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"SIPC shall not be an agency or establishment of the United States Government . . .
SIPC shall be a membership corporation the
members of which shall be all persons registered as brokers or dealers* ..."
- Securities Investor Protection Act of 1970
Sec. 3(a)(l)(A) & (2)(A)
*Except those engaged exclusively in the dishibution of mutual fund shares, the sale of variable
annuities, the insurance business, furnishing investment advice to investment companies or insurance company separate accounts, and those
whose principal business is conducted outside
the United States. Also excluded are government
securities brokers and dealers who are registered
as such under section l SC(a)(l)(A) of the Securities Exchange Act of 1934.

Message From The Chairman
I am pleased to note that, once again, SIPC has had a remarkably
good year. In this, our 20th year of operations, the number of new
liquidations we have had to commence continues to be relatively
small, and the financial resources available to SIPC are at an all-time
high.
As detailed more fully in this report, SIPC commenced eight customer protection proceedings in 1990. It is important to recognize that
a majority of those proceedings were very small in terms of number
of customers and anticipated dollar exposure to the SIPC Fund. Of
equal significance is the fact that at year end, the SIPC Fund stood at
$569 million, the highest it has ever been in our history.
In spite of such an encouraging year, we at SIPC have continued
to examine very carefully how we can best and most efficiently deliver the protections our program provides to the public. This has
been combined with a thorough review of the financial resources
needed to continue to keep the SIPC program on a sound and solid
footing . We engaged the national accounting firm of Deloitte &
Touche to conduct a study for us on the financial resources needed to
support the SIPC program. The report, which we received in the fall,
concluded that "the SIPC Fund and funding structure is adequate to ..."
meet expected needs. The report also pointed out, however, that a
major failure or failures could result in the depletion of the SIPC
Fund. Our directors spent the last months of 1990 and the early part
of 1991 considering the report and other information which we had
gathered on the subject. In February of 1991, our directors took the
following actions: First, the board unanimously decided to build the
SIPC Fund to $1 billion subject to reduction of that goal if SIPC finds
other more efficient ways to achieve that level of protection. As an
important corollary to that decision, the board also decided to establish a task force which has been asked to examine and report to the
board on the SIPC assessment base and alternative means of satisfying the assessment burden. We look forward to the receipt of that report and the insights it will provide for us.
Finally, I should note the retirement of one of SIPC' s original
officers, John B. Bourne, who, as our Vice President-Finance, was
instrumental in developing and maintaining many of the financial
policies and procedures for our organization. After 19 years of loyal
service, we all wish Jack health and happiness in his retirement.

James G. Stearns
Chairman
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In Memory

Hugh F. Owens
SIPC's Second Chairman
October 15, 1909-September 1, 1990

Mr. Owens, SIPC' s second chairman, led a life of public service characterized by a
remarkable history of bipartisan recognition of his abilities. He was first appointed a
Commissioner of the Securities and Exchange Commission in 1964 by President Lyndon
Johnson. He was subsequently reappointed by President Richard Nixon. He was appointed
chairman of SIPC by President Nixon in 1973 and subsequently reappointed by President
Jimmy Carter.
In 1971 Mr. Owens received a Presidential Citation from President Nixon expressing
the President's "personal appreciation" for presiding over the SEC "with great distinction"
as its acting chairman in 1971. He carried this notion of service "with great distinction" over
to SIPC when he took over its helm in late 1973. At the time of his Senate confirmation
hearings, in November 1973, Mr. Owens assured the Senate Committee on Banking,
Housing, and Urban Affairs that "the first thing" he would do as chairman of SIPC would
be to look into ways to amend SIPA so as to streamline its procedures and achieve a more
rapid distribution of cash and securities to customers. As Chairman Owens subsequently
testified in support of proposed amendments to SIPA, "One of my first official acts as
chairman of SIPC was to appoint a task force to review the 1970 act and its operations with
a view towards achieving better, faster, and more efficient methods of investor protection."
This task force had its first meeting on January 3, 1974, only a few weeks after Chairman
Owens took office . With Chairman Owens' energetic support, the task force recommended
legislative changes which were introduced in Congress in 1974. These changes were
eventually adopted and for the first time enabled SIPC to give the customer what he
expected to receive from his broker. In Chairman Owens' words: "If John Q. Investor has
100 fully-paid shares of IBM and a credit balance of $200, he expects to receive from the
trustee a stock certificate for 100 shares of IBM and a check for $200." The amendments
achieved this goal by authorizing the transfer of customer accounts in bulk to other firms
and by authorizing the purchase of missing securities in the m arket. In addition, the
amendments eliminated the need for expensive and cumbersome court supervised liquidation proceedings in very small cases.
As a result of Chairman Owens' vision of customer protection, SIPC is now able in
many cases to deliver thousands of customers' securities accounts to them in days and
weeks rather than in months as was the case prior to the amendments which he
championed. Chairman Owens brought the SIPC program to maturity and enabled it to
fulfill its purposes.
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Customer Protection Proceedings
"An Act to provide greater protection for
customers of registered brokers and dealers
and members ofnational securities exchanges."
-Preamble to SIPA

Customer protection proceedings
were initiated for eight SIPC members
in 1990, bringing the total since SIPC's
inception to 220 proceedings commenced
under SIPA. The 220 members represent
less than 1 percent of the approximately
27,800 broker-dealers that have been SIPC
members during the last 20 years. Currently, SIPC has 9,958 members.
The eight new cases compare with
six commenced in 1989. Over the last
ten-year period, the annual average of
new cases was eight.
Trustees other than SIPC were appointed in six of the cases commenced
during the year, and the other two cases
were direct payment proceedings. SIPC
members for which customer protection
proceedings were undertaken are:

Date Trustee
Appointed

Member
Underhill Associates, Inc.
Red Bank, New Jersey
(Direct Payment)

4/03/90*

Oberweis Securities, Inc.
Chicago, Illinois
(J. William Holland, Esq.)

6/18/90

First Ohio Securities Company
Cleveland, Ohio
Goseph Patchan, Esq.)

6/22/90

Blinder, Robinson & Co., Inc.
Englewood, Colorado
(Glen E. Keller, Jr., Esq.)

8/01/90

K.A. Knapp & Co., Inc.
Grand Rapids, Michigan
(Direct Payment)

9/06/90*

D F W Clearing, Inc.
Fort Worth, Texas
(Robert G. Richardson, Esq.)

9/17/90

Carolina First Securities Group, Inc.
Winston-Salem, North Carolina
(L. Bruce McDaniel, Esq.)

10/31/90

Lloyd Securities, Inc.
Elkins Park, Pennsylvania
(Robert E. Shields, Esq.)

12/22/90

Of the 220 proceedings begun under SIPA to date, 170 have been completed, 41 involve pending litigation matters, and claims in 9 are being processed
(See Figure I and Appendix I).
During SIPC' s twenty year history,
cash and securities distributed for accounts of customers aggregated approximately $1.8 billion. Of that amount,
approximately $1.6 billion came from
debtors' estates and $171 million came
from the SIPC Fund (See Appendix III).
SIPC Fund Advances

Table I shows that the 41 debtors for
which net advances from the SIPC Fund
of more than $1 million have been made
accounted for 84 percent of the total
advanced in all 220 customer protection
proceedings. The largest net advance in
a single liquidation is $32.5 million for
Bell & Beckwith. This exceeds the net
advances in the 174 smallest proceedings combined.
In ten proceedings SIPC advanced
$126 million, or 56 percent of net advances from the SIPC Fund for all proceedings.

*Date notice published

FIGURE I
Status of Customer Protection Proceedings
December 31, 1990
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FIGURE 2
Location of Customer Protection Proceedings
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Claims over the Limits

Of the more than 320,000 claims
satisfied as of December 31, 1990, a total
of 293 were for cash and securities whose
value was greater than the limits of
protection afforded by SIPA.
The 293 claims, a net decrease of 6
during 1990, represent less than twotenths of one percent of all claims satisfied. The unsatisfied portion of claims,
$24.4 million, increased approximately
$5.4 million during 1990. These remaining claims approximate 1 percent of the
total value of securities and cash distributed for accounts of customers.

TABLE I
Net Advances from the SIPC Fund
December 31, 1990
220 Customer Protection Proceedings
Net Advances
From
To
$10,000,001
up
5,000,001 $10,000,000
1,000,001
5,000,000
500,001
1,000,000
250,001
500,000
100,001
250,000
50,001
100,000
25,001
50,000
10,001
25,000
10,000
0
Net recovery

\J\tl,._G.\"\~

"Cl<~O\.INA
c NO~'"

Number of
Proceedings

Amounts
Advanced

4
6
31
24
27
51
37
20
7
9
4

$ 87,159,195
38,867,151
61,773,263
16,790,979
9,018,363
8,416,198
2,630,859
743,258
99,316
26,089
(1,119,827)*
$224,404,844+

*Recovery of assets and appreciation of debtors'
investments after the filing date enabled the trustee
to repay SIPC its advances plus interest.
+consists of advances for accounts of customers
($171,209,297) and for administration expenses
($53,195,547).

S CAROLINA

2

Membership and the SIPC Fund
SIPC Fund

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

The net decrease of 1,326 members
during the year brought the total membership to 9,958 at December 31, 1990.
Table II shows the members' affiliation
for purposes of assessment collection, as
well as the year's changes therein.

TABLE II
SIPC Membership
Year Ended December 31, 1990
Agents for Collection
of SIPC Assessments

Total

National
Association of
Securities
Dealers, Inc.
4,781
SIPC(b)
1,857
Chicago Board
Options
Exchange
Incorporated
1,418
New York Stock
721
Exchange, Inc.
American Stock
Exchange, Inc.
565
Pacific Stock
282
Exchange, Inc.
Philadelphia Stock
Exchange, Inc.
205
Midwest Stock
104
Exchange, Inc.
Boston Stock
25
Exchange, Inc.
9,958

Delinquencies

Added(a) Terminated(a)

272
297(c)

136
2,075(d)

140

45

72

14

68

11

53

4

27

1

25

1

Members who are delinquent in paying assessments receive notices pursuant
to SIPA Section 14(a).1 As of December 31,
1990, there were 1,551 members who were
subjects of uncured notices, 727 of which
were mailed during 1990, 424 during 1989
and 400 during the years 1979 through
1988. Subsequent filings and payments
by 29 members left 1,522 notices uncured.
SIPC has been advised by the SEC staff
that: (a) 329 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 or are being recommended; (c) 150 are expected to cure their
delinquencies; and (d) 1,006 are being contacted by its regional offices or the affected
examining authorities.

3
957

2,287

Notes:
a. The numbers in this category do not reflect
transfers of members to successor collection
agents that occurred within 1990.
b. SIPC serves as the collection agent for registrants under section 15(b) of the 1934 Act that
are not members of any self-regulatory organization. The "SIPC" designation is an extralegal
category created by SIPC for internal purposes
only. It is a category by default and mirrors the
SECO broker-dealer category abolished by the
SEC in 1983.
c. This number reflects the temporary status of
broker-dealers between the effective date of registration under section 15(b) of the 1934 Act and
membership in a self-regulatory organization.
d. This number reflects the temporary status of
broker-dealers between the termination of membership in a self-regulatory organization and the
effective date of the withdrawal or cancellation of
registration under section 15(b) of the 1934 Act.

The SIPC Fund, consisting of the
aggregate of cash and investments in
United States Government securities,
amounted to $568.6 million at year end,
an increase of $96.9 million during the
year.
Tables III and IV present principal
revenues and expenses for the years 1971
through 1990. The 1990 member assessments were $73.0 million and interest
from investments was $42.8 million. During the years 1971 through 1977, 1983
through 1985and 1989through 1990, member assessments were the principal source
of revenues and they were based (on a
percentage of each member's gross revenue from the securities business.
Appendix II is an analysis of revenues and expenses for the five years ended
December 31, 1990.
114(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.

Administration
Three of SIPC s directors terminated
their service on our board during this
year. In June, David W. Mullins, Jr., who
had been the representative on our board
from the Department of the Treasury, left
his position with the Department of the
Treasury to become a member of the
Federal Reserve Board. Robert R. Glauber,
Under Secretary for Finance, then served
as a director replacing Mr. Mullins from
June, 1990, until November, 1990, when
Jerome H. Powell was confirmed as Assistant Secretary for Domestic Finance, at
which point the Secretary of the Treasury
appointed him as a director of SIPC. In

addition to the above changes, Frederick
N. Khedouri, Managing Director of Bear
Steams & Co., Inc., who had been serving as an industry member of our board
under a recess appointment from President Reagan, ceased his service with us.
One of SIPC's original employees,
John B. Bourne, who had been serving
as Vice President-Finance since 1984,
retired in July of 1990 after 19 years of
service.
We at SIPC have benefited greatly
from the talents and expertise of these
individuals, and we thank them for their
time and service to our corporation.

t

TABLE Ill
SIPC Revenues for the
Twenty Years Ended
December 31, 1990

Millions of Dollars

$80

Member assessments and contributions:
$528,188,412

$70

Interest on U.S. Government
securities:
$358,450, 921

$60

History of Member Assessments*
1971: ½ of 1% plus an initial assessment of 1/s
of 1 % of 1969 revenues, $150
minimum.
1972-1977: ½ofl%.
January I-June 30, 1978: ¼ofl%.
July I-December 31, 1978: None.
1979-1982: $25 uniform annual assessment.
1983-March 31, 1986: ¼ of 1% effective May
1, 1983 ($25 minimum).
1986-1988: $100 annual assessment.
1989-1990: 3/io of 1% ($150 minimum).

I

$50
$40

$30
$20

$10

*Rates based on each member's gross
revenues from the securities business.

TABLE IV
SIPC Expenses for the
Twenty Years Ended
December 31, 1990

•

Millions of Dollars

$80

Customer protection proceedings:
$247,504,844
(Includes net advances of $224,404,844
less estimated future recoveries of
$5,700,000 and $28,800,000 of
estimated costs to complete
proceedings.)

$70

Other expenses: $57,417,502

$40

$60

$50

$30
$20

$10

(1)

1m 1m 1m 1m 1m1m 1m1m 1~ 1~ 1~1~ 1~ 1~ 1~ 1m 1~ 1~ 1~
(1) Net recoveries.

•

Litigation
During 1990, SIPC and SIPC trustees were actively involved in litigation at
both the trial and appellate levels. The
more significant decisions are summarized below.
In SJPC v. Vigman, 908 F.2d 1461 (9th
Cir. 1990), an action wherein SIPC and
trustees for two broker-dealers in liquidation under SIPA alleged numerous violations of the anti&aud provisions of the
securities laws and of the Racketeer Influenced and Corrupt Organizations Act
("RICO") by various individuals, corporate entities related to them, and seven
issuers of securities in which the two
broker-dealers made markets, the court of
appeals reversed the district court's grant
of summary judgment to one of the defendants and held (i) that SIPC need not
be a purchaser or seller of securities to
have standing to bring the action under
RICO, and (ii) that as a conspirator, the
defendant is responsible for the acts of
others undertaken in furtherance of the
illegal agreement. A petition for certiorari
to the United States Supreme Court is
pending (No. 90-727).
In In re Investment Bankers, Inc.,
(Turner v. Davis, Gillenwater & Lynch),
No. 90-1168(10thCir., December 5, 1990),
the court of appeals dismissed an appeal
because the order of the district court
was not final. The district court has
remanded the case to the bankruptcy
court for a determination of whether,
and for what amount, the trustee is
entitled to prejudgment interest on the
amounts set aside by the court as preferential and fraudulent transfers, including fees paid by the debtor to its attorney to resist the SIPA liquidation petition.
Civil Action No. 86-C-1945, Adv. Proc.
No. 82-M-0087 (D. Colo., May 15, 1990).
As noted in last year's Annual Report, in Clark v. Goldberg, 893 F.2d 1139
(10th Cir. 1990), the court of appeals affirmed the district court's decision that the
former wife of the debtor's principal had
waived and is now estopped from claiming any rights to property acquired by her
former husband during their marriage.
The SIPA trustee had garnished the property to satisfy large judgments obtained
against the principal. The court of appeals
noted that the district court had exclusive
jurisdiction over the property subject to
garnishment.

In SJPC v. Blinder, Robinson & Co.,
Civil Action No. 90-1354 (D. Colo., August 1, 1990), the district court ordered the
initiation of the debtor's liquidation proceeding over the objection of the brokerdealer, which had filed for reorganization
under Chapter 11 of the Bankruptcy Code.
The district court stated that the filing of
the Chapter 11 petition was sufficient
grounds to grant SIPC' s application. The
United States Court of Appeals for the
Tenth Circuit refused to stay the district
court's order because the broker-dealer
failed to show that it had a likelihood of
success on the merits and the existence of
irreparable harm. No. 90-1223 (10th Cir.,
August 10, 1990). An appeal to the United
States Court of Appeals for the Tenth
Circuit is pending (No. 90-1223).
In In re Government Securities Corp.
(Camp v. National Union Fire Insurance
Company), 111 B.R.1007(S.D. Fla. 1990),
the district court affirmed the bankruptcy
court's order and held that (i) section
541(c)(l)(B) of the Bankruptcy Code applies to SIPA liquidation proceedings
and thereby invalidates the automatic
termination provision in the debtor's
securities dealer blanket bond and (ii)
the SIPA trustee was entitled to seek
coverage for a possible loss under the
bond. An appeal to the United States
Court of Appeals for the Eleventh Circuit is pending (No. 90-5356).
In In re Bell & Beckwith (McKenny v.
McGraw), Case No. 89CV7534 (N.D.
Ohio, April 16, 1990), the district court
affirmed the bankruptcy court's decision and held, among other things, (i)
that the SIPA statute is constitutional,
(ii) that under the Supremacy Clause of
the U.S. Constitution inconsistent state
laws must give way to SIPA, and (iii)
that the method of allocation and distribution of customer property proposed
by the SIPA trustee w as in concert with
SIPA. An appeal to the United States
Court of Appeals for the Sixth Circuit is
pending (Nos. 90-3434 and 90-3454).
In In re Bell & Beckwith (McGraw v.
Betz), 112 B.R. 863 (N.D., Ohio 1990),
the bankruptcy court held that it had
jurisdiction over general partners of the
debtor and that the general partners
were personally liable for the approximately $30 million deficiency in the property of the debtor's estate.

In In re Investors Center, Inc., No.
089-0017-21 (Bankr. E.D.N .Y., August
14, 1990), the bankruptcy court held
that, where customers claim that securities were sold, internal brokerage documents evidencing the placement of sell
orders by the customers do not, under
SIPC Rule 502(b), 17 C.F.R. 300.502(b),
constitute written confirmation that the
orders to sell were in fact executed.
Shortly after 1990, in In re Brentwood
Securities, Inc. (SIPC v. Pepperdine University), No. 88-6257 (9th Cir., February 5,
1991), the court of appeals reversed in
part, affirmed in part, and remanded a
district court judgment. The circuit court
held that only claimants who could show
that they had entrusted cash and/or securities to a securities broker-dealer and were
owed cash and/or securities when the
broker-dealer became insolvent could recover under SIPA. In this case, the claimants had drawn their checks to the issuer
of the stock they wished to purchase and
the issuer collected the proceeds of the
check. The claimants had not entrusted
cash or securities to the debtor brokerdealer, nor was the debtor involved in the
transactions at all. The court stated the
SIPA definition of "customer:"
"embodies a common-sense concept:
An investor is entitled to compensation
from the SIPC only if he has entrusted
cash or securities to a broker-dealer
who becomes insolvent; if an investor
has not so entrusted cash or securities,
he is not a customer and therefore not
entitled to recover from the SIPC trust
fund."

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-regulatory
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 Section lO(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 appointed to
administer customer protection proceedings and SIPC personnel cooperate with

the SEC and with law enforcement authorities in their investigations of possible violations of law.
As a result of SEC and self-regulatory
action in 1990, seven persons associated
with members subject to SIPC proceedings were barred from association with
any broker or dealer.

Bars against associated persons included exclusion from the securities business as well as bars from association in a
principal or supervisory capacity.
The $2,820,300 in fines assessed by
self-regulatory authorities were levied
against 77 associated persons and ranged
from $250 to $450,000.

Criminal and Administrative Actions

Members in or Approaching Financial
Difficulty

Criminal action has been initiated
in 84 of the 220 SIPC proceedings commenced since enactment of the Securities Investor Protection Act in December
1970. A total of 199 indictments have
been returned in federal or state courts,
resulting in 163 convictions to date. As
of December 31, 1990, sentencing was
pending against 1 person who had been
convicted.
Administrative and/or criminal action in 211 of the 220 SIPC customer
protection proceedings initiated through
December 31, 1990, was accomplished
as follows:
Number
of
Proceedings

Action Initiated

57

1. Joint SEC/Self-Regulatory

2.
3.
4.
5.

Administrative Action
Exclusive SEC Administrative
Action
Exclusive Self-Regulatory
Administrative Action
Criminal and Administrative
Action
Criminal Action Only

36
34

77
7

Total

211

In the 204 customer protection proceedings in which administrative action
has been effected, the following sanctions have been imposed against associated persons:
Notice of
Suspension 1
Bar from
Association
Fines

SEC

Self-Regulatory
Organizations

112

92

332

191

Not
Applicable

$2,820,300

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
maximum of one year.

Section 5(a)(l) of SIPA requires the
SEC or the self-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 NASO fulfill this
requirement through regulatory procedures which integrate examination and
reporting programs with an earlywarning 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 investing
public.
Members on Active Referral

SIPC maintained active files on 22
members referred under Section 5(a)
during the calendar year 1990. Fifteen
new referrals were received during the
year and seven active referrals had been
carried forward from prior years. Three
of the 22 remained on active referral at
year-end.
In addition to formal referral of members under Section 5(a), SIPC received
periodic reports from the self-regulatory
organizations identifying those members which, although not considered to
be in or approaching financial difficulty,
had failed to meet certain pre-established
financial or operational criteria and were
under closer-than-normal surveillance.

*SIPC v. Barbour, 421 U.S., 415 (1975)
'Notices of suspension include those issued in conjunction with subsequent bars from association.

Financial S tatenients

Report of Ernst & Young
Independent Auditors
'

..,

,,
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Board of Directors
Securities Investor Protection Corporation
We have audited the accompanying statement of financial condition of Securities Investor
Protection Corporation as of December 31, 1990
and the related statements of operations and fund
balance and cash flows for the year then ended.
These financial statements are the responsibility
of the Corporation's management. Our responsibility is to express an opinion on these financial
statements based on our audit.
We conducted our audit in accordance with
generally accepted auditing standards. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used
and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Securities Investor
Protection Corporation at December 31, 1990, and
the results of its operations and its cash flows for
the year then ended in conformity with generally
accepted accounting principles.

Washington, D ~ -/·
March 18, 1991
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Secttrities··Jnpest(Jr :ProtectionCarpor~tion

c

, statement ofFinancial onil}tion
Decem.ber 31, 1990
· .
·
ASSETS
Cash.(Netof$103,961escrowe,a funds) ... ··). ·: · .. : ...... :, ·,· , ...... ...... .
· Es,tim·ated member assessments rec~ivable (Note 3) ' .. .: ....... >:..
......,.............. ......... ...
•.· u.S; Government s~cµrities,. ~t amortizedcos,t.and accrued interest recei~able ($J0,871,029);
(approxim~te marke,t$5n;300,,000) . .... •,• . ........ : .. . .... , .. : .',,.,: .... •.. •. ..... : .... : ..... · ... : .. ·.
·Ad'vances ,to .t~s,tees for customerj5rotectiori proceedingsin progress; .less allmvance for possible
i io's ses($134,232,16J) (Note 4).; . :. ..
,.: . ......., ... : :,. ,.... . , ... '.. . . . . . . . . ..................... .
Other ..; , .... ,,.
·
, .... , . . ... , .·.·............ J .•. .... ., . , ...... ·..

$

443,272
37,200,000.

568,143,978
5,700,000
338,284

$611,825,534

'UABIUTIES AND FUND BALANCE
Adyances to trustees-in process (Note 4) . : . ; ...•. . . ..: . . ............. ; .... : . -'· ........... .
.. Acco.u nts payable and accrueg expenses (Note, 7} ....... .,. . . . . .
.......
. ..... , ....... : ..... .
, Estjmatecl co~tsJo COIP,plete, CUSt()mer protectionproceedirj,gsil). progress "(Note 4) .. •. : ; .... , . ... : . :.

. $

9,486 .
1,299,061
28,800,000 ·
30,108,547

·. CornIP,itmerits
,(Note.5 )
-,--,,/
'

.

··'

.

.·_

,

581,716,987

$611,825,534

Sfatetnent 9f Operations. anJE~nd B;alance .
for the year. e,nded December 31, 1,990
.
· . Rev~IlUt:ls: ,
,· .·.
Mt:nriber assessments (Nbte, 3) .......·.
intei:es(~~ 'u.s.:coternrheritsecµrities · ··

$ . 73,029,832
42,894,033
115, 923;865

·· Expe11~es: .·. ·.··· ·.··.•.·., ,.. ·.. ·,. •· .. .·• . . .·•· . ·•·· ..
. Salarie5 and ~mploye,e benefits, (Note]}
Lega(Jlndacco~nting fees (Npte i) .. ,.
.. ,· .·. . ,
(2:re,diJ ~greement commitment fee (Note, 5) , : . : _. ............ : .
Rent {Note, 5) .... , . , . . . . . .
.
.
.
,
Othe~ .
'. ...... ,.. .

3,,120;435
240:274 ·
1,052,135
,,. 459323
.I
,·
'861,185

0

, 5,733,352
§xcess estiinated future r~c6yefies ,over proyjsic)lffor estim,ated tos,ts 'to co~plete· customer '
protectionpmceedfugs in.progress
(Note
4) : .
. .. , .... ·>..
. . . : .,... :' .. : ..... : .... , . , . ... , .... .
..
''
.
.
'
' ·.•

'

'

..

'

.

.

.

' ' ;. ·.

;;_·.

.

.

'

.; .

.

~

."

'

.

.

.

;

(7,734,088)
. {2,000,736)

. . . .-_ .-· . ,.•
~

.... .. •.. ......
-.·

_;

-· ·-

. . ..
.

. .... ... •.
'

117,924,601
·463,792,386

$581,716,987

'Stt1,temeni. ofCashPlows
.
.-for the year ended December.31 , ·]990
· Operating activities:
Member assessn,1ent~ received . .. ... , .. : :: .. , .. .. , .. ... : ..: . . .
Interestreceived fr~m u.s.-Gov~rpmentsecp?ties ..... ,. . .
.. .
. .
.
A_dvances paid to _trustees ... . . . : : .... •. . .. , .. . _.• . . ... •. : . .. , . , : . . : . , .. . ... . . .. , ; . .:. :.. ... ... : : : . : : .
. Recoveriesofadvan~es . . : o'·. :.. '. :.. , .... .. .. .. O'·:: ..
..
Salaries and other operating i:lCtivities expenses paid ,. .
..
. .
. ... ·.. .
, Net cash.provided.by ,,op.era.ting
activities
. .~-:' . :.·, , .. ,: . . ... ,. . . . :,. . ..: . . ~. , . ..,-..·. '. . :' . .
.
.
'

'

.

.

,•

''

.,

.

· ·;

98,721,876 · .

~

I.

I.

Investing a~tivities: . ·. . . .. . . . . . . , . .
.
·. . .
Proc\;eds fr9m s,i!es ofO.s . Government securities .... ...:. . . . .·.
Purchas:spfU::5:- Gover11flent 'sefuri~es . ,; . . ... :·, . :. · ·.: . . . . :
. Purchases of furnifure:and eguipmen~

. . . 5?3;36li7!t
' (661,941;898)
· (22,334). .

Net cash used by investing activil:ies :.•. , : . .·. , ... . . . . . . . :
· Increase in cash. .. . . . , , . . : :•. . . .. . , . . .••.. . : :~ ·: ... , . : ; . . . : : .
Ca~h, beginnlng of year ·' ... ...... :: .. . .,·. . . ..... ; .. . · : .,.. .·,, : .. : ... .. .. .
.

'

See n~tes .to financial statements.

'

I

s

. Notes to Financial . iatem~nts'

.

i.

I

."

',

..

~ '

,.

,

Organization
sion .is•.• at1thorized fo :issue notes _or . pr9gress1.Ies.s.~n allo\<\rahce'fof po; s~ble
. The Sec~ritles. Investor Protecti~:n ' othet obligations to the $ecretary ,of ·losses.
'
.
. ., •.• . . ...
Corpor~tion (SIPC) was create'd bf the · the Treasury-in an aggr5'.lgate amount . ' ~stimated c_6sts to completf .j:,ro5ecuritieslnvestor Protection Act of 1970 . · · ,not to.exceed $1,,000;D00,000.
. ceedmgs are .·accrued · based , tiport the
(SIPA); which was' enacted 'On becem- ' '
.•
. . .· · . .•. . ..
. .
' costs. of compie_ted cases of COIIlP~r.al1le
ber 30; 1970 primarily' fot the purpose of':, 3. ·Member asses5:me11ts
size a_n d cbIIlplexity an~ other costs that
providing protection to cµstomers of its
. EffectiveJanuary l ,1989, eachmem- car be reasonably estin:mted. _Recoveries
members. SIPC .is a nonptoffr member~ ber's aspessment }s paid selili-a.11.Iluruly are e5hrrmted based upon"the expected
ship corporation and shall ha_ve succ:es.: an,d it is at the _rate o_f 3/16ths, of1% of .. disp9sition of the .debtors' es'ta.t~s:
sion until dissolved .· by an Act -of Con- ·.• ·• gross l evenues from the securities b:usi- ·
gress. Its 'members include all peisorts ness or $150, whichev,e r is gi:eatei ; <
· registered . as brokers or dealers under
·
·
Section 15(b) of the Securities Exchange . , 4. ·. Customer p~otectiori proceeding~ .·
Act of 1934 except for those ·persons . . . . . Custo_-~. ;r_)_ P_rq_t_ecti()_n_._._ p_r_o_c;_e_ e_d_ in
_·. ·gs ,
excluded under SIPA:
·
, include
· ·· Iiquida~otts
·
(procee.dihgs)
._c;on~
du.cted l1y coyrtappointedtrustees, ~pd·,.
2... The :'SIP<= Fund"•,
·direct payment proceedings conducted
. . The ,;SIPCFund,/1 as defined _by · · .b y SIPC, There are 50 procee~ings in
·· SIPA, consists.of cash and U.S. Govern~ progress at D~cember 31;'..,1_990. Cu.s
ment secmities aggregating$568,58712SQ; toIIler daims have been satisfied in 41 of
. . In the event the .SIPC Fmtd' is or these proceed,ings and iJi 9 ,proceedings
may reasortably appear .to be ,i nsuffi-; customer ,. claims and distributions · . are
cienf for the purpo,ses of 51PA, the ' beirigproc~ssed. . .
·
. .
.
.
· ··· Advqnces to trustees represent 11.et ·
Securities and Exchange Commission
is authorized to make loans to SJPC . amounts •disbu_rsed a nd' amounts ·curmid, in that connection, ·the Commis~ . rently . paya,ble for . proceed4tgs
0

I

~~stomer •Protett.iim Proctiedings
Estimated costi
· •. ·. to .. ·
· complete
. :$42,300,()00 ,

Balq:t1ce, qeginning 55£. ye<lr :'" . .. : ,

.Add:

SIPC has a non-co:t1tributpry ,de- ,
fined ,benefit plan ,a nd a c;onJributory : ,
defined contribution. . plan·.'\v.h ich cover
all . erhployees. Information · regardirJ,g ·
. , these plqns, provided in accordance with
Statement ' No. 87<0£ the Ftnancial Accounting
Standards
Board,)ollbws:
,.
,'.

..

. Less: ..
, ,
"p ecrease inprovisionJor .estimqtecl
. costs Jo cbrripl~te ·proceec:lings ..· ·
Recqveries estjlnated previously
·Advancei?to t~;tees ·....' . : ._..... ·.. : .... "·

,

1atea ex"'
· ... cllstom~trayrn~nfs ,u1dre_
·, pens~s ,o,f ,. direct., payrne11t ·.f'TOCeedings •.,
qre recor.ded as expenses .qS )hey are
incuded i
'
' ,' , ,
. , ' , ',

'

Dt?fined benefit plan (actuarially
·'determined*): .·
Service ·cost-benefits earned ··
· dutfng 1990 .... , .. ..· ... ,.: $163,950
.Interest accrued on Projected;
· Benefit Obligation . . . . . . . . 228,005
Return on Plan assets .·..... (106,142)
~etarnortiwtion and
.
,u deferral : . . . . . . . . . . . . . . . . . . · (235,998)
'

'

.

6. Reconciliation of excess revenues
With'11et c.1~h provi~ed by, ··
·
operating ,a.ctiv,ities:
·

.. . . .. .
Net'pgnsion expense .
· Defined contribution plan-'-SIPC
. conm,bu:tions (60% of employee
· contributions, up fo :3.6% .of

:s;,µary,),,, :'.,: ,;. , ''., · ·.·, ',,, •. \ •

49;31s

. 54,741

'Tot~! pensibn dpen·s d for '
, · 1990 , ,,, ,',, ;, , ; , , . . , ; , ., , ,•.. , $104,556 ·

' legal an'd acccmhting. \e,e s indude ' ' ,Excess revenves:
fees a':t1d fxpenses of litigation rel.itted to .· . Net .decr~asej11,
prc1~eedings,· /. ,
.· ·.
. ·.·. ,
.-,esti_r11a~ed C()§f8 to ,
•*Assumptions used: ..
. ,'.These fina:qcial shiteinents do not
c9rnpiete c;ustomer,
1. D_
iscount rate
8%
protection proi::eedi11gs •. :(13, SOO)JOO)
inclµde a(:'coun·ta bility for assets and lia:.
'2: Expectei;i lorig-term
bilities of rnembers being liquidated by ' Increase in m'ein:bei-"· . . .· . . .
rateolrefum
9%
Slf>C as· 1'ru.stee. Sµchacsountability is
assess~entsreceivabl~
(8,200,000)
.3. Average compen5atio11 increase · ·5%
· re~ected in, reports required to .be filed
Increasejn c1morfaed .
4. Cost of living adjustment
· , 4%
. ·,, premium on.US. ,/
· with the .c9t;irts having juri,sdictiort.
As otJanµary J, 1991, the rriost recent
. . Government s_ecurities
actual'ia'l valuation date, t~eJunded status
'provision for ~IJ'lpfoye'e
of the defined-benefit plan was: , .
'
·. • Fti~rn _rpinimum apntial r~ntalsf~r
· posHetirement
· Pre,sentvait1e of bertefit obligations: .
officespaceUngera ten-yeadease effec;·.·• insurance-benefits
. · 949;229
Vested ..... : , ... $2,788,612'
tive ·$eptember1, ),987; atflie ra,te of Decrease in a.ccbimts ·.
...·Non"vested•:.... .· · 214,745, $3,003,357
$404,730, for the, first five years• anp . . , P<lYa.ble
.
(371,627) . Effec;rof projected future
'
.
$4n; rnsthereafrer,. totat$s,o3s,ooo.Ad:
Increase in accrued
.
·
s
alary
in.creases
.....
,
....
.
.
:
..
779,827
irii::reases '. in
,
,
ditiona.l rental based
'
,
' ,
interesfreceivable on
, Projected Benefit Ob.ligation .: . , 3,783,184
' 9pe,·. r_:a,hp
···g, ', ·. e,x,P,e' ns,,es, ,inc,l·u·,·. · . ,d1.·,.n,g.-' .· ,r, ea,l ,e, s~ . · •·•·U.S.
' , . Government
,'' ',
,
. Marketvalue of Plan assets, .·.. 3,497,359
tate·· taxes, qnd · in the Ccjnsµmer Price
securities : ·, ·.
. Furnfod Statu:,..::..:rr~{ected :·
·.Ind.e_x."'; .··.is re.·. ciu.ire·d· b.y th. .€ lease. Rent
·
o.··. the,rre,ccin
,· cilin,g ite,,.,m
,, i
· S·fxpert~e.for 1990totalled H~9,3,23 . . . ·
.:Benefit Obligation jn excess
· ·. · · · Astedif agreement ef£¢ctive Mqrch , Net -cash prov1de.d by
llla:rket valµe of Plan. ··· .
a-:Ssets ... , :. , :. : .·.... , i .. : ... . · (285,825)
31, J989 with a c6ns6ftiutri .of banks ' ' , operatingqctivities
.· pioyides . SJ.PC.. with $5(JO(OOO!QOO re~ ,
Unrecognized net asset ·. .... .: . . 315,125
volving;line .o f credit for, a tflree-yea,r
(600,950)
penodto and inc:lµding March 311 1992. ·
· Acfruedpen:,ion expense :. .
96)17
A:~y outsta~ding borrowihg ·by SlP_C
:Uprecognized nd loss · :'., ... $ (504,833)
', lhE;end'.qf}'vf\lrCh,1992must be repc1id at
a rnimrruirnin equal .quatteHy ·in.sta11~
In 1990 SIPC adopt{:'d a. postmedtsciver the succ~eding five year~,.
. retirement health and life insurance ben~ '
felof :ilsth qf l%) per anmimon the
efif p1an effective January l,J991, an_d
unused -portion ofJhe corninitrnent ,fa
recorded an actuarially'determined tra,npayabi~,-· quarterly
to the ba'nks.
.
sition obligation of $949)29'. '
',,_.,,"..
'
, ..

1.
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APPENDIX I . Customer Protection PrQceedings
PARl A: Customer Claims ancl Distri~utions
B~ing
Processe·d ·
-·
.
.

;

•,

Date Registered
as Broker-Dealer

Member and Trustee
By Date of Appointment

Filing
Date

\

Customers<a)
To Whom
Notices and
Claim Forms
Were Mailed

Trustee
Appointed

Responses<a>
Received
_,·{,_,

0:µuli Mutual, Inc. , . ·
, NewYoik,·New York
(Sam Scot,t Miller; E~H·)

10/23{80 ·

5/25/88 :,

5/25/88 '

tlOO

408

''

...

,

George R. Fi;iirweather Securitks,Inc. ·
·.
Jersey City, New·Jers~y
, (SIPC) , .
- . .

7/ .8/85

W-8188

9!'8/88 .

3.92

,:

Williams ·Fina~biaJ Gr~up, Inc.
. Spokane; Washington ,
Goseph A. Esposit9/ E~q.) .
..,- 12F27!78

Oberweis Securities·Inc.
Chicago; IUinbis
.
(J. William Holland, Esq. ) .·
- .

._;,,,

24

7/10/89 ,

.

11 9/89

First Ohio Securities Company ·
· Clevelcind,.Ohio
Goseph Patchan, Esq.} .
'

, -_

.

.

·6/22/90.

'

.

.

4/23/70

7/30/90

.

'

.

62,031 :'

J
.. I
·1

4,673 .

;I

.

. 81 1/90

215,000

D F W pearing> Irle.
Fort Worth, Texas
(Robert G , Richardson;E~q.) .

I/15/89

:

9/17/90,

, ·9/17/90

~, ;

Carolina Fir?t·S~curitie.s Group, Inc.,.
.. Winston-Salem, 'North Carolina ..
·(L .Bruce :rv.IcDaniel, Esq.)

TOTAL 9 MEMBERS: PART A

I

I

-~

Lloyd Securities, foe.
Elkins Park, Pennsylvania (Rob¢rt E. Shi~lds, Esg.)

,l
,]

.

.,

200

~ ~

. Blinder, Robinson & Co., Inc:·
' . Englewoqd, ' Colorado .
. . (Glen -E.
Keller,Jr.'. Esq.)
---- .

1.,,

30 - · . :~

.)2/ 7/89
''

.,

.

·, 6112/89

.• 8/24/90

6i 2{61

61 6790

10/31/90 ·

,

·. ·500
(Mailed .
1/31/91)
68,069

December 31, 1990
Distributions
From Debtor's Estates
Value

Number of
Customers

SIPC Advances
Total Advanced

, $3,387;990 , ·

Administration
Expenses

Contractual
Commitments

Securities

$1;834,581 ,·

Cash

Number of
Customers

$1,553,409

' 367

15,953

14

I·.
I

$

16,741

··120,246

87,552

144;394

29~394

115,000

244,097

·157·' 632
-· .,

35,383

1, 686,120 .

·· 10,000

. ·1;965;636 .

1;215,636

750,000

,1,300

222,707

· 64,646

3

$2,435,090

1,812

.,

24'.,500,000 .··

. 29,000

·. (~s~in.ated)

. (Estima_ted)

$7,835,836

$3,557,502

3

51,082

117

1,676,120

$1,843,244

• v_

8

I
I

.

c

i,:;o,ceidingS·.

'APPENDIX ·, ... 1/Stom;r 'Protect#rh
PART B: Customer'. ·claims Satisfied, Ptigation Mc1~ers Pendi11g·

Member and Trustee
By Date of Appointment

Date Registered
as Broker-Dealer

Equitable Eq~ities, Jnr.
New York, Ne½'. York
('~ober.t -E. .$mith, Esq:)

10/13/72,

. Hiven~rSecuritie{Corp.
· New York, Ne.vYork
(Ezra G. levin,"Es.q .)
Christi.~n-Paine & Co., I~~- .
Carlton Cam~ridge & Co., lnc · .
Hasbrouck H.e ights, New Jersey
- (IrwinWeinberg, Esq:)
· Llorens Associates, Inc. , ··
New York; New York
(Lloyd Frank,· Esq.)
_ Ex~mtive Securities Corp. .
New York;.New York
·i
.
(Cameron F. MacR.1e, Ht fSq.)
Institutional Securities of C;lorado, Irjc._
Denver; Colorado
(Ralph M. Clark, Esq.} ..

11/ -8/67

4/27/71 :

The Inv.estment Bankers, Inc
Denver, Colorad~
Oc1mes. H. _Turrier, Esq.)
First State•Sectirities Co; p .
NorthMiami, _Florida
..
(Lawrence A Schroeder, Esq,) ·
. Joseph Sebag, Incorporated::
Los-Angeles, · California
'(Eugene W. Belt Esq.)
John Muir & Co.
New York, New York
(Haryey R. Miller, Esq.) ·
*Successor Trustee.

Filing
Date

6/19/75

3/ 7/6~-

Trustee
Appointed

Customers<•)
To Whom
Notices and
Claim Forms
Were Mailed

Responses<•)
Received

December 31, 1990

SIPC Advances

,,_:

Value

Administration
Expenses

Total Advanced

Contractual
Commitments

Cash

Securities

$ _16,034

$

36,827 ·

Number of
Customers

.33

..

40,Q4f

16,368

173,571

233

J;?41,478 '

};125

2 ,044;056

259,201

6,,571

122;919

214

17,814

38,205

30

.607,151

30,535

$ ' 311,746
··"',

.,

-

• '.

,... ,

; ,

-

1;449,655

615,288, ,

1,341

62,591

37,7~0-

484

• ;

: J,728,930

256
.
' 371 ··

· 156' foo. - '

'

' 4,449,243 '

.

3,667;484

1,189

. 411,689

778

. 6,435,578

1,328

. .

. 60,804

329,980 -

268,257,

2

I

APPENDIX I CtJstomerProtecti~ti 'Proceedings'
PART B: Custom~r Claims Satisfied, Litigation MaJters Pending ·

Member and Trustee
By Date of Appointment

Date Registered
as Broker-Dealer

G.V. 1.eweHyrt & Co.,JnC: .
Des Mom.es, -Iowa
(Paul R. Tyler~Esq.)
OTC N ~t Incorporated .·.··
Denver, Colorado
(Gleh E. Keller, Jr., Esq,)
Bell & Beckwith ·
Toledo, Ohio
.
(PatrickA: ¥ .cGr.aw; Esq.) ·· ·
Cahfornia Municipal.Investors, Inc .
Los Angeles, California
. ·
(Theodqre B. Stolman, Esq.)
Gattini.& Co.
New York; New York
(William J. Rochelle, III, Esq:)
South~ast Se~urities of Hoi°ida', Inc.
Hoboken, New.Jersey
(David J. Sheehan, Esq.)
MV Securities, Inc., a/k/a Multi-Vest ·
Securities, Inc: . ,
·
New York, N ewYork
(Lee S. Ric;hards, III, Esq:)

41 8/76

First Interwest Securities Corp . . ·
Denver, Colorado
(Gl~n E. Keller, Jr., Esq.)
.. Brentwood Securities; Inc.
Los Angeles/·-California
(SIPC)
Coastal .Securities Corporation
Lo:s Angeles; California
(Gavin Miller, Esq.) .

1/30/81 .

Filing
Date

Trustee
Appointed

Customers<•>
To Whom
Notices and
Claim Forms
Were Mailed

Responses<•>
Received

,I

December 31, 1990 ,
Distributions
From Debtor's Estates
Number of
Customers

Value

SIPC Advances
Total Advanced

Administration
Expenses
',, $

.

.,

796,03,8 ,

Contractual
Commitments

Securities

;$.

391,0,48

6 '786 '230 ,
··. '···· ·· ' ,:

(l)

:· .f ·

$ · 206,594

23

25,748,486

6,523

(1)

55q;079

I

Number of
Customers

..,

'

80,755,0QO.

28 883867

Cash

n 658

'',

J

. 420,523

·359,418 ·

957,958 '

1,590

63

,476,569

190,240

328

. 258,993

139
[,

564,028 '

809,445

61

314

i: "

APPENDIX I Customer Protection Proceedings ·
.PART B: Customer ,Claims' Satisfied, LitigaUon Matters Pending ·

Member and Trustee
By Date of Appointment

Date Registered
as Broker-Dealer

Bevill; Bresler & Schulman, Jnc.,
Livingston, New Jersey
(Richard W. Hill, Esq.)

Filing
Date

Trustee
Appointed

41,: 8/85'

5( $185,.

·:·

'

,

I
I

Britternim & Associates, Inc.
Little Rock, Arkansas .
(James Dowden, Esq.} .
;

,,

12/ 1/75

,.,..

Collins Securities Corpotaticm. .
Little Rock, Arkansas
·
(Harvey L. Belt Esq.)

.

'

.

7/30/85

·,f·

'9/:30/83

· 12/ 4/75

'

Kobrin Securities Inc,
East Brunswick; New Jersey
(Jack Birnberg)

10/ .2/81

Beacon Securities, Inc.
Hilton Head, .South Carolina
(William G. Hay?)

. 4/15/83

Cusack, Lighf& .Company, Inc.
. West Orange, New Jersey
(Frederick B. Lacey, Esq.)

3/22/83

John Franklin'& Associates, Inc.
East Meadow, New York ·
(SIPC)

121 4/84 .

EBS Brokerage Services, Inc.
Tinley Park, Illinois
(Robert Dunn Glick, Esq.)

8/19/85

Government Securities Corp.
Coral Gables, Florida
(John R: Camp, Jr., Esq,)

12/12/8$

*Successor Trustee.

Responses<al
Received

--".''

PanSecurities Corp.
New York, New York
(Edwin B, Mishkin, Esq.)
Donald Sheldon & Co., Inc. ·
New York, New. York ·
(Don L. Horwitz,Esq.)

Customers<a>
To Whom
Notices and
Claim Forms
Were Mailed

7/23z8'?

' lQ/29/85'

•. 3/13/87

5/12/87°·

' 3/23/87

December 31, 1990
Distributions
From Debtor's Estates

I

SIPC Advances
Total Advanced

Administration
Expenses

Contractual
Commitments

Securities

Cash

Number of
Customers

$. 1;107

'$ 7,483, 1_86

$12,175,229

' 3,601

2,760,215

7,013,546

10

404,130

·446,330

213

23

I
I

!

185;083

65,000

69,179

40

},793,873 .

68

. 819,4lp

57

113,708

2

12).,479

8

. 2,44~(531 ·.

·.862

l

I

APPENDIX I

Customer Proter;tion .Proceedings

PART B: Customer Claims Satisfied, Litigation Matters Pending
Customers(•>
To Whom
Notices and
Claim Forms
Were Mailed

Date Registered
as Broker-Dealer

Filing
Date

41 8/57

10/20/87'

10/20/8'.7

18,000

Windsor Equity Corporation
Brookfield, Wisconsin
(David A. Erne; Esq.)

. 1/ 5/83

3/21/88

3/21/88

2,885

Fitzgerald, DeArman & Rob~rts, Inc.
Tulsa, Oklahoma .
'(P. DavidNewsome, Jr., Esq.)

.12/18/63

6/28/88

6/28/88 ·

Investors Center, Inc.
Hauppauge, New York
(Irving H. Picard, Esq.)

"3/ 1/84

2/28/89

3/ 7/89

Waddell-Jenmar Securities,. Inc.
Chapel Hill, North Ca,roliha
(SIPC)

9/19/83

,1/22/88 '

J. L. Henry & Company, Inc.
Coral Gables, Florida
(Direct Payment)

2/14/86

9/26/89

Richard Wallace Humphries
d/b/a Humphries & Company; Inc.
San Francisco, .California
(Direct Payment)

3/23/87

9i26!89

Fitzgerald, Talman; Inc.
Denver, Colorado
(SIPC)

6/16/83

11/1/89

Member and Trustee
By Date of Appointment

H.B. ~haine & c;:o,, Irie.
Grand Rapids, Michigan
(Cyril Moscow, Esq.)

Trustee
Appointed

Responses(•>
Received
5,242

.,

,J:'

Underhill Associates; Inc.
Red Bank, New Jersey
(Direct Payment)
K.A. Knapp & Co., Inc.
Grand Rapids, Michigan
(Direct Payment)

TOTAL 41 MEMBERS: PART B
toate notice published

"

"

52,219 '

176 ·' .

20,! 000

!35,000 '

9/26/89t

11/ .·1/89

10/31/74

413;90t

.3/22/83.

9/ 6/9ot

413,183

120,591

,,

December 31, 1990
Distributions
From Debtor's Estates
Value

Number of
Customers

SIPC Advances
Total Advanced

12s;ooo

Administration
Expenses

Contractual
Commitments

Securities

Cash

Number of
Customers

$ ·· 12s,ooo >

$

1,850,610

.430,620

$

30,387

44

280,726

. 4,685,628

820,139

245,835

443

60,000

2

63,935

3

33,208 ..

3

16

'168,847

49,147

1

5,317

$279,816

$33,404,063

1

$63,308,723

26,425

I

.

APPENDIX 1 · C If Slomer- PrrJteition

·--,--.

·Proceedings

. PART C: Procee~ingsCmnpleted in 1990·

Member and Trustee
By Date of Appointment

Trustee
Appointed

Dennis Lee Mims
Lake .Forest, Illinois .
.
(Robert Dunn Glick, Esq.) _

_3/17/~1

M:S. Wien & Co., Inc.
Jersey City, New Jersey
(Michael R. Griffinger, Esq.) .

9/10/81

Langh~iruich & Fender, Inc.
Salt Lake City, Utah
. .
(HerschelJ. Saperstein, Esq.)

9/22/81

TE.Slanker Co. / lnc.
,
Portland; Oregon
(Douglas M . Thompson,'~sq.)

• 2/24/82

$_.

, 1,194 .

12/15/83

2,37~ .

June S. JQnes Co,
Portland, Oregon
(Robert H. Hu11tington, Esq.)
Rothschild Equity Management ·
Group Inc.
.
, Ft. Lauderdale, Florida
.·(Direct Payment)

·121 9/88t'

.TOTAL . 8 MEMBERS .1990
TOTAi,.. 162 MEMBERS 1973""."1989<b>
TOTAL 170 MEMBERS 1973-1990
toate notice p ublished

Total

638
.•

Intemc1tional Securities,J nc.
Denver, Colorado
.
(William D_. Scheid, Esq.)
Hanover Square Securities GroupJnc.
New York, New .York
(James W. Giddens, Esq.)

Number of Customers
For Whom Trustees
Have Distri~uted
Securities and Cash

· : 119,363

.........

December 31, 1990
Distributions
From Debtor's Estates
For Accounts
of Customers

Administration
Expenses

SIPC Advances
Total Advanced

$

45.5,97()

Administration
Expenses

Contractual
Commitments

Securities

'· $ .. 53A,52

· 14t824 :

. $ ·262,203

Cash

$

260,700

3,321,555

1,723,323

180,768

448,317

127,995

10,480 .

. 16;375

850,000

305,797.

704

3;000

13~078,85~

. . 262,2Q3

4,,608,766

3,302,419

. ' 904,872 .

31,010,786

29,849,315

$35,619,552

$33,151,734

APPENmx f Customer
PART D: Summary ,

Protection PizoceedingS
Responses
Received/
Customers
Receiving
Distributions

Part A:

9 Members-Customer Claims
ancJ.. Distributions ·Being ·
Processed

68,06<i

,,. ·, ;

Total

$

24,770,089;

Part B:.. 41 Members-Customer Clc).ims
. Satisfied,' Litigation Matters
fending
·
'

i
-L

Sub-Total

188,660

Part C: 170 Members- Proceedings .
Completed
·

13s719(c)·
, ... ..

TOTAL

Notes:
(a) Notices and claim forms are commonly sent to .all persons who, from the debtor's records, m11y
have beeri custome;s. This is done so that potenhal claimants may be adyised the prnceeding.
(b) Revised from previousreports to•reflect subsequenti~coveries, 'ciis,burS¢J);ents and adjustments.
(c) Number of custorriers:receiving securities and/pr cash.
·
·
· · · · ,..
·
(d) To be reported at completion of liquida.tion.

of

~}59,487;354
s1s;37s,206

December 31, 1990
Distributions
From Debtor's Estates
For Accounts
of Customers

Administration
Expenses

I

SIPC Advances
Total Advanced

Administration
Expenses

14,211,481

Contractual
Commitments

Securities

Cash

$1,843,244,

$ 2,435,090

$ 279,816

33,404,063

63,308,723

279,816

35;247,307

. 65,743,813

· . 1,167;075

35J619,552

33;151,734

$1,446,891

$70,866,859

$98,895,547

.j· .

-

. APPENDIX 11

~--,~·. .-·

Analysis, pf SIPC Revenues anaExpe"nse( _
for .·the ·Five-Years En.ded,Qf!cember 3)_. , 1990

··Revenues:' - ·
Me_mber assessments and contributions
Interest on U5. Government ·securities·
Interest ori'. asses~ments
.
.

1990

1989

$ 73,029;832

$ .66;046,991 .
34,965;465
• 111,675

42,827,097
66,936

1986
935;.368 ·
28,161,228 ,.
20,533

: $23,067,14731,702,230 ·
' 368,474 .
55,137;851

.
.
:Expens_es:
...
.Salaries and.employee benefits

i717 296 .·

.. ,

Legal fees
Accouritirig fees,

. ·14,900

Credit .agreement cortmiitment fee

, 1,300,000 .

Prqfessional Jees.- other
· Other:
.· Assessment collection·direct ·cost
Custodian fees
.
Depreciation and ~mortization
Directors fees arid expenses
Insurance
Office supplies apd experises
· Postage
_
··
Printing and mailing annual report
Publications arid -reference services
Rent- office sp,ic'e
·
· Telephone · · ·
Travel and subsistence
Miscellaneous -·

. 233;044

S,2,845 ·'.

.23;439 .
'35,330 ···
108,174
.. 14,272 ·.
. , 18;885 .
118,980 :,
17,982·
. 60,8:15·
58,8l7
459,323
. 13,8l8 .
153,089. '
·. . 4,510 ·•

Custoi;ner protection proceedings:
Net advances to (recoveries from):
Trustees other than SIPC: .
Contractual commitments
Securities· .·
·
'cash
Administration expenses

I

, - 1.,, •

: . (19,733)
. (2,488;908)
·1,640,187 ·

(76,793)
(967;860)
(14, 747;16())

(868,454)
.6,125,694

. (15;786;_813)
·,. . 9;355,168

5,257, 240

SIP_C as Trustee:
Securities
Cash

'

115·49T
/. .

.; .

,

Excess revenues (expenses)

67;564
. .J6,468
16,795
83,639
5;359

_·· 12,i:is2.-··

1,011,699

'194,224'
19,579 : ,
3Q;279 ,
... 47,856
j 22,78o• 20,426
_. 108;890 '.' 21;678 .. •.
. . '900,661 . ; . '

5,991,;248.

5,648_;530.. ' '

C

27,169,1,01.
.(3;500;000) ·..

.. SZ9,465
· 196,956
,?26,:1,21 ·.· .

-

l7•1;164
/'.'

305,454
.3,546; , ·.

18,000
18,000 ·
2 ,087
·. 20,087

Net chan ge in. estima_ted costs -to complete.
proceedings

.• 1,305;478

,.

44,114
7'f ,383

-l ~9,672

1 31,290 ·

1

18,l61:'
25 953 ·-·

79,092
120,580

_.

(3;558)
357;148 .
(2;796,497)

.·

(4;931,6;15)

29,092
50;000

Administration expenses

1,068,539 .
'. · 6,740,490 '·.

(6,431,645) 1 ,500,000

· 5; 257,240

Admipistration expenses

's:{s5s
'436, 817
12,469 '
92,503 ,
• ·. 8,359

4 739 788 , ,.

Net change in estimated .future rec~v~ries

Direct payments:
Securities
Cash

.- 22,992
. 28;8'27
.·_ 126,931
"11,337
19,228
176,'666
, . i3;058 .
,. 54;928

1,057,670 ·

1,087/464
5, 733,352 .

,,
2 ,230
. 33;2.15~
103,'299
7;698,:
15,217,
.- 163,694'
< 15,534--..
/26,231
. : "47,617 .
'{· 377.291 '
3 4'.663 .
190,169
15;441 ··

,

1,6481246_
9,285

.:.....: __. 35,50D
· · 35'.):;oo

,lo,i54 \

40,833
- .-- 906'

..,

45,65:l ,·_.

. 41;739

'_-.,

(13,500,000)

(1,700,000)

· -4,86Q,OOO ·.

.(7,734,088) ·

.(6,496,061)

, 10,230,693

25,478;173

(2,000;736)''

(1,756,213)

16,971, 1_83

;n,4~9,421

$117,924,601

$102,880,404

$12,708,016

. 10,800,QOO

$ (2,352,292)

.26,;i50; 779 .
'·: 32)99,309

APPENDIX UI

>Distributions forAcco11:nts

I

Of Customers

'
forthe Twenty Years Ended December 31, 1990
From Debtor's Estates
(Including Securities)
As Reported By Trustees

$

· · 271
,·· \),300

17.0,672
21,582
6,379
19,901
: 5;462
1,242
9;561

10,16J
. . ·, 36,738

28,442
21,901
184,91Q .
· 1B0;973t; ,
28,570
394,443
12,052t
121,95$
301,237

From SIPC

$

401
7,343
31,706 ' (222)*
4,746
764
. 254
2,518
(4,779):t
2,848
· 63,238 .
· 9,J59
37,138
(1;992)*
·7,674
10,477
17,828
(1;878)*
(15,725)*f
(484)*

$ 171,209

Total

$

,672
16,643
202,378
21,360
11,125,
20,665
5,716
3,760

. 4,782
13,011
· 99,976
37,801
·, 59,039
. · 182,918
, 188,64?
39,042 ·
· 412,271
70,174t
106,233t
300,753
$1,796,966

r-1

!

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 unexpectedly 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 Investor Protection Act of 1970
(SIPA). Its purpose is to afford certain
protections against financial loss to customers of broker-dealers which fail and,
thereby, promote 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. Its members are, with some
exceptions, all persons registered 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 ViceChairman are designated by the President from the public directors.
The self-regulatory organizationsthe exchanges and the National Association of Securities Dealers, Inc.-and
the Securities and Exchange Commission (SEC) report to SIPC concerning
member broker-dealers who are in or
approaching financial difficulty. If SIPC
determines that the customers of a member require the protection afforded by
the Act, the Corporation initiates steps
to commence a customer protection pro-

on investments in United States Government securities. As a supplement to
the SIPC Fund, a $500 million revolving
line of credit was obtained from a consortium of banks. In addition, if the
need arises, the SEC has the authority to
lend SIPC up to $1 billion, which it, in
turn, would borrow from the United
States Treasury.

*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
(ii) persons whose business as a broker or dealer
consists exclusively of (I) the distribution of shares of
registered open end investment companies or unit
investment trusts, (II) the sale of variable annuities,
(Ill) 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.
Also excluded are government securities brokers or dealers who are members of a_national
securities exchange but who are registered under
section lSC(a)(l)(A) of the Securities Exchange Act
of 1934.

ceeding. This requires that SIPC apply
to a Federal District Court for the appointment of a trustee to carry out a
liquidation. Under certain circumstances,
SIPC may pay customer claims directly.
The SIPC staff, numbering 33, initiates the steps leading to the liquidation
of a member, advises the trustee, his
counsel and accountants, reviews claims,
audits distributions of property, and carries out 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
proceedings, 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 liabilities to the courts
having jurisdiction.
The resources required to protect
customers beyond those available from
the property in the possession of the
trustee for the failed broker-dealer are
advanced by SIPC. The sources of money
for the SIPC Fund are assessments collected from SIPC members and interest

Further information about the provisions for
customer account protection is contained in a
booklet, "How SIPC Protects You," which is
available in bulk from the Securities Industry Association, 120 Broadway, New York,
NY 10271, and from the National Association of Securities Dealers, Inc., Book Order
Department, P.O. Box 9403, Gaithersburg,
MD 20898-9403.

