


















































In an interview, the 54-year-old Mr. Madoff says he didn't know the money he was
managing had been raised illegally. And he insists the returns were really nothing special,
given that the Standard & Poor's 500-stock index generated an average annual return of
16.3% between November 1982 and November 1992. "I would be surprised if anybody
thought that matching the S&P over 10 years was anything outstanding," he says.

In fact, most investors would have been delighted to be promised such returns in advance,
as the accountants' investors were. That's especially true since the majority of money
managers actually trailed the S&P 500 during the 1980s.

The best evidence that the returns were very attractive: the size of the pools mushroomed
by word-of-mouth, without any big marketing effort by the Avellino & Bienes artnership.
The number of investors eventually grew to 3,200 in nine accounts with the Madoff firm.
“"They took in nearly a half a billion dollars in customer money totally outside the system
that we can monitor and regulate," says the SEC's Mr. Walker. "That's pretty
frightening."

An SEC civil complaint filed in New York federal court Nov. 17 charged that Messrs.
Avellino and Bienes "have operated A&B as an unregistered investment company and
have engaged in the unlawful sale of unregistered securities," and ordered the money
returned to investors by a court-appointed trustee, New York attorney Lee Richards.

The two 56-year-old accountants declined to comment. Their attomney, Ira Lee Sorkin,
says they didn't know that the notes they had issued to their clients should have been
registered with the SEC, and he says that investors got their money back and haven't
complained.

If the notes had been registered, they would have had to include a description of how the
money was being invested, and by whom. In addition, Avellino & Bienes would have had
to send investors annual reports and financial statements.

But how did Mr. Madoff rack up his big investment returns? Early investors in the late
1970s were told -- and Mr. Madoff confirms -- that their money was being used to engage
in so-called convertible arbitrage in securities of such companies as Occidental Petroleum
Corp., Limited Stores Inc. and Continental Corp. Promised annual returns in this period,
one investor said, were 18% to 20%. In such a strategy, an investor buys a company's
preferred stock or bonds that pay high dividends and are convertible into the company's
common stock; the investor simultaneously sells borrowed common stock of the same
company in a "short sale" to hedge against a stock-price decline.

The investor earns the spread between the higher dividend paid on the convertible
securities and the lower dividend on the common stock, plus interest from investing the
proceeds of the stock short sale. Using borrowed money, or leverage, to magnify returns,
an investor can reap double-digit returns. But the strategy cames big risks if interest rates
rise and stock prices go down.
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Mr. Madoff said his investment strategy changed around 1982, when his firm began
using a greater variety of strategies tied to the stock market, including the use of stock-
index futures and "market-neutral" arbitrage, which can involve buying and selling
different stocks in an industry group.

Mr. Madoff said, "The basic strategy was to be long a broad-based portfolio of S&P
securities and hedged with derivatives," such as futures and options. Such a strategy, he
said, allowed the investors "to participate in an upward market move while having
limited downside risk." For example, he said, the Madoff firm made money when the
stock market crashed in 1987 by owning stock-market index puts, which rose in value as
the market declined.

In the mid-1980s, one investor says, the limited reports that Avellino & Bienes sent to
investors changed, and investors stopped being told in which securities their money was
invested. The interest rate on some new notes sold by the accountants was also lowered to
16% or less. One investor who complained about the vaguer reports and lower returns
was told that if he didn't like them, he could withdraw his investment. He chose to

‘remain.

Perhaps the biggest question is how the investment pools could promise to pay high
interest rates on a steady annual basis, even though annual returns on stocks fluctuate
drastically. In 1984 and 1991, for example, the stock market delivered a negative return,
even after counting dividends. Yet Avellino & Bienes -- and Mr. Madoff -- maintained
their double-digit returns.

The answer could be that Mr. Madoff's use of futures and options helped cushion the
returns against the market's ups and downs. Mr. Madoff says he made up for the cost of
the hedges -- which could have caused him to trail the stock market's returns -- with
stock-picking and market timing.

Certainly, the investment pools' returns were less astounding by the standards of the early
1980s, when short-term interest rates briefly topped 20%. But the annual returns on
Treasury bills hit a peak of 14.7% in 1981, and remained under 12% in the three other
years that bills had double-digit returns, 1979-82, before falling later in the '80s.

One person familiar with the Avellino & Bienes case speculated that having the assets of
the investment pools under management may have helped Mr. Madoff's firm by giving
him an inventory of securities that could help him to execute other trades for his firm.
Not true, said Mr. Madoff: "One thing has nothing to do with another."

As the investment pools swelled, two other accountants, Steven Mendelow of New York
City and Edward Glantz of Lake Worth, Fla., started their own pool, Telfran Ltd., to
invest in Avellino & Bienes notes. Telfran by itself sold $89.6 million in unregistered
notes, a separate SEC civil lawsuit charges. The two men, also represented by Mr.
Sorkin, declined to comment. The SEC said Telfran made money by investing in
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Avellino & Bienes notes paying 15% to 19% annually, while paying Telfran investors
lower rates.

All the while, Mr. Madoff was scoring investment returns that comfortably exceeded the
hefty returns Avellino & Bienes was promising its noteholders. That excess return
generated big profits for the two accountants, the SEC suit indicates. The SEC has asked
that those profits be returned as "unjust enrichment," a demand Mr. Sorkin calls "totally
unwarranted." For his part, Mr. Madoff says he charged the investment pools only what
he described as standard brokerage commissions. He termed turnover in the accounts "not
very active," almost nil in some years.
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SIPC's Role In Madoff-Of-All-Scams Could Save The Stock Market

December 18, 2008 2014 PMEST
Could the Bernard Madoff fraud actually help the
stock market?

The SIPC came out with 2 statement last night
indicating that they will be involved in the Madoff
situation. The SIPC maintains a special reserve
fund authorized by Congress to help investors at
failed brokerage firms. The SIPC reserves are
available to satisfy the remaining claims of each
customer up to a maximum of $500,000, including
a maximum of $100,000 for cash.

1t seems likely that most, if not all, of the i
statements Bernard Madoff delivered to clients were entirely bogus. Based on the
SIPC mandate, it could be in the realm of possibility that the SIPC has fo buy
securities to replace those that were faked on statements delivered to Madoff
clients.

Based on a conversations with the SIPC general counsel Josephine Wang, if
clients were presented statements and had reason to believe that the securities
were in fact owned, the SIPC will be required to buy these securities in the open
market to make the customer whole up to $500K each. So if Maddof client
number 1234 was given a statement showing that they owned 1000 GOOG
shares, even if a transaction never took place, the SIPC has to buy and replace
the 1000 GOOG shares.

tmagine $50 billion in net buying to the stock market, on behalf of the SIPC, to
replace client's stocks that were never bought? While this likely won't happen to
this extent, it is in the realn of possibility.

Ms. Wang indicated to us that the SIPC has a budget of just $1.6 billion and a few
credit lines worth $2 billion total. While SIPC is a non-profit organization, they
have indicated to us that they will try to make as many people as whole as
possible. They claim to be free from any conflicts of interest, even if the amount
needed would eclipse their budget. When asked if the Madoff claims came in at’
$5 bilfion what would be done, Ms. Wang indicated to us that they could look to
Congress for the money.

The SIPC said their involvement with the Madoff case strictly involves the broker-
dealer. So, one of the main issues the SIPC trustee appointed to the Madoff case
will have to address is how Madoff hedge fund clients and other investment
management clients will be dealt with. Will they be protected? Also, if a hedge
fund that invested in Madoff has 100 clients, will the SIPC pay out $500K just to
the hedge fund or $500K to each of the 100 clients?

There are many questions that are stil unanswered on the massive Bernie Madoff
ponzi scheme, but it would be ironic if the biggest scam in history, that has hurt so
many people, turned out to be a slight positive to the market. Our prayers are with
alt of those who have lost money having faith in Madoff and the system that has
failed us.
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MS Wang

Audrey on Mar 29, 200€ 63:33 PM

View All Comments

learn more

It is ahsolutely essential that we clarify Ms. Wang's position and then find out who
Ms. Wang has to account to. For those who do not realize it, the SEC sanctioned
Madoff several times and thus failed to protect the investors against fraud. The
tax laws only go back 5 years.

SR T dnd

learn more

Josephine Wang

Ronnie Sue Ambrosine on Mar 29, 2006 9341 AM

It is my understanding that Ms. Wang is now denying the fact "if clients were
presented statements and had reason to believe that the securities were in fact
owned, the SIPC will be required to buy these securities in the open market to
make the customer whole up to $500K each. So if Maddof client number 1234
was given a statement showing that they owned 1000 GOOG shares, even if a transaction never took place, the SIPC has to buy and
replace the 1000 GOOG shares." Can the author of the article clarify this confusion for mare than 8000 investors who received SIPC claim
forms? Please send to: info@bernardmadoftvictims.org

WHERE IS THE MONEY?

JOANKE on Jjan 5, 2608 02.57 PM

What could have happened to all this money he took? | am sure not all of it went to pay dividendsfinterest? They should sieze alf his
assets, sell them and divide amoungst the people let out in the cold. | realize that people were taken by him, but also, they were 3 little
greedy. Something too good to be true usually is.

institutional Investors?

Benito M on Lec 22, 2008 (2118 PM

Can anybody explained how “sophisticated" institutional types like HSBC and Santander were dupped by this Madoff Scheme? We have
to rename this scheme. Were the credit risk management team on holiday during this endeavor. This whole “staged event", in light of
Robert Rubins looting of twice as many sheckels, seems very suspicious. Gee, Robert Rubin is amongst the Obama team. You better
wake up Amerikal The depth of this kosher mafia is in ALL aspects of american society!!! hitp:iemthewitness com/news/2008,12.18-
The. Madoff. Double-Biuff.htm|

Madoff and SIPC

Thomas Mullooly on Dec 18, 2008 10:50 P

The purpose of the SIPC is to protect investors who have been damaged due to a brokerage failure...NOT fraud. Sadly, the SIPC is not
designed for this situation. These losses are from theft, not from a brokerage failure. There are tax laws designed to allow write-off for
nearly every dollar lost due to theft. This would ultimately be more valuable to investors than getting a potential $500,000 back (whenever
that may or may not happen) versus multi-million dollar losses.
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v R’,-- HOROWITZ & FEIT P.C.
292 Madxson Avenue _ -
New York, New York 10017

(212) 685-7600

. UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF NEW.YORK

o .l,“].’;.(
x } . s s 7 /)T

In re N'ew-. Times Securities Services, Inc. Case No. 800-871% (SB) SIPA

Debtoir.

-X

LIMI'I‘ED OBJEC 'l ION TO TRUSIEE‘S
_ DETE ‘-'MTNATIQN OQF LLAIM :

Claimants Simon Noveck and Hel’gzi N(:Veek (l:h‘e' “Noveckt;-"’!‘ hereby submit their

limited objectlon to the Trustee s det*.armmatmn regarding a cuqtom(,r claim aqserted by them (the :

“Clmm”) in this proceeding.

In their Claim, the Noveck< assert, for reasons explained below, that lhey are owed

'_$321 010 08 for purchasts of shares of the New Age Securitics Moncy Market Fund (“NASMMZF")

y -_'--':Iu hxs March 2 2001 detennmatxon with respect to the Claim, the Trustee advised that while the
' Novecks had deposited $300,000.00 for the purchase of shares of NASMMTF, the T rustee will pay

(or sathfy) the claim only to the extent of $100,000. (A copy of the Novecks® Clalm is annexed as
Exh1b1t A hereto, a copy of the Trustee s determination is annexed as Fxlubxt B hereto)
) A As explamed below, the Noveckq are entitled to have thelr clmm satmﬁed in the

amount of $321 010 08, Whlch is the value of their “net eqm{y” claim for ;.hares of NASMMT held

for thexr account by the Debtor The Trustee’s detérmination here is coiittfaxy to applicabl'e )




NTSSE:

7' Ot Eebruaty 17, 2000, the United States -.Seeux'itiés‘ and Bathangs
Commlssmn (“SEC”) filed a Complaint (the “SEC Complaint”) in the United States District Coutt
| for the Bastern Dlstnct of New York (the “District Court”) against William Goren (“Goren”), Ncw )
Age Financial Services, Inc. (“New Age?) and New Times Securum Scmces, Tuc. (“NTSSI"). The |

SEC Complaint alleges that Goren conducted a long-running “pouzl scheme, defrauding hundreds

' .of investors and causmg investor losses currently estimated by the SEC at $32.7 million. NTSSI

was named as arelief defendant in the SEC acuon, mter alza because of 1ts receipt of transfers from

_the New Age “ponzx scheme account at Fleét Bank of not less than $1,243,000 in 1998 and
- $340,000 in 1999. On March 9, 2001, Goren, who had pled gullty (o his crumnal conduct, was

| ‘sentenced toa prison term of 87 months for his role in the* ponm " scheme.

2. By application, dated May 16, 2000, to the District Court, the Securities

Investor Protectibn Corporauon (“SIPC™) bought the issuance of a Protective Decree adludxcatmg

Protectlon Act of 1970 (“SIPA") By Oxder of the D:stnct Court, (i) all proceedmgq relatmg to

NTSSI ‘were transferred to this Court; (if) N rSSI was placed into liqu tdanon, and (m) .Tames W

é

Glddens, Esq. of Hughes Hubbard & Reed LLP was appointed as Trus'tee for the hqmdatlon of - .

By motion, dated November 6, 2000, the Trustee. sough din; ordet

- that the customers of NTSSI werte in need of the pr otection afforded by the Securmes Investor L

ubStantwely .consohdatmg the NTSSI and New Age estates. The Dlstnct (‘ourt su _.sequently T




\i : ‘ NTSSI and New Age for claims arising after April 19
ACE dxng to the Trustee, NTSSI became an SEC reg13tered broker-dealer and

i‘Thé consohdated entities are refe rred to herein collectwely as the “Debtor”.
THE CLAI |

5. Simon and Helga Noveck reside in Flushing, Quecus, New York. Simon

Novcck is 80 years old, in extremely poor health, and disabled. I Both Simon Noveck and Helga

Noveck are retired. After coming to the Umted States after World War I, Simon and Helga both

WOrkcd, living modestly, and Simon Noveck ulumately managed to start his own small business,

-designi;ig, constructmg, and assemblmg parts for printing press machines for use by newspapers.

' 6; . After their youngest son grauuated college, the Novecks fmally were able to

- “begin tb save some money. Having been introduced to William Goret by Adriane Bf*rg of WABC,

who endorsed and touted mvestmg with Goren, the Novecks began investing thh Goren in

' September 1998.. The Novecks advised Goren, ‘consistent with the endnrsement of Goren by

Adnane Berg (upon thch they relied), that they wanted to invest in the safest and most

E L conservative investment avaﬂable. They informed Goren of theit per’soual circumstances; Goren

{ knew that the Novccks were Holocaust survivors, whose life savings were the result of years of

' honest; hard work, and that such savings were needed for the Novecks® retirement. Goren placed

Simon Noveck underwent a hemxpelvectomy when liis youngest

:'eralo aauons
today is in most fragilé hea]th and it only able to walk with

old. Slmon Noveck




.or about the followmg dates-

B E shares of the NASMMF.

“sharés of the NASMME.

" shares of tho NASMME. 2

'$26,379_._93 gack 16 the Novecks' New Age Securities Corporation account. The Novecks also pald
- taxed for the purported dmdends received in 1998 on their mv&stments. e T -

Fﬁﬁd mamtamed - pnce per shafe of $1 .00. “Thé Novecks’ chsﬁneﬁfS.We:m fe.ds

E -.:: o8 Smtgmb____JE% The Novecks irivested $120,000 to purchase 120 ooo.-;.

R 9. - December8.1998, The Novecks invested $80,000 to purchas.e 80; 000 shares ‘
of the NASMMEF.
10.  January 25, 1999, The Novecks invested $67,696.07 to purchase 67,696.07

11.  February 4, 1999, The Novecks invested $32,363.93 to purchase 32,303.93

12, As indicated on the Novecks’ New Times Securities Corporation statements,
rel@mt copies of which were supphed in support of their Claim and which are annexed as Exhibit -
C hereto, dividends on shares of NASMMF were automatically invested in addxuonal shares of
NASMME. As reflected in the last brokerage statement received by the Novecks, as of December #
31, 1999, the Novecks owned 321,010.08. shares of NASMMF, ircluding 21 010.08 shares '

' purchased through dividend remvestmcnt

; 2 011 Apnl 7, 1999 Goren “transferred” $26,379.30 to.a NTSSI account held b the:" :
ay for the purchase of certain stocks. On or about April 15, 1999, Goren “transferre -
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Bxhibit B.hereto. Based upon such finding and determmatxon, the Tmstee allowed the Clalm as

-8 cialm *for cash in the amount of $300, 000.00." The Notice also communicated the Trustee’s

dlsallowance of the balance of the claim (321, 010 08 ), representing the value of shates acqulred ’
: by ﬂ_ic Novecks through dividend reinvestment. Notwithstanding the aIloWancg of the Claim to
o the extent of $300,000.00, the Novecks were advised pursuant to the Nq_tice that the Trustee will
X _pay the clalm only to the extent of $100,000. As explained in the Notice, the difference between
the portion of the Claim allowed and the amount undertaken to be paid by the Trustee is based upon
the apphcatlon by the Trustee to the Claim of the payment limitation f ound in 15 U.8.C. § 78fft-

W 3(a)(1) Such section, which applies only to a claim “for cash,” limits the payment obhgatxon of the X

- Trustee to $100,000.

OBJECTIONS
14. The Novecks object to the Nofice to tl& extent that it characterizes. the Clalm :

as one “for cash” rather than “for securities” and, based upon such characterization, apphw the )
$100, 000 statutory limit to the Trustee’s payment obligation in respect of the Claim,!’ Upon
4 'charﬁctenzatlon of the Novecks’ claim as one “fot securitles," the $500,000 statutory hifut Woilld
| _ .be applicable and the Trustee would therefore be obligated to satisfv the full amount of the Novacks’
claim: 15 U.S.C. § 78fff-3(a). The Novecks also object to the disallowance of that porhon of thetr -
clalm having a value of $21,010.08, representing ‘shares of NASMMF purchased bv them through

- dividend rcmvcstmcnt




wotld have-betn Gwed by t

gD " filing date was $321,010.08 based upon owne

valite of $1.00 per share, See Exhibi-t

discharge

Yo customer.” 15 US.C. § TBEE().

1 The Trusteé has determ

‘business ds a broker or dealer from

- with a view to sale, to cov!

. Sharcs of money market

investors as cash,

vered security.

‘prifchase on-the filing date, all sec

‘ estabhshed by the Novecks” account statem

16. - After receipt of a statement of claim,

“a11 obligations of the debtor to a custoiner relating to,

'securitiéc or cash, by delivery of securiti

17.  SIPA defines “securi

the Trustee or SIPC that the statutory definition of a security covers

: er consummated sales, pursuant to
. purposes of effecting transfér. The term ¢
" -débtor arising out of sales or conversions of such securities,
{¥ithi'thé debtor for the purpose of purchasing securities...” 15 U.S.C. § 78U1L(2)-

- St funds have been acknowledged by SI
i ('J:'te't:tim} of the statute. As stated by SIPC:

“ " Ghares of money market funds,
are in fact securities when such fun
as :mutiial funds. When held by a S i
: ities account, S

. “HowSIPC Protects You,” at page 7.

urities positions of such customer e Iar A8

ents, the Novecks’ net equity'a_s of the Fcbruary 1‘7, 2000 .
rship of 321,010.08 shares of NASMMF having &7
C hereto. ' L
S[PA requires that d trustee promptly

or net equity claims based upbn,

es or the making of pdymcnls to or for the account of such

~ broadly. 15 US.C. § 7T8IUI(14). Ttis not disputed by o

’

ghares of a money market fund?

ined that the Novecks were customers of the Debtor for the -
“Custorner” is statutorily defined as

- putposes of SIPA and accordingly, such status is not at issue.
“any person (includirig any person with-v-hem the debtor deals as principal or agent) who bas-a
clatm on account of securities received, acquir

od, or held by the debtor in the ordinary cousse of its

or for the securities accounts of such person for safekeeping,
purchases, as collateral security, or for

ustomer inchides any person who has a clai against the -
~and any person who has deposited cash -

PC to be sécurities withifi = .

although often thought of by

ds are organized .
1PC member 11 @ customer’s & -
uch fund shares are as protected as any ottheir
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of shares of NASMME, includitig: the Noveek!

icte a %;”'éimms.-bésed uporf i’)’!irch
Claim, as cash claims based upon the fictitious nature of NASMMEF. In contrast to its classiﬁcaﬁé‘n_ "
of NASMMEF claims as “cash claims,” net equity claims which have been asserted by customersof

the Debtor based upon account statements showing holdings of mutual funds having. names

“conforming to, similar to or close to actual funds, are being treated by the Trustee as claims for

' secuiitios.’ Thus, in classifying claims as either “for cash” or “for securities” the Trustee is making

a critical distinction between sham transactions involving sham securities — i.e., the “ﬁctional;’
NASMMF, shares of -which never existed (but which are ﬁngilﬂe with hundreds of other monéy_

markets) — gmd sham transactions involving the purported purchases of mutual {unds &enominafcii?é

" o1} account statements with names of actual funds or mutual funds with naties similar or close to

smutual funds which may be quoted in the newspapet, in which 1_1cither,i.n*iestors tior the Debtor ever
acﬁuir'ed an interest. The NQvecks, tike the other victims of Goren, do not dispute the Trustee’s
conclusion that theA NASMMEF was never actually organized as a money raarket fund. However,
at the same time, the Trustee does not dispute that the Novecksl were eﬁtireily'innocent of any

culpability in connection with their purchase of shares of the NASMMEF arid concedes that the N

Novecks had no knowledge or suspicion of the non-existence of the NASMMF, which iv;s

confirmed to the Novecks and shown on their staterments as & legitimate monéy inarket fund.
19.  Although the Trustee has identified the fictitious naturé of the NASMM%F‘Aas

detexﬁinative of the classification of the Novecks's claim as one “for cash” ._f'Or the burpo_s'es of

applic";élﬁon of 1SUS.C. §78ﬁf—3 (a)(1), it bas not specified any quthdri'ty f()}',f;e;:iiancq. pg,ihis factor.

. 5" As a consequence of the characterization of the claiins of mutual fund investors as claims

- fdi;.s:‘?eéﬁriﬁé-, the Trustee bas undertaken to pay such claims to the extent of the $500,000 statutory .
inaximum;_In addition, whereas the Trustee has disallowed that poition of the claims of NASMMF

sresentifig shares of NASMMTF purch ased through dividend reinvestment, the Trustee
has allowe  that pottion of the routual fund investors’ claims that represent shares of such mutual

' ﬁm&sp{:i'-chased 5 them through dividend reinvestment.
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that _“Whei‘e the Debtor held cash in an account for a custo

" confirmation to the customer that the securities in question have be

" account statements, receiv

| seinvestment. In characterizing th

et asins

b fot gecutities: 17

501 - “Claim for Cash” provides in al;plicablé partthat

- Where the Debtor held cash in an account for a customer, the
" “custémer has a “claim for cash,” notwithstanding the fact that the

: customier has ordered securities purchased for the account, unless: (1)

. the Debtor has sent written confirmation to the customer that the
securities in question have been purchased or sold to the customer’s

" account.

17 C.FR. § 300.501(b)(1) (emphasis supplied).
21.  Rule502 —“Claim for Securities,” is the corollaty of Rule 501 and provides

mer, the customer has 2 ‘claim for

gecurities’ with respect to any authorized securities purchase: (i) if the Debtor has sent a written

en purchased for or gold to the .

customer’s account[.]” 17 CF.R. § 300.502.
22, Acéordingly, the Serics 500 Rules direct that where a customer has authorized -

apurchasc of securities, it is the sending of a confirmation of that putchase or sale, rather than the .-
execution of a trade, that determines whether the custorer’s net equity claim is for cash or

tice includes the Trustee's determination that the Novecks authorized

purchases of the NASMMF for their account. Moreover, it is not disputed that the Novecks received.

itial purchase of shares, and, in the form of monthly or regulat

securities. Here, the No

written confirmation of their in

ed confirmation of subsequent purchases by means of dividend

e Claim as one for cash, the Trustee disregards the apparén,i
_purpose:and' effect of the Series 500 Rules, i.e., to bind the investor to and to allow the'inve'st.or':S_

{iatice upon, written confirmation of his sccurities transactions. By apparently relying o5 the:
dlshnchonbetwema fctitious money market fund and the fictitious pu rchase of shares of a lﬁo"ﬂ;y:
d(a dxéﬁiiéﬁon.without substance) as the basis for the cash/securities dé‘te'rriﬁ__fi-hé'tioii; thie .-




"
ter

b

‘this proceedmg by the dlsparate impact on the claims of similarly-positioned customers of the o
' 'Debtor In contrast to the NASMMF cléimants, the Trustee apparently has determined that.
‘ - customers of the Debtor who entrusted funds to the Debtor for the purchase of shares of mutual
% funds w1th names (as denominated on customers’ statements) similar or close (o mutual funds which
l may be quoted in the newspaper, but whase transactions were never effected, will have their claims
treated as claims for securities even though they never bad any actual interest in the securities shown

on their account statements. As a result, the Trustee is apparently allowing as valid customer claims

“gor securities” claims of customers who purchased shares of other non-existent mutual funds, while

at the same time denying as valid customer claims “for securities" claims such as that of the

| Novecks for the purchase of shares of the NASMME. There is nothing in the Series 500 Rules that

suggests this result.
24.  Moreover, the radically disparate and inequitable treatment of the NASMMF

" ihvestors, on the oné hand, and the mutual fund investors, on the other, results in_undue and
o unseemly consequence given to the capricious and criminally motivated conduct of Goren rathet

{han to any “criterion reflected in the Series 500 Rules or pertaining either to customer conduct,

- ,lOSs'&c or expeotatlons This disparate treatment is not, however, either required or contemplated
- by SIPA Such disparate treatment flies in the face of the expressed Congressional intent for SIPA

. to sahsfy customers’ legitimate expectations. See S. Rep. No. 763, 95th Cong. 2d Sess. 2 (1978);

4, 765. Itis, in fact, absurd to suggest thﬁf i

-reprmtedm [1978] U.S. Code Cong, & Admin. News 76
SIPA, intended for the scope of protection afforded to the investing ijil_bhc‘

's, m passmg




. As with fespec ‘o the ’Eu ;

izivestors, no securities were ever actually purchased. Like the mttual fund

e mutal ind

- investors, thé NASMMEF investors, including the Novecks, received confirmations of their purohéséé’

" and monthly statements showing their security positions. Like the mutual fund investors, the
NASMMF investors, including the Novecks, had no basis to question the representations made to
hthem that securities had been purchased for their account and were being held for them by the

““Debtor. Indeed, the “legitimate expectations” of the NASMMEF investors, including the Novecks,

are indistinguishable in every respect from those of the mutual funds investors.

76.  The equities in favor of treating the NASMME investors no less favorably
than the mutual fund investors are compelling. Like other NASMMTF investors, the Novecks chose
' ;to purchase money market shares believing that such investment was the most consérvative
available. It is respectfully qubmitted that to allow a small group of victims 10 bear crushing

o financial loss, while others with indistinguishable claims and expectations receive full statutory

protection, i upconscionable. The inequitably disparate treatment reflected by the Trustee’s

n of their claims is not mandated by STPA or the rules promulgated thereunder.

determinatio

6. The inequity of the Trustee's approach to characterizing claims is highlighted by. the .
fistée’s apparent willingness (0 overlook discrepancies in the names of mutual funds (some O 3
st actually existed and others with fictitious names), o pricing informafion with regatd. to
grtaifi mutual funds, appearing on account statements of certain investors: and.b
io0 such claims as securities “laims. As arbitrary and unfair as it would be to den;
‘56 Goren was less than meticulous in accurately identifying the uitiil fi

did

e

ented had been purchased Dy an nvestor, it is equally arbitraty

MME investors for having been duped into purchasing stisfn S anties.
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“March 26, 2001

Dated New York, New York
' March 26, 2001
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