
 

UNITED STATES DISTRICT COURT 

WESTERN DISTRICT OF NORTH CAROLINA 

CHARLOTTE DIVISION 

NO. 3:13-CV-196 

 

U.S. COMMODITY FUTURES TRADING 

COMMISSION, 

 

Plaintiff, 

 

v. 

 

JAMES HARVEY MASON, 

 

Defendant, and 

 

THE JHM FOREX ONLY POOL (f/k/a 

THE JHM FOREX ONLY POOL, LP), and 

FOREX TRADING AT HOME, 

 

Relief Defendants. 

 

 

 

 

 

 

RECEIVER’S REPORT OF CLAIMS, 

OBJECTIONS TO CLAIMS AND 

RECOMMENDATIONS REGARDING 

CLAIMS 

 

 Joseph W. Grier, III, the duly-appointed receiver in this case (the “Receiver”), through 

counsel, and in accordance with the Order Approving (1) Claims Verification and Notice 

Procedures and (2) Reserving Issues Concerning Distribution Method and Distribution 

Procedure entered on September 2, 2014 (Doc. No. 94) (the “Claims Procedure Order”), hereby 

files this Receiver’s Report of Claims, Objections to Claims and Recommendations Regarding 

Claims (this “Claims Report”).  The Receiver moves the Court for approval of the proposed 

treatment of claims detailed in this Claims Report, including disallowance of the claims objected 

to by the Receiver, and respectfully shows the following in support hereof: 

BACKGROUND AND JURISDICTION 

GENERAL CASE BACKGROUND 

1. On March 27, 2013, the U.S. Commodity Futures Trading Commission (the 

“CFTC”) filed a civil complaint (Doc. No. 1) against James Harvey Mason (“Mason”) as 
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Defendant and The JHM Forex Only Pool (f/k/a The JHM Forex Only Pool, LP) and Forex 

Trading At Home as Relief Defendants (collectively, the “Defendants”), initiating case number 

3:13-cv-196, in the United States District Court for the Western District of North Carolina (this 

“Court”). 

2. Also on March 27, 2013, this Court entered a Statutory Restraining Order (Doc. 

No. 11) imposing a temporary injunction and appointing the Receiver (the “Temporary 

Receivership Order”).  The Temporary Receivership Order directed the Receiver to take custody, 

control and possession of all funds, property and other assets in the possession or control of the 

Defendants and to perform all acts necessary to hold, manage and preserve the value of such 

assets (the “Receivership Assets”).  On April 22, 2013 this Court entered its Order to Clarify the 

Scope of the Receivership Estate to Include Certain Trust Assets (Doc. No. 17) to also include 

assets of The JHM Trust as Receivership Assets.  On May 22, 2013, this Court entered its Order 

of Preliminary Injunction (Doc. No. 22), creating a preliminary injunction and confirming the 

appointment and the powers and duties of the Receiver (the “Receivership Order”). 

3. Based on the Temporary Receivership Order and the Receivership Order, the 

Receiver has been in the process of marshaling the Receivership Assets and otherwise 

administering the receivership estate (the “Estate”).  During the Receiver’s investigation of the 

Defendants’ financial affairs, the Receiver has seen evidence confirming many of the allegations 

made by the CFTC in the Complaint.  Also, the Receiver is informed and believes that the 

Defendants reported fictitious profits to customers and, rather than investing all funds deposited 

by customers in foreign currency trading, misappropriated a substantial portion of customer 

deposits in order to make payments to prior customers on fictitious “earnings,” in a typical Ponzi 

scheme fashion. 
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4. After factoring in expenses incurred in the administration of the Estate, the 

Receiver has collected slightly over $1,000,000.00 that would be available for distribution to 

those having claims against the Defendants. 

CLAIMS RESOLUTION 

5. On August 5, 2014, the Receiver filed the Receiver’s Motion for Approval of 

Proposed (1) Claims Verification and Notice Procedures and (2) Claims Distribution Method 

and Distribution Procedure (Doc. No. 86) seeking, inter alia, Court approval of a process for 

determining the allowed amount of claims against the Estate (the “Procedures Motion”).  The 

Procedures Motion was granted in part by the Claims Procedure Order. 

6. In accordance with the Claims Procedure Order, the Receiver sent the following 

documentation to all known mailing and email addresses of potential customers of the 

Defendants (“Customers”):  (a) a Claims Spreadsheet
1
 proposing total amounts of contributions 

made and withdrawals received by each Customer; (b) a Claim Verification Form to be executed 

by any Customer seeking a distribution from the Estate; and (c) a Notice of (i) the relief granted 

in the Claims Procedure Order, generally, and (ii) specifically, the Claims Bar Date established 

in the Claims Procedure Order (i.e., October 20, 2014).  The foregoing forms were also posted 

on the Estate’s website:  http://masonreceivership.wordpress.com. 

7. Any and all Customers disagreeing with the proposed figures appearing in the 

Claims Spreadsheet were required to submit documentation supporting any purported 

inaccuracies as attachments to their Claim Verification Forms.
2
  In the event a submitted Claim 

                                                 
1
  Capitalized terms not otherwise defined in this Claims Report shall have the meanings prescribed in the 

Claims Procedure Motion. 
2
  Without taking into account any secured claims filed (see discussion, infra), three hundred twenty-six (326) 

executed Claim Verification Forms were submitted to the Receiver, two hundred sixty-five (265) of which indicated 

that the Receiver’s analysis appearing in the Claims spreadsheet was entirely accurate.  The net investment amounts 

alleged in all claims submitted to the Receiver total approximately $3,800,000, in the aggregate. 
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Verification Form disagreed with the figures appearing in the Claims Spreadsheet but failed to 

provide documentation that was plain on its face or easily verifiable in the financial records 

compiled by the Receiver, the Receiver’s attorneys worked with Customers to resolve the 

discrepancies between the Receiver’s proposed treatment and the Customer’s assertions.  To the 

best of the Receiver’s knowledge, all such discrepancies have been resolved, with the limited 

exceptions described in detail below. 

8. The only tardily-submitted Claim Verification Form (the “Drumwright Claim”) 

was received from Robert G. Drumwright (“Drumwright”) on January 23, 2015.  In addition to 

the fact that the Drumwright Claim was filed late, grounds exist to object to the Drumwright 

Claim based on Drumwright’s close connection to Mason and intimate knowledge of the 

Defendants’ affairs.  Notwithstanding these procedural and substantive grounds to deny the 

Drumwright Claim, the Receiver believes that litigating an objection to the Drumwright Claim at 

this time is not in the best interests of the Estate because Drumwright is not likely to receive a 

distribution from the Estate even if the Drumwright Claim is allowed.  The Drumwright Claim 

alleges that, during Mason’s most recent scheme, Drumwright contributed an aggregate 

$85,000.00 to the Defendants and received back from the Defendants an aggregate $34,000.00 

(an amount equal to forty percent (40%) of the $85,000 contributed).  Based on (i) the Claim 

Verification Forms submitted and (ii) the value of the Receivership Assets, the Receiver 

estimates distributing approximately 25%–30% of the amount claimed to Customers who did not 

receive a distribution from the Defendants prior to the entry of the Temporary Receivership 

Order.  Accordingly, pursuant to the “rising tide” distribution method,
3
 Drumwright is unlikely 

to receive any money from the Estate.  Notwithstanding the tentative allowance of the 

                                                 
3
  This Court adopted a “rising tide” distribution method for this case in the Order Approving Distribution 

Method and Distribution Procedure entered on October 14, 2014 (Doc. No. 107). 
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Drumwright Claim recommended by the Receiver herein, the Receiver expressly reserves the 

right to object to the Drumwright Claim on procedural and/or substantive grounds in the unlikely 

event that Drumwright qualifies for a distribution from the Estate under the “rising tide” 

distribution method. 

ALLEGED SECURED CLAIMS 

9. The Claims Procedure Motion drew only one objection.  Walter T. Krantz sent a 

letter to the Receiver and the Court (Doc. No. 90 and 92), asserting that certain Customers held 

enforceable security interests in certain undefined Receivership Assets and that the Receiver’s 

“one size fits all” approach to treating Customer claims in the Procedures Motion was 

unconscionable under these facts (the “Krantz Objection”). 

10. Based on the Krantz Objection, the Court entered an Order Establishing Deadline 

to Assert Secured Claims Against Assets of the Receivership Estate (Doc. No. 112), which 

provided that any Customer wishing to assert a security interest in, or any other right to a priority in 

payment from, Receivership Assets must file a pleading with the Court asserting such interest on or 

before December 1, 2014. 

11. The following chart summarizes the secured claims filed against the Estate (the 

“Secured Claims”): 

Date Customer Asserting Secured Claim Amount of Claim Doc. No. 

12/01/2014 Nancy Fairley $20,000.00 121 

12/01/2014 M. Everett Smith $25,000.00 122 

12/01/2014 Gail Spires $100,000.00 123 

12/01/2014 Katherine Moreland $25,000.00 124 

12/01/2014 The Chandler-Gilbert Family $110,000.00 125 

 

ALLEGED FALLS CLAIMS 

12. Other than the Secured Claims, the only claim(s) that the Receiver has not 

definitively resolved through consultation with Customers is the claim(s) submitted by Carol V. 
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Falls and Ralph Falls, as Trustee for Rennie Falls (the “Falls”), for account numbers 11-A and 

11-I, respectively (the “Falls Claim”).  As discussed in detail below, there are several 

discrepancies between the evidence supported by the records compiled by the Receiver and 

assertions made in the Falls Claim. 

RELIEF REQUESTED
4
 

13. In the chart appearing as Exhibit A to this Claims Report, the Receiver proposes 

treatment of all potential accounts identified by the Receiver in the Receiver’s review of the 

Defendants’ books and records, whether or not any Customer submitted a Claim Verification 

Form for the account.
5
  However, the Receiver objects to, and moves for uniform disallowance 

of, any claims based on accounts for which no Claim Verification Form was received prior to the 

filing of this Claims Report.  In addition, for the reasons provided below, the Receiver objects to, 

and moves for disallowance of, the Falls Claim.  The Receiver also objects to the Secured Claims 

to the extent they assert security interests in Receivership Assets enforceable against the 

Receiver and the Estate; notwithstanding, the Receiver recommends to the Court that the Secured 

Claims be allowed in the amounts alleged as general claims payable on par with the claims of all 

other Customers. 

                                                 
4
  In addition to emailing copies of this Claims Report to the email service list compiled by the Receiver and 

posting this Claims Report on the receivership’s website, http://masonreceivership.wordpress.com, the Receiver will 

mail copies of this Claims Report and corresponding exhibits to all Customers who have submitted Claim 

Verification Forms with an individualized cover letter in the form attached hereto as Exhibit B. 
5
  In addition to accounts previously identified by the Receiver and listed in the Claims Spreadsheet, eleven 

(11) Customers (i.e., Customers investing for the first time shortly before the CFTC shut the Defendants’ operations 

down), including Customers asserting Secured Claims, submitted Claim Verification Forms for investments made 

without Mason ever assigning an account number.  For purposes of this Claims Report, the Receiver assigned 

arbitrary account numbers for these eleven Customers.  The five (5) Secured Claims were assigned account numbers 

based on the docket number for the claims showing on the electronic docket for this case (e.g., the Secured Claim 

filed herein as Doc. No. 121 is assigned account number “DE121”).  The non-secured claims were assigned a 

number based on the Receiver’s internal numbering system for claims as they were received (e.g., the two hundred 

nineteenth claim received by the Receiver was assigned account number “CLAIM219”).  The individualized cover 

letter to be disseminated to claimants with copies of this Claims Report will specify the account numbers assigned 

for each of these eleven Customers.  See Ex. B. 
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14. Other than the proposed disallowance of claims for which no Claim Verification 

Form was timely served on the Receiver, the proposed disallowance of the Falls Claim and the 

proposed re-characterization of the Secured Claims, the Receiver recommends allowance of all 

claims submitted in the amounts set forth on Exhibit A.  With respect to those accounts shown on 

Exhibit A with the word “deny” appearing in the “Proposed Treatment” column, the Receiver 

recommends that the Court disallow any claims based on those accounts. 

OBJECTION TO SECURED CLAIMS 

15. Consistent with the distribution procedures initially proposed by the Receiver in 

the Claims Procedures Motion, the Receiver believes—based on the facts and circumstances of 

this case, as well as applicable law—that all Customers, including the above-referenced 

Customers asserting Secured Claims, should comprise a single class of distributees, payable 

according to the Court-approved rising tide distribution method from all recovered Receivership 

Assets available after the full satisfaction of the necessary costs of administering the Estate. 

16. As set forth more fully in the Memorandum of Law filed contemporaneously 

herewith, the Estate has rights to the Receivership Assets purportedly encumbered by 

unperfected security interests superior to those of the Customers asserting the Secured Claims.  

The Receiver believes the Secured Claims should be re-characterized as general claims and 

allowed in the amounts shown on the chart appearing as Exhibit A to this Claims Report.
6
 

OBJECTION TO THE FALLS CLAIM
7
 

17. The Defendants’ records reflect two accounts in the names of the Falls:  

Account 11-A and Account 11-I.  The Receiver does not believe it makes a difference whether 

                                                 
6
  In other words, the Receiver objects only to the Court honoring any unperfected security interests held by 

Customers asserting Secured Claims, or otherwise affording the Secured Claims a priority in payment, to the 

detriment of the general Customer body. 
7
  A redacted copy of the Falls Claim is attached hereto as Exhibit C. 

Case 3:13-cv-00196-GCM   Document 139   Filed 02/25/15   Page 7 of 12



 

those accounts are combined or treated separately, but in this analysis combines the two.  The 

Defendants’ records show contributions and distributions by the Falls as follows (all listed under 

Account 11-A in Exhibit A): 

Date Party Contribution Distribution Notes 

09/10/10 Carol Falls $5,000.00  Wachovia cashier’s check dated 

9/7/10 attached as Exhibit D 

07/15/11 Carol V. Falls  $2,500.00 JHM Forex Only Pool check dated 

7/14/11 attached as Exhibit E 

10/26/11 Carol V. Falls  $35,000.00 SunTrust official check dated 10/26/11 

attached as Exhibit F 

12/09/11 Carol V. Falls $17,896.25  Wells Fargo Bank cashier’s check 

dated 12/9/11 attached as Exhibit G 

03/30/12 Carol V. Falls  $15,000.00 JHM Forex Only Pool check dated 

3/29/12 attached as Exhibit H 

TOTAL $22,896.25 $52,500.00 Falls are Net Winners by $29,603.75 

 

18. Contrary to the amounts reflected in the Defendants’ records, the Falls Claim 

alleges the following contributions and distributions: 

Date Acc’t # Contribution Distribution Notes 

9/10/10 11-A $7,050.00  Listed in Trading Reports; unreliable 

1/23/11 11-I $34,261.22  Listed in Trading Reports; unreliable 

Unknown 11-A $3,530.00  Cash purchase of another customer’s account 

TOTAL $44,841.22 $0.00  

 

19. Analysis of the Falls Claim: 

a. Contributions: 

i. $7,050.00:  The Falls assert that this amount was listed in Defendants’ 

daily trading reports that were disseminated to Customers during the height of the Defendants’ 

scheme (“Trading Reports”).  The Receiver has discovered a number of irregularities in those 

Trading Reports and does not believe they are reliable without additional credible backup 

information.  The Falls have not provided any independent credible backup information to 

support this alleged contribution. 
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ii. $34,261.22:  The Falls assert that this amount is based on an aggregate 

investment of $23,000, circa 2006, in an entirely distinct textile futures investment venture 

through an entity called Entrepreneurship and Business Planning Inc.—or “EBPI”—and operated 

by Mason.
8
  Based on a detailed account statement prepared by Mason (and attached hereto as 

Exhibit I), Mason represented to the Falls that their investment in “EBPI” grew to $47,548.69 as 

of May 31, 2010.  The Falls have not produced any independent credible evidence of their 

alleged $23,000 principal contribution; the Receiver has no information to verify the legitimacy 

of Mason’s prior futures trading venture or the accuracy of the Falls purported capital growth 

from $23,000 to $47,548.69; there is no explanation as to why Mason gave the Falls a credit for 

$34,261.22
9
 when the alleged account from the 2006 futures investment was worth $47,548.69 

(raising the implication that Mason made additional payments to the Falls not so far disclosed to 

the Receiver), and the Receiver does not believe that any of the Trading Reports are reliable 

without additional backup information.  In addition, the Falls have known Mason a long time, 

considered him to be a close friend, and could be deemed to be insiders with respect to the 

Defendants. 

iii. $3,530.00:  The Falls claim that they purchased from a third party for 

$2,500 in cash one-half of a separate account with the Defendants worth $7,060.  The Falls have 

not provided any independent credible backup information to support this alleged contribution. 

b. Distributions:  While the Falls Claim does disclose the $35,000 payment from the 

Defendants, it alleges that the Falls never received a distribution as a return on investment, but 

                                                 
8
  See Ex. C at 6. 

9
  Excerpts from the Trading Reports are attached hereto as Exhibit J.  The Trading Reports as of 2/16/12 for 

account 11-I reflect an initial capital contribution of $7,050 and a holder’s balance (showing fictitious profit) of 

$34,617.27; as of 2/20/12, they reflect an initial capital contribution of $24,261.22 and a holder’s balance of 

$52,376.51; and as of 4/2/12 they reflect an initial capital contribution of $34,261.22 and a holder’s balance of 

$71,738.44.  See Ex. J. 
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rather received that $35,000 distribution as a loan from the Defendants.  See Ex. C at 7.  The 

Falls Claim contends that the $35,000 was fully repaid using the Falls’ fictitious profits and two 

checks from the Falls to the Defendants in the amounts of $5,000.00 and $17,896.25.  See id. at 

3, 7.  The Falls Claim does not account for the $2,500 distribution dated 7/15/11 and fails to 

disclose or account for the $15,000 distribution dated 3/20/12, which the Receiver only first 

discovered after receiving the Falls Claim. 

c. Total:  The Falls Claim states without qualification that “[t]his claim is filed for 

$41,311.22.”  See Ex. C at 9.  However, in listing the specific deposits made by the Falls with the 

Defendants, the Falls disclose contributions in the amounts of $7,060.00, $34,261.22 and 

$3,530.00 for a total of $44,851.22.  See id. at 3. 

20. The Falls’ Misrepresentations to the Receiver: 

a. In response to an investigatory letter sent by the Receiver to the Falls dated 

February 18, 2014, the Falls misrepresented to the Receiver that they never received any money 

from the Defendants.
10

  The Receiver subsequently learned that the Falls received checks in the 

amounts of $35,000 and $2,500 from the Defendants.
11

 

b. In addition, on or around January 15, 2015, the Receiver’s attorneys received a 

supplemental subpoena response from SunTrust Bank, the Defendants’ primary depository 

institution, in which SunTrust Bank disclosed for the first time a copy of a check out of one of 

the Defendants’ accounts dated March 28, 2012 in the amount of $15,000.00 payable to Carol V. 

Falls and with Mrs. Falls’ signature purportedly appearing on the back (the “$15,000 Check”).
12

  

“Return of Capital” appears in the memo line of the $15,000 Check.  The Falls never disclosed 

the $15,000 Check to the Receiver despite repeated requests by the Receiver for the Falls to 

                                                 
10

  A copy of the Falls’ response to the Receiver’s investigatory letter is attached hereto as Exhibit K. 
11

  See Ex. F & E. 
12

  A copy of the $15,000 Check is attached hereto as Exhibit H. 
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disclose all transfers received from the Defendants and despite the Falls signing the Falls Claim 

“under penalty of perjury.” 

c. As a result, the Receiver does not find credible any representation from the Falls 

not backed up with independent evidence, such as bank account documents. 

21. Summary:  Even if the Court is inclined to give the Falls a credit for the 

$23,000.00 the Falls allegedly invested in one of Mason’s prior schemes and a credit for the 

$2,500.00 the Falls allege they contributed in cash, the Falls’ contributions to the Defendants 

total an aggregate of only $48,396.25.  Accordingly, the money received by the Falls from the 

Defendants ($52,500.00) still exceeds the amount invested, and, therefore, the Falls Claim 

should be disallowed. 

RESERVATION OF RIGHTS 

22. The Receiver expressly reserves the right to amend, modify or supplement this 

Claims Report (and to file additional objections to any claims), including, without limitation, 

objections as to the amounts asserted in any claims (filed or not) against the Estate which are not 

the subject of this Claims Report.  Should the Receiver’s objection to any of the claims 

addressed in this Claims Report be denied or overruled, the Receiver reserves the right to object 

to such claims on other grounds that the Receiver may subsequently determine to be appropriate. 

NOTICE OF OPPORTUNITY TO OBJECT TO THIS CLAIMS REPORT 

23. If you do not want the Court to approve the treatment of claims as set forth in this 

Claims Report, or if you want the Court to consider your views, then, on or before April 1, 2015, 

you or your attorney must file with the Court a written response explaining your position.  The 

response must be filed electronically with the Court at www.ncwd.uscourts.gov.  Under certain 

circumstances, if you are an individual who is not represented by an attorney, you may hand 
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deliver your response to the Clerk of the United States District Court, 401 West Trade Street, 

Charlotte, NC 28202.  On or before the date stated above for filing your written response, you 

must also mail (101 N. Tryon St., Ste. 1240, Charlotte, NC  28246), fax (704/332.0215) or email 

(masonreceivership@grierlaw.com) a copy of your written response to “Joseph W. Grier, III, 

Receiver.”  If the Court schedules a hearing, you or your attorney must attend the hearing, which 

will be held at a time and date which will be noticed only to any party who files a response, at 

the United States District Court, 401 West Trade Street, Charlotte, NC  28202.  If you or your 

attorney do not take these steps, the Court may decide that you do not oppose the relief the 

Receiver requests in this Claims Report and may enter an order approving the treatment of your 

claim set forth on Exhibit A. 

 WHEREFORE, the Receiver prays that the Court will enter an Order approving the 

Receiver’s proposed treatment of claims set forth in this Claims Report, disallowing any 

claims—other than the Secured Claims—for which no Claim Verification Form was received on 

or before October 20, 2014, and granting such other relief as is just and proper. 

 This is the 25th day of February, 2015. 

 

/s/ Michael L. Martinez    

Joseph W. Grier, III (State Bar No. 7764) 

Anna S. Gorman (State Bar No. 10987) 

Michael L. Martinez (State Bar No. 39885) 

Grier Furr & Crisp, PA 

101 North Tryon Street, Suite 1240 

Charlotte, North Carolina 28246 

Phone:  (704) 332-0209 

Fax:  (704) 332-0215 

Email:  mmartinez@grierlaw.com 
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