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STATUTORY AUTHORITY

The Commission is responsible for administering and enforcing the laws of
the State of Alabama relative to:

Sec. 8-6-1, et seq. - Securities Act No. 740
(1969 Regular Session) and as amended

Sec. 8-6-110, et seq. - Industrial Revenue Bonds Act
No. 586
(1978 Regular Session)

Sec. 8-7-1, et seq. - Sale of Checks Act No. 177
(1961 Special Session)

The Commission's authority extends to any activity involving the
issuance, offering, sale, and other related transactions involving securities
made within, into, or from the State of Alabama.

The purpose of the Securities Act is to protect investors from fraud and to
preserve legitimate capital markets. The accomplishment of these objectives is
legislatively provided for in five different ways by:

Requiring the registration or the specific exemption
from registration of securities prior to their public or
private offer of sale;

Requiring the registration of Broker/Dealers and
salesmen and regulation of their activities;

Requiring the registration of Investment Advisers and
Investment Adviser Representatives and regulation of
their activities;

Providing civil remedies to purchasers of securities sold
in violation of the Acts; and

Providing administrative, civil, and criminal penalties for
those who patrticipate in the unlawful sale of securities.

Through its legislative mandate, the Commission and its staff assist
Alabama businesses during capital formation and protects Alabama issuers,
businesses, and residents from fraudulent securities transactions. The Commis-
sion does not recommend or endorse broker/dealer firms, salesmen, investment
adviser firms, representatives, or the purchase of any securities, nor does it pass
upon the accuracy or completeness of any prospectus, private placement
memorandum or sales literature.




ORGANIZATION

The Alabama Securities Commission consists of the Attorney General, the State
Superintendent of Banks, the State Insurance Commissioner (by virtue of their offices).
Also, two attorneys and two certified public accountants are appointed by the Governor
from lists of nominees submitted by the Alabama Bar Association and the Alabama
Society of Certified Public Accountants and confirmed by the Senate. The Commission
maintains oversight, provides policy guidance and establishes rules for the performance of
its functions and the accomplishment of its purpose. The members of the Commission
during Fiscal Year 2003-2004 were:

ACTIVE

HAROLD B. KUSHNER, JR., Chairman Attorney at Law 03/01- Present
Birmingham, Alabama

J. WRAY PEARCE, CPA, Vice Chairman Certified Public Accountant 05/01-Present
Birmingham, Alabama

BILL PRYOR, ESQ., Member Attorney General 01/97-02/04
Montgomery, Alabama

TROY KING, ESQ., Member Attorney General 03/04-Present
Montgomery, Alabama

ANTHONY HUMPHRIES, Member Superintendent of Banking 03/03-Present
Montgomery, Alabama

WALTER A. BELL, Member Commissioner of Insurance 01/03-Present
Montgomery, Alabama

TYRONE C. MEANS, Member Attorney at Law 05/01-Present
Montgomery, Alabama

DANIEL C. HARDMAN, CPA, Member Certified Public Accountant 03/02- Present
Birmingham, Alabama




OFFICE PERSONNEL

Directorate Division
Joseph P. Borg, Director
Christie A. Rhodes, Executive Assistant Il
Angela D. Motley, Clerical Aide

Legal Division

Susan B. Anderson, Deputy Director and General Counsel
J. Randall McNeill, Deputy Attorney General
Kimathy J. Booher, Legal Research Assistant

Accounting/Personnel Division
Renee S. Sanders, Senior Accountant
Gwendolyn Lover, Account Clerk

Data Systems Division
David E. Gilmore, IT Systems Specialist

Education and Public Affairs Division
Daniel G. Lord, Training Specialist Il

Enforcement Division
John M. Foley, Sr. Special Agent; Manager/Enforcement

Stephen E. Brantley, Special Agent

Ricky G. Locklar, Special Agent

Charles D. Harrison, Special Agent
Christopher P. Young, Special Agent
Patrisa J. EImore, Executive Secretary
Anita F. Wilkerson, Admin. Support Asst. Il
Keedra L. Battle, Clerical Aide

Kimberly S. Lewis, Special Agent

Reuben E. Redd, Special Agent

Nelson D. Williams, Special Agent

Rossie L. Peters, Special Agent

Donjaleque Q. Jackson, Adm. Support Asst. |
Ruth E. Markland, Admin. Support Asst. II

Registration Division
Edwin L. Reed, Attorney /Il

Rena H. Davis, Registration Manager; Examinations
Marvernitha B. Kyles, Securities Analyst

Walter W. Goss, Jr., Securities Analyst

Spencer D. Lee, Securities Analyst

Arlanda H. Goodwin, Admin. Support Asst |
Conceita R. Watkins-Crumpton, Clerk

Lauren B. Worthington, Student Aide

Lisa M. Tolar, Registration Manager; Licensing
Rebecca D. Lynam, Securities Analyst

Leslie D. Worrell, Securities Analyst

David J. Kirke, Securities Analyst

Sandra S. Pitts, Admin. Support Asst |

Alrika R. Ingram, Clerk




PURPOSE

The Alabama Securities Commission (the “Commission”) administers and enforces the
following Alabama statutes: THE ALABAMA SECURITIES ACT, including the Sale of
Checks Act, the Pre-Issuance Procedures for Industrial Revenue Bonds and Fiduciary
Security Transfers. The Commission is comprised of seven Commissioners, consisting
of the Attorney General, the Superintendent of Banks, the Commissioner of Insurance,
two Attorneys and two Certified Public Accountants.

The Commission is functionally divided into the following six divisions: (1) Directorate;
(2) Legal; (3) Accounting/Personnel; (4) Data Systems; (5) Education and Public Affairs;
(6) Enforcement; (7) Registration.

The function of the Commission and its staff is to regulate the sale of securities and the
securities industry in Alabama. The Commission’s jurisdiction encompasses all
securities offered and sold in or from Alabama or to Alabama residents. The Securities
Act requires the registration of all securities offered for sale in Alabama unless there is
an applicable exemption. The Securities Act provides a series of exemptions to cover
situations where, because of the nature of the security or the character of the
transaction, registration is not deemed to be necessary in the public interest or for the
protection of investors.

With respect to the responsibility for regulating the securities industry in Alabama, the
Commission maintains as its primary objective the encouragement of investor protection
and confidence in the investment industry. In this respect, all persons who propose to
act as broker-dealers, agents (registered representatives), investment advisers or
associated persons (investment adviser representatives) must be licensed by the
Commission prior to engaging in such activities.

The Sale of Checks Act requires the filing of an application and issuance of a license
before engaging in the business of selling, issuing or dispensing checks or receiving
money as an agent for obligors for the purpose of paying obligor’s bills, invoices or
accounts.

The Commission’s functions also include pre-clearance of industrial revenue bonds, the
investigations of alleged violations of the provisions of the above-referenced statutes
along with the initiation of administrative, civil and criminal proceedings and case
referrals to other agencies where appropriate.

The primary purpose of the regulatory responsibilities and objectives described above is
to protect the public from fraudulent practices in connection with the offer, sale, and
purchase of securities in Alabama while encouraging, at the same time, the financing of
legitimate business and industry in the state.




Annual Report

Fiscal Year Ending September 30, 2004

THE ASC MISSION

ISTO PROTECT --L egidation, Education & Enfor cement--
INVESTORS FROM Alabama is proud to have one of the best conviction
SECURITIES FRAUD rates for criminal securities fraud in the United
AND PRESERVE States. The Commission is lauded as one of the top
LEGITIMATE ten most responsive state securities agencies in the
CAPITAL country. The securities industry magazine
“Research” has called Alabama “a model” for state

MARKETS regulators.

T,
Recently, in addition to its record in protecting investors, the Commission participated as a lead state, in
partnership with the SEC, NY SE, and NASD, in gathering detailed investigative evidence, resulting in new rules
of practice and the payment of fines by large Wall Street firms who allegedly issued biased stock research and
gave executives of client companies’ special access to stock offerings.

The Commission’s objective in participating in enforcement and legislation at the national level is to encourage a
productive market by leveling the playing field so investors can get accurate analyst information to make an
informed investment decision. The most significant barrier to the recovery of our markets is the loss of confidence
by investors.

The Commission’s active participation with other state regulators through NASAA* has paid great dividends in
the regulation of the securities industry. The securities business today has few boundaries, especialy with the
wide use of the internet. We have seen small scam operations garner millions of dollars from citizens of Alabama,
other states and countries al over the world in just afew months using the internet to advertise, solicit investments
by email, and by use of other more traditional marketing methods. Alabama’'s cooperation with other state and
federal authorities enables security regulators to combine resources throughout North America.

Some NASAA/Alabama projects include promoting persona finance and investor education, and comprehensive
professional education in such areas as enforcement, registration, and compliance. ASC staffers are working on
uniformity of securities regulation throughout the United States and on cross border issues with our neighboring
countries of Mexico and Canada. NASAA is amember of a worldwide securities regulatory organization known
as |OSCO (International Organization of Securities Commissioners), as well as an association of North and South
American regulators known as COSRA (Counsel of Securities Regulators of the Americas), in an effort to promote
new markets and efficient securities regulation. ASC has been one of three official U.S. states' representatives to
IOSCO for the last three years. In addition, Alabama was specifically invited by the United Nations Committee on
International Trade and Law to present its experience concerning international securities fraud and white collar
crime.

The ASC Education and Public Affairs Division has significantly expanded our ability to provide fraud prevention
training and materials to all Alabamians. Recently, the Commission has joined with banks, industry and other
governmental agencies throughout Alabama to found the Alabama Jump$tart Coalition. This volunteer effort will
organize and combine resources to promote financial education in high schools throughout the state. 1n June 2004
this Commission assisted the Department of Education to receive grants and conduct a personal financial training
program to over 350 business technical high school teachers in Alabama (over 85% of all teachers in this
category). The Commission’s staff conducts numerous presentations, speaking engagements and seminars for a
variety of civic groups and associations, fraternal organizations and educational ingtitutions. ASC’s objectiveisto
educate all citizens of Alabama—from high school students to senior citizens—in controlling one's own resources,
to avoid victimization, and to acquire the knowledge and comprehension to make an informed investment
decision.

The Commission is committed to promote legislation to ensure a fair market and takes strict enforcement action
against people who steal from Alabama investors. Commission activities in this arena will help restore the
investment market in Alabama and assist our citizens in saving, investing, and accumulating wealth.

* The Alabama Securities Commission is a member of the North American Securities Administrators Association (NASAA), an
organization of the 66 state, provincial and territorial securities administrators in the U.S., Canada, Mexico and Puerto Rico.
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EDUCATION AND PUBLIC AFFAIRS
Annua Report Update

| am pleased to report a significant increase in personal finance and
investor education to citizens throughout the state of Alabama.

The Senior Citizen education initiative is helping Alabamians protect
their retirement pensions and estates.  Through ASC programs,
Alabamians are learning to effectively protect themselves from security
fraud. Also, speaking activities and training sessions provide critical
information for people to understand different investment products and
proven concepts such as diversification and dollar cost averaging. The
working citizen, from technician to construction worker, to teachers and

physicians are being informed about current securities scams and

Daniel Lord, Manager . : . -
encouraged to “investigate before investing.

Printed materials and internet information is al provided free of charge. The Commission has made
partnering arrangements with other state, federal and commercial agencies to provide thousands of dollars of
educational delivery to teachers and students in addition to printed materials.

The Commission assisted the Alabama Cooperative Extension, the Jump$tart Program, and the Alabama
Council of Economic Education to receive grants from the Investors Protection Trust, a charitable
foundation. Funds come from securities fraud settlements such as the recent Wall Street Settlements that
were earmarked for educational initiatives. These funds will be used to purchase materials and training for
high school teachers, students and senior citizens.

In Public Affairs, ASC has enjoyed statewide and nationwide publicity on a number of issues such as fraud
prevention and the war on white collar crime. Utilizing the media, ASC keeps citizens of Alabamainformed
about enforcement actions, investor alerts, fraud prevention tips, and free services available from the
Commission.

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

The Commission’s Financial Literacy program offers two professionally developed curriculum books to any
interested high school public or private school teacher at no expense. The first publication rel eased was the
Basics of Saving and Investing teaching guide. This guide can be and is presently used in various business,
math, and socia studies courses In addition, high school economics teachers throughout the state of
Alabama have access to a publication entitled Personal Finance in the Economics Classroom which meets
specific curriculum criteria for Alabama Public Schools and is available in hard copy or may be downloaded
off the internet. These publications were developed jointly by securities regulatory and business
organizations such as IPT, NASAA, NASD and NICE. ASC provides training and information to teachers
requesting assistance in the use of these publications.

Financial Education Programsfor All Citizens of Alabama.

ASC provides printed information to any citizen who calls or writes and provided Fraud Prevention,
Investor, and Personal Finance education to all segments of society in Alabama. Some of the organizations
receiving presentations and training include AARP (mature citizens), NAIC (investor clubs), Commercial
Banking Industry, Rotary Clubs, Kiwanis Clubs, and the Better Business Bureau. ASC worked with the
Alabama Cooperative Extension System and participated in numerous conferences which included an event
in Huntsville that provided fraud prevention and investor education information to over 350 senior citizens.
In Montgomery the Commission partnered with the Attorney Generas office, the Department of Senior
Services and other agencies to organize an event for over 300 Alabama law enforcement officials and
caregivers to train them and provide materials to enhance the protection of senior citizens. ASC actively
participated for the past four years in the nationwide program called “Facts on Saving and Investing
Campaign Month” and the Governor of Alabama supported this event in April 2004 with a proclamation.



NASAA

NORTH AMERICAN SECURITIESADMINISTRATORSASSOCIATION

The Commission continues its membership in the North American Securities
Administrators Association, Inc. (NASAA), consisting of the securities administrators
of the 50 US states, District of Columbia, Canadian provinces and territories, Republic
of Mexico and Puerto Rico.

As a NASAA member, the Commission joins other securities administrators in
programs relating to investor education, information sharing, and cooperative
enforcement efforts; and in promoting uniformity of state securities requirements and
other actions necessary for effective state and federal securities regulation.

Commission Director Joseph Borg was the elected President of NASAA in 2001 and
completed his one-year term in October of 2002 and remained a member of the
NASAA Board of Directors until 2003. Since then he has served as Chair of the
Enforcement Section for NASAA. Other staff members participated in project groups
made up of counterparts from other states or countries. Project groups develop many
policy guidelines and consider issues of financial education, registration, licensing,
litigation and enforcement, and areas involving regulatory areas concerning
investment advisors.

NASAA programs are carried out through its various committees. During Fiscal Y ear
2003-2004 Commission employees served on or participated with the following
NASAA committees:; Investment Advisor Operations; Investment Advisor Zones,
Investor Education Coordination; Legal Committee; Litigation Training and
Enforcement Policy; Senior Outreach; Specia Projects and Viaticals for Enforcement;
and the Board of Directors.

The Commission intends to continue active participation on various NASAA
committees, which, in coordination with the SEC, NASD, NY SE, other exchanges,
industry representatives, the accounting and legal professions, and other related groups
have promulgated national uniform standards and guidelines. The adoption of these
uniform filings alleviate burdens on those sectors of the securities industry by
eliminating duplicative examination and registration requirements, thus reducing the
amount of time, money, effort, and paperwork required, and achieving less costly and
more effective regulation of the industry. Such guidelines apply to the following types
of securities activities and filings: licensing, registration, audits, oil and gas, red
estate, real estate investment trusts, commaodity pools, equipment leasing, health care
facilities programs, offerings on the Internet, and others.




ALABAMA SECURITIESCOMMISSION
REGULATORY SERVICES PROGRAM

APPROPRIATION DESCRIPTION

The Alabama Securities Commission assists Alabama businesses during capital
formation and protects Alabama's issuers, businesses and residents from fraudulent
securities transactions. The Commission does not recommend or endorse broker-deal er
firms, salesmen, investment adviser firms, representatives or the purchase of any
securities; nor does it pass upon the accuracy or completeness of any prospectus, private
placement memorandum or sales literature. The Commission does, however, bring
administrative, civil, and criminal actions including receiverships, the issuing of warrants,
preparation of indictments and conducts trials when necessary. Extensive examinations
and investigations are conducted by Commission personnel, including multi-
jurisdictional investigations and joint cases with Federal, state and local law enforcement
agencies.

FUND 374: Sale of Checks Fund. The Sale of Checks Act requires the filing of an
application and issuance of a license before engaging in the business of selling, issuing,
or dispensing checks or receiving money as an agent for obligors for the purpose of
paying obligors hills, invoices or accounts. Section 8-7-1, et seq., Sale of Checks Act
No. 177 authorizes the Commission to accept applications, conduct investigations with
respect to said applications, require bond and conduct examinations as necessary.

FUND 375: Securities Commission Fund. The Commission is responsible for
administering and enforcing laws of the State of Alabama relative to the Alabama
Securities Act, 8 8-6-1, et seq., Securities Act No. 740. The purpose of the Act is to
protect investors from fraud and to preserve legitimate capita markets. The
accomplishment of these objectives is legidatively provided for in five mgor ways: (1)
requiring the registration or the specific exemption from registration of securities prior to
their public or private offer of sale; (2) requiring the registration of broker-dealers and
salesmen and regulation of their activities; (3) requiring the registration of investment
advisers and investment adviser representatives and regulation of their activities; (4)
requiring notice filings of mutual funds, Reg. A, and Reg. D filings under the Securities
Acts of 1933 and 1934; and (5) thefiling of certain other specialized securities offerings
by way of coordination, notification, qualification, or limited exemptions.

FUND 376: Industrial Revenue Bond Notification Fund. The Alabama Securities
Commission acts as a pre-clearance check on certain industrial revenue bonds as
provided for under Section 8-6-110, et seg., Industrial Revenue Bonds Act No. 586. The
Commission reviews and analyzes filings made prior to sale of said bonds to investors
and issues appropriate No Stop Orders.




FEE SCHEDULE




FI LI NG DEFI NI TI ON FEE AUTHORI TY
(3) Expansion Order filing to $250 § 8-6-11(c), Code of
increase the number of Alabama, 1975
purchasers in a limited
offering that has already
been exempted from
registration.
(4) For sale up to 35 Commission Rule
Alabama purchasers in 12 $250 830-X-6-.12(1)(d)(iv)
months.
Extension of the term up to $150 Commission Rule 830-X-
12 months 6-.12(1)(d)(iv)
§ 8-6-10(11)(b)(2), Code
Mutual Fund Registration exemptions for of Alabama, 1975
Exemption Open-End Management
Investment Company:
Total assets less than or $300+ $40
equal to $25 million: new application fee § 8-6-10(11)b.2., Code of
Alabama, 1975
Total assets greater than
$25 million, less than $100 $600+ $40
million: new application fee
Total assets greater than $1,000+ $40 new
$100 million: application fee
Unit Investment Trusts: $200 + $40
new application fee
IDB Industrial Revenue Bonds 1/20 of 1% of principal 8 8-6-115, Code of
are municipal bonds issued amount of described Alabama, 1975
for purpose of constructing bonds. No less than
facilities. $25, but not to exceed
$1,000
Sale of any check, draft,
Sale of Checks money order, or other § 8-7-6, Code of
instrument for transmission Alabama, 1975
or payment of money. 8 8-7-9, Code of
(1)Investigative fee for initial $250 Alabama, 1975
application
(2) Registration fee for $250
principal office
(3) Additional location and $5

agents in the state

(Max registration fee $500,
exclusive of investigative fee)
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FI LI NG

DEFI NI TI ON

FEE

AUTHORI TY

Opinions

Interpretations

$150

§ 8-6-29, Code of
Alabama, 1975

Agent

Any individual, other than a
dealer, who represents a
dealer or issuer in effecting
or attempting to effect sales
of securities.

$50

8 8-6-3(h), Code of
Alabama, 1975

Dealer

Any person engaged in the
business of effecting
transactions in securities for
the account of others or for
his own account.

$200

§ 8-6-3(h), Code of
Alabama, 1975

Investment
Adviser

Any person who, for
compensation, engages in
the business of advising
others, either directly or
through publications or
writings, as to the value of
securities or as to the
advisability of investing in,
purchasing, or selling
securities, or who, for
compensation and as a part
of a regular business, issues
or promulgates analyses or
reports concerning
securities.

$200

§ 8-6-3(h), Code of
Alabama, 1975

Investment
Adviser
Representative

Any partner, officer, director
of or other individual
employed by or associated
with an investment adviser,
except clerical or ministerial
personnel, who (a) makes
recommendations or renders
advice regarding securities;
(b) manages accounts or
portfolios of clients; (c)
determines which
recommendations or advice

$50

8 8-6-3(h), Code of
Alabama, 1975
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FI LI NG

DEFI NI TI ON

FEE

AUTHORI TY

regarding securities should
be given; (d) solicits, offers
or negotiates for the sale of
or sells investment advisory
services; and (e) supervises
employees who perform any
of the foregoing.

Administrative

Fee imposed upon any

Not to exceed $5,000

§ 8-6-19()(2)(5), Code of

Assessment person who violates any for each act or Alabama, 1975
provision of the article or omission. Total
rule or order issued under assessment not to
the article. exceed $50,000

Investigative Investigative costs for Actual costs of 8 8-6-19(k)(1)(2), Code of

Examinations

examinations of violations of
any provision of the article or
violations of any rule.

investigation

Alabama, 1975
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ALABAMA SECURITES COMMISSION STATISTICS
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ALABAMA SECURITES COMMISSION STATISTICS
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FINANCIAL STATEMENT

FISCAL YEAR 2003-2004

Agency Revenues

Authority
§ 8-6-3(h) Investment Advisers & Representatives .........cccooccveeeeeieeiiniiiieieeeeeenne $ 5,162,700
Broker-Dealers & Representatives
§ 8-6-8 SECUNtIeS REJISIIAtION......civiiii e see et e e neeas 52,156
§ 8-6-11 (=T 0T o1 o =TSR 130,500
§ 8-6-19 Administrative Assessments/Investigative Executions
4,958,746
§ 8-6-10(11)(b)(2) Mutual Fund EXEMPLONS .......cooiiiiiiiiiiiee e 4,853,640
§ 8-6-29 (@] 011311 ) ST 1,350
§ 8-6-115 Industrial Revenue BONAS ..........oeiiiiiiiiiiiiiiieeee e 12,522
8§ 8-7-6; 8-7-9 SaAle Of CHECKS ... 29,880
Miscellaneous Revenues
..................................................................... 9,177
TOTAL REVENUES ...ttt ittt sttt et e e st e e e e nbae e e e nnees $ 15,210,671
oI CT=T o =T = U o o PRSP PSR $ 4,902,863
TO Sale Of ChECKS FUNG ....eiiiiiiiiie et e e st e e s st e e e s e ntbe e e nnnbeeeeeneee 29,880
To Securities COMMISSION FUNG ....o.uviiiiiiiiie ittt e st e e st e e s snbbeeeeenee 10,265,406
To INdustrial REVENUE FUNG ........oiiiiiiiiiiee et e e e et e e e e e e s snabereeeee s 12,522
I 1 PR $ 15,210,671
Expenditures
PEISONNEI COSLS ..uviiiiiiiiiie ittt ettt s ettt e s et e e e s este et e e asbbeeeesstaeeeesnbaeeeeansaeeeeansbaeennseeeens $1,701,618
EMPIOYEE BENEFILS ..ottt e ettt e e e e e e e ettt e e e e e e e e nbnre e e e e e e e nneeees 418,554
I AT R3S 7 ) S 14,553
LI AT I (O 1o 1] = L= S 27,851
Y= L= L SRR Y = U101 (=T o F= g o7 30,175
RENEAIS & LEASES ...eiiiiiiiie ittt sttt ettt e sttt e e st b e e e s bttt e e e bbbt e e s bbbt e e s anbeeeeesnneeeeennneeeas 298,819
UtilitieS & COMMUNICATIONS .....viiiiiiieeeiiiiee it ee ettt e ettt e e s sttt e e sttt e e s sbbe e e e abbeeeeanbbeeeeanbbeeeesnbaeeesasreeeeans 35,616
ProfESSIONAI SEIVICES ...eeiiiiiiiii ettt e e sttt e e s ettt e e s abb e e e s abbeeeesbbeeeesntbeeeeans 62,222
Supplies, Materials & Operating EXPENSES ........coiiiiiiiiiiiiiee ittt 98,461
Transportation EQUIPMENT OPEIaAtIONS ........oiiiiiiiieiiiiiie ettt sbb e et e e e anbe e e eneee 19,248
Transportation EQUIPMENT PUIFCHASES ........oiiiiiiiiieiiiiie ittt 18,052
Other EQUIPMENT PUICNASES .....cooiiiiiiiiiiiie ettt ettt e e e e e nnneeas 57,276
I 1 PSSP $ 2,782,445
Additional Transfer to State General FUNG ... 2,500,000
TOTAL EXPENDITURES ...ttt ittt e et a st e e s $ 5,282,445
TOTAL TO GENERAL FUND FOR FISCAL YEAR 2003-2004 ........cccvvvvvvviiiieeeeeeeeenenn $ 7,402,863
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Alabama Securities Commission
Enforcement Division

Administrative Orders| ssued

A compar ative summary of the Enforcement Division's
Fiscal Year 2003-2004 activities are shown on the

following charts.

TYPE OF ORDER Fiscal Year
ISSUED 2003-2004
No. of
Respondents OIEELE
Cease and Desist 86 22
Consent 50 16

Show Cause

Order to Vacate

Permanent Bar

TOTALS 144 42

Restitution
Fiscal Year 2003-2004

No. of Cases: 10

Total Amount: $11,958,356




Alabama Securities Commission
Enforcement Division

Enforcement Activity

Fiscal Year
"I"=Inquiry 2003-2004
"S"=Formal Investigation

As of 9/30/04, there were 23 individuals awaiting Grand Jury, 5
individuals pending arrest, and 11 individuals awaiting trial.
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STATISTICAL SUMMARY

Application Application Renewal Application

10/01/2003 - 08/30/2004

Filed Approved Processed Withdrawn
BrokerDealer 144 135 1527 29
BrokerDealer Agent 2327 22996 64116 0
Eleemosynary Financing Exemplion o4 36 ] (5]
Exempt Consent 18 17 0 0
Expansion Order 2 2 0 0
Industrial Revenue Bond 12 12 ] 0
Investment Adviser - Federal B3 a3 630 3
Investment Adviser - State Registered 18 17 123 2
Investment Adviser Represantative 184 711 2501 0
Limited Offering 263 544 1] 2
Mutual Fund Exemptions 840 B56 5429 1
Registration by Coordination 76 486 0 10
Registration by Qualification 4 4 0 0
Restricted Agenl 48 42 140 1
Sale of Checks Vendor 16 13 52 0

Application
Terminated
17

19634

i
-.‘t

O =30 = O @0~ oo oo

&

Note: The total number of registrations and exempbons issued in fiscal year 2004 was 100,032,




INDUSTRIAL REVENUE BONDS

FY 2003 - 2004
Healih Sarvicas, Inc 1om A3 £402 50 1 E2 A0S SHOS OO0 00
L& E Bupply LLL G 10222003 500,00 102872003 1000, 000 00
AlaETIE Powar FProjecl 12032003 f.000.00 1210472003 50000, D00, 00
Welliom Forest Producs, e 121182003 1.000.00 12222003 3,0300,000.00
L, Lkl D1 222004 450,00 | 01252004 B00,000.00

!l’ll‘ldl_lsh‘lﬂl Devolopment Board of Clarke County)

Waidmann Plastics Technology MNorh Smerica
(City af Aubiirn Industrial Revenis Bonds)

[ 2ar200. 1.000.00 | Dar3nr20d 2200000, 00

|I-'|I.amau-:-na| FPaper Lompany Ca/30r2004 1,000.00 | D4/3072004 30, D0, DG 00
II'|.1|I|‘_'|"||=_-I GroGery Corp. Projecl Q5242004 1,000.00 | 05252004 B, 300, 000 00
The Intuistnal Develapement Board al ke Tty of

10 i 51 D8 172004 67301700
Jaspor, Alabama OB 12004 64 :
Jay Mid-Sputh LLE DB/ 252004 1,000.00 | DEEFR004 2, 00000 D0
Faragon Decors Projeci OT AT 2004 1,000.00 | OFOR2002 PR
Cadals LLC O 2004 BE2.50 | 07232004 1,725 000 0
TOTALS: £0.501.51 $103.803%.047.00
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ALABAMA SECURITIES COMMISSION

770 WASHINCTON AVE, SUITE 570
MONTGOMERY, ALABAMA 36130-4700
TELEPHONE (334) 242-2984
1-800-222-1253
FAX (334) 242-0240
E-MAIL asci@asc.state.al.us

JOSEPH P. BORG
Director

SUSAN B. ANDERSON
Deputy Director /General Counsel

ALABAMA SECURITIES COMMISSION
MEETING OF
NOVEMBER 6, 2003

CHAIRMAN
HAROLD B. KUSHNER
Attorney at Law

YICE CHAIRMAN
J. WRAY PEARCE
Certified Public Accountant

COMMISSIONERS
BILL PRYOR
Anerney General

ANTHONY HUMPHRIES
Superintendent of Banks

WALTER A. BELL

C af | ]

TYROME C. MEANS
Attorney al Law

DANIEL C. HARDMAN
Certified Public Accountant

The Alabama Securities Commission held a quarterly meeting on November 6, 2003, at
9:00 a.m., in the Conference Room located on the 5% Floor of the RSA Plaza Building, 770
Washington Avenue, Montgomery, Alabama. Notice of the time and place of this meeting was
published in the Montgomery Advertiser, Birmingham News/Post Herald, Huntsville Times, and

the Mobile Register.

Commission Members Present Were:

Hon. Harold B. Kushner, Attorney, Chairman
Hon. 1. Wray Pearce, CPA, Vice-Chairman
Hon. Daniel Hardman, CPA

Hon. Tyrone Means, Attorney

Hon. Bill Garrett, Asst. Attorney General (Representing the Attorney General)

Commission Members Absent Were:
Hon. Anthony Humphries, Superintendent of Banks
Hon. Walter A. Bell, Commissioner of Insurance

Staff Members Present:

Joseph P. Borg, Director

Susan B. Anderson, Deputy Director

J. Randall McNeill, Deputy Attorney General
Edwin L. Reed, Associate Counsel

Christie Rhodes, Executive Assistant

Chairman Kushner called the meeting to order at 9:00 a.m. As the first order of business,

Chairman Kushner requested the Commissioners to review and approve the minutes of the

August 13, 2003, meeting. Commissioner Pearce moved to approve the minutes and

Commissioner Hardman seconded the motion. The motion carried unanimously.



Under new business, Director Borg advised the Commission that Senior Special Agent
James G. Pugh has announced his retirement Jannary 1, 2004 and that Special Agent Ricky
Locklar has been appointed as Acting Senior Special Agent effective the date of Mr. Pugh’s
retirement. Director Borg advised that a number of Mr. Pugh’s duties in the administrative area
were being reassigned to other employees of the agency, and that he anticipates splitting the
Enforcement Division between the supervision of Senior Special Agent Michael Foley and
Acting Senior Special Ricky Locklar. However, these plans are still in the formation process,
and the Commissioners will be kept posted on any developments.

Director Borg next gave the Commissioners a status report on the WBI case, and the
disbursement by the Commission of funds to victims. The Commission confiscated
approximately $2.6 million dollars in investor funds, and those funds have now been repaid to
investors. However, after payment, it was learned that certain victims had received
overpayments and certain victims had received underpayments of amounts due to them.
Although it is still not clear how this occurred, it appears that there was a computer error in the
program which caused some miscalculations to occur. Director Borg advised that he has already
notified the Examiners of Public Accounts of this situation, and that the Department intends to
provide an auditor to assist the Commission in remedying this situation. Director Borg also
advised that he has placed the fidelity bond insurer on notice of a potential claim, in the event the
staff is unable to obtain refunds from all investors who received overpayments.

Next, Director Borg provided the Commissioners with a pamphlet he intends to distribute
to the members of the Sunset Review Committee, which is meeting today at 10:00 a.m. Director

Borg intends to orally provide the Sunset Review Committee with information concerning the



activities of the Commission, including its public education campaign and press clippings. All
Commissioners present plan to attend the Sunset Review Committee meeting with the staff.

Chairman Kushner adjourned the meeting at 9:40 a.m,
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CHAIRMAN
HAROLD B. KUSHNER
Attorney at Law

ALABAMA SECURITIES COMMISSION N
1. WRAY PEARCE
770 WASHINGTON AVE, SUITE 570 Certified Public Accountant
MONTGOMERY, ALABAMA 36130-4700  COMMISSIONERS
TELEPHONE (334) 242-2984 BILL PRYOR
1-800-222~-1253 Attorney General
FAX (334) 242-0240 ANTHONY HUMPHRIES
JOSEPH F. BORG E-MAIl asc@asc.state.al.us Superintendent of Banks
Director WALTER A SELL
SUSAN B. ANDERSON Commissioner of Insurance

Deputy DirectorGeneral Counsel

ALABAMA SECURITIES COMMISSION
MEETING OF
JANUARY 6, 2004

The Alabama Securities Commission held a quarterly meeting on January 6, 2004, at
1:30 p.m., in the conference room located in the Alabama Securities Commission offices an the
5™ Floor of the RSA Plaza Building, 770 Washington Avenue, Montgomery, Alabama. Notice
of the time and place of this meeting was published in the Montgomery Advertiser, Birmingham
News/Post Herald, Huntsville Times, and the Mobile Register.

Commission Members Present Were:

Hon. Harold B. Kushner, Attorney, Chairman

Hon. Daniel Hardman, CPA

Hon. Tyrone Means, Attorney

Hon. Antheny Humphries, Superintendent of Banks

Hon. Walter A, Bell, Commissioner of Insurance

Hon. Bill Garrett, Assistant Attorney General (Representing the Attorney General)

Commission Member Absent But Listening By Telephone (non-voting) Was:
Hon. §. Wray Pearce, CPA, Vice-Chairman

Staff Members Present Were:

Joseph P. Borg, Director

Susan B. Anderson, Deputy Director

Christie Rhodes, Executive Assistant

Chairman Kushner called the meeting to order at 1:30 p.m. As the first order of business,
Chairman Kushner requested that the Commissioners review the agenda for the meeting and the
Commissioners unanimously approved the agenda. Chairman Kushner then requested the
Commissioners to review and approve the minutes of the November 6, 2003 meeting.

Commissioner Means moved to approve the minutes and Commissioner Humphries seconded

the motion. The motion carried unanimously.



Under new business, Chairman Kushner called upon Director Borg to provide the
Commission with a first quarter report of the activities of the Commission. Director Borg
provided the Commissioners with information concerning the receipts and disbursements of the
Commission, as well as a personnel report. Director Borg advised that Senior Special Agent
James G. Pugh had retired on January 1, 2004, and that Special Agent Ricky Locklar has been
temporarily placed in this position. There are a number of other openings on the Commission
staff that need to be filled, particularly in the Registration Division. Director Borg also advised
the Commission concerning the global settlement with the Wall Street financial firms, and how
Alabama’s share of the settlement funds were distributed between the General Fund, the
Attorney General’s Office, the Commission and the Investor Protection Trust.

Director Borg next called the Commission’s attention to the ongoing jnvestigation of
Wealth Builders International and its owner, Terry Harris. Commissioner Means moved for an
executive session to discuss an ongoing investigation and Commissioner Bell seconded the
motion. The Commission entered into executive session.

Upon conclusion of the discussion of the Wealth Builders International (“WBI”) case,
Chairman Kushner resumed the regular meeting. Director Borg advised the Commission that, in
the interest of the public pursuant to §8-6-15 and Rule 830-X-2-.04, he has released a number of
documents obtained during the course of the WBI investigation in order to refute the
unsubstantiated allegations being made by members of WBI. The Commissioners were in
agreement with this approach.

Director Borg then directed the Commissioners attention to a draft of the Alabama
Uniform Securities Act and a listing of the Commission staff’s objections to the Act, as drafted.
The draft was prepared by the Alabama Law Institute, and the staff is concerned about certain

non-uniform law changes proposed by the banking lobby. The staff intends to continue to work



with members in the banking industry to attempt to resolve the issues raised by these proposed
changes. However, in the event those negotiations are unsuccessful, the staff may oppose the
Act as currently drafted.

Director Borg gave the Commission a brief update on the status of the Commission’s
activities concerning Worldcom (now MCI) and its bankruptcy, financial difficuities and
potential actions which might be taken by the Commission. A brief report was then given
concerning the internal restructuring of the Enforcement Division, including the fact that the
Special Agents will be divided between the two Senior Special Agents for supervision and that a
permanent complaint officer will be named.

Commissioner Bell requested the Commission’s suppert on the fraud bill being
introduced into the Alabama Legisiature during this legislative session and Commissioner Bell
will be forwarding a copy of the proposed legislation to the Commission staff. Having no other

business, the Chairman Kushner adjourned the meeting at 2:40 p.m.

‘Z/M///// .

HAROQO Lb B KUSHNER
CHAIR
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CHAIRMAN

ALABAMA SECURITIES COMMISSION B B T
Attorney at Law
¥ICE CHAIRMAN
770 WASHINGTON AVE, SUITE 570 i WRAY PEARCE
MONTGOMERY, ALABAMA 36130-4700 Certified Public Accauntant
TELEPHONE (334) 242-2984
1-800-222-1253 COMMISSIONERS
FaX (334) 242-0240 TROY KING
E-MAIL asc@asc.state.al.us Attorney General
ANTHONY HUMPHRIES
JOSEPHP. BORG Superintendent of Banks
[hrector
SUSAN B. ANDERSON WALTER A. BELL

Deputy Director/General Counsel ¢ommissioner of Insurance

TYRONE C. MEANS
Attorney at baw

ALABAMA SECURITIES COMMISSION DANIEL C. HARGMAN
MEE.ILNG OF Certified Public Accountant
APRIL 22, 2004

The Alabama Securities Commission held a quarterly meeting on April 22, 2004, at
10:00 a.m., in the conference room located in the Alabama Securities Commission offices on the
5™ Floor of the RSA Plaza Building, 770 Washington Avenue, Montgomery, Alabama. Notice
of the time and place of this meeting was published in the Montgomery Advertiser, Birmingham
News/Post Herald, Huntsville Times, and the Mobile Register.

Commission Members Present Were:

Hon. Harold B. Kushner, Attorney, Chairman

Hon. J. Wray Pearce, CPA, Vice-Chairman

Hon. Troy King, Attorney General

Hon. Daniel Hardman, CPA

Hon. Tyrone Means, Attorney

Hon, Waliter A. Bell, Commissioner of Insurance

Hon. Bill Garrett, Assistant Attorney General (Representing the Attorney General)

Commission Member Absent Was:
Hon. Anthony Humphries, Superintendent of Banks

Staff Members Present Were:

Joseph P. Borg, Director

Susan B. Anderson, Deputy Director

Christie Rhodes, Executive Assistant

Chairman Kushner called the meeting to order at 10:05 a.m. As the first order of
business, Chairman Kushner requesied that the Commissioners review the agenda for the

meeting and the Commissioners unanimously approved the agenda. Chairman Kushner then

requested the Commissioners to review and approve the minutes of the January 6, 2004 meeting.



Commissioner Hardman moved to approve the minutes and Commissioner Means seconded the
motion. The motion carried unanimously.

Under old business, Chairman Kushner called upon Director Borg to give the March
2004 - Second Quarter Report to the Commission. Director Borg first welcomed to the meeting
Attorney General Troy King, who has been appointed to this position since the January meeting
of the Commission. Director Borg next provided the Commissioners with information
concerning the receipts and disbursements of the Commission, as well as a personnel reportt.
During a discussion concerning the disbursements of the Commission, questions were raised
concerning the status of Jordan v. Riley, et al, litigation that is currently pending against a
number of State officials in their official capacity and which involves appropriations made by the
Legislature from Securities Commission funds. Commissioner Hardman moved for the
Commission to enter executive session to discuss this pending litigation, and Commissioner
Means seconded the motion. The motion carried unanimously.

Upon emerging from executive session, Director Borg provided the Commission with
Registration and Enforcement statistics.

Under new business, Director Borg provided the Commission with an update concerning
the Wealth Builders International case. In that this case involves potential litigation,
Commissioner Bell moved to enter executive session to discuss active litigation. Commissioner
Pearce seconded the motion, and the Commission entered executive $ession.

Upon emerging from executive session, Director Borg provided the Commission with a
report concerning his recent trip to Vienna to speak at the United Nations Commiitee on
International Trade and Law. Director Borg also provided the Cominissioners with a copy of
Governor Riley’s recent Proclamation, denoting April as the “Facts On Saving And Investing
Campaign Monpth” for the State of Alabama. This Proclamation was presented to Chairman

Kushner and Deputy Director Anderson on Friday, April 16, 2004,

2



Having no other business, Chairman Kushner adjourned the meeting at 13:30 a.m.

b flt

HA OLDB KUSHNER




ALABAMA SECURITIES COMMISSION

770 WASHINGTON AVE, SUITE 570
MONTGOMERY, ALABAMA 36130-4700
TELEPHONE (334) 242-2984
1-800-222-1253
FAX (334) 242-0240

JOSEPH P. BORG E-MAIL asc@asc.alabama.gov

Director

SUSAN 8 ANDERSON
Depuly Directar /General Counsel

ALABAMA SECURITIES COMMISSION
MEETING OF
AUGUST 23, 2004

CHAIRMAN
HARCH D E. KUSHMER
Attorney at Law

VICE CHARMAN
I. WRAY PELARCE
Certified Public Accountant

COMMISSIGNERS
TROY KING
Attorney General

ANTHONY HUMPHRIES
Superintendent of Banks

WALTER A_ BELL
C iS5k of | ]

TYROME C. MEANS
Attorney at Law

DANIEL C. HARDMAN
Certified Public Accountant

The Alabama Securities Commission held a quarterly meeting on August 23, 2004, at

2:00 p.m., in the conference room located in the Alabama Securities Commission offices on the

5% Floor of the RSA Plaza Building, 770 Washington Avenue, Montgomery, Alabama. Notice

of the time and place of this meeting was published in the Montgomery Advertiser, Birmingham

News/Post Herald, Huntsville Times, and the Mobile Register.

Commission Members Present Were:

Hon. Harold B. Kushner, Attorney, Chairman
Hon. J. Wray Pearce, CPA, Vice-Chairman
Hon. Daniel Hardman, CPA

Hon. Tyrone Means, Attorney

Hon. Walter A. Bell, Commissioner of Insurance

Hon. Bill Garrett, Assistant Attorney General (Representing the Attorney General)

Commission Member Absent Was:
Hon. Anthony Humphries, Superintendent of Banks

Staff Members Present Were:
Joseph P. Borg, Director

Susan B. Anderson, Deputy Director
Christie Rhodes, Executive Assistant

Vice-Chairman Pearce called the meeting to order at 2:01 p.m. As the first order of

business, Vice-Chairman Pearce requested that the Commissioners review the agenda for the

meeting. Commissioner Bell moved to approve the agenda and Commissioner Hardman

seconded the motion. The motion carried unanimously. Vice-Chairman Pearce then requested



the Commissioners review and approve the minutes of the April 22, 2004 meeting.
Commissioner Means moved to approve the minutes and Commissioner Hardman seconded the
motion. The motion carried unanimously.

Under old business, Chairman Kushner calied upon Director Borg to give the July
Monthly Report of the operations of the Commission. Director Borg provided the
Commissioners with information concerning the receipts and disbursements of the Commission,
as well as a Personnel Report and Registration and Enforcement Statistics. Director Borg
reported to the Commission that it appears that several large multi-jurisdictional task torce
investigations appear ready to settle and that he will provide them with further information
regarding these matters, when, and as, they occur.

Under new business, Director Borg provided the Commission with the Fiscal Year 2004-
2005 Operations Plan. Built into this plan is an approximate ten percent increase in expenses,
which is made up in large part of personnel costs and equipment. The Fiscal Year 2004-2005
Operations Plan is attached hereto as Exhibit “A”.

Deputy Director Anderson was then called upon to provide the Commissioners with the
history prompting the staff to recommend amendments to two existing administrative regulations
of the Commission. The two Rules which will be affected by the amendments are Rule 830-X-3-
.05(3) and Rule 830-X-3-.14(1)(m), both of which pertain to information which is required to be
reported to this Commission by registered brokers, agents, investment advisers, and investment
adviser representatives. The proposed revisions are attached hereto as Exhibit “B” and Exhibit
“C”, respectively. A general discussion ensued concerning the impact of these revisions. Vice-
Chairman Pearce then moved to approve the proposed amendments to the Rules and

Commissioner Bell seconded the motion. The motion carried unanimously.



The Director then advised the Commission that it was necessary to enter executive
session in order to discuss the good name and character of an individual. Commissioner Bell
moved to enter executive session, and Commissioner Pearce seconded the motion. The motion
carried unanimously, and the Commission moved into executive session. The Commissioner

emerged from executive session, and the Commission meeting was adjourned at 3:30 p.m.

/~CHAIRMAN



Exhibnt A

STATE OF ALABAMA
ES0 Form Mo, 8
Revision Mo.

Date

OPERATIONS PLAN
Fiscal Year 2004-05

Agency Mame, Alabama Securties Commission

Agency Mo,

335

Approprigtion Unit Name: Agency Apprepriation Summary

Activity Mame:  Secusities Regulzton

Budget Crg MName.

Appropriation Unit No.
Actvity No..
Butdget Org. No..

Obiective:

N First Quarter Second Quarter | Third Quarter Fourlh Quarter Tetal
NUMBER OF EMPLOYEES 5500 55.00 £5.00 5500 KXXXAXX
Code Expenditures By
MNa, WMajor Object:

31 Personnel Costs 456,350 646,860 5¥7 560 547 540 2,428,820
02 Employee Benefits 215885 225750 201 485 100,831 834 161
03 TravelIn-Stawe 2C,000 20,000 20.000 20,000 20,000
04 Travel2ut-Cf State 10,000 7550 7500 5,000 20,000
03 Repairs & Mainienance 10,230 10,000 3000 5,0C0 30,000
N6 Renzals and Leases 100.G00 45,000 BS 000 20,000 350,000
07 UtitiestCommunicaticns 15.050 15,000 15,000 15,00C 60,000
08 Professional Services 125,000 40,000 40,000 35,000 250,000
09 Supplies, Matls, Op Exp 130,000 50,000 25,000 25,000 200,000
15 Transp Equip Operations 7.0Co 5,00C G000 6,000 25002
1% Grants ang Senefits A0 H00
12 Capital Qutlay
13 Transp Equip Purchaszes 75,000 75,000
14 Other Equip Purchages 50,000 40,000 40,000 20000 150,00¢
15 Cebt Sevice
16 Miscellancous
TOTAL EXPEMDITURES L 4 008,845 3,781,110 3.647,955 3,574,571 13,013,481
SOURGCE OF FLINDS
Fund Mo Fund Name;
0374 Sale of Checks Fund 20.000 20000
0375 Securities Cormm Fund 1,344 845 1.756,110 1,023 G55 440 571 4,473 481
0375 Transter to General Fa[
frem Sec Comm Fund 2625000 2625000 2 E25.000 2 B25, 000 10.500.000
0378 Industria Revenue Bong 20,000 N 20.000
TOTAL SQURCE OF FUNDS 4,004 845 3,781,110 \\ 3.647 955 3574571 15,013,481

EBO USE QKLY
DATE: ) /’_f___L:\}{:% -2
A o Approved; e — e -

—_— i Agency head _ -
& \ gency — — T T T
Revised /92
4 Dale

Page




STATE OF ALABARA
EBZ Form MNa. 8
Fevisicn Mo,

Agency No 325

OFERATIONS PLAN
Fiscal Year 2004-05

Ageney Name: Alabama Securities Cammission
o

Apprepriation Urt Mame:
Activity Mame:

fegulatory Services Approprgtion Unit Mo, _ 041

Securites Hegulation Activity Mo 0029 _

Hudger Org. Mame: _

Budget O:g Mo

QOb;ective:;

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

Total

NUMBER OF EMPLOYEES

0.2 KXHAAAN

Code Expenditures By
Ne. . Major Object:
1 Personnel Costs

20,000 20 000

02 Employee Benedits

03 Travel-In-Etate

Cd Travel-Cut OF-State

05 Repairs & Maintenrance

05 Rentals and Leazes

C7 ikt es/ Zommunicatians

(&8 Professional Services

U9 Supplies, Mat!s, OpExp

10 Transp Equip Operations

11 Grants and Henefits

12 Capita; Oullay

13 Transp Equip Purchases
.

14 Dther Ecvuip Purchases

15 Debt Seivee

16 Miscellaneous

TOTAL EXPENDITURES

SOURCE OF FUNDS
Fund Mo, Fund Mame:

20,000 20,000

0374 Gale of Checks Fund 20,000 20,000

| TOTAL SOURCE OF FUNDS
EBO USE ONLY

20,000 20,00C

CATE:

A _ Appraved:

Agercy Head

Reiged G192

Date
Fage 2



STATE CF ALABANA
EROFerm Mo, 8
Revision Mo

[RELC]

OPERATIONS PLAN
Fiscal Year 2004-05

Agancy No

Agency Name: Alabarma Securities Cammission

Revsed 6/92

Page 3

Approprigtion Unit Name:  Regulatory Services Appraprigton Unt do: 041
Activity Mame'  Secusties Regulation Activity Mo o023
Budget Org. Name- _ Audget Qrg. Moo
Chjective:
First Quarter Second Quarter Third Quarter Fourth Guarter Total
WUMBER [OF EMPLOYEES 54 B0 55.00 55.00 55.00 XIIIHXK
Cwole Expenditures By
MNo. Majar Object:
01 Hersonnal Costs 6156 360 245 BE0 577,580 247 hidl) 2,358 820
U2 Employee Benefts 215,588 225750 209.485 190,931 834,161
03 Travel-n-State . 20,060 20,002 20,000 20,000 822,002
G4 Trave!-Gut-0f-State 10,006 7,800 7800 5,000 A0,00C
05 Repairs & Mantenance 10,00C 10,000 5,000 5,000 34,200
G Rentals and Leases 100,000 85,000 85,000 801,000 350.000
C7 Utilities/Communications 15,000 15,000 15,000 15000 0,000
048 Professional Services 125 00D 50,000 40 GO0 15 000 250,000
0% Supphes, Matls, Op Exp 100,000 20,000 29,000 25,000 200,000
13 Transp Equp Operations 7,000 5,060 6 000 6,000 Z5.0060
1 Granis anc Benefits ang aC0
12 Capital Dutlay
‘13 I:ansp Equio Purchases 75,000 75,000
14 Cthar Equip Murchases 20,000 40,000 40,000 20,570 156,000
15 ekt Service
16 Miscelanecus 2,525,000 2625000 2825000 2.625,00C 10,500,060
TQTAL EXPENDITURES 3,943 645 C37a 110 3,647 955 3574571 14 873,481
SOURCE OF FUNDS
Fund flo. Fund Narne:
0375 Secunties Comm Fund 1,344 Bay 1,156,110 1,022,855 849 571 4473881
0475 Transfer to General Faf i
from Sec Comm Fund 2525,000 2 B25.000 2525000 2.625,0C0 10,500,000
TSTAL SOURSE OF FUNDS 3.09649 845 A781,110 3647955 3 574,571 14 573,481
EHO0 USE ONLY i
OATE: .
Al _ Approved

Agency Hlead

Date



STATE OF ALARAMA
E20 Furm Mo, &
Fewsion Mo,

Date=

OPERATIONS PLAN
Fiscal Year 2004-05

Agency No

Agency Name: Alabama Secumnties Commission

Approgriatan Unit Mare,
Activity Mame:
Budget Org. Mame-

Requlatory Services

Securites Regulatian

Appropriation
Activity Mo
Sudget Org. No

029

Unit Mo _ 049

Okjestive:

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

Tatal

NUMEFR OF EMPLOYEES

020

HAKIAKA

Cade Expenditures By
Na, Majar Ohject;

01 Personnel Costs
02 Employee Benefits
03 Travel-Ir-State
04 Travel-Out-Of-State
04 Repairs & Mainterance
05 Rentals und Leases
07 Utilites! Comnicricaticrs
08 Professional Services
G4 Bupplies, Matls, OpExp
0 Transp bEquip Operations
11 Grants and Henefits
12 Capita: Outlay
13 Trarsp Equip Purchaszes
14 Cther Equip Purchases
1.z Debt Sorvics
18 Miscellaneous

TOTAL EXPENDITURES

SOURCE OF FUNES

Fund Ma, Fund Hame:

0378 Incustriai Revenue Bong

~und

TOTAL SOURCE OF FUNDS

20000

20,060

20,000

230,000

20,000

20,000

20030

20.000

EBQ USE ONLY

DATE: B

Rovized /92

Aoproved:

Hage 4

Agency Head

Date



EMPLOYEE STAFFING PLAN
FISCAL YEAR  2004-2005

AGENCY NAME  Alabama Securities Commission

EBQ Form Mo, 9

Rewvision Mo,

4 =
\

N

104/2004 9/30:20058 10412004 F30/Z003 Fry 2003-2004 FY 2004-2003
NUMBER NUMBER NUMBER NUMBER TOTAL TOTAL
CLASS FULL-TIME FULL-TIME PART-TIME PART-TIME AMNMNUAL ANNUAL
CLASSIFICATION COOE EMFLOYEES EMPLOYEES EMPLOYEES EMPLOYEES SALARY SALARY
Clerical Aide 10103 1 2 13,434 24,758
Clerk 10121 2 3 14 058 52 403
Executive Secretary 10146 1 1 37,250 37.251¢
Administrative Support Asst | 10196 4 5 52,971 91.078
Administrative Support Asst | 16187 2 3 45 568 54,740
Administrative Support Asst |1l 10198 1 27,079
IT Systems Specialist 10528 1 1 52,468 55,428
Account Clerk 10602 1 1 28,851 29,851
Accountant 10611 1 27,082
Senior Accountant 10613 1 | 51,135 33,545
Training Specialist | 10821 1 27,758
Training Specialist 1| 10822 1 1 42,039 44,007
Special Agent 11280 8 10 374,983 464 108
Senior Special Agent 11284 1 2 g84.478 120,477
Seaurities/ins. Registration Mgr. 11285 2 2 111,784 117 801
Securities Analyst 11286 [+ a 211,049 3a7 202
Cerputy Director 11288 1 1 118,922 115 822
Director 112580 i 1 118,822 118,922
Legal Research Assistaat 11503 1 2 36,348 67.15%
Attorney Il 11530 1 2 52 468 115,359
Attorney lll 11533 2 141,373
Student Aide 11801 1 2 4 444 32,209
Executive Aseistant || 9u002 1 40,056 4 522
Executive Assistant || 95003 i 37,189
Deputy Attorney Generat 89417 1 1 95177 93,177
Lengevity 10,800 15.8G0
:Board Member Compensation 800 1.000
Subsistence Pay - 21,732 32,400
Terminaticn Costs 32 389 63,071}
4 TOTAL 38 i3] 0 i 1,703,256 2,428 820
A7 = e
Agency Head ‘“——lllk‘:\a_‘z_'\\%‘?:& Date
Page _ 1 of 1 Puage 5



slate of Alabama
EBOD Fann No, 10

ALABAMA SECURITIES COMRISSION
Cepartment

QUARTERLY PERFORMANCE REPORT

FY 2004-05
PERFORMANCE FIRST QUARTER SECOND QUARTER THIRD QGUARTER FOURTH QUARTER
INDICATCRS Budgeted Actual Budgeted Actual Budgeted Actual Budneted Actual

Investigations Qpened - 8" 12 11 11 11
Irvestigations Closed - "S§" 10 10 10 10
investigations Opened - " 28 27 27 28
Investigations Closed - "I 25 25 25 25
Administrative Actions {Respondents) 29 29 29 28
Civil Actions 0 0 o 0
Receiverships Appointed 0 0 o} 0
Rescissian Ofters Obtained 1 1 J 1
Indictments Chtainad 3 3 3 3
Arrast Warrants Obtained 1 0 1 0
Arrests Made 3 3 3 3
Convictions Obtained 4 4 4 3
Public Warnings Issued 2 2z 1 1
Referrals to other Agencies 2 2 2 2
Registrativn by Coordinaticn 25 12 15 18
Registraticn by Quatification 1 1 1 0
Registration by Nctifications 0 0 2 0
Exemption by Rule / Nolice Filings (Reg T Sule 506) 105 140 125 85
Exemption by Order 1 2 1 1
Exemption by Eleemasynary 12 10 12 16
Sxemplion by Mutual Fund 1,660 1675 1,600 1,765
Sroker Dealer Firms 40 1,630 55 35
Broker Dealer Salesmen 4,500 72,000 5,800 5,200
Investment Adviscr Firm Registrations 5 75 10 10
Investrnent Advisor Firm Nobice Filings 23 855 3Q 15
investmant Advisor Representatives 200 2,830 a7 175
Sale of Checks 5 45 5 5
Industrial Revenue Bonds 5 5 10 5

Paye 5
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the f£1ling with the Commission of financial reports
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of the commission staftf, their most recent financial
statements audited in accordance with generally accepted
suditing suandards accompanied by an ungualified cpinion
cf ar independent certified public accountant registered
with the Alabama 5tate Board of public Accountancy or 4
similar board of rhe state in which the certifying
Accountant resides.

(d) Any financial statements supbmitted O the
Commission staff for the purposes of satisfying &
request made pursuant te subdivision (3) (ot of this rule
must accurately represent the financial condition of the
dealer or investment adviser as of a qate within twelve
months of the date of such reqguest.

(4] niLtached to every balance shecet OF financial statement
which may b requirea to e submitted ©O the Commission
shall be an ocath or affirmation that such statement is true
and correct to the best knowledge, informatior, and belief,
after a diligent inguiry, of tne perscid making Such oath o©r
affirmaticn. The cath or affirmation shall be made before 4
person authorized tO administer such cath or affirmation.
It the dealer or investment adviser is a sole
proprietorship, the cath o©r affirmation snall ne made DY
tne proprietorn; if a partnership, by & general partner; if
a corporation, by a duly suthorized officer; and 1f a
rrust, Dby a trustee.

(=) gecurities 1n whicn an applicant has an 1nterest
diaclosed in the balance sheet OF financial statement snall
be listed 1in a separate schedule and valued at cost. Market
value of such sccurities shall be shown parenthetically as
of a date within thirty (30) days of the date of filing any
application.

Author: Alabama Securities Commiésion

Lad

Statutory Authority: 999§E9£_§ia. 13 §8-06-2

|.U‘

r

History: Filed September 30, 1682 . Readopted: Filed
November 9, 1983. Emergency rule £iled December 22, 1983.
Amended: Filed September 28, 1950C. amended: Noverper 19,
2004. Ed. Note: rormerly Rule 830-%-3-.03.
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{43 Atlached Lo every halance sheet o financial statement
which may ke required toc be gubmitied to the Commission
statement 1z True

shail pe an opath or aifirmation that s1CNH
and ccrrect Lo the bess krowladfo, informaticn, and
afier a di ligent inguiry, of ‘he person making such Odtn on
sffirmation. The ~ath or sffirmation shall pe made hefore &

porsorn suthorizeg T adrminister such oath or arfirmaticn.

11 the dealer cr investment zgviser is a sole
proprictorshjp, the oath of affirmation shall he mads by
the progrietor; if oa pﬁr“nezudlp, by a general partner; if
4 corporaiicli by & duly  aut thovized officers; ana . fE oA
frusl, oDy & Lrust=c.

(5% Securities in which an applicant has an interest
discioaed in the vatance sheel O sipancial statement shall
he .isted in a sopsrata Sﬁﬁoduln and wvalued atl cost. WMerkel
value of such socurities snall be shown parenthotically as
of a date within thirty (30) days of s he date of filing any
application.

Author: Alabama Securities Comnmission

gtatutory Authority: gggg_gg_hla._l9 5, §8-6-23.

History: Filed Seplt cmser 30, 1982, Readopted: riled
Noveroer 2 1483 . Emergency rule filed Necemrber 27, 1eas.
amended: Filed Sepfember o4, 19%0. Ed. Note: Formerly Rule
930-¥-3-.03.



Exhindt C

g30-X-3-.14 Records Required Of Registered Dealers.

(1)  Every dealex registered in +this states except 289
otherwlse provided by this rule, shall make and keep
~urrent the following books and recoras relating to 1ts

pusiness as provided herein:

(a) BloLuters {

contalining &N itemized dally recora of a..-
sales of securities, all receipts and deliveries of
securities (including certificate numbers), all recelpts
and dishursemnents of cash and all other debhits ana
credits. Such records shall show the sccount for which
cach such transaction was cffected, the nanme and amount
of securities, the unit and aggregate purchase OT sale
price (1 anyi. the trade date, and the name ©OT othex
designatlicn of the persen from WhOT purchased OfF
received or TO whom scld or deliverec.

or other recoras ot original enthry)
m 3L

(b) Leqqers (or other records) refiectindg 211l azssets and
1iabilities, InCOME and sxXpenses and capital accounts.
() Ledger accounts (cr other records) itemizing

separately as to each cash and margin account of every
cusztomer and of such dealer and partners trrereof, ail
pUrchRases, cales, rccelpts, ana deliveriles of gecuritlies
£or such account  and all other debits and credits to
such account.

v Ledgers (07 other records; reflecting the followlng:

fa
Lo

1. Securities in Ltransfer;

2. Diviaends and interest receivec;
3. Sequrities bhorrowed and securities 1oancd;

4. Mcenles borrowed and monLes loaned (togelher with &
record of the collateral therefor and any
gupstitutions in such collaterall;

s

5. Securltles failed TC racelve and failec o celliver.

(e}t N securities record or ledger reflecting separately
for each security as of the clearance dates all "long”
or "shotrt” posirions fincluding securitles imn

safereeping] carried DY such dealer for its account o34



for the account of its customers or partners showing the
1ocation of all securities "long” and the offsetting
position Lo all securitiles mehort” and in all Cases the
name and desigration 5f the accocunt in which each
position 18 carried.

iy A rmemorandurnn of ceach Drokerace order, and of  any
otrer instructicn, given oI receivea for the purchase C©I
sale of securities, whether executed OT unexecuted. Such
menorandum shall show the Terms and conditions of the
order Or instructions and of any modification O
cancellaticn rrerecof, the account cor which entered, the
time of entry; the price at which executed and, to the
extent feasible, yhe time of execution o cancellation.
Orders entered pursuaint {o the cxercise of discretionary
power by such dealer, or any erployee thereof, shall be
so designated. The rerm "instruction” shall be deemed tO
include instructions beltween partners and employees of a
dealer. The term niime of entry” «chall be deemed to meanl
! time when such dealer Gtransmits +he order oI
instruction for exacutlion QY if it is not S0
transmitted, the {ime when 1t 18 recelived.

(qg) A remorandum of each purchase and saie of securities
for the accouht of such dealer showing the price and, to
the extent feasible, the time of execution; and, in
addition, where such purchase OF sale is with a customer
orher tnan 4 caler, 52 memorandum Of cach order
received, Showing the +time of receiot, Che terms and
conditions of the order, and the account 1in which it was
cntered.

(h) Copies of confirmation of all purchases and sales cft
cecurities and C a5 of notices of all other debits ancd
credits for sec ities, cash, and other items for the

i
sccounts of customers and partners of such dealers.

(iy A record in respect TC ecach cash and margin account
with such dealer containing the name arnd address oI the
peneficial ownerl of such account and, in the case of a
margin account, the signature nf such owner: provided,
that in iLng CAse of a joint account or an account 0 &
corvoration, such records are regquired only 1in resgect
o the person or persons authorized TO transact business
for such account.



(7} A record of all puts, calls, spreads, straaddles, and
cther options which such dealer has granted cr
guaranteed, containirng at least an identification cf the
security and the number 0 units involved.

(k) 2 record of the proof of money balances of all
ledger accounts in the [form of trial balances. Such
trial balances shall be prepared currentiy &t least onc
a month,

(1) An application for cmployment executed by each
associated person of such dealer, which application
shall he approved in  writing by an authcrized
representative ol such gealevr and shall contain at :xeast
the tollewing information with respect to such person:

1. INare, address, socizal  sSecocurity  nurper and the
starting date of employment or other association with
the dealer;

2. Date of opirths

3 The ecducational institutions attended and whether

or not graduated therefrom;

4. &L complete consecutive statement of all business
connections for at least the preceding seven (7
years, including reascns for leaving each prior
employment, and whether the employment was part-time
or [ull-time; :

5. A record of any denial of membership of
registration, and of any disciplinary action taken Or
sanction imposed, upon such assoclatea wpersen Dby any
federal or siate agency, Or by any rational =ecurities
exchange or national securities asgociation, including
any finding that such azssociated person was a cause of
any disciplinary action or hed vicolated any law;

6. n record of any denial, suspension, expulsion or
revocation: of mempership in any national securities
associavion, securities exchange, OT registration with
any state, federa. or governmental agency, with which
such assocliated person was associated in any capacity
when such action was taken;



7. A record of any permanent or temporary injunction
entered against him or any member of a national
securities association or stock excharge, or dealer
with which such asscciated persen was asscciated in
any capaclty at the time such injunction was entered;

B. A rccord of any arrests, ilnalctments or coenviciicns
for any  felony c¢r any nmisdersancr, gXcept mincr
tratffic offenses, of which such associated person has
been the subject;

I record of any other name cor names by which such
assoclatea  person  has  keen  known  or  has  used;
provided, however, that 1f such assoclated person has
been registered as a registered representative c¢f such
dealer with, or such asscciated person's enployment
has keen approved by the Narzional Association of
Securities TDealers, inc., or the American Stock
Exchange, the Boston Stock Exchange, the Midwest Stock
Exchange, the New York Stock Exchange, the Pacific
Coast 5Stock Excharge, or the Phiradelphie~Baltimore-
Washington Stock Exchange, then retcention of a full,
correct, and complete copy of any and all applications
for such registration or approval shali be deemed to
satistiy the requirements of this subparagraph {(1}.

W

_._ tinless otherwize provided by order of the Conmimission. cach_registered
dcahJ shall make. maintain and preserve books and records in compliance u1th s,
Securtiies and Eschange Commission Rules 17a-3 (17 CF.R. 240.17a-3 (1991)).
t7a-4 (17 C.F.R. 240.17a-4 (1991 Iﬂc;—é 17 CIR. 240.15¢2-6 (1991)) and
15¢2-11 ¢ i“ CFER.24G.15¢2-11 (19911} a5 an1cnd°c1 and specificallv. but without

huniting Ihc toregoing. all filings dealing with fingerprint cards and criminal records,

(2} This rule shall not be deemred to reguirc a member of a
naticnal securiltiles exchange to makxe or keep such records
of transactions cleared for a member by another member as
are customarily made and kept by the clearing member.

13) Zvery ZiIssuecr selliinc its own securities shall make anc
xeep current the follcwing bkocsks and records reclilating to
his business:

{a} Ledger, cCournals (or c¢ther records! reflecting all
assets and liabilities, income and exwvenses, and capital

accounts properly maintained in accordance with general
accounting principles



i) Btock Certificate books.

{c)  Sltockhclders ledger or c¢ther record reflecting
Alphehetically tne nemes and addressecs ct alz
stockheolders, stock certificates issued to each, dates
paid, and full details as to transfcrs or cancellations.

id) Conles of all promoticnal and/or szles material
used 1n connection with the sales of all securities a
distributed.

(e} Coples of all confirmatlions of sales of securities.

{f) A record of any arrests, indictments, or convictions
ftor any f{elcny or any misdemeancr, except minor traffic
offenses, c¢f which any of 1its principal officers has
peen Lhe subject.

(4) A dealer registered in this state who maintains and
preserves records 1n accordance with the provisions of the
Securities Exchange Act of 1934, as amended, shnall not be
subject to tne requirements of paragraphs (2) arnd {3) of
this rule.

(5) ALl registerea issuers or dealers sha:> maintain in
this state tne bocks and records referrec tc in this rule
unless otherwise approved by the Commission. Any issuers or
decalers who are approved to keep such records physically
outside tnis state shall make such reccrcs available to the
Commission, 2t a time and place designated by the
Commission, ror inspectlion upcon reqguest. '

{6) All records required to be kept hereuncder shall be in
such fcrm as may convenlently be examined by the Commission
or its staff without the necessity of employing mechanical
methods ¢f reproduction or inspection.

Author: Alabama Securities Commissicon

Statutory Buthority: Code of Ala. 1975, §8-6-23.

Novemzer 9 19283, Amended: Filed September 28, 1220. E4d.

)

Note: Formerly Rule Ng. B830-X-3-.12.

History: Tlied September 30, 1282, Readopted: Fited
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	The Commission's authority extends to any activity involving the issuance, offering, sale, and other related transactions involving securities made within, into, or from the State of Alabama. 
	The purpose of the Securities Act is to protect investors from fraud and to preserve legitimate capital markets. The accomplishment of these objectives is legislatively provided for in five different ways by: 
	Requiring the registration or the specific exemption from registration of securities prior to their public or private offer of sale; 
	Requiring the registration of Broker/Dealers and salesmen and regulation of their activities; 
	Requiring the registration of Investment Advisers and Investment Adviser Representatives and regulation of their activities; 
	Providing civil remedies to purchasers of securities sold in violation of the Acts; and 
	Providing administrative, civil, and criminal penalties for those who participate in the unlawful sale of securities. 
	Through its legislative mandate, the Commission and its staff assist Alabama businesses during capital formation and protects Alabama issuers, businesses, and residents from fraudulent securities transactions. The Commission does not recommend or endorse broker/dealer firms, salesmen, investment adviser firms, representatives, or the purchase of any securities, nor does it pass upon the accuracy or completeness of any prospectus, private placement memorandum or sales literature. 
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	The Alabama Securities Commission consists of the Attorney General, the State Superintendent of Banks, the State Insurance Commissioner (by virtue of their offices). Also, two attorneys and two certified public accountants are appointed by the Governor from lists of nominees submitted by the Alabama Bar Association and the Alabama Society of Certified Public Accountants and confirmed by the Senate.  The Commission maintains oversight, provides policy guidance and establishes rules for the performance of its
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	03/04-Present 

	ANTHONY HUMPHRIES, Member 
	ANTHONY HUMPHRIES, Member 
	Superintendent of Banking   Montgomery, Alabama 
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	PURPOSE 
	PURPOSE 
	The Alabama Securities Commission (the “Commission”) administers and enforces the following Alabama statutes:  THE ALABAMA SECURITIES ACT, including the Sale of Checks Act, the Pre-Issuance Procedures for Industrial Revenue Bonds and Fiduciary Security Transfers.  The Commission is comprised of seven Commissioners, consisting of the Attorney General, the Superintendent of Banks, the Commissioner of Insurance, two Attorneys and two Certified Public Accountants.   
	The Commission is functionally divided into the following six divisions: (1) Directorate; 
	(2)
	(2)
	(2)
	Legal; (3) Accounting/Personnel; (4) Data Systems; (5) Education and Public Affairs; 

	(6)
	(6)
	 Enforcement; (7) Registration. 


	The function of the Commission and its staff is to regulate the sale of securities and the securities industry in Alabama.  The Commission’s jurisdiction encompasses all securities offered and sold in or from Alabama or to Alabama residents.  The Securities Act requires the registration of all securities offered for sale in Alabama unless there is an applicable exemption.  The Securities Act provides a series of exemptions to cover situations where, because of the nature of the security or the character of 
	With respect to the responsibility for regulating the securities industry in Alabama, the Commission maintains as its primary objective the encouragement of investor protection and confidence in the investment industry.  In this respect, all persons who propose to act as broker-dealers, agents (registered representatives), investment advisers or associated persons (investment adviser representatives) must be licensed by the Commission prior to engaging in such activities. 
	The Sale of Checks Act requires the filing of an application and issuance of a license before engaging in the business of selling, issuing or dispensing checks or receiving money as an agent for obligors for the purpose of paying obligor’s bills, invoices or accounts. 
	The Commission’s functions also include pre-clearance of industrial revenue bonds, the investigations of alleged violations of the provisions of the above-referenced statutes along with the initiation of administrative, civil and criminal proceedings and case referrals to other agencies where appropriate. 
	The primary purpose of the regulatory responsibilities and objectives described above is to protect the public from fraudulent practices in connection with the offer, sale, and purchase of securities in Alabama while encouraging, at the same time, the financing of legitimate business and industry in the state. 
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	THE ASC MISSION IS TO PROTECT INVESTORS FROM SECURITIES FRAUD  AND PRESERVE  LEGITIMATE CAPITAL MARKETS  
	Annual Report 
	Annual Report 
	Fiscal Year Ending September 30, 2004 
	--Legislation, Education & Enforcement-
	-

	Alabama is proud to have one of the best conviction rates for criminal securities fraud in the United States.  The Commission is lauded as one of the top ten most responsive state securities agencies in the country. The securities industry magazine “Research” has called Alabama “a model” for state regulators. 
	Figure
	Recently, in addition to its record in protecting investors, the Commission participated as a lead state, in partnership with the SEC, NYSE, and NASD, in gathering detailed investigative evidence, resulting in new rules of practice and the payment of fines by large Wall Street firms who allegedly issued biased stock research and gave executives of client companies’ special access to stock offerings. 
	The Commission’s objective in participating in enforcement and legislation at the national level is to encourage a productive market by leveling the playing field so investors can get accurate analyst information to make an informed investment decision.  The most significant barrier to the recovery of our markets is the loss of confidence by investors. 
	The Commission’s active participation with other state regulators through NASAA* has paid great dividends in the regulation of the securities industry.  The securities business today has few boundaries, especially with the wide use of the internet.  We have seen small scam operations garner millions of dollars from citizens of Alabama, other states and countries all over the world in just a few months using the internet to advertise, solicit investments by email, and by use of other more traditional marketi
	Some NASAA/Alabama projects include promoting personal finance and investor education, and comprehensive professional education in such areas as enforcement, registration, and compliance.  ASC staffers are working on uniformity of securities regulation throughout the United States and on cross border issues with our neighboring countries of Mexico and Canada.  NASAA is a member of a worldwide securities regulatory organization known as IOSCO (International Organization of Securities Commissioners), as well 
	The ASC Education and Public Affairs Division has significantly expanded our ability to provide fraud prevention training and materials to all Alabamians.  Recently, the Commission has joined with banks, industry and other governmental agencies throughout Alabama to found the Alabama Jump$tart Coalition.  This volunteer effort will organize and combine resources to promote financial education in high schools throughout the state.  In June 2004 this Commission assisted the Department of Education to receive 
	The Commission is committed to promote legislation to ensure a fair market and takes strict enforcement action against people who steal from Alabama investors.  Commission activities in this arena will help restore the investment market in Alabama and assist our citizens in saving, investing, and accumulating wealth. 
	* The Alabama Securities Commission is a member of the North American Securities Administrators Association (NASAA), an organization of the 66 state, provincial and territorial securities administrators in the U.S., Canada, Mexico and Puerto Rico. 
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	EDUCATION AND PUBLIC AFFAIRS Annual Report Update 
	EDUCATION AND PUBLIC AFFAIRS Annual Report Update 
	EDUCATION AND PUBLIC AFFAIRS Annual Report Update 

	Daniel Lord, Manager 
	Daniel Lord, Manager 
	Daniel Lord, Manager 


	I am pleased to report a significant increase in personal finance and investor education to citizens throughout the state of Alabama. 
	The Senior Citizen education initiative is helping Alabamians protect their retirement pensions and estates.  Through ASC programs, Alabamians are learning to effectively protect themselves from security fraud.  Also, speaking activities and training sessions provide critical information for people to understand different investment products and proven concepts such as diversification and dollar cost averaging.  The working citizen, from technician to construction worker, to teachers and physicians  are  be
	Printed materials and internet information is all provided free of charge.  The Commission has made partnering arrangements with other state, federal and commercial agencies to provide thousands of dollars of educational delivery to teachers and students in addition to printed materials. 
	The Commission assisted the Alabama Cooperative Extension, the Jump$tart Program, and the Alabama Council of Economic Education to receive grants from the Investors Protection Trust, a charitable foundation.  Funds come from securities fraud settlements such as the recent Wall Street Settlements that were earmarked for educational initiatives.  These funds will be used to purchase materials and training for high school teachers, students and senior citizens.    
	In Public Affairs, ASC has enjoyed statewide and nationwide publicity on a number of issues such as fraud prevention and the war on white collar crime.  Utilizing the media, ASC keeps citizens of Alabama informed about enforcement actions, investor alerts, fraud prevention tips, and free services available from the Commission.   
	Financial Literacy Programs for Public and Private Schools (K-12) 
	Financial Literacy Programs for Public and Private Schools (K-12) 

	The Commission’s Financial Literacy program offers two professionally developed curriculum books to any interested high school public or private school teacher at no expense. The first publication released was the teaching guide. This guide can be and is presently used in various business, math, and social studies courses  In addition, high school economics teachers throughout the state of Alabama have access to a publication entitled which meets specific curriculum criteria for Alabama Public Schools and i
	Basics of Saving and Investing 
	Personal Finance in the Economics Classroom 

	Financial Education Programs for All Citizens of Alabama. 
	Financial Education Programs for All Citizens of Alabama. 

	ASC provides printed information to any citizen who calls or writes and provided Fraud Prevention, Investor, and Personal Finance education to all segments of society in Alabama. Some of the organizations receiving presentations and training include AARP (mature citizens), NAIC (investor clubs), Commercial Banking Industry, Rotary Clubs, Kiwanis Clubs, and the Better Business Bureau.  ASC worked with the Alabama Cooperative Extension System and participated in numerous conferences which included an event in
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	NASAA 
	NASAA 
	NASAA 

	NORTH AMERICAN SECURITIES ADMINISTRATORS ASSOCIATION 
	NORTH AMERICAN SECURITIES ADMINISTRATORS ASSOCIATION 
	The Commission continues its membership in the North American Securities Administrators Association, Inc. (NASAA), consisting of the securities administrators of the 50 US states, District of Columbia, Canadian provinces and territories, Republic of Mexico and Puerto Rico.   
	As a NASAA member, the Commission joins other securities administrators in programs relating to investor education, information sharing, and cooperative enforcement efforts; and in promoting uniformity of state securities requirements and other actions necessary for effective state and federal securities regulation. 
	Commission Director Joseph Borg was the elected President of NASAA in 2001 and completed his one-year term in October of 2002 and remained a member of the NASAA Board of Directors until 2003.  Since then he has served as Chair of the Enforcement Section for NASAA.  Other staff members participated in project groups made up of counterparts from other states or countries.  Project groups develop many policy guidelines and consider issues of financial education, registration, licensing, litigation and enforcem
	NASAA programs are carried out through its various committees.  During Fiscal Year 2003-2004 Commission employees served on or participated with the following NASAA committees:; Investment Advisor Operations; Investment Advisor Zones; Investor Education Coordination; Legal Committee; Litigation Training and Enforcement Policy; Senior Outreach; Special Projects and Viaticals for Enforcement; and the Board of Directors.  
	The Commission intends to continue active participation on various NASAA committees, which, in coordination with the SEC, NASD, NYSE, other exchanges, industry representatives, the accounting and legal professions, and other related groups have promulgated national uniform standards and guidelines. The adoption of these uniform filings alleviate burdens on those sectors of the securities industry by eliminating duplicative examination and registration requirements, thus reducing the amount of time, money, e
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	ALABAMA SECURITIES COMMISSION REGULATORY SERVICES PROGRAM 
	ALABAMA SECURITIES COMMISSION REGULATORY SERVICES PROGRAM 


	APPROPRIATION DESCRIPTION 
	APPROPRIATION DESCRIPTION 
	The Alabama Securities Commission assists Alabama businesses during capital formation and protects Alabama’s issuers, businesses and residents from fraudulent securities transactions.  The Commission does not recommend or endorse broker-dealer firms, salesmen, investment adviser firms, representatives or the purchase of any securities; nor does it pass upon the accuracy or completeness of any prospectus, private placement memorandum or sales literature.  The Commission does, however, bring administrative, c
	. The Sale of Checks Act requires the filing of an application and issuance of a license before engaging in the business of selling, issuing, or dispensing checks or receiving money as an agent for obligors for the purpose of paying obligors bills, invoices or accounts.  Section 8-7-1, et seq., Sale of Checks Act No. 177 authorizes the Commission to accept applications, conduct investigations with respect to said applications, require bond and conduct examinations as necessary. 
	FUND 374:  Sale of Checks Fund

	. The Commission is responsible for administering and enforcing laws of the State of Alabama relative to the Alabama Securities Act, § 8-6-1, et seq., Securities Act No. 740.  The purpose of the Act is to protect investors from fraud and to preserve legitimate capital markets.  The accomplishment of these objectives is legislatively provided for in five major ways: (1) requiring the registration or the specific exemption from registration of securities prior to their public or private offer of sale; (2)  re
	FUND 375:  Securities Commission Fund

	.   The Alabama Securities Commission acts as a pre-clearance check on certain industrial revenue bonds as provided for under Section 8-6-110, et seq., Industrial Revenue Bonds Act No. 586.  The Commission reviews and analyzes filings made prior to sale of said bonds to investors and issues appropriate No Stop Orders. 
	FUND 376: Industrial Revenue Bond Notification Fund
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	FEE SCHEDULE 
	FEE SCHEDULE 
	FEE SCHEDULE 

	FILING 
	FILING 
	FILING 
	DEFINITION 
	FEE 
	AUTHORITY 

	Notification 
	Notification 
	Generally available for seasoned issuers and requires limited disclosure. 
	$40 filing fee + registration fee of 1/10 of 1% of the aggregate offering price of the securities offered in this state. Registration fee not to exceed $1000 
	§ 8-6-8(d) Code of Alabama, 1975 

	Coordination 
	Coordination 
	Registered statement has been filed in connection with the same offering. State filing in conjunction with SEC filing. 
	$40 filing fee + registration fee of 1/10 of 1% of the aggregate offering price of the securities offered in this state. Registration fee not to exceed $1000 
	§ 8-6-8(d) Code of Alabama, 1975 

	Qualification 
	Qualification 
	Any other security. 
	$40 filing fee + registration fee of 1/10 of 1% of the aggregate offering price of the securities offered in this state. Registration fee not to exceed $1000 
	§ 8-6-8(d) Code of Alabama, 1975 

	Exemption 
	Exemption 
	Securities not required to be registered by virtue of exemption under federal, state, or provincial statutes. 

	Limited Offerings 
	Limited Offerings 
	(1) Alabama ULOE 
	$150 
	§ 8-6-11(a)11(14)(m)(4), Code of Alabama, 1975 

	TR
	TD
	Figure

	(2) Regulation D filing under Rules 505 and 506 
	$250 
	§ 8-6-11(c), Code of Alabama, 1975 Commission Rule 830-X6-.11(1)(a)(3)(iv) 
	-


	TR
	TD
	Figure

	TD
	Figure
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	FILING 
	FILING 
	FILING 
	DEFINITION 
	FEE 
	AUTHORITY 

	TR
	(3) Expansion Order filing to increase the number of purchasers in a limited offering that has already been exempted from registration. 
	$250 
	§ 8-6-11(c), Code of Alabama, 1975 

	TR
	(4) For sale up to 35 Alabama purchasers in 12 months. Extension of the term up to 12 months 
	$250 $150 
	Commission Rule  830-X-6-.12(1)(d)(iv) Commission Rule 830-X6-.12(1)(d)(iv) 
	-


	Mutual Fund Exemption 
	Mutual Fund Exemption 
	Registration exemptions for Open-End Management Investment Company: Total assets less than or equal to $25 million: Total assets greater than $25 million, less than $100 million: Total assets greater than $100 million: Unit Investment Trusts: 
	$300+ $40 new application fee $600+ $40 new application fee $1,000+ $40 new application fee $200 + $40  new application fee 
	§ 8-6-10(11)(b)(2), Code of Alabama, 1975 § 8-6-10(11)b.2., Code of Alabama, 1975 

	IDB 
	IDB 
	Industrial Revenue Bonds are municipal bonds issued for purpose of constructing facilities.   
	1/20 of 1% of principal amount of described bonds. No less than $25, but not to exceed $1,000 
	§ 8-6-115, Code of Alabama, 1975 

	Sale of Checks 
	Sale of Checks 
	Sale of any check, draft, money order, or other instrument for transmission or payment of money. (1)Investigative fee for initial application (2) Registration fee for principal office (3) Additional location and agents in the state 
	$250 $250 $5 (Max registration fee $500, exclusive of investigative fee) 
	§ 8-7-6, Code of Alabama, 1975 § 8-7-9, Code of Alabama, 1975 


	10 
	FILING 
	FILING 
	FILING 
	DEFINITION 
	FEE 
	AUTHORITY 

	TR
	TD
	Figure


	Opinions 
	Opinions 
	Interpretations 
	$150 
	§ 8-6-29, Code of Alabama, 1975 

	Agent 
	Agent 
	Any individual, other than a dealer, who represents a dealer or issuer in effecting or attempting to effect sales of securities. 
	$50 
	§ 8-6-3(h), Code of Alabama, 1975 

	Dealer 
	Dealer 
	Any person engaged in the business of effecting transactions in securities for the account of others or for his own account. 
	$200 
	§ 8-6-3(h), Code of Alabama, 1975 

	Investment Adviser 
	Investment Adviser 
	Any person who, for compensation, engages in the business of advising others, either directly or through publications or writings, as to the value of securities or as to the advisability of investing in, purchasing, or selling securities, or who, for compensation and as a part of a regular business, issues or promulgates analyses or reports concerning securities. 
	$200 
	§ 8-6-3(h), Code of Alabama, 1975 

	Investment Adviser Representative 
	Investment Adviser Representative 
	Any partner, officer, director of or other individual employed by or associated with an investment adviser, except clerical or ministerial personnel, who (a) makes recommendations or renders advice regarding securities; (b) manages accounts or portfolios of clients; (c) determines which recommendations or advice 
	$50 
	§ 8-6-3(h), Code of Alabama, 1975 
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	FILING 
	FILING 
	FILING 
	DEFINITION 
	FEE 
	AUTHORITY 

	TR
	regarding securities should be given; (d) solicits, offers or negotiates for the sale of or sells investment advisory services; and (e) supervises employees who perform any of the foregoing. 

	Administrative Assessment 
	Administrative Assessment 
	Fee imposed upon any person who violates any provision of the article or rule or order issued under the article. 
	Not to exceed $5,000 for each act or omission. Total assessment not to exceed $50,000 
	§ 8-6-19(j)(2)(5), Code of Alabama, 1975 

	Investigative Examinations 
	Investigative Examinations 
	Investigative costs for examinations of violations of any provision of the article or violations of any rule. 
	Actual costs of investigation 
	§ 8-6-19(k)(1)(2), Code of Alabama, 1975 
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	FINANCIAL STATEMENT 
	FINANCIAL STATEMENT 
	FINANCIAL STATEMENT 

	FISCAL YEAR 2003-2004 
	FISCAL YEAR 2003-2004 
	FISCAL YEAR 2003-2004 

	A g e n c y
	A g e n c y
	 R e v e n u e s 

	Authority 
	Authority 

	§ 8-6-3(h) 
	§ 8-6-3(h) 
	Investment Advisers & Representatives .............................................. $ 5,162,700 

	TR
	Broker-Dealers & Representatives 

	§ 8-6-8
	§ 8-6-8
	  Securities Registration...................................................................................52,156 

	§ 8-6-11 
	§ 8-6-11 
	Exemptions ..................................................................................................130,500 

	§ 8-6-19 
	§ 8-6-19 
	Administrative 
	Assessments/Investigative 
	Executions 

	4,958,746     
	4,958,746     

	§ 8-6-10(11)(b)(2) 
	§ 8-6-10(11)(b)(2) 
	Mutual Fund Exemptions......................................................................... 4,853,640 

	§ 8-6-29 
	§ 8-6-29 
	Opinions...........................................................................................................1,350 

	§ 8-6-115 
	§ 8-6-115 
	Industrial Revenue Bonds ............................................................................12,522 

	§§ 8-7-6; 8-7-9 
	§§ 8-7-6; 8-7-9 
	Sale of Checks ..............................................................................................29,880 

	TR
	   Miscellaneous 
	Revenues 


	……………………………………………………………9,177 
	TOTAL REVENUES .................................................................................................... $ 15,210,671 
	To General Fund ......................................................................................................................... $ 4,902,863 To Sale of Checks Fund ......................................................................................................................29,880 To Securities Commission Fund .................................................................................................. 10,265,406 To Industrial Revenue Fund ...............................................
	TOTAL ......................................................................................................................... $ 15,210,671 
	E x p e n d i t u r e s 
	E x p e n d i t u r e s 
	E x p e n d i t u r e s 

	Personnel Costs ......................................................................................................................... $ 1,701,618 Employee Benefits .............................................................................................................................418,554 Travel (In-State)....................................................................................................................................14,553 Travel (Out of State) .................................
	TOTAL ........................................................................................................................... $ 2,782,445 
	Additional Transfer to State General Fund .................................................................................... 2,500,000 
	TOTAL EXPENDITURES .............................................................................................. $ 5,282,445 
	TOTAL TO GENERAL FUND FOR FISCAL YEAR 2003-2004 .................................... $ 7,402,863 
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	Alabama Securities Commission 
	Alabama Securities Commission 
	Enforcement Division 
	Enforcement Division 
	Administrative Orders Issued 

	A comparative summary of the Enforcement Division's Fiscal Year 2003-2004 activities are shown on the following charts:  TYPE OF ORDER ISSUED Fiscal Year 2003-2004 No. of Respondents Orders Cease and Desist 86 22 Consent 50 16 Show Cause 3 1 Order to Vacate 5 3 Permanent Bar 0 0 TOTALS 144 42 Restitution Fiscal Year 2003-2004 No. of Cases: 10 Total Amount: $11,958,356 
	16 
	"S"=Formal Investigation 
	"S"=Formal Investigation 
	Alabama Securities Commission Enforcement Division Enforcement Activity ACTIVITY "I"=Inquiry Fiscal Year 2003-2004 Investigations Opened - "I" 270 Investigations Closed - "I" 244 Investigations Opened - "S" 31 Investigations Closed - "S" 53 Administrative Actions 44 Receiverships Appointed 0 Rescission Offers Obtained 1 Indictments Obtained 18 Warrants Obtained 2 Arrests Made 14 Convictions Obtained 5 Public Warnings Issued 20 Referrals to Other Agencies 9 As of 9/30/04, there were 23 individuals awaiting G
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