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Enforcement Headlines (See story summaries on pages 3.5)

ﬁgﬁgﬁﬁ'ﬂﬁgﬂ Visit the new ASC website for more stories and information (www.asc.state.al.us),
INVESTORS EROM (10102} Authorities and Banks Cooperate lo Retum "Milllons® .. (Russell County)
SECURITIES FRAUD (08/27) Kash Pled Guilty to Sale of Unregistered Securities. . (St. Clair County)
AND PRESERVE
LEGI'I'HATEEEAPITAL (0919} Blacketer Sentenced to 25 Years.. .for 80 Felony Counts of Fraud.
MARKETS {Walker County)
IN ALABAMA (08106} Andrew Wiliams Sentenced to 10 Years in Prison... (Daphne, AL)
{08/03) Leonard James Surrenders io Franklin County Sheriff,
INSIDE THIS ISSUE: ARIGZ) Sheetht Depuities Arrest Spruell... [Cropwall, AL
(04/17) Promaoter of Mancy's Tours Sentenced to 12 Years... (Lexington, AL)
Enffo I
ek (02/26) Reverend Agee, Birmingham, AL, Pled Guilty to 1 Count of Sale of
Unregistered Security,
ASC Statistics for I
FY 2001 (0214} Michael Cameca of Prattville, AL Amested on & Counts of Fraud.
Investment 12 = 5
Advisers ASC Statistics for Fiscal Year 2001 (10/01/00 - 09/30/01)
Enforcermnent News 15 « Restitutions bo victims of securities fraud: $9.957 423,
Summaries » Reccissions ordered in ASC cases; 5517888,

Financial Education &7 » Administrative Actions: 183

= Criminal Convictions Obtained: 21,
Program
= Public Wamings ssued: 14.
ASC Services and 8 = The Registration Division isswed 104,441 licenses/registrations.
Information =« There are 31 Individuals awaiting grand jury action, arrest or trial,
Message to 8 = The Commission has 124 cases under investigation at this time.
Inviestors « Contributed $6.% million to the General Fund after expenses,

Total staff is 35, (includes: 4 attomeys; 8 special agents; and 5 dhision managers).

{Courtesy of NASAA')
New NASAA president urges stepped up oversight of investment advisers; Calls
elactronic ragistration key to more uniform, effective regulation, 10/12/2001

- Borg also concermned about unlicensed insurance agents selling
securifies,

WASHINGTON (Oclober 12, 2001} - The nation's top state secunities regulator today
promised investors stronger oversight of the fast-growing investment adviser industry,
citing both instances of and the growing potential for fraud.  (Continued on page 2)

1 The Alabama Secunfies Commigssion is & member of the North American Securifies Administraior Associafion (NASAA), an
organization of the 66 state, provincial and lesmifonial secunties adminisirators in the LS., Canada, Mexico and Puerio Rico


www.asc.state.al.us
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{New NASAL President... Confinued from page 1)

Joseph Borg, director of the Alabama Securities Commission and new president of the North American Securfies
Administrators Association (NASAL ), said increased exams of investment advisory firms and electronic registration of
advisers are at the top of his agenda.

“While the vast majority are honest professionals, the growing potential for fraud by small investment advisers should
concem us all," Borg told attendees at the Securiies Industry Association's Small Firms Conference in FL. Lauderdals,
Florida on Friday. Under federal law, stales have sole regulatory authority over investment advisory fims with less
than 525 million under management. The Securiies and Exchange Commission regulates larger investment advisory
firms.

Barg also said he would urge state regulators to adopt the Investment Adviser Registration Depository, an electronic
database similar to the Central Registration Depository, which containg information an brokers, including disciplinary
histary. Information from the IARD is available to investors via the Internet, Borg noted, making it easier for them to
wisely select an investment advisory firm.

Thee IARD is joinlly owned by the states and the SEC, and administered by the National Association of Securities
Dealers. So far, 39 states have commifted lo adopl the IARD, gither by administrative order or throwgh legislation,

In the aftermath of Sept. 11, Borg said state securities regulators would endeavor to make all reasonable
accommodations for firms affected by the terorist acts.

Borg expressed concem over the growing number of independent insurance agents selling securities withaut a license.
Many of the investments they are sefling, such as viatical settlements and promissory notes, are high risk or potentially
fraudulent, Borg noted. He said MASAS would work more closely with state insurance regulators to curb the problem.

Borg pledged to continug the wark done by former NASAA President Deborah Bortner fo promote mare uniform regu-
lation amaong states, especially in the reqistration and licensing of broker-dealers and their representatives. Borg has
also worked closely with other NASAA members on the ongoing effort to revise the Uniform Securities Acl,

Borg is known for his sirong enforcement record. Alabama took & leading role in the fight against

microcap stock fraud, helping bring indiciments against brokers and principals at Meyers Poliock Robbins and

Duke & Company, Borg festified before Congress on the movement of corrupt brokers from one microcap firm o
anather. More recently, Borg fook the lead in shutting down the Greater Ministries intemational Church of Tampa,
Flarida. In August Greater Minisiries founder Gerald Payne was sentenced to 27 years in prison for fraud. More than
20,000 church members were defrauded of nearly half a billion dollars, requlators estimate.

Borg, 48, was born in New York City to Maltese immigrant parents. He eamed an undergraduate degree from City
Callege of New York and a law degree from Hofsira University School of Law on Long fsland, In 1994, he left a career
in private practice to become Alabama's director of securities.

With the passage of the Gramm-Laach-Bliley Act and increased consolidation in the financial services sector, reguia-
tors of banking, insurance and securities need to work more closely together, Borg said.

"Investors are the largest constituent group in the United States today — bigger than organized labor, Democrats,
Republicans, Baby Boomers, even AARP members,” Borg said. *We have a duty to serve and protect them. As
regulators, our jobs have never been more important or demanding,”



Enforcement Headline Summaries (Continued from page 1)

Visit the new ASC website for more stories and information (www.asc.state.al.us).

MN Partners, Inc. Wrap-Up: Authorities and Banks Cooperate

to Return "Millions™ to Victims of Securities Scam (Phenix City)

MONTGOMERY, ALABAMS {October 2, 2001) - Joseph P. Borg, Director, Alabama Securities Commission (ASC) an-
nounced final preparations to retum the remaining sefzed funds and assets to victims, from the closed

MM Pariners, Ing, (MM), Phenix City, Alabama.

Borg said, “This is a very unusual outcome for the victims of a securiies scam, because there were about 32,000 shares
outstanding and owners of each share will receive at least sixty seven percent of their investment back. The credit goes to
the quick and cooperative effarts of the District Attorney office from Russell County, the Alabama Attomey General, and
the commercial banking indusiry in coordination with the Alabama Securities Commission. This resulted in bank accounts
and office assets being frozen and confiscated from MM Pariners, Inc. by ASC. This is a prime example of what can be
done to pralect the public when government and commercial agencies work together.”...

Kash Pled Guilty to Selling Unregistered Securities (St. Clair County)
MONTGOMERY, ALABAMA (September 27, 2001) ... William Bryan Kash pled guilty to the offense of selling unregis-

tered securities in violation of Ala. Code §8-6-4 {1975), before the Honorable Judge William E. Hereford on September
26, 2001,

Kash received a three year sentence suspended. His requirement of probation is to pay resfitution to all victims, not just
those on the indictment. A hearing has been sel to determine the amount of restitution and the manner of payment...

Borg said, "This case confirms that viatical setlement contracts and related promissory notes based on viatical seftle-
ment conlracts are indeed securiies as defined by the Alabama Securities Act and the Court.”

.. The viatical business makes money by purchasing life insurance policies from people who have a terminal iliness at a
substantial discount from the face amount of the poficy.

Blacketer Sentenced to 25 Years (Walker County)

MONTGOMERY, ALABAMA (September 19, 2001) Francis Eugane Blackster, of Springfieid, Missouri, has pled guilty
and was sentenced to 25 years in the state penitentiary for 80 felony counts of fraud...in a hearing on

Seplember 14,

Blacketer,. faces the issue of victim restitution and akzo must appear as a material witness in a criminal case pending
against an alleged business associate. Addilionally, Blacketer faces federal charges in Missouri involving wire and mail
fraud...Blackster was extradited from Missoun o face the Alabama charges. ..

Borg, Director of the Alabama Securities Commission, said, "Thanks to the combined efforts of state and federal authori-
ties Blacketer and his business called Creative Funding will no longer cheat citizens out of their hard eamed dollars, This
was a loan scheme, where investors supplied the loan money for morigages, which were to pay a high rate of return...the
mortgages never existed, investors lost their money which will probably never be recovered.” (Continued on page 4}
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{Continued from page 3)

Andrew Williams Sentenced to 10 Years in Prison (Daphne)

MONTGOMERY, ALABAMA, (August B, 2001) .. Williams, who appeared before Circuit Judge Robert E. Wilters, plead
guilty to 1 felony count of Thefl of Property 1st Degree, 1 felony count of Selling Unregistered Securities, and 1 fedany
count of Fraud in Connection with the Sale of Securities.

Williams was sentenced to 10 years in prison, and was ordered to pay $148,750 in resfitution to 30 Baldwin County vic-
tims.

Barg, the Alabama Securities Commission Director, said, “"Williams utilized a Ponzi type of investment scheme to pay
off and promaote his program to the mast curment investors using the maney given o him from previous investars, The
Investigation revealed that 66 Alabama investors gave Wiliams aver 380,000 to participate in his scheme.”

Leonard James Surrenders to Franklin County Sheriff

MONTGOMERY, ALABAMA. {August 3, 2001} ...James.. surrendered at the Franklin County Sheriff's office, in Russell-
ville, Alabama. The warrant for James arrest was based on evidence presented by the Franklin County, District Attor-
ney and the Alabama Securities Commission to a Franklin County Grand Jury in May. James is charged on one count
of Theft of Property 15t Degree and six counts of Felony Securiies Violations. D.A. John Pilati said, "This is the next
step in an unfolding story involving alleged criminal activity by James. As | previously stated, this probe did not target
Senalor Bedford and Mr. Blount,*

Securities Commission Director Borg said, *The added efiorts of the Alabama Attlorney General Office, Senator Roger
Bedford of Russellville, and cooperation from the band underwriters assisted in providing the evidence which led to this
arrest,”

Evidence alleges that James misused proceeds of an Industrial Development Bond issued by the City of Russallville,
Alabama and failed to make required disclosures. Also, after James took control of the funds produced by the sale of
the bonds to unsuspecting investors, he used those funds for purposes nat approved by the bond issue.

Sheriff Deputies Arrest Spruiell of Cropwell, Alabama

MONTGOMERY, ALABAMA (May 2, 2001) Joseph P. Borg, Director, Alabama Securities Commissicn announced today that
on April 27, 2001, warrants were signed by agents of the Alabama Securilies Commission Enforcement Division alleging that
Joe Edward Spruiell, a resident of Cropwell, Alabama committed theft in connection with the ale of securities.

On May 1, 2001 5t, Clair County Sheriffs deputies amrested Spruiell and formally charged him with two counts of 1= degree
theft. A preliminary investigation conducted by the Alabama Securities Commission disclosed that Spruiell obtained approx-

mately §70,000 from two 5t. Clair County residents. Spruiell represented that he would invest funds an behalf of his clients
with a company known as Life Benefit Annuity Marketing.

Promoter of Nancy's Tours in Lexington, Alabama

Sentenced to 12 Consecutive Years of Imprisonment

MONTGOMERY, ALABAMA (April 17, 2001) ...Nancy Trousdale was the owner, operator, and
promoter of Nancy's Tours in Lexington, Alabama and Donakd Trowbridge was a partner in the venture.
(Continued on page 5)
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{Continued from page 4)
Trousdale was placed into immediate custody and sentenced o 12 consecutive years of imprisonment and ordered o
pay restitution of over $3.7 million dollars fo victims whao invested in her travel ticket ventura. .

Trousdale was sentenced for the following offenses:

- Sala of secunties in Alabama without being registered as an agent with the Alabama Securities Commission.
- Mads false statements to an investar for the purpose of seling a security.

- Mislead investors to believe checks issued to invastors wers valid,

- Used investors' money to pay for personal expenses,

- Issued checks for investment returns which were returned due to insufficient funds.

Trowbridge previously pled guilty to 19 counts of a Lauderdale Counly Grand Jury indictment for his actions in the
Nancy's Tours scheme. He was sentenced to six months in a work release center and ordered 1o pay over 52 million in
restitution to victims of the travel ticket venture. Trowbridge received a less severe sentence for his cooperation with
authorities during the investigation.

Reverend Agee, Birmingham, Alabama, Pled Guilty to 1 Count of Sale of
Unregistered Security

MONTGOMERY, ALABAMA  ...Reverend Hosea Agee, Jr, ...appeared before the Honorable Judge Mac Parsons,
Bessemer Division, In Birmingham, Alabama on February 26, 2001,

Agee pled guilty to 1 count of Sale of Unregistered Security and also acknowledged 1 prior felony conviction. Judge
Parsons gave Agee a 4 year suspended sentence of confinement, with 5 years of probation, and an order fo pay
restitution of $21,000 to 3 victims &t $475.00 per month beginning March 5, 2001, Also Agee was barred from selling
securities. ..

These indictmenis allege ihat Agee violated various securities’ laws as a result of his sales of Church bonds of
Westside Church of God In Christ, Inc. Other charges are pending in the Birmingham Division of Jeffersan County,

Borg said, "This crime fits the profile of an affinity scam which targets people in an organization by a member of that
organization, which is oftentimes a church.”

Michael Carreca of Prattville, Alabama, Arrested on 8 Counts of Fraud

MONTGOMERY, ALABAMA (February 14, 2001) Honarable Janice M. Clardy, District Attomey, 19% Alabama Judicial
Cireuit, and Honorable Joseph P. Borg, Director Alabama Securities Commission announced today the Grand Jury in-
dictment of Michael Carreca, Prattvlle, Alabama on 8 counts of Fraud in Connection with the Sale of Securities, 2
counts of Theft in the First Degree, 3 counts of Sale of Unregistered Securities, and 3 counts of Sale of Securities by an
Unregistered Agent...

It was alieged that Cameca, the owner of Southem Diversified Business Enterprises, Inc. (SDBE), illegatly sokd common
stock to investors, A review of the Securities Commission registration files disclosed no record of registration or
exemption from registration for Carreca as a dealer or agent in the state of Alabama, and no record of registration or
exemption from registration for SDEE.

Further allegations indicate that Carreca led investors to believe their retums were guaranteed and would be used to
further Southern Diversified Business Enterprises, Inc. and that Cameca converted invesior funds to personal use,
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THE NEW ASC FINANCIAL EDUCATION PROGRAM

A5 the new Education and Public Affairs
Manager for the Alabama Securities Commission
one of my main priorities, since arriving in
February 2001, is to establish and promote a
superb Financial Education program throughout
the state of Alabama.

s The informed investor no matter what age;
e - T e e i profession or lavel of wealth has a befter chance
of sharing in our great nation's prosperity and is
less [ikely to fall prey to securities fraud,

Dan Lord

Financial Literacy Programs for Public and Private Schools (K-12).

The Financial Literacy program offers two professionally developed curriculum books, free of charge, to any
interesled high school public or private school teacher at no expense. The first publication released was the
Basics of Saving and Investing teaching guide. This guide can be and is presently used in various business, math,
and social studies courses During the last part of 2001 high school economics teachers throughout the state of
Alabama will recefve the new publication called Personal Finance in the Economics Classroom. The new
publicaticn meets specific curriculum criteria for Alabama Public Schools, These publications were developed
jointly by securities regulatory and business organizations such as [PT, NASAA, NASD and NICE. ASC provides
training and information lo teachers requesting assistance in the use of these publications.

Financial Education Programs for All Citizens of Alabama.

In addition fo providing printed information to any citizen who calls or writes we have provided Fraud Prevention
and Informed Investor Education to all segments of society in Alabama. Some of the organizations receiving
presentations and training upon request included the AARP (mature citizens), NAIC (investor clubs), Masons,
Commercial Banking Industry, Rotary Clubs, Southem Business Education Association (SBEA). Also, we are
working with the Alabama Cooperative Extension System and have participated in an annual conference called
Unlocking & Sharing Resources for Urban Families in the Huntsville area and Protecting Eiders from Financial
Abuse in the Monigomery area.

Why is the Need for Financial Education at a Critical Point?

The amount of wealth stolen through securities fraud in Alabama and the United States is in the billions. Scams
have stalen milions of dollars from citizens in Alabama and mest of them cover many other states and countries.
The size of investment loss in scams typically range from $1-5500 million. With few exceptions victims lose most
or all of their money, (Continued on page 7)



THE NEW ASC FINANCIAL EDUCATION PROGRAM (Continued from page 6)

Financial Edueation is one of the strongest preventalive measures against securities fraud for Alabama cilizens and saves
millions of dollars for state and federal law enforcement, judicial and social agencies. ASC teaches citizens to make
informed investment decisions, how to check out all types of securities and dealers for appropriate registration, measures
to prevent becoming a victim of securities fraud, and the reporting of suspected llegal activities, Citizens must lzam to
invest wisely, They will not be able to depend on social security and employment-spensored pension plans for retirement
income. According to a study released by the Securities and Exchange Commission, April 1898-"0f the approximately
120 4 million American warkers, about 60.4 million public and private sector workers have no pension plans.” According
to @ 1997 study by Public Agenda, "more Americans are working for smaller companies—less lkely to have pension plans,
ar evan voluntary retirement plans." All working citizens of the United States will have expanded opportunities to invest
tax sheftered dollars in preparation of future refirement, this increases the requirement for Financial Education and

fraud prevention awareness.

There is a Financial Literacy Crisis Among Youth in America, according to a study released by the Securities and
Exchange Commission, April 19%9.

"Tesnagers in the United States have become a formidable economic force. In December 1988, Teen
age Research Unlimited projected that teens ages 12 to 19 spent 594 billion of their own money—
inchading money eamed or received from allowances, gifts, or employment--in 1898, compared with
S84 billion in 1997.... Teens also influenced the spending of an additional 247 billion in family money.,
That's a total of $141 billion.”

“& 1998 poll of 14 to 16 year-olds revealed that *53 percent received litthe to no financial advice from
their parents” And according to a 1998 survey of 13-21 year-olds, only 26 percent reported that their
parents actively taught them how to manage money.”

*The average college student who takes out student loans graduates with a debt burden of $20.000."

"According 1o a survey by Consumer Reports, “sixty-four percent of college students have a credit card
in their name, and 20 percent have four or more carnds.”

“In its 1948 Youth & Money Survey of students ages 16 ta 22, the American Savings Education Council
(ASEC) found that "28 percent of students with & credit card roll over debt each month,”

"2 1997 survey of individuats wha filed for personal bankruptcy protection revealed that 8.7 percent of
all bankruptey filings were among young adults ages 18 to 25 years old.”

If our youth ane not Financially Educated they will not share or profit in the growih opportunities of this great nation and
emarging business worldwide,

On the Horizon.

The new Financial Education program has made great headway since a position was allocated to work this and the Public
Affairs program full time at the Alabama Securities Commission. On the horizon ASC is looking at networking and building a

coaliion to support and promote Financial Education among government and commercial agencies who have a common
interest to promote Financial Education.



Contact ASC for inguiries regarding securities broker-dealers,
CHAIRMAN ﬂgﬂmﬁ, invesiment advisors, and investment advisor
HAROLD B, KUSHIER JRU representatives, the registration status of sacurties, 1o report
Atorery af Law suspectad fraud, or obtain consumer information:
VICE CHAIRMAN
J. WRAY PEARCE Calt  1-300-222-1253
Cestified Publiic Accountant Fax:  1-334-242-0240.
COMMISSIDHERS Emall: asci@asc state.alus.
i Write:
Alabama Securities Commission
Atomay General . 1
770 Washington Ave., Suite 570,
MARIA B. CAMPBELL
Jesseph F.rﬂw P g el Montgomery, Alabama 36130-4700
Susan B. Anderson D. DAVID PARSONS ASC Website: www.asc state.al.us
Deputy Disector Commissioner of Insurance
TN Srasl TYRONE C. MEANS The Alabama Securities Commission is a member of the North
Artoemiey at Law American Securities Administrator Assoclation (NASAA), an
organization of the 66 state, provincial and termitorial securfies
administrators in the U_S., Canada, Mewico and Puerio Rico,

From the irector
Cear Investor,

The Alebama Securities Commission (ASC) regulates the securities industry in Alabama.

ASC is committed to protect investors against securiies fraud and provides aggressive enforcement actions against any firm or ind-
vidual wha has vislated the Alsbama Securities Act or other state and federal statues to the defriment of Alzbama investors,

The Alatama Securilies Act provides for the icensing and regulation of securities broker-gealars, agents, Investment advisers and
Investment adviser representatives, and financial planners. ASC regulates the individual securities through registration. All of the
ahove entities must bi registered with the ASC o conduct business in Alabama unless subject to a statulory exemption from
regisiration,

ASC promotes financial Meracy to all citizens and students in Alabama by providing presentations, free information and access to
curriculum for financial literacy education.

F'repare yourself to make an infarmed investment dai:mm'ggw,mmﬁﬂmludmna Hm&rm
SETTLSLE o !'rm‘ﬁﬂh o ol WIS I_illl--ltl. '1-'I';:j.'l|ﬁ.1-. the Com an prowvide
free information relati isciplinary history (com faw suifs, efe.). educational back rk ience of &
firm or representative,

Sincersly,

Q@Bg

Jo
Director
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