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year, he may suggest - without flinching - that you will be adequately insured by a
$3 million life insurance policy. After all, you will need to provide income for your
family for the next 20 years, college educations for your children, the payoff of
your mortgage and a comfortable retirement for your spouse.

He knows that it is unlikely that you will take a life insurance policy that large, but
it's an excellent starting point — for him. After all, if he suggests $3 million but
walks out of your house with an application for a $1 million policy, he wins. That's
because he knew going in the door that you probably only wanted a policy for a
couple hundred thousand dollars.

And you'd probably be right. After all, if you have other investments and your
spouse is also well-employed, you will only need a fraction of the life insurance
coverage that the agent will suggest. Most often, life insurance is only needed to
settle final arrangements, medical bills, outstanding debts and maybe a few years
of living expenses. Providing for your loved ones to live in luxury for the rest of
their lives is an expensive you can't afford, nor need.

3. He'd Rather Sell You an Annuity Than an Insurance Policy

An agent will make a lot more money selling you an annuity than a life insurance
policy. She might make only a few hundred dollars on the first year of a whole life
insurance policy and progressively less each year after that. On a term life
insurance policy, she'll make even less. On an annuity however, she can earn
thousands of dollars in the first year, and more after that.

‘Whole Life Isn't a Good Investment -- Or Even Good Insurance

We're Already in a Bear Market; You Just
Don't Realize It Yet

by Dai
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illegal or not, it was certainly dishonorable. The people who bought these policies bought them '~ | 2|
because they trusted MetLife to pay their beneficiaries when they died.”

Two other large insurers, Prudential and John Hancock, a unit of Manulife Financial, have

already reached similar agreements with state insurance regulators who are working as a When ii's on your mind, it's on eBay?

group. State officials said the amount of money to be paid out by the three companies was
expected to exceed $1 billion but would be paid out over a number of years.

New York State has been pursuing unpaid life policies independent of other states. Separately
on Monday, state officials said they had retrieved $262 million from 172 life insurers,
including MetLife, and sent it to the beneficiaries, who had generally not known which carrier

issued their relatives’ policies, or even been aware that a policy existed at all.

New York's figure includes payments to more than 32,000 people nationwide. New York BBl loow sy dﬁ
officials did not report how much of the total $262 million came from MetLife.

“The department gets frequent calls from people who say, ‘I know my parents were insured, Today's Headlines Daily E-Mail

but T can't locate the policy and T don't know which insurance company issued the policy, * Bimes| Sion Up or a roundup ofthe day’s top storis, sent every
said Benjamin M. Lavsky, the superintendent of the New York State Department of Financial &= [
Services, which regulates insurance and banking. “There is simply no reason why insurance See Sample | Priacy Polcy

companies shouldn't be scrubbing their policy lists,” looking for matches with the Social
Security Administration’s master death index. Health & Fitness Tools

BMI Calculator
“Running these computer matches isn't much of a burden, and the benefits to consumers are m Whata yourseor? »

signifieant ” Mr T awsly said
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Significant,” Mr. Lawsky said. w
Contractual language in the life policies says the survivor, or a representative, must file a claim

to receive the payment. State insurance regulators said MetLife and the other companies made
the case that they had not broken any laws by failing to seek out the survivors, but could have

that otherwise would have remained in MetLife’s coffers,” Dave Jones, California’s insurance
commissioner, said in a statement Monday.

Mr. Calagna said that all of the policies at issue in the multistate settlement were a special type,
called industrial life insurance, which was usually sold door-to-door in the early years of the
last century. The salesmen went back over their routes every month to collect premiums. The
face value of the policies was small in today’s dollars, he said, no more than $1,000. MetLife
stopped selling that type of insurance entirely in 1964.

In 1982, Mr. Calagna said, MetLife declared all of its industrial life policies to be fully paid up,
and stopped collecting any more premiums. He said that was why MetLife had lost contact

WOST EAILED WosT viewep
done more than they did.

They stressed that insurers had generally checked the Social Security death index regularly to

see whether other customers, who bought annuities, had died. In that case, the insurers ¢

stopped sending payments.

“It is expected that millions of dollars more per year will be put into the hands of beneficiaries o to Complte Lis » Show Wy Recommendatons

with so many of those policyholders. He said the company had tried, as early asthe 19805, to | ALSONTHEATER,
get back in touch with the policyholders, but many had moved and could not be found. e e s -

i Eor on page. 2 || @meme
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Because many of the people who bought industrial life policies did so before the Social
Security program was created, in 1935, no Social Security number was ever written on their
policy and the master death index was not a good place to find out whether any of them had ADVERTISEMENTS
died. Mr. Calagna said that in the last few years, MetLife had been trying to cross-check the
master death index with that block of policies once a year. The settlement calls for it to make PPN .. .. e Ticket o Exers thing Theater
those cross-checks once a month. /theater

nytimes.com THEATER

In the past, MetLife used an assumption that the policyholders had died by the time they
turned 99. But the new settlement requires it to assume people have died by the time they turn
90, and start looking for the policyholders or their survivors. If MetLife finds policyholders | ‘ O IT'S JUST THE TICKET
who have lived past the age of 90, it will offer them the cash value of the policy immediately. If FOR EVERYTHING THEATER
it cannot find any heirs, it will send the money to the state where the policyholder lived as
unclaimed property.

nytimes.com/theater
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Largest Life & Annuity Insurers' Profits Drop 84
Percent
17 Insurers Lead Industry Decine

DIY Improvement

OFFICER

Linco

Financial Gi

~ JUPITER, FL, May 23, 2012 (MARKETWIRE via COMTEX) —
NS Profits of the nation's 20 largest life and annuity insurers
ma rketh [@ dectined 84 percent, from $14.8 bilon to $2.4 bilion,
according to a review of year-end 2011 data by Weiss
Ratings, a leading independent rating agency of U.S.
insurance companies and financial institutions.

Life. Income. Retirement.
Group Benefits. Advice. You're In Chare

The 20 largest insurers make up 54 percent of the industry's assets but brought in only 12.8 Most Popular
percent of its net income in 2011. Overall the industry earned $18.6 billion, down 38.2 percent

from $30.1 billion in 2010. PAUL B. FARRELL

How Facebook could destroy

While 17 of the 20 insurers had substantial declines, three reported improved financial U.S. economy

performance in 2011. Hartford Life Insurance Company, a unit of Hartford Financial Services :
2 .

Group (HIG), with a Weiss Financial Strength Rating of C (“Fair”), reported a 50 percent :::f::"k s Zuckerberg, Thie

increase in earnings, from $122.5 million to $184.2 million during the same period. Axa

Equitable Life Insurance, a unit of Axa Financial, Inc. (AXAHY), with a rating of C+ (Fair"),

turned around a loss of $510 million in 2010, earning a profit of $967 milion last year. Teachers REXNUTTING

Insurance and Annuity Association of America, rated A+ ("Excellent"), saw profits jump from Obama spending binge neve

9
$1.4 billion in 2010 to $2.4 billion in 2011, a 71 percent increase. e | happened
Among the 20 largest insurers, those reporting the greatest declines were: - JON FRIEDMAN'S MEDIA WEB
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Life insurance agents like to sell whole life insurance as the best of both worlds —
an investment program with life insurance coverage. In truth, it doesn't do either
particularly well. The insurance benefit will be limited because the premiums are
high. And since so much of the premium goes to pay for investment fees and the
life insurance coverage, there is relatively little left over for investment within the
plan.

5. The Cash Value of Whole Life Won't Benefit You for Years

Life insurance agents like to hawk the virtues of the cash value build-up in a whole
life insurance policy. This is another myth. As a rule, it will take at least five years
before you will have a cash value that is equivalent to the amount of money you
paid in premiums into the policy. And maybe not even then.

6. "Buy Term and Invest the Difference" Really Is a Better Strategy

There is probably no slogan confronted by life insurance agents that is more
irritating to them than this one. And that's because the slogan is true.

Since term insurance is so much less expensive than whole life, you can buy a lot
more of it -— in fact a more reasonable amount for your needs. And the investment
performance of mutual funds — particularly index funds —- dramatically
outperforms that of any insurance related investment vehicle.

Even if the combination of term life insurance and investment in a mutual fund is
10 less expensive than a whole life insurance premium, the money you will
accumulate in the mutual fund - and the speed at which you will do it — make it a

far superior investment to a whole life insurance policy. And you'll have a whole lot

more life insurance coverage along the way.
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The remaining 768 insurers covered in the study enjoyed a 6.3 percent increase in net income
during 2011, earning $16.3 billion compared to $15.3 billion in 2010. These insurers now
represent 87 percent of the industry's total net income compared to only 51 percent one year
ago.

Gavin Magor, senior financial analyst at Weiss Ratings, commented: "Although these declines
are dramatic, they do not put the companies at risk of failure. Much of the decline is attributable
to the companies paying out more annuity withdrawal benefits and adding to reserves at a time
when contract holders are taking increasingly greater advantage of such benefits."”

To view the strongest and weakest life insurers, visit www.weissratings.comlifelists . The.
strongest and weakest annuity insurers can be found at www.weissratings.com/annuitylists

About Weiss Ratings

Weiss Ratings, the nation's leading independent provider of bank, credit union and insurance

company financial strength ratings and sovereign debt ratings, accepts no payments for its

ratings from rated institutions. It also distributes independent investment ratings on the shares of

thousands of publicly traded companies, mutual funds, closed-end funds and ETFs.
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AIG Name No Longer Mud to Consumers
Shopping for Life Insurance
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AIG's name is no longer mud
Under a pilot project launched last year, the life-insurance unit at American International Group
found it got better results selling coverage under the AIG brand than it did using a name that
didn't indicate an affiliation with the bailed-out company, a senior executive said.

AIG is now expanding the effort to sell life insurance directly to consumers by directing them to
a website called AlG Direct, said Jay Wintrob, the head of AIG's life-insurance unit,
SunAmerica Financial Group.

“We had higher response and sel-through rates using the AIG name,” he said at a conference
in New York on Wednesday. “So we've expanded our AIG Direct lead-generation efforts.”

The results of the pilot project show the AIG brand has greatly improved since the depths of the About Deal Journal

financial crisis, when its $130 billion bailout prompted criticism far and wide, from the halls of

Congress to the faux newscast on “Saturday Night Live,” prompting AlG's then-chief executive,

Edward Liddy, to declare the AIG name “so thoroughly wounded and disgraced” that it would _'_I
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probably need to be changed.

Amid the furor, the company retooled marketing efforts, removed the AIG logo from identity
badges and even renamed entire units of the company in an attempt to limit the damage from
its massive government rescue. AIG has now repaid the bulk of the bailout, but remains
majority-owned by the U.S. government for now.

The pilot program involved advertisements for AIG Direct, which currently tells potential
customers they can get “the protection your family needs from AIG, a world leader in
insurance.” AlG Direct is a marketing division of a unit called Matrix Direct, which sells term life
insurance directly over the Internet from carriers including AIG's American General Life Cos.
and ING Groep NV's (ING) ReliaStar Life Insurance Co.

The improved sales using the AIG Direct brand were in contrast to results when the coverage
was sold through Matrix Direct, Wintrob said.

Wintrob also said AIG's SunAmerica is poised to expand sales of variable annuities through a
variety of channels. Rivals including MetLife have retooled their variable annuty offerings in
recent months to make them less generous, while Hartford Financial Services Group Inc. (HIG)
exited the business altogether.

“We have the capacity, distribution capabiliy, risk controls and financial discipline to capitalize
on the growing demand in this market as some of our competitors pull back,” Wintrob said.
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4 Life Insurance Policies You Should
Never Buy
8y NEAL FRANKLE

July 12,2012
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Despite the title of this post, I am a huge fan of life insurance.
In fact, if it weren't for term life insurance, I never would have
been able to go to college and have a career as a financial
adviser. (My father compared term life vs whole life and bought
a small term life policy two months before he passed away
unexpectedly at age 44. That life insurance served as an
important safety net for me and my siblings.)

Nobody knows when their number is up, of course. But
regardless, there are two kinds of people who simply must own
life insurance:

A. If you have a large enough estate to be subject to estate
tax. (This doesn't affect many people.)

B. If other people would be financially devastated if you died
prematurely.

While the first condition doesn't apply to many people, the
second condition applies to most of us. If others rely on you, T
strongly encourage you to buy term life to fulfill your
responsibilities. Having said that, I want to point out that there
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are many other kinds of life insurance that you should never
buy. Let’s look at four that simply don’t make sense.

1. Guaranteed issue. Guaranteed issue life insurance is
peddled on late-night television. You've probably seen the ads.
The major selling point is that i you apply, you can't be tuned
down. On the face of it, it might seem like a no-brainer. But
there is actually far less to this policy than meets the eye.

First, if you do purchase such a life insurance policy and die
within two years, most policies call for the company to simply
return the premium you paid. That means if you are very ill and
don't expect to live a long time, this might be just a waste of
energy. Also, the death benefits are very low and the premiums
are expensive.

If you absolutely need life insurance, can't get coverage
elsewhere, and think you have a chance to live beyond the
exclusion period (check with your carrier), you may have no
choice but to purchase a guaranteed issue policy. But please
check into other alternatives, like senior term life insurance,
first.

2. Life insurance for children. In general, life insurance for
kids is a huge waste of money. That's because (thankfully)
most children are born healthy and live a very long time. And
since children don't have any income, you don't really have any
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reason to insure their lives, as cold as that may seem. Just
because you don't buy insurance doesn’t mean you don't love
your children. It means you are smart enough to put that
money to better use-like saving for a college education.

3. Travel/accident insurance. This coverage is very cheap for
good reason. Most people arrive at their destinations safely,
and very few get into terrible accidents. And what does it
matter how you die, by the way? Why would your family need
more life insurance just because you died in an accident rather
than from an illness? I know this sounds crass, but this
insurance makes no sense. Rather than throw your money away
on these policies, have an extra-large, fresh-squeezed orange
juice at the bar while you are waiting for your flight. You'll live
longer.

4. Whole life/universal life. Life insurance is a tool, not an
investment. With whole life/universal life insurance, you will
pay a higher premium with the promise that the company will
take those extra dollars and invest them for you. The problem
is that this type of insurance Is very expensive. The
investments don't grow because the expenses eat up your
interest.
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NEW YORK -- American International Group will pay more than $300 million to
settle dispute with states over life-insurance payments that go unclaimed, according to
California's finance office.

In one agreement over unclaimed property, AIG will pay an estimated $300 million owed
on life-insurance claims, according to Jacob Roper, a spokesman for California State
Controller's office. That payment will be divided among 39 states and the District of
Columbia.

California's share will be between $25 million and $30 million.

In a separate settlement announced Monday, AIG agreed to pay $11 million to insurance
regulators.

AIG joins a roster of insurance companies that have pledged to change the way they
handle life-insurance claims. Last week, Nationwide agreed to pay $7.2 million in a
similar settlement with state insurance regulators. MetLife and Prudential have made
similar arrangements.

A call to AIG's spokesman Jim Ankner was not immediately returned.

Kevin McCarty, Florida's insurance commissioner, who heads up a multi-state task force,
praised the agreement with AIG in a statement.

"We are pleased that AIG has signed this agreement, and pledged to fix ts practices to
appropriately identify deserving beneficiaries,” McCarty said. "Momentum is building

A W

FOLLOW US.

_flEe L] [=]

MOST POPULAR ON HUFFPOST q10i2)|

[« Shamel | LoUISIaNa Woman Set On Fire,
X St Has Car Defiled With "KKK®
Louisian | Slur
— B3 Recommend - 16k

WATCH LIVE: Presidential
x| Presidel

o' Debate Live Streaming Online
Live E ke | 1k
%I Ann Coulter Uses Slur Against
Couter | Obama
B ke (19K
POLL: Who Won The Debate?
x| Who
Won B ke | 4k
The
LIVE UPDATES: Obama,
X| Presider

Deeme' Romney Face OffIn Final
lve  Presidential Debate

=

i Done

'Start| @ Google News - Wind... || & AIG Settles Life Ins... ] Template for Scree,

[T

[Fa - [®izn ~





image116.png
huffingtonpost.com

Ele Edt View Favortes Toos Help

S Favortes
‘within the industry to change their practices, pay beneficiaries, and reach agreements =

with the appropriate regulatory jurisdictions to resolve issues surrounding past practices.” ] Obama | W Also Have Fewer Horses
Soome, And Bayonets

Horses | [ Like <21k

AIG, based in New York City, said the $11 million will help pay for state insurance

agencies' monitoring costs.
Instant Polls Show Strong

X/ Presider Showi For Ob:
. The agreements require the insurance Debae | Showing For Obama

Sponsored Links Polls Bl %
PR Yo o Toress e companies to check their nsurance files

[As Seen On TV. Green Coffee For Weight against data on deaths collected by the o :

Loss Social Security Administration. If a %/ Auumn | BOdY Of Missing N.J. Girl

ConsumerHealthChoices beneficiary can't be located. h Pasquel | Believed Found

eneficiary can't be located, the Missing | [E3 Recommend |/ 3k
Are Annuities "Safe"? insurance companies are supposed to

— Don't Buy Any Annuity Until You Watch This
Special Video Report! Jay-Z & Beyonce Lose 'Blue
SenorAnnuityAlert com states. X[ J2¥2%% | yvt To The City Of Boston

i ke (247

hand the unclaimed money over to the

™ = Mom Makes §72/Hr Online The state regulators started their joint
= &5 Ann Arbor: She Makes S7,487/Month From N et .
¥, Home. You Won't Believe How. investigation in early 2011 amid

i Galyconsumerposts com allegations that insurers had held back e e A )
Buy alink here:

life-insurance payments due when the 4

person who took out the policy died. ) )
Jamie Lee Curtis

The states leading the investigation are California, Florida, Illinois, New Hampshire, Le  Liestrong

North Dakota and Pennsylvania, though others are involved.

_ *t ieasm
1Get A Round ... About
Le 5

i oone = @ ntemet - (R -

#Start| | @ AIG Settles Life Ins... /] Template for Scree. « By 6520





image9.png
a
Google News ®| 9 Secrets Your Life Insuranc.. % ‘ ‘ {0y 5 05

(72
g :)C:) | htp://www dailyfinance.com/2014/11/21/9secrets-your-life-insurance-agent-wants-to-hide-from-you/ - ¢
File

Favorites Tools Help

Retirement .
Calculators 7. We Don't Know About the Value of Long-term Care Insurance
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From a consumer standpoint, there are two fundamental problems with long-term
care insurance coverage:

« It's very expensive.
« It's not certain that you will ever need it.

Since people are living longer than ever, making a provision for long-term care has
become a hot topic. Insurance agents know this, and they're exploiting the fear.

Emotions aside, most people don't need long-term care. And even if they o, it's
often for a short period just before death. If there are other assets available,
particularly retirement assets or a home with substantial equity, long-term care
insurance with my be unnecessary.

And if it isn't ever needed, you will have spent tens of thousands of dollars over
many decades funding an insurance policy that was never necessary. This is an
important consideration when there are so many other priorities in your
household budget.

Long-term care insurance is relatively new coverage, and it's not at all certain that

it will survive the test of time. Some insurance companies have withdrawn long-
term care insurance coverage due to the inability to predict future medical costs or

the longevity of their clients.
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Regulators question $1.6B MetLife annuity charge
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By Leslie Scism

MetLife Inc. MET -0.87% said its $1.6 billon "impairment" charge to reduce the value of annity
operations recorded on its balance sheet stems partly from probes by New York and other state
requlators into whether instrers are potentially masking their financial heath through dealings
with related companies

Itis the first indication that regulators' concerns, which have been previously reported, may be
having an effect on how the industry operates

MetLife, which is one of the biggest sellers of annities, has been trying to reduce sales of
certain types of the products, which are tax-advartaged refirement-savings veficles, while
aiming to ramp up sales of more-basic life-insurance policies. Those life-insurance efforts
include a pilot project to sell small term-life policies throuigh Wal-Mart Stores Inc. (WMT) in a
couple of states

MetLife said its fourth-quarter sales of "variable" annities are running "meaningfully below” the
third quarter, which themselves represented a 46% decline from the same period a year earlier.
Variable annuities allow buyers to invest in stock and bond funds and typically include a
quarantee of lifetime incore, even if the funds tank

i

A Metlife executive said in an earnings conference call with analysts and investors Thursday
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that the company's use of related ertities as part of its claims-resenving structure for various
products is proper and "conservatively” run

But the company said the reguiatory investigations play into how insurers' businesses are valued
i the marketplace, and stch valuations are taken into account when assessing how businesses
are valued on a company's balance sheet

MetLife, the nation's biggest life insurer by assets, swung to a third-quarter loss as it recorded a
hefty impairmert charge tied to certain annuity businesses it acquired in past years. The New
York insurer posted  loss of $954 million, cormpared with year-earlier quarterly profit of §3.46
billon

A big factor in the impairment is the ultralow interest-rate environment, which cuits into the
profitabilty of anntities in various ways, analysts said

MetLife Chief Financial Officer John Hele said MetLife runs its offshore captive "conservatively,”
but the company believes the investigations help damp the valuation of businesses by making
potertial buyers "more cattious” about cortinuied use of the structures in their current form

New York's Department of Financial Services in July sent lefters to insurers, including MetLife,
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from their parert cormpanies. Regulators are looking for potertial risks in these "reinsurance”
transactions, they have said

Under many of the arrangerments, including one at MetLife since 2008, the related entity has
obtained a letter of credit from a major bark, which is committed to providing money if needed
for paying future claims

Mearwhile, William \Wheeler, president of MetLife's Americas division, said the company wotld
hit its target of limiting variable-annuity sales to $18 billion for the year. Through the first three
quarters, sales were about $14 billion

Mr. Wheeler said the variable annuities MetLife is seling now represent a "pretty attractive
business" for the company, with a 14% return on investment

"Today's sales are profitable,"” he said. Bt the company wants to restrain sales because "we
can't let it get too big relative to MetLife."

Separately, company exectives highlighted an initiative to sell term-ife policies at Wal-Mart
stores. Chief Execiive Steven Kandarian said the effortis in its "early days," citing it as one of
the ways MetLife "is going to innovate" to sell produicts to constimers who may not buy throuigh
life-insurance agents

"Perhaps we as an industry haven't made it easy enough for people” to buy insrance, he said

Under the inifiative, consumers can pay for a small policy at the check-out courter. The
consumer then calls MetLife to answer health questions, at which poirt the policy would be
activated or denied. If denied, the purchaser would be refunded his o her purchase price

‘
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insurance: Making the right choice

@ Posted on Decernber 10,2012 & By Mark Meroli Business
Before you purchase life insurance be informed about the motives behind
certain policies, in this article I'll explain: term life insurance vs. whole life
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When | first got into financial services | came across an instrance company
called Primeamerica. The entire company was run by a thesis that all other forms
oflife insurance are a scam, other than term life insurance. Their motto was "buy
term and invest the difference.”

That was in reference to taking the difference between what a term policy costs
per month versus & whole life insurance policy, universal o any other life
insurance policy with a "savings” component and investing it into a mutual fund
The problem with Primearnerica is the mutual funds they pushed never performed
well and had very high management fees. (For the purposes of this article | will
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The thesis of "buy term and invest the difference is spot on. If you have a net
worth under §5 million, term lfe insurance is the only kind of life instrance you
need. | know most financial planners will disagree with me, but their math never
adds up, ever. When | was running my hedge fund, & doctor told me my stressful
job was going to end my life very prematurely, but that was my skilset. | decided
to shut my fund down, bt | could't afford to simply retire. | looked into financial
planning positions and each time there was an impasse. Each time the manager
or owner told me | would need to sell life insurance and term was always the least
desirable option for the *financial planner.”

The reason is the commission on term policies is tiny, and for whole life
insurance the commissions are very, very large. One owner told me, "l would
starve doing the right thing.” With that conversation | decided the industry was
simply too corrupt for me and if | couldr't actively trade a book, my managing
other peoples’ money days were over

How exactly did insurance became an investment is a long and sleazy story that
goes back almost 100 years. Insrance should never ever be viewed as an
investment urless you are an accredited investor. If you are not an accredited
irwestor, any "financial planner” that pushes whole life insurance, only cares
about his commission and does not have one ounce of concern for your financial
stability. They are more concerned with their finances than yours

I love how these insurance companies suggest how you can "borrow” your
rmoney at a low interest rate. Its my money, why shouid | have to pay to borrow
it? Itis about the dumbest thing | have ever heard. So is tagging your savings
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accouit to any listed index like the S&P 500. 17 you wart to invest in the stock
market, do it but ot through an insurance contract. Investing is investing and
insurance is insurance. How they got commingled is simply Washington D.C
lobbyists at their worst

Usually the difference between a term policy and whole life insurance is about 10
fold. A term policy that hypothetically cost $50 a morth for say $500,000 dollars
in coverage would cost $500 & month with whole life insurance

An agent will tell you that whole life insurance forces you to save for your
refirement. However, if the forced savings is in bad securities why wold you
invest that way? You would be far better off to get a term life insurance contract
and take the $5,500 a year in savings and buy an S&P 500 ETF, with no
management fees. Although, that is no guarantee of outperformance either

The poirt is buying a term contract and "investing the difference” in a benchmark
with no managerment fees provides the best bang for your dollar. This way all your
money gets invested and no one is getting a big commission or management fee
off your sweat.

More often than not, the reason insurance agents and financial planners try and
sell whole life insurance is for the big commission, not for your financial well-
being

People are faced with a problem of doing the right thing o feeding their families,
and sometimes people justify doing bad things to othier people in the name of their

family. | call this the "Paterno complex.”
‘
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People are faced with a problem of doing the right thing o feeding their families,
and sometimes people justify doing bad things to othier people in the name of their
family. | call this the "Paterno complex.”

They justify bad actions with "well everyone is doing it" or "l am just doing what |
have to do to support my family.” With respect to insrance agents, some will
even purchase cortracts for themselves, knowing they dor't need one, just to
rationalize not doing the right thing for their clients.

No one needs an insurance contract that is not term unless you are an
accredited, high net worth individual. The numbers don't lie

If you liked Bike 4 W Tweet
it... share it!
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We can debate the wisdom of providing A.I.G. $182 billion in support. What is not
debatable is that the people of A.L.G. persevered and have repaid that assistance plus a
profit: a total of $205 billion back to the American people. A.I.G. reduced $2.65 trillion
notional value of derivatives by 91.5 percent, divested assets worth more than $68 billion,
made itself far less complex and markedly improved its risk profile. And we have exercised
the same right available to every American company to use deferred tax assets.

It is a result of our employees’ determination to repay America that A.I.G. not only
supports our customers and employees but also contributes directly to the financial
stability of the United States. Thank you, America.

ROBERT H. BENMOSCHE
President and Chief Exec., A.L.G.
New York, Dec. 28, 2012

A version of this letter appeared in print on January 7, 2013, on page A18 of the New York edition with the headline: The
Bailout of A.LG..
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Life insurance agents love to sell whole life insurance policies to parents of young A
children, stressing the advantages of the investment provisions of the policies.

‘Those provisions, they argue, will help parents to provide funds for their children’s
college educations. But nowhere is the advice of "by term and invest the difference”

more relevant.

‘You should have only enough insurance coverage on your children to pay for final
expenses and uncovered medical costs. In most cases, a $50,000 term life
insurance policy will get that job done with money to spare. There is no need to
replace lost wages with a ridiculously large policy.

And as we've already discussed, insurance related investment vehicles are
underperforming investments. You'll be far better off investing money in a mutual
fund for your children.

9. There Is No FDIC Equivalent Back-Stopping Insurance Companies

‘This is a very relevant question - but seldom asked — since life insurance agents
like to position themselves as investment advisers. The investments that they sell

are almost always exclusively insurance products. However, there is no equivalent
to the Federal Deposit Insurance Corp. that will back up the life insurance
company in the event of investment failure.

‘There are arrangements within each state for companies to collectively backup a
failed insurance company, but there is no apparatus in place to deal with a
systemic failure such as the financial meltdown that hit the banks and financial
companies a few years ago.

RECOMMENDED FOR YOU

Walmart Scammed Into Selling
PlayStation 4 for $90

While this has obvious implications for the life insurance coverage that you pay for
and expect to have, it becomes much more significant when you have a lot of

‘money sitting in insurer-sponsored investments.
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AIG considers suing government for bailing it
out, world implodes in on itself

Posted by Neil Irwin on January 8, 2013 at 11:29 am
-+ TextSize = Print # Reprints Share: n W More »
Fresh from launching a branding campaign to try to rechristen itself as a paragon of

patriotism, the giant insurer American International Group is reportedly weighing a step
that would remind America just why everyone got so darn mad in the first place.

The board of AIG, according to the New York Times, is weighing whether to join a $25 The Post Most:Business

billion lawsuit against the U.S. government for forcing unacceptably high losses on
shareholders in its bailout. The argument is that this violated the Fifth Amendment’s
prohibition on the government seizing private property without just compensation.

To anyone who closely followed the '
events of September 2008, when AIG e v
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events of September 2008, when AIG
was bailed out, this theory seems
patently ridiculous. Here’s a refresher on
what happened. The company’s financial
products division had been, in effect,
selling guarantees against losses on
highly rated securities tied to mortgages.
When those securities plummeted in
value, the losses in that division were so
great that it brought one of the world’s biggest financial firms to the brink of bankruptcy.
When AIG executives turned to the government for help on Sept. 16, 2008, the day after
Lehman Brothers went bankrupt, they had no other options; no private entity would lend

them money.

It is true that AIG executives wanted a
sweeter deal than they got. They

AND CHOSE 10 BE
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(and also one of the reasons banks are

-
LE AN FORWARD intensively regulated). New York Fed

president Tim Geithner and Treasury

@ m snbc Secretary Hank Paulson had other ideas. If

the government was going to bail the
company out, they were going to insist on
m more punitive terms. The initial bailout
was a loan of up $85 billion at an interest
rate of Libor (the short-term bank lending rate) plus 8.5 percentage points. And in exchange
for getting the lending facility at all, the New York Fed took on 79.9 percent of the

company’s stock. The bailout would eventually expand to $182 billion and a 92 percent
government stake in AIG.

The message the government was sending with the onerous terms was clear: If you run a
company into the ground, and have to come to Uncle Sam for help, we will help you only
reluctantly and at a high cost. If you don’t like it, well, you can join Lehman Brothers in
bankruptey court.

According to the Times report, the AIG board will hear presentations Wednesday from Starr
Tant 54 1 s+l 1 A tlal sk lad e £ AXO olasaf Fa 1T 1
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Lxreenberg, arguing that AIG SnOlllﬂJOlIl the sult, then frrom lawyers for the lreasury and

New York Fed. Presumably the government lawyers will offer more precise, legalistic
answers to Greenberg’s claims than the head-smacking sense of disbelief that has
accompanied public disclosure of the news.

It would be a particularly interesting time to be a fly on the wall in the office of Fed
Chairman Ben Bernanke. The AIG bailout was one of the few things that seemed to rile the
preternaturally calm academic. “Of all the events and all of the things we’ve done in the last
18 months,” he told “60 Minutes” in March 2009, “the single one that makes me the
angriest, that gives me the most angst, is the intervention with AIG. Here was a company
that made all kinds of unconscionable bets. Then, when those bets went wrong, we had a
situation where the failure of that company would have brought down the financial system. .
... It makes me angry. I slammed the phone more than a few times on discussing AIG. It’s—
it’s just absolutely— I understand why the American people are angry. It’s absolutely unfair
that taxpayer dollars are going to prop up a company that made these terrible bets—that was
operating out of the sight of regulators, but which we have no choice but to stabilize, or else
risk enormous impact, not just in the financial system, but on the whole U.S. economy.”

If AIG goes forward with joining the suit against the government, it’s easy to imagine that

Bernanke’s blood pressure will rise all the more. His won’t be the only one.
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BEFORE imploding at extraordinary cost to the world’s financial system and America’s
taxpayers, AIG was considered a financial fortress: it boasted a high stock valuation, an AAA
credit rating (heavily used in the firm’s marketing which suggested that it would stand behind its
commitments to customers) and was led by a chief executive, Hank Greenberg (pictured), adept
at squashing critics.

This reputation enabled AIG to build a staggeringly large derivatives book, which received scant
attention until the firm proved unable to meet its commitments during the financial crisis. At the
time the answer of Hank Paulson, America’s then treasury secretary, was to nationalise AIG at a
cost of more than $100 billion. This allowed the company to meet its obligations, but it also came
with tremendous financial benefits for firms that had misjudged AlIG—notably Goldman Sachs,
which Mr Paulson headed from 1999 to 2006.

Now Mr Greenberg has sued, and the lawsuit may be joined by the AIG itself. He argues that the
bail-out and its overly onerous terms amounted to an illegal taking of private property. But
behind this argument lurks another one: that a non-nationalised AIG could have survived, if only
by taking the approach of a tough insurance company which knows that the customer has little
time for litigation—offering, in the midst of a panic, a cheap fast settlement. This course of action
would have had obvious benefits for AIG’s shareholders, a group that included Mr Greenberg.

The prospect of having to pay recompense to a company that has already cost taxpayers billions
strikes many in Congress as nauseating. Yet Mr Greenberg’s case is strengthened by how the
ici i i i manv wave Mr Danlenn hac hoon

Economist video
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crisis was dealt with. Though he tried many times and in many ways, Mr Paulson has been
incapable of articulating a consistent principle—beyond expediency—which would justify how
the bail-out was handled.

More recently, the same lack of principle can be seen in the spate of large settlements. Certain
banks get hammered, whereas other institutions, notably the ones that had government
appointees on their boards, such as Fannie Mae and Freddie Mac, have been spared. The

$18.5 billion deal between the government and ten banks announced on January 7 for
instance, includes no formula for how the fine was calculated. The government justifies it as
recompense for vaguely defined bad behavior, the banks praise it as a simple solution.

All this is no doubt encouraging for Mr Greenberg. Beyond bullying bank executives into
payments, the government’s track record for proving wrongdoing is, to be kind, slim. He is
demanding that claims be justified and may drag his old company along for the ride. If there is a
public policy benefit, it is that a full-blown trial could provide an overdue examination of what
really happened during the financial crisis and how it was dealt with.

« Tax evasion in Italy: Big government meets big data
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Equity-indexed annuity sales pitch is too good to
be true

An insurance agent appears to misrepresent how the complex investment works and tries to
steer an investor away from a 401(k), a better option.

| @ comments | o | |Email [dShare 5 W Tweet <3 Buke (2 g+ 0

By Liz Weston
Money Talk

January 13, 2013

Dear Liz: Recently, someone from an insurance company proposed that I stop investing through my
401(k) at work and instead invest in his insurance company contract with after-tax dollars. He claims
the funds would be guaranteed so that I would never lose principal, although there would be a cap on
how much I could make in any given year. His claim is that it is better to forgo the tax deduction I
would get from my 401(k) contributions so that I can take the money out of this contract tax-free in
20 or 30 years. I think I am too old for this program (I am 61 now) but I thought it might be
appropriate for my daughter when she enters the workforce in a few years.

Answer: It sounds as if you've been pitched an equity-indexed annuity. These are extremely
complex investments that should not be purchased from someone who misrepresents how they work
and who encourages you to forgo better methods of saving for retirement.

Withdrawals from annuities are not tax-free. You would not have to pay income tax on the portion of
the withdrawal that represents your initial contributions, but any gain would be taxable at regular

§U Connect §i [ g
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4 Ways to Avoid Running
Out of Money During
Retirement

If you have a $500,000 portfolio, download the
guide by Forbes columnist Ken Fisher’s firm.
Even if you have something else in place, this
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Furthermore, most people fall into a lower tax bracket in
retirement. That makes the tax break offered by 401(k)
contributions especially valuable, because you're getting the
deduction when your tax rate is higher and paying the tax as of 04.02PM ET 1/11/2013
‘when your rate is lower. DJIA 13488.43
Recent columns . B 3 . AU
The F.u.ianmal Industry Regulatory Aut?lonty, which r_egulates NASDAQ 3125.63
securities firms, has warned that most investors consider +3.87
equity-indexed annuities and other annuity products "only
Ads by Google after they make the maximum contribution to their 401(k) SER500 147_3'3;
Best Performing and other before-tax retirement plans." .
. QUOTE: [Symbol or Name GO
Annuity Even then, you probably have better ways to save.
Top Variable Annuities Contributions to a Roth IRA would not be tax-deductible, but
Deliver 15%+ Performance withdrawals in retirement would be tax-free. If you're able to vertisement
2012 save still more, you could contribute to a regular, taxable
. . brokerage account and hold your investments at least one
I(.)nIi];leAnnultyRates.mm/TopPerfo year to qualify for long-term capital gains rates, which are THIS WEEK'S CIRCULARS

lower than regular income tax rates.

You don't want to do business with someone who isn't honest about his product, and you certainly
don't want to refer him to family members. What you should do instead is pick up the phone and
report him to your state insurance department.

Advice for mortgage woes

Dear Liz: I have an excellent credit rating, a steady job and an interest-only mortgage of $480,000

New Year's Furniture Blowout
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Instablog (3) mortgage debacle and great recession all acted to bring down an industry
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reason behind the rapid decline in the fortunes of home builders was
justified. No one was buying and mortgages were all but impossible to get
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If you apply for life insurance, keep these four tips in mind from Jeff Root, a life )
insurance agent and founder of Rootfin.com. And again, they're not tips your agent
will be likely to recommend.

- If you're not satisfied, ask for reconsideration. Life insurance
underwriters will always offer the best possible rate class as permitted by
their underwriting guidelines; however, if you're not happy with the life
insurance company’s offer, your agent can submit a "reconsideration
request” and ask the underwriter for a better offer. Most agents don't even
‘mention this as an alternative because of the extra work involved in drafting
aletter convincing the underwriter why they should qualify for a better
health classification.

+ Ask for tentative offers. Consumers can get "tentative offers” from life
insurance companies before applying for life insurance. Independent life
insurance agents send your risk anonymously to various underwriting desks.
Underwriters typically reply within 48 hours with a health classification in
what we call a "tentative offer". You can attach this tentative offer to the life
insurance application, and the company you apply with must give you this
rate unless you withheld any information from them. This is a must for
people with health issues applying for life insurance.

- Shopping won't necessarily get you a better rate. Going from website
to website won't result in finding better rates. However, each company looks
at your health differently. It's your agent's job to fit your unique health
situation into the underwriting guidelines of each company and then see
who provides the best rates.

« Most applicants won't get the preferred best rate. Less than 5
percent of people who apply for life insurance can qualify for "preferred
best.” Yet it's the No. 1 health classification quoted on websites.

RECOMMENDED FOR YOU
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Powered by Saitthru

More from Jeff Rose v
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segment are coming from the low interest rate environment which
impedes a life insurance company's earnings on its float. Most life
insurance companies collect fees for life insurance for years before they
ever have to pay a claim. They use these huge sums of cash called the
loat to invest before claims are paid and usually they choose ultra-safe
investments for the float. As most people are aware safe investments like
T-bills and other government backed securities are paying historically low
rate of return because the Federal Reserve has kept interest rates

artificially low for the past several years. This hurts an insurance PLUS UPTO .
g A OF COMMISSION-FREE TRADES
company's earnings and squeezes the return on the float. LEARN MORE

The life insurance industry sales were somewhat subdued in 2012 and the OPEN AN ACCOUNT » charles SCHWAB
number of new policies sold, as a whole, has been fairly flat for the past
ive years. The industry as a whole has seen stagnant, but steady since
2009. The life insurance industry should see increasing sales as the AEG VS. ETF ALTERNATIVES
economy improves and the unemployment rate drops. As 2013 progresses
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Largest Life Insurers, by Individual Net Life Insurance Premiums,
2011 (thousands)

Northwestern Mutual $11,449,223

MetLife, Inc. (MET) 10,543,808

New York Life 7,960,177

Swiss Re America (SSREF.0B)6,320,565
Prudential Financial (PRU) 4,195,957

Lincoln Financial (LNC) 4,131,369
Massachusetts Mutual 4,069,532

State Farm 3,945,058

AFLAC (AFL) 3,585,564

Guardian 3,215,759

AXA Financial (AXA) 3,083,974

Protective Life (PL) 2,699,098

Berkshire Hathaway (BRK.B) 2,397,813
American International Group (AIG) 2,392,441
Manulife Financial (MFC) 2,135,712

191 people decided to get UNM articles by email alert
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RGA Group (RGA) 1,742,265
Pacific Life 1,633,939
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McAleenan Jr.

2. The Death of Bond ETFs? Change Your Fixed-
Hartford Life, Inc. (HIG) 1,603,635 Income Lenses by Gary Gordon
Thrivent Financial For Lutherans 1,526,933 3. Adding Piotroski Stocks (CRA) To A Core Index
Portfolio by Lowell Herr
Allstate (ALL) 1,506,942
4. A Better, Low Risk Strategy To Beat The Market
Principal Financial (PFG) 1,339,044 by Macro Investor
Torchmark (TMK) 1,215,993 5. Thriving Citizens Point To Regional ETF
X . o Opportunities With Healthy Returns by Robert
Source: ACLI tabulations of National Association of Insurance Lavine
Commissioners (NAIC) data.
The reason I'm bullish on life insurance companies are the great values MACRO VIEW
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The key is to identify industries like these while they are down and choose
the most promising companies while valuations are low. Now is the time
to purchase ownership in this industry. The industry from a macro level is
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looking undervalued. What really matters through is each company at the
micro level and which companies in the industry will outperform over time
as the industry rebounds.

And The Winners Are
The best insurance companies for investment consideration are:

1. Aegon- (AEG)

Aflac- (AFL)

American International Group- (AIG)
Lincoln National- (LNC)

Manulife- (MFC)

6. Prudential- (PRU)

uhwnN

Aegon

Aegon is a large diversified life insurer located in the Netherlands with a
market cap of $12.5 billion. About 90% of their revenue comes from their
US and Netherlands operations. Aegon has a P/E ratio of just 8.4% and a
dividend of 4%. The company is selling at about 30% of its current book
value. It's rare to see a growing company selling for such a low price/book
valuation. I see Aegon climbing in value this year to a more reasonable
book valuation. Aegon needs a European turnaround and an increase in
interest rates to start climbing higher.

Aflac
191 people decided to get UNM articles by email alert x v
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Aflac had a solid year in 2012 and is preparing to move higher. Aflac has
started a new investment program that is allowing to safely earn about 70
basis points more interest on its float. Earnings are increasing at around
12% per year. Aflac is expected to continue to grow due to an aging
Japanese population and a growing presence in the US.

The numbers look good on Aflac. Aflac sports a P/E of 9 and generates a
3% dividend yield. Aflac is also selling at a 45% discount to its fair market
value. I calculated it value using a discounted cash flow analysis using a
12% future growth rate for the next 5 years and current earnings of
$5.80/share.

AIG

AIG is moving in the right direction by shedding assets to lower its debt
and by the government selling off the last of its interest in AIG. AIG
posted a $6.5 billion profit for 2012 vs. a $1.5 billion profit in 2011. A
reinstated dividend appears to be in the cards for 2013 or 2014. AIG's
book value is $71/share vs. its current price of $30/share. AIG is selling at
about a 37% discount to its fair market value. The biggest drawback to
AIG is its $73 billion debt level.

I know many people still have their doubts about AIG. I think the worst is
behind the company. They have faced their worst secrets and have
rebounded The underlylng business that AIG stlII owns is a healthy and

191 people decided to get UNM articles by email alert x v
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robust business. The skeletons are all out of the closet and AIG is now
poised to grow.

Lincoln National

Lincoln National is growing earnings at about 7.5% per year and it has a
2% dividend. Lincoln National's P/E ratio is a low 5.8% and it sells at a
49% discount to its fair market value. Lincoln National has risen about
20% from when I recommended the company in November 2012. The
company is still selling at a 50% discount to book value and I predict that
the company has room to still dramatically increase in price. My prediction
is that Lincoln National will double in value by 2014.

Manulife

Manulife is Canada's largest life insurance company and it appears to be
doing very well. Manulife is making a major push to into Asia and business
from that region is growing at a much faster rate than in Canada or the
US. Manulife is at par with its book value and its debt matches its market
capitalization. The company has a 4.8% yield and earnings look to double
in the next 2-3 years. With a P/E ratio of 9.5% Manulife looks to have a
bright few years ahead of it.

Prudential

Prudential has a low 7.6% P/E ratio and a rising 3.3% dividend yield. As
191 people decided to get UNM articles by email alert x v
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with most life insurers Prudential is selling for just slightly above 50% of
its book value. I expect earnings to grow at a modest but steady 9% over
the next 5 years. Prudential is growing its business through both internal
growth and through smart acquisitions.

One risk with Prudential is that it has been notified by the government
that it may be designated as a systematically important non-bank
financial institution (SIFI). This would mean more oversight by the US
government. This could weigh on Prudential's performance, but I still
believe that the company will produce solid returns and is cheaply priced.

See Full Table [
Growth
Rate
Rate-pa
years
Principal |PFG  [$26.009 [$0.72 2.70%|$42.00/38% 6%
Hartford |HIG |$17.00/5.6/$0.40 2.30%|$51.00/67% 10%
Aegon AEG |$4.68 6.2/$0.13 2.80%|$7.40 [37% 2%
Lincoln
National
Manulife |MFC |$10.92/9.9/$0.52 14.80% $14.3424% 9%

CompanyTickerPrice PE DividendDiv |DCF Percent

Yield Value DCF

LNC  $25.90/5.3/$0.32 1.80%|$51.00/49% 8%

Prudential PRU  1$53.30/7.4/$1.65 13.40%l$85.39/38% 9%
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However, that's actually the outcome you're
hoping for.

The insurance industry also offers myriad
products that go by names like “whole life“ or
“universal life,“ among others. These are
package deals—insurance policies with an
investment component.

The math behind a quote

When | needed some additional life insurance, |
phoned a friend who sold insurance to get some
help. He immediately started in about a “great,
new universal life policy with 6% guaranteed
income.“ When | asked him for a quote on term
insurance with a fixed premium for 20 years, he
reluctantly agreed to bring me a quote for both
his universal life policy and the term policy | was
asking for.

When we met, he started his pitch again. His
universal life policy had 6% guaranteed income
written into the policy (along with a “no more
gray hair‘ guarantee). The annual premium was
$1,500. So | asked him to show me the
investment numbers for five and 10 years out.
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Putting the service back into life insurance

J. Brendan Ryan

J. Brendan Ryan is a East Walnut Hills-based insurance agent. Reach him at

or 513-221-1454. Could Saturday night be

fall's first frost?
In my last column, | discussed the difficulty often encountered by owners of ife-

insurance policies when they try to get information or guidance on their existing
policies

Oct. 18, 2014, 9:47 am

If their original agent s still in business, there should be no problem. That agent wil
usually feel duty-bound (but not legally obligated) to speak with the client and try to be
as helpful as possible. Besides, there is always the possibilty or repeat business.

Report: Vontaze Burfict to
appeal his fine
Oct. 17, 2014, 5:24 pum

But the original agent is not always available. Agents die and retire. The vast majority
of new agents do not last longer than a year or two. If that agent has changed

companies or just not placed business with the company that insures you for a couple Our picks: Things to do this
of years, your insurer may require your written authorization to send information to him weekend

or her. Oct. 17,2014, 9:27 am

If your agent is no longer with your insurer, you are considered an "orphan

policyowner.” Your policy may well be reassigned to another agent to handle. But few
companies compensate that new agent for handling your policy. The carrot that they
hold out to the new agent is all the repeat business the new agent can get from the
insurer’s existing client. In my experience, that almost never materializes.

The agents who are usually offered orphan cases are normally new agents who do not v
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Next, | asked about the premium for the straight
erm policy. It was about $900, but he
immediately pointed out there was no cash value
build up.

Then | took his $1,500 price tag for the universal
ife policy, subtracted the $900 for the term
policy, and said, “If | understand this, | can buy
he pure insurance for $900, so the extra $600 |
pay in premium is being saved and invested for
me?“ He nodded his head and said, “That is
correct.”

compared the numbers he gave me for 5-year
and 10-year investment returns to the $600 per
year they would be investing for me. The return
was around 3%. So | pointed out that his
numbers didn't add up. Where was the
“guaranteed” 6%?

He showed me the policy, and indeed, it did
guarantee 6%. | concluded that while they may
promise 6% in the contract, they must charge
way too much for the insurance to make up for it.
A few moments of simple math made that clear.
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One of the best ways to maximize our
investment cash is to avoid overpaying for

things, including insurance. It takes diligence, but

it's well worth it.

Being an eager salesman, my friend countered

my critique by mentioning that 20 years down the

road, | would have a cash buildup that | would
not get with the term policy. But that point didn't
magically make his numbers add up.

His final try was, “Most people can't save
money.“ Well, | agree, but | am not going to pay

an exorbitant price for insurance to do so.

So what should you do when considering a
combination insurance product? First, subtract
he premium for an otherwise comparable term

The difference is the amount the insurance
company should be investing for you. If the
projected return 5, 10, and 20 years out is less
han the guaranteed income, you're being taken
for a ride. You may realize once again that if
something sounds too good to be true, it usually
is.

For those in the insurance industrv boised to
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policy from the premium for a combination policy.
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While Montana now hosts a handful of upscale resorts, the
state’s relative remoteness has helped keep it from being
overdeveloped, and has Kept the lid on the cost of living.
MarketWatch looks at four popular and affordable
retirement destinations: Bozeman, Whitefish, Billings and
Missoula.

Retire Here, Not There: State-by-State »

853 AM
2/13/2013





image149.png
W hitp:/fwvew marketwatch.com/story/when-life-insurance-guarantees-dont-add-up-2013-02-13 o~
File Edit View Favorites Tools Help

Home News Viewer Markets Investing Trading Deck Personal FinanceEconomylPolltlcs Industries Portfolio Alerts Games

1Comment Edlike 0 W Tweet m Egﬁ'ﬂﬁ’ﬁg‘g‘éﬁ"m retirement destinations:
s Missoula.

For those in the insurance industry poised to Retire Here, Not There: State-by-State »
send me hate mail, | offer this caveat. | am not

licensed nor qualified to sell insurance. That is

the job of a trusted insurance adviser. Show your

clients your commission schedule on the

products you are quoting. Then run the numbers,

and prove it is a good investment. Offer the best

price for insurance and a good return on your

clients’ investments, and they will likely buy. | am
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Alleged Myrtle Beach area life insurance scam B
has devastated dozens of lives

By David Wren - dwren@thesunnews_com

AYNOR -- Peggy Allen was born and raised across the street from the house where she now lives — a house that
her grandfather built by hand, using timber he cut from his own land, more than 100 years ago.

Bakers Chapel Road was a dirt road when Allen was a child, and Allen said she remembers “running across the
field to Grandma’s house” to play when the weather was warm. Allen’s father and his four siblings grew up in the
two-bedroom home, which still has its original, unpainted exterior.

Today, a bank is threatening to foreclose on the home that's been in Allen’s family for three generations. What
should have been a comfortable, albeit modest, retirement with her husband, Charles, has instead turned into a
gut-churning, constant worry over money.
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“We used to be able to pay all our bills and we could

go out to eat whenever we wanted,” said 80-year-old - Alleged Myrtle Beach area life insurance scam has
Charles Allen, whose health has been in steady devastated dozens of lives
decline ever since he suffered a stroke in 2000. * What will Myrtle Manor achieve?
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would happen to me.” N N
+ Four area westlers bring home state titles
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They aren’t alone — nearly two dozen lawsuits have
been filed against McDavid by families who say the
insurance salesman scammed them by talking them
into mortgaging their homes and properties for high-
dollar life insurance policies they didn’t need and
didn't understand. The allegations include fraud,
breach of contract and negligent misrepresentation.

“I hope he goes to jail,” said Wanda Causey, whose
husband Jackie uses a wheelchair to get around due
to years of diabetic neuropathy and other health
problems. The Causeys have been served with a
foreclosure lawsuit on their property, which they say
McDavid convinced them to mortgage for a whole-life
insurance policy. Jackie Causey, who was used to
making the financial decisions as the man of the
house, was on methadone for pain when McDavid
made his sales pitch.

“Anybody that takes advantage of sick people and
elderly people, | don’t know what's good enough for
them,” Wanda Causey said.

Jackie Causey puts it more bluntly: “If | weren't in this
wheelchair, I'd go after him.”

Salesman, agencies stand by work

McDavid is not facing any criminal charges and he
denies any wrongdoing in his answers to the civil
lawsuits. McDavid declined to talk to The Sun News.
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lawsuits. McDavid declined to talk to The Sun News.
His lawyer, Stephen Brown of Charleston, said he
has “a standing policy that | do not discuss litigation.”

The insurance companies that issued the policies —
Fidelity & Guaranty Life Insurance Co. and Aviva Life
and Annuity Co. — also are named as defendants in
the lawsuits. Those companies deny any wrongdoing
in court filings.

Larry Kristinik, a Columbia lawyer for Fidelity, said it
is the insurance company’s “policy to refrain from
commenting publicly about pending litigation.”

“We believe these matters are more appropriately
addressed in the court system,” Kristinik said.

Aviva spokesman Kevin Waetke said the company
“has consistently acted in good faith in researching,
underwriting and administering the life insurance
policies at the heart of this litigation.”

“The policies were issued only after appropriate
review, and consistent with applicable law and
industry standards,” Waetke said. “The owners of the
policies in question were provided with disclosures
and illustrations that described the type of insurance
product they purchased from Aviva.”

Sid Connor, a Surfside Beach lawyer who represents
the families suing McDavid, said the salesman
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Greece's weakened workforce starts to crack preyed on elderly people and others who had plenty A
of equity in their homes but lacked financial

sophistication.

“Rick McDavid is a financial assassin,” said Connor has spent nearly two years building cases against McDavid at
no cost to his clients. “He comes armed with everything he needs to take your money, and these people don’t
know it.”

Connor estimates his clients have paid more than $2 million for insurance they didn’t need, in addition to mortgage
payments they would not have had and the emotional trauma each of them has suffered. Connor spends more
than half his time working on the McDavid lawsuits, with the rest of his schedule spent working on “a lot of routine
stuff that pays the bills.”

A new way to profit

McDavid — a 63-year-old Virginia native and East Tennessee State University graduate — had been selling life
insurance for about a quarter of a century when the real estate boom sparked an idea: by leveraging the equity in
clients’ homes and property, McDavid could boost policy sales and his commissions.

“l took Rick as a genius,” Marilyn McDowell, McDavid's former girlfriend, said during a deposition in 2009. “He
knew the ins and outs of everything.”

It took awhile for that genius to manifest itself in cash.

Financial statements McDavid filed during his 2004 divorce from his fourth wife show he was barely scraping by
financially at the time despite an income of $60,000 from his insurance business, called Old South Financial
Services. McDavid was driving a new Buick Regal at the time, but his paycheck couldn’t cover all of his expenses,
the tax bills were piling up and McDavid had just $650 in the bank.

“When we first got together, Rick had nothing,” McDowell said during a deposition. “He borrowed $11,000 from me
to pay a debt.”
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McDowell, who couldn’t be reached for comment, was working as an office manager at East Coast Honda in 2004,
the same place McDavid’s ex-wife worked. McDowell testified that McDavid called her at work one day, wanting
advice on how he could get his wife back. McDavid and McDowell had lunch together, and a romance blossomed
at the same time McDavid'’s idea — what he called his “program” — began to pay dividends.

By 2007, McDavid had given his new girlfriend a diamond ring during a trip to Jamaica, and the couple were
engaged, according to McDowell's deposition.

“He promised me that he’d show me the world, he'd give me the world,” McDowell said. “He even promised he
would die for me.”

McDowell, in court documents, describes McDavid as being a man driven by money and belongings, especially
luxury items.

“Rick loves to spend money,” McDowell said during another deposition, also taken in 2009. “He bought 200 guns.
He would buy boats. He would buy houses. He would buy river lots. . . . He would buy extravagant gifts for me, and
one in particular, he bought me a $6,000 tennis bracelet.”

McDavid gave his girlfriend cash, remodeled her home, paid for her tummy tuck and installed an in-ground pool
because she wanted one, according to McDowell's deposition.

“I'd have to pull him out of stores to keep him from buying stuff for me,” McDowell said.

IRS suit cites $1.6 million unpaid taxes

The relationship had its problems. McDowell said in her deposition that McDavid didn't like her children, and was
sometimes mean to them. She wanted financial stability, yet McDavid “was always spending money, he would
spend money behind my back.”

The biggest problem was the Internal Revenue Service.

McDavid hadn’t paid his taxes since 2002, according to court documents, and McDowell said she refused to marry
him until he cleared his tax debt. Neither of those things happened.
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The IRS filed a civil lawsuit against McDavid this year, alleging he owes nearly $1.6 million in unpaid taxes and
penalties after nearly a decade of failing to file returns. The S.C. Department of Revenue also has filed nearly
$240,000 in tax liens against McDavid. The IRS has asked a federal judge for permission to foreclose on
McDavid'’s property to help settle the tax debt, although a final ruling has not been issued.

McDowell said she also suspected McDavid of being unfaithful.

McDavid had put most of his belongings — purchased with the proceeds of insurance policy sales — into
McDowell's name to keep the IRS from seizing them, according to court documents. Among the items: a 2008
Volkswagen Beetle; a 2008 Lexus; a 2008 Malibu Wakesetter boat; a 2007 Kubota tractor; a home in the Pottery
Landing gated community near Conway; and a home in the Carolina Lakes subdivision in Horry County.

As their relationship soured, McDavid pressured McDowell into transferring those belongings — including some that
he initially said were gifts to her — back into his name.

McDowell — who was living apart from McDavid — said in a deposition that she believed McDavid wanted his
belongings because he was seeing another woman. McDowell had a key to McDavid's house, and in late
September 2008 she secretly hid a tape recorder in his bedroom. That recording, which is included among court
documents, caught a lengthy telephone conversation between McDavid and the other woman.

“Program” pays off for McDavid

McDavid’s income soared during the time he and McDowell were dating — from about $400,000 in 2006 to about
$1.1 million the following year and about $750,000 in 2008, according to documents in the civil case filed against
him by the IRS.

McDowell, in a deposition, said her bookkeeping showed McDavid was making even more money — her
QuickBooks software accounting program put his income at $1.9 million for 2007.

The newfound wealth was due to the insurance “program” McDavid invented, according to McDowell.

“He started refinancing people’s homes and taking their money and buying insurance and annuities,” McDowell
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said in a deposition. “He takes their money out of their house, their equity. He convinces them to put X amount of
dollars in annuity. He convinces them to buy a life insurance policy, saying it is money-making . . . and he shows
them how they can take their money interest in their insurance and annuity and pay their house payment so they
will be scot-free of a house payment.”

McDavid’s commission depended on how long he could keep the insurance policies in effect.

The commission on a whole life policy equaled the premium payments for one year. In the Allens’ case, for
example, McDavid’s commission would have equaled $36,000. But McDavid only got that amount if the policy was
paid up for three years. If the policy was canceled after just one year, McDavid would get just one-third of the full
commission amount.

“He would squeeze everything out of you with the equity in your home to make sure he got his commissions paid,”
Connor said.

McDavid also got a commission from the mortgage broker in each transaction, McDowell said.

McDowell said in a deposition that McDavid's program worked fine for wealthy clients, “because when the
economy went down, they had money in their annuity.”

“Now, for the older folks that don’t have anything but Medicare and Medicaid, it doesn’t work for them,” she said.

The program also didn’t work if housing values declined, McDowell said, because it required multiple refinancings
for continually higher mortgage amounts to keep up with the insurance and house payments.

Clients in the congregation

Court records show that most of McDavid’s clients were not wealthy, and many were elderly who relied on Social
Security and meager retirement payments for their living. Connor said his elderly clients “certainly didn’t need a
whole life policy,” and even though McDavid touted the insurance as an investment, “it’s traditionally been a poor
investment.”

The insurance companies liked McDavid’s program so much that Aviva appointed him to the advisory board of the
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CINCINNATIcom HOME SPORTS BUSINESS COMMUNITIES THINGS TO DO TRAFFIC A

have many prospects to call upon. So, even if they do come to see you, their help may
be limited.

| have allowed orphans to be assigned to me but not because | want to call on them. |
do so because | believe that they are paying for service and deserve to have good
service available to them when they ask for it. | never get paid for this. | hope that there
are other seasoned agents out there who do the same.

Itis always possible to call the insurer's customer-service representative in the home
office for assistance. But that help in naturally limited. They can give you details about
the one or more policies that you have with them, but that is about it. They cannot do a
lot of things a seasoned agent can provide.

« The customer service reps cannot review all your policies, even those from different
insurers, explain all that you have, and advise you if one or more should be dropped.

« The rep will not contact other insurers for you to get current information about those
policies.

« The rep will not explain the different types of life-insurance policies to you and relay
the pros and cons of each.

« The rep will not explain the tax, familial, and practical effect of policy changes, such

as changes in ownership or beneficiary.

- Even if a change in one or more of your policies is appropriate for you, especially if it
would be best to move to another insurer, the rep cannot arrange that for you in other v
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company’s Creative Marketing International Corp., a subsidiary designed to provide fraining and education for

insurance agents and help them boost sales. In his 2011 biography for Creative Marketing, McDavid said he has A
sold more than 4,100 policies worth $267 million during a nearly 30-year career.

“He told us that his program was so good, that he had been offered $25 million for it,” said Wanda Causey, one of
the clients who now are suing McDavid.

McDavid — whose business card omits the words “life insurance,” instead referring to his services as business
development and estate enhancement — used the same mortgage broker and lawyer for every transaction, court
records show. Those individuals are not named as defendants in the lawsuits.

McDowell said in a deposition that McDavid found many of his clients through the church they attended, Socastee
Original Freewill Baptist Church on S.C. 707.

“| referred him some friends in my church,” McDowell said in a deposition. “I had one friend that done the business
that was directly involved in my church and then her sister and then one of her friends.”

Some of McDavid’s clients said they were convinced the insurance salesman had their best interests at heart.

“He was a well-dressed Christian man,” said Charles Causey, who is Jackie Causey’s brother. Charles Causey —
who suffers from Parkinson’s disease — and his wife, Judy, mortgaged four properties including their residence to
purchase nearly $2.5 million in life insurance policies at McDavid's urging.

“We just more or less felt that he was a good, church-going Christian, and we trusted him,” said Charles Allen.

Darren Squires, the church’s pastor, trusted McDavid enough to give him $50,000 in July 2006 for a proposed land
investment in Lexington County. McDavid promised Squires that he could double his money in one month. Squires
never saw his money again and he sued McDavid and a business partner in November 2008. Squires eventually
obtained judgments against McDavid and the business partner, but court records show those judgments were
never paid.

Squires did not respond to requests for an interview.
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‘Sign here’

The Allens were living on about $38,000 a year in Social Security and pension income when McDavid convinced
them in August 2008 to mortgage their 100-year-old, debt-free home for $102,500 at 9.3 percent annual interest.
Charles Allen, who retired to Aynor after working in a Rock Hill textile plant for more than 30 years, said his brother
introduced McDavid as “someone who might be able to help us, so he [McDavid] called us and came over.”

Charles Allen’s brother, Larry Allen — along with his wife, Betty — had taken out $3.5 million in life insurance polices
just two months earlier, mortgaging their home for $320,000. Flush with cash from the mortgage, Larry and Betty
Allen were singing McDavid's praises, Charles Allen said. They now are among the clients suing McDavid after
having paid $160,000 for insurance they can no longer afford.

Charles and Peggy Allen, who recently celebrated their 59th wedding anniversary, said they did not fully
understand McDavid's sales pitch — “The stroke messed up my brain; | can read something but | don’t know what
I've read,” Charles Allen said — yet the couple went through with the deal, figuring Charles Allen’s brother must
know what he’s doing and counting on McDavid’s church-going background for assurances.

The mortgage closing was a blur — “He [the lawyer] had a stack of papers and he kept flipping them, saying, ‘Sign

here . .. sign here’,” Charles Allen said.

Court records show proceeds from the mortgage were used to purchase three whole life insurance policies with
death benefits totaling $350,000 for Peggy and Charles Allen. Because of Charles Allen’s poor health, the
premiums for those policies totaled nearly $3,000 a month.

“I told him [McDavid] I've had a stroke, that | can't get life insurance,” Charles Allen said, adding that a nurse who
conducted a physical for the insurance company initially told him he didn’t qualify for coverage. “He [McDavid] just
said, ‘I'll take care of it'". He told us we could buy whatever we wanted and we could put some money in the bank.”

Things went fine for more than a year, despite McDavid’s repeated requests for premium payments. The Allens’
bank records show the couple made five payments totaling $66,500 for their insurance policies between August
2008 and December 2009. That is in addition to an $847 monthly mortgage payment the Allens now had to pay.
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When the Allens’ bank account ran low, McDavid urged them to refinance their home. In December 2009, McDavid
arranged a new mortgage that netted about $30,000 but also carried a lower interest rate that cut the Allens” house
payment to $716 a month.

Connor said the lower interest rate was by design, because an anti-churning law in South Carolina forbids multiple
refinancings in a short period of time unless there is a tangible benefit to the consumer. That's one reason
McDavid initially arranged a high-interest mortgage.

“By lowering their monthly payment, it counted as a tangible benefit,” Connor said.

There was another reason: McDavid was getting a kickback from the yield spread premium — the difference in the
actual interest rate paid versus the market rate a borrower qualifies for — on the initial, high-interest mortgage,
according to court documents.

All told, the Allens paid $94,000 on their life insurance policies and kept up with their mortgage for more than two
years before the money ran out.

“He wanted some more money and | told my wife we just can’t afford to make these payments any more,” Charles
Allen said.

Newfound wealth evaporates

Judy Causey said she thought she was rich after McDavid refinanced the home she and her husband, Charles,
lived in for $300,000. Court records show McDavid wrote a $2 million policy for the Causeys that cost them $8,500
per month. They paid $153,000 toward the policy before their money ran out.

“He [McDavid] told us we had $50,000 and we could do anything we want with it,” Judy Causey said. “So we went
to Europe.”

Charles Causey said he didn't think he was buying life insurance, and he told McDavid he and his wife already had
policies and didn’t need any more coverage.

“It wasn’t until six months later that we finally got the policy,” said Charles Causey, who also used money from the
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retirement plan he earned while working for 35 years at the local Pepsi Cola plant to help pay house and insurance A
bills.

Connor said McDavid typically had the policies mailed to his office instead of his clients’ homes. McDavid then held
onto the policies until after the cancellation period had expired and his clients could no longer get back their
money.

“He put us in such debt that we couldn’t dig out,” Charles Causey said. “I've always paid our bills, but this has
ruined my life.”

Wanda Causey said family members feared she was desperate enough to take her own life during the darkest
moments of her financial worries. Her husband, Jackie, was nearly incapacitated at times last year because of his
disease and the stress — “There were days when he couldn’t even feed himself,” she said — and then, one day, a
process server showed up at her door

“The doorbell rang one morning and they were serving me papers that the house is being foreclosed on,” Wanda
Causey said. Desperate, she called her daughter for support.

“She thought | was going to do something to myself,” Wanda Causey said. “She left her job on the other side of
Conway to get here and when she did she said, ‘Mama, | just knew you were going to kill yourself. By the grace of
God, | made it through it. But those were the worst six months of my life.”

The financial devastation has gone beyond the threat of losing a house.

“There were times when we didn’'t have adequate food in the house because we were trying to make the [house
and insurance] payments,” Wanda Causey said, adding that she and her husband have had to rely on their
children to stock their refrigerator with food.

“We had to ask my church for help,” Wanda Causey said. “We just couldn’t make it. | never thought I'd see the day
that | would stand in a pantry line, but I've done it. You can lose your pride in a heartbeat if you have to.”

Counting on the courts v
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Connor's clients say they are confident they’'ll eventually get their money back — if they live long enough to make it
through all the court proceedings and their homes aren’t taken first. So far, Connor has been able to fend off the
foreclosures by filing counterclaims against the lenders.

Connor has repeatedly asked the S.C. Department of Insurance to investigate McDavid's activities but said he has
received little cooperation from the state agency charged with protecting consumers from fraud. Connor said he
never heard what, if anything, the department did in response to his requests, “all | know is that it came to nothing.”

Records show the insurance department conducted two investigations of McDavid — one in 2011 and the other in
2012 — in response to complaints filed by Connor’s clients. The department dismissed each complaint within about
a month after McDavid provided written statements telling the department he had done nothing wrong.

The dismissal notice in the second investigation shows the department was skeptical of the complainants’ motives.

“Although this is the second letter with the same complaint from different insureds, it is noted that these
complainants are represented [by] the same attorney and have a civil suit pending against the respondent,”
investigator Chris Lewis stated in the dismissal notice. “The complainants in both cases did not provide any
supporting documentation. Consequently, this matter will be closed with no further action.”

Connor is hedging much of his case on a state law that made it illegal, beginning in 2005, for a home lender to
finance — either directly or indirectly — life insurance premiums. Although insurance premiums weren't paid directly
at the mortgage closings, Connor said the policies were written within weeks of the closings, sometimes within
days, and his clients would not have been able to afford the premiums except for the proceeds from the mortgages
that were arranged by McDavid.

“The law says directly or indirectly — that's not a mistake, someone wrote that in there for a purpose so you can't
get around it,” Connor said. “If you are selling life insurance and orchestrating the mortgage, that is an indirect
violation of the law.”

Connor hopes to cancel the mortgages, recoup the insurance premiums his clients already have paid and get
punitive damages against McDavid and the insurance companies.
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Connor said he knows some critics will argue that his clients should have been more careful, that they should have A
read and understood any document before they signed it, but he bristles at the notion of blaming the victims.

“Is that what they'd say if it was their mom or dad?” Connor said. “These are simple, country people who go to
church and trust people. Wouldn’t everyone like to have a little more money? Sure. That's how McDavid got his
foot in the door. But when you get older, your ability to think about these kinds of things diminishes and it becomes
more difficult to fight off someone who wants to take advantage of you.”

Contact DAVID WREN at 626-0281.
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Estate Tax

Would You Sell Your Life
Insurance Policy?

The odds of that occurring are historically very slim, and the
chances of a policyholder &quotlosing it all&quot in such a scenario
even slimmer, given the numerous and robust regulatory backstops
to insurer insolvency.

&quotlt's very, very rare for a life insurer to become insolvent,&quot
says Michael Barry, spokesman for the Insurance Information
Institute, an industry trade group. &quotLife insurers are among the
best capitalized insurance companies out there.&quot

Indeed, just 80 multistate life and health insurers and 326 single-
state or regional insurers have failed over the past four decades.
Life insurers performed particularly well during the recent
recession, with just eight insolvencies between 2008 and 2012. Not
only did those companies' combined liability of $900 million pale in
comparison to the $639 billion Lehman Brothers bankruptcy, but
also most policyholders recovered all or nearly all benefits under
contract.

That said, understanding the safeguards against life insurer
insolvencies and the steps you can take before and after purchase
to protect your policy could help you avoid accidentally endangering
your investment.
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Guaranty: The Insolvency 'Safety Net'
Under the federal bankruptcy code, failing insurance companies

3 cannot declare bankruptcy. Instead, they enter into a three-tiered,
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highly structured resolution program run by their home state's
Insurance

guaranty association, or GA. This office, which operates within
each state's insurance department, serves as an insolvency "safety
net" for life, annuity and health insurance consumers. (Separate
GAs also protect homeowners insurance and auto insurance
customers.)

Because state insurance laws vary and life and health insurers
often operate in multiple states, the National Organization of Life
and Health Insurance Guaranty Associations, or NOLHGA, was
created in 1983 to coordinate insurance failures that cross state
lines.

Insurers pay into guaranty funds that protect consumers against
insolvency in much the same way the Federal Deposit Insurance
Corp. has your back in a bank failure. Under models established by
the National Association of Insurance Commissioners, individual life
policies are guaranteed to $300,000 (cash values to $100,000) and
annuities to $250,000, although state amounts may vary.
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And, because life benefits are not payable upon demand in the
same way as bank deposits, policyholders need not worry about a
run on their troubled insurance company.

"One of the best friends of a resolution plan is using the value of
time to achieve an orderly disposition of the assets of the company,
as opposed to a fire sale," says Peter Gallanis, president of
NOLHGA. "The liabilities come due over a long period of time.
Because life insurance companies tend to invest conservatively to
honor those liabilities, their holdings tend to be long-term and

conservative."

When an insurer runs into financial trouble, it faces three possible
levels of receivership by the state.

Conservation: Under this least severe option, the state works with
the troubled insurer to maintain business as usual, identify
problems and explore solutions. If the solutions work, the
company may be released. If not, it proceeds to one of the two
remaining options.

Rehabilitation: Similar to Chapter 11 bankruptcy, the state takes
over control of the company, including its assets, and attempts to
steer it back to solvency.

Liquidation: Analogous to Chapter 7 bankruptcy, the state either
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CINCINNATIcom HOME SPORTS BUSINESS COMMUNITIES THINGS TO DO TRAFFIC

« The rep will not contact other insurers for you to get current information about those
policies.

« The rep will not explain the different types of life-insurance policies to you and relay
the pros and cons of each.

« The rep will not explain the tax, familial, and practical effect of policy changes, such
as changes in ownership or beneficiary.

- Even if a change in one or more of your policies is appropriate for you, especially if it
would be best to move to another insurer, the rep cannot arrange that for you in other
companies.

« If the insurer’s financial-strength rating has dropped significantly, the customer
service rep will not advise you that it might be better to find a different company.

| will repeat what | said in my last column: The insurance industry needs to pay full-
time, salaried, knowledgeable people who do not work on commission and who do
nothing but advise people on their present policies and possible additional insurance
needs. The clients who use such consultants should be charged a small fee so as to
discourage those who are not serious. The industry should pay for this because their
clients deserve this service and the full cost would be too great for most clients to
handle.w
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finds a healthy insurer to assume the insolvent company's
policies, or failing that, develops a plan to distribute the remaining
assets, with guaranty funds if necessary, to honor policyholder
claims.

How America's Women A
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Battle

10 Expert Tips on
Creating the Perfect

Even in the rare case of liquidation, Gallanis says the financial loss Home Office

to policyholders is usually minimal. "Going back to the Great
Depression, folks have realized in excess of 96 cents on the dollar Two Smart Tips for a

Successful Small

on their life contract claims and 94 cents on annuity claims," he Business

says.
How To Save the

Economy From This
Lazy Mindset

Keep Calm and -- Well, You Know the Rest
Rule No. 1 if your insurer enters receivership is: Don't freak out.

Barry says you stand a far greater chance of damaging or even

How To Create A Home

terminating your own policy if you overreact to a notice of Office Worth Showing

receivership and cease to pay your premiums.

"If you stop premium payments, it's very hard because then have to
get your agent back involved to reach into the company to get you
back on track. And if you have a whole life policy, now you're
impacting the cash value," he says.

Barry also cautions against the urge to cash out a whole life policy.
"You may get a quick $6,000 to $10,000 by surrendering it, but you

6:24 PM
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beneficiaries," he says. "Plus, you may not be able to afford or
qualify for another policy."

Richard O'Boyle Jr., an independent life insurance agent and senior
account associate with New York City-based Schaefer Enterprises
Inc., says your agent can be a valuable ally should you need cash
from an insurer in receivership.

"An agent can help draft a letter to the company requesting a
'hardship disbursement,™ he says. "A lot of times, the client doesn't
even have the policy number anymore or know whether it was
policy version A or B. The agent also knows the keywords to drop
in there to make sure you'll be heard."

To minimize your exposure to insolvency before you insure,
O'Boyle suggests these tips.

« Know your ratings. Research the financial strength of your short
list of prospective insurance companies at A.M. Best, Fitch
Ratings, Moody's, and Standard & Poor's. In general, the better
the rating, the lower your risk.

Insure with an "admitted" company. Companies that are
approved, or "admitted," to write life insurance in your state pay
into the state guaranty fund; those that aren't, don't. If you insure
with a "nonadmitted" insurer and it goes broke, you could lose out
completely.

Diversify your insurers. "A lot of people place all their eggs in one
basket," O'Boyle says. "When you invest too much in one
company, it's easy to get too concentrated.”
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HELENA, Mont. (AP) — A bill that has been signed into
law by Montana Gov. Steve Bullock requires life insurance
companies to search for beneficiaries when a policyholder

dies, even if no claims have been submitted.

The law was a response to a series of national settlement
agreements in which life insurance companies were
charged with making little to no effort to find beneficiaries,
instead keeping death benefits for years before turning
them over to states as unclaimed property.

Senate Bill 34, requested by Insurance Commissioner
Monica Lindeen and sponsored by Sen. Mary Caferro,
D-Helena, requires life insurance companies to check a
Social Security Administration file at least twice a year to
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D-Helena, requires life insurance companies to check a
Social Security Administration file at least twice a year to
find out if any of its policyholders have died. In those
cases, the company must determine if any surviving family
members are owed money and pay the benefits or turn
over the money to the state as unclaimed property.

"Montanans buy life insurance to help their families after
they pass away," Lindeen said in a statement. "But far too
often, insurance companies do nothing to find and pay
Montanans the money they are owed on these policies.

"This new law will help Montanans get the benefits they
are owed."

The bill passed the Senate 48-1 and the House 92-4, and
was signed into law Friday.
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Life insurance industry to rally in

Washington against higher taxes
By Bernie Becker - 04/07/13 03:50 PM ET
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Hundreds of insurance advisers are headed to Washington next week, as the
industry tries to warn lawmakers not to touch preferential tax incentives for life

insurance.
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insurance needs, and protects
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may otherwise have to rely on

257

But advocates for the insurance industry also say they realize that policymakers

entitlement programs for

security.

on both sides of the aisle are looking for savings all over the tax code, as they
look for revenue to either reduce deficits or as part of tax reform.

“We've heard the members of Congress say that 'everything is on the table,
Diane Boyle, the senior lobbyist for the National Association of Insurance and
Financial Advisors (NAIFA), told The Hill “If you say 'everything’s on the table,’
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we have to assume that we're part of 'everything.' ”

Still, Boyle added that the industry doesn’t yet have a specific proposal to
concentrate on yet — “there is nothing on the table right now that has us saying
'fantastic,’ or something that we’re concerned about.”

But as it happens, insurers may have good reason to assume their preferences
could play a role in tax reform and budget discussions where many provisions
in the code have fierce outside defenders.

Some economic analysts on both the right and the left, for instance, have
pointed out that a tax preference for investments on life insurance premium
payments — the so-called “inside buildup” incentive — does primarily benefit the
wealthy.

Insurance agents have already flown into Washington this year to meet with tax
writers on the Senate Finance and House Ways and Means panels, and the
1,000 or so advisers headed in for a NAIFA conference starting Monday will
meet with a wider mix of lawmakers.

Both the Finance and Ways and Means committees have been holding meetings
in recent weeks on tax reform, with the House panel having a specific working
group on retirement and pension issues.

Policymakers on both sides of the aisle have expressed an interest in reforming
the tax code, which likely would require exchanging an array of tax preferences
or lower tax rates. Democrats also continue to search for more revenue from
the highest earners as part of the fiscal battles with Republicans.

Under the inside buildup preference, companies generally invest some of the

ayments made on long-term life insurance policies, and the tax code allows
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those investment earnings to collect tax-free. That policy, the Joint Committee

on Taxation estimates, will cost around $157.6 billion between 2013 and 2017.

Boyle said that, while she thinks life insurance in general is “appropriately
taxed,” her group is chiefly looking to defend a provision that allows the
beneficiary of a life insurance policy to receive the proceeds tax-free — an
incentive that’s been around for about 100 years, or as long as the income tax.

NAIFA also points to statistics saying that close to 60 percent of the households
its members serve make less than $100,000 a year.

But critics of the inside buildup break say that wealthy households now control
most of the money in life insurance policies. The left-leaning Center on Budget
and Policy Priorities (CBPP), using Federal Reserve data on 2010, said the top
10 percent of earners owned more than half the benefits in cash value life
insurance policies.

Chuck Marr of CBPP said that he had no issue with life insurance benefits being
passed on tax-free. But Marr said that the investment gains that life insurance
policies gain over time receive far favorable tax treatment than gains from bank
account interest, IRAs or mutual funds.

Insurance companies, Marr added, have also taken to advertising these tax
benefits when pushing their product.

“Life insurance serves an incredibly important purpose,” Marr, CBPP’s director
of federal tax policy, told The Hill. “But since it has such tax advantages, it’s
very tempting for people to push the rules and make it more of an investment
product.”

“That’s the difficulty and the challenge of tax reform,” Marr added. “People and
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industries are loss adverse, and people hold on very tightly to what they have.”

The Wall Street Journal editorial page and the American Enterprise Institute also
discussed how the inside buildup break largely benefits the wealthy last year
during the debate over whether Mitt Romney’s tax plan was mathematically
feasible.

But former Sen. Dirk Kempthorne (R-Idaho), the chief executive of the
American Council of Life Insurers, defended how life insurance was taxed in a
letter to the Journal. Kempthorne, who also served as Interior secretary in the
George W. Bush administration, is expected to speak at the NAIFA conference
next week.

“Life insurers invest the premiums they receive in long-term securities that help
build America,” wrote Kempthorne. “Life insurers are the number one U.S.
purchaser of corporate bonds, which spurs economic growth and job creation.”

Boyle, meanwhile, stressed that the industry’s message next week wouldn’t
change much in next week’s meetings.

“Additional taxes against our product would make it more difficult for people to
plan for their themselves, and many could then fall on the public doles that
shouldn’t,” Boyle said “We want to maintain those safety nets for individuals

that are truly needy.”
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Unclaimed property enforcement actions against life insurance companies continue in a variety of states,
where the focus is turning from the largest to mid-size insurance companies.

» Popular articles from {

Background. This controversy started in 2008, when the California Comptroller retained a Connecticut based
outside auditing firm, Verus Financial LLC, based in Waterbury, Connecticut, to examine the payment
practices of the 21 largest life insurance companies as they pertained to the California unclaimed property
reports filed by these companies. The audit expanded to include a variety of states, with Florida, Illinois, North
Dakota, New Hampshire and Pennsylvania serving as lead states in the examinations of the largest life
insurance companies. A National Association of Insurance Commissioners (?NAIC?) Task Force was
established to oversee the examinations.

The auditors alleged that life insurance companies must utilize the Social Security Administration’s Death

Master File (‘DMF”) to determine the death of individuals receiving annuities for the propose of terminating
those annuities. They allege that when, because of a death, the policyholders stopped paying premiums,
insurance companies improperly drew down policy cash reserves to pay premiums until the cash reserves

were exhausted, and then cancelled the policy. According to the auditors, this resulted in a failure to properly
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Master File ( DMF ) to determine the death of individuals receiving annumes for the propose of termlnatlng
those annuities. They allege that when, because of a death, the policyholders stopped paying premiums,
insurance companies improperly drew down policy cash reserves to pay premiums until the cash reserves
were exhausted, and then cancelled the policy. According to the auditors, this resulted in a failure to properly
report to state unclaimed property authorities amounts that may have otherwise been due under policies if the
insurance companies had ascertained the date of death of policyholders.

But, under most state laws, there is no requirement that insurers check the DMF to determine whether any
insured had died. Moreover, most state laws also require the submission of a death certificate to trigger
payout on a life policy. Thus the authority for the position of the taxing authorities, except in a few states, not
really supported by the law.

Multistate Settlement Agreements and New Focus on Mid-Sized Life Insurance Companies. A number
of large insurance companies have recently entered multi-million dollar settlement agreements with the NAIC
task force regarding their unclaimed property liabilities. States are now turning the focus of their investigation
from the largest insurance companies, on which they have previously focused their audits, to mid-size life
insurance companies.

Commentary. Even though settlement agreements have been reached in unclaimed property enforcement
actions against the largest life insurance companies, it is clear that with the expansion of enforcement actions
to include mid-size insurance companies, the legal controversy in this area will continue for some time to
come. As such, it is advisable that life insurance companies, which have not already recently done so,
examine state law and their unclaimed property reporting policies, and determine whether these policies are
up-to-date.
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Publicly, President Obama loves to demonize insurance companies. But behind the scenes, Big
Government and Big Insurance maintain a cozy alliance that the Obama administration actively
nourishes, often at taxpayer expense. Indeed, as emails recently obtained by the House Oversight m 239,347 people like this. Sign Up to see what
Committee show, Big Government and Big Insurance have worked together to promote Obamacare. ‘your friends like.

They've also worked together to make sure taxpayers will help bail out insurance companies who lose
money selling insurance under Obamacare — that is, unless Republicans stop this from happening
Moreover, Obama senior advisor Valerie Jarrett is among the prominent White House officials who've
been in the middle of this collaboration between insurers and the administration — between those driven
by the profit motive and those driven by the power motive.

after the disastrous Obamacare rollout began, White
House communications director Tara McGuiness and
Chris Jennings, Obama’s deputy assistant for health

policy, “traded talking points with numerous insurance H
company CEOs.” According to the report, “Ms. Thls BUg Could Tu"l

McGuiness and Mr. Jennings collaborated closely with A 3rd World Cﬂlmtrv
Florida Blue Cross and Blue Shield CEO Patrick

¥ Geraghty. After a CBS Evening News appearance on
October 11, 2013, Ms. McGuiness emailed Mr. Geraghty,
‘You were great! | watched. Thanks for the help.”

l ; ) As is detailed in the Oversight Committee’s report, shortly
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Suit alleges massive fraud by life insurance
companies in Florida (888) 250-3918  SUSAS!
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A lawsuit is alleging that possibly billions of vl
dollars in proceeds from life insurance
policies have not been paid out to Florida
beneficiaries.

Lawyers from Michigan-based Total Asset
Recovery Services contend a 2011
settlement between the state and major
insurers like John Hancock, Prudential and
MetLife is deeply flawed. The settlement

forced the insurers to make appropriate
efforts to contact policyholders’ relatives in Enlarge

Joe Meterchick, PNC Bank

the event of a death and then turn over the N "

Getty Images
insurance benefits to the state once the $1281/0z
determined beneficiaries could not be \\ )

located, the Miami Herald said.
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However, Total Asset’s auditors accuse the
companies of deliberately failing to report
the full benefit amount to the state of at
least 9,000 unclaimed life insurance
policies, the Herald said. In these cases, the
suit says, the insurers turned over only
small “profit-sharing bonuses” earned by the
policies instead of the full benefit amount.
Lawyers say these 9,000 cases are just a
small snapshot of larger fraud in the
system.

“We know this is the tip of the iceberg,” said
lawyer Jeffrey Sloman, who is a former U.S.
attorney in Miami now representing Total
Asset Recovery. “We know there are a lot
more out there.”

Representatives of the industry contacted
by the Herald dispute the suit’s claims
saying they always seek to pay out the full
amount to beneficiaries and comply with the
law.

Read More at The Miami Herald
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By lan Talley A

WASHINGTON--U.S. public pension funds and life insurance companies are building up potentially dangerous levels of risky investments that could threaten their

solvency, the International Monetary Fund warned Wednesday.

It is a gamble that risks wreaking havoc not only on pensioners and insurance customers, but also on the financial system, the IMF said in its Global Financial

Stability Report.

Returns from traditional investments and contributions have dwindled during the recession. And as the Federal Reserve lowered interest rates to try to revive growth,

those firms have been unable to match their funding levels with future liabilities.

For example, the IMF says public defined-benefit pension plans won't be able to fund nearly a third of their future obligations based on their current portfolios.

That funding shortfall has encouraged pension funds and insurance companies to bet on higher risk, and potentially higher-return, investments to meet those needs.

To be sure, the IMF says the Fed's actions are essential to reviving U.S. and global growth. But the cheap cash and low interest rates don't come without a cost.

The fund says that at the weakest pension funds, money mangers have boosted their holdings of alternative investments such as hedge funds and financial

derivatives to around a quarter of their assets from virtually zero in the last 10 years.

Life insurance companies, meanwhile, have tried to compensate for the lower returns by renegotiating policy terms and getting rid of some insurance benefits. But

there is a limit to what they can do, and so many insurance companies have bulked up on riskier investments too.

Most pension funds and insurance firms have cash on hand to weather near-term shortfalls, the IMF said.

"But a protracted period of low rates could depress interest margins further and erode capital buffers, potentially driving insurance companies to further increase their

credit and liquidity risk," the IMF said.

The fund said pension funds need to address their future finding shortfalls "without delay,” through "restructuring benefits, extending pensioner's working years and

gradually increasing contributions to close funding gaps."

At the same time, some insurance companies may need to get rid of some of their more costly products and restructure their investment portfolios to meet future

needs. v

1 AM
=000 | /2 s | a1





image180.png
@ hitp://truth-out.org/buzzflash/commentary/item/18027-like-vultures-life-insuran ce-comp anies-risk-financial-security-of-families oL-2

File Edit View Favorites Tools Help

#@ Thursday, 13 June 2013 15:06

GET TRUTHOUT DAILY
EMAIL UPDATES

Your Life Insurance May Be Worth Nothing |[=eerea SV

if You Die

W Tweet <0 FlLke 46 g+ font size Print | Email

TELL A FRIEND ABOUT TRUTHOUT

Search Gol!

MARK KARLIN, EDITOR OF BUZZFLASH AT TRUTHOUT

It turns out that your life insurance policy may be

worth nothing if you die.

That's the grim possibility raised in a June 11
New York Times (NYT) article by financial

journalist Mary Williams Walsh:

New York State regulators are calling for a

nationwide moratorium on t

life insurers are using to alter their books by

Tell Secretary of the Interior
sall...

signatures: 7,506

sign petition

ransactions that

billions of dollars, saying that the deals put policyholders at risk and could lead to another SN ELE | g S Uil

taxpayer bailout.

Insurers’ use of the secretive transactions has become widespread, nearly doubling over Find us on Facebook
the last five years. The deals now affect life insurance policies worth trillions of dollars, m BuzzFlash.com

according to an analysis done for The New York Times by SNL Financial, a research and
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These complex private deals allow the companies to describe themselves as richer and
stronger than they otherwise could in their communications with regulators, stockholders,
the ratings agencies and customers, who often rely on ratings to buy insurance.

So what's the bottom line on some life insurance companies -- mostly the for-profits and not
mutual insurance companies owned by policy holders -- who use trillions of dollars in "re:
insurance” to inflate the value of their firms?

Ah, it's the same old story of greed that we've seen over and over again on Wall Street.
According to the NYT, Benjamin M. Lawsky, New York’s superintendent of financial services,
"said that because the transactions made companies look richer than they otherwise would,
some were diverting reserves to other uses, like executive compensation or stockholder
dividends."

To put it bluntly: the peace of mind you are sold by your life insurance at agent is at risk
because if the publicly-traded life insurance companies lose their gamble on shell companies
issuing "re-insurance" without sufficient collateral, there's going to be no money left to pay off
your policy upon your death.

“If we let our guard down and ignore this regulatory race to the bottom, taxpayers and
insurance policyholders are the ones who could get left holding the bag,” Mr. Lawsky said in
a report, the NYT reports.

from the cancerous larceny of big finance avarice.

We're not even safe in our graves
N

life.docx ...

15,202 people like BuzzFlash.com.
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For a majority of financial advisors, life insurance planning isn’t all it's cracked up to be.

i ALLVIDEOS | SLIDESH
Over half (52%) of advisors do not characterize the life insurance end of their practices as either “successful” or “very Slide Shows

successful,” according to a Saybrus Partners survey released Tuesday. The chief stumbling blocks they cite are the

number and complexity of the various policies and determining whether they fit a client’s needs (37%) and too much
paperwork (25%).

Of the 30% of survey participants who do not offer life
insurance coverage, nearly half (49%) state that doing so

FOR YEARS, WE'VE would distract them from their core business, while 17%
KNOWN THE INS & OUTS say selling life insurance is just too complicated.
OF RETIREMENT INCOME. e

Login | My Account | Advertise | Podcasts | Contact Us

advisors work to incorporate life insurance
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into their clients’ financial plans, they are not as successful

¢ Fixed deferred and income annuities as they could be,” said Kevin Kimbrough, Saybrus

¢ Variable annuities Partners’ national sales manager. “From what we see they
o Mutual funds have an opportunity to grow and do a better job. The

LEARN MORE

Financial
Group

they find that their clients rarely inquire about it.

question is how do they gain that knowledge without
diverting attention from the core of their business.”

About 70% of the 131 financial advisors surveyed provide
their clients with life insurance when it's warranted, but

During the last three years, 44% say that 10% or fewer of their current clients had asked about possible life insurance

strategies.

According to Kimbrough, this shows that advisors have a larger
role to play in informing their clients about life insurance policies
and benefits.

“While clients typically don't ask about life insurance, financial
advisors are uniquely positioned to offer guidance,” Kimbrough
said in a statement. “This survey shows that financial advisors

have an opportunity to fill a gap and educate their clients about the potential role of life insurance.”
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But in order to help their clients, advisors must first gain the necessary skills. Given the complexity of life insurance
policies and processes, that isn't always easy.

“At the end of the day there are only a few solutions to the problem,” said Kimbrough. “One is for the advisor to
become a student of that area of the business, to study up on life insurance, perhaps take some of the industry study
courses, work closely with particular insurance companies on the information and resources they can provide, and
really just invest the time in growing their knowledge base.”

Learning by doing is the best course of action, Kimbrough said. “It's more about a practical application than an
academic study process.”

The Saybrus survey was conducted during the 2013 INSITE conference in Hollywood, Fla., which was held from June
5to June 7.

A life insurance partnership company, Saybrus Partners offers personalized insight, support, and recommendations to
help financial advisors and institutions integrate life insurance into their businesses. It is a subsidiary of The Phoenix
Companies, Inc.
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By ALAN FARNHAM
June 22, 2013

Life insurance for the dead? In a plot that might have been conceived by
Fred MacMurray and George A. Romero, the nation's leading insurance
companies continued billing customers for life insurance long after they

were dead.

The companies--including such household names as AIG, Hartford, John
Hancock, Met Life, Prudential, Transamerica and TIAA-CREF-- have
agreed to a multi-state settlement under which they will repay some $763
million owed the heirs of the deceased.

Prime mover in the settlement has been Controller John Chiang of the
State of California, whose citizens stand to get back as much as $87

million from 11 insurers.

California law requires a life insurer to pay death benefits to heirs within
three years after the demise of the policyholder.

To keep tabs on which holders are alive and which are dead, insurers keep

N Mystery Until Now

Paula Deen Let Go By Food
Network

Online War Erupts as Bridal
Couple Rejects Gift

Kim and Kanye's Baby Name a

Supermoon Will Rise This
Weekend

Best Buy Offers Free iPhone 5

Medicare Paid for Fraudulent
Prescriptions

12:21 PM

g

6/22/2013




image16.png
httpy/ fwwwweeklystandard.comyblogs/emails-show-cozy-govermment-insurer-alliance-expectation-bailout 8. + C ‘

File Edit View Favorites Tools Help

LOGIN «J | REGISTER

Twelve days later, Geraghty and the respective CEOs of Aetna, Humana, the Health Care Services
Corporation, Centene Corp., Wellpoint, Kaiser Permanente, Tufts Health, Health Net, CareFirst, the Blue
Cross Blue Shield Association, and America’s Health Insurance Plans (AHIP) all met with Jarrett and
Obama chief of staff Denis McDonough at the White House.

A few days after that, the report reveals, Jennings emailed Geraghty in advance of an appearance on
Meet the Press, writing, “Pat: Tara McGuiness will probably reach out to you directly today to give you
latest info and suggestions for press prep. Please advise if you need anything from me. | may call you
later to make sure all is ok. Thanks so much for all.” Both McGuiness and Jennings then followed up
with specific advice. After Geraghty's appearance aired, Jennings emailed him and said, “Pat: You were
extraordinary....\We were all impressed. Thank you so much! Would like to talk soon....”

Meanwhile, the Obama administration was coming under increasing political pressure — as millions of
Americans found out that (contrary to Democratic messaging across the years), if they liked their health
plan, that didn’t necessarily mean they could keep their health plan. After Obama lawlessly empowered
himself to un-ban the plans that Obamacare had banned by law, insurers weren't happy, so the
administration responded by paying them off.

It did so by changing the rules regarding two programs buried in the bowels of Obamacare — its risk-
corridor and reinsurance programs. As Jay Cost and | wrote this spring, the administration changed the
rules “to funnel more money to insurers. Put simply, the administration lowered the threshold at which
insurers become eligible for reinsurance money, and it made more generous the formula by which
insurers get paid under the risk corridors.” In the process, Obama effectively turned the risk-corridor
program into his own personal slush fund.
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a so-called Death Master file, based on Social Security data. When a death
is recorded in the file, insurers know not to expect payment of any further
premiums. Most policies, however, put the onus on the beneficiary to file
a claim for benefits, after the policy holder's death. Absent the filing of a
claim, says Chiang's office, the insurer, prior to the settlement, could

3 Photo Proves Kim, Kanye's Baby
Name

legally continue to draw down the policy's cash reserves, continuing to

collect premium payments from the dead.

"Once the cash reserves were depleted,” says a statement by Chiang's
office, "The company would cancel the policy."

Audits by California found that insurers did not routinely cross-check the

owners of dormant accounts with government databases listing the
Photo Fad: Women

deceased. "In other cases," says Chiang's office, "companies had direct Shed Clothes for

knowledge of the policy owner's death, but still did not notify the
beneficiaries."

The 11 companies, as part of their settlement, admit no wrongdoing but

have agreed to reform their practices.

6/22/2013
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"I am pleased that these 11 companies have come forward and agreed to Qe MAIGISINCE JMikecacpoulGa

Impressed W Buy Anywhere

do what is right by their clients," Chiang said in the statement announcing

e

the settlement this week. "Too often, insurers have sidestepped their legal -

responsibility to make good on insurance policies purchased by their

Photo Galleries

clients to provide peace of mind and financial security to their families."

The American Council of Life Insurers (ACLI), in a related statement, said
it was pleased to have reached an agreement with California that "will
result in greater numbers of beneficiaries receiving their life insurance
benefits, and prompt escheating of funds to the states when heirs cannot
be found. It is a positive outcome for all concerned." The vast majority of

claims, says ACLI, are paid promptly in the normal course of business.

ABC News asked for further comment from several of the 11 companies olstice Traditions Around View: Americal
the World

Lifestyle

but received a response only from ING, whose statement says in part:

"ING U.S. is pleased to have reached an agreement. The resolution is a
great example of how the best interests of consumers can be met when the

: | "
industry and regulators work together an find common ground. e EaTat LS TS
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great example of how the best interests of consumers can be met when the

industry and regulators work together an find common ground."

Finding an uncliaimed policy you may be entitled to isn't always easy, but
there are some places to start. For people who died more than a few years
ago, money may have already been turned over to the unclaimed property
office of the state where the policy was issued. You can visit
missingmoney.com, a website of the National Association of Unclaimed
Property Administrators, to search records from 38 states and Canadian

provinces.
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Mark Cortazzo, of the Macro Consulting Group, says annuities are so complex that even some financial advisers need help
understanding their own.

By PAUL SULLIVAN

Published: July 12, 2013

FOR owners of variable annuities, reading letters that may look like
routine notices from an insurance company might be the difference
between receiving the payment they expect and one that is

significantly lower.
That’s because several insurance
Wealth Matters companies that sold variable annuities
Paul Sullivan writes
about strategies that with generous income or death
the wealthy use to benefits before the financial crisis are
manage their money ) )
and their overall having sellers’ remorse. Meeting those
well-being. obligations — often guaranteed returns or payouts of 6 or 7

Paul Sullivan’s Columns » -
percent — has become tougher with interest rates low and

the costs to hedge these guarantees high.

Now these companies are trying to persuade annuity owners to take buyouts or, in one
case, are insisting that clients move into investments with lower returns — with the penalty
of losing their guaranteed payment if they do not. Many of these notices arrive as bland-
looking letters with little indication that they may be urgent.

“It caught the distributors off guard that the carriers would make these kind of changes,
particularly to existing cli rnie Gacona, director of annuities at Wells Fargo, a

g
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large distributor of annuities. “We don’t have issues when carriers are making changes to
the products with new clients — they don’t have to buy it. With existing clients, you're
pretty stuck.”

AXA Financial, which made an offer to buy out death benefits last fall, has filed with the
Securities and Exchange Commission to expand the program to include riders that
guarantee the rate of accumulation in an annuity. AXA would pay the annuity holder a
lump sum to give up the rider.

“There were a lot of benefits sold by us and others prefinancial crisis that have become
much more expensive than anticipated,” said Todd Solash, managing director of product
development at AXA. “It’s fully voluntary. We’ll put money in, in exchange for canceling
the riders.”

The Hartford, which is getting out of the annuity business, has gone further: it has sent
letters to clients and advisers saying that they have until October to change the asset
allocation in certain variable annuities. The goal is to lower the client’s balance and
therefore the amount the company will have to pay out. If they do not do this, they will lose
the rider that guaranteed a payment regardless of the cash value of the annuity. Instead of
getting a 5 percent guaranteed payout for life, the owner would get a lower payout based on
a lower account value.

“It’s important to note that the investment changes are not applicable to all contract
owners, but to those where the investment changes are permitted under the existing
contracts,” said Shannon Lapierre, a spokeswoman for The Hartford.
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The Hartford’s original letter to advisers in May, given to The New York Times, was vague

about what was happening. It put changes to the investments people were allowed to make
toward the end and made no mention of the severe penalties. Instead, it referred advisers
to a Web site for more information.

A letter sent to clients in June highlighted that “the withdrawal feature of your optional
benefit rider will be revoked” with the last three words in capital letters. Ms. Lapierre said
additional letters would be sent from now till the Oct. 4 deadline.

While the changes these two companies are making are at different ends of a spectrum,
they are part of a trend with variable annuities sold in better times. Last fall I wrote about
Prudential Annuities’ canceling provisions in 14 annuities with guaranteed payouts that
allowed owners to continue to add money to them. Earlier this year, AXA also eliminated
two dozen investment options and moved clients’ money into different funds.

These changes are also emblematic of how complicated these types of annuities have
become. Still, in a time of low returns and few guaranteed sources of income, there is often
a desire for the perceived security of annuities, which come in many forms.

So, how should some people consider what they already own? How should others consider
a sales pitch to buy a new annuity?

It’s worth noting that all of these changes are legal, and the company’s right to do what it is
doing is detailed in contracts that stretch to hundreds of pages. That is part of the problem,
of course, since people often do not read those contracts closely. v
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“Many people who own variable annuities don’t understand what they have,” said Mark

Cortazzo, senior partner at the Macro Consulting Group. “Now some of the rules and
options have changed, and that’s affected the game somewhat.”

Using a tool developed by Morningstar called the “annuity intelligence report,” his firm
distills lengthy annuity contracts into a few pages with bullet points for crucial
information, like fees, withdrawal penalties and riders.

“When we’ve done these reviews, one of the most common mistakes is that the ownership
or beneficiary is wrong,” he said. “Something so simple would preclude the guarantee from
being continued” after the owner’s death. (Changing it requires a simple form.)

But there are also cases where years after buying an annuity, the owner wants it clarified.
“We have done half a dozen reviews for financial advisers of their personal contracts
because they didn’t understand them,” Mr. Cortazzo said. “These are people with securities
licensees out giving advice to clients.”

What The Hartford is doing is certainly extreme, if understandable from a company
perspective. But it got approval from Connecticut’s Department of Insurance to do it.

Anne Melissa Dowling, deputy commissioner of the Connecticut Department of Insurance,
said the changes were permitted in the contract. But in a case like this, her office takes on a
consumer protection role. “We want to make sure nobody loses anything they’ve been
paying all along,” she said. “We want them to show how they’re reaching out to contract
holders.” v
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In short, consumers have no real choice: either they switch to a less aggressive asset
allocation or they lose a benefit they have been paying for.

A different risk is when annuity owners do not understand a buyout offer. According to an
S.E.C. filing, AXA is offering to more or less split the difference for a 68-year-old man
between the cash value of the annuity and the benefit base, which is the amount on which
annuity payments would be based. (A woman, 63, would get a third less than the man to
give up the same rider since statistically, women live longer.)

Most advisers consider this a bad deal. “The client gets a short-term bump up but loses any
guarantee of income for life,” Mr. Gacona said. “That’s not a fair trade-off. That’s good for
the carrier, but that’s not good for the client.”

He said that the only people who should consider the buyout are those who do not need the
income or have had an illness or other financial event where they need the money now.

Even if a carrier makes no changes to the riders, provisions in many contracts can be
detrimental to a person’s financial plan if the provisions are not understood.

For one, carriers address how excess withdrawals will affect an annuity’s guaranteed value
differently. Some reduce it dollar for dollar. More commonly, the excess withdrawals
reduce the value on a pro rata basis: if the withdrawal is 10 percent of the cash value, the
guaranteed value also falls by 10 percent. Neither affects the annual withdrawal too
drastically.
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But Mr. Cortazzo said that in the most extreme situations, any withdrawal over the annual
amount causes the guaranteed value to reset to the cash value. So if an annuity with a
guaranteed value of $1 million reset to the cash value of $500,000, the guaranteed annual
withdrawal would be halved.

“Insurance companies have been pretty good with saying the extra withdrawal is going to
affect the guarantee,” he said. “But if someone says, ‘I don’t care, send me the money,’ they
do, and that person doesn’t know that that withdrawal is going to affect them by $30,000 a
year for life.”

All is not entirely dismal when it comes to annuities. Insurance companies are bound by
their contracts with customers. And Mr. Cortazzo said people with older annuities might
still be able to add to them and could get more generous payments because the contracts
were based on outdated mortality tables.

And variable annuities are not the only annuities out there. Jerry Golden, president of
Golden Retirement Advisors, is credited with creating the first guaranteed minimum
income benefit for a variable annuity when he worked at AXA in the mid-1990s.

Today, as a registered investment adviser, he said he advised clients to consider buying
fixed annuities over time to accomplish the same goal of guaranteeing income in
retirement.

“Our analytics suggest these are very attractive vehicles versus variable annuities with
living benefit guarantees,” he said. “They’re very transparent and very low cost, and the v
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Obamacare’s risk corridors would provide an insurer bailout — the administration declared that the risk-
corridor program would be budget-neutral. In reply, according to the Oversight report, CareFirst Blue
Cross Blue Shield CEO Chet Burrell emailed Jarrett and then talked on the phone with her later that
same day. The next day, he emailed her again, attaching a memo that said, “Until very recently, the
position of the Administration had been that the law requires the Federal government to fully fund the
Risk Corridor payments if amounts paid in by the ‘winners’ turn out to be inadequate — as they likely
will.” Otherwise, he added, “carriers will have to increase rates substantially (i.e., as much as 20% or
more beyond what they would otherwise file) to make sure that premiums adequately reflect expected
costs.” In other words, the administration had a choice: provide a bailout, or face the unpleasant
prospect of having insurers price their products honestly.

AHIP followed suit, writing (in bold) to the administration, “Risk Corridors should be operated without
the constraint of budget neutrality.”

This Bug Could Turn The U.S. Into
A3rd World Country WATCH VIDEDS

Jarrett wrote back to Burrell, thanking him for his memo and alerting him that “the policy team is
aggressively pursuing options.”
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“Our analytics suggest these are very attractive vehicles versus variable annuities with
living benefit guarantees,” he said. “They’re very transparent and very low cost, and the
math works.”

“One of the fundamental problems is that most of these variable annuity products are sold
based on marketing materials and marketing hype, and there is no standard way to
compare them,” he added. “It really never happened that these products were turned
inside out to show the customers the upsides and downsides of them.”

That is where the burden falls to buyers and their advisers to understand what they own
and whether it is as good as it seems.

This article has been revised to reflect the following correction:
Correction: July 12, 2013

An earlier version of this column misidentified the developer of the annuity intelligence
report. It was developed by Morningstar, not the Macro Consulting Group, which uses it
to analyze annuity contracts.

A version of this article appeared in print on July 13, 2013, on page B6 of the New York edition with the headline: That
Bland Annuity Notice May Be Anything but Routine

E Try unlimited access to NYTimes.com for just 99¢. SEE OPTIONS »

1 AM

B /2 coooen |

g

7/14/2013




image198.png
e e http:/fwww.reuters.com/artide/2013/09/24/us-aig-ceo-bonuses-id USBREGBN19K20130924 e

File Edit View Favorites Tools Help

equating bonus criticism and lynching

Tweet
o . 5 l] Share this
Cisco Is connecting the
Internet of Everything Email
so distribution leaves o
@ Print

delays behind.

Explore more »

NEW YORK | Tue Sep 24, 2013 5:57pm EDT

(Reuters) - The head of insurer American International Group (AIG.N)
_annlnaized far a "nonr chanice af wards" an 'EuAan_\l aftar comina

" POz (DN DN R





image199.png
a e http:/fwww.reuters.com/artide/2013/09/24/us-aig-ceo-bonuses-id USBREGBN19K20130924

File Edit View Favorites Tools Help

NIme
Cisco

TOMORROW starts here

Follow Reuters

Facebook  Twitter RSS YouTube
RECOMMENDED VIDEO

Al Obama tells Americans, if
VRS " 'v Congress does not raise debt...
¥ VIDEO

Russia seizes Greenpeace ship

Dramatic rescue caught on
camera (0:50)

Stunning Pictures of 'Grease’
Star Olivia Newton John...
(Lonny Magazine)

Understanding how Browser
Selection Affects...
(OpTier)

apologized for a "poor choice of words™ on |uesday after coming
under fire for equating criticism of banker bonuses with the lynching of
African-Americans in the Deep South.

QOutrage over bonuses paid to bankers "was intended to stir public anger, to get everybody out there
with their pitch forks and their hangman nooses, and all that - sort of like what we did in the Deep

South <decades ago>. And | think it was just as bad and just as wrong," Chief Executive Bob
Benmosche was quoted as saying in an interview in The Wall Street Journal.

His words provoked a sharp reaction.

"Simply outrageous. AIG should disavow statement now," tweeted Benjamin Lawsky, the
superintendent of the New York Department of Financial Services.

Rep. Elijah E. Cummings, a Maryland Democrat, called for Benmosche to resign.

"l find it unbelievably appalling that Mr. Benmosche equates the violent repression of the African
American people with congressional efforts to prevent the waste of taxpayer dollars," Cummings
said in a statement.

Benmosche later apologized for the remarks.

"It was a poor choice of words. | never meant to offend anyone by it," Benmosche said in a
statement.

Thousands of people, mainly African-Americans and primarily in the South, were beaten, hanged
and killed in the 19th and 20th centuries by racist mobs.

In contrast, government officials and activists criticized banks and other financial institutions that
handed out bonuses during the financial crisis, despite a still-shaky economy and many of the
banks' own roles in causing the economic meltdown beginning in 2008.
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Low interest rates threaten
universal life insurance policies

Policies sold in the '80s and '90s are at risk of lapsing, causing
problems for clients and advisers
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These days, those policies — which were sold in the 1980s and '90s — are at risk of
lapsing, and clients will have to make the choice between letting the policy go, taking a

cut in death benefits or shelling out even more money to fund premiums and keep the
policy in force.

Jt\ COMMONWEALTH financial network ~ commmonwealth.com

“Back in the day when the estate
planning attorneys drafted these trusts,
many of them also became the trustees,”
said Thomas J. Henske, a partner at
Lenox Advisors. “They didn't think of the
life insurance [inside] as an investment,
but rather as something they could set
and forget. These policies are now set to
fail and the price for remediation is
enormous.”

The cost of failing to keep up with an

insurance policy are very real. One of Mr. Henske's clients bought a policy from an
agent when he was 40 and was told he would be paying premiums of $12,000 a year

for $4 million of coverage. At the time, the interest paid on the policy was 6.25%.When
Mr. Henske reviewed the policy six years later, the credited interest rate had come
down to 4%, and now the client will need to pay up $25,000 per year to keep the

arter premium increases
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“This is problematic: He budgeted for $12,000, and now he's literally paying double

lN InvestmentNews Nov 14 09:40AM
that amount to keep it in force,” said Mr. Henske. “If we hadn't audited the policy, it

Here?s how @CharlesSchwab can
increase the number of female advisers

would've been even more. If you catch it early, you have a better chance of beating it.” in their ranks: http://t.co/ymzYJOplta

This client wound up keeping the policy at the higher premium.

CAREER CENTER
The problem is that these policies were based on optimistic interest rate assumptions,

back when those rates were as high as 15%. So-called UL features included not only a CAREER  Explore your opportunities and be

death benefit, but also a cash value account that receives interest and that can be CENTER  informed for your next move.
funded by a portion of premium dollars. Costs of insurance are drawn from the cash
value. Company Type |- Select -
Firm Type - Select -
Upbeat interest rate projections at the time meant that clients being sold these policies Clearing Firm |- Select -

did not expect to pay much to fund the policy's costs. Those high credited interest rates

supposedly would help foot the bill. =
presented by Acdvisor Gmup

“Even the most conservative agents and brokers were projecting 7% to 10% [long-
term] interest rates,” noted Henry Montag, a partner at Financial Forums Inc., who has

been discussing the issue with a number of estate planners.
MOST WATCHED VIDEO
But in today's low interest rate environment, it's become significantly harder for v
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insurers to credit the rates clients were expecting 20 years ago. Now, those customers
need to cough up more money to fund the cost of keeping the policy in force. If they
can't, they have the option of lapsing or cutting their death benefits. Even charitable
giving plans that intend to donate UL death benefits to causes have also been dinged
by the development.

Mr. Montag estimates that many of the trustees overseeing the affected trusts also are
relatives of the person who set up the vehicle in the first place. “They accepted the
position without any knowledge of their responsibilities, duties and liabilities, nor do
they have the skills necessary to successfully keep the trust's primary holding — its life
insurance — from expiring prematurely,” he said.

In fact, those trustees run the risk of violating the fiduciary duty they owe the trust if the
insurance policy fails, according to an Oct. 17 newsletter from the Association for
Advanced Life Underwriting.

There's a lesson here for financial advisers and trustees: Treat life insurance as an
asset that will require a periodic check-up to ensure that it's holding up in today's
environment. Randy Whitelaw, managing director of Trust Asset Consultants and co-
creator of The TOLI Center, a life insurance risk management services provider, uses
a framework that not only employs an investment policy statement but also ponders
the suitability of a given policy for a trust.
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creator of The TOLI Center, a life insurance risk management services provider, uses
a framework that not only employs an investment policy statement but also ponders
the suitability of a given policy for a trust.

“If it's determined that it's suitable, you want to ensure that there is a credible
evaluation to determine the premium amount necessary to be paid to sustain the
policy,” he said.

As for policies that are already in crisis, advisers should evaluate whether the client
can reasonably reduce the policy's death benefit. “Many of these were bought when
the estate tax exemption was far below what we have today [now at $5.25 million for
individuals],” said Gavin Morrissey, senior vice president of wealth management at
Commonwealth Financial Network.

Still, “there may be cases where they need the liquidity, say for state-level estate taxes
or if it's part of a buy-sell agreement or for succession planning,” he added.

Darla Mercado | Email | @twitter | Linkedin | Google

Darla Mercado covers life insurance, annuities and retirement products for
InvestmentNews, and she's looking for advisers' informed opinions, plus chatter on
products and other industry developments.
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Soon thereafter, the Obama administration abandoned the claim of budget-neutrality, writing in a release order -- in advance
from Health and Human Services (HHS), “In the unlikely event of a shortfall for the 2015 program year,
HHS recognizes that the [Patient Protection and] Affordable Care Act requires the Secretary to make full
payments to issuers. In that event, HHS will use other sources of funding for the risk corridors

payments, subject to the availability of appropriations.”

6 questions for the sponsors of the new
campus sexual assault bill

If Democrats don't like what Obamacare says,
they need to find the votes to change it

But no money has been appropriated for the risk corridors, and — with a GOP-controlled House — none Featured Writers

will be. Given the absence of appropriated money, therefore, the nonpartisan Government
Accountability Office (GAO) asked HHS under what authority it would make such payments to insurers.
(As the nonpartisan Congressional Research Service has put it, federal agencies are prohibited “from
making payments in the absence of a valid appropriation,” and Obamacare’s risk-corridor section “would
not appear to constitute an appropriation.”) HHS replied to the GAOQ, “As section 1342 of PPACA
requires the Secretary to establish and administer the risk corridors program and requires the Secretary
to collect payments from and make payments to certain QHPs [qualified health plans], section 1342

Byron York Miohael Barone Paul Bedard

washingtonexaminer.com

authorizes the collection and payment of user fees to and from the QHPs. The Official
. " . . e weeklystandard.com
In reality, however, Section 1342 — which contains fewer than 500 words, none of which is “user,’ OBAMA HEAD

“fees,” or anything akin to “user fees” — does nothing of the sort. The administration is merely trying to
appropriate money to itself, bypassing Congress. Otherwise stated, the administration plans to use
lawless means to pay off insurers who were hurt by Obama’s lawless refusal to execute Obamacare as

OUR WRITERS
written. . -
What's more, the bailout will be big. The Oversight Committee found that, while insurers expected that E,; WRSTOL @ TARNES

only one-sixth of their exchange enroliment would come from people over 55 years of age, fully one-
quarter of their actual enrollees fit that category. Relatedly, the report finds that insurers and insurance

BOOKS, ARTS AND SOCIETY
co-ops now expect a third more money from the risk-corridor bailout than they did on October 1, 2013. i

That bailout, Oversight reports, is now likely to be in the ballpark of $1 billion. To put that into Feel the Burn
perspective, the year before Obama took office, the ten largest health insurers’ total profits were only $8 Read more.
bi — combined v
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out completely, or even build up enough cash value where it can make your
premium payments for you. And your would-be broker will mention all of these
fine features when he tries to convince you to buy a policy. It's not just insurance --
it's an investment.

This accrual of cash value is the primary reason that whole life insurance policies
are more expensive than term life insurance policies, which do not build any cash
value. Term life insurance only covers you for the length of the term you've bought
the policy -- and for as long as you make the payments. When the term is over (or
you stop paying), you have nothing to show for it. Unless you die and your heirs
collect the policy, it simply expires, and you would have to purchase new coverage
if you want it.

So, if whole life insurance has inherent value and is more an investment than an
insurance plan, why don't more people buy it? Probably because life insurance is
often a poor investment. While it produces a low but steady annual return, other
types of long-term investments often outmatch the gains you can earn from it.

‘Why Whole Life Insurance Gets a Bad Rap

Most Americans are just fine with a term life insurance policy -- a relatively low-
cost safety net to to protect the people who depend on your income and other
contributions should you die prematurely.

How much you need depends on the expenses you expect it to cover -- if you're
responsible for mortgage payments, or expect your income to fund your children's
college tuition, you'll need more. But when those needs are in the past, you often
don't need much life insurance.

Trending News

Queen Elizabeth's cash crisis: Monarch
‘down to last million’

Obama to sign executive order raising
minimum wage for federal contractors

Rare winter storm moves into the
Deep South, bringing snow, ice

Report: Justin Bieber's model friend
tries to sell story of his DUI bust

Wonderful robotic world of bionics
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Retirement

Calculators
Build your nest egg

A whole life policy is with you for your entire life as long as you make the insurance
premiums. But what do you need that money for if your kids are grown and your
mortgage is paid?

A 20- or 30-year term life insurance may be a better option for many families. And
it's a whole lot cheaper. A $100,000 whole life policy for a healthy 20- or 30-
something may cost about $150 per month. But the same person can often get a
30-year term-life-insurance policy that pays out $500,000 upon death for as little
as $20 a month.

Many insurance brokers push whole life policies because they provide them with
the juiciest of commissions. And of course, every family's situation is different. For
example, there are a few interesting uses for whole life insurance that make it a
good deal for wealthy individuals. But the vast majority of Americans would
benefit more from term life policies.

‘We Don't Want to Disappoint Our Friends

Our friends mean well. And it's hard to tell them that we don't want to buy the
whole life insurance they're selling. That's the problem my friend recently ran into.
How do you tell someone you've known all your life -- someone who was a
groomsman in your wedding -- that you're not interested?

Most of our friends are just trying hard to make a living. They want to succeed.
And we want them to succeed in their new professions, but not at the expense of
our own financial security.

So, no, I don't want to buy whole life insurance, nor a life insurance policy for my
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new baby, who, though adorable, has no income to replace. Far too often, it feels
like a multilevel marketing pyramid scheme where the brokers and those at the top
are making money feeding off those of us at the bottom.
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My brother-in-law recently joined the ranks
of investment managers at a large national
brokerage house, where he'll have to sell the
brokerage services in order to earn a
commission and a paycheck. It's only a
matter of time before he approaches his
sister and me for a sale.

So How Do You Tell an Old Friend
No?

‘We've known these people for years -- even
decades. How do you tell an old friend you
don't want to buy the product he's selling?

The longer you indulge your friend, the more trouble you'll have. Like a Band-Aid,
it's best to simply rip it off fast and say no.

My friend made the mistake of stringing his buddy along. He kept telling him that
he wasn't sure or that he needed to talk to his wife. Deep down he knew that whole
life insurance wasn't a good deal for him.

I recommend being open and honest. If your would-be financial product
salesperson is truly your friend, he'll understand that you're not interested. It's not
personal; it's just business.
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Traci Daberko Straight Talk w A
Retirement-minded investors have snapped up hundreds of billions of dollars of variable

annuities with benefit guarantees. Now some insurers are trying to persuade owners to
walk away from their policies. 3

Bus Attack in Sinai
Kills Tourists

Variable annuities combine a 401(k)-like investment account with the equivalent of an

insurance policy. They appeal to investors approaching retirement with a promise of

guaranteed regular payouts that could reset higher if the policy's underlying investments

fare well. 4 The Value of Office
'Disrupters'

Yet the products usually have higher fees than plain-vanilla "immediate" annuities,

which deliver an annual payout in return for a lump-sum payment. (Variable annuities

are complicated enough—and consumers are confused enough about them—that the

Securities and Exchange Commission issued an investor bulletin this month explaining

how they work.) m‘:;hv:’ th:)l':l

Some insurers that sold products with rich guarantees are trying to dissuade longtime

customers from holding on to their contracts. In addition to offering to buy back variable

annuities with benefit guarantees, insurers are limiting investment choices, raising fees

and blocking additional account contributions. VIDEO

The goal is to limit future payouts on accounts whose balances have tumbled at the 1 g;gl?naligzm;; SimI ;f;s

same time ultralow interest rates hurt insurers' own investment returns. Questions

Insurers have sent out a flurry of letters in the past year informing annuity owners that

their accounts are being shifted into more-conservative investment options—unless the

owners opt out. 2 A New Hope for the
Digital Camera
Market

ONLY $1 AWEEK FOR 12 WEEKS
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Michael Manon, a retired lawyer and entrepreneur who in March 2009 invested
$120,000 in a variable annuity with a guaranteed-income rider, turned down an offer this
month to sell the contract back to his insurer. His account is now worth more than
$250,000.

"I still want the protection,” Mr. Manon says, pointing to the stock market's January
downturn as a reason why he values the guaranteed payout.

He decided to turn down the buyout offer after consulting a financial planner with a
specialty in counseling investors and advisers on the pros and cons of such annuities.

When should you consider getting out of an annuity with a guarantee? If you aren't
seeking income as the main goal, if you have been diagnosed with a medical condition
that severely shortens your life expectancy or if you have a dire need for a lump sum of
cash, experts say.

Otherwise, consider holding on—as long as the contract still offers a broad range of
stock investments, the income guarantees are higher than what you could get for such a
product if you bought it now, and you still want a steady income stream in retirement.

If you—or your parents—are holding an annuity and having second thoughts, here are
some strategies to consider.

Stay aggressive.

Some insurers, including AXA's AXA Equitable Life Insurance, have
sent letters to investors informing them that their assets would be shifted automatically
from the growth funds they originally selected into lower-cost index funds, unless the
investors opt out of the change.

Market
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"We were very clear that the offer was voluntary and that it may not make sense for Compare the Cost of Glasses to A
everyone,” an AXA spokeswoman said. "But for some customers, their circumstances ';:esf'; S
may have changed and it may make sense."
There is no reason to invest conservatively with assets for which you are paying an
income guarantee, says Mark Cortazzo, a certified financial planner in Parsippany, N.J., §
N N N Retirees who shouldn't be frugal
who two years ago started Annuity Review, a service that charges about $200 to Bankrate.com
analyze an annuity contract.
Roger Rose, an 82-year-old retired doctor in South Salem, N.Y., bought a variable
annuity about six years ago with a lifetime guarantee of a 6% annual return. After a
financial adviser shifted his annuity investments last fall to money-market funds from 7 Employees You Should Fire Now
stock mutual funds, Dr. Rose worked with Mr. Cortazzo to shift back to equities. Fox Business
"Insurers are mapping people automatically to these new options, but they still may
have options available that are more consistent" with their original investment plan, Mr.
Cortazzo says.
Cut a deal before you get out.  Notice
In cases where investors decide to dump their annuity and the insurer isn't offering a iShares Minimum
buyback, they may have to pay surrender charges to get their money back. At least one Volatility ETFs.
investment-advisory firm, Fisher Investments of Camas, Wash., is offering to cover that Funds that seek to
charge in lieu of its annual fee to new clients who, in turn, invest with the firm. minimize the market's
ups and downs.
Pam Brehm, a 59-year-old state-health-department investigator in Denver, bought a
variable annuity with a benefit guarantee six years ago after her husband, a banker,
was forced into retirement following a merger. He had beaten cancer five years earlier,
i iShares’
by BLACKROCK v
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Fisher Investments is paying back $14,400 of the couple's $17,000 surrender charge, A

the firm says.

Nathan Fisher, who oversees the firm's annuities evaluation business, says the firm has
reviewed more than 4,500 annuity contracts since September 2011. Among 520
contracts it analyzed from February through August 2013, the average annual fee was
3.4%—compared with the roughly 1% to 1.5% that investors typically pay other
professionals to manage their investments.

Focus on the death benefit.

With some older annuity contracts, you can withdraw nearly all the assets to invest
elsewhere, but be sure to keep a minimal amount in the contract to preserve the death
benefit for your heirs.

For example, if you had a $200,000 guaranteed income amount and an actual account
value of $100,000, you might be able to take out $99,000, leave $1,000 in the account
and still preserve a $101,000 death benefit, Mr. Cortazzo says.

"I've got people with hundreds of thousands of dollars' worth of death benefits, and only
a couple grand sitting in their accounts,” he says.

About those heirs, he adds: Don't name a trust as a beneficiary. Doing so could
disqualify your surviving spouse from your income benefit.

Write to Kelly Greene at familyvalue@wsj.com

SgEmail @hprint  E3sve €@ Wy comments [Gorderreprins [ 7 [in|
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iShares Minimum
Volatility ETFs.
Funds that seek to
minimize the market's
ups and downs.
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Axa to pay $20M fine for
handling of variable annuities

A New York regulator alleges that the insurer limited the returns of
legacy variable annuity clients

By Darla Mercado 22 Shares

Mar 17, 2014 @ 2:58 pm (Updated 3:20 pm) EST

Print E-mail  Order Reprints

Axa Equitable Life Insurance Co. on Monday
agreed to pay a $20 million fine to the New MOST POPULAR

York Department of Financial Services after the

regulator accused the insurer of limiting returns Most Commented
for legacy variable annuity clients without

R 1. Advisers confront shrinking fortunes
proper notice.

2. Wirehouses sweeten succession deals for
retiring advisers

Back in 2009, 2010 and 2011, Axa filed
requests with the NYDFS to amend and restate 3. Axa to pay $20M fine for handling of variable
the Plans of Operation for certain variable annuity contracts, allowing Axa to add its annuities v
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Tactical Manager Strategy. Axa's Tactical Manager strategy uses derivatives to lower

volatility during rocky markets, aiming to smooth clients' returns.

Though the NYDFS had cleared Axa's requests at the time, the agency is now saying
that the insurer failed to inform and explain to the department the significance of the

changes brought about by introducing the Tactical Manager strategy to existing
policyholders, according to an announcement from the NYDFS.

Let freedom ring.
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independent advisor you
want to be.

an COMMONWEALTH financial network ~ commmonwealth.com

consent order.

“For example, the filed requests to
amend and restate the Plans of
Operation did not address how existing
policyholders who had not elected to
invest in the ATM Strategy could end up
invested in such funds,” the department
noted in its March 17 consent order.

NYDFS only approved the filings
because it believed the changes were
“merely routine additions of funds and
similar alterations,” according to the
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The Oversight report adds, “It is impossible to know how much of the increase in the industries’
expectation for the size of the bailouts is the result of a less healthy exchange population than originally

anticipated and how much of the increase is from the Administration’s rule changes to make the bailouts

more generous; however, both factors are likely significant.” Moreover, both relate to Obama’s lawless

suspension of the portion of the legislation that was causing him the most political fallout.

From Around the Web

So, what do Americans think of bailing out insurance companies on their own dime? Recent polling by
McLaughlin & Associates, commissioned by the 2017 Project, asked, “If private insurance companies
lose money selling health insurance under Obamacare, should taxpayers help cover their losses?” By a
tally of 81 to 10 percent, respondents rejected that notion

Representatives Leonard Lance and Bill Cassidy have introduced a bill to repeal Obamacare’s insurer
bailout. Passing it would be a win for those opposed to Obamacare, cronyism, and corporate welfare. It
would also be a win for those supportive of Main Street Americans, the rule of law, and repeal.

3 Things You Didn't  Are You Infected?
Know About...

If the House does indeed pass such legislation, one thing seems certain — senior White House officials
will convene with their insurance allies to decide their next move.

Related Stories

Study: Obamacare to Cost Large
Employers '$4,800 to
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Rather, the ATM Strategy can limit gains that a client would otherwise receive,
according to the Department. Further, it may also lower the value of certain guaranteed
benefits that are eligible for periodic benefit base resets; the client is only eligible for a
benefit base reset when his or her account value rises, according to the consent order.

“The changes effectively changed the nature of the product that the policyholders
purchased, yet Axa did not explain in its filings to the department that it was making
such changes to its variable annuity products,” the NYDFS noted in the consent order.
These filings affected “tens of thousands” of policies in the Empire State, the agency
said.

A change of that magnitude would have required the NYDFS to put consumer
protection measures in place, including requiring existing customers to opt into the
revamped annuity instead of staying there by default, according to the agency.

The carrier has until April 1 to pay the civil penalty.

Axa spokeswoman Discretion Winter declined to make anyone available for comment,
but referred to a written statement.

“Following regulatory approval of the availability of investment options that include the
managed volatility strategy, the New York Department of Financial Services last year

0% Inbo:

IN Axa to pay $20M fine for han.. ||

border shifts http://t.co/VXML9OXGRA via
@MarketWatch

Jeff Benjamin Mar 18 06:14AM
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Independent broker-dealers, ranked by alternative
investment revenue
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1. Ameriprise Financial Services Inc.
2. LPL Financial LLC

3. Commonwealth Financial Network
4. Lincoln Financial Network

5. Cambridge Investment Research Inc.
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“Following regulatory approval of the availability of investment options that include the 5. Cambridge Investment Research Inc.

managed volatility strategy, the New York Department of Financial Services last year

requested information as part of a post-approval analysis,” according to Axa's

statement. “This request for information was previously disclosed in our public filings.” MOST WATCHED VIDEO

“The NYDFS has completed its review and found that Axa Equitable should have The most powerful Social

Security claiming strategy

communicated better to NYDFS when it made certain technical filings required under
February 10, 2014

New York law,” the statement said.
Practice Makeover: Episode 3
In recent months, regulators at the Securities and Exchange Commission have March 07, 2014
signaled that they are keeping a close eye on product filings and updates to

existing variable annuity contracts that could potentially curb investors' returns or hurt

Advisers: Take your practice

their ability to build their benefit base by keeping them from contributing more money to the next level

to the contract. Further, the Financial Industry Regulatory Authority Inc. has 0:40) February 04, 2014
indicated that advisers are still on the hook for suitability with respect to old variable

annuity contracts that undergo updates and changes. ¢ VIDEO SPOTLIGHT

We see opportunity In a global

Darla Mercado | Email | @twitter | Linkedin | Google market of bonds

Darla Mercado covers life insurance, annuities and retirement products for
InvestmentNews, and she's looking for advisers' informed opinions, plus chatter on
products and other industry developments.
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Gerber Life Insurance Co. advertises a $10,000 policy for "pennies a day"
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especially true if you have some savings and have the funds to pay for

funeral costs should the worst happen."

2. Whole life insurance. Unlike a term life insurance policy, which only

runs for a specified number of years, whole life insurance covers the
policyholder's entire life. The policies are more expensive than term life
insurance because the risk is for a person's whole lifetime. But they also

Sponsored Links Ad Choices [>
3D Printing Stock - PUGE
The Most Advanced Perso...
www.pugettechinc.com

Invest in FTTN

A New Era Is Emerging In Energy Markets
& FTTN is ahead of the curve!
www_firsttitanenergy.com

Invest in RBCC

Transforming Genetic Testing in a Multi
Billion Dollar Market!
www.rainbowbiosciences.com

Buy a link here

have a cash value, which grows over
time, and which the policyholder can
use or borrow against. This makes
them an investment, though not a
generally high performing one. It's
especially not a good deal for young
people, says Matt Becker, a financial
planner who has written about the
subject.

"Life insurance is great when used
properly. Whole life insurance is
usually just expensive and
burdensome," Becker says.

Stauffer says he had a 28-year-old client ask him if he should keep the
$10,000 whole life insurance policy his parents have been paying on for his
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entire life, or take the cash out. They did the math, Stauffer says, and found
that his parents had paid close to the entire death benefit in premiums, but
the cash value was only worth $2,000. He cashed it out and invested the
money.

3. Industrial life insurance. Also called accidental-death insurance,
these policies often have low values and cover you in the event of mishaps
such as losing an eye or limb at work, or dying in a car wreck or fire at
work.

"It all sounds good, but [this type of policy] is riddled with exclusions,' says
lawyer Mark Hankins. "The policy was once sold door-to-door to laborers
with weekly payments and known as the 'Little Giant." Its creator boasted
on his deathbed he had never paid a claim."

4. Guaranteed Issue policies. These are life insurance policies that
don't have any exam requirements -- they don't even make you answer any
questions about your health -- so they can be quick and easy to get, says
Hirschkorn, the insurance agent.

"The issue is that these policies are expensive, and also don't pay out the
full death benefit in the first two years," he says. "This type of policy should
only be considered as a last possible resort for someone with major health
issues that can't get approved for a regular policy, not for anyone else where
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4. Guaranteed Issue policies. These are life insurance policies that A
don't have any exam requirements -- they don't even make you answer any

questions about your health -- so they can be quick and easy to get, says

Hirschkorn, the insurance agent.

"The issue is that these policies are expensive, and also don't pay out the
full death benefit in the first two years," he says. "This type of policy should
only be considered as a last possible resort for someone with major health
issues that can't get approved for a regular policy, not for anyone else where
it would be a waste of money."

5. Final expense insurance. With a typical death benefit of $10,000 to
$25,000 for people 65 and older, the policies are meant to cover a funeral
and other expenses after someone dies. TV ads promise coverage for a "few
dollars a day," but even at that low price, it isn't worthwhile, says Justin M.
Follmer, a wealth adviser and insurance professional in Charleston, S.C.,
Someone 65 or older can often buy a much larger policy for the same costs,
Follmer says.
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Axa SA (CS) is exploring the sale of a U.S. subsidiary that shoulders risks tied

North America, according to people familiar with the matter.
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The insurer is working with Morgan Stanley (MS) to evaluate options for
Jersey City, New Jersey-based Axa Corporate Solutions Life Reinsurance Co.,
which could fetch $200 million to $300 million in a sale, said the people, who
asked not to be identified because the matter isn't public.

Henri de Castries, the chief executive officer of Paris-based Axa, has been
divesting unwanted assets to focus on growth opportunities in emerging
markets. Last year, Protective Life Corp. paid $1.06 billion for Axa’s Mony Life
Insurance Co., adding a block of life insurance and annuity contracts, most of
which were issued prior to 2004. Axa still offers retirement and insurance
products in the U.S.

Hartford Financial Services Group Inc., CNA Financial Corp., London-based
Aviva Plc (AV/) and Canada’s Sun Life Financial Inc. are among companies
that have made deals to limit risks tied to annuities. The retirement products
became toxic for life insurance companies during the recession because their
liabilities swell when stock markets decline.
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The kiosks are part of a push by the
biggest U.S. life insurer in assets to
reverse a long slide in sales of life
insurance to the middle class. Instead of
the army of agents that used to sell
policies door-to-door and over
conversations at the kitchen table,
MetLife is trying an experiment that

MetL ife manager Ray Burton, at a Wal-Mart kiosk in includes touch-screen-equipped kiosks at
Roswell, Ga, says sales resus o far are intriguing * g 5
Troy Stains for The Wall Street Journal 223 Wal-Mart Stores Inc. (WMT -0.83%

locations.

As he watched for about 90 minutes, just two shoppers stopped to check out MetLife's
insurance offer. No one took a $5 card needed to activate the new coverage with a
follow-up phone call.

"You don't go into something like this assuming you'll have a blockbuster," said Mr.
Burton, wearing bluejeans and a determined expression. "It's a learning process."

Read More MetLife won't disclose financial results
= The Basics of Buying Life Insurance for the Wal-Mart effort, but the New York
insurer said in June that it expects to
suffer about $40 million in losses this year on startup costs and other expenses tied to
direct-marketing initiatives in the U.S. MetLife reports second-quarter results July 30.

Even rival insurers are hoping for the best. "As an industry...we need to change these
sales] trends," said Mark Hug, an executive vice president in Prudential Financial Inc.
PRU -0.53%) 's individual life-insurance unit. The Newark, N.J., company also is trying
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MetLife's premiums on policies sold to individuals last year totaled $409 million, a
decline of 26% from $553 million in 2005. Industrywide sales of individual life-
insurance policies are down 45% since the mid-1980s, according to industry-funded
research firm Limra. About 30% of American households have no life insurance at all, 2 x‘ht‘ﬂ‘;s l}lowtpl’
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The change in strategy partly reflects investor pressure on some insurers to trim their
reliance on some types of variable annuities, which let buyers invest in stocks and
bonds on a tax-deferred basis, somewhat like a 401(k) or individual retirement Air Algerie Flight
account. Those annuities were hit badly during the financial crisis, and chronically low 3 Likely Crashed in
interest rates since then have made it more costly for insurers to hedge against Mali
potential losses.
Variable-annuity sales at MetLife got "out of whack" compared with other business
lines, said William Wheeler, president of the insurer's Americas region. Executives 4 Air Algerie Saga
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For generations, many middle-class and lower-income families saw life insurance as a now Wlth
staple of basic financial planning. MetLife prospered with its strategy, born in the late W kl
1800s, of hiring agents to canvass neighborhoods with "workingmen's" insurance, ee y
typically just big enough for burial expenses. exp i ratio ns

MetLife and other insurers got another big boost from "permanent life" policies, which
combine a death benefit with a tax-deferred savings vehicle.

But traditional life insurance began losing popularity with the rise of mutual funds and
401(k)s in the 1980s. Financial planners urged many Americans to buy cheaper, bare-
rm life" coverage—and pour more money into products aimed at helping
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bones "term life" coverage—and pour more money into products aimed at helping
them have enough money in retirement.

The lower premiums on term-life policies chased agents who rely on commissions out
of the insurance business or into products aimed at wealthier Americans, including
variable annuities. Permanent life policies remain popular among people in higher tax
brackets because savings grow tax-deferred.

Another reason for the sales decline: MetLife, Prudential and other insurers that went
public in the 1890s and early 2000s got more fixated on the bottom line. As a result,
insurers shrank their ranks of in-house agents to save on recruitment, training and
other costs. They farmed out sales to securities brokers and independent financial
advisers, who also tend to have well-to-do clients.

Melina Ahmadpour didn't know that her mother, a hair stylist in a Las Vegas casino,
had no life insurance and little savings until shortly before the mother died of cancer in
2009 at the age of 52. "No one ever talked to her about it," said Ms. Ahmadpour, now
24 years old.

Relatives pulled together about $20,000 for Ms. Ahmadpour and her older sister.
Nearly half of it was spent on burial costs. To raise more money, the sisters put their
mother’s property up for sale on Craigslist.

"Strangers came into our apartment, bargaining to get the price down," she said. Ms.
Ahmadpour has had 10 different jobs since her mother died and lost a college
scholarship because her grades suffered. Ms. Ahmadpour believes she would have
earned a master's degree by now if her mother had bought life insurance.
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Last year, MetLife got 16% of its total operating eamings of $6.29 billion from the
company's U.S. individual life-insurance business and 25% from retail annuities. In
addition, about 30% of MetLife's operating income now comes from outside the U.S.

Prudential, the nation's second-largest life insurer, earns about half its operating
income in other countries. During the financial crisis, Prudential and MetLife both
acquired non-U.S. life-insurance operations from American International Group Inc.

Insurers have been successful at persuading companies to offer life insurance as an
employee benefit. But that makes some Americans feel even less need to buy life
insurance on their own, even though employer-provided coverage can be lost when a
job ends and usually carries a small payout amount.

One rule of thumb among insurers, financial planners and consumer advocates is that
a family's breadwinner should have enough insurance to replace five to 10 years of
income.

But only 4% of private-sector workers who have employer-sponsored policies are
covered for more than two years of earnings, according to a Labor Department survey
in 2013. More than 60% are covered for just a year's pay.

Research firm Conning Inc. estimates a "life-insurance protection gap" of more than $3
trillion for the middle quintile of Americans. Households with average annual income of
$50,477 need $166,000 more life insurance than they have, even after other financial
assets and Social Security survivor benefits.

That is where Mr. Burton comes in. A former All-American swimmer at the University
of South Carolina, he spent four years at E*Trade Financial Corp. (ETFC -2.54% ] ,
creating marketing strategies to encourage retail investors to open money-market
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‘accounts at the online brokerage rather than traditional financial firms.

At MetLife, Mr. Burton's team includes about 45 people who are tackling the
challenges of distribution, sales and underwriting. Many of those employees were
hired from companies skilled in selling online and by phone, such as banks and credit-
card issuers.

MetLife has a total of 65,000 employees. Mr. Burton's boss is a former chief marketing
officer at online florist 1-800-Flowers.com Inc. (FLWS -0.73%

Unlike most industries, online sales of life insurance haven't taken off, largely because
getting the best rates depends on the applicant's health and requires a review of
medical records and a blood sample.

To overcome that hurdle, MetLife is developing a website that will connect to
prescription-drug, motor-vehicle and other databases to verify and analyze information
submitted by applicants for policies as large as $500,000.

MetLife also has begun selling "final expense" policies for the first time in decades.
Such policies carry payouts as small as $2,500 and are less risky to the insurer than
bigger policies. Coverage can be bought with no medical questions asked.

Buyers dial a toll-free number, and MetLife's technology automatically routes calls to
agents with the correct state licensing. MetLife is ramping up its use of television ads
to promote the policies.

The Wal-Mart experiment began in 2012 with "insurance in a box" that was displayed
on shelves. The boxes contained a prepaid card good for one year of coverage.

"It looked nice, but it was expensive to produce the box" and displays, Mr. Burton said.
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on shelves. The boxes contained a prepaid card good for one year of coverage.

"It looked nice, but it was expensive to produce the box" and displays, Mr. Burton said.
Another problem: Many shoppers were put off by having to decide the size of their
new life-insurance policy at the store and pay a one-year premium at the checkout
counter. It usually cost a couple hundred dollars.

The first kiosks were installed in 2013. After the initial $5 payment for the first month of
coverage, buyers switch to a monthly premium based on gender and age. Rates are
set at a "blended" level between the insurer's normal premiums for excellent and poor
health and smokers and nonsmokers.

That means people with the best health can get better prices elsewhere. MetLife isn't
aiming to be the cheapest seller. It wants to offer an affordable price that is easily
accessible.

Mr. Burton said many consumers use the digital screens on kiosks to calculate how
much insurance they can buy for $20 to $30 a month, working backward to the size of
the policy.

The kiosks at Wal-Mart pitch a death benefit of as much as $50,000, but MetLife's call-
center agents can sell coverage with a face value of as much as $100,000 to buyers
who want bigger policies.

One afternoon in May, Gene Richards, 51, checked out a MetLife kiosk while waiting
in a pharmacy line at a Wal-Mart in Greenville, S.C. He wanted the rates for a 65-year-
old, since he hopes to retire at that age from his job as a machinist at a packaging
manufacturer.
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"Too dad-gum high," Mr. Richards said of the $66.75-a-month cost for a $20,000 life-
insurance policy. "Maybe I'd do better putting money in the bank to pay for my
funeral."

When buyers call a toll-free number at MetLife to activate the policy, employees ask
about a dozen specific medical issues. Buyers with heart conditions and certain other
illnesses could be offered smaller policies with two-year restrictions on payouts,
according to MetLife.

Skeptics question whether the direct-sales approach can ever match the effectiveness
of real-life insurance agents. "People still have to be moved from the intellectual 'l
need to do this' to the actual doing it," said David Woods, 77, an agent since 1966 with
Massachusetts Mutual Life Insurance Co.

MassMutual, a policyholder-owned insurer based in Springfield, Mass., remains
committed to hiring and training a large sales force.

For now, MetLife's pilot project with Wal-Mart is limited to Georgia and South Carolina,
which rank in the bottom half among U.S. states in median household income. Mr.
Burton said the results there are "intriguing” enough that MetLife will expand to a
couple of other states soon.

"l have to figure out something," said Bob Hester, a forklift driver who looked at a
MetLife kiosk while shopping one evening in Commerce, Ga. He decided not to buy a
life-insurance policy on the spot because "it seems like $5 here and $15 there. It adds

up."

Yet other facts of life nagged at him. Mr. Hester has three school-aged children and
almost no savings. He ought to buy a policy, he said, but "it's just taking time to do it."

Write to Leslie Scism at leslie.scism@wsj.com
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1. You actually have too much life insurance

Americans bought more than $1.7 trillion worth of individual life insurance coverage in
2012, according to the American Council of Life Insurers, a trade group. Overall, there was

$11.2 trillion in individual life insurance policies in effect in 2012 , up from $9.3 trillion in
2002

ZURICH'

But many people may be buying too much insurance, or buying the wrong kind. For one
thing, 64% of policies are “whole life” or “endowment” policies, which combine a “death Most Popular
benefit” (which pays money to your survivors if you die) with some kind of savings or
investment mechanism. Whole-life coverage is usually more expensive than term life,
which provides only a death benefit, and some financial advisers view whole life as an
inefficient way to build savings

1. MARK HULBERT
U.S. stocks will be ‘very
disappointing’ for 10 years

Consumers have also been buying larger policies. The average face value of a policy in
2012 was $163,000, up 37% from a decade earlier—a faster increase than the rise in

Social Security loophole’s huge
average salaries over the same period, according to the Social Security Administration

windfall opportunity

The insurance industry argues that, if anything, most Americans have too little insurance.

About 30% of U.S. households have no life insurance at all, according to Limra, an 3, 10 THINGS
industry-funded research group. “If everyone got the recommended coverage, the 10 things your life insurance
minimum face value held by Americans should be almost $60 trillion in 2013 and perhaps agent won’t say

as high as $88 trillion, based on only labor compensation,” says Whit Cornman, a
spokesman for the ACLI

What's the right amount of life insurance to have? There’s no cookie-cutter answer.
Financial advisers say it's generally a good idea for family breadwinners to have a policy
big enough to pay off their mortgage. After that, it's a question of whether your survivors
will need to replace your lost income for help in paying for daily living expenses, and for j—

longer-term goals like college and retirement. & big-bank stocks with the best

w3 Life_insurance_comp... || M CAMy Webs\rwpfs - 10 things life insuran... | X3 ~ 4 fll al  &20am

Murderer turned stock picker is
‘Oracle of San Quentin’
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12 hours ago + Dennis Beaver /(0) Comments

Today’s story is a modern day version of David and Goliath where Prudential Financial, the second
largest American life insurer, is Goliath.

This behemoth of a company is no stranger to jerking around policyholders and was involved in a
billion dollar class action lawsuit in 2000. Prudential radiates a corporate arrogance which we
discovered while trying to help Hanford Sentinel reader “Mike” obtain payment on a life insurance
policy on his wife, “Susie” who, after a lengthy

illness, died in July of 2011.

“You Divorced Before Her Death”

It was a “Dependent Life Insurance Policy” obtained while Mike was employed by Lockheed-Martin
and premiums were paid over 20 years. While the couple divorced in May of that year, in a recorded
phone conversation with a representative of the Lockheed-Martin Employee Service Center, Mike
was told that the life insurance policy on Susie could remain in effect if he wanted. He did, and
continued to make premium payments.

In general, this type of life insurance requires a couple to be married, but there are many reasons
why coverage can still remain in effect, for example, court ordered child support, or other financial
issues, which was Mike’s situation. He explained to us that his wife’s medical problems led to

ish her death, but sadly, ng the policy was the only

tremendous debt issues. He did not
0 Inbox - t4money@o.

& Google News

hop  Classifieds = Special Secti

HS| You and the Law: Prudential ‘ ‘

Homes  Jobs
scan or an MRI?
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way he could recover financially. rggE

Of course, none of this mattered to Prudential, who refused to pay the death benefit. We were met

with a “Go pound sand!” attitude by them as well. No, they weren’t paying this claim, not now, not An Enchanted Florist
ever. Mike needed to retain a lawyer promptly, as the clock was ticking on Prudential’s appeal

process. He needed a “David.” 595840125

For the next two years, attorneys Ron Jones and David Kahn of the Kahn, Soares and Conway law
firm in Hanford would prove to be more than a match for Goliath.

“Stonewalled and Lied To - But We Did Not Give Up”

“Insurance companies expect most people in Mike’s situation to just go away,” commented Jones,

“But if you are right, don’t give up! You have a right to appeal, which is exactly what we did, asking
Prudential to revisit the claim and to consider that Mike had been advised he could maintain the life
insurance policy on his wife.

Brown's Shoe Fit Co Inc

I'M LOOKING FOR:

LOCATED NEAR:
“Copies of all documents, notes, transcripts of recorded phone conversations, internal

communications - anything which supports your position must be asked for. But be aware that Hanford,CA
unjustified delays and playing hide-the-ball is often standard operating procedure. That was

i - i i i i Hint: Enter a keyword that you are looking for like tires,
precisely what we saw take place—over many months--including outright denials that they had T fe e et
certain information which we later discovered. We were stonewalled and lied to but did not give up. powered by Local.com

“Prudential claimed that Mike was informed on May 13th, 2011 that his divorce terminated the life — v

10:59 PM
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insurance policy on Susie, but they never could produce a recording of that phone conversation.

Internal communications painted Mike as someone who was trying to take advantage of a mistake
made by one of their representatives in not removing the dependent life insurance at that time,”
Kahn pointed out.

“It was obvious they never considered the possibility that he was telling them the truth, and then,
you have to imagine the look on their faces when, on September 24th 2012 this e-mail comes in:
‘We were finally able to locate the 5/31/11 call, informing him that he could keep the life insurance.
So, what should Prudential do now?”

“Obviously, basic ethics—simple right and wrong-would give a decision maker only one choice, and
a check should have been written immediately. But that's not what Prudential did. Instead, they kept
quiet about that stunning piece of evidence, and in a batch of documents sent to us, there was that
e-mail! It was the smoking gun, proof that Mike had been truthful,” Kahn stressed.

“We immediately brought it to their attention. And the response? ‘Sorry, you've provided us the
evidence too late. Case closed.’

“At that point, following Beaver's recommendation, we brought this to the attention of the California
Department of Insurance,” Jones stated.

Help From the Department of Insurance

You and the Law had been kept in the loop, and we, too, were amazed, that, despite proof
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“We immediately brought it to their attention. And the response? ‘Sorry, you've provided us the
evidence too late. Case closed.’

Videos

“At that point, following Beaver's recommendation, we brought this to the attention of the California
Department of Insurance,” Jones stated.

Help From the Department of Insurance

You and the Law had been kept in the loop, and we, too, were amazed, that, despite proof

that Prudential knew in September of 2012 that claim should be paid, still they refused.

. . . 35th Annual Chili Cook Off
It was time for us to contact the Press Relations office at the Insurance Department: “My reader The Kings County Special Olympics holds its annual Chili

needs your help, here is your file number, please look into this.” Cook-Off fundraiser at Hanford's Civic Park. (Apol

Hanford police body cameras

Hanford police officer Kevin
Wheat checks out a video of a
traffic stop taken with his new
b

Now, we can’t reveal what they and Prudential talked about, but a week later Jones and Kahn
phoned our office.

“We just got off the phone with Mike. He is holding a check in the amount of $119,000.”

Blues and Roots Festival plays in Hanford
You can reach this reporter at caguire@selmaenterprise.com Jimbo Furness and Deja Blues
start off the 14th Annual Blues
and Roots Festival in Hanford
o
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LPL Financial agrees to pay $541,000 for faulty variable
annuities switches in Massachusetts

Payment will reimburse senior citizens for surrender charges paid when switching VAs

Oct 14,2014 @ 11:34 am 56 oooa
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More bad news for LPL Financial regarding its oversight of sales of

variable annuities — Massachusetts securities regulators said Tuesday that LPL cuts Haustan branch ]
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charges they paid when they switched variable annuities, marking the
second time in four months that the firm has been in state securities

regulators' cross hairs over sales and exchanges of variable annuities.

LPL Financial at the end of June was hit with a $2 million fine and
ordered to pay $820,000 in restitution, for failing to maintain
adequate books and records documenting variable annuity exchanges,
known as 1035 exchanges. The fine and settlement were part of an
agreement with the Illinois Securities Department.

AtLPL's annual meeting in August, CEO Mark Casady declined to
comment further on LPL's settlement with Illinois regarding variable

annuities.

(Don't miss: LPL cranks up oversight in
response to regulators)

“LPL Financial is pleased to have settled this matter
in which we cooperated fully with the
Commonvwealth of Massachusetts regarding a legacy
issue that took place from Jan. 1, 2000, to Dec. 31,
2013,” LPL Financial spokeswoman Amanda Keating
wrote in an e-mail.

“LPL Financial has made its compliance and controls one of the firm's top

w3 warning_for_annuity.
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priorities,” Ms. Keating said. “The changes that LPL has implemented to its

PIM C O | vourGotstmsmnt Aoy

policies and procedures substantially enhance the supervision of variable
annuity exchange transactions. Moreover, these changes are part of a
broader effort to bolster the firm's compliance and controls functions.”

A HOT TODAY
The Massachusetts agreement covers 157 transactions, all involving persons
65 or older at the time of the transaction and living in Massachusetts. LPL N
LPL Financial agrees to -
has 15 days to offer the reimbursement to the senior citizens, according to pay $541,000 for faulty
the statement. variable annuities switches

in Massachusetts

LPL Financial, which is based in Boston and San Diego, has drawn the 5 top profit boosters for
attention of Massachusetts Secretary of the Commonwealth William advisory firms ;
Galvin's office in the recent past. In December 2012, Mr. Galvin sued LPL

Financial over the sales practices of its brokers regarding real estate
Selling away claims behind

LPL's termination of James @&

registered representatives who sold the nontraded REITs under terms that “Jeb” Bashaw

investment trusts. He charged LPL Financial with failure to supervise

violated both state limitations and the company's rules.

SEC seeks to bar adviser ‘
LPL Financial later was one of a half dozen broker-dealers that eventually who allegedly stole $2M - |
settled with Mr. Galvin and the Massachusetts Securities Division over the '
sales practices. LPL agreed to pay $4.8 million in restitution to clients. Handul of advisers control &
the majority of client
assets
In a memorandum of understanding with the Massachusetts Securities
Division, LPL Financial “acknowledged that certain annuity switch
transactions were conducted in the absence of accurately disclosed MUST WATCH
surrender charges or in which other determinations were not properly v
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Indexed universal life insurance faces fresh scrutiny

Regulators homing in on whether insurers are presenting a picture of performance that's too rosy
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Financial advisers working with indexed universal life insurance are finding
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disability, life insurance to
Financial advisers working with indexed universal life insurance are finding membe:ys “
themselves in the middle of a heated battle between state regulators and
the life insurance industry. Long-term care carriers

In an otherwise sleepy corner of the product market, indexed universal life

insurance has been a stand-out seller. As of the second quarter, it - N -
Life insurance companies /,%

accounted for 17% of overall individual life insurance premium this year, ranked by direct premiums " x

{afetnsura

according to Limra.

One of industry’s last
But now, regulators are taking a closer look at indexed universal life holdouts, N AIYFYA elects its

insurance out of concern that amid today's low interest rates, insurers are first female president

promoting a rosy picture for clients and promising outsized performance
for the policies. Broker-dealers are also keeping a close eye on how these
IUL products are presented.

L ft br ln “There is nothing inherently wrong with indexed WE ARE PIMCO
€ ain, universal life, but the chances of earning 8% or 9% —

it's not going to happen,” said Larry J. Rybka, chief Gulded by our
executive of Valmark Securities Inc. “Advisers need tl me-teste d

to look at this and say we can't take a bond yielding .

3.5% and turn it into something that produces 9%. aneStment
That's financial alchemy.” Nrocess
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Like its indexed annuity cousin, indexed universal
life insurance credits interest to a client's policy based on the performance

O,  susscise

of a market index, up to a stated cap. These life insurance policies also
buffer clients' cash value from downward movement in the event the
product fails to perform.

Also like the indexed annuity, IUL policies aren't directly invested in the
PIM C O | Your Gl inesment Aunory

market itself. Instead, the performance of the index is used to calculate how e

much interest is credited to the cash value of the life insurance policy. IUL
is a general account product, and the ability of the carrier to credit interest
to the product depends on how well its own investment portfolio of bonds

c e A HOT TODAY
is doing.

LPL Financial agrees to H
REGULATORY CONCERNS pay $541,000 for faulty

variable annuities switches .,

in Massachusetts
Ben Lawsky, New York's superintendent of financial services, is

investigating the sales practices of 134 carriers that sell policies in the Congressman tells Finra to
Empire State , according to the Wall Street Journal. hold CARDS

At the same time, the National Association of Insurance Commissioners’
i SEC approves rule change

life actuarial task force is weighing a pair of proposals from the American for greater transparency of
i ortium of carriers including nontraded REITs
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The dull life insurance industry of your grandfather's era is a distant memory. The
Financial Services Modernization Act of 1999 gave insurance providers more leeway to
sell products that combined insurance benefits with investment vehicles—which, in turn,
gave agents an opportunity to earn bigger commissions.

Why Is J.P. Morgan Private Bank bullish
on health care?

Why is J.P. Morgan Private Bank bullish on health
care? The bank's head of global equity explains.

But the changes generated a wave of
complaints from consumers who say that
their investment returns didn't live up to
agents’ promises. So-called indexed
policies, for example, offered customers a
chance to eam investment returns on
their savings, but many policyholders
didn't realize that their gains would be
capped. “Indexed universal life
policyholders missed out on several
points of yield that way,” says Glenn
Daily, a financial adviser and author of
several books on buying life insurance
products.

More recently, the industry and regulators have adopted new “suitability” standards for
these products, which theoretically require agents to make sure they match buyers’ needs
But buyers should always ask their agent about the assumptions behind an investment's

advertised return

Also, when selecting an insurance agent, its best to find out how long the agent has
worked in a state: The longer the track record in one state, the better, as it means there’s

a longer pay | you can follow.
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MetLife Inc. and New York Life Insurance Co. on how to address the
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Betterment launches robo-

issue. _ "
adviser for advisers

Though the ACLI's plan concentrates on helping clients get a better sense of

how crediting rates can fluctuate over a lengthy period of time. Using an 5 top profit boosters for (-]
illustrated maximum rate of 10% annually, the proposal from MetLife and advisory firms ; T v
the other carriers seeks to change how the industry calculates the expected i o
investment returns behind the policies.

MUST WATCH

“Our proposal ties into the investment strategies the IUL companies
employ to support their illustrations,” said Gene Lunman, senior vice
president of retail life and disability insurance products at MetLife. “To
support the rates [currently] proposed, companies would need to make
exorbitant long-term profits on the derivatives they buy to support these
products.” The assumption that an insurer can earn a 12% profit on its
derivatives bets is not appropriate, he added.

BlackRock's Koesterich: Now is the time
Ultimately, broker-dealers are also sharing their concern with regulators to rethink your bond holdings

that clients will underfund their policies if they're given unrealistic
Featured Video

projections, and that their policies will ultimately lapse as a result.

The scenario is further exacerbated if the client decides to take loans from
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the cash value, a practice some insurance gatekeepers say is worrisome,
particularly if the policy doesn't perform as expected.

Interest Rates and Income Investing
‘Sponsored by Federated Investors Inc.

“If we borrow from the policy at a 4% rate and have a year or two where the

index's performance is zero, and I'm assuming I'm making money on the .
) . . Searching for income? funds from
loan but I'm not, then what happens in the long term?” asked Jim Swink, Cick to leam more > lerated.

vice president of Raymond James Insurance Group. “That scares me.”

REALISTIC DEPICTIONS
UPCOMING EVENT
In the meantime, broker-dealers and insurance marketing organizations Webcast oct
are coming up with ways to encourage realistic depictions of IUL policy Help Provide A Comfortable 30
performance. Retirement
When it comes to saving for retirement in volatile
market conditions, clients face a tough question
“We call it 'Don't trust the ad on the box of software,"” said Allie Miller, Should I stay or should [ go? Many investors shy
away from investing when conditions are
CEO of AMZ Financial, an insurance marketing organization that rocky.Performance usually lags behind the

i s markets... Learn more
distributes and designs insurance products.

Sponsored by MetLife m
“We tell the advisers to take the current illustrated rate [of return], say it's

89%. and show them a

it meets the client's lon.
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Sponsored by MetLife m
“We tell the advisers to take the current illustrated rate [of return], say it's

8%, and show them a 7% or 6.5% rate and see if it meets the client's long-
term objectives,” he added. “If it does and you beat that level of return, then
you're a hero.”

Mr. Swink noted that some companies will depict policies earning as much
as 8.5% in credited interest. At Raymond James, advisers are required to
show a maximum interest crediting rate of 6%.

At Valmark, the firm supervises IUL sales as it does indexed annuities, and
it requires disclosures to the client to ensure they understand the basics of

RECOMMENDED NEXT
Allianz joins Wells Fargo's

the policy: You don't get dividends, the insurance company can change its new indexed annuity
rates and that this is a general account product. Advisers are required to p|atf0rm

run their illustrations with a 5% crediting rate assumption, Mr. Rybka
noted.

“I think every broker-dealer should do that,” he said.

0 What do you think?
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By EDLEEFELDT MONEYWATCH = September 13, 2016, 6:00 AM

Does "shadow insurance”
lead to dangerous debt
deals?

Comment Share Tweet Stumble / @ Email

Market Data
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Yogi Berra probably wasn’t thinking about insurance when he said, “It’s like deja n etW O r |<
vu all over again.” But he could have been.

In 2008, trillion-dollar insurer American International Group’s (AIG) house of « Check that all networ
cards collapsed with a thud and -- along with phony mortgages -- helped send the

U.S. spiraling into recession. * Verify that airplane r

* Make sure your wirels
Now some regulators and consumer advocates are challenging a concept known as

“shadow insurance.” It allows life insurers to take massive amounts of debt off

their books and transfer it to wholly owned “captives,” which are in reality

just units of the company, in return for “parental guarantees” to pay those Watch CBSN Live
subsidiaries if they get into financial trouble.

* See if you can conne:

More Man-Made Quakes
Expected To Shake Oklahoma

The problem: Those arrangements -- and there are
lots of them -- are kept secret. Only the insurer
and the insurance department in the state where
the deal was worked out know what the terms are.
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About Breakdown

Steve Weisbart, chief economist for the Insurance




image251.png
a

)| @ httpi//wcbsnews.com/news/does-shadow-insurance-encourage-dangerous-debt-deals/?google_editors_picks=true 00 ‘Whanhesegsu(( ‘gggmonManagemen ‘egoes “shadow i ‘e;mm ally, Smame] ‘ ‘ AKX
File Ecit View Favorites Tools Help

m y Steve Weisbart, chief economist for the Insurance m ~
{ ) Information Institute, which represents and

Play VIDEO lobbies for the insurance industry, makes no Charlie Rose Sits Down With
. bones about his concern. Presdient Bill Clinton

When life insurance

policies don't pay “We are worried,” said Weisbart. “These

Trump Makes Rebuttal To

transactions are not publicly inspected. You can’t
'Deplorables’ Remark

find the assets. And this secrecy creates anxiety.”

It could also create anxiety for those who have term life insurance policies (which
expire after a set number of years) and universal life insurance (which are
sometimes used to transfer assets to the next generation), especially if the
insurance companies following this practice don’t have enough in assets to pay off
their obligations.

Trump Camp Slams Clinton
For 'Deplorables' Remark

Shadow insurance isn’t legal in many states. In New York, where AIG’s crash still Latest Features
lingers, former New York Insurance Regulator Benjamin Lawsky warned in 2013
that shadow insurance amounted to “financial alchemy” and was “reminiscent” of
practices that contributed to the 2008 financial crisis.

F.i"" Solong, wage stagnation:
American incomes jump 5.2%

And Lawsky isn’t alone. Two federal monitoring groups formed after the 2008
crash, the Financial Stability Oversight Council and the Office of Financial
Research (OFR), have harshly criticized shadow insurance deals.

U.S. stocks plunge amid global
oil glut

.

“They can cloud ... an insurer’s financial positions

' LIFE INSURANCE  and create blind spots in the monitoring of threats Oll supply will keep outrunning

demand into 2017

2 TYPES to financial stability,” the OFR warned in a report
earlier this year.
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force the Iowa Insurance Division to disclose documents related to eight shadow
insurance transactions Transamerica has done in Iowa, warning that they could
“adversely affect the interests of shareholders, policyholders and taxpayers.” No
date has been set for a hearing.

“Towa’s limited-purpose insurer statute and regulation is not in the shadows,”
responded Chance McElhaney, communications director of the Iowa Insurance
Division. “Adopted in 2010, the legislation established a pragmatic approach to
address the nationally recognized problem of excess reserves related exclusively to
term insurance and universal life insurance with secondary guarantees.”

“As with all insurers, specific documents are afforded statutory confidential
treatment, and this is also true of limited-purpose subsidiaries,” he said,
adding that senior staff at the Iowa Insurance Department reviewed all filings.

Shadow insurance makes a life insurer more competitive. A paper published by the
Federal Reserve Bank of Minneapolis in May showed that the amount ceded to
captives by parent insurers had grown to $364 billion in 2012 from $11 billion a
decade ago. The result: Life insurers were able to reduce the price of their policies
by 10 percent and, coincidentally, give their executives raises.

© 2016 CBS Interactive Inc.. All Rights Reserved.

Comment / ¥ Share Tweet Stumble / @ Email

Ed Leefeldt

Ed Leefeldt is an award-winning investigative and business journalist who has worked for
Reuters, Bloomberg and Dow Jones, and contributed to the Wall Street Journal and the New
York Times. He is also the author of The Woman Who Rode the Wind, a novel about early
flight.
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3. Your child doesn’t really need life insurance

Insurers often persuade parents to take out whole-life insurance on their children, selling
the policies as savings vehicles to help pay for college or get them launched into
adulthood.

But James Hunt, a refired life insurance actuary
and former insurance commissioner of Vermont
who now works with the Consumer Federation
of America, says he tries to talk parents out of

~ ./ that move. Hunt says using the money to add to
the premium of an adult who is the family's
chief breadwinner is a better investment of
those pennies, especially as the adult gets
older and into their peak eamning years. Setting
up a tax-deferred savings account or an
investment fund will probably yield a better
return as a savings vehicle for the child

Shutterstock com

Start a savings account instead.

Also worth noting: The basic purpose of life insurance is to make up for the loss of a
breadwinner's income, so the likelihood that a family will have a financial need for the
death benefit they would get in the event of the death of a child is relatively low.
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4. This variable annuity is like a really expensive mutual fund

One of the industry’s most profitable and popular products is the variable annuity, which
combines a death benefit, mutual-fund investing and the option for a guaranteed income in
retirement. About $143 billion in variable annuities were purchased in 2013, more than
double the annual sales of fixed-annuities, according to the Insured Retirement Institute, a

trade group.

Insurers have long pitched variable annuities as a retirement-savings vehicle for people
who max out their 401(k)s or IRAs. Like a lot of other insurance-investment hybrids, they
can reap substantial commissions for the agents who sell them. But many consumers and
financial advisers have complained about their complexity—and their costs.

Your Closet: A window into mental
health?
Psychologists say closels can be a window into

people's mental health, whether they're spare or jam-
packed

Because of all the different components
that go into an annuity—the income
component, the investments, the death
benefit, and of course, those
commissions—their annual expense
ratios can reach as high as 3% of the
invested assets, far more than most
people would pay in a traditional
retirement plan or mutual fund. “The
variable annuity producers still haven't
squeezed out enough of the costs,” says
Hunt, the former insurance commissioner.

Investors who withdraw money earlier
than they had planned often face high
surrender charges--withdrawals from an annuity during the first 10 years of the contract

can be assessed fees of as high as 8%, according to the National Association of
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Because of all the different components.
that go into an annuity—the income
component, the investments, the death
benefit, and of course, those
commissions—their annual expense
ratios can reach as high as 3% of the
invested assets, far more than most
people would pay in a traditional
retirement plan or mutual fund. “The
Your Closet: A window into mental variable annuity producers still haven't
health? squeezed out enough of the costs,” says
Psychologists say closets can be a window into Hunt, the former insurance commissioner.

people’s mental health, whether they're spare or jam-
packed. Investors who withdraw money earlier

than they had planned often face high
surrender charges--withdrawals from an annuity during the first 10 years of the contract
can be assessed fees of as high as 8%, according to the National Association of
Insurance Commissioners . And some savers who have begun living off the investments
from variable annuities have complained their tax bills on the withdrawals were higher than
they expected.

MARK HULBERT
U.S. stocks will be ‘very
disappointing’ for 10 years

Some insurers sell “no-load” annuities, which have lower annual expenses, but often offer
fewer features. But the bottom line, says Daily, is that most variable annuities are simply
too complex for consumers (and even some advisers) to understand. “If you can't
understand how the product works, don't buy it,” Daily says.
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5. This whole-life policy won’t pay for itself...
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One of the chief selling points of a whole-life policy is that the interest generated by its
cash account can be used to pay the premium. But some consumers have found out that
the “vanishing premium” promise didn't come true—leaving them on the hook for
unexpected payments to keep the policy from expiring.

W 4 7
Dividend-paying stocks draw investors

Large investors are snapping up stocks that provide
steady income, an endorsement of companies’ health
but also a sign of apprehension over the U.S. market's
five-year bull run

The issue stemmed from the steady
decline in interest rates in recent
decades, says Hunt; the decline in yields
hurt the ability of insurance companies to
use cash balances to pay premiums. “Al
of a sudden, policyholders were getting
phone calls from agents saying they
needed to make more payments,” he
says

Consumer complaints about vanishing
premiums led to several lawsuits
accusing insurers of deceptive and
misleading sales practices. Insurers
including Principal Life Insurance (now

part of the Principal Financial Group), Lincoln National Life, Mutual of New York, and New
England Life settled class-action suits in the late 1990s and early 2000s. Hunt says that
the issue of how or whether insurance companies will provide steady low-risk yield for their

policyholders going forward is an open question

“If interest rates stay this low or even go

lower, where will insurance companies get their margins?” he said
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6....and you’ll have to wait years to build cash value
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With a whole-life policy, you're paying more than you would for a death benefit alone so
you can build up savings. You can borrow from the “cash value,” and eventually cash it in

But in practice, a customer can own a whole-life policy for years without building any “cash
value.” That's because most of the premiums in the first couple of years go to cover the
agent's commission, underwriting and marketing expenses, says Daily. It's like paying
interest only on a home loan and not paying down the principal.

Daily and Hunt say it's often better for buyers to pay extra during the first couple of years
s0 the policy builds value immediately.
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7. Our regulators can be toothless

Social Security loophole’s huge

Unlike banks and big investment firms, which are largely regulated at the federal level, 0 C
windfall opportunity

insurance companies are largely regulated by states. The NAIC, a federation of state
commissioners, helps them coordinate regulations, but has no enforcement authority of its

n
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1
own 3. 10 THINGS
For consumers, this situation is a mixed bag: State insurance commissioners can slap 10 things your life insurance
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A
ﬂ
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agent won’t sa
agents with a loss of a license, for example, but they don’t have as much power to affect 9 Y
the practices of nationwide companies. And agents who do get slapped sometimes just set
up shop across state lines under a new name or new business fitle.

Murderer turned stock picker is
‘Oracle of San Quentin’

The ACLI, which represents large nationwide life insurance firms, says it's committed to
working within the state regulatory system. But it has also advocated for some insurers to
be given the option of federal regulation, which they say could be preferable to the
patchwork of state regulators. Consumer advocates say that wouldn't necessarily be better
for consumers in states where regulators are already tough
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8. Someone could fake your death and collect on your benefits
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Identity theft is a problem in the life insurance industry , according to the Identity
Management Institute, a Chatsworth, California-based organization that specializes in
helping companies safeguard consumer and employee data. With many elderly
policyholders and a blizzard of forms and contracts, it's relatively easy for thieves to make
themselves the beneficiary of a policy, submit a phony death certificate and collect the
money. Al told, life insurance fraud costs the industry about $70 billion a year, according
to Henry Bagdasarian, president and founder of IMI

Some tips to protect yourself: Never give an
insurance agent the power of attorney;
review your insurance contracts and policies
regularly to ensure that the beneficiary is
who you intended it to be; and beware of
phone calls, emails, or official-looking
correspondence claiming your life insurance
policy has been canceled due to
nonpayment and a credit card payment is
needed to reactivate it
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9. If you die, we’ll pay your boss
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It sounds like the premise of a detective novel: Your boss takes out an insurance policy
that pays your company if you die. But many companies do it, in part to cash in on related
tax breaks, and in part to collect the death benefits if an employee dies

The practice, derided by consumer
advocates as janitor” or “dead peasant’
insurance, has become less common in
recent years. Still, the crime-novel scenario
sometimes plays out: In 2012, an Ohio man
was sentenced to four years in prison for
attempting to hire a hit man to knock off a
former employee—all in an attempt to collect
$250,000 on an insurance policy.

The NAIC says that employees need to be
notified when an employer takes a policy out
on them, and that the employee shouldn’t be

Shutterstock com
Itwas the job that killed him.

penalized if they refuse to participate.
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10. Our long-term care coverage isn’t so great (for you or us)

More than two-thirds of Americans who reach age 65 will need long-term care, according
to the Department of Health and Human Services. And bills for such care—which
Medicare generally doesn't cover—can easily top $5,000 a month. It's no wonder the
industry expected long-term-care insurance to be a success.

But so far, the coverage hasn't lived up to expectations. Just 5.1 million long-term-care
policies were in force in 2013, up from 4.1 million in 2007. Premiums for existing
policyholders have shot up in recent years, and older adults with chronic illnesses often
can't qualify for coverage

Insurers, meanwhile, have been losing money on the policies, and some have stopped
selling them. Glenn Daily says a long-term-care policy hasn’t been a good product for
insurers because they've struggled to figure out the probability that the insurer will have to
pay out claims, which hurts the insurer's ability to price a policy affordably. Comman of the
ACLI says that long-term-care insurance is “still a relatively new product that serves a
need that more and more people are recognizing.”

For some older people, it may make more sense to plan to pay long-term care bills with a
reverse mortgage, or with savings. Still, “It is extremely difficult for people to do the kinds
of calculations needed to determine if [long-term-care insurance] is a good deal for them,”
said Jeffrey Brown, a professor of finance at the University of llinois who has studied such
policies. “When people face a highly complex decision, don't have the information and
cognitive skills needed to do the analysis, and nobody is providing them with education
about it, then it may be that the path of least resistance is to do nothing.”
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Rescued by a Bailout, A.I.G. May Sue Its

Savior

BY BEN PROTESS AND MICHAEL J. DE LA MERCED

Fresh from paying back a $182 billion bailout, the
American International Group has been running a
nationwide advertising campaign with the tagline
“Thank you America.”

Behind the scenes, the restored insurance company is
weighing whether to tell the government agencies that
rescued it during the financial crisis: thanks, but you
cheated our shareholders.

The board of A.I.G. will meet on Wednesday to
consider joining a $25 billion shareholder lawsuit
against the government, court records show. The
lawsuit does not argue that government help was not
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Mark Lennihan/Associated Press

An American International Group
office building in New York in 2008.
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needed. It contends that the onerous nature of the rescue — the taking of what
became a 92 percent stake in the company, the deal’s high interest rates and the
funneling of billions to the insurer’s Wall Street clients — deprived shareholders of
tens of billions of dollars and violated the Fifth Amendment, which prohibits the
taking of private property for “public use, without just compensation.”

Maurice R. Greenberg, A.I.G.’s former chief executive, who remains a major
investor in the company, filed the lawsuit in 2011 on behalf of fellow shareholders.
He has since urged A.L.G. to join the case, a move that could nudge the government
into settlement talks.

Article Tools The choice is not a simple one for the insurer. Its

board members, most of whom joined after the

FACEBOOK SAVE bailout, owe a duty to shareholders to consider
TWITTER E-MAIL the lawsuit. If the board does not give careful
GOOGLE+ PRINT consideration to the case, Mr. Greenberg could
SHARE PERMALINK challenge its decision to abstain.

Should Mr. Greenberg snare a major settlement

without A.I.G., the company could face additional lawsuits from other shareholders.

Suing the government would not only placate the 87-year-old former chief, but
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Yet such a move would almost certainly be widely seen as an audacious display of
ingratitude. The action would also threaten to inflame tensions in Washington,
where the company has become a byword for excessive risk-taking on Wall Street.

Some government officials are already upset with the company for even seriously
entertaining the lawsuit, people briefed on the matter said. The people, who spoke
on the condition of anonymity, noted that without the bailout, A.I.G. shareholders
would have fared far worse in bankruptcy.

“On the one hand, from a corporate governance perspective, it appears theyre being
extra cautious and careful,” said Frank Partnoy, a former banker who is now a
professor of law and finance at the University of San Diego School of Law. “On the
other hand, it’s a slap in the face to the taxpayer and the government.”

For its part, A.L.G. has seized on the significance and complexity of the case, which
is filed in both New York and Washington. A federal judge in New York dismissed
the case, while the Washington court allowed it to proceed.

“The A.I.G. board of directors takes its fiduciary duties and business judgment
responsibilities seriously,” said a spokesman, Jon Diat.

On Wednesday, the case will command the spotlight for several hours at A.I.G.’s
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On Wednesday, the case will command the spotlight for several hours at A.I.G.’s
Lower Manhattan headquarters.

Mr. Greenberg’s company, Starr International, will begin with a 45-minute (o]

presentation to the board, according to people briefed on the matter. Mr. Greenberg
is expected to attend, they added. GRsalBookioniiwittey

What we're saying (and reading) on Twitter.
It will be an unusual h0¥neco.mi¥1g of S(.)I't.S for Mr. (.}reer.lberg, who ran 1.\.I.G. for % Loading Twitter messages...
nearly four decades until resigning amid investigations into an accounting scandal
in 2005. For some years after his abrupt departure, there was bitterness and
litigation between the company and its former chief.

After the Starr briefing on Wednesday, lawyers for the Treasury Department and
the Federal Reserve Bank of New York — the architects of the bailout and
defendants in the cases — will make their presentations. Each side will have a few
minutes to rebut.

While the discussions are part of an already scheduled board meeting, securities
lawyers say it is rare for an entire board to meet on a single piece of litigation.

“It makes eminent good sense in this case, but I've never heard of this kind of v
sitnation ” said Henry H_a former reenlator who is now a nrofessor af the
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situation,” said Henry Hu, a former regulator who is now a professor at the
University of Texas School of Law in Austin.

It is unclear whether the directors are leaning toward joining the case. The board
said in a court filing that it would probably decide by the end of January.

Until now, the insurance giant has sat on the sidelines. But its delay in making a
decision, some officials say, has drawn out the case, forcing the government to pay
significant legal costs.

The presentations on Wednesday come on top of hundreds of pages of submissions
that the government prepared last year, a time-consuming and costly process. The
Justice Department, which assigned about a dozen lawyers to the case and hired
outside experts, told a judge handling the matter that Starr was seeking 16 million
pages in documents from the government.

“How many?” the startled judge, Thomas C. Wheeler, asked, according to a
transcript.

Struck just days after the collapse of Lehman Brothers in September 2008, the
bailout of A.I.G. proved to be among the biggest and thorniest of the financial crisis
rescues. The company was on the brink of collapse because of deteriorating
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By James Rufus Koren
AUGUST 31, 2016, 7:40 PM

g Simi Valley retiree was awarded $15.4 million in damages Wednesday after

insurance giant MetLife was found liable for losses she suffered in an
investment that turned out to be a Ponzi scheme.

A Los Angeles Superior Court jury said that the insurer, two of its subsidiaries and a
broker should pay the punitive damages to Christine Ramirez — on top of about $240,000
she lost in the scheme run by now deceased Sherman Oaks money manager Bruce In Case You Missed It

Friedman.
Millennials need to start having
more sex. Now.

Although MetLife officials indicated that they might appeal the case, the amount of
punitive damages awarded to Ramirez could make it more likely for the insurer to pursue
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rescues. The company was on the brink of collapse because of deteriorating
mortgage securities that it had insured through credit-default swaps.

Starting in 2010, the insurer embarked on a series of moves aimed at repaying its
taxpayer-financed bailout, including selling major divisions. It also held a number
of stock offerings for the government to reduce its stake, which eventually
generated a roughly $22 billion profit.

Overseeing that comeback was a new chief executive, Robert H. Benmosche, a
tough-talking longtime insurance executive. Mr. Benmosche has won plaudits,
including from government officials, for his managing of A.1.G.’s public relations
even as he helped nurse the company back to financial health.

But he and the rest of A.I.G.’s board must now confront an equally pugnacious
predecessor in Mr. Greenberg.

In the case against the government, Mr. Greenberg, through his lead lawyer, David
Boies, contends that the bailout plan extracted a “punitive” interest rate of more
than 14 percent. The government’s huge stake in the company also diluted the
holdings of existing shareholders like Starr, which at the time was A.I.G.’s largest
investor.
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“The government has been saying, ‘We're your friend, we owned and controlled you
and we let you go.” But A.I.G. doesn’t owe loyalty to the government,” a person close
to Mr. Greenberg said. “It owes loyalty to its shareholders.”

The government, Starr argues, used billions of dollars from A.L.G. to settle credit-
default swaps the insurer had with banks like Goldman Sachs. The deal, according
to the lawsuit, empowered the government to carry out a “backdoor bailout” of Wall
Street.

Starr argued that the actions violated the Fifth Amendment. “The government is not
empowered to trample shareholder and property rights even in the midst of a
financial emergency,” the Starr complaint says.

The Treasury Department declined to comment. A spokesman for the Federal
Reserve Bank of New York, Jack Gutt, said, “There is no merit to these allegations.”
He noted that “A.1.G.’s board of directors had an alternative choice to borrowing
from the Federal Reserve, and that choice was bankruptcy.”

A federal judge in Manhattan agreed, dismissing the case in November. In an 89-

page opinion, Judge Paul A. Engelmayer wrote that while Starr’s complaint “paints
a portrait of government treachery worthy of an Oliver Stone movie,” the company
“voluntarilv accepted the hard terms offered bv the one and onlv rescuer that stood

Instantly Watch TV Shows & Movies. Try It Free.

hulu.com/plus
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page opinion, Judge Paul A. Engelmayer wrote that while Starr’s complaint “paints
a portrait of government treachery worthy of an Oliver Stone movie,” the company
“voluntarily accepted the hard terms offered by the one and only rescuer that stood
between it and imminent bankruptcy.”

The United States Court of Appeals for the Second Circuit recently agreed to review
the case on an expedited timeline. The judge in the United States Court of Federal
Claims in Washington, meanwhile, has declined to dismiss the case and continues
to await A.I.G.’s decision.

American International  Bailout Over, U.S. Treasury Plans to %L A.LG. Offers to Buy Back
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Hancock in Settlement Over Death Benefits
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ByLESLIE SCISM And VAUHINI VARA
Califomia authorities accused insurer John Hancock Financial Senices Inc. of withholding
benefits from widows and other beneficiaries by allegedly failing to determine ifits customers
were dead

State Controller John Chiang said the state had reached  settlement with Hancock, and said it
was the first resuling from an audit of 21 insurance companies that Mr. Chiang began nearly
three years ago

In an interview, he characterized the avoidance of benefit payments as a widespread practice
and said he expected to forge settlements or take actions such as lawsuits against other
insurers.

Boston-based Hancock said it is "outraged by the unsubstantiated allegations and
characterizations " with respect to specific assertions in  statement Friday by the California
controllers office. Even o, Hancock said it agreed to take a proactive approach to determine
whether a customer has died because it sees that as the right thing to do for clients

The dispute centers on just how far insurers must go to determine if customers whose accounts
4o dormant are still alive.

A Calffornia state law generally requires businesses to annually report and defiver property to the
controllers office afer there has been no customer contact for three years. The controller can
then route the unclaimed property to its owner. Insurers, for example, must report accounts
considered lost or abandoned to the state after three years of inactity, according to &
snnkesman for the confroller_He sair insirers_includinn Ishn Haneark_have mittinely faiert tn
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then route the unclaimed property to its owner. Insurers, for example, must report accounts
considered lost or abandoned to the state after three years of inactity, according to &
spokesman for the controller. He said insurers, including John Hancock, have routinely failed to
contact the controller as required

In an interview, Hancock's general counsel, Jonathan Chiel, said the insurer has followed state
law, which he believes doesn' require proactive steps by insurers to deterrine i policyholders
sill are alive, but rather notification from next of kin or the executors of a will

"We pay hundreds of millons of dollars every year in death benefits,” Mr. Chiel said. "They are
taking the exceptions to the rule and suggesting some malfeasance. We followed the rules, and
we did it right "

Mr. Chiang accused Hancock, a unit of Manulfe Financial Corp., of a long-standing practice of
awiding death benefits, and instead paying itself premiums from the accrued value of policies
rendered inactive after a customer's death

Mr. Chiang cited an exarple in which  policy was issued by Hancock in 1983, to an individual
who died in 1999, For the seven years following his death, the statement said, the company
continued to collect premiurn payments by depleting the policy’s cash reserves until it was
finally canceled in 2009, a decade later
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The palicy's file didnt contain "any indication of when the last contact with the insured occurred,
or that any efforts were made to lacate the insurance owner prior to the policy lapsing.” the state
said. "More than 11 years after the insured's death, John Hancock still has not paid the
beneficiaries or sent to the State Controller's Office for safekeeping any benefits due under the
policy.”

Mr. Chiang's statement said Hancock agreed to restore the value of 6 00 accounts dating to
1992, and to develop a better method of identifying deceased policyholders and their heirs. It
also said Hancock agreed to get more than §20 million of death benefits and matured annuities
into hands of families, amang other things.

Hancock's Mr. Chisl said the cormpany aareed to payments if problematic instances are
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Meanwhile, Florida insurance regulators on Friday said that they would hold a hearing in May to 4. o Samsung Sues Apple on Patents
learn more about insurers’ practices with unclaimed-property laws.

. CLA DroneKills 26 in Pakist:
In & statement, Florida regulators said the hearing would lok into whether some insurers may 5 rone Kifls 26 In Palistan

use & Sacial Security database to leam of the death of owners of annuities, which are
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"The law does not require [an insurer] to proactively go out and search a database” to identify if
& policyholder has died, said Florida Insurance Commissioner Kevin McCarty in an interview.
However, if you have actual knowledge that someone has died, what does the law require at
that point?”

Florida said it had subpoenaed MetLife Inc. and Nationwide Financial Senices Inc. to testify at
its planned public hearing. A Nationwide spokesrman said the insurer will eview the information
from the Florida Office of Insurance Regulation and will cooperate with the inguiry. "We stand by
our business practices and are committed to sening the needs of our custorers,” the
spokesman said

MetLife also said it is cooperating with Florida. A spokesman confirmed that it is one of 21
insurers being audited by the Calfornia Controller's Offce
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families” — a promise Tan Weissberger took to heart during
his losing battle with Lon Gehrig's disease.

But after the Cathedral City mortgage broker died in 2005,
American General cancelled his life insurance policy and
refused to pay his widow the $250,000 benefit.
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Insurer loses, alters course

The Weissbergers' premiums were paid up. There was no foul play suspected. There was no question
Met Life to Pay $1.7 Billion to Settle Lawsuits  Gheila Weissberger was the widow and sole beneficiary. And Tan's illness was diagnosed months after he
on Policy... took ont the policy.

Sick but Insured? Think Again
82 The problem, the insurer told Sheila Weissberger, was that Tan's application for coverage was

Patients pay more, get less - if they'relucky  incomplete.

American General concluded that he had failed to disclose conditions, including bipolar disorder and
pulmonary disease, that, according to his doctors, he did not have.

For the company, which collected $2.3 billion in premiums last year, the amount at issue was minute.
Butit was no small matter for Sheila, 62, who reached a confidential financial settlement with American
General earlier this year.

"Tlost my house. L lost everything, " she said in an interview. "It was very, very devastating."

More often than not, life insurers make good on policies, paying $38 billion in death benefits on
individual policies last year. But what happened to Sheila Weissberger was not unusual. The claims of
thousands of beneficiaries are denied or disputed every year — more than 5,000 last year alone — many
for allegedly flawed applications, a Times review found.

Overall the amount of money life insurers withheld from beneficiaries has more than doubled over the
last decade, to $372 million last year, even as policy sales went down, according to a Times' analysis of
data compiled by the National Assn. of Insurance Commissioners.

Insurers can dispute claims for a number of legitimate reasons — unpaid premiums, suicide, foul play by
the beneficiary. But the No. 1 reason, accounting for about two thirds of disputes last year,is "material
‘misrepresentation.” That's failing to disclose information that insurers deem important in assessing risk,
and it allows insurers to rescind coverage altogether.

To stop abuses by insurers, most states long ago banned limitless rescissions, but in California and
elsewhere, they are llowed during the two years immediately after a policy is signed.
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‘The probe was an offshoot of a 2005 lawsit from then-New

York Attorney General Eliot Spitzer, who said AIG
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“Acourate comnpany financial data is an essential ingredient of proper insurance regulation,”
Pennsylvania acting commissioner Robert Pratter said in the statement. “This reflects the
seriousness of the viclations in this instance over a sustained period of time - primarily prior to

1996 - by AIG's prior senior management.”

‘The agreement, endorsed by eight states including Pennsylvania, is contingent upon approval by

at least 35 other regulatory jurisdictions and AIG's settlements with rival insurers, according to

the statement.

AIG, led by Chief Executive Officer Robert Benmosche, has settled legal disputes with investors
and former CEO Maurice “Hank” Greenberg to focus on repaying the company’s $182. billion

U.S. government rescue.

“We are pleased that if this settlement becornes final, we will have resolved all remaining
regulatory issues related to AIG's workers’ compensation premiurm reporting for our

stakeholders,” said Mark Herr, a spokesman for the insurer, in a separate statement.

To contact the reporter on this story: Andrew Frye in New York at afrye@bloomberg.net
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settlements with nearly 100 other plaintiffs who also lost money.

* said Ramirez, who is in her mid-70s and fighting late-stage breast

“I can't believe it,
cancer. “It feels wonderful.*

MetLife spokesman Chris Stern said the insurer was “disappointed with the outcome and

we anticipate appealing this decision.”

In 2008, Ramirez heard a pitch from a local insurance salesman who said she could invest
in a company called Diversified Lending Group that guaranteed an annual return of 12% a
year. The salesman said Ramirez could use the proceeds of that investment to buy

insurance from MetLife, she said.

wCAPTION

1147

Ramirez didn’t buy the insurance but she did invest in Diversified Lending Group, or DLG,
which was run by Friedman. She said the insurance salesman made it seem like MetLife

was DLG's parent company or was somehow backing it.

MetLife's apparent involvement, she said, is why a guaranteed return of 12% didn’t make

her suspicious.
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Life insurance that comes to a dead end
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Jody Mendel looks aver the life insurance policy that husband Phil bought in 1688, I¢11 be worthless
200n unless they pay more or slash the benefits. (Don Bartletti, Los Angeles Times { April 15, 2012)

DAVID LAZARUS Philip Mendel has been paying $25 a month for 23 years
for a $100,000 policy but recently learned it will soon be
worthless vnless he burnps up his payments to $s10. Its

3 a case of not knowing what he was buying, one that has

% 4 an important lesson for others.
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Flaws can cancel lifo insurance
after death

MetLife Life Insurance
MetLife as Low as $20 per Month
for $500,000 of Coverage - Geta
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Term Life Starting at $14
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From $14/Mo.

Life Insurance Quotes
Compare Life Insurance Quotes
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Now!

increase?

Philip Mendel prides himself on being the sort of a guy who
plans ahead. So he purchased a $100,000 life insurance
policy in 1988 to cover any costs that would come up in the
event of his untimely demise.

"I didn't want this to be something my wife would have to
worry about," Mendel, 74, of Mission Viejo, told me. "
wanted her to have something to be able to put me away."

Now he and his wife are both worried. The insurer, Conseco
Life Insurance Co., has informed Mendel that to maintain his
current level of coverage, his monthly premium would have
torise to $10 from $a5.

"Ttold them they've got to be kidding," he said. "There's no
way we could pay that much."

How is it, Mendel wants to know, that after 23 years of
making the same payment month after month, with nearly
#7,000 already invested in his life insurance policy, the

insurer can suddenly slap him with an almost 2,000% rate

Turns out this isn't a rate increase at all, but the upshot is the same: If Mendel doesn't boost his
premiums or lower his death benefit, his insurance policy will be worthless in a matter of months.

What's happening here serves as a cautionary tale for anyone who has purchased what's known asa
universal life insurance policy or a flexible premium adjustable life policy.

If you go into such coverage without knowing all the facts, there's a good chance that, like Mendel,
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If you go into such coverage without knowing all the facts, there's a good chance that, like Mendel,
you could end up with nothing but a piece of paper to show for your years of payments.

On the other hand, a little homework about how these policies work can get you a pretty good deal on
insurance. For people who want to pay relatively little for coverage while still young, universal life
insurance can be 2 smart bet.

Just don't expect it to be there for you in your sunset years.

"Make sure you read the policy," said Gary Minkin, a Granada Hills life insurance agent. "You won't
understand most of it, but take a yellow highlighter and mark the parts you want to discuss with your
broker."

In Mendel's case, he said, there was no way a universal life insurance policy with only a $25 monthly
payment would go the distance.

“This policy was underfunded when he bought t," Minkin said. "It was designed to crash and burn at
some point."

That's deliberate. Policies like these are intended to protect you while you still have kids to put
through school and a mortgage to pay. They aren't designed to serve as long-term coverage.

Mendel said he can't recall what his broker told him when he bought the policy 23 years ago. But he
doesn't remember being told that his insurance would begin to disintegrate after a couple of decades.

In any case, the onusis on the policyholder to read the annual statements that are sent by the insurer.
If you know what you're looking for, Mendel's statements for the last few years make clear that the
ash value of his policy was declining.

What they don't do is say in plain English that because his premiums were 5o low, the insurer was
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What they don't do is say in plain English that because his premiums were 5o low, the insurer was
chipping away at the cash value of the policy to cover its fees and costs — a process that would
inevitably leave the policy worthless.

Instead, Mendel's statement last year said that 'if you continue to pay the same amount of premium
that you paid during the last policy year, your life insurance coverage will continue for 1 year and o
months, based on our guaranteed interest rate and the guaranteed cost of insurance rates shown in
your policy."

When Mendel's most recent statement arrived last week, it said making the same premium payments J
would maintain his policy for "o years and 4 months.”

Unsure what that meant, Mendel said he called Conseco and was told by a service rep that the only
way he could maintain his current benefit level would be to boost his premium to $510 monthly.

“This is not a rate increase, " said Barbara Ciesemier, a spokeswoman for CNO Financial Group Inc.,
parent company of Conseco Life Insurance. "His premium is still $25 and his benefitis unchanged."

For another few months, that is. After that, Mendel's only choice if he wants to remain insured is to
switch to a new policy with a much higher premium or to significantly cut his death benefit to make
his current policy last longer.

Or he could take the roughly $3,000 in cash value remaining on his policy and put it in a certificate of
deposit or some other low-risk investment, and hope that when he shuffles off this mortal coil, his
funeral expenses aren' that steep.

“Insurance is very complex, whether you're B3 or 33," Ciesemier said. "You need to fully understand
what you're buying and how it works."

Mendel said he's not sure what he's going to do now. Hell speak with an insurance broker — a new one &
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Or he could take the roughly $3,000 in cash value remaining on his policy and put it in a certificate of
deposit or some other low-risk investment, and hope that when he shuffles off this mortal coil, his
funeral expenses aren' that steep.

“Insurance is very complex, whether you're B3 or 33," Ciesemier said. "You need to fully understand
what you're buying and how it works."

Mendel said he's not sure what he's going to do now. Hell speak with an insurance broker — a new one
— and see what the best plan would be. J

For anyone else with a universal life insurance policy, I'd say you should get on the horn with your
broker as well. Confirm that your premiums and desired benefits are in syne. If not, fix things before
your insurer starts taking bites out of the cash value of your coverage.

David Lazarus’ column runs Tuesdays and Fridays. He also can be seen daily on KTLA-TV Channel
5. Send your tips or feedback to david.lazarus@latimes.com.
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By Charles Riley, staff reporter

May 5,2011: 5:49 PMET

NEW YORK (CNNMoney) -- AIG reported a first quarter loss Thursday,
moving the insurer back into the red after the bailout recipient showed
signs of life with a strong final quarter to close out 2010.

AIG reported a loss from continuing operations of $1.41 per share for the

first three months of the year, compared to a profit of $2.16 per share over
the same period a year ago.

Email

Print

For U.S. taxpayers, the loss is bad
news. Here's why: The Treasury
Department owns a 92% stake in
AIG (AIG, Fortune 500), the result
of a 2008 bailout of the too big to
fail insurer.

In 2008, the giant insurer struggled
under the weight of credit default

swaps issued by its Financial Products division before ending up on the

totalincome on gas in April. That's up from 4¢
two years ago, when gas was at $2.05 a gallc
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The Top 5 Scariest Things About Life Insurance

From renewal problems involving term fife to the potential for losing your shirt
with a bad variable universal life insurance investment, Life Quotes, Inc.
emphasizes the importance of understanding your life insurance policy.

DARIEN, IIl, Oct. 31, 2011 /PRNewswire via COMTEX/ — Life
Quotes, Inc. has compiled a list of the top 5 scariest things
about life insurance, calling attention to the importance of
going over your life insurance policy with a trusted insurance

PR NEWSWIIE agent no less than once a year to make sure tha the policy
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you own is keeping up with the changes in your life. If you
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should die, the only way to truly protect your loved ones from  Most Popular
financial peril is with life insurance. But before you sign the dotted line, or pay another renewal

bill, make sure you have a thorough understanding of how your policy works 1 INDICATIONS .
Stock futures sink as markets eye Europe

The following is a short list of some of the most frightening and often overlooked features of a

life insurance polic:
poliey AMY HOAK'S HOME ECONOMICS

Why you can’t get the lowest mortgage

TERM LIFE (TL)Term lfe insurance doesn't age gracefully "
rates

Term life may be the least expensive life insurance policy you can purchase, but it is only in-
force for a designated term, typically 10, 15, 20 or 25 years. And if you have to renew a term
life policy under the guaranteed renewal clause—look outl The cost of built-in, no-exam renewal
feature can often be five or ten times the cost of the premium you have been paying. And then,
most renew on an annual basis in which the premiums rapidly escalate even further into the
stratosphere each year thereafter. To avoid this problem, consider buying a longer initial rate
guarantee at the outset. Many companies now offer 30-year term, level term to age 65 and even
level term for lfe, in which you'd never be subject to a price increase

New York Fed suspends operations with
MF Global

MARSH ON MONDAY
China advocates Europe borrow in
renminbi

. 'CURRENCIES
WHOLE LIFE (WL)Creeping death of your cash value Dollar jumps after Japan intervenes to sell
en
“If you are only looking at immediate, short-term goals, you don't want to invest in a whole life é ’
insurance policy because the surrender charges in the early years would dramatically reduce
the cash value and you may find that you paid far more for the policy in premiums than what its P4 nar Center » Eind a Broker
worth," said Michelle Matiock, editor of Life Quotes, Inc

Consider buying whole life only if you want coverage for the very long haul and have no
intantinne nf rannaling in tha aarh veare
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B)start| | ar1; Gits ot Grey - on...| € Business - Google News .| [ The Top 5 Scariest Th. | 54 fe.docx - Mirosoft Wor





image55.png
The Top 5 Scariest Things About Life Insurance - MarketWatch - Windows Internet Explorer - [Working Offline] =18 x|
) [ vt . merketwetch comistorythe-op-5-scariest-tings-about fe-nsurance-2011-10-31 [ p[“

Fo E Ve Fovrtes Tock o
Ea—"

Home News Viewer Markets Investing Personal Finance Industries Economy/Politics Trading Deck Jobs Login Portfolio  Alerts

VARIABLE (VL), UNIVERSAL (UL), and VARIABLE UNIVERSAL LIFE (VUL)These policies
assume investment risks that can murder your overall value

If you are being pitched on a variable or universal life insurance policy that is being sold as "self
~sustaining,"” watch out because long-term, non-guaranteed projections with life insurance can
be very misleading. Not only might it take 10 or more years to build up enough cash value to
cover future premiums, but also inherent in those projections is an assumed interest rate that
can be wildly off over a long period of time. When interest rates are projected to be high, the
cash value grows at an alluring, faster rate, but when interest rates are low, cash values grow
very slowly. To avoid trouble, always ask the selling agent to show you and explain the
"guaranteed” values columns in the illustration, as they will show a true, worst-case scenario.

Anvariable universal life insurance policy is far more risky. The policy is dependent on how well
the investments tied to the cash value perform in the stock market. If the stock market goes
south along with your investments, this will greatly impact your cash value and the security of
your death benefit. There are several upfront charges on a VUL that make it very pricey coming
out of the gate. In addition to this, these policies can have astronomically high surrender
charges if you decide to partially or fully surrender the policy in the first 10 years

For a full list of "Top 5 Scariest Things About Life Insurance” go to
http://www lifequotes. com/articles/lifeinsurance/the-top-5-scariest-things-about-life-insurance/

About Life Quotes, Inc

Originally founded in 1984, Life Quotes, Inc. owns and operates a comprehensive consumer
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The Top 5 scariest things about life

insurance
October 28th, 2011 10:10 AM
Share this post: [

By Michelle Matlock, Life Quotes, Inc.

Life insurance discussions can be macabre
by nature, but it is there to protect your
family during times of need, especially if
You are the primary breadwinner and
something happens to you.

How will your family’s bills be paid? Who
will provide for them?

There may not be a psychotic killer in the house harassing the babysitter... or
a knife wielding masked madman hiding in the bushes stalking your teenager,
but if you don’t understand how your policy works, what can happen is much
scarier. Not only do you stand to lose a lot of money—your loved ones may be
left in the cold.
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“I thought I was investing with MetLife,” Ramirez said. “T know MetLife. My sister worked
for MetLife. I felt very, very comfortable.”

It turns out, though, that DLG was a Ponzi scheme and was able to make those 12% return
payments to investors as long as new investors kept pouring money into the company.
Meanwhile, Friedman, who founded DLG in 2004, was funneling investors’ money into his
own pocketbook, according to the Securities and Exchange Commission.

The SEC in 2009 shut down the firm and
California Inc. Newsletter froze Friedman’s assets. The agency said
S p for  veekl roundup of e atest busiess Friedman had diverted investors’ money
s plus a ook at e week g into business ventures outside of real
Enter your email estate and that he'd used at least $17
million to fund his own lavish lifestyle,
Fsorssie including a $6.5-million Malibu home

and luxury cars.

He also started his own charitable

foundation that pledged millions of

dollars to help the Los Angeles Dodgers
build baseball diamonds around the city and $10 million to fund a San Fernando Valley

children’s museum.

The foundation never paid either the team or the museum, and the museum declared
bankruptcy after the SEC froze Friedman’s assets.

Before he could be prosecuted, Friedman fled the country and in 2010 was arrested at a
hotel in Cannes, France. He died in French custody in March 2012, three years after the
SEC shut down DLG.

That DLG was a scam was not at issue in the case. Rather, the dispute boils down to
whether MetLife should be responsible for the actions of an insurance salesman who also
(@ US Cities With the Highest % of

brokered policies for other companies. Wid
Democratic Voters v
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intricacies of your life insurance policy that may surprise you.

TERM LIFE

1. No man’s land: While financial experts suggest that insurance shoppers
should purchase term life for short-term needs and invest the difference, in
some cases, term life may not be the best option for your situation. For
example, once the term is over, all of the premiums you paid into the policy
are gone and you will find yourself in search of coverage again. If you renew
the policy, you are going to pay more because of your age and if you
developed health issues during the term, it may be difficult to get a new
policy. Some term life policies offer an annual “guaranteed renewal”
component but it may not justify the astronomical cost of getting the policy.

“The premium for Annual Renewable Term or ART increases every year,
which is why it is different from other plans with premium guarantees,” says
Brian Ashe, president of Brian Ashe and Associates, Ltd. in Lisle, ILL. “If you
have a short-term need of 3 to 4 years, ART is better because it is less when
it comes to upfront costs. But if you have a longer need there are policies
that have premium guarantees of 10 to 15 years, but they are initially more
expensive at the beginning of the policy.”

2. Return of the dead policy: If you survive the
end of your term there is no refund for the amount
you paid into the policy during its duration. Some
life insurance companies offer a Return of
Premium (ROP) term life insurance policy which
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money you paid on insurance premiums—but
beware, this policy comes at a much higher cost
than a basic term life insurance policy.

“The cost for these policies is between the cost of
a guaranteed level premium term life policy and a
whole life or universal life insurance policy. A
basic term life policy is $1 per thousand dollars of insurance, and whole life
costs 56 per thousand dollars of insurance, the ROP is more of a hybrid policy
that would cost $3 per thousand dollars worth of insurance,” explains Ashe.

Ashe says that although this could be a good deal for some people there are
not many of these life insurance contracts around anymore because insurance
companies realized “they were giving away the store.”

“You might be better off with an ROP plan because the difference in premium
between regular term life and ROP, if you were to invest the

difference, would earn you 4 to 5 percent net after tax to equal the cash in
the ROP plan,” says Ashe.

However, if your ROP contract reaches year 30 when it is no longer
financially feasible to keep the policy, Ashe says a policyholder has a couple
of options. If you paid $90,000 in premiums, you could cash in the policy and
get the entire $90,000 back from the insurance company. But if your needs
have changed, you can convert the ROP policy to a permanent life insurance
policy and take the $90,000 refund and apply it to the premium on a
permanent policy.

3. Caught in its grip: Re-insurance. If you find your term has expired and you
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would like to still carry life insurance coverage, you may be forced to buy a
new policy that might require another medical examination and will cost
more because insurance costs increase with age.

4. Haunted history: Policy Lapse. There is good reason why insurance
experts never advise policyholders to lapse an insurance policy.

“This may come back to haunt you the next time you try to get insurance
cover,” warns Ashe.

Insurance companies may require a policyholder who has lapsed a policy to
pay their premiums on an annual basis or reject a life insurance application
altogether for someone who is known to frequently lapse their policy. In
either case, if you can no longer afford the premiums take the initiative and
contact your insurance agent and see what your options are before letting
the policy lapse.

5. Skeletons in the closet: If you purchase a term life insurance policy at an
older age, or if you find yourself in poor health during the term and it ends, it
may be difficult—if not impossible—to renew o get a new life insurance
policy.

'WHOLE LIFE
1. Terrified about where your money s going:

The insurance company decides where to invest
your premiums and you have no say.

“On this policy, the dividends may be used to
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guaranteed because it is all based on the divisible
surplus of the company, which can change every
year,” says Ashe.

2. Never take anything at face value: There is
no flexibility on premiums or face value amounts.

3. Don’t touch it: The policy has to mature for at least three years before
You can grow any savings or cash value. What's worse is the savings only
grow at two to three percent.

4. Creeping death of your cash value: Your loved ones will NOT receive the
cash value or savings in the account if you die, instead, they will receive the
face value, which is only equal to the amount of the policy.

5. Eternally yours at a price: This is not a policy you would purchase for a

short-term need.

“If you are only looking at short-term benefits, you don’t want to invest in a
whole life or universal life insurance policy because the surrender charges in
the early years would reduce the cash value and you would end up with less
than you paid in premiums,” says Ashe.

VARIABLE & UNIVERSAL LIFE INSURANCE

1. Never assume or go into a dark room when
you hear a noise: You assume certain risks when
it comes to these life insurance policies. Variable
and universal life insurance policies have cash
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value accounts that are tied to the movement

of investments such as stocks and bonds. In
addition to this, the value of both insurance types
is subject to interest rate fluctuations.

“When it comes to a universal life insurance
policy, the insurance company would need 1.5 to
2 percent between what they earn on their portfolio and what they credit to
your policy. In order to credit you with 4 percent, they may have to earn 5.5
to 6 percent.”

Variable insurance policies are considered securities contracts and are
regulated by your state’s department of insurance and the federal Securities
and Exchange Commission.

2. When it becomes a house of cards: A benefit that is often touted by
insurance agents is that variable and universal life insurance policies are
considered self-sustaining because the cash value accrued in the policy can
eventually cover the premiums. This may not be entirely true for a number
of reasons. For one, it may take up to 10 years to have built up enough cash
value in the policy for it to cover the premiums. (This is often dependent on
Wwhere interest rates are during the life of the policy.) For example, when
interest rates are high—the cash value grows at a faster rate, but when
interest rates are low, this change combined with a higher cost of insurance
can be fatal to the cash value.

The cash value may fluctuate based on the actual performance of the
underlying sub-accounts you have chosen to invest in. When the investment
funds perform poorlv and vour cash value starts to tank. less monev is
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funds perform poorly and your cash value starts to tank, less money is |

available to cover the cost of premiums. In other words, you would have to
shell out more cash each month just to keep the policy from lapsing. A
universal life insurance policy will lapse when it can no longer cover the cost
of insurance (premiums) and administrative costs.

“The most volatile element of variable and universal life insurance policies is
the investment return on the cash value. In a good investment environment,
you may earn a higher rate of return than what you can get with a whole life
or traditional universal life insurance policy,” says Ashe. “In a bad
investment environment, you may earn much less. These insurance policies
credit the returns earned in the sub-accounts.”

3. Death throws: The purpose of life insurance is to make certain your family

is not cash-strapped if you die. If the investments perform poorly, the cash

value and the amount of the death benefit will both start to decline, leaving

you and your family with less money to cover your burial and your family’s

living expenses. However, the cash value and death benefit will never fall J
below a certain level.

4. Crypt keeper: Maintenance charges on a variable life insurance policy can
be more than 2 percent of its cash value. Also, if you surrender the policy you
will be taxed on your earnings or any money that the policy accumulated in
its cash value.

5. Ghost in the machine: Certain states tax up to 2 to 3 percent of your
premiums.

VARIABLE UNIVERSAL LIFE

I surace =
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1. You'll pay a King’s ransom: It’s =

expensive. You will pay a great deal

more for a VUL than a traditional

whole or permanent life insurance

policy. In addition to this, there are

very high surrender charges in the
early life of the policy. Insurance experts advise reading the prospectus
thoroughly before purchasing a variable universal life insurance policy. One
of the reasons is because there are a number of upfront “charges” outlined in
the fine print that may be overlooked.

2. Immortality is cheaper: Premiums are very high on this policy because
they are used to cover the cost of insurance, in addition to the mortality and
expense charges of the investment funds. The insurance premium is also
subject to “loads” or deductions that are used to cover state and federal
taxes on premiums.

3. Only the Shadow knows! You must have a better than average
understanding of the stock market and how it works. The investment
component of this policy includes stocks, bonds and securities, which create
2 high degree of risk because your cash value and the security of your death
benefit can be impacted by the performance of your investments in the stock
market.

4. Scared of the dark: Again, it is crucial that you read the prospectus
provided with this policy before making any investment decisions since it is
your responsibility to manage the accounts. If the investments take a dive,
so will the value of this policy.
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taxes on premiums.

3. Only the Shadow knows! You must have a better than average
understanding of the stock market and how it works. The investment
component of this policy includes stocks, bonds and securities, which create
2 high degree of risk because your cash value and the security of your death
benefit can be impacted by the performance of your investments in the stock
market.

4. Scared of the dark: Again, it is crucial that you read the prospectus
provided with this policy before making any investment decisions since it is
your responsibility to manage the accounts. If the investments take a dive,
so will the value of this policy.

5. Under their spell: Unscrupulous insurance agents love this policy because
there are so many upfront costs that add to their commission and often they
may omit crucial information required to keep the policy valuable to the
policyholder. Insurance experts suggest you shoot for a variable universal life
insurance policy that has a guaranteed death benefit, o if the cash value
starts to decline, you won't lose the death benefit.

This article was originally published by Life Quotes, Inc.

& Category: Featured Story, Life Insurance
@ Tags: life insurance complications, life insurance policies, life insurance
quote, read the fineprint, scary life insurance, things you should know about

lifa inciranca
[T [ [@temet
B)start| |6 ar1; Gits ot Gry - on...| € Businss - Goge News .| [ The Top 5 Scariest Ehi | 5] fe.docx - irosoft Wor

Pl

B, szran




image65.png
=181]

1) [ tetpissmm.star-tslogram.comf2012/01 /0313632357 waco-ife-nsurance-fr-sccused. el [l 40 [ x| [R uive search

| He Edt

Vew Favortes Tooks Help

U Favortes

Congratulations!! You have won

Waco life insurance firm accused of systematic fraud todays contest in Inkster

Posted Tuesday, Jan. 03,2012 1 Conment @ prnt @ Resrits [ Share Click below to

Topics: nvestnents, Texas Cres, Wace, Texas claim your prize of a:

Tagss Securties and Exchange Conmssion, Rebert Knuzam, Haco, fraud $1,000 Walmart Gift Card!

e cowers .| s
BY BARRY SHLACHTER © Have more o add? AFTER CHRISTHAS
bam@star-elegram.com News tip? Tellus

Waco-based Life Partners Holdings and three of ts top execuives were
accused Tuesday by the Securities and Exchange Commission of

"systematically and materially” misleading investors about the life 0 OD“U‘OW
expectancy of people whose lfe insurance policies i iraded DONATE

The scheme inflated the value of the company's stock, according to a suit that the SEC's Fort Worth

offce fled in federal court in Waco TEXAS RANGERS
Investigators say CEO Brian Pardo sold about $11.5 million of Life Partners stock at inflated prices while AL CHAMPIONSHIP GEAR
having information not available to the public about the company's dependency on short-ifespan
estimates

“Life Partners duped its sharholders by employing an unqualified medical doctor to assign baseless life
‘expectancy estimates to the underlying insurance policies,” said Robert Khuzami, director of the SEC's
Disision of Enforcement

“This deception misled shareholders into thinking that the company’s revenue model was sustainable
when in fact it was ilusory.”

Pardo. 69, denied the accusations. saying: "It s very disappointing that the SEC has chosen to pursue
litigation over issues that we believe have no merit and financial presentation issues that we do not believe
are material

Other
"We have always done our best to deliver value to our sharehalders and to run an honest and transparent favorites:
‘company. We intend to vigorously defend oursehves against these meritess claims." Cowboys
The federal action could become a political embarrassment to Gov. Rick Perry, who is running for the Rangers
Republican presidential nomination. Perry’s campaign used Pardo's Cessna Citation X business jet and Havs
according to The New York Times, acknowledged underpaying Pardo nearly $23,000 for nine days early Stars
in Perry's White House quest TuCT“
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“The federal action could become a political embarrassment to Gov. Rick Perry. who is running for the s
Republican presidential nomination. Perry’s campaign used Pardo’s Cessna Citation X business jst and. ave
according to The New York Times, acknowledged underpaying Pardo nearly $23,000 for nine days early Stars
in Perry's Whits House quest. Tcu

ur

The SEC fiing deals only with Life Partners, which served as a lfe settlement” broker — pairing people s
who no longer can affod their policy premiums with investors who took fractional interests in the policies Tech
‘Sometimes policies were bought fiom companies who had insured key workers b then had litle interest ou
in the insurance after the employess lef e
“The senior-most executives at Lifs Partners concealed significant risks to the business, manipulated unT
financial statements with improper accounting, and knowingly profted from their misconduct by executing st

insider trades based on information that was not available to the public.” said David Woodcock, director of
the SECs Fort Worth office.

The three executives were identiied as Pardo, counsel Scott Peden and Chief Financial Officer David
Martin, the SEC said.

The suit seeks unspecified civl penalties from the three as well as the retum of stock trade profts and
bonuses from Pardo and Martin

In 1999, Life Partners hired Donald T Cassidy. a Reno. Nev.-based oncologist trained in Galveston to
estimate people's life expectancy vithout having any actuarial education or experience. the complaint
alleged

“Pardo, Peden and Martin were aware that the Cassidy-rendered lfe expectancy estimates were
systematically and materially short " the SEC said

In a lfe settlement transaction. the estimate of a person's lfe expectancy is crucial in figuring the market
price that investors would pay. More would be paid for policies of people who have shorter lfe
expectancies since they would get their share of the interest in the death benefit sooner, the SEC
complaint said

The market can be gamed by declaring life expectancies to be shorter than typical industry methodology
would

From fiscal 2007 through the third quarter of 2011, the company misstated net income by prematurely
recognizing revenue while understating impairment expense by millions, because they were based on
Cassidy's inaccurate analyses, it said

Cassidy had been instructed to use life expectancy methodolagy worked up by Dr. Jack Kelly. also of
Reno, who was the company’s former undenuriter and a part owner who "died unexpectedly” in 1999, the
SEC said

[pre—

Shooting victim: Tm bleeding to death’

Jerry Jones has no plans to step down 3s Cowboys
Gl

Pery reassessing campaign after big setback in
lowa

Owner of LaGrave Field files for bankruptcy protection
Danvish visits Rangers: no deal reached
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That DLG was a scam was not at issue in the case. Rather, the dispute boils down to
whether MetLife should be responsible for the actions of an insurance salesman who also
brokered policies for other companies.

In their arguments to the court, MetLife's attorneys said the salesman who pitched
Ramirez on investing in DLG was not exclusively a MetLife agent, that MetLife had no
business relationship with DLG and that Ramirez had no relationship with MetLife.

But Ramirez’s attorneys successfully argued that the salesman was answerable to Tony
Russon, a MetLife affiliated broker, and that MetLife was responsible for Russon’s
actions.

Russon, Ramirez’s attorneys said, had a business relationship with Friedman and the two
together came up with the notion of getting investors to jointly invest in DLG and take out
MetLife insurance policies.

After an eight-week trial, the defendants were found liable Tuesday for negligence and
aiding and abetting financial elder abuse and violation of California securities laws.
Ramirez also was awarded the money she lost in the scheme. The punitive damages were
awarded Wednesday after separate deliberations

“Companies have to be liable for the conduct of their agents,” said Richard Donahoo, one
of the attorneys representing Ramirez and other investors who are pursuing claims against
MetLife.

Ramirez is one of 98 plaintiffs who have sued the insurer in a handful of cases related to
investments in DLG, but her case was allowed to proceed first because of her medical
condition. A case involving more than 30 plaintiffs could go to trial next spring.

An attorney for Russon could not be reached for comment.

Ramirez originally invested about $280,000 in DLG but recouped some of that in
payments from a court-appointed receiver that took over the investment fund in 2009. She
was still out nearly $240,000.

“I'made up my mind a long time ago that that money was gone,” she said.
james.koren@latimes.com

Follow me: @jrkoren
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‘Cassidy had been instructed to use life expectancy methodolagy worked up by Dr. Jack Kelly. also of
Reno, who was the company’s former undenuriter and a part owner who "died unexpectedly” in 1999, the
SEC said
Pro Lawn Service
Cassidy. a 1974 graduate of the University of Texas Medical Branch at Galveston. got his marching Weekly or Bi Weekly 817-946-
orders during Kelly's funeral, the commission claimed. He was paid $500 per lfe expectancy analysis, 6728
then given an additional $15.000 a month, the SEC said 5. Garage Door
rage Door
By March 2009, Pardo. Peden and Martin "knew, or were reckless in not knowing” that 90 percent of Inexpensive Garage Door Repair.
policies reviewed by Cassidy had exceeded the dactor's life expectancy estimate, the SEC stated Home Of The Free Service Call.
817.235.3263
Cassidy made thousands of estimates, which were never reviewed for accuracy. during his decadelong
affliation with the Texas fim. it said. Even when a consuhtant hired by a potential investor reported to
Pardo in 2006 ~ seven years into Cassidy's tenure ~ that the doctor's figures had not been checked. no
action was taken. the SEC said
Cassidy could not be reached to comment Tuesday night. His answering senice said, "Dr. Cassidy
doesn't speak to reporters "
Among misleading statements to investors, Pardo said during teleconferences in 2007 and 2008 that Life
Partners was delivering "double-digit” retums, the SEC said
But he knew such retums were impossible even in the best-case scenarios, in which all of those insured
die within the company's estimated life expectancy period. the SEC said. Actually. 2,900 insured people
had outlived the company’s predicted lifespan. it added
Barry Shlachter, 817-390-7718
Looking for comments?
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Life insurance isn't always best option
1an.5,2012 | 1 Comments
HME@< -AA%
RieeBibom Happy New Year! As | was out and about during the holidays, | was
Guest Columnist approached by a man who told me that he was going to be refiring in
2012. We talked about a number of different issues with regards to
FILED UNDER

his refirement and, on the whole, | think he was in pretty good shape.
News One area in which he needed some advice was term lfe insurance
Farmington He told me that about 10 years ago when he was married (he is now
divorced), his wife convinced him to buy an aditional lfe insurance
policy. The policy he referred tois a term policy with about five years
stillremaining before it ends. The policy also has a conversion option
whichwould allow him to convert to a whole life policy without any
health check.Although the man's agent is teling him that he should
take advantage of this option, he is not sure it makes sense. He
asked me what issues he should consider in deciding whether to
convert the policy or not

Itold him the first issue to consider would be whether anyone would
lose out financially after he passed away. As [ve mentioned many
times, lfe insurance i not an investment but a means of covering risk.
Therefore, when it comes to life insurance, you must always determine
if there is anyone financially dependent upon you. ff there is no one
financially dependent upon you, then you do not need lfe insurance. In
fact,if that was the situation, | told him that not only should he not
convert the policy, but he may even wish to no longer make any further
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premium payments. One of the things that people are sometimes
unaware of is that if you have a term life insurance policy you can

cancel it at any time. Simply said, if you don't make the premium Most Viewed
payment, you have in effect cancelled the policy.

PHOTO GALLERIES.

Ibelieve thatlife insurance is a need-based item and you should only
buy itif a need exists.

If he needs life insurance, converting was certainly an option.

However, that doesn't mean that he could not shop for a new policy. N
NORTHVILLE girls NORTHVILLE boys

Over the last decade, lots of things have changed with ife insurance  hoops hoops vs Miffrd

and  told him that it may be possible to shop around and get a new

policy that would be better than converting the old policy.

Ialso told him that another legitimate reason to keep the life insurance
is simply because he wants it. Many people will buy life insurance
policies because they want to leave something extra to a charity or
some other organization. In addition, some people like to buy life
insurance just so they can leave extra money to a loved one. Atthough
life insurance may not be the most effective way of accomplishing this,
it certainly is something to consider.

‘SUBSCRIBE TODAY

Subscribe to one of our
‘weekiies for home delivery and
receive a SPECIAL
INTRODUCTORY OFFER.

For as long as I've been in the financial world, one thing that | have
consistently seen is insurance being oversold, particularly life
insurance. Not everyone needs life insurance and life insurance is not
agood investment. After all, in order to collect, someone has to die
and I'm sure that is never the goal of an investor.

One last thing regarding life insurance and that is never let an agent

talk you into anything that you're not comfortable with. Take your time,

shop around and receive competitive bids. Make a decision when you =
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Prudential to settle on life insurance policies oo Sat Tra s e

Docors
Fublished: Saturday, Jan. 14, 2012 - 12:00 am | Fage 68 o Share
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Prudential Life Insurance will pay up to $20 million to the families of certain deceased life 537.75 Lt e Per ustomes.

insurance policy holders in California, under a setflement announced Friday by the state e

. Inkster:Mom Makes Botox £
Controller's Office. ) Doctors Furious <
/ e SO

The settlement, which includes 17 other states, is part of a nationwide probe that found some life ROl oory Tt Mikes Botox s

insurance companies were routinely failing to pay death benefits and letting policy cash reserves
dwindle to nothing.

The settlement identifies more than 1,000 Prudential accounts of Californians who have been dead
at least 15 years. The average cash value on the policies is $2,000.

‘Prudential must restore the accounts' full value, as well as pay 3 percent interest.

AN Findthe
; BEST
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findosave
It's the second settlement in an ongoing audit of 21 life insurance companies initiated by state findnsavesaches.com

Controller John Chiang in 2008. Click to
SAVE MONEY!

"We are expecting more settlements. It's all part of getting the industry to change its practices,"

said spokesman Jacob Roper. MOST VIEWED
Motown Miracle - Ruffin Jr. "Dies” at Xmas but

The Controller's Office is sending letters to those affected. For more information, contact a Sings at Victorino Noval Foundation New Year's

Prudential office or the state's unclaimed property office at (800) 992-4647. Bash
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Cancel life insurance policy to raise needed money

1an22,2012 | Comments
H@ < DAAR
e Q: Dear Rick: I'm in a situation where | need about $20,000. 1 don't
Guest Columnist have that much money liquid, but| do have a few different options as
to where | should get it from. | hope you can help me make the right
FILED UNDER

decision. I've aftached a list of my assets so you can see what | have. |

News am considering to either take a cash advance on my charge cards or
Pymouth

borrow the money from a friend. My friend has told me that he would
lend me the $20,000 at a 10-percent interest rate. What do you think
is the best way to come up with the $20,0007 | am single and have no
dependents.

MostPopular  Most Commented  More Hesdlines

A: Considering that you are single and have no dependents and after
reviewing your information, | recommend taking $20,000 from your
whole-life, life insurance policy. From the information you've provided,
it appears that you have a cash-surrender value of approximately
$25,000. Since you do not need the lfe insurance policy, it would
make sense to cancel it and use the cash-surrender value for the

. Police say New Hudson driver killed in
$20,000 that you need. To me, this is the least expensive option that South Lyon parents protest district's
&k |

accident was drunk.

Myers leaves lasting mark on Novi

you have and the one that makes the most economic sense. In plan to shuffie students
addition, you'l have the benefit of not having to pay future life
insurance premiums. At this point in time in your lfe, you don't need
life insurance, so why pay for it?

Family plans memorial for man who
fell from Ambassador Bridge

Campus rivals go to wire in hockey
twinbill
In reviewing your other options, if you decide for some reason not to
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In reviewing your other options, if you decide for some reason not to
cancel your lfe insurance policy, another option would be to borrow
from your 401(k) plan. You have sufficient assets in your 401(k) and
borrowing the $20,000 from your account should not be  problem. Of
course, you need to confirm with your employer whether you are
allowed to borrow from your 401(k) plan (most plans do allow) and
find out the interest rate. Generally, the interest rate on a 401(k) plan
iss much lower than what your friend is giving you and certainly much
lower than taking a cash advance. Therefore, my second option would
be to borrow against your 401(k) plan.

The last option I would consider, and one | would only use if there was
absolutely nothing else available, would be to take a cash advance
against your charge card. Keep in mind that this is absolutely the
worst way to borrow money. Not only will you pay the highest interest
rate, but in addition, the interest is not tax-deductible. Its also never a
good idea to finance a purchase using charge cards. My philosophy
is charge cards should only be used as a matter of convenience. Ina
perfect world, which we know this isn't, | would tell people never to
carry a balance on their charge card. | recognize this isn't always
possible. However, itis a goal that you should be striving for.

Many people have lfe insurance policies that they no longer need. In
many of those situations, | recommend cancelling the policy. After all,
why pay for something you don't need? The question| generally tell
people to ask themselves is would they buy the policy today. ffthe
answer is no, the next question is why are you keeping it? We should
all review life insurance policies we have and if we don't need them,
the next step should be to ask, why we are keeping them? Good luck!
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5 Common Myths About Life ot Finesse
Insurance Needs e

+ Follow on Forbes
Bl ek Carter, Contibutor
Financial Finesse was founded in 1999 with a
+ Comment now single objective: Provide people everywhere
vith the information and guidance they need to
become financially secure and independent.
Today, we are the leading provider of unbiased.
Do you have enough life workplace financial education in the US. We.
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insurance to provide for
your family if something
wereto happentoyou?  *™t/  oug warrers
Thisis question
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unfortunately, many

people have no idea.
After all, death and pushy N o2
lifeinsurance agentsare & ™"

two things most people
would probably rather
not deal with.

+ show more
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Butit's an important question. If
you don't, you could leave your
family in a difficult financial
predicament. On the other hand, if

you buy too much, you could end up s
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you buy too much, you could end up
wasting thousands of dollars on
something you don't really need. When determining how much life insurance
to buy, here are some common myths to steer clear of:

1) Everyone needs to have life insurance.

Life insurance has two main functions. The most common is to provide for
people who are financially dependent on you like children and perhaps a
spouse. The second is to pay estate taxes so that your heirs won't have to sell
property or a business to do so.

If you don't have dependents or a taxable estate (currently over $5.12
million), you may not need life insurance. Keep in mind that insurance
companies collect premiums, invest the money, and then pay their expenses
and make a profit with the difference. This means that on average, most
people would be better off skipping the insurance and investing the money on
their own since the insurance companies pay out less than the total amount
that they collect plus the investment returns. On the other hand, your family
could be one of the few that really needs the insurance. Like all forms of
insurance, the key is to have as much as you need but no more.

One final note on this is that even if you don’t currently need life insurance,
you may still want to purchase it now. That's because if your health
deteriorates, it could be a lot more expensive or you may no longer be able to
purchase it at all when you need it. So if you anticipate needing life insurance
in the future, it might be a good idea to get it while you can.

2) You need life insurance to pay off your debts.
This is a common myth. Many people are concerned about their heirs
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2) You need life insurance to pay off your debts. =

This is a common myth. Many people are concerned about their heirs
inheriting their credit card or other debt they may have accumulated. While
debts can reduce the inheritance that you leave your heirs, they won't have to
pay off any remaining debt unless it's a joint debt.

3) Everyone needs life insurance to pay for your funeral and other
final expenses.

Purchasing a life insurance policy for this purpose can be the most expensive
way to fund it. If your heirs will be inheriting any savings or other liquid
assets, they can always use them to pay these costs. But if your debts wipe out
your estate, a small final expense policy may make sense to avoid leaving your
heirs with this burden.
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We would like to think of life insurance agents as trusted advisers whose only aim
is to get us the right coverage. But the nature of life insurance — and the job of life
insurance agents -— makes them something close to our natural enemy.
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5) You don’t need to worry about your life insurance policy after + Follow on Forbes
you purchase it. Financial Finesse was founded in 1999 with a
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Since rates have been coming down down for years due to longer life provide cust fi
expectancies, it may also be a good idea to see if you can purchase the same
amount of insurance for a lower cost, especially if your health status or PR
lifestyle has improved. There are sites like termasale and Forbes Best of the
Web favorite insure.com that allow you to easily compare the rates of low-cost 1] 42l KR
term policies online. Just be sure that you've secured a new contract before
dropping your old one. MORE FROM FINANCIAL FINESSE
o
Protecting your family is important but so is making sure you're not wasting A&
money on insurance that could be used for other financial needs. The key is to
find the right balance for you. Don’t let these common myths throw you off.
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When Life Insurance Isn't Worth It
Greg McFarlane, provided by

(1)INVESTOPEDIA

Monday, March 18, 2012

[ sane [ e

< swame CJ coments & rotisz= ]

HORE IIVESTOPEDA HEADLIES The principle behind life insurance is simple, | 0
in theory. Tt's also morbid, at least compared
to other financial services. You pay small
amounts at monthly intervals, and should you @
die, a beneficiary of your choice gets a sum of

‘money approximating what you would have

« Making Sure Your Jewelry Is
Insured W Tweet

+ Insurance College Students May
Need

+ Affordable Healthcare Act 101: What
To Expect Now And Later

« Why You Should Buy Life Insurance

+ The Facts About Rental Car earned had you stayed alive. 0
ceravore ‘That's the stark truth right there, whichalot 2 1

of life insurance customers fail to
comprehend: the service is supposed to be nothing
‘more than a replacement plan. The idea s that should
‘your family suffer a crisis that transcends finances, at
least their finances won't be impacted too negatively. If
you die, your spouse and kids won't have to take on
multiple jobs, beg for alms nor lose the house and car.
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Hedging Your Bets

It's important to remember that life insurance isn't

really “insurance” in the dictionary sense. When you buy life insurance, you're not
‘insuring” anything. No matter how much money you give them, Ameriprise can't keep

you from dying. No, life insurance is more about hedging your bets than anything else.

While you'd prefer to live, if fate has an alternate plan then you can spend money now to

help your family avoid multiple catastrophes later.

But s a result of it being called insurance,there's an overly conservative type of person
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But as a result of it being called insurance, there's an overly conservative type of person
who believes that if "coverage” of some kind is good, then more coverage must be better.
‘Buying life insurance thus becomes a test of one's capacity as a responsible adult and
breadwinner. What kind of person doesn't want to protect their loved ones? To that end,
some people insure anything that moves - even (especially) their children.

Sounds great in principle, until you remember that kids don't earn any money. Or at
least not any money that'd be difficult to replace. Which reinforces the morbidity of life
insurance: losing a child is such a colossal tragedy that if there's any eventuality that
needs to be prepared for, it's that. Some parents argue that they couldn't function after
the death of a child, and thus a policy on said child helps them sleep at night. But if you
claim you're not going to be able to function anyway, why not keep the money you'd have
otherwise spent on life insurance for someone who barely earns any income?

‘The same goes for older relatives. Both the healthy and infirm have a decreasing amount
of time remaining, and the less healthy an older relative is, the smaller the death benefit
you'l receive for a policy of a similar premium size. Add retirees'limited income
(regardless of how substantial their net worth may be), and much of the time, senior
insurance seems like an unwise move.

How Much You'll Get

Stay alive, and a standard term life insurance plan has zero return. Start a 20-year term
policy today, and if you don't die by 2032, you'll have received nothing. That's not a bug
of life insurance design, but a feature. After all, throughout the policy's term you're
getting whatever peace of mind comes with knowing that your death won't impoverish
your family. Most policyholders understand this, and appreciate that life insurance isni't
intended to be an "investment” in the conventional sense.

Other insurance customers are uncomfortable at the idea of sending a long series of fixed
payments to a financial services firm with the certainty that they'll never see any
potential for profit. Rather than accept life insurance for what it is - again, a replacement
plan - these customers want some sort of return. Thus the industry devised whole life
insurance and universal life insurance. two variants on term life insurance that each offer
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Other insurance customers are uncomfortable at the idea of sending a long series of fixed
payments to a financial services firm with the certainty that they'll never see any
potential for profit. Rather than accept life insurance for what it is - again, a replacement
plan - these customers want some sort of return. Thus the industry devised whole life
insurance and universal life insurance, two variants on term life insurance that each offer
a cash value beyond the standard life insurance death benefit. You pay a little more each
‘month than you would with a term policy (we'd call the little more a "premium” but itd
just confuse things), and the difference builds and can be redeemed at your convenience.

Purchasing policies more complex that a term life insurance policy could make economic
sense if the cash value increases quickly enough. But investing and insuring are two
different and usually incongruent goals. There are surer and more direct ways to invest,
beyond enhancing one's insurance policy with a form of annuity. A combination
protection plan/investment plan s like a combination toothbrush/nail file, assuming such
a thing exists. The hybrid probably isn't going to perform either task as well as the
disparate products it aims to replace.

The Bottom Line

‘This isn't a jeremiad against life insurance in principle. If you've got sufficient income, a
risky enough likelihood of staying alive (which a prudent insurer will take note of and
charge a correspondingly higher premium for), and enough dependents with little earning
power among them, a term policy isn't necessarily a poor way to spend your money. Just
remember that investing is deferring spending in hopes of a financial gain. Insuring is
spending now in hopes of avoiding financial loss. In that respect, the two activities are
almost opposites. An insurance policy that masquerades as an investment is rarely going
to be your best option for accomplishing the conflicting goals of maximizing return while
minimizing risk.

Original story - When Life Insurance Isn't Worth It

Copyright (c) 2012 Investopedia US. All rights reserved. Investopedia.com is a division
of ValueClick, Inc.
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Last month, Glenn Neasham, an independent insurance agent, was ordered to spend 90 days ———
in jail on a felony-theft conviction for selling a complex annuity to an 83-year-old woman who
prosecutors alleged had shown signs of dementia

The agent's conviction, by a state-court jury in Lake County, Calif., is sending shivers down the
spines of Mr. Neasham's peers across the country. They can't recall another case where an
agent was sent behind bars for selling an annuity.

j  Agents "who steal from vulnerable seniors wil
§j  notgetaway with their shameful tricks.”
Steve Poizner, the state's then-insurance
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when Mr. Neasham was arrested

Mr. Neasham, 52 years old, maintains the
woman appeared fine and wasn't confused at
the time of the 2008 transaction and that he
acted appropriately. His lawyer has filed
notice of appeal, and a bail hearing is
scheduled for this week

The case underlines authorities' continuing discomfort with “indexed” annuities, savings
products that pay interest tied to the performance of stock- and bond-market indexes. Insurers
guarantee that buyers won't lose any of their principal but in return charge sometimes-steep

penatties if investors withdraw their money early, for periods that can stretch beyond a decade.

Rising Index
Sales of indexed annuities have
surged in the past decade.
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Indexed annuities are aftractive to agents because
of the high commissions they receive from insurers,
which can be 12% or more of the invested amount

But Mr. Neasham's case has led some agents to
think twice before offering the products

"Its very scary,” said Peter Langelier, an agent in
Maine. "There is nothing in insurance-licensing that
prepares you as a nonmedical person to diagnose
dementia.”
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of the high commissions they receive from insurers,
which can be 12% or more of the invested amount

But Mr. Neasham's case has led some agents to
think twice before offering the products

"Its very scary,” said Peter Langelier, an agent in
Maine. "There is nothing in insurance-licensing that
prepares you as a nonmedical person to diagnose
dementia.”

Some agents said the Neasham case is compelling
them to scale back sales of indexed annuities even
as demand is cresting. Historically low interest rates
and a volatile stock market have helped draw
buyers. Sales have more than quadrupled in the
past decade, swelling to $32.2 billion in 2011,
according to Limra

"The case will definitely have a chilling effect,” said Larry Rybka, chief executive of Vallark
Securities Inc. in Akron, Ohio, which includes an insurance brokerage. Mr. Rybka fired off a
memo last month on the case to his firm's internal compliance and marketing teams, reinforcing
instructions to make sure brokers warn prospective buyers of the withdrawal penatties and
other features. The firm for years has discouraged agents from selling certain indexed
annuities. Now Mr. Rybka wants them to sell even fewer.
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Arthur Rudnick, a White Plains, N.Y., agent, said the case wil be " the back of my mind" Wit Caterpillar Finds Labor

elderly clients, and, "more so than ever, I'd be willing to walk away from a sale." He added Can Be Cheap

"Anybody who has common sense that is aware of this case will come to the same realization."

So far, insurers say they aren't seeing a sales decline, though agents are calling with

Questions = Karzai Blasts U.S.
Over Shooting Probe

“Indexed annuities protected people during the 2008-2009 downturn,” said a spokesman for a e

U.S. unit of Allianz SE, [ALVXE +1.62% | which issued the annuity at the heart of Mr. Neasham's

case. "They didn' lose principal, and more people are seeing the value of that protection.”

In the mid 2000s, private plaintiffs and state attorneys general sued insurers for alleged = No Reliefin Sight at

unsuitable sales of the products to elderly people who lost money because of the withdrawal Gas Pump

penatties. To resolve the suis, insurers agreed to better screen buyers for financial suitabilty,
among other changes

In an interview, Mr. Neasham said the elderly woman, Fran Schuber, arrived at his office with
her longtime octogenarian boyfriend, who had bought an indexed annuity from Mr. Neasham
years before

The boyfriend, Louis Jochim, said in an interview that Ms. Schuber knew he was pleased with
his annuity and wanted one as an alternative to a bank certificate of deposit. Ms. Schuber "was
mentally competent,” Mr. Jochim said.

The criminal case, under a state law specifically protecting elderly people, is rooted in what
happened next: Ms. Schuber and Mr. Jochim went to a local bank to withdraw $175,000 for the

@ Goldman Reviewing Policies on Conflicts

Get your 8 week risk free trial SUBSCRIBE NOW

Most Popular Video »
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purchase. A bank manager then notified California’s adult-protection officials, saying the
woman seemed confused and influenced by Mr. Jochim, court filings show.

Lake County Senior Deputy District Attorney Rachel Abelson said in a court filing there was
"sufficient evidence presented [at trial] to show that Fran Schuber was not capable of
consenting to the transaction in question and evidence showed that [Mr. Neasham] knew that at
the time." In an interview, Ms. Abelson said a $14,000, or 8%, commission "played into his
criminal intent."

Had Ms. Schuber pulled her money out within the first year of ownership, she would have had
to pay a penalty equal to 12.5% of the principal, according to Allianz.

Alianz cleared the sale as financially suitable after the woman signed a form stating she had
sufficient liquid assets, the company spokesman said. Such reviews aren't intended to
diagnose dementia, he added

By last year's trial, Ms. Schuber was too ill to testify. The annuity was cashed out in January by
Ms. Schuber's son, Theodore, who was named her conservator last September, said his
attorney, Mary Heare Amodio. Allianz returned the principal with interest and no penalties, Ms
Amodio and the insurer said

As his April 18 reporting date to Lake County Hill Road Jail approaches, Mr. Neasham said he
has had "really bad dreams” about going behind bars. Once earning $500,000 annually, he
now seeks donations for legal fees.

"I never expected conviction,” Mr. Neasham said. "I thought the case would be thrown out.”
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SBLI Life Insurance

$250,000 age 30, $13.70/mo. $1M age
40, $57.42/mo. See Your Rate Here!
www.SBLI.comlfe-insurance

Term Life Insurance

$1* Buys $50,000 Life Insurance. No
Medical Exam. Buy Direct.
Start1Dollarinsurance.com
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If you have life insurance, make sure your beneficiaries know who they are and where they can find your policy after you're
gone

Are life insurers sitting on payable
policies?
States investigating how life insurance companies pay claims.

March 24, 2012 | Paul Muschick | The Watchdog

If you don't give them the information, that policy isn't going to do anybody any good. Officials in several states, including
Pennsylvania, say that happens too frequently, resulting in payable claims not being filed

Ads By Google

Affordable Term Insurance

Term Life Insurance As Low As $21 Per Month For $500,000 Of Coverage
metife.com

AARP 50+ Life Insurance

From New York Life. No Exam, just Health info. See Affordable Rates!
NYLAARP com/Life-nsurance
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"Independent agents save you time and money," said Chris Huntley, co-founder of
JRCInsuranceGroup.com. "Rather than completing applications and medical
exams with 15 different insurance companies to see which one will approve you at
the best rating, make one call to a qualified independent agent, who can place you
with the most appropriate carrier based on your unique personal and medical
history."

In alot of ways, what hurts us as consumers of life insurance actually benefits life
insurance agents. Here are nine examples of what I'm talking about.

1. Their Income Is 100% Commission

Any time you're buying from a person compensated 100 percent by commission,
your radar needs to be up and in perfect working order. Being on commission
doesn't make a person evil. But it may change his or her perspective, as well as the
type and degree of products that you will be introduced to.

If the agent is entirely on commission, he or she will then have a vested personal
interest in selling you products that will result in you paying the highest premium
possible and hence yielding the highest commission.

2. You May Very Well Be Over-Insured
Whenever an agent evaluates how much life insurance you need to have, he will

almost inevitably start with numbers that are larger than anything you'd ever
imagine that you would need.

For example, it's not unlikely that the agent will suggest that you need to have life

w3 Life_insurance_comp. 9 Secrets Your LifeIn. | X3 | [ temp.oxt - Notepad
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A T y - To combat that, officials are pressuring insurance companies to do more on their own to look for deceased policyholders and -
A O pay their beneficiaries, even if a claim isn't filed. If beneficiaries can' be found, the states say the money should be turmed over
to their unclaimed property bureaus or treasuries
RELATED ARTICLES

The Pennsylvania Unclaimed Property Bureau, Pennsylvania Insurance Department and their counterparts in other states
recently reached agreements with Prudential insurance to address the issue. Prudential Financial told me it has been trying to

Past business ties cloud regulators’ tasks
identify payable policies and that the additional steps called for in the settlements will enhance those efforts

April 21, 2002

Families getting help in certitying deaths A January agreement between Prudential and unclaimed property bureaus and treasury departments in more than 30 states
September 27, 2001 says an auditor identified "what it considers to be proceeds that are required to be reported and remitted” to states. Prudential
doesn't agree that all of those proceeds are owed

Economic ills taking toll on Valley students
March 14, 2009 Officials say insurance companies have the ability to look for payable policies and some just aren't doing it

"We know that the failure to search for beneficiaries even though the company has access to death information is a pervasive
industry practice," Florida Insurance Commissioner Kevin McCarty said in a statement

FIND MORE STORIES ABOUT

Pennsylvania Insurance Department Its almost morally indefensible is what this comes down to," Jack Stollsteimer, director of Pennsylvania's Unclaimed Property
Bureau, told me. "If they were purposely siting on these benefits and they could have easily found these people, it's hard to
argue”

The Pennsylvania Insurance Department was among more than 20 state insurance departments that reached a separate
‘agreement with Prudential last month

The department told me insurers aren't legally obligated to search for policyholders who have died and then hunt for
beneficiaries. That doesn't mean, though, that they can ignore their obligations when deaths are known, spokeswoman
Rosanne Placey said

“Insurers are required to attempt in good faith to effectuate prompt, fair and equitable setilements of claims in which the
insurer's liabilty under the policy has become reasonably clear,” Placey said in an email. "They must also implement

rascnnahla ctandards far tha nramnt imactinatinn of claime
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Teasonable Standards for the prompt IVestgation of craims. 5

The agreements with Prudential require it to take steps to identify policies of deceased people. Prudential said it has been
doing that by cross-checking its policyholder data against Social Security death records

“No one's accused us of not doing something. We didn't do anything wrong,” Prudential Financial spokesman Bob DeFillippo
said. "We're agreeing to adopt new standards that weren't previously required.”

Ads By Google

Low Cost Life Insurance

Save up to 70% on Quality Term Life Get a Free Personalized Quote Today
www MatrixDirect.com

Senior Life Insurance

$16 a month could buy you $250k in quality life insurance coverage.
www Insure.com/Life

The agreements callfor those checks to be done more frequently and thoroughly.

Instead of looking only for exact matches, searches also will look for 'fuzzy” matches where letters in a name or digits in a birth
date or Social Security number might be transposed. Prudential must use a variety of investigative tools, including online
database searches, to identify potential beneficiaries and try to contact them

It's unclear how much money might be owed to beneficiaries of Prudential policyholders in Pennsylvania, or the state Unclaimed
Property Bureau if beneficiaries cannot be located, state officials said

Last year, a similar agreement with John Hancock insurance resulted in $8 million being paid to the Pennsylvania Unclaimed
Property Bureau, Stollsteimer said. More than $325,000 of that money has been retumed to rightful heirs through the claims
process

The Pennsylvania departments were among the lead agencies on the settlements with Prudential
[ [ @meme [ - [Riz%
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*One of the top consumer questions we receive at the Insurance Department s how to determine if a deceased loved one had
life insurance," state Insurance Commissioner Wichael Consedine said in a statement. "Since there is no data bank of this sort of
informeation, it is necessary that the companies do as much as they can to find beneficiaries.”

The department told me settiements may be reached with other insurance companies, too.
More informeation on this evolving tapic is on my blog at http://blogs. mcall.com/watchdog/.

If you think a loved one was insured but you couldn't find the policy information and didn't ile a claim, check with the unclaimed
property bureau for any proceeds at http://www patreasury.gov/unclaimedproperty.html

The Watchdog is published Thursdays and Sundays. Contact me by email at watchdog@mcall.com, by phone at 610-841-2364
(ADOG), by fax at 610-820-6693, or by mail at The Morning Call, 101 N. Sixth St, Allentown, PA, 18101. Follow me on Tuitter at
‘mewatchdog and on Facebook at Morning Call Watchdog.

Ads By Google
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#1 Rated Plan, Unlimited Benefits. 90% Reimbursement. Free Quote!
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Compare Term Life Rates
Life Insurance is Near All Time Low Save up to 70% on Life Insurance.
www AccuQuotel ife.com
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Your real age may not be used for life insurance
calculations

Your policy age will depend on how close you are to your next birthday.
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Paul Muschick
The Watchdog
9:20 p.. EDT, APRL 7, 2012

Twenty days may seem like a year in some situations. For life insurance purposes, 20 days actually can be a year.

Mary Kessler recently discovered her birth date was wrong on a policy she took out with New York Life Insurance
in 1977,

The policy lists her birthday as July 23. The correct date is July 3. Kessler, of Quakertown, found the mistake when
she was getting her financial affairs in order before recent surgery. She wanted to make sure her family had
everything together, just in case

Fortunately, that was unnecessary, as Kessler recovered nicely.
Afterward, she contacted New York Life to correct her paperwork.
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"I wanted it changed because | knew if anything would have
happened, my family would have had a hard time," she said.

She felt sick again when she got the response in late February.

ww
Bio | E-mail | Recent columns The insurer corrected the policy, but said it now considered her to be Loak for other fun science events throughaut the !
one year older at the time she bought the coverage. That meant the Texttha word Sciance to 52270to win fun prizes
TOPICS money she'd spent at the time wouldn't have bought as much
o [FEuETES ;::\éir;:gsg‘ and New York Life reduced her policy's value from $5,000

* Personal Service

Kessler called me to ask for help, saying she didn't understand how

e Christmas a 20-day difference makes her a whole year older.

See more topics »
"I wasn't a year older," Kessler said. "l don't know how they can do
that."

BY GOOGLE

| didn't know, either.

MetLife® Life Insurance p p " ;
Less Than $1/Day for $250,000 of New York Life told me it had adjusted the policy correctly. But after

Coverage. Get a Quick Quote Now! my inquiry it returned the policy to its previous value

metiife. com "Because her policy has been in force for an extended period of time .
. we thought it appropriate to do a work-around to keep her in the THE WATCHDOG BLOG._Addltlona

AARP 50+ Life Insurance same position she is today — the policy face amount and premium recources and much more in Paul My
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The letter says the insurance industry calculates age by determining
whether the policy holder is closer to their previous birthday or to
their next birthday, as of the day the policy is opened.

If their previous birthday was within six months, their age at that
birthday is used. If the previous birthday was more than six months
ago, their age at the next birthday is used

Kessler's policy effective date was Jan. 22. Using the erroneous birth date of July 23, her age was computed as 38
Changing her birth date to July 3 took her closer to her next birthday, meaning her policy age would have been 39.

Kessler told me she is happy that her policy has been reinstated, but said she still disagrees with how the process
works and wants others to know.

"This was very stressful to me," she said. "l just don't want this to happen to somebody else."
She said New York Life entered the birth date wrong on the policy.
"It was their error to begin with," Kessler said.
Copyright © 2012, The Morning Call
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Aninside view of annuity sales

comments| 0 Tweet More +

By Allan Roth

(MoneyWatch) COMMENTARY I've been offered a 6.25 percent
commission and an all-expense paid vacation at the Ritz Cartton
Grand Cayman! | can hardly wait. Unfortunately, I'm going to have
to wait forever, since | won't be taking the insurance wholesaler
up on this offer, which was emailed to me last week. Al is not

lost though, because it offers an insider's view of what so-called Market Update
planners can do to you

The email came from Dallas Financial Wholesalers (DFW), (TEER &3

though the sender was "FIRE SALE" and the subject subject line
was "6.25% COMMISSION." The email stated the client would

eam 8.25 percent for the first year and 3.57 percent for nine B 00w J0nes Industrisl Average (031)
years. Also, in big letters was a reminder of "6.25% Commission."

Ritz Carlton Grand Cayman (fom RitzCarlton.com) Dow 4 13,037.85 +5.10 (+0.04%)

The email provided a link to "play audio," where clicking on the hyper-ink allows you'to listen in on what DFW is
telling planners. You may want to do this before reading the rest of the story.

OFinancisiContent.com

Youll hear how | could make this big rate and join DFW at the Ritz in Grand Cayman. You'l hear what planners
are told about this "CD Annuity." You'l hear how I'd get a 6.25 percent commission "to sell this litle annuity." As
" " INTRADAY 3 MONTH 6 MONTH
the recording states, "Everyone wins with this big fixed rate and big commission. — &
< | 3
[ @ [ @ meme [~ [Riz% -
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Well what would be wrong with me making this big juicy commission? Why shouldn't | enjoy a few days on Grand
Caymanlsland? Personally, petting the stingrays is something I've never grown tired of.

Aviable variable annuity?
Annuities and the $100,000 challenge
Annuity industry gets name makeover

Can you earn a fixed rate of 3.57 percent at a bank? | think not. After all, I'm advising some clients to open CDs
paying only 1.74 percent to 2.5 percent right now. Should | change my hourly planning model and get an
insurance license?

The rest of the story

Sol called the number and spoke with a woman named Caroline. | asked for some more information. She
explained the insurance company's name is Liberty Banker's Life. And, to get that all-expense paid vacation from
August 20-25, Id have to sell $1.5 million of this product or one from a sister company.

linterpreted the advertised rate as 8.25 percent for the first year and 3.57 percent thereafter. But the paperwork
DFW sent showed the rate for the following years to be only 3 percent, though the insurance company could pay
more atits discretion. And, since the insurance company is paying great commissions, my clients would pay
large surrender fees, as high as 16 percent

The deal killer, of course, was what wasn't in the advertisement. Liberty Banker's Life has an A M. Best credit
rating of "B-" DFW didin't mention this in the advertisement, but the "about us" page on Liberty Life did. AM
Best defines this rating as the bottom of the "fair" category in a column labeled as "vulnerable." Not exactly the
same as a CD backed by the U.S. government. An annity from a "vulnerable" insurance company might be
more comparable to a "junk” bond fund. The Vanguard High Yield Bond Fund was yielding 5.71% on the day
received this email. While your state insurance fund is supposed step in if Liberty Banker's Life goes belly up, |
wouldn't count on it, as states dont have money and it could take a very long time, if at al, to get the funds from

US stock futures
week
Mar 26, 2012
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other insurance companies. On the other hand, the annuity doesn't have the liquidity of the junk bond fund

Itwice asked DFW why the company didn't mention the B- credit rating of the insurer in the Solcitation but no one
returned my email or call

There won't be a free trip to the Grand Cayman Ritz for me. | won't be changing the name of my firm to "Honest
Al's Annities," which is too bad because | think it has a snappy ringto it

As1said, allis not lost, as | got something even more valuable than the trip. | got a column giving you a glimpse
into what can motivate us financial planners. Yet another example of why it is always prudent to be suspicious of
‘exactly what motivates planners when they are asking you to trust your nest egg to them.

©2012 CBS Interactive Inc... All Rights Resenved.

Allan Roth
>> View all articles.

Allan S. Roth i the founder of Wealth Logic, an hourly based financial planning and investment

advisory firm that advises clients with portfolios ranging from $10,000 to over S50 million. The author of
How a Second Grader Beats Wall Street, Roth teaches investments and behavioral finance at the University of Denver
andis a frequent speaker. He is required by law to note that his columns are not meant as specific investment advice,
since any advice of that Sort would need to take into account such things as each reader's willingness and need to take
risk. His columns will specifically avoid the foolishness of predicting the next hot stock or what the stock market will do
next month. His goal is to never be confused with Mad Money's Jim Cramer.

Follow @Dull_Investing

Add A Comment
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All Annuity Rates and Compare
OnlineAnnuityRates.com/Compare

7% Annual Annuity Return

Get guaranteed lifetime income and
reduced risks to retirees all here
AdvisorWorld.com/CompareAnnuities

Best Fixed Annuities

See Annuities Yielding 9.65% APY. Your
Source For Annuities & More.
Topicologist com/fixed-annuities
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