
 

{10403-001 MSC A0404084.DOCX 2} 

Trustee’s Status Report of June 8, 2015 
 

 The Chapter 7 bankruptcy case (the “Case”) of Peregrine Financial Group, Inc. (“PFG”) 

was commenced on July 10, 2012 (the “Petition Date”). Ira Bodenstein was appointed as the 

successor Chapter 7 trustee (the “Trustee”) on July 12, 2012. There has been a great deal of 

activity in the Case since its commencement, and there remains much to accomplish before the 

Case can be concluded. On August 8, 2013, the Trustee posted his Trustee’s Status Report of 

August 8, 2013, providing a description of some of the more significant tasks undertaken and 

completed by the Trustee and his professionals since the inception of the Case, and the Trustee’s 

planned course of action moving forward. On September 29, 2014, the Trustee posted his 

Trustee’s Status Report of September 29, 2014, providing a description of the significant tasks 

undertaken and completed by the Trustee and his professionals in the year since posting his first 

status report. In this report, the Trustee will give an overview of the tasks and goals achieved 

since September 2014, a current report on the financial status of the PFG bankruptcy estate (the 

“Estate”), and a summary of the pending and yet to be completed tasks that remain for the Estate.  

I. SIGNIFICANT TASKS ADDRESSED BY THE TRUSTEE SINCE SEPTEMBER 

2014:   

a. Operating the business of the Debtor on a limited basis to, among other things, 

perform accounting functions, collect debit accounts, and compile the required 

information to file 2013 and 2014 tax returns.  

b. Fielding calls and providing responses to inquiries from customers, brokers, 

creditors and former employees about their respective accounts and the Case in 

general.   
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c. Prosecuting lawsuits against numerous recipients of prepetition, preferential 

transfers from the Debtor, to pursue the avoidance and recovery of such transfers. 

d. Prosecuting lawsuits against recipients of fraudulent transfers of the Debtor’s 

operating accounts or of funds diverted from a PFG customer segregated account 

(the “Seg. Account”) to pursue the avoidance and recovery of such transfers. 

e. Negotiating and entering into settlement agreements with certain transferees of 

preferential and fraudulent transfers, resulting in the collection and recovery of 

funds, including Seg. Account Funds, back to the Estate.  

f. Reconciling and completely resolving the remaining claims asserted by certain 

claimants with retail foreign exchange (“Forex”) or over-the-counter (“OTC”) 

metals accounts who entered into the Trustee’s global Forex/OTC settlement 

(approximately 300).  To date, in excess of $3 million dollars has been disbursed 

to approximately 850 claimants who accepted the settlement.  The Trustee is 

currently preparing to make a distribution to those settling claimants whose 

claims had not yet been reconciled at the time of the first disbursement, and who 

have not yet been paid.  

g. After seeking and being granted Bankruptcy Court approval, the Trustee made a 

catch-up distribution of segregated cash to 4d and 30.7 claimants in an amount of 

approximately $700,000.  This distribution was made to claimants that did not 

receive the full amount of either the first or second interim distributions because 

either (i) Vision returned the amount of the proposed first distribution to the 

Trustee or (ii) their claims had not yet been reconciled as of the time of those 
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distributions.  This distribution brought the approximate total recovery to date to 

37% for 4d claimants and 85% for 30.7 claimants. 

h. After seeking and being granted Bankruptcy Court approval, the Trustee made a 

third interim distribution of segregated cash to 4d and 30.7 claimants in the 

amount of approximately $31,000,000. This interim distribution represented a 

return of approximately an additional 7% to claimants with domestic futures 

accounts (4d) and an additional 15% to claimants with foreign futures accounts 

(30.7) and brought the approximate total recovery to date to 44% for 4d claimants 

and 100% for 30.7 claimants.  

i. Continuing to reconcile the claims of claimants who filed either domestic or 

foreign futures proofs of claim through the filing of objections to the filed proofs 

of claim.  

II. CURRENT FINANCIAL STATUS OF THE ESTATE.   

- See Cash Investment Summary attached as Exhibit “A”.   

 

III. PENDING/FUTURE ITEMS TO BE ADDRESSED BY THE TRUSTEE.   

a. Pursuant to authority granted by the Bankruptcy Court, the Trustee is attempting 

to reach consensual resolutions with all customers who owe debit balances on 

their respective customer accounts.  In the absence of an agreed resolution, the 

Trustee has retained a collection agent who is seeking to collect on those unpaid 

customer debit balances.  

b. The Trustee has entered into a tolling agreement with U.S. Bank National 

Association (“U.S. Bank”) under which the time to bring any and all claims of the 

Estate against U.S. Bank was extended to and through July 1, 2015.  
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c. The Trustee continues to investigate and consider prosecution of complaints 

against various parties on account of either their role in the fraudulent disposition 

of funds by Wasendorf or their receipt of funds from PFG under circumstances 

giving rise to the right of recovery by the Estate.   

IV. THE CLAIMS PROCESS AND FUTURE DISTRIBUTIONS. 

a. One of the principal remaining tasks for the Trustee is the distribution of 

additional funds to claimants.  Over 14,000 proofs of claim asserting over set 738 

million dollars in claims have been filed.  To date approximately 10,000 proofs of 

claim have been reconciled and the claims pool has been reduced by 

approximately 230 million dollars.  To date, the Trustee has disbursed 

approximately 195 million dollars to certain classes of claimants with Allowed 

Claims.  In order to make further distributions to claimants, the claims resolution 

process must be completed.  There are currently less than forty (40) filed domestic 

and foreign futures claims which remain to be reconciled.
1
  The Trustee is 

working to reconcile the remaining futures claims by the end of August 2015. 

b. As part of entry of a Consent Order between the Commodity Futures Trading 

Commission and U.S. Bank, which was entered to resolve the CFTC complaint 

against U.S. Bank in the Northern District of Iowa, U.S. Bank made an 

$18,000,000 contribution to the Trustee’s Customer 4d Seg. Account. When 

combined with the remaining funds held in reserve by the Trustee from the 

previous three interim distributions, the Trustee currently has an additional 

approximately $25,000,000 to disburse to 4d claimants. The Trustee plans to 

                                                            
1 Given the pendency of the legal issues identified in section IV.b., the Trustee has not begun a full reconciliation of 

the proofs of claim filed by the other classes of claimants or the general unsecured creditors. 
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request authority to make a fourth interim distribution to claimants with domestic 

futures accounts (4d) in the third quarter of 2015.  

c. There are unresolved legal issues respecting the relative priorities (the order in 

which they get paid) among the various classes of unpaid claimants.  One of the 

key legal issues is the proper treatment to be afforded to the deficiency claims of 

domestic and foreign futures claimants and how those deficiency claims are 

treated relative to the claims of other classes of claimants and general unsecured 

creditors.  These legal issues must be resolved by the Bankruptcy Court before a 

final distribution can be made.   

d. There are multiple other disputes and unresolved issues that may result in 

additional funds coming into the Estate, either through litigation or settlements.  

Obviously, a final distribution must await the resolution and collection of all 

outstanding amounts from all sources.  

V. THE IRS EXAMINATION 

The IRS has been examining the books and records of the company for the years 2007 to 

2011 since shortly after the filing of the Case.  On August 19, 2012 the IRS issued a Notice of 

Adjustment for tax years 2007 to 2011 under which it is attempting to assess the Debtor with 

additional gross income in excess of 97 million dollars as embezzlement income and a civil fraud 

penalty in an amount in excess of 16 million dollars.  On October 16, 2014, Bankruptcy Court 

authorized the Trustee to retain special tax counsel, and he has retained such counsel to oppose 

this proposed adjustment. 
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VI. FOREX LITIGATION 

a. Secured Leverage Group Litigation 

The appeal of the Bankruptcy Court’s ruling denying the relief requested by the Plaintiffs 

remains fully briefed and awaiting a ruling by the United States District Court for the Northern 

District of Illinois. 

b. Forex Class Action 

In December 2014, Robert Miller, on behalf of himself and other former customers of 

PFG who traded foreign currencies and over-the-counter metals (“Forex Plaintiffs”), brought a 

putative class action lawsuit against the Trustee based on the prepetition fraud committed by 

Russell Wasendorf, Sr. The complaint alleged four claims: breach of fiduciary duty, common 

law fraud, unjust enrichment, and conversion (“Forex Action”). The Forex Plaintiffs sought 

damages in amounts attributable to their Forex and OTC metals accounts, as well as punitive 

damages, attorneys’ fees, and the imposition of a constructive trust.  On May 13, 2015, the 

Bankruptcy Court granted the Trustee’s Motion to Dismiss the Forex Action and entered an 

order dismissing the Forex Action on the ground that the Forex Plaintiffs asserted claims against 

the Estate that were time-barred. The Forex Plaintiffs have appealed the Bankruptcy Court’s 

ruling.  The United States District Court Judge presiding over the Secured Leverage appeal 

recently entered an Order authorizing the reassignment of the Forex Class Action appeal to his 

Court. 


