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The Honorable John S. R. Shad
Chairman

Securities and Exchange Commission
450 5th St., N.W.

Washington, D.C. 20549

Dear Sir:

On behalf of the Board of Directors I submit herewith the Thirteenth Annual
Report of the Securities Investor Protection Corporation pursuant to the provi-
sions of Section 11(c)(2) of the Securities Investor Protection Act of 1970.

A

James G. Stearns
Chairman

Respectfully,




“SIPC shall not be an agency or establishment of the United States
Government . . . SIPC shall be a membership corporation the mem-
bers of which shall be all persons registered as broker-dealers™ . . .”

—Securities Investor Protection Act of 1970
Sec. 3(a)(1)(A) & (2)(A)

* Except those engaged exclusively in the distribution of mutual fund shares, the sale of
variable annuities, the insurance business, furnishing investment advice to investment
companies and insurance companies, and those whose principal business is conducted
outside the United States.
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Overview of SIPC

The Securities Investor Protection Corporation
(SIPC) had its origins in the difficult years of 1968-70,
when the paperwork crunch, brought on by unex-
pectedly high trading volume, was followed by a very
severe decline in stock prices. Hundreds of broker-
dealers were merged, acquired or simply went out of
business. Some were unable to meet their obligations
to customers and went bankrupt. Public confidence in
our securities markets was in jeopardy.

Congress acted swiftly, passing the Securities Inves-
tor Protection Act of 1970 (SIPA). Its purpose is to
afford certain protections against financial loss to cus-
tomers of broker-dealers which fail and, thereby, pro-
mote investor confidence in the nation’s securities
markets. Currently, the limits of protection are
$500,000 per customer, except that claims for cash are
limited to $100,000 per customer.

SIPC is a nonprofit, membership corporation. Tts
members are, with some exceptions, all persons reg-
istered as brokers or dealers under Section 15(b) of
the Securities Exchange Act of 1934 and all persons
who are members of a national securities exchange.*

A board of seven directors determines policies and
governs operations. Five directors are appointed by
the President of the United States, subject to Senate
approval. Three of the five represent the securities
industry and two are from the general public. One
director is appointed by the Secretary of the Treasury
and one by the Federal Reserve Board from among
the officers and employees of those organizations. The
Chairman, who is the Corporation’s chief executive
officer, and the Vice-Chairman are designated by the
President from the public directors.

The SIPC staff, numbering 36 includes the Chair-
man, the President and General Counsel and the Vice
President-Finance who administer the Legal and
Financial Departments. Their functions include initi-
ating the steps leading to the liquidation of a member,

advising the trustee, his counsel and accountants,
reviewing claims, auditing distributions of property,
and other activities pertaining to the Corporation’s
purpose. In cases where the court appoints SIPC or a
SIPC employee as Trustee and in direct payment pro-
ceedings, the staff responsibilities and functions are
all encompassing—from taking control of customers’
and members’ assets to satisfying valid customer claims
and accounting for the handling of all assets and lia-
bilities to the courts having jurisdiction.

The money required to protect customers beyond
that which is available from the property in the pos-
session of the failed broker-dealer is advanced by SIPC
from a fund maintained for that purpose. The sources
of money for the SIPC Fund are assessments collected
from SIPC members and interest on investments in
United States Government securities. If the need
arises, the Securities and Exchange Commission has
the authority to lend SIPC up to $1 billion, which it,
in turn, would borrow from the United States Trea-
sury.

The self-regulatory organizations—the exchanges
and the National Association of Securities Dealers,
Inc. (NASD)—and the SEC report to SIPC concerning
member broker-dealers who are in or approaching
financial difficulty. If SIPC determines that the cus-
tomers of a member require the protection afforded
by the Act, the Corporation initiates steps to com-
mence a customer protection proceeding. This re-
quires that SIPC apply to a Federal District Court for
the appointment of a trustee to carry out the liquida-
tion. Under certain circumstances, SIPC may pay cus-
tomer claims directly.

Further information about the provisions for cus-
tomer account protection are contained in a booklet,
“How SIPC Protects You,”” which is available in bulk
from the Securities Industry Association, 120 Broadway,
New York, N.Y. 10271, and from the National Associ-
ation of Securities Dealers, Inc., 1735 K Street, N.W.,
Washington, D.C. 20006.

* Section 3(a)(2)(A) of SIPA excludes:

(I) persons whose principal business, in the determination of
SIPC, taking into account business of affiliated entities, is conducted
outside the United States and its territories and possessions; and

(I11) persons whose business as a broker or dealer consists exclu-
sively of (I) the distribution of shares of registered open end in-
vestment companies or unit investment trusts, (II) the sale of vari-
able annuities, (I1I) the business of insurance, or (IV) the business
of rendering investment advisory services to one or more registered
investment companies or insurance company separate acCounts.






tors provides otherwise. The SIPC Board has reviewed
in depth the Fund level and the question of the dura-
tion of such SIPC assessments. After considering many
factors, including SIPC’s experience with the liqui-
dation of 168 members over the past 13 years, changes
in the securities industry since SIPA’s enactment,
inflation, and the fact that the maximum SIPC advance
for the protection of a customer’s claim has increased
tenfold since SIPA was first enacted, the Board decided
unanimously to keep the present SIPC assessment
provision in place until the Fund totals $300 million.
In our collective judgment such a SIPC Fund level is
in the best interests of the securities industry and the
investing public.

Atyear-end, the Fund totaled $174.2 million. Based
on current industry revenues, we project that assess-
ments at the present rate will result in approximately
$4 million of assessment revenues per month. Taking
into account interest which SIPC will earn on its invest-
ments, as well as recoveries which we anticipate from
earlier liquidations, we believe that the SIPC Fund
may reach the $300 million level by late 1985 or early
1986. Obviously, that schedule will be affected by the
number and size of new liquidations and future rev-
enues from assessments and investments.

The 1983 liquidation of failed member Bell & Beck-
with (“B&B”) of Toledo, Ohio, illustrated the pressure
on the Fund of recent liquidations. During the B&B
liquidation, SIPC’s most costly case, over $42 million
was advanced to the trustee. Two additional cases in
which SIPC has advanced more than $10 million were
Stix & Co., Inc. with $27.6 million, and Joseph Sebag,
Incorporated with $12 million. The advances in these
three cases total $82 million, nearly half of SIPC’s total
advances of $171 million through December 31, 1983.

To assess awareness, knowledge of and experience
with SIPC on the part of registered representatives,
customers of SIPC members and the general public,
SIPC’s Board retained the services of Decision Making
Information (DMI1), a market research firm. DMI con-
ducted three national telephone surveys of these groups,
finding that 88 percent of registered representatives
view SIPC’s performance favorably with the dominant
concern being the possible length of settlement time
during a liquidation.

The results of the study are projectable to the entire
population of each group and suggest that knowledge
of SIPC might play a constructive role in investment

decision-making. Some of the findings are summa-
rized below.

Of the general public, over half (57 percent) would
be more likely to invest in securities if they were
aware of protection against broker bankruptcy.
Eighty-two percent of brokers and 42 percent of
brokerage customers claim investors would be
more likely to leave certificates with the broker in
street name were they informed of SIPC protec-
tion.

A large majority of brokers (86%) feel they will
lose some customers as banks and S&Ls offer
brokerage services.

Over half the registered representatives (62 per-
cent) and customers (59 percent) feel knowledge
of insurance would favorably dispose consumers
to select brokerage firms over other financial
institutions.

Thirty-eight percent of brokers feel the Federal
guarantors (FDIC and FSLIC) predispose inves-
tors toward their regulated financial institutions.
Among the general public, name recognition for
SIPC (10 percent) falls far short of name recog-
nition for FDIC (74 percent) and FSLIC (64 per-
cent).

Among investors who hold stocks and bonds, name
recognition for FDIC (89 percent) and FSLIC (73
percent) is higher, but awareness of SIPC (12
percent) is comparable to the general public.

In addition to exploring awareness of SIPC, the
DMI research also provided some data on investment
patterns and media habits. The research is discussed
in greater length on page 14 of this report and addi-
tional information may be obtained by contacting SIPC.

The SIPC Board of Directors worked hard in 1983
to ensure the integrity of the STPC Fund. The actions
outlined above, as well as other matters, demonstrate
the effectiveness of the marriage of private and public
interests represented in our Board.




Customer Protection Proceedings

“An Act to provide greater protection for customers of registered
brokers and dealers and members of national securities exchanges.”

—Preamble to SIPA

Customer protection proceedings were initiated for
seven SIPC members in 1983, bringing the total since
SIPC’s inception to 168 proceedings commenced under
SIPA. The 168 members represent 1 percent of the
approximately 17,000 broker-dealers that have been
SIPC members during the last 13 years. Currently,
SIPC has 9,260 members.

The seven new cases compare with eight com-
menced in 1982 and an overall average of five per
year during the period 1976 through 1980. During
SIPC’s first five years, 1971 through 1975, the number
of proceedings commenced averaged 23 per year.

Trustees other than SIPC were appointed in four
of the cases commenced during the year, two are direct
payment proceedings and SIPC serves as trustee in
one. SIPC members for which customer protection
proceedings were undertaken are:

Date Trustee

Member Appointed
Bell & Beckwith 2/10/83
Toledo, Ohio

Lewis & Company 5/6/83*
Jackson, Mississippi

Royer Securities & Co. 5/19/83*
West Caldwell, New Jersey

MBD Investors, Inc. 5/27/83t
Enon Valley, Pennsylvania

Gibralco, Inc. 6/22/83
Santa Monica, California

Western Pacific Securities, Inc. 7/11/83

Los Angeles, California

Hanover Square Securities Group, Inc. 12/15/83
New York, New York

*Direct payment proceeding
1SIPC trusteeship

Of the 168 proceedings begun under SIPA to date,
123 have been completed, 44 involve problem claims
and/or litigation, and claims in 1 are being processed
(See Figure 1).

During SIPC’s thirteen-year history, cash and secu-
rities distributed for accounts of customers aggregated
approximately $497 million. Of that amount, approx-
imately $342 million came from debtors’ estates and
$155 million from the SIPC Fund (See Appendix III).

Table I shows that the 25 debtors for which net
advances from the SIPC Fund of more than $1 million
have been made accounted for about 81 percent of
the total advanced in all 168 customer protection pro-
ceedings. The largest net advance in a single liquida-
tion is $42 million for Bell & Beckwith. This exceeds
the net advances in the 143 smallest proceedings.

In eight proceedings SIPC advanced $110 million,
or 64 percent of net advances from the SIPC Fund
for all proceedings.

Table I
Net Advances from the SIPC Fund
As of December 31, 1983
168 Customer Protection Proceedings

Number of Amounts
Net Advances Proceedings Advanced*
From To

$10,000,001 up 3 $ 82,058,454
5,000,001 $10,000,000 5 28,306,296
1,000,001 5,000,000 17 28,150,988
500,001 1,000,000 20 15,063,714
250,001 500,000 20 6,905,495
100,001 250,000 47 7,690,968
50,001 100,000 34 2,406,851
25,001 50,000 15 552,194
10,001 25,000 4 59,377
-0- 10,000 3 N Eod

*Consists of advances for accounts of customers ($155,314,432)
and for administration expenses ($15,900,486)

Of the more than 160,000 claims satisfied as of
December 31, 1983, a total of 299 were for cash and
securities whose value was greater than the limits of
protection by SIPA.

The 299 claims, a net increase of 39 during 1983,
represent approximately two tenths of one percent of
all claims satisfied. The unsatisfied portion of claims,
$10.5 million, increased approximately $1.8 million
during 1983. These remaining claims approximate 2
percent of the total value of securities and cash dis-
tributed for accounts of customers.






Membership and the SIPC Fund

“SIPC shall . . . impose wpon its members such assessments as, after
consultation with self-regulatory organizations, SIPC may deem
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necessary . . .
—SIPA, Sec. 4(c)(2)

The net increase of 1,178 members during the year
brought the total membership to 9,260 at December
31, 1983. Table 1I shows the members’ affiliation for
purposes of assessment collection, as well as the year’s
changes therein.

Table 11
SIPC Membership
Year Ended December 31, 1983

Agents for Collection

of SIPC Assessments Added{a) Terminated(a) Total

National Association of 76 82 3,780
Securities Dealers, Inc.

SIPC(b) 1,656 543 2,015

Chicago Board Options 54 11 1,666
Exchange Incorporated

New York Stock Exchange, 18 26 897
Inc.

American Stock Exchange, 27 2 434
Inc.

Pacific Stock Exchange, Inc. 26 3 217

Philadelpiha Stock 9 141
Exchange, Inc.

Midwest Stock Exchange, 1 2 85
Inc.

Boston Stock Exchange, — — 22

Inc.
Spokane Stock Exchange

Notes:
a. Excluding transfers (1,919) of members to successor collection agents.

b. SIPC is the collection agent and the SEC is the examining authority
for brokers and dealers that are not members of any self-regulatory
organization. The additions in this category reflect the temporary
status of many broker-dealers between the date of their registrations
under Section 15(b) of the 1934 Act and their becoming members of
a securities exchange or association. The large number of termina-
tions reflect the temporary status after broker-dealers terminate their
memberships in these self-regulatory organizations and before their
withdrawal of registrations as broker-dealers.

Members who are delinquent in paying assessments
receive notices pursuant to SIPA Section 14(a).! As of
December 31, 1983, there were 578 members who
were subjects of uncured notices, 385 of which were
mailed during 1983 (154 in October), 116 during 1982
and 77 during the years 1974 through 1981. Subse-
quent filings and payments by 74 members left 504
notices uncured. SIPC has been advised by the SEC
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staff that: (a) 142 member registrations have been
cancelled or are being withdrawn; (b) 37 are no longer
engaged in the securities business and cancellations of
their registrations have been recommended; (c) 17 are
either to be recommended for administrative pro-
ceedings or otherwise resolved; and (d) 308 are being
contacted by its regional offices or the affected exam-
ining authorities.

The SIPC Fund, consisting of the aggregate of cash
and investments in United States Government secu-
rities, amounted to $174 million at year end, an increase
of $1 million during the year. Tables II11 and IV pres-
ent principal revenues and expenses for the years
1971 through 1983. The 1983 member assessments
were $36.8 million and interest from investments was
$18 million. During the period 1971 through 1977
and again in 1983, member assessments were the prin-
cipal source of revenues and were based on a per-
centage of each member’s gross revenue from the
securities business.

For 1983, expenses of $32,044,000 consisted of cus-
tomer protection proceedings costs of $28,817,000
and other expenses of $3,227,000.

'14(a) Failure to Pay Assessment, etc.—If a member of SIPC shall
fail to file any report or information required pursuant to this Act,
or shall fail to pay when due all or any part of an assessment made
upon such member pursuant to this Act, and such failure shall not
have been cured, by the filing of such report or information or by
the making of such payment, together with interest and penalty
thereon, within five days after receipt by such member of written
notice of such failure given by or on behalf of SIPC, it shall be
unlawful for such member, unless specifically authorized by the
Commission, to engage in business as a broker or dealer. If such
member denies that it owes all or any part of the full amount so
specified in such notice, it may after payment of the full amount so
specified commence an action against SIPC in the appropriate United
States district court to recover the amount it denies owing.






Litigation

During 1983, SIPC was actively involved in litigation
at both the trial and appellate levels. The more impor-
tant court decisions are summarized below.

In In re Application of Executive Securities Corporation;
Executive Securities Corporation v. Doe, 702 F.2d 406 (2d
Cir. 1983), the court of appeals reversed the lower
court’s decision and held that a SIPC trustee is entitled
to release of grand jury testimony, which he sought,
in the Court’s words, “to further the congressionally-
mandated purpose of protecting the investors, who
placed their assets with Executive Securities Corpo-
ration, and the SIPC, which insured those investors
... Although not formally part of the federal govern-
ment, the SIPC and its trustees vindicate important
public interests.”

In Clay v. Traders Bank of Kansas City, 708 F.2d 1347
(8th Cir. 1983), an action by the trustee to set aside a
deed of trust as a voidable preference, the court of
appeals agreed with the district court’s ultimate find-
ing that there was sufficient evidence establishing the
debtor corporations’ insolvency on the date of transfer
and affirmed the district court’s judgment setting aside
the deed of trust.

In Moline v. Brimberry (In ve Stix & Co., Inc.), 27 B.R.
252 (Bankr. E.D. Mo. 1983), the district court entered
judgment for the trustee for over $23 million against
the debtor’s former chief operating officer for his
wrongful diversion of funds from the debtor. In addi-
tion, the court imposed a constructive trust upon real
estate acquired by the officer.

In SIPC v. Langheinrich & Fender, Inc., Civil No. C-
81-0685-W (D.Utah, November 16, 1983), the district
court affirmed the bankruptcy court’s ruling and held
that the claim of an issuer is not the claim of a “cus-
tomer” under SIPA, where the claim was based solely
upon the debtor’s failure in performing investment
banking services as an underwriter to remit to the
issuer proceeds of sales of a new issue of securities.

In Twrner v. Gammill (In re G.S. Omni Corporation),
Civil Action No. 83-JM-168 (D. Colo., June 16, 1983),
an action to determine title to stock warrants, the dis-
trict court affirmed the holding of the bankruptcy
court that the warrants were not transferred to the
debtor’s principals before the filing date and, as a
consequence, are the property of the debtor’s estate
and not subject to any claim of ownership by the prin-
cipals.

In In re Investment Bankers, Inc., 30 B.R. 883 (Bankr.
D. Colo. 1983), an action to recover pre-filing date
tees paid to the Debtor’s attorneys, the bankruptcy
court held that, where the trustee has waived the attor-

12

ney-client privilege on behalf of the debtor corpora-
tion, the trustee has an absolute right to the produc-
tion of the attorney’s files and disclosure of all infor-
mation pertinent to that representation.

In Clay v. Perry (Inre Perry, Adams and Lewts Securities,
Inc.), 30 B.R. 845 (Bankr. W.D.Mo. 1983), an action
by the trustee to recover certain transfers from former
officers, directors, and shareholders of the Debtor
corporations, the bankruptcy court held that the trustee
could recover (i) loans made to the officers at low
interest rates for unusually long terms and (ii) advances
made to the officers. The court also held that the
trustee could enforce the officers’ commitments to
make up any deficit in the Debtor’s estate. The officers
have appealed to the United States District Court.

In In re John Muir & Co., 28 B.R. 946 (Bankr. S.D.N.Y.
1983), the bankruptcy court held that a claimant may
not redeem stocks ordered but unpaid for on the filing
date, where the claimant failed to pay for the stocks
within sixty days after the publication of notice of the
liquidation proceeding. In such a case, the claimant’s
satisfaction under SIPA was limited to payment of its
net equity.

In In re OTC Net, Inc., 34 B.R. 658 (Bankr. D. Colo.
1983), the bankruptcy court held that late-filed claims
may share in a surplus of assets remaining after pay-
ment of administrative expenses and timely-filed claims.

In the Weis Securities, Inc. liquidation proceeding,
the Weis trustee and SIPC, who had brought actions
alleging an improper audit and certification of Weis’
financial statements, reached a settlement with Touche,
Ross & Co., Weis’ pre-liquidation accountants. Reding-
ton, SIPC v. Touche, Ross & Co., 13996/76 (S. Ct. N.Y.
Co.).

In a complaint filed in July 1983, SIPC and the
court-appointed trustees for the liquidation of Joseph
Sebag, Incorporated of Los Angeles, California, and
First State Securities Corporation of Miami, Florida
alleged violations of the antifraud provisions of the
securities laws and of the Racketeer Influenced and
Corrupt Organizations Act and claimed actual dam-
ages in excess of $12 million and punitive damages of
$100 million. The complaint, which named 59 indi-
viduals, 9 corporate entities related to them, and seven
issuers of securities in which First State and Sebag
made markets, alleged a conspiracy to manipulate those
securities. SIPC v. Vigman, Case No. 83-4742 AWT
(Tx) (C.D. Cal.).



Disciplinary and Criminal Actions

“Congress enacted SIPA to ... restore confidence in the capital

markets, and upgrade the financial responsibility requirements for

registered brokers and dealers. The Act apportions responsibility

for these tasks among the SEC, the securities industry self-regula-
tory organizations and the SIPC . . .”

—Supreme Court Justice T. Marshall

May 19, 1975%

SIPC routinely forwards to the Securities and
Exchange Commission, for possible action under Sec-
tion 10(b) of SIPA, the names of principals and others
associated with members for which SIPC customer
protection proceedings have been initiated. Those
individuals are also reported to the self-regulatory
organization exercising primary examining authority
for appropriate action by the organization. Trustees
and SIPC personnel appointed to administer cus-
tomer protection proceedings cooperate with the SEC
and with law enforcement authorities in their inves-
tigations of possible violations of law.

As a result of SEC and self-regulatory action in
1983, nineteen persons associated with members sub-
ject to SIPC proceedings were barred from association
with any broker or dealer.

Criminal action has been 1nitiated in 64 of the 168
SIPC proceedings commenced since enactment of the
Securities Investor Protection Actin December, 1970.
A total of 170 indictments have been returned 1n fed-
eral or state courts, resulting in 139 convictions to date.
As of December 31, 1983, trial or sentencing was
pending against 24 persons who had been indicted or
convicted.

Administrative and/or criminal action in 156 of the
168 SIPC customer protection proceedings initiated
through December 31, 1983, was accomplished as fol-
lows:

Number
of

Action Initiated Proceedings

1. Joint SEC/Self-Regulatory 40
Administrative Action
2. Exclusive SEC Administrative 27
Action
3. Exclusive Self-Regulatory 25
Administrative Action
4. Criminal and Administrative Action 55
5. Criminal Action Only 9
Total 156

*SIPC v. Barbour, 421 U.S. 412 (1975) P. 415
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In the 147 customer protection proceedings in which
administrative action has been effected, the following
sanctions have been imposed against associated per-
sons:

Self-Regulatory

SEC Organizations
Notice of Suspension’ 85 65
Bar from Association 281 169

Fines Not Applicable $546,500

Suspensions by self-regulatory authorities ranged
from five days to a maximum of ten years. Those
imposed by the SEC ranged from five days to a max-
imum of one year.

Bars against associated persons included exclusion
from the securities business as well as bars from asso-
ciation in a principal or supervisory capacity.

The $546,500 in fines assessed by self-regulatory
authorities were levied against 51 associated persons
and ranged from $250 to $100,000.

Section b(a)(l) ot SIPA requires the SEC or the selt-
regulatory organizations to immediately notify SIPC
upon discovery of facts which indicate that a broker
or dealer subject to their regulation is in or is
approaching financial difficulty. The Commission, the
securities exchanges and the NASD fulfill this require-
ment through regulatory procedures which integrate
examination and reporting programs with an early-
warning procedure for notifying SIPC. The primary
objective of those programs is the early identification
of members which are in or are approaching financial
or operational difficulty and the initiation of remedial
action by the regulators necessary to protect the invest-
ing public.

SIPC maintained active files on 33 member firms
referred under Section 5(a) during calendar year 1983.
Twenty-five new referrals were received during the
vear and eight active referrals had been carried for-
ward from prior years. Eleven of the 33 remained on
active referral at year-end.

In addition to formal referral of members under
Section 5(a), SIPC received periodic reports from the
SEC and self-regulatory organizations identifying those
members which, although not considered to be in or
approaching fnancial dithculty, had failed to meet
certain pre-established financial or operational criteria

and were under closer-than-normal surveillance.

'Notices of suspension include those issued in conjunction with
subsequent bars from association.



SIPC Image and Awareness Study

Executive Summary: Major Findings
of Three Nationwide Telephone Surveys

ition
for SIPC (10%) falls far short of name recog-
nition for FDIC (74%) and FSLIC (64%).
Only one in five (20%) American adults believes
there is insurance protection on stocks and
bonds purchased at a brokerage firm.
Among investors who hold stocks and bonds,
name recognition for FDIC (89%) and FSLIC
(73%) is higher, but awareness of SIPC (12%)
is comparable to the general public (see chart
below).
One-third of investors (33%) believe there is
insurance protection on stocks and bonds; 14%
have discussed insurance with a broker.

Even among aware investors, experience with
SIPC is limited:

—Only 18% have discussed SIPC with a bro-
ker.

—One-third have seen SIPC’s brochure.

—Half recall seeing the logo.

—Only one respondent (2%) felt SIPC affected
his investment decisions.

Among registered representatives, awareness
of SIPC (98%) is nearly universal.

A majority of brokers (77%) report that their
average customer understands that his accounts
are insured.

One-third of registered representatives have
used or distributed the SIPC brochure.

Investor Name Awareness of Organizations

g Z OF INVESTORS (N: 400)
AWARE 108
B % 89
NOT AWARE 80 + 78
7] 13 7
70 /
DON‘T KNOW %
I:] 60 -
/
58 /
4 - %
o+ /
: 7
20 |- 7 /
/ 12 / 10
8
10} / 5 % / Yoal
g A1 / A=
FSLIC SIPC FDIC
ORGANIZATION
SOURCE: QS. 17 - 19. We are interested in different financial organizations that people know about.

Just to check, have you ever heard of a financial organization called ... (ACRONYM AND FULL

NAME) ... or not?
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le (88%)
among registered representatives.

—SIPC is commended for building investor
confidence, providing a service to brokers
and having a good track record.

—The dominant complaint is the length of the
settlement time following a bankruptcy.
Registered representatives ascribe fairly high
marks to SIPC for stability (7.7) and dollar
amount of protection (6.8), but only mediocre
scores for timeliness (5.2) and efficiency (5.5)
in settling post-bankruptcy accounts. (1-9 worst

to best scale)

Investors generally offer lower ratings for SIPC

than registered representatives.

Compared to FDIC and FSLIC, SIPC receives

lower ratings among investors for all five attri-

butes tested, particularly for timeliness in set-
tling customer accounts after a bankruptcy.

itives, cus-

tomers rarely (47%) or never (28%) ask about
insurance protection.

A large majority of brokers (86%) feel they
will lose some customers as banks and S&Ls
come to offer stock and bond brokerage ser-
vices.

Opinion is divided, however, among brokers
regarding whether FDIC and FSLIC are fac-
tors in investor proclivity to use financial insti-
tutions instead of brokerage firms.

Well over half of the investors agree that if

they knew “brokerage accounts were pro-

tected against bankruptcy,” that would increase

their likelihood to (see chart below):

—Iinvest in securities (66%),

—select a brokerage firm over other financial
institutions (59%), and

—Ileave certificates in broker custody (59%).

Broker perceptions on how broader knowl-
edge of SIPC might affect investor activity
largely parallel these findings. In particular,
brokers feel the tendency to leave certificates
in “street address” would rise (82%).

Awareness of Protection Would Lead Investors To

. % OF INVESTORS

MORE LIKELY

AR A X
RS 90

SAME/DK 80 b
78 L 66
LESS LIKELY
771 oar
58
48 +
32 32
3|+ 28
208 +
o ° /9 /9
INVST IN SEC SELCT BRKR OVR OTHRS LEAVE CERTS ¥/ BRKR

SOURCE:

QS. 47, 48 and 49. If you knew that accounts at brokerage firms were protected against bankruptcy,
would that make you more or Tless likely to .
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APPENDIX I

PART A: Customer Claims and Distributions Being Processed

Customers®
To Whom
Date Regis- Notices and

Member and Trustee tered as Filing Trustee Claim Forms  Responses®®

By Date of Appointment Broker-Dealer Date Appointed  Were Mailed Received

MBD Investors, Inc. 9/21/73  5/27/83  5/27/83 53 46
Enon Valley, Pennsylvania (SIPC)

PART B: Customer Claims (Except Problem Claims) Have Been Satisfied

C. H. Wagner & Co., Inc., Boston, 6/23/69  2/22/72  2/28/72 14,000 839
Massachusetts (Thomas J. Carens, Esq.)

Equitable Equities, Inc., New York, 2/ 4/70 10/13/72 10/13/72 134 69
New York (Robert E. Smith, Esq.) 2/15/78*

Havener Securities Corp., New York, 11/13/59 10/13/72 10/24/72 900 533
New York (Ezra G. Levin, Esq.)

C. I Oren & Co,, Inc., New York, New York 11/10/68 10/13/72 10/26/72 345 61
(Martin R. Gold, Esq.)

Pacific Western Securities, Inc., 8/ 7/66  3/26/73  3/28/73 3,023 521
Los Angeles, California (Edwin M. Lamb)

Weis Securities, Inc., New York, New York 8/ 1/65  5/24/73  5/30/73 55,026 34,000
(James W. Giddens, Esq.) 7/28/80*

TIn the administration of the estate, advances to pay customers’ free credit balances or cash in lieu of securities

were not separately identified.

Christian-Paine & Co., Inc. 6/24/70  4/10/74  4/18/74 17,500 7,884

Carlton Cambridge & Co., Inc 7/21/68
Hasbrouck Heights, New Jersey
(Irwin Weinberg, Esq.)

Llorens Associates, Inc., New York, 4/ 1/70 ©/18/74 7/ 1/74 548 93
New York (Lloyd Frank, Esq.)

Financial House, Inc., Detroit, Michigan 3/ 9/55  9/17/74 9/18/74 1,958 708
(John Addis) 4/12/83*

*Successor Trustee
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December 31, 1983

Distributions

From Debtors’ Estates SIPC Advances
Number Number
of Total Administration Contractual of

Value Customers Advanced Expenses Commitments Securities Cash Customers
$ 924143 % 6,444 $917,699 36
$ 54,889 8 1,140,300 69,312 $ 9,887 $ 72,846 988,255 253
131,585 45 180,454 99,989 27,604 16,034 36,827 33
814,261 491 616,341 402,358 24,044 16,368 173,571 233
1,800 1 419,431 283,226 59,071 33,710 43,424 45
360,006 276 1,558,458 435,943 18,163 980,074 124,278 361
183,776,183 32,000 6,038,847 6,038,847 31,500
(Estimated) (Estimated)
776,386 12,572 3,535,886 1,229,504 3,125 2,044,056 259,201 6,571
31,174 40 130,579 74,337 214 17,823 38,205 30
431,422 226 972,499 33,939 38 811,405 127,117 284

21



APPENDIX I

PART B: Customer Claims (Except Problem Claims) Have Been Satisfied

Customers®
To Whom
Date Regis- Notices and

Member and Trustee tered as Filing Trustee Claim Forms  Responses®

By Date of Appointment Broker-Dealer Date Appointed  Were Mailed Received

Henry C. Atkeison, Jr., d/b/a/ Ambassador 4/18/70 11/ 7/74 12/17/74 531 115
Church Finance Development Group, Inc.;
d/b/a Atalbe Christian Credit Association,
Inc., Brentwood, Tennessee
(Fred D. Bryan)

Executive Securities Corp., New York, 11/ 8/67  2/14/75  2/14/75 8,740 2,757
New York (Cameron F. MacRae lil, Esq.)

G. H. Sheppard & Co., Inc., New York, 4/ 4/73 3/ 4/75  3/25/75 175 27
New York (Jerome M. Selvers, Esq.)

Investors Security Corp., Monroeville, 5/ 8/66  9/15/75  9/15/75 4,300 244
Pennsylvania (Thomas P. Ravis, Esq.)

Institutional Securities of Colorado, Inc., 4/27/71 9/29/76 10/ 4/76 9,000 1,780
Denver, Colorado (Ralph M. Clark, Esq.)

Swift, Henke & Co., Inc., Chicago, lllinois 5/30/65  3/14/77  3/15/77 1,350 186
(J. William Holland, Esq.)

I.E.S. Management Group, Inc., Irvington, 6/17/70 6/ 9/77  9/27/77 3,600 1,682
New Jersey (Michael R. Griffinger, Esq.)

Link-Up + 1 Securities, Inc., Denver, 12/22/78  5/17/79 8/ 9/79 117 25
Colorado (SIPC)

Hamilton/Cooke & Co. of Florida, Inc., 4/10/78  9/25/79 10/ 2/79 946 244
Miami, Florida (SIPC)

P. J. Kisch & Co., Inc., Minneapolis, 6/15/78 11/ 5/79 11/ 9/79 1,407 769
Minnesota (SIPC)

Simpson, Emery & Company, Inc., 2/ 2/54 3/ 3/80 3/ 3/80 3,500 616

Pittsburgh, Pennsylvania
(Carl F. Barger, Esq.)

Perry, Adams & Lewis Securities, Inc., 12/ 4/75 4/ 2/80  4/11/80 259 18
Kansas City, Missouri
(George H. Clay, Esq.)

Yasin Jaffer, Chicago, 113/78  2/28/80  8/28/80 255 16
Illinois (SIPC)

Dennis Lee Mirus, Lake Forest, 1/11/79 10/10/80  3/17/81 19 15
Illinois (Robert D. Glick, Esq.)

Gallagher, Boylan & Cook, Inc., Beverly 11/ 3/67  3/17/81 3/17/81 3,000 1,363
Hills, California (Charles D. Axelrod, Esq.) 4/ 9/82*

*Successor Trustee
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December 31, 1983

Distributions

From Debtors’ Estates SIPC Advances
Number Number
of Total Administration Contractual of
Value Customers Advanced Expenses Commitments Securities Cash Customers
$ 6,860 11 $ 368,433 $ 65,507 $ 210,609 $ 92,317 18
2,271,501 1,219 2,121,009 25,531 $30,535 1,449,655 615,288 1,341
11,071 6 154,456 60,436 8,950 26,866 58,204 15
800 1 1,472,742 242,186 314,483 916,073 151
3,191,342 911 104,215 66,435 37,780 484
2,393,049 88 503,693 218,924 284,769 106
17,250 467 5,174,927 56,185 5,118,742 533
660 1 175,332 11,830 114,962 48,540 18
2,364,648 204 175,658 175,658 102
1,681,316 697 267,664 90,605 91,700 85,359 92
4,589,216 493 825,815 45,302 349,374 431,139 300
1,151,670 528,955 570,123 52,592 13
60,517 2,017 53,500 5,000 4
88,472 28,472 60,000 1
3,000,000 1,363 3,694,236 668,236 3,026,000 1,363
(Estimated)
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APPENDIX I

PART B: Customer Claims (Except Problem Claims) Have Been Satisfied

Customers®

To Whom
Date Regis- Notices and

Member and Trustee tered as Filing Trustee Claim Forms  Responses®

By Date of Appointment Broker-Dealer Date Appointed  Were Mailed Received

The Investment Bankers, Inc., Denver, 10/23/80  7/10/81 7/15/81 2,500 1,939
Colorado (James H. Turner, Esq.)

First State Securities Corp., North Miami, 6/19/75  7/24/81 7/24/81 3,064 926
Florida (John L. Britton, Esq.)

Joseph Sebag, Incorporated, Los Angeles, 3/ 7/68  7/27/81 7/27/81 8,000 4,307
California (Eugene W. Bell, Esq.) '

John Muir & Co., New York, New York 10/28/37  8/16/81 8/16/81 54,500 10,000
(Harvey R. Miller, Esq.) (Estimated)

M. S. Wien & Co., Inc., Jersey City, 11/15/74  9/10/81 9/10/81 45,000 9,186
New Jersey (Michael R. Griffinger, Esq.) .

Langheinrich & Fender, Inc., Salt 2/ 2/78  9/14/81 9/22/81 4,330 2,750
Lake City, Utah (Herschel J.
Saperstein, Esq.)

Stix & Co., Inc., St. Louis, Missouri 3/12/70 11/ 5/81 11/ 9/81 5,200 3,500
(Harry O. Moline, Jr., Esq.) ‘ (Estimated)

Morton Paul Kominsky, North Bergen, 2/13/70 12/18/81  12/18/81 424 76
New Jersey (Richard D. Shapiro, Esq.)

A.E. Pearson, Inc. 10/13/76  1/13/82 1/13/82 115 8
New York, New York
(William J. Rochelle, lll, Esq.)

Stalvey & Associates, Inc., Jackson 2/18/78  2/18/82 2/18/82 229 52
Mississippi (Henry E. Chatham, Jr., Esq.)

T. E. Slanker Co., Inc., Portland, 8/20/69 2/ 4/82 2/24/82 9,000 2,100
Oregon (Douglas M. Thompson, Esq.)

International Securities, Inc., Denver, 1/ 6/76  2/25/82 2/25/82 5,000 1,262
Colorado (William D. Scheid, Esq.)

G. S. Omni Corporation, Denver, 2/25/80  2/24/82 3/ 8/82 8,500 3,347
Colorado (James H. Turner, Esq.) )

G.V. Lewellyn & Co., Inc., Des Moines, 3/30/81 4/ 8/82 4/15/82 600 50
lowa (Paul R. Tyler, Esq.)

OTC Net Inc., Denver, Colorado 8/10/78 6/ 3/82 6/ 9/82 38,500 15,086

(Glen E. Keller, Jr., Esq.)

24



December 31, 1983

Distributions

From Debtors’ Estates SIPC Advances
Number Number
of Total Administration Contractual of
Value Customers Advanced Expenses Commitments Securities Cash Customers
$ 2,128,941 883 $ 5,662,441 $570,396 $ 64870 $ 88,237 $ 4,938,938 1,189
5,179,230 214 888,813 88,841 60,804 329,980 409,188 214
15,245,632 2,417 12,020,877 310,076 5,181,095 6,529,706 1,328
25,964,581 16,000 5,601,365 225,000 5,376,365 16,000
(Estimated) (Estimated)
6,271,715 2,053 5,828,716 50,000 281,936 2,405,930 3,090,850 3,495
1,631,773 2,267 1,018,997 355,161 3,558 180,768 479,510 1,307
27,656,973 17,477,157 10,179,816 841
7,478 13 53,928 3,894 33,847 16,187 54
144,064 46,908 97,156 5
1,834,018 95,567 1,377,087 361,364 140
187,976 59,981 127,995
132,606 105,751 10,479 16,376 29
3,707,691 2,447 1,336,214 664,569 12,024 659,621 526
16,227 4 973,091 316,055 391,048 265,988 23
15,575,600 12,858 1,413,032 923,244 39,788 450,000
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APPENDIX I

PART B: Customer Claims (Except Problem Claims) Have Been Satisfied

Customers®@
To Whom
Date Regis- Notices and
Member and Trustee tered as Filing Trustee Claim Forms  Responses®
By Date of Appointment Broker-Dealer Date Appointed  Were Mailed Received
Bell & Beckwith, Toledo, Ohio, 2/22/50 2/ 5/83 2/10/83 10,500 6,888
(Patrick A. McGraw, Esq.)
Royer Securities & Co., 8/ 3/79 5/19/83* 6 6
West Caldwell, New Jersey
(Direct Payment)
Gibralco, Inc., Santa Monica, 1/26/75  6/21/83 6/22/83 7,000 681
California (Alexander C.
McGivray, Jr., Esq.)
Western Pacific Securities, Inc. 7/23/79 7/1/83  7/11/83 450 110
Newport Beach, California
(Richard M. Neiter, Esq.)
Hanover Square Securities Group, Inc. 7/21/77  12/8/83 12/15/83 29,500 300

New York, New York (James W. Giddens,
Esq.)

*Date notice published
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December 31, 1983

Distributions

From Debtors’ Estates SIPC Advances
Number Number
of Total Administration Contractual of
Value Customers Advanced Expenses Commitments Securities Cash Customers
$ 869,685 189 $ 42,380,604 : $42,380,604 6,523
25566 $ 44 25,522 4
700,000 10,000 $ 400,000 290,000 810
1,026,394 70,264 936,634 19,496 29
1,291,118 1,291,118 2,700
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APPENDIX I

PART C: Proceedings Completed in 1983

Number of Customers
For Whom Trustees

Member and Trustee Trustee Have Distributed
By Date of Appointment Appointed Securities and Cash Total
Douglas F. Brown Financial Services, Inc., 7/18/78 20
Longview, Washington
(James E. Newton, Esq.)
Francis Eugene Mooney, Jr., d/b/a/ Bach 5/23/79 15 $ 14,732
Planning Co., Knoxville, Tennessee (SIPC)
The Income Builders, Inc., Houston, 1/ 6/82 10
Texas (Thad Grundy, Esq.)
Lewis & Company, Jackson, 5/6/83* 2
Mississippi (Direct Payment)
*Date notice published
Responses
Received/
Customers
Receiving

PART D: Summary

Part A: 1 Member—Customer Claims and Distributions Being
Processed by Trustee

Part B: 44 Members—Customer Claims (Except Problem Claims)
Have Been Satisfied

Sub-Total
Part C: 123 Members—Proceedings Completed

Notes:

(a

Notices and claim forms are commonly sent to all persons who, from
the debtor’s records, may have been customers. This is done so that
potential claimants may be advised of the proceeding.

(b

Revised from previous reports to reflect subsequent recoveries, dis-
bursements and adjustments.

(c

Number of customers receiving securities and/or cash.
d

To be reported at completion of liquidation.
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Distributions
From Debtors’ Estates

SIPC Advances

December 31, 1983

For Accounts Administration Total Administration Contractual

of Customers Expenses Advanced Expenses Commitments Securities Cash
$ 280,478 $ 88,652 $ 580 $ 191,246
$ 14,732 246,443 71,264 175,179
186,772 33,498 153,274
47,246 24 41,921 5,301
() $ 924,143 $ 6,444 $ 917,699
$282,303,972 @ 141,108,427 8,349,621 $§ 592,799 $52,359,004 79,807,003
282,303,972 142,032,570 8,356,065 592,799 52,359,004 80,724,702
na 10 240 7 EAA AOA 0na 720 141 an4 104 0 4100 NNo

EOQ 200 ENe ¢1n 40N NN9
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APPENDIX II

1983 1982 1981 1a8n 1979
Revenues:
Member assessments and contributions $36,763,866 $ 282,096 $ 259506 $ 154169 $ 64,321
Interest on U.S. Government Securities 18,147,989 20,807,973 24,001,865 19,501,245 15,342,696
Interest on assessments 8,407 826 7,063 76 8,728
54,920,262 21,090,895 24,268,434 19,655,490 15,415,745
Expenses:
Salaries and employee benefits 1,296,849 1,195,920 1,113,512 1,069,755 1,009,117
Assessment collection direct costs 16,089 2,935 1,851 680 2,080
Legal fees 1,057,907 142,411 12,813 50,733 19,850
Accounting fees” 89,463 41,000 13,258 12,200 7,400
Other:
Custodian fees 9,540 9,164 11,333 11,207 9,861
Depreciation and amortization 15,879 12,866 12,705 11,979 11,474
Directors fees and expenses 15,369 11,200 3,098 2,160 2,242
Insurance 9,297 9,792 11,265 8,284 8,597
Office supplies and expense 85,334 55,532 57,475 59,146 52,503
Postage 15,384 9,950 8,527 7,712 5,021
Printing and mailing annual and interim reports 20,663 16,322 16,735 15,601 12,715
Publications and reference services 32,701 19,334 16,930 16,376 10,725
Rent—office space 306,300 306,440 158,394 130,725 131,302
Telephone and telegraph 20,268 23,646 25,278 24,006 22,191
Travel and subsistence 104,323 135,786 118,220 44,556 36,446
Miscellaneous 132,047 9,831 14,977 10,127 8,375
767,105 619,863 454,937 341,879 311,452
3,227,413 2,002,129 1,596,371 1,475,247 1,349,899
Public information program consultant’s fees — — 101,411 150,503 44,383
3,227,413 2,002,129 1,697,782 1,625,750 1,394,282
Customer protection proceedings:
Net advances to:
Trustees other than SIPC:
Contractual commitments (net recoveries) (116) 277,399 47,195 (29,814) (49,850)
Securities (net recoveries) 169,352 5,911,616 51,526,215 818,362 (6,000,106)
Cash 43,986,859 7,134,544 11,585,507 1,030,140 608,402
44,156,095 13,323,559 63,158,917 1,818,688 (5,441,554)
Administration expenses 787,407 3,331,870 1,292,915 987,077 255,375
44,943,502 16,655,429 64,451,832 2,805,765 (5,186,179)
Estimate of future recoveries (16,200,000) — (10,000,000) — (1,500,000)
28,743,502 16,655,429 54,451,832 2,805,765 (6,686,179)
SIPC as Trustee:
Securities (net recoveries) 1,740 (289,315) 40,425 1,355,679 75,525
Cash 907,228 32,500 38,687 417,275 336,817
908,968 (256,815) 79,112 1,772,954 412,342
Administration expenses (net recoveries) 91,738 62,718 (159) 19,695 1,449
1,000,706 (194,097) 78,953 1,792,649 413,791
Estimate of future recoveries (200,000) — — {1,000,000) —
800,706 (194,097) 78,953 792,649 413,791
Direct payments:
Securities 41,921 — — — 34,140
Cash 30,823 — — 47,250 216,099
72,744 — — 47,250 250,239
Administration expenses (net recoveries) 68 (4,733) — — 1,330
72,812 (4,733) — 47,250 251,569
Net change in estimated costs to complete proceedings (800,000) (6,600,000} 15,400,000 (500,000) 4,500,000
28,817,020 9,856,599 69,930,785 3,145,664 (1,520,819)

Excess revenues (expenses)

AN NAA ann

44 Arn 20N

*Includes fees and expenses of litigation related to proceedings (1983-$77,763, 1982-$25,000).
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APPENDIX III

(In Thousands of Dollars)

From
Debtors’
Estates
(Including
Securities) From SIPC Total
1971 $ 271 $ 401 $ 672
1972 9,300 7,343 16,643
1973 170,672 31,706 202,378
1974 21,582 (222)* 21,360
1975 6,379 4,746 11,125
1976 19,901 764 20,665
1977 5,462 254 5,716
1978 1,242 2,518 3,760
1979 9,561 (4,779)* 4,782
1980 10,163 2,848 13,011
1981 36,738 63,238 99,976
1982 28,442 9,359 37,801
1983 21 AN 7 128 5Q N0

*Net recoveries.
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