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NASAA History

A Century of Investor Protection

Next Centt

The state and provincial sécurities regulators who comprise the membership of the North American
Securities Administrators. Association have protected Main Street investors from fraud for 100 years,
longer than any other securities regulator. State securities regulation predates the creation of the
federal Securities and Exchange: Commission (SEC) by iore than two decades.

Reguiatign of s»acuri.tie's offerings and the licensing of brokcr-deal_ers and their agents by a state are
governed by what is known as “blue sky” law. The term “blue sky” referred to speculative schemes
that, in the words of a judge of the period, had no more substance than so many feet of “blue sky.”

hittp://www.hasaa.ore/about-us/masaa-history/ 1/3/2014
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The first modern state blue sky law was adopted in 1911 in Kansas. The Kansas law served as the
nationwide model for state and provincial securities regulation. Manitoba became the fir'st Canadlan
provinge to approve securities legislation 1912, For more on the origins of blue sky law, see “A
Century of Investoi Protection” (pdo).

NASAA was organized in Kansas in 1919. The association operated a small business office-in
Topeka, Kansas, and hired its fitst executive director in 1983. NASAA moved its Corporate Office to
Washington, D.C. in 1987.

NASAA is the oldest mtematmnal mvestor protectlon orgamzatmn Today, NASAA membersh;p

Columbm, the U.S._ Vlrgln Islands, Puc_r_to Rico, Canada, and Me..x1co.

Our primary goal has been and remains to advocate and act for the protection of investors, especially
these who lack the expertise, experience and resources to protect their own interests. We are driven by
our conviction that every investor deserves protection and an even break, and that the welfare of
investors must not be sacrificed in the process of capital formation.

NASAA Presidents

The first NASAA annual meeting was held in 1918 in Chicago, 'Ill;injoi‘s, where H.L. Carnham of
California presided as NASAA’s first president. Click here for a list of NASAA Presidents.
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‘NASAA Presidents

H.L.
1918 Carnham,

California
1919 William Qats, Michigan
1920 P. A.Berry, Ohio
1921 Frank Organ, Kansas
1922 Hezekiah N. Duff, Michigan
1923 Garfield S. Canright, Wisconsin
1924 Maurice L. Mendenhall, Indiana
1925 William R. Shands, Virginia
1926 Heber C. Hicks, Utah
1927 A.J. Maxwell, North Carolina
1928 S. Louis Ostren, lowa
1929 Jesse V. Craig, Nebraska
1930 R.C. Clark, Vermont
193 I M Baﬂey, North Carohna

1933 Donald L Pomeroy, I__\fhnnesota
1934 William M. Franklin, Oklahoma
1935 Harold K. Bradford, West Virginia

http://www.nasaa.org/about-us/nasaa-history/nasaa-presidents/
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1936
1937
1938
1939
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953

1954
1955

1956
1957

1958
1959
1960
1961

1962

1963.
1964

1965

1966
1967
1968

1969
1970
1971
1972

1974
1975
1976
1977
1978

1979

S. Paul Skahen, Minnesota

D. Leon Harp, Texas

John F. Brady, Florida

D. Kirk Gunby, Florida

D. Kirk Gunby, Florida

Russell Mzlohey. Missouri

Paul L. Selby; Ghio- -~ - -
Joseph W. Schne}der, Kentucky
Andrew J. Markey, New Jersey
Clarence H. Adams, Connecticut
J, Edwin Larson, Flotida

D. D. Murphy, South Carolina

Harold Johnson, Nebraska
Maurice Hudson, Oregon
Edward J. Samp , Wisconsin
Willigim C. King, Virginia

Jobn F, Hueni, Michigan

Paul V. Deames, Illinois
Theodore N. Ofstedahl, Minnesota
Simon M. Sheldon, New Hampshire
Herschal K. Ross, Oklahoma
Melvin O. Hall, Connecticut

1. Stewart Smith, British Columbia
N. J. Kiraly, Ohio

Hal G. Hoyt, Maine

Frank J. Healy, Oregon

Frank N. Happ, Pennsylvania
Maurice Désy, Quebec

Bemard G. Lonctot, Washington
Robert L. Walters, lowa

William C. Young, Virginia
Williarm M. King, Texas

Meyer H. Mencher, New York
Stanley R. Hays, Colorado
Bradley Heald, South Carolina
Thomas J. Hawcotte, Illinois
Larry J. Bryant, Iowa

Claude D. Keller, Arizona
Thyra Thomson, Wyoming

Roy W. Mouer, Texas

Lewis W. Brothers, Jr., Virginia

Hugh H. Makens. Michigan

Harry S. Bray, Ontario
Jefﬁ'eyB Bartell Wlsconsm
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7 ThomasL. Kiebs, Alabama.
1982 David Hart Wunder, Illinois
1983 Richatd D. Latham, Texas
1984 Michael Unger, Massachusetts
1985 H. Wayne Howell, Georgia
1986 Royce O. Griffin, Colorado
1987 F. Daniel Bell, III, North Carolina
1988 James.C. Meyer, Tennessee
1989 John C. Baldwin, Utah
1990 Susan E: Bryant, Oklahoma

__ Doug Mays, Kansas & John R. Perkins,
1991 . = .
Missouri 7
1992 Lewis W. Brothers, Jr., Virginia
1993 Bairy Guthary, Massachusetts
1994 Craig A. Goettsch, Iowa
1995 Philip A. Feigin, Colorado
1996 Dee Riddell Harris, Arizona
1997 Mark J. Griffin, Utah
1998 Denise Voigt Crawford, Texas
1999 Peter C. Hildreth, New Hampshire
2000 Bradley W. Skolnik, Indiana
2001 Deborah R. Bortner, Washington
2002 Joseph Borg, Alabama |
2003 Christine A. Bruenn, Maine
2004 Ralph A. Lambiase, Connecticut
2005 Franklin L. Widmann, New Jersey
2006 Patricia D. Struck, Wisconsin
2007 Joseph Borg, Alabama
2008 Karen Tyler, North Dakota
2009 Fred Joseph, Colorado
2010 Denise Voigt Crawford, Texas
2011 David S. Massey, North Carolina
2012 J ackE Herstem Nebraska
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NASAA Annual Report

Each year, NASAA spotlights the accomplishments and activities of state and provincial securities
regulators.

View the current report below:

@
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Download the NASAA 2012-2013 Report

Previous Reports

2011-2012: Welcome to the Next Century of Investor Protection

2010-2011 Standing Strong for Investors

2009-2010 Fighting Fraud, Protecting Investors, Championing Reform

2008-2009 Comprehensive, Collaborative, Efficient, Strong

2007-2008 Because Every Investor Deserves Protection

2006-2007 Advancing a Legacy of Investor Protection

2005-2006 Working Together to Protect Investors

2004-2005 Protecting Investors & Restoring Integrity
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State and provincial securities regulators have been protecting investors from fraud and
abusive sales practices since the passage of the first “blue sky™ law in Kansas in. 1911 and since
1912 in Canada when Manitoba became the first province to approve securities legislation.,

In the United States, state securities regulation preceded federal securities laws, including
the creation of the Securities and Exchange Commission (SEC) and the Finaricial Industry
Regulatory Authority (FINRA), formerly the NASD, -

Organized in 1919, the North American Securities Administrators Association (NASAA) is
the oldest international organization devoted to investor protection. NASAA is a voluntary.
assOciation with & membershlp consisting of securities admihistrators in the 50 states, the
District of Colurbia, Puerto Rico, the U.S. Virgin Islands, Canada and Mexico.

As the preeminent organization of securities regulators; NASAA is committed to protecting
investors from fraud and abuse; educating investors, supporting capital formation, and helping
ensure the integrity and efficiency of financial markets,

NASAA represents and serves its members through advocacy, education, subject-matter
expertise, communication and coordination. NASAA values investor protection, education,
respect for diverse views, building consensus, being proactive, and active participation by all
members of the organization. NASAA has a long history of advocating for federal and staté
securities legislation; rulemaking and coordanated enforcement actions that: advance the goal
of protecting investors. -

NASAA Report
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Leadership Letter
A méssage from A. Heath Abshure
and Jack E. Herstein.

On the Frontlines
NASAA members are an,
investor's first line of defense in the

fight against investment fraud,.

NASAA Overview
Government Affairs

Legal & Regulatory Affairs
Communications & Investor Education
Conferences & Events

Training & Technology -

Section Reports

‘Brokeir-Dealer

Corporation Finance
Enforcement
Investment Adviser
Investor Education

NASAA Awards

28 NASAA Lists

Board of Directors
Board Committees
Staff

The Pillars
of Protection

NASAA's five core principles
provide a strong foundation
for the pillars of protection
necessary for investors and
industry alike.

. Promote Investor Confidence

. Balance Capital Formation and
Investor Protection

. Implement the Investor Protection
Provisions of the Dodd-Frank Act

. Maintain Governmental
Oversight Responsibifities

. Expand State Authority

NASAA Report iz | oy




Leadership Letter

Securities regulators in the states, provinces and
terricories of North America have a proud tradition of
delivering effective protection for investors and efficient
regulation for industry.We serve a distinguished role in
safeguarding the assets and maintaining the canfidence of
investors thioughout North America,

For more than: 100 years, state and provincial securitiés
regulators have developed a strong system to help protect
the dream of a bettér financial future. Throughout the years,
our commitment to investor protection through education
and strong enforcement of state securities faws Has
remiained unchariged.

We are in the trenches avery day, stepping up when and
where others may be unlikely ro act.

Last year aloiie, NASAA members conducted more
than 6,000 investigations, which led to miore than 2,600
-enforcement actions, $2.2 billion ordéred returied to
investars and more than 1,600 years of jail tdme for
_securities law violators. 7

The Dodd-Frank Wall Street Reform and Consumer
Protection Act recognized NASAA’s leadership and record
of accountability and gave state securities regulators new
authority to address the challenges facing 2Ist ceritiry
investors,

Under the law, approximately 2,100 mid-sized investment,
advisers switched in2012 fram federal to state regufation:
When the switch is completed, states will have regulatory
responsibility for approximately 17,000 investment advisers,
while-about. 10,500 investment advisers will be under federal
oversight. |

This switch is.currently the largest single regulatary:
event involving a coordinated effort by the states and the
SEC. NASAA members prepared for the switch. for more
than two years, This preparation helped fostera smiooth

NASAA Report -

transition and enabled state regulators to implement.
intelligent, efficient and responsive regulation..

The investment: adviser switch is just one of Dodd-Frank's
mazny meaningful and tangible reforms. But 2 number of key
Issues. remain to be resolved,

For example, NASAA continues to encourage the SEC to
develop a rule that applies a fiduciary standard of.care and
loyalty to all who provide investment advice, and to ensure
that this.staridard is as strong as the existing fiduciary duty
of the lrvestment Advisers Act.

We will continue our efforts to-ensure that Dodd-Frank is
implemented to provide strong investor protections without
posing unnecessary burdens on business or impading
legitimate capital formation effarts.

Financial markets will continue to become more
sophisticated, comiplex, anid global in their reach.The
changing dynamics of our financial markets will require a
siilar regulitory evolution,

But that gvolution must fociis on providing a bafince
betiveen investdr protéction and economic growth, One
must riot outweigh the dther;

NASAA members should remain vigilant, to identify
arid'seek to remédy unfairness in laws, régulaticns or

-Administrative procedures that threaten to harm investors.

When appropriate; wa must. speak on behalf of small
invéstors whose voices cannot be heard over the din of the
lobbyists and industry,

In ail of this, we have to speak with the one voice of
redson; the one unbiased voice that.strikés the most
appropriate balance between industry and investor.

Considering our illustrious history, our excellent wrack
record, our universal reputation for fighting the good fight,
and our physical presence throughout all of North Amierica,
we stand poised to be the most thoughtful, appropriate; and.



influential voice whenever changes to the system of securities regulation are being considered.

Togéther; we: biiild on the foundation. of professionalism and. integrity of those who served before us and set the standard
for those who follow.

If we harness our potential and speak as one, we will be the most reasonable, trusted, and influential securities regufator in
North America,

The securities markets are too large and too diverse for one government regulator to oversee. It is woefully. shortsighted
to-assume that one government regulator ¢an be the most useful resource for all broker-deaters, all investrent adyisers, all
issifers, and all investors of any size, from the BoconMobils to the sole propristarships, from the Calpers to the widowed
retiree on Social Security.

Given the sizé and complexity of the market, we dre presented with a unique opportunity, We should consider the:
changes to securities regulation brought about by globalization dnd rapidly changing technologies; and stake our claim to
those areas where we are the most efficient; effective, and appropriate regulator—the regulator most likely to serve.as a
valuable resource to issuers, investars; and the industry,

Jack E. Herstein

Nebraska }
MNASAA President A HéAa{f;(l;Abshure
1-2012 ) rkansas
2! NASAA President
2012-2013
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On the Frontlines -~ o
of Investor Protection

“We are committed to
“investor protection
through strong
enforcement of our
securities laws. We are
in the trenches every
day to protect Main
Street investors.”

- Jack E. Herstein
2011-2012 NASAA President

State dnd provincial securities regulator's have protected
hometown investors from fraud for more than 100 years, Johger
than any other securites regulator, Strofig erforcement of state
and Canadian securities laws is a hallmark of NASAA members.

In October 2012, NASAA’s Enforcement Section, led by Maine
Securities Administrator Judith Shaw, reported a significant
incréase in enforcement actions against investment adviser
firms in 2011 anda sharp rise in prison tirvie for securities law
violators..

Indeed, states are the undisputed léaders in criminal
prosecutions of securities violators. In 2011 alone, stare
securities regulators conducted more thin 6,000 investigations,
leading to 2,600 enforcement actions, including more than 430
criminal actions. Moreover; in 2011, more than 3,300 licenses
of brokers and investment: advisers were withidrawn, denied,
revoked, suspended, or conditioned due to state acticn.

The report'nioted that financial abuse of seniors was identified
in nearly 600 reported enforcement actions. Prison time
resulting from state-initiated actions totaled 1,662 years, up 47
percent from the year béfore.

State-Initiated enforcément actions resulted in'more than
$2.2 billion in investor restitution orders In 2011, Much of

Asst. Director, Nebraska Department of this restitution is attributable to repurchases of auction rate.

Banking & Finance, Buréau.of Securities

securities- (ARS) stemming from state-led actions.

A Strong Record of Investor Protection

Enforcement Statistics at a Glance

- Complaints Fielded by State Regulatsrs: 11,302

Investigations: 6,121
Enforcement Actions: 2,602
Investor Restitution Ordered: $2.2 billion
Fines, Penalties, Payments & Costs: 5290 miltien
Jail Time Sentenced: 1,662 years
Licenses Withdrawn, Denied, Revoked,

Suspended or Conditioned: 3,570

Most Reported Products in Enforcement Actions

I. Rule 506 Qiferings-

2. Real Estate Invesmients or interests
3.Ponzi Schemes

4, Oil & Gas Investments or Interests
5. Structured Products

NASAA Report =+ - | -+
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illars of Pr¢

“If the JOBS Act is any
indication, lawmakers

appear willing to sacrifice

reasonable regulation for

perceived economic growth.”
A. Heath Abshure

2012-2013 NASAA President
and Arkansas Securities Commissioner

Throughout 2012 and into 2013, NASAA and its members
advanced a policy agenda that balanced the twin goals of investor
protection and economic growth. NASAA did so by fotusing.on
five core: principles; or pillars, of protection.

*  Promote Sustained Investor Confidence by Ensuring Market
Transparency; Enhancing Investor Education,and Ifiposing
Stroing Penilties

+  Policies Intended to Spur Capital Formation Must Balance
the Need to Maintain Investor: Protéction.

. _Support".Strdng:and Co_mp'i"e't'_e Implementation of the
Investor Protection Provisions in the Dodd-Frank Act by
the Conclusion of the 113th Congreéss

¢ Regulation is an‘Inherenitly Public Function, that Should be
Performied by Government Regulators, not Qutsourced to
an Industry Sélf-Regulatory Organization

+  State Authority Should Not Bé Preempted and Should
Instead Be Fxpanded

NASAA Report
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' Promote Sustained Investor Confidence

Trust in the financial markets is one of our nation’s greatest
compétitive advaritages, drawing capital investment to businesses
arid.creating a robust economic system that is _féir"’ o all,

The financial crisis and recent seandals involving Ponzi
schemes, insider trading and market manipulation have shaken
investor confidence. Investors throughout North America
continua to question the fairness and stability of U.S: capital.
markets, '

NASAA considers it imperative that policymakers take .
decisive steps to bojster market confidence and thereby lay a
foundation for sustained economic growth.

Imiprove Market Transparency and Level the Playing Field
The-statutory and regulatory framework for the offer; sile
and purchase of securities is designed to.enhance investor
confidence through full disclosure. Informed investors promote
confiderice in the market through discerning investment
decisions. Transparency reduces market inefficiency and reduces
opportunities for market manipulation and other types of
investor abuse. ‘



NASAA supports efforts to ensure that complete transparency
occurs regarding securities offerings.

Recent years Have seen the proliferation of new and complex
financial products in the global financial marketplace. As rmore
complicated securities products enter the market, transparenicy
regarding these products will be critical, as both a means of
deterting fraud and as a way to help ensure that invéstors do
not assume more risk than they can understand or tolerate. For
markets to respond to these new products in a rational way, ful
disclosure and transparency ara essential.

NASAA also is committed to working with pohcymakers to
better protect retail investors from the adverse effects of market
manipulation.

In recent years, adviances in technology and other factors Have
made it increasingly easy for sophisticated market participants—
hedge funds, dark pools, high-frequency traders, and others—to
identify and exploit informational asymmetries In order to
maxirmize profits, often at the expense. of retail “mom and pop”
investors.

One market phenomenon that is of particular concern to

"NASAA members is High-Frequency Trading (HFT), which refers

to the use by some market participants of powerful computers
to buy-and sell enormous amounts of securities at incredibly
high speeds. Sich trading appears to have potentially dangerous
implications for ordinary “mom and pop” investors. '
Congress has the authority to investigate HFT and other
opaque market actors, and NASAA urges the | [3th Congress to
make full and expeditious use of this authority to bring greater
transparency to these areas. The investing public should be able
to understand tha nature of this phenomenon and judge its risk.

Strengthen Penalties for Securities Law Violators

The economic recesston and turmoil of the last half-decada
was caused in significant measyre by fraudulent financlal activity.
Widespread mortgage fraud, unscrupulous fixed-income
departrients, and accounting fakery-all contribured to the.
financial meltdown, Fraud-destroys rrust in the financial systern,

‘while fairness and integrity build it.

Not long ago, going to jail for financial fraud was a real risk.
For decades, the credible threat of prosecution was sufficient:
to convirice financial executives.to keep their businesses simple

and transparent. In recent decades, however, even as rules have

multiplied to keep up with new and more-complex ways to

invest, the punishments meted out to those who commit major

financial frauds:have become notably less frequent and severe.
One of the most striking features of the 2008 financial crisis:

is how few. of those who wére most culpable were punished for
their conduct,

For enforcemient to be an effective deterrent, theré must
be-a real risk of punishiment for those who mislead investors:
or otherwise perpétrate fraud and abusd, Scandals invalving
securities transactions underrmine invéstar confidence, whether
they arise in the form of insider trading, misreprasentations.
in connection with securities offerings, the plirchase or sale
of securities, self-dealing through undisclosed related party.
transactions, or other methods. Aggressive enforcémiant
activities—including efforts to deter wrongdoing, w disgorge
ill-gotten gains from wrongdoers, and, where possible; to provide
restitution for aggrieved investors—is the only proven antidote,

1n.2012, NASAA supported The Stronger Enforcenient of Givil
Penalties Act (5.3416), sponscred by Senators Jack Reed (D--

Rl) and Charles Grassley (R-IA). This legislaticn would have
substantially raised the finandial stakes for repeat offenders of
our nation's securities faws by raising the limits on civil monetary
penalties and linking the penalt:es to the scope of harm and
associated investor losses. In 2013, NASAA will intensify fts
efforts to secure the enactment of this or similar Jegislation.

Strerigthen Private Remedies for Victims of Fraud

Congressional action to extend private remedies to victiris of
securities fraud is particularly urgent in light of SEC Chairman-
Elisse Walter’s announcement on January 18,2013, that the SEC
will soon proceed with rulemakings: to implement the Jumpstart
Our Business Startups Act {JOBS Act), which will legalize equity
“crowdfunding” and allow the advertising of private placements.

The JOBS Act will greatly increase the number of small
investrients in small, private companies. As a result; a single.”
instance of fraud might easily result in damages toa large
number of people. At the same time, however, the Josses may be
sl enotigh that a private Iegal action by a single victim is not
economically feasible.,

To-ensure that victims of securities fraud will have recourse,
MNASAA urges the 113th Congress to explore amanding federal
law to ensure that all investors, especially. those investing small
amounts, have a reasonable avenue to seek recovery. Failure
to provide recourse.to defrauded investors may have a chilling
effect on future investment in these offerings and capital raising
efforts generally.

While NASAA remains committed to ensuring that arbitration
forums and procedures create an even playing field, NASAA also
believes that-arbitration should not be the sole forum available
to aggrieved investors.. Aggrieved investors should be able to

NASAA Report .




seek relief in any forum-and not be forced into an expensive
arb;tratlon that could foreclosé the ability to obtain relief.
Accordingly, state securities regulators urge the 1 13th Congress
to take steps to-ensure that private remedies for securities
frauds are strengthened and expanded.

increase Resources to Protect Senlor Investors

A robust statutory framework for investor protection is
critical to protécting seniors and other vulngrable citizens who .
are routlpely taigeted by predatory con artists.

Shockingly, one out of five Americans over the age of 65
has been a victim of financial exploitation, and the problem
is growing. To ?:‘o‘n:nBat_ such senior exploitation, the states
have banded together to develop innovativé fraud prevention
programs arid to cooperate closely on major fraud investigations.
State securities regulators encourage the 113th Congrass'to do
its part by increasing resources dedicated to protecting seniors
and other vulnerable ¢itizens.

One fmportanht wiy that Congress can provide greater
protection for seniors is by enhancing and refining the penalties
for those who defraud them.In the | 11th and 112th Congress,
MNASAA supported: The-Senior Investar Protection Erhancement Act;
which sought to impose higher penalties on those who target
senjors with abusive sales pracrices. In the | [ 3th Congress,
NASAA will confinue to push for enaciment of this legislation:
NASAA also calls on Congress to fund the Senior Investor
Protection grant program to be established by the Office of
Financial Education at the- Consumer Financial Protection Bureau.

Weigh Investor Protection, Privacy and Social Media

‘As Congress cansiders updating the 986 Electronic
Communications Privacy Act to refine and expand privacy
protections in'the age of social media, NASAA will work with
policymakers to ensure that legislation does not inadvertently

_compramise investor protection, including the obligation of

securites firms to supervise, record,and: maintain business-
related communications as required by regulators,

Securities firms must be able to access social and digital
media zccounts involving business communications, Otherwise,
firms may not be able to detect serious problems.that put
consumers at risk, including misleading. claims by an employee;
insider trading, Ponzi schemes and other fraudulent activity: and
inappropriate canduct.such as the selling of investment products-
that the firm has not approved.

Balancing Capital Formation
and Investor Protection

The facilitation of access to capital for new and small
businesses is a worthy goal. Small busineises, including startups
with high growth patential, continue to have difficulty obtaining
aecess to capital, and polieyrnakers aré justified in éxploring
new and innovative ways to help them, However, if Congress
legislates in.this area, it is imperative that it do so in 2 caréful and
deliberate fashion that balances the goals of capital formation
with investor protection,

State securities regulators support the idea that the.
opportunity to irvest in small busiriesses, including emerging
businesses, should exist for ali investors as long as they
understand the risk involved and haye the financial ability
to absorb attendaiit losses. However, small and emerging
businesses, by definition, carry extreme risk, and it is very difficult
for most retail investors to evaluate or price thisrisk. Indeéd,
statistics show that roughly 50 percent of smalt businesses fail
within the first five years. Moreover, within this risky sector of
small business investment, start-up businesses without a track
record are particularly speculative and subject to failure.

If efforts to promote access to investment capital for small
businesses are to be syccessful, investors need to be confident:
that they are protected to the fullest extent possible from-fraud

‘and undisclosed risk. Such assurance encourages investment, and

inn turn, increases the availability of investment capital. Conversely,
hasty and ill-copsidered deregulation of public securities
offerings, even when undertaken with the best intentions, can:
have devastating consequences for investors and businesses alike.
In the absence of adequate attention to. investor protection,
policies that are intended to aid small businesses by helping them
attract capital are likely to have precisely the opposite effect.

Minimize the JOBS Act’s Enormous Potential for Abuse

In 2012, Congress passed the JOBS'Act ih an effort to make
it easier for small and emerging companies to raise capital and
SIOW.

In doing 50, many:Members of Congress expressed concern
about the deterioration of long-standing investor protections..
in 2013, Congress should take steps to enhance investor
protections; otherwise, investors wil} distrust the market, and the
intent to increase capital for- small businesses will be thwarted.



The removal of the ban on “general solicitation” i offerings
conducted under Rule 506; as mandated in Title Il of the JOBS
Act,dismantles an important investor protection.

NASAA believes-that elimination of the ban warrants 4,
coriresponding increéase in dollar thresholds in the accredited
investor definition, and that Congress should mandate such a
change. Congress also should ensure that cledr guidarice is given
to issuers regarding the réasonable steps thatare necessary
to verify that purchasérs are aceredited investors. In addition,

a Form D-should be filed prior to the use of any general
salicitation, and reasonable restrictions should be placed on
advertising; including performance advertising for private funds.

SEC rulemaking on crowdfunding offerings, as authorized
under Tide It of the JOBS Act, should similarly reflect a-uniform
and balanced regulatory approach, For crowdfunding to be
successful, regulations must create a framework thar, minimizas
unnecessary: burdens on small businesses while simultanéously
insulating investors from fraud and abuse. Given the potential
for huge numbers of unsophisticated investors to participate
in crowdfunded offerings, and in view of the anticipated lack of
regulatory oversight these public offerings will receive, NASAA
believes that high standards must ba In place for issuers and
funding portals or Intermediaries.

Stap Recidivists from Conductmg Private Securities
Offerings under Rule 502 of Regulation D

In Section 926 of the Dodd-Frank Act, Congress set forth
a process ta disqualify “felons-and other bad-actors” from
conducting private securities offerings under Rule 506 of
* Regulation D. The adoption of a.disqualification provision would
provide much needed investor protection and would not be

detrimental to legitimate issuers, Recidivists rightfully should not
be allowed to. conduct private securities offerings under the safe

harbor exemption; provided by Rule 506.

NASAA welcomes this change, especially-after state regulators

were preempted under the National Securities Markets
Improvement Act (NSMIA) in 1996 from weeding out recidivists
from Rule 506 offerings.

in the:post-NSMIA era, small business issuers are using Rule
506 almost exclusively for Regulation D. offarings. Although
properly used by many legitimate issuers, the exemption
has become an attractive option for individuals who would

otherwise be prohibited from engaging in the securities business,

Today, the exemption is being misused to steal millions
‘of dollars from investors through false and misleading

representations in offerings that provide the appéarance of
legitimacy without any meaningful scrutiny of regulators. NASAA
believes that Congress should requiré similar disqualification
provisians to all other offerings' made under Regulation D.This
will dssist states in keeping recidivists from selling securities to
residents of their states.

Congress also can protect investors by requiring the filing
of a Form D for each Rule 506 offering. Under current fedepzl
securities law, filing a Form D with the SEC and state séciirities
regilators is hota condition to the availability of the Rufe
506 exemption. In fact, because filing 4 Form D currently is
not a condition of any Regulation D exemptions, it is.hard for
regulators and the public to use the filing o nen-iling of 2 Form
[ a5 an indicator of securities Jaw complidnce. The fact that filing
is not corrently a condition of the exemptions at-the federal level
also creates confusion as to the necessity of filing with thé SEC
as'well as. the states arid serves as a roadblock to enforcement
efforts,

Allow Private Civil Actions for Aiding and Abetting
Vlofatmns of Federal Securities Laws

The [13th Congress should enact The Liability for Alding and
Abetting Securities Violations Act.This imiportant legislation, first
proposed in 2009 by former Sen. Arlen Specter and reintroduced
in 2010 by Rep. Maxine Waters, would amend the 1934 Act
to establish a private right of action for aiding and abetfing.
violations of federal securities laws.

Congress always has recognized private actions as.a migans
of achieving the investor protection goals underlying securities
laws, Private actions afford victims of fraud the best and often
only hope of recovering their losses, which governmiental
enforcement programs are ill-equipped to do-on a large scale. By
exposing all parties responsible for fraud, including those who
provide substantial assistance, such legislation will not only help
deter future violations, but may afford some recovery to those
who have lost their investments and often their life savings.

Allowing private litigants to bring fraud claims against those
who have aided and abetted such fraud will ensure that investors
have meaningful private remedies in federal court.

Given the'marked rise in corporate fraid and securities

law violations affecting large classes of Investors arid because
alternate forumis for aggrieved investors remaln limitad, it is:
espechlly importantthat Congress provide meaningful remedies
to-victims of securities fraud.
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Support Complete Implementation
of Investor Protections in Dodd-Frank

Full implementation of the investor protection provisions in
the Dodd-Frank Act is one of the most important steps that the
federal government can take to protect investors and promote
confidence in U.S. capital markets.

NASAA urges the SEC and other federal agencies to complete
the Act’s implementation prior to the conclusion of the 113th
Congress, in January 2015, and to resist efforts to repeal the
Act’s reforms or impede their implementation. Specifi cally,
NASAA supports provisions in the Act that increase state
regulatory overmght of investment advsers, safegiiard seniors
from unqualified advisers, prevent-securities law: violators from
conducting securities offerings under Regulation D, and authorize
the SEC to mandate greater choice of forum and enhariced
remedies for investors.

NASAA also strongly advocates provisions.in the' Act that
empower the SEC to expand the fiduciary standard of care
currently applicable to investment advisers to broken-dealers,
who provide investment advice, as well as provisions designed to
make capital markets more transparent by authorizing regulators
to prescribe guidelines for certain structured products, limit
specuylative trading, and require that most derivatives be traded
on, éxchinges. State securities regulators are particularly
dedicated to swift adoption of policy reforms embodied inthe
- Act that directly benefit retail investors,

A Uniforin Fiduciary Standard for Financial Professionals
Whe Offer Persondlized investment Advice

‘Section 913 of the Dodd-Frank Act (the:913 Study) directed
the SEC to study differencés in the standards of care required
of broker-dealers and investment advisers who provide
personalized investment advice.The 913 Study, which was
completed in 2011, found that while investment advisers are
subject to a strict "fiduciary duty™ standard, broker-dealers are

subject to more lenient standdrds governing their conduct, For
example, in meeting their duty c')f_ldya!fy,_investment advisers
carinot place:their own interests ahead of those of their clients,
Broker-dealers, however, are not subject to a similar constraint,
To remedy this disparity, the Dodd-Frank Act empow«ared the,
SEC to harmonize the standards of careé to require that all
providers of financial advice to investors be true fiduciaries:

The establishment of a uniform fiduciary duty standard
gavertiing the conduct of broker-dealers and their agents is.
crugial for the protection of investors. Most lfivestors cannot
distinguish broker-déalers from investment advisers, nor do they
understind the different legal standards applicable to either. Asa
result, many investors are unable to make informed décisions.as
to the best type of financial professional to retain,

A fiduciary standard for broker-dealers will guarantee that all
financial professionals providing investment advice will-act in.

the best interests of thelr clients and in turn enhance investor
conﬁdenca in the financial services industry and securities
markets, _

NASAA trgés the SEC to pursue the course recommended
by the 913 Study to subject broker-dealers to the same fiduciary
duty standard currently applied to-investment advisers when
those brokers offer personalized investment advice to retdil
investors and other customers.

Implementation of Investor Protéction Provisions in the
Dodd-Frank Act Must Not be Subject to Redundart or
Du!atory Reguiatory Analyses Requirements

In the two-and-a-half years'since enactment;one of the
potential obstacles emerging to successful implementition of the
Dodd-Frank Act’s investor protection provisions has been the:
use of regulatory analytical requirements to delay and frustrate
the ability of regulators to promulgate rules:snder the Act,

Rulémaking processes to which the SEC and other federal
regulators must adhere in implementing the Dodd-Frank-Act are
set forth in the Administrative Procedure Act {APA) and




other statutes: In addition, to such mandates-arising under the
APA, the SEC has 4 unique additional obligation to consider
the effect of a proposed rule upon “efficiency; competition, and
capital formation.”

State securities regulators appreciate the impartance of the.
rigoraus regulitory analyses to which indeépendent agency rules
are subjected.

However, NASAA is concerned that misuse of these analyses
could severely impede the ability of independent federal agericies,
such as the SEC, to implement important invéstor protections in
the Dodd-Frank Act, as well as future liws designed to protect
investors and the public:

- NASAA was alirmed by the introduction of several legislative
proposals in the 112th Congress that wotild create numerous
new regulatory analytical hurdles for federal financial r_egular;ors
charged with iiplementing the Dodd-Frank Act.

The | [3th Congress-imust be vigilant in erisuring that dilatory
or redundant régulatory analytical requirements are not
sucgessfully employed to delay or disrupt implementation of the
Dodd-Frank Act and other important investor protection laws.

Improve the Fairness of the Securities Arbitration Process

NASAA members long have sought to improve the arbitration’
forum thit currently-serves a significant portion of the secarities
industry, and. NASAA will aggressively advocate legislation. in the
1 13th-Congress to further improve the arbitration process for
investors. =

Section 921 ‘of the Dodd-Frank Act provided the SEC with
rilemaking authority to prohibit or impose conditions on
the use of mandatory pre-dispute arbitration agreements if
it determines it is in-the interest of the public or investors.
Pursuant-to this provision; Congress should encourage the SEC
to exercise its authority to propose or adopt:rules prohibitingor
conditioning pre-dispute agreements mandating arbitration,

In recent years, states also have seen the emergence of
mandatory pre-dispute-arbitration clauses in contracts between
state-registered investment advisers and their clients, despite the
fiduciary duty imposed upon investment-advisers.

Tn the 1 F3th Congress, NASAA will seek legislation
empowering state regulators to curtail the use of such clauses
and to take the steps necessary to provide investors with a
choice for dispute resolution:.

Regulation of Investment Advisors

is an Inherent Public Function that
Should be Performed by Government
Regulators, not Outsourced to Industry

Since the passage of NSMIA. in 996 and the Dodd-Frank Act
in 2010, the division of federal arid state regulatory responsibility
over investment advisérs has béen clearly delineated according
to the amount of investors' assets under marsigement.

NSMIA bifurcated regulatory responsibility between the states,
which wére given authority to oversee investment advisers with
up to $25 million in asséts, and the SEC, which oversaw all other
investment advisers,

In 2010; the Dodd-Frank Act acknowledged the important and
successful role states play in investment adviser regulation and
incréased the states' regulatory respansibility: by transferring to
them oversight of mid-sized investment advisers—those with
assets under management between $23 million-and $100 million.

From the perspective of states securities regulators; this
division of state and federal regulatory’ responsibility for
investment advisers has worked very well,

States have robisst and. dynamic regulatory oversight programs.
States, unlike the SEC, regulate both investment advisers and
investrnent adviser represeritatives. Almost every state performs
on-site examinations, on a routire and for-cause basis, often
using sophisticated examination modules. The majority of states.
tonduct examinations on average at least once every four years.

In contrast to the states’ experience regulating small and
mid-sized investment advisers, in the. post-NSMIA era, the
SEC has struggled to adequately examine the large.federaily
registered investment adviser firms for which it is responsible,
The problems that exist with the SEC’s oversight of federally
registered investment advisers have been characterized as a
“regulatory gap’”

NASAA recognizes that this gap places investors at risk and
believes thit Congress should address it by providing the SEC
with the resources to do the job, 'or a mechanism to gain these
resources,and not outsource the responsibility to an industry-
funded, self-regulatory organization (SRO). NASAA urges the

[ 13th Congress to reject proposals to establish additional SROs,
and instead to enable federal regulators with the resources they
need to effectively monitor the firms and representatives under

their jurisdiction.
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NASAA Vigorously Opposes the Creation of an
SRO for State-Reguldted Investment Adwsers

When it comes to the régulation of investrent advisers,
goverriment régulators have decades of éxperience unmatched
by-any other authority or entity. NASAA sees little benefit in
constructing and imposing a new layer of bureaucracy; with jts
atteridant, well-dociifménted expenses. The gaal is to strengthen
investot protection by improving the oversight of SEC-regulated
investrent advisers, and the bést way. to do this is to adequately
fund federal regulators.

The | existing securities industry SRO model—as typrﬁed by
FINRA-—also lacks accountability and'is replete with conflicts of
interest. Even where there isan independent Board of Directors,
SROs remain organizations built on the premise of self-rule and
are, as a matter of first principle, accountable to their members,
not the investing public. Indeed, the Section 914 of the Dodd-
Frank Act study (the 914 Study} underscored this point vehen
it noted that an SRO*containing “industry representatives” in
its governance structure could have an elevated vulnerability to
industry capture: No matter how many safeguards are '
instituted, an SRO lacks.accountability and has substantiai and
inherent conflicts of jnterest that governmental regulators do
not,

SROs also are more costly and inefficient than direct
government oversight, For example, the establishment of an
SRO for investment advisers would create a duplicative.
regulatory structure, with the SEC being responsible for the
oversight of the SRO, and the SRC in turn being responsible for
the oversight of invéstment advisers: Establishing-an SRO will
likely be more éxpensive, both initially and- over the long-term,
than fuiding 2 moré rébust SEC to oversee the industry,

Finally, aside from striictural concerns raised by legislation
astablishing.an SRQO for investment advisers, most state-
registered.investment advisers are small businesses employing:
only a few peop!e The majority of their cliénts are not wealthy
individuals,or institutions, but hard-working Americins tryfng to
plan for retirémerit or their children’s education. State securities
regulators are éxtremely concerned about the impact that
legistation reqiring investment advisérs to join an SRO would
have o state-registered investment advisers and their clients.
in-shiort, any legislation that would require small and mid-sized
investment advisers to join an SRO has thé very real potential to
be a job kiler. .
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Congress Should Authaorize the SEC to Assess “User Fees” to
Fund Tmproved Oversight of Federally Registered lnvestment
Advisers .

State securities regulator's continie to believe that, best way'
for Congress to- imgrova the ovéisight of federally registerecd
investment advisers is to provide the SEC with the rescurces
it needs to'do the job, Unfortunately, the SEC still lacks the
necessaty funding to adequately oversee the i investrent advisers
it regulates. )

Recognizing current pélitical realities, NASAA believes the
best way for Congress to improve the oversight of federally
registered investment advisers is to enact législation authorizing
the SEC’s. Office of Compliance Inspections and Examinations
(OCIE) to collect user fees from the investment advisers it
examines, The revenue derived from such user fees, which
waould not come at-any cost to taxpayers, could then be used
by OCIE to fund additional examinations of federally registerad
investment advisers.

In the [12th Congress, NASAA supported The Investment
Adviser Examination improvement Act, sponsored by Rep, Maxine-
Waters (D-CA), which would have authorized the SEC to assess
user fees on investment advisers to fund an expansion of its
adviser examimations.in the | | 3th Congress, state securities
regulators will continue to strongly support and advacate for the
enactment of The Investment Adviser Examination Improvemient
Act or simifar legislation.

N
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Téxos Secirrities Commissionier Jofm Morgan tesuf les
before the House Financial Services Committee. In
his June 6, 2012 testimony, Commissioner Morgan
said NASAA members are “adamently opposed™ to
the creation of on SRO'for state-reguloted investment
advisers.



State Authority Should Not
Be Preempted and Should
Instead Be Expanded

As 4 matter of principle, Congress should refrain from
preempting state law..

For most investors, states are far-and-away the most
respansive, accessible, and attuned regulators. Congress
has recognized the performance and relevance of state.
securities regulators by expanding state responsibilities for
the oversight of investment advisers and ensuring that state
financial services regulators had a voice on the Financial
Stability Oversight Council. Nevertheless, recent-federal
legislation has threatened:to preempr the authority of the
states.

Congress Should Defer to the Stotes in Prescribing
Palicies to Regulate Small Offerings, Which States are
Most Capable of Policing

State régulators are closest to the investing public and
understand the complex challenges faced by small businesses
seeking to raise capital. State regulators are members of the
communities they serve, and seé first-hand hiow the public is
optimally served by policies that strike a reasonable balance
between the interésts of issuers and investors,

Further, it is important to note that the SEC Has neither
the mandate nor the résources to police small offerings.
Federal poiu:les that vest rulemaking responsibilities
* exclisively with the SEC efféctively separate the rulemaking.
from the enforcerient responsibility, From a public policy
standpoint, such arringements are highly inéfficient and
sometimes dysfunctional:

Prior to the Dodd-Frank Act; consumer protection
responsibilities had been spread acrosé various federal
banking regulatory agerncies, with the Federal Reserve having
sole authority to adopt rules to protect consumers from
“unfair and deceptive practices,” and individual prudential
bank Fegulator's like the Faderal Deposit Insurince
Corporation and the Comptroller of the Currency having
the sole power to enforce those rulés. This résulted in
rulermakings that did not take into:account lessons learned
from enforcement dctions and enforcemeént aétions that
were delayed due to 2 misunderstanding of regulations.

The bifuréation of rulemaking and enforcement atdthority

that failed o protect consumers at the federal level in the.
years preceding the 2008 Financial Crisis is no more likely
today to succeed in protecting investors from fraud in smiall
offerings. Thus, in areas where state securities regulators are
expected to initiate and performvirtually att enforcement
activity, Congress also should permit the states to exercise
rulemaking authority;

States Must be Permitted to Preserve and Improve
their Capacity to Undertake Coardinated Action when
Circumstances Require Uniformity

With 53 independent jurisdictions.in the United States
and its territories, states aperate with substantial and ever-
increasing efficiency,and they have a strong track record of
working together in a coordinated manner on a wide range
of issues.

Advances in technology have resulted in automation
of the registration process for individuals and firms, and-
coordinated reviews for securities registrations and mid-
size or regional investment advisory. firm examinations are
becoming the norm rather than the exception.

Regulatory efforts.involving interstate misconduct are
routinely coordinated nationally-to leverage state resources
and reduce the cost and burden to the busihesses involved
{e-g. in the cases of sales practice violations relating to
Auction Rate Securities).

The year 2012 saw the highly successful “Switch” of
federally covered advisers to state registration, Earlier;
NASAA adopteda madel rule_prqh:bitmg_ deceptive:
seniorspecific professional designations. Continling t6
make progress in, this area will be 4 high priority for state
securities regulators as well as NASAA in the 1 13th
Congress, and this progress should not be stultified by the
thi-eat of federal preamption.
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Activities &

Accomplishments

The primary mission of NASAA is to represent and serve its members through advocacy,
education, subject-matter expertise, communication and coordination as they
protect investors from fraud and abuse. 2012 saw a number of challenges to investor
protection, and NASAA and its members worked collaboratively to advance our common
goal of providing a reasonable balance between the needs of investors and industry.

Government Affairs

The primary issues affecting NASAA's membership in 2012
arose from legjslation intended to improve the examination
fraquancy of federally registered investment advisers and the
implementation of the Jumpstart Our Business Startups (JOBS)
Act, which became faw on April 12,2012,

Despite the JOBS Act being propelled by election-year polmcaE
concerns, bipartisan and bicameral support in Congress, and
decisive support from the White House, NASAA’s government
affairs team worked refentlessly through the Spring of 2012 to
improve the legislation.

Through a serles of letters and Independent visits to
Congressional members and staff, NASAA conveyed its
strang opposition to the JOBS Act. More than 20 individual
NASAA members directly registered their concerns to the
JOBS Act through calls and letters to members of their state
Congressional delegations.

This éutreack campaign cilminated in the appearance and
testimony of 2 NASAA witness at a Congressional hearing on
capitaj formation.

Following the enactment of the JOBS Act; NASAA's
government affairs team turnéd its attention to the issue of
investment adviser examinations. The team successfully secured
Rep. Maxine Waters as a featured speaker ac the 2012 Public
Policy: Conference, where she echoed NASAA's concerns with
creating a self-regulatory organization (SRO) for investment
advisers. She also noted her preference for a user-feé optibn and
recognized the impartant role of states in examining smajl and
rhid-sized investment advisérs and the burden that an SRO would
place on those advisérs.

Following the introduction. of legislation authiorizing the: SEC
to desighate an SRO for investment advisers, NASAA voiced its
concéins through letters and visits with the Chair: of the House

Financial Services Committee, one of the principlé supporters
of the proposal. In the following weeks, NASAA's government;
affairs team conducted more than 40 visits with memibers of the
House Financial Services and Senate Banking committees. These
meetings were followed by mora than 25 meetings betveen
NASAA members and members of Congress.

NASAA’s strong message earned a seat at the witness table.
during a hearing held by the full House Financial Services
Cormnmittee. Texas Securities Commissioner John Morgan
outlined NASAA's opposition to the SRO bill at the hearing,

Faced with resistance from NASAA and allied advocacy groups,
House Financial Services Cormittee Chairman Spencer Bachus
acknowledged on July 25, 2012, that the SRO bill was effectively
dead for the remainder of the | 12th Congress.

Throughout this very dynamic-and active year, NASAA and its
members ade their voices heard through testimony, comment
lettérs and joint outredch with other national organizations.

NASAA Testimony - zo12
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Legal & Regulatory Affairs

Throughout 2012, NASAA's legal department dedicated
significant resources-aimed at facilitating the switch from SEC
regulation to state regulation as mandated by the Dodd-Frank
Act.

The NASAA legal department also actively engaged in
thorough regulatory and legislative analysis to help advince
NASAA’s concérns about the JOBS Act and a Congressional
proposal to establish an SRO for investment-advisers, In
addition, NASAA's legal team worked with many NASAA
project.groups and section commiittees to develop
recommendations for the SEC and FINRA in their rulemakings.
under the JOBS Act.

The Legal Voice of NASAA

NASAA's legal staff has taken the lead in representing the
views of NASAA and the membership through public:comment
on critical regulatory rule proposals, Ih 2012, NASAA filed.

9 comment: [etters with the SEC, FINRA and the Consumer
Financial Protectioh Bureall on a wide range of issues, including
senfor fnvestor protection; the proposed regidation of
“crowdfunding activities by broker-dealers and funding portals:
advocating that the SEC not enact a temporary of interim
rulé regarding genieral solicitation of Regulation D, Rule 506
offerings: the scope, methods and data sourcés for a study of
pre-dispute arbitracion agreéments; the expungement pracess
for individuals who are not specifically named in customér
.complaints; the valuation of direce-participation programs and
real estate investment trusts in customér account statéments;
and disclosurés to investors in private placenients.

In-addition, NASAA’s legal team serves-the membership by
providing legal courisel and representingtheir positicns as.
amicus curiae In significant cases brought by private plaintiffs
(see box at right).

NASAA's legal staff also provides support for NASAA's
representative oni the Finaieial Stability Oversight Couincll,
(FSOC) and the SEC’s lnvestor Advisory Committes,

(IAC) both mandated by the Dodd- FrankAct. NASAA is
represerited-on the FSOC by North Carolina Deputy Secirities
Administrator David $. Masséy and on the IAC by lowa
Securities-Counsel and Director of Investor Education and
Consumer Qutreach ‘Craig Goett.sch

NASAA Legal Briefs |

Mathews v. Cassidy Turley, Inc.,

L 1o the tallng pro X
: o ry Rule” recognized by Maryland

MASAA filed a I h,mOt TR ITT VA ..;llpro' Lol IL}I isdiction o
( ; 3 f rehiarnce

Court argued
Aston of the
af A foram

20tion clse,

NASAA Report -




P

Communications & Investor Education

NASAA’s communications program Iargely facused on,
proactively advocating NASAA’s policy posutnons regarding
various aspects of the JOBSAct, with an ‘empbhasis on the
legislation’s crowdfuriding and Reg D Rule 506 general
solicitation provisions, promoting NASAA's opposition to
legistation to create an SRO for investment advisers, and raising
awareness of the {A Switch. Throughout these efforts, NASAA’s
communications gaal was to position' NASAA and its members
45 a leading voice of investor protection and a reliable source of
relevant information.

Through 30 news releases, two media tours and two news
conférences, NASAA's communications staff supported NASAA
lead@rship as'they delivered a message that balanced the
interests of investor protection.and capital formation.

* This effort led £ an’ 1} percent increase in NASAA riedia

coverage, (l 505 articles through the first eight months of the
year) from' the safmé period the year before.

Media Otitreach _

‘The.communicatiornis tearn arranged interviews for NASAA
senior leaderhship with leading national and mternauonai
publications, including The Wall Street fourndl, The New York Times,
The Washington Post, USA Today. The Financial Times, Do_w]one_s.
Reuters, and Bloomberg.

In July, the communications tear worked with then-
Enforcement Section Chair Matt Kitzi to develop a webinar
sponscred by NASAA and the Retirement industry Trust
Association (RITA) to raise public dwareness of how to avoid

fraud when considering investing in self-directed Individual

Retirement Accounts. The webinar attracted 155 participants and

‘resulted in several mews articles, including articles in USA Today,

Forbes and the Wall Stréet Jotirnal. _
This event was followed in August by a news teleconference
to promote the 2012 fist of Top lwestor Threats. Attended

by reporters from USA Today, ABC News, Reuters, Bloomberg,

Investment News, 1A Week, BNA and Investment Adviser magazine,

the event produced widespread media coverage, including an

artlcle on the front of the Money Section of USA deay, the
ation’s largest newspaper, and reprinted in 45
newspapers hationwide.

“To further spread NASAA's media message,
the communication tear launchied a Twitter
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Investor Education

In addition to promoting NASAA's policy positions in the
media, the NASAA communications staff continued to emphasize
the impertance of investor education.. The communications
departmeént provides support for the work of the Investor

Education Section and its project.groups. NASAA maintains

ongeing refationships with national partners ininvestor
education; including the American Savings Education Council-and,
thé Jump3$tart Coalition for Personal Financial Literacy.

Training & Technology

NASAA continues to enhance it use of technology to provids.
resources for.its membership. At the same tirne, the association
mamcains a strong series of innovative tramlng programs to.
keep the membership abreast of the latest developments within
securities regulation and the financial services industry.

In 2012, NASAA liunched the NASAA Electronic Examination
Modules (NEMO) software application, which enables examiners
to conduct broker-dealer and investment adviser examinations in
a-secure, digital environment.

Training NASAA members to use the NEMO application
efficiently and effectively was a key objective of NASAA's training
program-in 2012, as was the development of an enhanced
investment adviser training program to better prepare NASAA
members for thelr increased responsibilities resulting from the
1A switch,

Throughout the yean, NASAA continued to strengthen its
distance education prégram to provide online training on
demand to NASAA members.

Conferences & Events

NASAA hosted two major conferences in 2012, bringing:
together regulators, industry represenmt‘ives. poEicymakers,(
media and others.

State and provincial securities regulators convened in
Washington, D.C.,in May for NASAA’s Public Policy Conference
and i Coronado, California, in Septamber for NASAA’s Annual

‘Conference, Highlights of both events are ifustrated over the

next three pages,



2012 Public Policy Conference: Washington, D.C.

Iticiana. Securities Gomimissioner Chris Nqﬂo:; chair
of NASAA's 2012 Pubiic Policy Confeterice, delivers
opening remarks.

NewYork investor Protection Buregy Chief Marc Minor (right) listens as Mitchell Bompey of Morgan

Stanley Smith Bomey-outines the firm’s social media practices, Other panelists Included Scort Petérson,
co-founder of Relay Socio! Media LLC, and Themas Selman, executive vice president of regulatory pioficy,
FIN'RA.

Arkansas Securities Commissionar A, Heath Abshure (right), then NASAA's President-elect, moderales. a ponel

af tegal-and industry expertsin o discussion o]" the Impact of the jOBS Act an fnvestor protection and capital.
‘formation, From feft: Robert Pazen, senior facturer of business administrotion, Horvard Business: Sefiool-Willidm
Black, associate professor of econormics and low, University of Missouri-Konsas. City Schoo. of Law; Lynin Tairnir,

mariagifig director, LtiNomics, drid fornter SEC chief dccountant; feffiey Mationey, gerieral counsel, Coundil of
Institutional fivéstors; and Commissioner Abshute,

Rep. Makine Waters {D-CA} delivering the keynate

- address. outlining her feglsiation In support of user fees
to-help promote strong SEC oversight of investmient
‘agvisers. ’ )
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201z Annual Conference: Coronado, California

N Do et

Frarik Portnoy (right), the George E. Borrett
Professar of Law and Finanee and the Féimiding
Director-of the Center for Carporate and
Securities Low for University of Son Diego,
speaks obout-his book, Wair theArt and
Science of Delay, which discusses hiow dedisions,
especially thase related to.sectirites. and
investing, benefit fiom being made at the last
possible moment.

Jock E. Herstein'of Nebraske reflécts on o yeer of
accomplishmient os NASAA President befre introducing
Fis successor, A, Heath Abshurs of Arkansas, os NASAA'
new President,

Sequrities regulittors, Iégai 'e)tp‘e‘r& ond. aowdfundiné odvocates &p‘lore the a‘mpacf 6{ ‘the JOBS Act on 'me"capimi ﬁinmmo and fnvestor

Irving Faught {left}, Oklohoma Securities Admiinisuatar and 2042 Annval
W Conference Chair, opens the 95th Annual Faft Confarence in Coronoda,
B Colifornia. ’

protéction. Moderdted by Weishingtan Securities Division Diréctor Willian Beatty {ieft), the panel-includes (from right); Rick Fleriing, Depuity
General Counsel for NASAA;William Rice, Alberta Securities. Commission Cheir and Chief Exetutive Officer;Yoithiro *Yokum™ Taker, Corporate
ond Secufities Partner atWilson Sonsinl Goodrich & Resati ond Alice-Ning, Management Consultant and Founder of TapCaps.

20
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Arkonsas Securitiss Commissioner A. Heath Abshure delivers
the presidential address ot NASAA’s 2012 annuel conferenice
. e : ! in Coronaide, Coliferrila:Abshure’s ofieyéar term fung through
Pennsylvariia Securities Commissioner Steven lrwin (Fight} moderates o panef on how the presidential efection September 2013;

will affect Main Street andWall Street. Panelists included noted politieal scientists Corl Luna (center), of Mesa.

College and the Univarsity of Sdn Diego, and Jonathan Rodden, 6 national fellow at the Hoover Institution at

Stanford University, where he afso serves os'dssodiate professor,

Securities experts dnd reform advocates disciss the progress of Dodd-frank since its fiassoge, Moderated by Oregon Division of Finance & Corporate Securities Adminisirator
Dayid Tatman {center), the panel includes (frons left): Jennifer Toub, Assodiate Professor of Law dt Vermiont Law Schoof; Ken Bentsen, Executive Vice Fresident, Public Poficy and
Advocacy for the Seeurities: Industry dnd Fiondia) Morkets Associotion (SIMFA); Divid Min, Atsistont Frofessor of Low; Irvine School of Law, University of Colifornia; Akshit
Tewary, Founding Member of Occupy the SEC; and Thomas Quaadran,Vice President of thie LS, Charber of Comninercé far Capital Markets Competitivéness:
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Broker-Dealer Section
Overview

The point-of-sale contact that broker-dedlers have with
investors makes the work of the Broker-Desler Secticn
eritical in achieving NASAA's mission of investor pratection.
This Section focuses on issues involving broker-dealers
and agents, such as arbitration, qualification and licensing
requirements, record kééping and compliante requirements;
continuing education, and practices involving investors,

The Section offers official commenits on rule proposals;
participates in discussions with industry, SROs; and federal
regulators regarding trends and concerris in the brokerage
industry;and provides guidance to states on broker-dealer
issues. In addition to overseeing the activities of its project
groups, the Broker-Dealer Section works closely with the
CRDIIARD Steering Committee.

Spotlight Activity

The Broker-Dealer Section’s Operations Project Group
conducted its bi-annual coordinated examinitions of broker
dealers in 2012-and released’its findings at NASAA's Annual
Corference I Septamber.

‘The nationwide series of examinations of broker-dealers,
conducted by state securities examiners from 24 NASAA
jurisdictions in‘the United Stares, revealed a significant
number of problem-dreas.

‘A total of 236 examinations conducted between January
1.and june 30,2012, found 453 types of violations in five
compliance areas. The greatest fréquericy of violations (29

percent) involved books and records, followed by supervision g

(27 percent), sales practices (24 percent), registration &
licensing (14 percent), and operations (6 percent).

The top five types of violations found involved: failure to
fallow written supervisory policies and procedures, suitability:
correspondencefe-mail, maintenance of customer account
information, and internal atdits.

About half {44 percent) of the exdminations involved
-one-person branch offices;23 percent wéie Home offices;
20 percent were branch offices with two to five 5 agents; [ |
percent were branch offices with more than five agents;and 2
percent were non-branch offices,

NASAA Report
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2012-2013 Section Committee
John Cronin (VT),: Chiair

Mére Mirior (NY),Vice-Chair
Bryan Lantigne. (MA)

Tanya Solov (ILY
Mlchael‘(oungberg (D)

Chris Besko {MB)

Joe Opron (NASAA)

2012-2013 Project Groups
& Chairs ‘
LeslieVan Buskirk (Wi)
‘Arbitration \
Johin Cronin (VT)
Continuing Education
Williari Cahill (MA)
Broker-Dealer Exams Advisory
Carol Anne Foehl (MAY
Investment Products/Services
Carolyn Mendelson (PA)
Market & Reg. PolicyfReview
Tanya Solov {IL)
Mergers & AcquisitionsiFinders
James Nix (L)
Operaiions
Mark Kissler (WA)-
Variobie Annuities:

Number of Bximsy

Violation Types:
Most Frequent Violations:

201 1-20)2 Section Committee
John Cronin (VT), Chair

Marc Minor (NY},Vice Chair
Bryan Lantagne (MA)

Chris Naylor (IN)

Michael Yqqubgrg— {50}

Dauglas Brown (MB)

j6e Opron (NASAA)

2011-2012 Project Groups
& Chairs
Leslié Vani Buskirk (W)
Arbitration
Johin Cronini (VT)
Continuing Education
William Cahill (MA)
Exagms Adyisory
Mirc Minor (NY)
lnvestment Products/Seérvices
Carolyr Mendelson (PAY
-Market & Reg. Policy/Review
William Reilly (FL). '
Operatiens.
Mark Kissler i
Variable Anriuities

. BD Coordinated Exams at'a Glance

236

453

Bocks & Records (29%)
Supervisions-(27%)
Sales:Practices (24%)
Registration/Licensing (14%)
Operations (6%)

Source: NASAA Broker-Dealer Operations Praject Group



Corporation Finance Section

Overview

NASAA members have long helped facilitate capital formation at the state and local lavel, NASAA members assist entrepreneurs
with their business plans and help them obtain resources 16 grow their enterprises and create local jobs. The Corporation Finance
_ Section also develops and monitors policies for the registration of securities under state law. The Section oversees the activities
of six Project Groups: Cobrdinated Interpretations, Business Organizations & Accounting, Corporation Finance Policy, Direct
Participation Programs Policy, Franchise and Business Opportunities, and Small Business/Lirhited Offerings.

2012-2013 Section Committee
William Beatty (WA), Chair
Peter Cassidy (MA)Vice-Chair
Michael Benson (PA)

Anetria Connell (KY)

Colleen Monahan (CA)

Susan Powell (NB})

Rick Fleming (NASAA}

2012-2013 Project Groups & Chairs

Makléne Sparkman (TX), Coordinatéd Interpretations

Seth Herdein (OH), Business. Organizations and Accounting
Dennis Britson (1A Corpargtion Finonce Policy )
Mark Heuerman (OH), Direct Participation Programs Policy
Dale Cantone (M), Franchise and Business Opportunities
Faith Anderson (WA), Small Business/Limited Offerings

2011-2012 Section Committee
William Beatty (WA), Chair
Michael Benson {PA)

Anetrid Connell {KY)

Peter Cassidy (MA)

Susah Powell (NB)

Rick Flering (NASAA)

2011-2012 Project Groups & Chairs

Marlene Sparkman (T}, Cootdinated Interpretations

Brian Ardire (PA), Business Organizations/Accounting
Dennis Britsoni (lA); Corporation: Finance Policy

Mark Heuerman (OH), Direct Paruapatmn Programs Policy
Dale Cantone (MD), Frorichise & Business Opportunities
Faith Anderson (WA), Small Business/Limitéd Offerings

Activity Spotlight

Throughout 2012, the focus of the corporation finance
world was on Congress as it considered what became
known as the JOBS Act.

During this period, NASAA established the Small
Business/Capital Formation Committee, made up of
representatives from the Corporation Finance and Broker-
Dealer sections, to focus on issues related to the JOBS
Act: The committee worked extensively on a proposal to:
establish a new, state-administered crowdfunding exemption
in an effort to combat the preemption provisions of the
JOBS Act.

The Corporation Finarnice Séction, thiough its Direct
Participation Program dnd Business Organizations and
Accounting project groups, prepared a NASAA commient
letter in general support of FINRA's proposal concerning
the valuation of unlistéd REITs and business dévelopment
comipanies (BDCS) on customer account stitemernts,

The Section also publishad an informal solicitation of
comirients corcerning whether NASAA should develop a
Statement of Policy tailored to BDCs and revisé the REIT
Giidelines to address Certain.issues.
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Enforcement Section

Overview

NASAA members have a:significant history of bringing
enforcement actions, including eriminal prosecutions. NASAA
assists its members in coordinating enforcement efforts
regarding multi-state frauds by facilitating the sharing of
information and leveraging the resources of the states more
efficiently. NASAA's Enforcement Section acts as'a point of
contact for federal agencies:and selfregulatory organizations,
suchas the SEC, the FBl, the Postal Inspectors, and FINRA,
and helps identify new fraud trends. The Section oversees
the activities of several Project Groups, including: Attorney/
Investigator Training, Litigation Forum, Oil/Gas Ventures, Reg D
Investigations and Enforcement Zones.

Activity Spotlight
In addition to conducting thé annual enforcement survey,

NA’SM’S Enforcement Section also prepares an annual list.of |
top irvestor threats,

AL L& e
Inappropriate Advice or Risky Oil & Gas Drilling
Practices-from Investment  Programs

Advisers

R ot
EB-5 Investment-for-Visa

Schemes: Schemes

e el
Unlicensed Salesmen
Giving Liquidation
Recommendations

NASAA Report

2012-2013 Section Committee
Judith Shaw (ME), Chair

Keith Woodwell (UT),Vice-chair
Kevin Anselim (AK)

Joe Rotunda {TX)

Abbe Tiger-{NJ)

R.Scott Peacock (INS)

Rick Fleming (NASAAY

2012-2013 Project Groups & Chairs
T.Webster Brenner (MD),
Enforcement Publications

Tracy Meyers (SC) & Jeffray Spill (NH),
Enforcement Training

Robert Moilanen (MN3, Internet Fraud
fnvestigations

Gerald Rome (CO), Litization Forum
Chad Harlan (KY), CilfGas Ventures
Allan Russ (NC),Reg D Investigations
Charles Kaiser (OK) & Rodney Griess
(NE), SID Database

Jake van der Laan (NB}, Enforcement Zones

2011-2012 Section Committee
Matt Kitzi (MO), Chair

Keith Wobdwelt (UT),Viee Chaif
Kevin Anselm {AK) .
Colleen Keefe (KY)

Joe Roturida (TX):

R.Scott Peacock (NS}

20112012 Profect Groups & Chalrs
T.Webster Brenner (MD),

Enforcement Publications

Tracy Meyers (SC) & Jeffrey Spill (NH),
Enforcement Training’

Gerald Roine {COQ), Litigation Forum

Ricky Locklar (AL), CiliGds Ventures

Allan Russ (NC), Reg D Investigdtions
Charles Kaiser (OK), $ID Database

Jake van der Laan (NB), Enforcement Zones



Investment Adviser Section

Overview

NASAA's Investment Adviser Section develops policies and monitors state registration and regulation of firms and professionals
in the investment advisory business. The Section also develops uniform policies for ethical business practices and model rifes to
enforce the investment advisory provisions of state law. The Section oversees.the activities of the Exams Advisory, Operations,
Regu]at:ory Policy and Review, Training, and [nvestment Adviser Zones prolect groups and works closely with the CRD/IARD Steering

Committee,

2052-20]3 Section Committee
Andréa Seidt (OH), Chair

Linda Cena (M), Vice-chair
Shonita. Bossiet (MS)

Theodore Miles (DC)

Ronak Patel (TX)

Susan Pawelek (ON}):

AValerie Mirke (NASAA}

2612-2013 Project Groups € Chairs:

Sheila Cahill (NE), lnvestmient Adviser Exams Advisory
Michael Huggs (MS}), Investment Adviser Dperations
Gregory Abiam (MA), Regulatdry Policy and Réview
William Carrigan (VT), Investment Adviser Training
Maurice Kamhi (CA}, Investment Adviser Training
David Swafford (CO), Investrhent Adviser Zonés

2011-2012 Section Committee
Linda Cena (M), Chair’

* Shonita Bossier (KY),Vice Chair

Michael Huggs (MS)
Theodore Miles (BC)
Abbe Tiger (NJ)

Sisan Pawelek (ON)
Joseph Brady (NASAA)

2011-2012 Project Groups & Chairs

Stieila Cahill (NE), investmenrAdwser Exdns Advisary
Michael Huggs (MS), Investment Adviser-Operations
Ronak Patel (TX), Regulatory Policy & Review
William Carrigan (VT): Investment Adviser Training
Maurice Kamhi (CA), Investment Adviser Training
Oscir Gonzalez (TX), Investment Adviser Zones

Activity Spotlight

1A SWitCh

The Invéstiment Adviser Section concentrated its efforts in
2012 on assisting NASAA members as they “switched™ mid-sized
ihvestment. advisers from SEC to. state regulation, as mandated
by the Dodd-Frank Act.

The latest data from the SEC puts the number of switching
advisers at:about 2,100 firms. The SEC estimates.that it will have
oversight responsibility for about 10,500 investment advisers
while about 17,000 investrent advisers will be registered with
state securities regulators.

T help advance the switch, the IA Section focused on four
primary goals throughout 2012;

“  Help NASAA members with their mission of regulating
investrnerit advisers by providing traihing and regulatory
rasources. '

» Facilitate communication among NASAA members on
regularory issues and practices.

»  Imiplement a multifaceted plai to support thé increase in
assets under management:

+  Implement a plan to support uniformity in investment
adviser and investiment adviser representative licensing and
examination practices.
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Investor Education Section
Overview

. The Investor Ediication Seetion provides resocurces to help increase awareness of ﬁ'auds_ and 1o build sound financial habits,
Recognizing that education-is 2 key weapon in the fight against investment fraud, the NASAA Investor Education Section was created
in 1997 by the NASAA Board of Directors to help support the finaricial education efforts of the membership. The Section oversees
the activities of four Project Groups: Alerts & Advisories, Outréach, Promotion & Coordinadon, and Social Media & Qaline Outreach.

Activity Spotlight
“The mais .effbr\ts to the Investor 3' %
Educarion Secticit in 2012 included otz

tha creation of a new outreach tookit ¢ § A "I 1% -~ E
to bring invéstor education resources | N\ AN _ E

AMERICAN OUTREACH |

to Native American and First Nation
populations:in the United States and
Canada.

The initiativa was developed to help reduce the Fisk.of 7
investment fraud following two large financial settlements réachéd
between Native Amerlcan plaintiffs and the federal government:

Recognizing the growing use and importance of social media, the
Sacial Media & Online Outreach Project Group déveloped a social
media handbook for NASAA IE coordinators..

The Promation & Cootdination Project Group released the
second edition of its |E Resource Cilendar to provide NASAA
members with creative ways to expand their [E cutreach.

To respohd to emerging trends and issues, the Alerts &
Advisories Project Group focused on crowdfinding through a
series of alerts to provide protective and informative messages for
investors, srall businesses and entrepreneurs. |

L ?
177 g
RS>

NASAA Report »oin- | rony

20422013 Section Committee.
Daphne Smith (TN), Chair
Marissa Rignanesi (NB),Vicé-Chair
Lynhe Egan (MT)

Bernice Geiger (NM)

Christina Kotsalos (PA)

Diane Young-Spitzer (MA)

Jaime Brockway (NASAA)

2012-2013 Project Groups & Chairs

Diane Young-Spitzer (MA),Alerts & Advisories

Berntce Geiger (NM), Investor Outredch

Christina Kotszlos (PA), Promotion & Coordination
Marissa Rignariest (NB), Onfine Qutregch & Social Media,

2011-2012 Section Cormmittee
Daphne Smith (TN}, Chair
Marissa Rignanesi {NB},Vice-chair
Lynne Egan (MT)

Tanya Webber (MS)

Diane Young-Spitzer (MA)

Leah Szarek (NASAAY

20112012 Project Groups & Chairs

Diane Young-Spitzer (MA), Alerts & Advisories

Bernice Geiger (NM); Investor Outreach

Christina Kotsalos (PA), Promotion & Coordination

Marissa Rignanesi {NB), Online Qutreach & Social Media
(from February 2012)

Natalie MacLellan (NS) Ohlirie Outreach & Sociol. Media
(through February 2012)



NASAA Awards

te Sky €

Jack E. Herstein
' Nebraska_ :

" The:Blue Sky Cube, NASAA's highest honor: recogrizes career

. achievement and-distinguished contributions to sectrities
-regulation. It is named for Blue Sky Law, the umbrella term
" for state laws throughout the United States that regulate

- the offering and sale of securities. Kansas enacted the first
" Blue 'Sky Law iii 1911 to protect investors from speculative
- schemes that, in the words of @ judge of thie period, had no
.- Fnore substance than so many ﬁeet of “blue sky.”

Jack E. Herstein, 201 1-2012 NASAA President arid Assistant
Director of the Nebraska Departmetit of Bankinig &
Finance, Bireau of Securities, wos the recipiént of the 2012
Blue Sky Cube, which was presented diring NASAAs Annual
Conference in Coronade, California.

Outstanding Service Award
Preston DuFauchard, California
Michael Huggs, Mississippi
Thomas A. Michlovic, Pennsylvania
William F. Reilly Jr,, Florida

Franklin L.Widmann, Florida
Benette Zivley, Texas

Distinguished Service Award
Dale Clements, Tennessee

Outstanding Team Service Award
Bankers Life Task Force:

Judith Shaw, Maine:

Karla Black, Maine

Michael Colleran, Maine:

Matt Kitzi, Missouri

Mary Ho'sme_rf; Missouri

Judi Lahy, Missouri

Jeff Spill, New Hampshire

John Cronin,Vermont
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Board of Directors

NASAA’s Board of Directors; elected annually from the ranks of the membership,
is responsible for thé association’s planning and policy development.

2012-2013 Board 2011-2012 Board

A. Heath Abshure; Arkansas, President Jack E. Herstein, Nebraska, President

Steve. Irwin, Pennsylvania, President-elect A. Heath Abshure, Arkansas, President-elect
Jack E. Herstein, Nebraska, Past President. David Massey, North Carolina, Past President
Chris Naylor; Indiana, Secretary ~ Rick Hancox, New Brunswick, Secretary
Fred ). Joseph, Colorado, Treasurer Fred J. Joseph, Colorado, Treasurer

Douglas Brown, Manitoba Steve lrwin, Pennsylvania

Melanie Sénter Lubin, Maryland Melanie Senter Lubin, Maryland

John Morgan, Texas ' Andrea Seidt, Ohio

Patricia Struck, Wisconsin Patricia Struck; Wisconsin

Throughout 2012-2013, NASAA was led by Jack
E. Herstein, Assistant Director: of the Nebraska
‘Départment of Banking & Finance, Bureau of
Securities, {right} and A, Heath Abshure, Arkansas
Securities Comrmissioner (left). Mr. Herstein
served as NASAA’s 201 1-2012 president. He was
stcceeded by Mr.Abshure in September 2012,
My, Abshure’s terin runs through September

2013, when he will be succeeded by Pennsylvanio
Banking and Securities Cornmissioher Steven lrwin.
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Board Committees

2012-2013 Board Committee Chairs
Awards

Craig Goettsch, lowa

CRD/IARD Steering

Melanie Senter Lubin, Maryland
‘CRD/IARD Forms and Process
Fam Epting, Florida

Electronic Filing Depository
Jack E. Herstein, Mebraska
Federal Legislation

Steve lrwin, Pennsylvania

Finance and Audit

Patrieia McKenna, Maryland
International

Joseph Borg, Alabama

Legal Services

Chris Naylor, Indiana

NEMO Training & Support
Michael Huggs, Mississippi
Standardized Training & Technology
Rick Mancox, New Brunswick
Uniform Securities Act

Cragi Goetisch, lowa

2011-2012 Board Committee Chairs
Awards

Craig Goettsch, lowa

CRD/IARD Steering

Melanie-Sent‘erl Lubin; Maryland
CRDAARD Forms and Process
"Pam Epting; Florida

Federal Legislation

Steve lrwin, Pennsylvania

Finance and Audit

Patricia McKenna, Maryland
International

Joseph Borg, Alabama

Legal Services

Debra Bollinger; Virginia

Life Settlements

Fred Joseph, Colorado

Mergers & Acquisitions/Finders
Tanyi Solov, lllincis

NEMO Training and Support
Michael Huggs, Mississippi

Reg. D Electronic Filings

A. Heath Abshure, Arkansas

Small Business/Capital Formation
A. Heath Abshure, Arkansas
Standardized Training & Technology
judith Shaw, Maine

Uniform Securitigs Act

Craig Goettsch, lowa
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Corporate Office Staff

Executive and Administrative Office

Russ liciilano
Executive Director

John H. Lynch _
Deputy Executive Director/Controller
Gina Haidle

Membership Services and Finance Manager
Jennifer Marsoni

Executive Assistant, Office Manager
& Benefits Coordinator

Josephine Oundo
Receptionist

Legal

Joseph Brady
‘General Counsel

Rick Fleming
Deputy General Counsel

A.Valerie Mirko
Assistant General Counsel

Joseph Opron
Counsel

Faye Gordon
Paralegal

NASAA Report ..

Government Affairs

Michael Canning
Director of Policy

Anya Coverman ‘
Deputy Director of Policy

Zachary Israel
Government Affairs Assistant

Communications & Investor Education

Bob Webster
Director of Communications

. Jaime Brockway

Commiunjcations & Investor Education
Manager

Conferences & Events

Lonnie Martin
Membership & Meetings Manager

Danielle North
Membership. & Meetings Assistant

Training & Tec;hHOJOgy

Jason Wolf

Training & Technology Manager

WWW, nasaa org :
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EXHIBIT

~

Heath Abshure

From: John H. Lynch <jhl@nasaa.org>
Sent: Tuesday, October 29, 2013 3:12 PM
To: Heath Abshure

Subject: Financial Info you requested
Attachments: settlement income, training costs.pdf
Heath,

I've attached the settlement income that NASAA has received from the states over the past five years along with the
cost to NASAA to conduct the training events that benefit your staff. You may want to eliminate the 2013 BNY
settlement as that was done by the corp. office when BNY backed out of the EFD project. '

Also, the NEMO project, which benefits your examination staff cost NASAA 5439,000. We anticipate that the final cost
for the EFD system, which will also benefit your state will cost NASAA about $225,000.

We can’t put a price tag on the distance education package (since Jason put that together) that we offer on our website,
but certainly it is another training exercise meant to benefit all of the states.

Let me know if you need more.

John H. Lynch

Deputy Executive Director/Controller
NASAA

750 First Street, NE

Suite 1140

Washington, DC 20002
202/737-0900



Settlement Income - 2009

Bank of America (Alabama ARS Order)

Citigroup Global Markets (Alabama ARS Order)
Credit Suisse Securities (North Carolina ARS Order)
JP Morgan Chase & CO (Florida ARS Order)

Merrill Lynch (Texas Client Associate Order)

Merrilt Lynch (Alabama ARS Order)

Merrill Lynch (Alabama Client Associate Order)

Wachovia Securities {(Alabama ARS Order)

@

.
i
i
£
3
£,

08/12/2009
06/11/2009
08/07/2009
10/22/2009
08/23/2008
09/28/2009
12/10/2009

06/11/2008

s
Received

~Amount |

_Received |

$10,000

$5,000
$16,000
$15,000
$25,000
$25,000
$10,200

$10,000

$115,200



Settlement Income - 2010

i Date Amount |

Credit Suisse Securities (lowa ARS Order) 03/22/2010 $5,000
Wells Fargo ihvestments (Washington ARS Order) 04/29/2010  $25,000
Morgan Stanley (lowa ARS Order} _ 05/03/2010 $3,000
Merrill Lynch (fowa Clienf Associates Order) 05/26/2010 $6,000 Non ARS
UBS (Alabama ARS Order) 07/07/2010  $10,000
Goldman Sachs (Alabama ARS Order) Q7/07/2010  $50,000
UBS (iowa ARS Order) 07/14/2010 $7.500
JP Morgan Chase (lowa ARS Crder) 11/15/2010 $1,000
Deutsche Bank Securities inc "DBSI" (lowa ARS Qrder) 12/27/2010 $500
Goldman, Sachs & Co. (Jowa ARS Order) 1211412010 $2,000
$110,000
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Settlement Income - 2011

Raymond James & Associates (ARS){Florida)
Morgan Keegan (Alabama}

Raymond James & Associates (ARS){Alabama)
E*Trade (ARS)(Colorado)

]
]
i
i
H

07/08i2011
071472011
09/23/2011
01/10/2012

T
_Received

" Amount |

_Received |

$25,000

$23,000 ncot ARS
$1,000

$20,000



Settlement Income - 2012

Bankers Life (Maine)

Morgan Keegan (lowa)

E*Trade Securilies {lows)

Bankers Life (lowa)

FroEquities (Bankers Life)(Arkansas)
UVEST {Bankers LIFE){(Arkansas)

B

| Amount |
! Received  Received |
06/01/2012  $20,000.00
08/06/2012 $1,000.00
10/01/2012 $1,000.00
112012012 $5,000.00
1112172012 $8,207.55
1142712012 $14,150.84

$49,358.49

ARS



“Q

Settlement income - 20113

UVEST Financial {Bankers Llfe)(iOWA)
BNY Mellon (Form D)

RBC Capital Markets, LL.C (Colorado)
Crews & Assaciates, Inc. (Arkansas)
UBS Financial Services (New Jersey)

T
| Received

02/07/2013
02712013
0710172013
07/22{2013
09/20/2013

Amount
Received

$500.00
$250,000.00
$10,000.00
$150,000.00
$10,000.00

-
|

$420,500.00
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Date {PT grantee
8/1/2012 University of Arkansas
3/1/2009 AARP

3/13/2009 AARP

6/30/2009 University of Arkansas
6/1/2007 University of Arkansas
2/1/2007 Arkansas Securities Department

Total amount of grants from IPT

Program

How Can | Afford Refirement
Protecting Arkansans Town-halls
Campaign for Wise and Safe Investing
How Can | Afford Retirement

Globat Financial Trading Center

Radio program

Amount
$78,594
$25,000
$15,000
$76,564
$45,078
$80,000

$320,236
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~ Garrison Financial
. Institute

Fax

To:  Ann MeDougal From:  gickey Costrell
Faxz  (501)324-9268 Pages: 12

Phone: (501) 324-8686 Date:  2/10/09

Re: IPT Grant Proposal (Part One) cet

{Jurgent [JForReview [IPlease Commeént [IPleaseReply []Please Recycle

® Comments:
Dear Ms. McDougal,

Altached please find our grant submission for the "How Can | Afford Refirement” program sponsored by the
Investor Protection Trust Foundation. Due to the large size of the attachments, | have sent this to you in two
parts. Partone (attached) has the proposal and budget Part two has the other attachments and was sentto you
via email.

Since Commissioner Abshure’s email is blocked can you please forward part one and two to him?
Please do not hesitate to contact me if | can be of assistance to you or if you have any guestions.
Thank you for your fime and prompt attention to this imporiant matter.

Riskey

Rochelle M. Costrell

Associate Director

Garrison Financlal Institule

Sam M. Walton College of Business
1 University of Arkansas, WCOB 302
Fayetteville, AR 72704

Phone: {(479) 5754399

Fax: {479) 575-8407

Email: rcostrell@walton.uark.edu
Office Location: RCED 208

Gamison Financial institute - Advancing finansial research and Ruowledge through practize.

@
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IPT Grant Proposal Form

. .. 301(e}(3) Organization or
Project Principal State Securities Administrator
Name: Wayne Y, Lee Narne of Organization: Board of Trustees,
Title: Professor of Finance Universily of Arkansas, Fayetteville Campus
Affiliation: Sam M. Walton College of Type of Institution: State Controlled Institution
Business, University of Arkansas of Higher Learning
Address: 1 University of Arkansas, Address: 1 University of Arkansas,
Business Bldg 302, Fayettevitle, AR, 72701
Fayetteville, AR, 72701 Other Related Information: Garrison Financial
Telephone: (479) 575-3944 Institute at the Sam M. Walton School of
Fax: (479) 575-8407 Business {Rosemary Ruff, Director of
. . Research and Sponsored Programs)
E-mail: wli@walton.uark.edu Telephone: (479) 575-3845)
E-mail: rcostrell@walton.uark.edu
Federal Tax ID Number: 716003252
Website URL: www.waltoncollege.uark.edu

Project Title: How Can 1 Afford Retirement— An Investor Protection Trust Program at the
Fayetteville Public Library in Partnership with the Garrison Financial Institute

Grant Amount Requested: $73,676 Duration of Preject: 24 Months

Summary of Project (300 words or less):

Utilizing the “How Can 1 Afford Retirement” model developed by the Boston Public Library
and supported by the Investor Protection Trust Foyndation, the Garrison Financial Institute in
cooperation with the FayeﬁeWm.pmpose to host 20 fo 25 multipat, non-
commercial educationslsvVents Targeted specifically at Arkansans ages 45 to 70 who have not
saved adequately for retirement. The subject matter will cover specific investor education
topics aimed at helping this age cohort plan ahead and avoid investment errors that can
undermine their retiremént security.

Increasingly, financial responsibility for retirement has shifted towards individuals and away
from corporate and govemment sponsored retirement plans, Research shows, however, that
Americans approaching retirement have not sef aside sufficient savings to support themselves
during retirement. Saving for retirement is not rocket science, but educating the public on how
to better prepare for retirement is an urgent national imperative that is on par with the space
race decades earlier.

Page 1
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Experts from the community will address investor education issues that are critical to
individuals 45-70 years of age. Cognizant of our adult audience, the message will be
reinforced in multiple ways — first, by lecture, and second, by a reference librarian who will
speak about investor education resources that are available at the library. . Presentations will be
followed by small group breakout sessions facilitated by trained personnel at which time
participants will complete workbook exercises focused around topics covered. Groups will
reconvene with the speaker for a question and answer session. At the end of each program,
participants will have a greater understanding of their financial situation, how to better prepare
for retirement, and avoid fraud.

Deseription of 501(c}(3) organization, if applicable:

The University of Arkansas is a leader in providing world-class investment education, The
University of Arkansas finance facuky created the first variable annuity and is the only
institution on the country with five student-managed-investment funds. Over the latest 5-year
period ending November a8t 2008, the student-managed Rebsamen Trust delivered a 3.7%
return, versus losses of -1.4% for both the Russell 1000 and the S&P 500. In 2008, the
Sholimier Fund placed first in the Graduate Hybrid Funds Class in the student-run portfolie
competition at the eighth annual Refining Investment Strategy Education Forum held at the
University of Dayton in Ohio. As a result of this first-place showing, Shollmier Fund students
were featured in BusinessWeek and appeared on CNBC’s “Squawk on the Street”.

The Garrison Financial Institute at the Sam M. Walton Coliege of Business was created in
2006 by a gift from the Garrison family and the Walton Charitable Trust Foundation to
advance financial education and knowledge through practice. Its mission is to enhance studen!
learning through experience, foster research that extends and perfect best practices, and
contribute to the economic development of the state of Arkansas and the welfare of its citizens.

The Fayetteville Public Library was the recipient of the Library Journal’s “Library of the Year
Award” in 2005. This 88,000 square foot architecturally innovative facility was built in 2005.
It has a large meeting room that can accommodate 200 adults, a smaller room that can hoid 26
adults, free onsite parking for 212, ample street parking, and is handicap accessible. I serves
the Washington County area with a population of 193,771 people. Eighty percent of the local
population has a library card compared to the national average 61% attesting to the popularity
of this library. In 2006, the library had 551,696 visits and its annual expenditure per capita
was $49.98 which is 19% higher than the national average of $41.90. For more information
visit www.faylib.org

Goals and Objectives:
Goal 1: Provide Arkansans aged 45 to 70 with access to non-commercial, impartial
information on which to base sound retirement investment decisions, and avoid fraud
DObijectives:
I. Hold 20 to 25 investor education events designed to meet the information needs of
Arkansans aged 45 to 70,
2. Publicize the availability of investor education programs to attract 50 Arkansans per

event, for a total of between 1,000 and 1,250 Arkansans served over a two year period.

Page2
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Geal 2: Facilitate greater availability of permanent, non-commercial, retirement

investment and fraud avoidance information at the Fayetteville Public Library

Objectives:

L. Provide selected books, publications and DVDs to the Fayetteville Public Libsary so
that Arkansans can access a penmanent collection of retirement investor education
materials repeatedly and on their own schedules.

2. Utilize public lectures, small facilitated discussions, and an explanation of available
library resources. :

Goal 3: Provide a model for non-commercial, impartial, retitement investment education

that can be replicated throughout Arkansas

Objectives:

1. Utilize presentation materials, workbooks, DVDs, and other materials produced by the
Investor Protection Trust Foundation, based on their program “How Can 1 Afford
Retirement” developed in partnership with the Boston Public Library.

2. Provide assistance to communities in Arkansas seeking to replicate this program,

Detailed project description:

The project will be conducted by the Garrison Financial Institute in cooperation with the
Fayetteville' Public Library. Over two years, the Garrison Financial Institute will orpanize
between 20 and 23 public events aimed at Arkansans aged 45 to 70 who may not have saved
adequately for retirement. The investor education subjects covered will help this age cohort
plan ahead and avoid investment pitfalls that can further undermine their retirement security.

Goal 1: To provide people ages 45 to 70 with access to non-commercial, impartial
information on which to base sound retirement investment decisions. To achieve this goal, the
Garrison Financial Institute will organize and present 20 to 25 investor cducation events for
individuals in our target group. These events will be topic focused and include issues of
particular relevance to the target population. The sessions will cover specific topics which will
be repeated during the project period. Events will repeat at varying times of day fo attract
people with differing schedules. Sample topics are:

‘Taking the Mystery Out of Retirement Planning

e Setting retirement goals

Projecting retirement income and expenses
Allocaling assets for retirement investments
Developing a personal financial/investment plan
Next steps

s 5 & O

Closing the Gap: Investment and Expense Strategics - Even for Late Starters!
s Determining the gap between desired and projected tncome

Building investment strategies to address financial gaps

Creating relirement income from investment assets

Learning catch-up provisions

. B &

Investing Wisely to Avoid the Financial Risk of Longer Life Expectaney
s Assessing the risk of outliving vour assets

Fage 3
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» Deiermining the best diversification, asset allocation and types of investments
» Understanding the impact of withdrawal rates on your investments

Protecting Your Investments - The Best Defense is a Wise and Safe Investor

o Leamning the common investment and retirement planning mistakes
« Understanding common methods of financial fraud and abuse
s Discovering basic insurance investment strategies for retirement

Each session will be publicized in print, radio, an on line to attract at least 50 people to each
event. The project will also reach out to affinity groups such as life-long learning
conmmunities, university alumni, retigious organizations, and civic groups.

Goal 2: The second goal is to facilitate permanent availability of non-commercial retirement
investment and fraud avoidance information at the Fayetteville Public Library. This will be
accomplished by providing selected books, publications and DVDs {o the Fayetteville Public
Library so that Arkansans can access a permanent collection of retirement investor education
materials repeatedly and on their own schedules. These materials include Investor Protection
Trust publications such as Five Keys to Investing, Getting Help With Your Investments, and
Maximizing Your Retirement Investments. DVD's inclade the first three volumes of Money
Track, the only television show that offers unbiased, non-commercial investing education. To
introduce Arkansans to library recourses, presenters will utilize lectures and small group
facilitated discussions. In a slight depatture from the Boston Public Library modet, our group
facilitators may be peers, regional business people, professionals, library personnel, library
volunteers, or academics.

Goal 3: The third goal is to provide a model for non-commercial, impariial, retirement
investment education that can be replicated throughout Arkansas. We will provide this model
by utilizing the “How Can I Afford Retirement” program developed by the Investor Protection
Trust Foundation in partnership with the Boston Public Library, This program consists of a
series of retirement investment education events as described above in goal one, supplemented
by providing a permanent collection of printed and electronic media to the Fayetteville Public
Library as described in goal two above. The Garrison Financial Institute and the Fayetteville
Public Library will also provide assistance to communities throughout Arkansas that seek to
replicate this program in their local public library.

Needs Assessment:

Responsibility for retirement has increasingly shifted to individuals, but research shows that
the median account balance in defined contribution plans as of 2007 is approximately
$22,000." With major market indexes, such as the Dow Jones Industrial Average, down 32%
in 2008, median defined contribution plan balances as of 2009 are likely to be significantly
lower than $22,000,

Workers need fo take advantage of voluntary workplace retirement plans such as 401(k)s,
403(b)s, and 457 plans to augment their savings. Yet an analysis of Census Bureau Population
Survey data published by the Employee Benefit Research Institute in 2006 found that only
48% of workers aged 21-64 participated in workplace retirement plans.

! Tergesen, Anne, How to Fix 401¢k)s (Wall Street Journal), Decembor 13, 2008

Page 4
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Workers also need to utilize voluntary tax advantaged retirement savings vehicles like
Individual Retirement Accounts (IRAs). Savings rates, however, have fallen since the 1980,
and Americans who have not participated in workplace savings programs, have not made up
for their lack of retirement savings with (voluntary) personal savings.” Yet retirees will likely
be expected to provide as much as 75% of their pre-retirement income from personal savings.

Due to the rural character and lower than average incomes in parts of Arkansas, this state is
underserved by qualified financial planners compared to other states. There is no state
association of financial planners in Northwest Arkansas, and local citizens have requested that
the University of Arkansas provide assistance with retirement planning. To quantify this need,
the Garrison Financial Institule conducted a survey during the summer of 2007. Restlts
showed that among our target audience, there is a strong demand for retirement counseling and
that the Fayetteville Public Library would be a convenient location, We also gathered data on
where our target audience obtains their local news and incorporated these findings into our
marketing plan.

A research study conducted by a University of Arkansas faculty member found that full-time
farm operators from 5 states put a higher value on retirement planning information from
Cooperative Extension Services than retirement information from accountants, bankers, and
other professionals.’ Because there is a need for more financial counseling and local people
trust advice from the University of Arkansas, a university run retirement education program
will provide an important resource to this community.

This project wilf address the lack of preparation and adequate savings by people ages 45-70 for
retirement as well as the need o have access to a permanent, non-commercial source of
investor information at a time when individuals can be most vulnerable to poor decision-
making,

Areas of Need being Met by the Project: Within the larger context of inadequate savings and
preparation for retirement, these are specific areas of need that will be addressed:

+  Ways for people with Jimited retirement savings make the most of their remaining earning
years.

¢ Investing concerns of women and how divorced or widowed women can be particularly
vulnerabie to fraud.

» Choosing investments wisely.
Protecting your life savings by avoiding investment scams: Investor Bill of Rights; and the
role of federal and state governments in proteciing investors,

» {Choosing financial advisors.

Target audience and number of people targeted by project: .
Our target audience is Arkansans aged 45 through 70 who live within a 40-mile radius

surrounding the University of Arkansas, Fayetteville campus. In 2006, 44% of the population

*Genera! Information on Pensians and Retirement Security. Economic Policy Institute, Seplember 2606, p 6.

7 Bailey, William and Turner, Jean. Sipnificance of Sources of Retiremgnt Planning Infprmation for Fammers

Financial Counseling and Planning, Volume 3, 1994 edition, p. §3.

Page 5
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in this target area, or 209,861 persons were in this demographic group. By 2011, this number
is prgjccted to grow by 10.8% to 231,512 people or 45% of the total population in the target
area.

We will also target participants from local affinity proups. As part of the University of
Arkansas system, we will have access to the 2,700 members and mailing list for the Osher
Institute for Life Long Leamning. The Osher Institute is a group of adults over 50 years of age
who come together to explore intellectual and cultural topics of interest. Courses offered
through the Osher Institute are led by current and retired University of Arkansas faculty and
community experts, and do not require participants to take tests or write papers. We will also
target the 53,527 Fayetteville Public Library cardholders and local AARP members.

In total we hope to reach between 1,000 and 1,250 Arkansans through 20 to 25 investor
education sessions over two years,

Implementation:

A project team will be formed consisting of a project leader, two project administrators, a
reference librarian, a marketing professional, a graphic designer, a website designer, and an
advisory board. The Executive Director and Managing Director of the Garrison Financial
Institute, who are also University of Arkansas finance professors, will advise the project team
as needed. In addition, other members of the Sam M. Walton College of Business could be
tapped as speakers should their services be required.

The project leader will coordinate with the external pariners, such as the Fayetieville Public
Library, local affinity groups, local members of the Certified Financial Analyst Society, and
the advisory board to organize and schedule the investor education sessions. The project
leader will also train the break out session facilitators, Working with the advisory board, the
project leader will secure speakers for the program sessions. In cooperation with the Director
of Communications at the Walton College of Business, a marketing plan will be developed and
implemented. In cooperation with the Technology Center at the Walton College, a website
will be created and maintained, The project coordinators will assist the project leader with the
tasks listed above. Materials provided by the Investor Protection Trust Foundation in
partnership with the Boston Public Library for their “How Can I Afford Retirement” program
will be utilized for the sessions. Some of these materials will be given to the Fayetteville
Public Library for their permanent collection.

Prior to submitting this proposal, the following steps were taken:

= On QOctober 31, 2008 the “How Can I Afford Relirement” program was presented to the 25
members of the Garrison Financial Institute Advisery Board. The board enthusiasticaily
endorsed the program, and volunteered their services and the services of their companics to
provide speakers, facilitators, and project team members.

* The Director of Communications at the Walten College of Business has developed a
preliminary marketing plan.

» The Technology Center at the Walton College has allocated resources for the spring of
2009 to develop a website. )

*‘Demographic data is provided by Anysite Ouline, a subsidiary of MapInfo Corporation {Attachment )

Page 6
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o The Manager of Reference and Adult Services at the Fayetleville Public Library has
identiffed dates for this spring when the first sessions could be held.

Time Frame for Project:
Months 0-3 Project ramp-up including;

Form “How Can T Afford Retirement” advisory board

Secure proposed presentation dates from the Fayetteville Public Library

Identify and recruit speakers and back up speakers for year one

Recruit and train 8-10 pro-bono facilitators

Study Presentation Materials and Workbooks

Work with reference librarians at the Fayetteville Public Library to evaluate, update,
replenish and customize library resources

Refine and implement marketing plan

Create website

a ® 8 8 9 @

Months 4-24

Conduct 20-25 events .

Identify and recruit speakers and back up speakers for year two
Maintain, train, and if necessary recruit 8-10 new pro-bono facilitators
Continue and refine implementation of Marketing Plan

Maintain Website

Evaluate program

Project ontcomes and deliverables:

1. Between 1,000 and 1,250 Arkansans attending 20 to 25 retirement education cvents
leading to a greater understanding by our target demographic group of the investment
subjects covered in the sessions atiended.

2. Increased Fayetteville Public Library resources providing Arkansans with access to
permanent, impartial, non-commercial retirement investment education material.

3. Increased capacity for the Fayetteville Public Library to continue parts of this program
inexpensively.

4. Garrison Financial Institute will act as a resource for communities in Arkansas seeking
to replicate the “How Can I Afford Retirement Program™ at their public libraries.

5. If applicable, the Garrison Financial Institute and the Fayetteviile Public Library can
make suggestions for improving the program.

Replication and Sustainability:

This proposal seeks to replicate the “How Can I Afford Retirement” program developed by the
Investor Protection Trust Foundation in parinership with the Boston Public Library. If the
“How Can I Afford Retirement” programn is successful in Northwest Arkansas, it is possible
that it may be replicated in other parts of the state.

This program will be sustainable through the Fayetteville Public Library due to their
commitment to maintaining a well funded and staffed reference section and providing
programs for adult learners. Based on the well-documented need in Northwest Arkansas for
impartial, non-commercial, retirement advice and mission of the Garrison Financial Institute to
provide investor education to the citizens of Arkansas, the “How Can I Afford Retirement” is
likely be in existence for many years in the future.

Page 7
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Objective performance evaluation measures:

The success of this program will be measured as follows:

1, Fayetteviile Public Library and the Garrison Financial Institute will provide between 20-25
investor education sessions to batween 1000 and 1250 people over two years

Participants will be given a survey after cach session, and these will be analyzed to
measure the effectiveness of the sessions.

Production of effective advertising materials and website.

Successful recruitment of speakers.

Successful training and deployment of facilitators.

Evaluation of speakers and facilitators of their project experience.

Evaluation of the “How Can I Afford Refirement” material and program by the
Fayetteville Public Library and the Garrison Financial Institute.

Notaw 0

Alternative/additional {funding available to the projeet:

The University of Arkansas through the Garrison Financial Institute at the will contribute
$49,839 in year one and $44,966 in year two for a total of $94,805 over two years.

In-kind and non-financial contributions/resources available to the project:

The in-kind and non-financial resources available to this project through the Sam M., Walton
School of Business and the Garrison Financial Institute are considerable. Through the Walton
College, we have access to marketing and technology professionals who will assist us with
producing and deploying our marketing materials and website. In addition the Director of
Communications at the Walton College will write press releases about these events fo promote
media coverage, The Garrison Financial Institute has a full-time staff of three, including two
Charlered Financial Analysts who can serve as facilitators or speakers as needed. Tn addition,
the Finance Department at the Walfon College has a faculty of 17 professors, who can be
called upon to be speakers. The Garrison Financial Institute also has an advisory board
consisting of 25 financial industry professionals. Many of these board members have all ready
expressed their interest in participating in the “How Can I Afford Retirement™  program ag
speakers, facilitators and volunteers. KUAF 91.3 FM, the local National Public Radio
affiliate, is located at the Fayeiteville Campus of the University of Arkansas, and will provide
repeated public service announcements ahout the program to its listeners.

ualifications of Organization, Project Principal or Project Team:
J P ]

Wayne Y. Lee, Professor of Finance, is the Executive Director of the Garrison Financial
Institute at the Walton College of Business. He also holds the Garrison Chair in Finance and
the Alice Walton Chair. Dr. Lee has a BSME from De La Salle College, and MBA from Santa
Clara Universily, and a PhD from University of California, Los Angeles. Professor Lee has
published articles in leading journals of finance including Journal of Finance, Journal of
Financial Economics, Journal of Financial and Quantitative Analysis, Journal of Economic
Theory, and many other prominent academic finance joumals.

Craig G. Rennie, Associate Professor of Finance, holds the Clete and Tammy Brewer Chair in
Finance at the Walton College of Business. Dr. Rennie has a B.A. from the University of
Torante, an MBA from Dalhiousie University, and a PhD from the University of Oregon. He
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has published articles in the Jowrnal of Business, The Financial Review, and The Journal of
Financial Research. Dr. Rennie teaches a course in portfolic management, and has taught a
course on investing for high school students attending a summer program for gifted and
talented students at the University of Arkansas,

Rochelle Costrell is the Associate Director of the Garrison Financial Institute at the Walton
College of Business. She holds a BA from York University, and an MBA from the University
of Massachusetts, As a Vice President at State Street Corporation in Boston, Rochelle spent
10 years in the area of structured finance. She held a management position at the public
accounting firm of Deloitte & Touche, and worked as an Investment Analyst at Liberty Mutual
Insurance Company, were she participated in the management of a $7 billion fixed-income
portfolio.

Sergio Santamaria is a Research Analyst at the Garrison Financial Institute. Mr. Santamaria
holds BSBA degrees from the University Carlos TII of Madrid in Business and Finance, an
MBA from the University of Arkansas, and is a member of the Market Technician
Association. He holds a Series 65 securities ficense, and is a Chartered Financial Analyst, His
professional experience includes working as an investrent analyst and co-manager for the $11
million Dickson Street Hedge Fund.

Ventsislay Stamenov is a Research Analyst at the Garrison Financial Institute. Mr. Stamenov
holds BA and MA degrees from the University of Nationa! and World Economy, Bulgaria, an
MBA from the University of Arkansas, and is a member of the Market Techaician
Association, He holds a Series 65 securities license, and is a Chartered Financial Analyst, His
professional experience includes working as an investment analyst and co-manager for the $11
million Dickson Street Hedge Fund.

Michele Raine is the Manager of Reference and Adult Services at the Fayetteville Public
Library. Ms Raine holds a Master of Libraty and Information Science Degree from the
University of Oklahoma, and Master of Arts in American Culture Studies, from Bowling
Green University, and a Bachelor of Science in Communication from the University of Tulsa.
Previously, Ms Raine worked for the Tulsa County Library System where over an eight-vear
period she designed and delivered information services as a reference librarian, provided
public services in a varicty of branch libraries throughout the system, and provided leadership
as branch manager by developing service goals and creating a budget that allowed the library
to meel its goals.

Demonstration of support from the appropriate State Securities Administrator:

Intentionally left blank to leave space for a one-page letter from the Arkansas Securities
Department. .

Limit of 10 pages for this part of the application.

Other Pertinent Information:
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Attachments A — F: Please refer to the Grant Proposal Guidelines for specific information on
the required attachments,
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- AARP Foundation Grant
IPT Campaign for Wise and Safe Investing

Reallocated $10K Grant Application

Date September 30, 2008
State Office  Arkansas
Contact Person and Telephone: Susan Kuehner 501-217-1625.

Please share in two or more paragraphs how your state office intends to use the
$10,000 Investor Protection Grant.

AARP Arkansas is sponsgring joint public forums called, “Protecting Arkansas Seniors.
Six events are scheduled in Q4 of 2008 in target [ocattons around the state. (A list of
event dates and locations appears below)

To better inform residents about how to protect their money from fraud, we have joined
with other co-sponsors which share this goal. The state banking, insurance, and
securities commissions plus the state attorney general and AARP Arkansas are making
presentations during the half-day forums. Local opinion leaders in the commiunity $uch
as elected officials will be briefed on the topics at a one to two hour session before each
public forum. The Investor Protection Tiust efforts and resources will be discussed at
each forum and opinion leader event. [nvestor Protection Trust educational material will
bé shared with forum participants. The media will be invited to cover and report on
each event, and a news release describing each forum will be provided to local media.

Event Dates and Locatlons

Tuesday, October 75 at the Jones Center in Sprmgdale

" Monday, October 13‘ at the Coronado Center in Hot Springs Village

Thursday, October 23 at the First Baptist Church in Mountain Home

Thursday, November 6" at St. Bernard’s Auditorium in Jonesboro

Thursday, November 13‘ at University of Arkansas Community College-at Hope
Monday, November- 47t at the University of Arkansas at Monticello




Agenda and Speakers.

8:30 Registration
9:00  Welcome/Opening Remarks
9:30 Bank Safety and Soundness (Commissioner Gandace Franks —
- Arkansas Bank Commission) .
8:50 Consumer Alerts (Deputy Attorney General Jamés DePriest)
10:20 Break _
10:40 Securities Fraud (Commissioner A. Heath Abshure - Arkansas
Securities Commission) *
11:00 Payday Lending (Hank Kiein, AARP Lead Volunteer, Financial
Security) N . o
11:20  ‘Senior Insurance Issues (Commissioner Julie Bowman, Melissa Simpson, or
Dan Honey - Arkansas [nsurance Department)
11:50  Lunch
12:20 Medicare Fraud (John Pollett - Department of Human Services)
12:40 Meet your government officials and AARP officials
Fraud Bingo

IPT Activity Expenses

Expenditure - Amount
Staff Travel (T&S) ] _1600.00
S = - )

External Meeting Expenses _

External Meeting & Conventions

Campaign Product Consulting | . 1800.00
(partner dinner) ' |
‘Miscellaneous (atfendee lunches) | 6600.00

Printing

TV/Print Media

Agency Fees

Audio Visual

Research

Volunteer Travel

VOIUntééf’Méalé "

Total Amount | ~$10,000



Best Practices
From

The Campaign for Wise and Safe Investing”

FOUNDATION

Overview

in 2008, the AARP Foundation, the Investor Protection Trust, and 35 States
teamed up to create The Campaign for Wise and Safe Investing™, a national
and state-level parinership between AARP state offices and their local state
securities regulators. Together, 27 AARP state offices and their respective State
Securities Regulators have done an excellent job at the State and local level of
implementing a variety of tactics to increase awareness of fraudulent practices
and educate maturing investors; a prime target for dishonest players in the
market. Since its inception, the partnership has conservatively trained nearly 250
volunteer speakers, sponsored almost 500 events that were attended by more
than 26,000 people, and raised the awareness of hundreds of thousands of
investors through numerous media activities. Listed below are select highlights
of this work and a sample of tactics used to raise awareness and educate older
adults about investment protection.

Nedia

By utilizing the vast audiences that tune-in, read and or watch mass media, the
Campaign has been able to successfully deliver information and resources to
hundreds of thousands of investors. Examples include using print (stand alone
materials and publications), electronic (paid and earned media; radio and
television), internet sites, and video.

“The Lure of Money," a video jointly produced by AARP's Financial Security team
and the Investor Protection Trust is one such example. The video was distributed
to 34 Securities Reguiators and to all AARP State Offices.

The video won three Communicators Awards; for Education, Training, and
Writing. It was made available through a very successful on-line and internal
marketing campaign, and featured e-enactments of fraud, real person stories of
being victimized and investor guidance. It has been used for educational events,
incorporated into local public broadcasting programming, as a highlighted
presentation at the 2007 AARP Life @ 50 member event, at the Securities and

Best Practices
The Campaign for Wise and Safe Investing
1
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Exchange Commission’s (SEC) 2007 Senior Fraud Summit, and promoted in
AARP’s Money&Work e-newsletter reaching more than two million members.

The use of print and broadcast radio media to educate and inform also worked
well for states like Wyoming, West Virginia, Georgia and Tennessee, among
others.

In Wyoming, more than 130,000 subscribers of the Wyoming Sage were
educated on investment scams through two, in-depth arlicles. This publication
was also inserted into multiple Wyoming daily and weekly papers on a quarterly
pasis thus increasing its outreach impact. Wyoming was also able o effectively
utilize media by pitching and ptacing Wyoming-specific radio PSAs. The PSAs
were picked up by 31 radio stations and played twice, if not more frequently. To
further compliment their media campaign, the Wyoming team used paid
advertising in the Wyoming Business Report to promote Wise and Safe Investing
messages for a year reaching approximately 25,500 business people per issue.

The West Virginia team also used targeted newspaper adveriisements to
effectively reach African American investors. It purchased a half page ad in the
special Martin Luther King, Jr. edition of West Virginia's only African American
newspaper, The Beacon Digest, highlighting an investor protection message and
reaching 35,000 readers. Additionally, the West Virginia team used a national
event in conjunction with radio spots to raise awareness. The team conducted a
variety of educational events in observance of National Consumer Protection
Week related to investor protection and ran 850, thirty-second radio spots
featuring investor protection messages. The spots were broadcast on 47 affiliates
of the West Virginia MetroNews Statewide Radio Network reaching over one
million West Virginians.

In Georgia, the team also successfully utilized the radio airways by participating
in on-air interviews on WJTH's "Reggie Gay Gospel Show" for nineteen weeks.
During the interviews the team promoted the availability of its 50 Fraud Fighter
speakers to give free presentations on how to avoid becoming a victim of
investment fraud. The show has a listenership of more than 40,000 people
weekly.

Tennessee married two approaches and created a radio and web advertising
campaign called the Investor Education Minute. Advertisements were broadcast
on 81 radio stations across the state for 12 weeks. The project targeted and
reached an estimated 604,000 Tennesseans 50+, as well as 1,304, 400 listeners
18+ with a rotation of 24 advertisements.

Best Practices
The Campaign for Wise and Safe Investing
2



fn addition to being broadcast to the 75-station Tennessee Radio Network, and
four radio stations targeting African Americans, the Investor Minutes were
tfranslated into Spanish and broadcast on two Hispanic stations reaching
approximately 22,400 listeners over a twelve week period.

The teams have also worked hard in reaching online investors as evidenced by
the promotional effort in Michigan where the feam has successfully used
electronic media as a way to reach internet savvy consumers. They posted
upcoming investment fraud seminars fo be held at public libraries on the AARP
Michigan website. Tennessee also created a website, www.investorin.com., to
educate and inform electronically. The website lists among other things in audio
and text form the aforementioned Investor Minutes.

Events and Parinerships

More than 500 successful investment fraud events were conducted by the teams
across the country. Typically, these events sought creative ways to educate
attendees about wise and safe investing, alert investors to potential financial
frauds and market place abuses, and guide them on when, where, and how to
seek help. Parinerships with local and national organizations became a valuable
and successful way to reach additional investors the team may not have had
access to traditionally. Traditional events included the AARP state office and the
state securities regulator presenting forums across the state. These forums also
typically feature a key note speaker and panel! discussions with topics such as,
“Investments: What You Need to Know,” and “Avoiding Investment Fraud.”

The events targeted special populations as well. For example, AARP Alaska
conducted outreach to 1,135 native Alaskans to educate them on how fo better
manage financial decision making when saving for retirement, and increase
awareness of financial frauds and marketplace abuses that can erode retirement
security.

While most of the events were held during the daytime to take advantage of
retired older adults, the team in Texas took a different approach—it held its
“‘Investigate Before You Invest” seminars in the evening across the state. With
as many as 80 investors attending the events, the seminars were planned and
conducted with the intent of providing interested consumers with information on
financial planning and investing wisely. Specific topics included: "An Introduction
to Financial Planning and Investing”; "How to Protect Yourself from Investment
Fraud", and "The Basics—-Stockbrokers, Invesiment Advisers and Arbitration.”

Best Practices
The Campaign for Wise and Safe Investing
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The Pennsylvania team conducted a two-day initiative to educate investors on
how to make smart investment decisions. The first event entitled, "Money
Matters 2007: Taking Charge of Your Financial Future” reached 550 investors
and was held on October 17. Keynote speakers Pam Krueger and Jack
Gallagher, co-hosts of the IPT funded "MoneyTrack” national public television
program, opened the session by encouraging the audience to invest wisely and
protect their investments from scam artists. The second event "Money Matters:
Protecting Your Retirement” was held on October 20 and reached 150 investors.
The event featured presentations from AARP Pennsylvania, the Securities
Commission, and “MoneyTrack” program. The event was also highlighted by the
attendance of Ruth Mitchell, a fraud victim that shared her story of being
defrauded of more than $100,000 by a close family friend.

In West Virginia, the team with the aid of volunteers worked with nearly 85 places
of worship across the state to distribute over 14,000 bulletin inserts during
Consumer Protection Sunday. The team also sponsored an "Information Fair” at
a local mall where AARP volunteers and partners distributed consumer
protection information related to investor protection to over 200 investors.

The Wisconsin team used the popular Lunch and Learn investor protection series
to attract and engage media. Through direct outreach, the series informed 200
people about free lunch tactics; however, when team members spoke on-air to
the ABC affiliate WKOW about the practice, more than 866,000 viewers or
369,220 households were informed.

Montana utilized local and state relationships with Faith in Action, SCORE and
the Area IX Agency on Aging to plan and conduct 8 events across the state
reaching 180 investors. The aitendees were pleased with the training and took
materials to share with family, friends and neighbors. Given Montana's rural
landscape, this is an important and effective way to educate and disfribute
information.

The New York team in conjunction with the New York State Attorney General,
and the Evelyn Brust Foundation sponsored three events at community colleges
which were designed to provide valuable information to AARP members on wise
and safe investing. The Brust Foundation provided prescreened volunteer
certified financial planners. The three events reached approximately 450 people.

New Hampshire debuted a new model for forums by partnering with the Financial
Industry Regulatory Authority (FINRA, formerly NASD) and the SEC to conduct
its Safe Investing Forum. The room was filled to capacity, with over a hundred
and twenty investors in attendance. Opening remarks were given by an AARP
Group Executive Officer, as well as a representative from the NH Bureau of
Securities Regulation, and SEC. The Office of Investor Education and FINRA
participated in the panel, “Investments: What You Need to Know”. In addition,

Best Practices
The Campaign for Wise and Safe Investing
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AARP Financial Security national staff facilitated an investor protection panel that
included the NH Bureau of Securities Regulation and the SEC Division of
Enforcement and used segments of The Lure of Money video.

Fraud Fighter

in addition to events and media, volunteers have been and remain a vital and
necessary force in helping the Campaign achieve its goals. They are a strong
and committed group; often proactively scheduling new presentations or
responding to incoming requests. The two examples noted below, show how the
team has used a special group of volunteers, Fraud Fighters, to support the
campaign’s outreach efforts.

Indiana, much like other states utilized its army of Fraud Fighters to conduct 21
events educating 603 investors within communities throughout the state. To
further strengthen their outreach the team engaged a television reporter who
recorded a presentation given to African-American church members.

Through its hundreds of events, media activities, and the efforts of committed
staff and volunteers, the Campaign for Wise and Safe Investing™ has been a
successful national and state-level effort with many Best Practices. The
partnership between AARP state offices and their local state securities regulators
continues to be an effective way to educate mature investors about how to
recognize and prevent investment fraud. With the continued deployment of
unique outreach tactics and fraud awareness seminars, the AARP Foundation
and the Investor Protection Trust look forward to the opportunity to raise
awareness and educate investors in 2008.

For additional information regarding the Campaign for Wise and Safe
Investing™, please contact:

Don Blandin Kelley Coates-Carter Patricia D. Shannon
President and CEO Manager, Financial Security Vice President and Chief
Investor Protection Trust AARP Financial Officer

IPT, Suite 300 601 E Strest NW AARP Foundation

919 Eighteenth Street NW Washington, DC 20049 601 E Street NW
Washington, DC 20006-5517  202-434-2061 Washington, DC 20048
202-775-2112 kccarter@aarp.org 202-434-3398
blandin@investorprotection.org  www.aarp.orgfmoney {shannon@aarp.org
www.investorprotection.org WWW.aarp.org

Best Practices
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