Electronic Trading/DMA Head of 

n Trade Support, Global Head - First Line Chicago 2:00pm 2/16/2011 

~ Trade Support, respectively 
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Appendix C: MF Global, Inc.- Individuals Interviewed 

Doug Harris, Peter Holmes, Evelyn Fuhrer, 
DJ Hennes and Joe Medioli 

10 
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Undertakings 
-Risk 

Monitoring 

Undertakings 
- Branch 

Offices 

Undertakings 
-Technology 

Applications 
and Solutions 

Undertakings 
-Risk 

Monitoring 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

a 

b 

d 

("DMA Policy"), strengthening risk monitoring systems, particularly the Risk Informer, Risk Metrics 
and TEO Rainbow applications, and working with futures exchanges to either introduce or 
strengthen pre-trade controls at the exchange level for DMA traders. 

y 

y 

y 

y 

E 

E 

E 

E 

II 



n 
~ 
Gl 
I 

Cll 
0 
H 
I 

0 
w 
00 
\0 
1\) 

Monitoring 

Undertakings 
-Compliance 
Testing and 
Monitoring 

Undertakings 
-Compliance 
Testing and 
Monitoring 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

y E 

y E 

g y E 

12 
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Management 
(Compliance) 

Undertakings 
-Risk 

Management 
(Compliance) 

Undertakings 
-Risk 

Management 
(Compliance) 

Undertakings 
-Risk 

Management 
(Compliance) 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

y E 

y E 

y E 

k y E 

13 
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Management 
(Compliance) 

Undertakings 
-Technology 
Applications 

and Solutions 

Undertakings 
-Compliance 
Governance 

Undertakings 
-Compliance 

Training 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

y E 

m y E 

n y E 

0 y E 

14 



n 
~ 
Gl 
I 

Cll 
0 
H 
I 

0 
w 
00 
\0 
lJ1 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

-Compliance 
Training 

Undertakings 0 

-Compliance (ii) 
Training 

Undertakings o 
-Compliance (iii) 

Training 

Undertakings 
-Risk 

Management 
(Compliance) 

p 

y 

y 

y 

y 

E 

E 

E 

E 
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Monitoring 

Risk 

Monitoring 

Risk 

Monitoring 

Risk 

Monitoring 

HR Policies­

Hiring, 

Training and 

Compensation 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 
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2 y E 

3 y E 
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Risk 
Monitoring 

Risk 
Monitoring 

Risk 
Monitoring 

Risk 
Monitoring 

Staffing 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

6 y E 

7(a) y E 

7(b) y E 

8 y E 
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Monitoring 
Staffing 

Risk 

Monitoring 
Staffing 

Risk 
Monitoring 

Staffing 

Personal 

Trading 

Personal 
Trading 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 
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y E 

Branch Offices 15 y E 

Branch Offices 16 y E 

Branch Offices 17 y E 
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Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

Management ~ 

(Generally) 

Risk 19 
Management 
(Generally) 

Risk 
Management 
(Generally) 

Credit Risk 
Management 

20 

21 

y 
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y 

y 

E 

E 
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Operational 

Risk 
Management 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

22 y 

New Product 23 y 
and Business 

Approval 

Processes 

Compliance 

Testing and 
Monitoring 

Compliance 
Testing and 

Monitoring 

24 y 

25 y 

E 

E 

E 

E 
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Futures 
Activities 

Futures 
Activities 

Securities 
Activities 

Securities 
Activities 

Securities 
Activities 

Securities 
Activities 

Securities 
Activities 

Securities 
Activities 

Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 
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Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

Executive or 
Senior 

Management 
Oversight and 

Corporate 
Governance 

35 

Internal Audit 36 

y E 

y E 

y E 
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Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

y 
Applications ~ 

and Solutions 

Technology 43 y 
Applications 

and Solutions 
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Appendix D: MF Global, Inc.- Assessment of Implementation of Undertakings and Recommendations 

Technology 44 
Applications 

and Solutions 

Risk 45 y 
Monitoring-

Margin 

E 

E 
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