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More of the same on these pieces too:
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http://www.toolsformoney.com/buy_term_invest_difference_calculator.htm
http://www.toolsformoney.com/estate_planning_software.htm
http://www.toolsformoney.com/etfs_are_the_tail_wagging_the_market_dog.htm
http://www.toolsformoney.com/finra_compliance.htm
http://www.toolsformoney.com/fixed_annuities.htm
http://www.toolsformoney.com/investment_comparator.htm
http://www.toolsformoney.com/Just_say_no_to_American_Funds.docx
http://www.toolsformoney.com/Life_insurance_company_business_model.docx
http://www.toolsformoney.com/More_about_ETFs.docx
http://www.toolsformoney.com/more_on_why_you_should_be_your_own_ria.docx
http://mrmarkettimer.com/Never_Forget_the_Financial_Meltdown.docx
http://www.toolsformoney.com/ria_setup_consulting.htm
http://www.toolsformoney.com/variable_annuities.htm
http://www.toolsformoney.com/why_whine_about_the_life_insurance_industry.htm
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Fixed indexed annuity sales are projected to decline 30% to 35% next year
due to a new Labor Department rule raising investment advice in retirement
accounts, according to Limra, signaling the disruptive power the regulation
will have on insurance companies and product distributors.

Limra, an insurance industry group, estimates fixed indexed annuities will
exceed $60 billion in sales this year, which would be a 15% to 25% increase
on the 2015 annual total and represent the ninth consecutive year of sales
growth for the products.

However, as insurance companies and distributors such as broker-dealers
begin complying with the Department of Labor's fiduciary rule by the initial
implementation deadline in April, fixed indexed annuity sales will likely see
a steep drop-off beginning in the second quarter, according to Todd
Giesing, assistant research director at the Limra Secure Retirement
Institute.

Limra anticipates next year's annual product sales
will decline to $40 billion, a level not last seen since

DOL Fiduciary Rule?

N 2013.
Questions fo Ask.
The DOL regulation makes a fiduciary of anyone
providing investment advice for a fee in retirement
1 LPL Financial accounts such as 401(k)s and IRAs. Nearly two-

thirds ($34 billion) of indexed annuity sales last year
were funded through IRAs or rollovers from qualified
retirement plans, according to Limra.
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Economic conditions have helped fixed indexed annuity sales surge in
recent years. Low interest rates have depressed yields on vehicles such as
CDs, savings accounts and bonds, leading some investors to turn to
indexed annuities, which are marketed as products offering principal

protection with the potential to participate in stock-market gains. n Indexed annuity sales projected to
plummet 30% because of DOL
fiduciary rule

minimum

Further, companies traditionally focused on variable annuities have
successfully come to market with indexed annuity products, without
detracting from sales of those already in the market, Mr. Giesing said.

Finra bars former Independent
ancial Group broker for failing
to disclose trading accounts

sales were expected to blossom under the new regulatory regime. The DoubleLine smart beta stock fund
. . . . bucks the outflow trend

original rule proposal gave fixed indexed annuities an out from an

enhanced compliance standard, known as the best-interest contract

exemption (BICE), to which variable annuities would be subjected, leading

to the belief that fixed indexed annuities would serve as a pivot product

from variable annuities.

New estate rule would affect tax

Prior to the release of the final DOL fiduciary rule, fixed indexed annuity n Bond king Jeffrey Gundlach's
E strategies of ultra-wealthy

However, both indexed and variable annuities ultimately fell under the MUST WATCH
enhanced compliance standard in the final rule.

In May, Limra forecast a year-on-year drop of 25% to 30% for variable
annuity sales in 2017.

“Manufacturers and distributors will have to learn how to operate in this
new environment,” Mr. Giesing said.
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This distribution channel accounted for approximately two-thirds of
indexed annuity sales in 2015, according to Limra.

Under the BICE, a “financial institution” must enter into a contract with an
investor being sold an fixed indexed annuity on a commission basis.
However, IMOs are not considered financial institutions under the text of
the rule.

“That's one of the biggest disruptors we see to the FIA market right now,”
Mr. Giesing said, adding it will “morph” how IMOs are able to conduct
business in qualified accounts.

Sheryl Moore, president and chief executive of Moore Market Intelligence,
said although she doesn't forecast as steep a decline in sales as that
telegraphed by Limra, sales will undoubtedly suffer in a post-DOL world, in
large part because of the IMO conundrum.

In the absence of IMOs serving as a financial institution, insurance
companies could step in and take on the responsibility on their behalf.
However, insurance executives have said publicly it could prove too great a
risk.

“More than half of the salespeople that offer these products are
independent agents affiliated with a marketing organization,” Ms. Moore
said. “There just isn't clear guidance on how these individuals will be able
to continue selling without an insurance company that is willing to serve as

EVENTS

SUBSCRIBE

FEATURED WHITE PAPER

Success in the Wake of the
DOL Fiduciary Rule

With the ambiguity surrounding
the fiduciary rule, one fact seems
clear: firms need to reimagine their
“same old" business model to
prepare for a new future.
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In the absence of IMOs serving as a financial institution, insurance
companies could step in and take on the responsibility on their behalf.
However, insurance executives have said publicly it could prove too great a
risk.

“More than half of the salespeople that offer these products are
independent agents affiliated with a marketing organization,” Ms. Moore
said. “There just isn't clear guidance on how these individuals will be able
to continue selling without an insurance company that is willing to serve as
a financial institution.”

Some IMOs are launching broker-dealers in order to receive “financial
institution” status. The DOL also allows for one-off applications from IMOs
for such status, but the DOL hasn't yet provided much if any detail as to
what the application process should look like.

Several major fixed indexed annuity providers are forging ahead with plans
to develop fee-based, advisory products, which could help advisers and
their firms avoid some of the more onerous compliance points under the
BICE, such as signing of a contract.

What do you think?
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Finra bans former Prudential broker for
deceptive variable annuity sales

Winston Wade Turner misrepresented facts in high-cost annuity transactions
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The Financial Industry Regulatory Authority Inc. has banned a broker from
the securities industry for making unsuitable variable annuity
recommendations while employed at Prudential Financial Inc. and MetLife
Inc.

Winston Wade Turner deceived his customers by fraudulently
misrepresenting and omitting material facts about the sales, according to a
Finra document dated July 8. He also hid that he convinced many
customers to surrender existing variable annuities, and in some cases, sell
other investments, in order to fund their purchases of new variable
annuities he was recommending, according to the document.

Exchanging annuities requires additional supervisory scrutiny because of
their relatively high commissions and costs, according to Finra. Pruco
Securities Inc., a brokerage unit of life insurer Prudential, terminated Mr.
Turner's employment in August 2015 because of the deceptive sales
practices.

“[Mr.] Turner's unethical and dishonest actions, and
his willingness to take unfair advantage of

Adviser Research Dashboard
Intuiton s no substitate for ifor

customers who placed their trust in him,
demonstrate that he is unfit to remain in the
securities industry,” Finra said in the July 8
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Finra said in the July 8

securities industry,”
that wil hol olavate your practice. document.
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In November 2012, Mr. Turner got a customer to
transfer $108,000 of retirement assets into a
MetLife variable annuity, falsely assuring her that she'd earn 4.5% a year,

according to the document. In fact, there was no guaranteed annual return.

He scheduled monthly withdrawals at a 4.5% annual rate, deceiving the
customer into thinking she was getting an investment return when really
she was diminishing the value of her account, according to Finra.

In another example of misconduct in mid-December 2013, Mr. Turner
convinced a customer to purchase a Prudential variable annuity funded by
the surrender of a MetLife variable annuity that he'd sold to her just six
months earlier, according to Finra. He indicated that the customer didn't
have any existing annuities, though in January 2014 she paid a surrender
charge of more than $27,000.

Mr. Turner entered the securities industry in 2011, when he joined MetLife
in Atlanta, Ga. He moved to Pruco's office in Sarasota, Fla., in July 2013,
according to Finra's BrokerCheck.

What do you think?
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Technology can help advisors deal with
impending DOL fiduciary rule

MAR 28,2016 | BY PEGGY BRESNICK

In early 2015, the Department
of Labor (DOL) introduced a
proposal to expand the
definition of a fiduciary under
the Employee Retirement
Income Security Act (ERISA). The
impending rule aims to ensure
that retirement advisors abide
by a fiduciary standard, putting
their clients’ best interests
before their own profits and
protecting investors from
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backdoor payments and hidden retirement investment advice fees.

If this proposal is adopted - which it likely will be within the next month or so - it will
dramatically change the retirement finance field and transform the way advisors are
compensated.

Timeline
First and foremost, the new rule will be costly to financial firms. Economic Consequences of

the U.S. Department of Labor’s Proposed New Fiduciary Standard, a study conducted by the

Financial Services Institute with Oxford Economics, projects that the rule will cost nearly $3.9
billion to implement, with startup costs ranging from $1.1 million for the smallest companies
to $16.3 million for larger firms.

Download PDF »

5 Steps to Building Your =

N L P Ideal Annuity Client Base
And as the management consulting firm Oliver Wyman stated in its report Distribution

Disruption: Impacts of the Department Of Labor Fiduciary Standard for US Life Insurers, the Download PDF »
annuities market will experience the most tectonic shift of any other market, as these
products tend to have high embedded commission levels.

“From a new business perspective, more than half of the new money flows to the Variable
Annuity and Fixed Index Annuity market and about a quarter of Fixed Annuity sales are from
qualified pools of retirement assets. This is 'ground zero' for the DOL’'s campaign,” says the
Oliver Wyman report.

More Athene Resources »

LATEST STORIES
Although there's been plenty of political opposition over the past year or so, the DOL is “ Technology can help
) -

pressing ahead with the rulemaking. So what can advisors do right now to prepare advisors deal with

themselves for the changes? \mlpending DOL fiduciary
rule

As it turns out, adopting the right technology can make a world of difference. Technology can
help advisors in three critical ways:

~ ] Technology can help. L | og X3 | wdwaming for annuity_.. | &

There is a retirement
savings crisis —and FIAs can
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Ease regulatory compliance. According to PriceWaterhouse Coopers (PwC), technology '

Your access to free, unlimited content isn't changing. Become a
member and enjoy exclusive discounts on events, access to other

play an important role in helping advisors comply with the business processes and award-winning publications and the ability to manage your
information preferences.

procedures required under the new rule. In particular, many proposed disclosure

requirements will present a challenge to firms as the vast majority don't have relevant co;

and fee information easily accessible in a central database. “Therefore, we recommend tt

firms begin to identify gaps in data collection and establish sources to collect fee information,
including contracts, amendments and prospectuses,” says PWC, which also recommends
building a new-user interface to include a calculation engine -- a valuable tool to help advisors
produce appropriate and timely pre-sale and post-sale customer disclosures.

Maintain profitability. Under the impending rule, advisors are questioning how they will
make money managing accounts for smaller clients. The right software can make advisors
more efficient, driving down costs and avoiding losses.

Ensure fiduciary responsibility. Under the new rule, advisors must demonstrate that their
advice is in the best interest of each client. Financial planning software can help advisors
better understand their clients by gathering and aggregating their personal and financial
information to create a clear customer profile, and guide clients to the right products - as well
as supporting the advisor's fiduciary position by documenting the rationale behind each
recommendation.

In short, a combination of technology tools - including risk assessment, portfolio
management, and customer relationship management (CRM) software - can make the
impending shift much more manageable for advisors as they prepare for DOL legislation.

Select content on this site has been developed by a third party not affiliated with Athene Annuity &
Life Company and is made available for informational purposes only. This information does not

FIA sales skyrocket as VA
sales wane
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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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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
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LPL Financial agrees to H
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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
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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.
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“We tell the advisers to take the current illustrated rate [of return], say it's

89%. and show them a
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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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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
By Bruce Kelly ¥ B Shares
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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 ]

ad agreed to rei i 541,000 for surrender manager Jeb Bashaw LPLFe=
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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

o fll D~ 346PM
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July 30, 2014 4:50 p.m. ET your clients” portfolios?

LPL Financial Holdings Inc. (LPLA +0.20% ] has run into trouble again over the sale of

variable annuities—-one of the firm's top-selling products. B Start Vanguarding now

The lllinois Securities Department late last month ordered the firm to pay nearly $3

million in fines and restitution for not properly maintaining records documenting why its

financial advisers switched clients from existing variable annuities into a new ones.

Client information and information about transactions fees was either incomplete or

missing from the records--and LPL failed to verify the information or even correct it,

the regulator said. Popular Now What's This?

"Advisors did not consistently document sufficient bases for their variable annuity o /

h dati " which i iolati " i le. th Jat id 1 Argentina Teeters

exchange recommendations,” which is a violation of securities rule, the regulator sai on Default as Talks

in the June 30 order. Collapse

LPL agreed to pay the state a $2 million fine and almost $820,000 in restitution to

clients, according to the order.
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LPL didn't admit or deny lllinois’ finding. A spokeswoman for LPL said the firm "is Gives Putin a Blunt A
pleased to have settled this matter.” Message

LPL, she added, is beefing up its training on surrender charges to ensure that variable

annuity exchange transactions are accurately documented.

) N N 3 InVideo Age, Film
Variable annuities have remained a lightning rod for regulators because of the Gets a Reprieve
complexity of the product and the high surrender fees that can hurt customers—-namely
the elderly-—-and because they carry high commissions for advisers.

Regulators have been particularly irked by advisers switching clients from one variable

annuity to another to beef up their commissions. 4 @ Opinion: The
Case for Suing the

LPL has repeatedly run into regulatory issues about the sale of variable annuities and President

other products.

In 2010, the Financial Industry Regulatory Authority fined LPL $175,000 for failing to

adequately supervise its advisers when they moved clients out of existing variable 5 The Power of the

annuities into new ones—similar to the charge that lllinois levied. Doodle: Improve
Your Focus and

In March, Finra fined LPL almost $1 million for the inappropriate sales of several types Memory

of alternative investments, including nontraded REITs.

Last year, the Financial Industry Regulatory Authority ordered the firm to pay $9 VIDEO

million for failing to keep emails and other securities-related documents. And also in 1 Lytro Ilum Camera

2013, the Massachusetts Secretary of the Commonwealth slapped LPL with a $5.3 gg‘;‘g:z lzl;ulos Just

million fine for violations stemming from the sale of real-estate investment trusts. P
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Dan Arnold, LPL's chief financial officer, disclosed the lllinois enforcement action
during the company's second-quarter earnings conference call Wednesday--but
without providing details.

The company said its quarterly profit fell 4.4% from a year earlier to $43.1 million,
while revenue rose 7.2% to $1.1 billion.

Mr. Amnold said on the call that he expected regulators to maintain or even ratchet up

How Coca-Cola is

Trying to Get Its
Groove Back

Samsung Feels Heat

their tough scrutiny. "We have seen regulators over the last several years broaden the From Weak
scope, frequency and depth of their examinations to include greater emphasis on the Smartphone Sales
quality and consistency of the industry's execution of policies and procedures,” he
said.
Like many firms, LPL increased its compliance staff to keep the company out of North Korea Is
trouble, Chief Executive Mark Casady said during the call. Furious Over Seth
Rogen's Movie,
"We've expanded the number of personnel on our centralized supervisory function to guge:-‘i:i?lt
over 70 employees to enhance processes and procedures for review in the sale of P
complex products such as variable annuities and real-estate investments for us," he
said.
NASA: Solar Storm
. m : . . Nearly Causes
Mr. C'Tlsady went on. tf’ point out that LPL is "making sure that we're doing a great deal Catastrophe on N\
more in terms of training of our own employees and supervisors." Earth

Write to Matthias Rieker at matthias.rieker@wsj.com
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Annuity Case Chills Insurance Agents
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UNIVERSITY of FARMERS®
By LESLIE SCISM
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

I
i)
K Gl commissioner, said in a statement in 2010 e
bere 2 @ itemet
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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.

10
8
6
4

Dane.

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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~-Deal involved $1 million in annuities
--Broker allegedly drove 82-year-old investor to banks to withdraw funds from CDs
--H. Beck says broker's actions were an “isolated case”

(Updates with comment from Dumouche's attorney in the last paragraph.)

By Caitlin Nish
OF DOW JONES NEWSWIRES

NEW YORK (Dow Jones)--Massachusetts' securities regulator on Thursday ordered Maryland-based broker-dealer H. Beck Inc. to guarantee the recovery of more than $1
million in annities that were allegedly improperly sold to an elderly investor by one of its brokers

The broker, Paul J. Dumouchel,allegedly persuaded the 62.year-old woman, who was diagnosed with early stages of Alzheimer's disease, o take more than 1 milion
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from bank certificates of deposits and invest them in annities from which she couldn' access her money without penalty for at least a decade, the regulator said

Dumouchel met the investor through a mail solicitation in 2010 and drove the woman to local banks so she could withdraw CDs, incurring penatties of almost $5,000,
according to Massachusetts' consent order. I less than a month, the invesstor bought more than $1 million worth of annities recommended by the broker, who made
$63,118 in commissions off the transactions, the order said.

"We believe the actions of the individual agent in this matter were an isolated case and do not represent the usual business practices of H. Beck and its other registered
representatives,” said H. Beck spokeswoman Maggie Jensen

Massachusetts' order fines H. Beck Inc. $90,000 for failing to supervise Dumouchel, who was a registered representative of the firm between 2009 and 2011

The lack of supenvision "made it possible for the agent to shift his client's funds to wholly inappropriate investments," Secretary of the Commonwealth Willam F. Galvin said
ina statement.

Massachusetts' order requires H. Beck to compensate the investor for the early withdrawal penatties plus 6% interest and for any costs incurred in rescinding the annuity
products, as well as paying 6% on the money invested in the annuities during the period

In addition, the firm is required to have an independent consultant review its supevisory policies and procedures, and to review all of Dumouchel's clients to find out if any
other senior investors had bought an annity from him since Feb. 1, 2009

The regulator said an administrative complaint it brought last year against Dumouchel remains open
Dumouchel "believes he's innocent and he's looking forward to his day in court” said his attorey, Stephen Roberts

-By Caitin Nish, Dow Jones Newswires; 212-416-2076; caitlin.nish@dowjones.com
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Allianz Life will pay $10 million over annuities

Life Insurance Quotes Article by: JENNIFER BJORHUS , Star Tribune | Updated: September 6, 2012 - 11:37 Pl
www.SelectQuote.com
A review looked at issues including whether certain products were suitable for customers who

Find Your Best Prices for Top-Rated bought them.

Life Insurance. Free Quotes Now!
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5 related content
Are annuities the right Aliianz Life Insurance Co. of North America has agreed to pay $10 milion

; . and refund eligible customers after a regulatory review of certain annuity -
choice for your retirement? sales the Golden Valley-based company made from 2001 through 2008, ‘

If you have a $500,000 portfolio and own an The agreement, struck in August, involves 43 states and covers more than

annuity, you have a lot at stake. Make sure two dozen fixed annuity products Allianz Life sold during the eight-year
you understand the details by downloading period, according to the Minnesota Department of Commerce, which
Annuity Insights: Your Guide to Better announced the agreement Thursday.
(e i LI D R Minnesota's share of the $10 million penaty is expected to be about
columnist Ken Fisher's firm. This guide is $346,100. The Allianz building in Golden
designed to help you better understand Valley.
these investments. Act now! The mulistate review was part of a routine conduct market review that Jerry Holt, Star Tribune
. ' started after Allianz Life agreed to pay $10 milion in 2008 to settle charges
Click Here to Download! by the California Department of Insurance that it targeted thousands of Allianz annuities at issue
Fisw Invesnuners' | seniors in heavy-handed and deceptive annuity sales
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They have had a problematic history. Utah, for instance, has effectively
prohibited the sale of them and many insurance carriers have pulled the
products.

In the 2000s, the investments were the subject of a prolonged legal battle
between Allianz Life and more than 300,000 customers in a certified class-
action lawsuit. A federal jury in Minneapolis in 2009 ruled that while the
company used deceptive sales practices in selling certain two-tiered
annuities that offered bonuses, no damages were being awarded because
no one was directly harmed.

Minnesotans who bought the eligible products between January 2001 and
the end of 2008 may be eligible for a ful refund of premiums, according to
the Minnesota Department of Commerce. Allianz has agreed to re-evaluate
complaints customers previously filed, based on standards laid out in the
agreement.

The deadiine for new complaints is March 31, 2013. People with questions
or concerns can contact Allianz at 866-604-7488 or by using the "contact
us” feature on the Allianz Life website.

Jennifer Bjorhus « 612-673-4683
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Unsuitable annuities put
veterans in harm's way
Regulators

Insurance commissioners fire warning shot about sale of inappropriate products
to vets seeking to quality for military pensions; prospecting in assisted-living
facilities

By Darla Mercado Ban =

October 3, 2012 4:24 pm ET

Reprints

The National Association of Insurance Commissioners is sounding the alarm about questionable annuity
strategies aimed at helping veterans qualify for pension benefits

The state insurance regulators' organization
released a consumer alert Wednesday which
pointed to a May report from the Government
Accountability Office warning about planners and
attorneys pitching unsuitable retirement products
to former members of the armed services
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“We don't want to impede the market, but we want
people to make educated decisions,” said Sharon
P. Clark, insurance commissioner in Kentucky.
"We want them to have the comfort [knowing] that
anyone who is marketing this is appropriately
licensed and totally transparent.”

Low-income veterans who are over 65 or who are
disabled are eligible for pension benefits from the
Department of Veterans Affairs. They must meet
income limits to qualify. For instance, a veteran
without a spouse or a child must have an annual
income of less than $12,256 to be eligible for the
benefits. That figure includes earnings, disability
and retirement payments, as well as interest and
dividends payments, and net income from farming,
business or rental property.

More than 200 organizations across the country
have sprung up to help veterans qualify for these
pension benefits, mostly by transferring excess

assets to annuities or setting up trusts, according

to the GAO. While the VA does accredit financial planners and attorneys to help vets file the required
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‘government paperwork, the department does not endorse any products employed in these pension S
strategies

According to the GAO, some of these advisers and lawyers host presentations at retirement communities
and assisted-living facilities to drum up business. The retirement communities often benefit from these
presentations, as the additional funds help them lower costs and thus aftract new residents, the agency
observed

Indeed, the GAO's researchers obtained documentation showing that a retirement community paid one
organization's rep a finder's fee for landing a new resident

The GAO and the NAIC said that veterans are being persuaded to buy an annuity or move assets into a
trust in a bid to qualify for VA benefits. Such a decision locks up money the individual might need on

short notice. The GAO report referred to a case in which an 86-year-old veteran was sold a deferred Jobs for Financial Advisers

annuity that will not begin making payments until well after the client has exceeded his life expectancy. Featured Jobs

Inappropriate asset transfers could also interfere with Medicaid eligibility, the NAIC warned. If a veteran = Future Financial Advisers: Virtual Career Fair
needs long-term care and the pension benefit is insufficient, that vet might be ineligible for Medicaid if a = External Wholesaler- Investment Management/

RIA and Broker Dealer

substantial amount of assets were transferred within the 60-month look-back period.
0BS Financial Senices, Inc. - USA

Ms. Clark, who also leads the NAIC's market regulation and consumer affairs committee, noted that Browse the Latest Careers »
regulators became aware of questionable benefits-claiming strategies in July and discussed the topic at

the NAIC's summer meeting in August i
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On Tuesday, Kentucky's insurance department received its first inquiry related to these strategies

“Its disconcerting to hear that there are 200 organizations involved with these marketing practices,” Ms
Clark said. “The sad thing is that people don' realize that there's potential harm until it too late, and that
could be a few years later. The key to this is for veterans to do research, contact state insurance
departments and make sure that people are appropriately licensed.”

Darla Mercado

Daria 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

&2 Email Darla & @twitter in Linkedin
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Topics: retirement & insurance, annuities
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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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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.

+ Myrtle Beach police turn cold cases over to fresh
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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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Stan The Annuity Man is
an annuity specialist and
nationally recognized
annuity critic. Stan is the
author of the highly
acclaimed book, The
Annuity Stanifesto. With
over 25 years of
experience in the
financial services
industry, he has
developed unique
proprietary annuity
strategies that have
been adopted
throughout the annuity
industry. Stan The
Annuity Man specializes
in providing clarity and
best-fit annuity options
customized to deliver
the guaranteed portion
of your portfolio. As an
independent (non-
captive) annuity
resource, he focuses on
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With less than two years to go until the full implementation of the Department of
Labor (DOL) fiduciary standards rule, annuity carriers are scrambling to create new
products to meet those strict pro-customer guidelines. Annuities are commodities,
and the DOL ruling will finally force agents to show all choices and shop for the
highest contractual guarantees for every customer. That seems like an adviser “no-
brainer,” but too many agents only push their “favorite” incentive-ridden annuity
product of choice.

When it comes to the seemingly unregulated promotional world of indexed
annuities, the current agent game is getting ready to permanently change with the
introduction of new stripped-down versions of this over-hyped category. To that, |
say, "it's about time!"

Back to the 1995 future

When indexed annuities (also known as fixed index annuities) were first introduced
in 1995, they were very simple products that competed with and typically beat CD or
MYGA (fixed rate annuity) returns. The early indexed annuities offered by long-gone
carriers like Keyport were fantastic and are looked upon nostalgically by old annuity
curmudgeons like me.

In the current indexed annuity world, there are over 40 index choices (some made
up out of thin air) and over 700 index call option versions to choose from. Overkill to
say the least. Many agents pushing indexed annuities (or using the fraudulently
made up word “hybrid”) can't fully explain what they are selling or are only just
bullet pointing the positives to earn a high commission.

The first round of new indexed annuity designs will be introduced later this month
and into the fourth Fixed Index Annuities
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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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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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captive) annuity
resource, he focuses on
asset protection and
solutions for lifetime
income, legacy, and full
control long-term care.
Stan The Annuity Man
has been called the
national consumer
advocate for annuities,
and he speaks across
the country about how
annuities should
properly work within a
portfolio. Stan The
Annuity Man lives in
Ponte Vedra Beach,
Florida and has clients
nationwide. You can
learn more at
stantheannuityman.com.
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pointing the positives to earn a high commission.

The first round of new indexed annuity designs will be introduced later this month
and into the fourth quarter of 2016. These new FIAs (i.e. Fixed Index Annuities)
reportedly will be “easier” to understand and will have the typical 6 to 10% hidden
marketing and distribution charges stripped out. Hopefully, we will see these hidden
expenses built back into the index call option return potential. That's at least what
the carriers are promising.

Game almost over for the indexed annuity gunslingers

For the national TV & radio promoters and advertisers, that knock at your door is
going to be the DOL enforcing the rules that the annuity industry has apathetically
and inexplicably ignored. Those 'too good to be true' and 'have your cake and eat it
too' sales pitches are going to hopefully disappear forever along with the 'bad
chicken dinner' seminar annuity food events my mother loves to attend (and eat for
free!) in Florida.

The one trick agent pony that only sells high commission indexed annuities will have
no place to ride in the new DOL annuity world, as well as most of the unneeded
middleman distribution companies (aka: IMOs & SMOs) that aggressively promote
indexed annuities.

The new indexed annuity world will be simpler, easier to understand, and designed
for the consumer...not the agent.

still not too good to be true

The new versions of indexed annuities will be as close to 'no load' as you are going
to get with this strategy. It will still be based on a fixed annuity chassis and full
principal protection, but the call option (typically one year) strategies for potential
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In California, all annuity
producers are crooks

The Gamut - Bill Coffin's opinion column on everything else

BY BILL COFFIN
APRIL 8, 2014+ REPRINTS

Anybody who is in the annuities
business knows that the business
has a bit of a reputation problem.
Despite the fact that annuities are a
tremendous product for anybody
who is serious about their own
retirement planning, the market has
had perhaps more than its fair share
of embarassing regulatory
moments, wherein shady operators
mostly interested in lining their

— pockets at their clients' expense
Looks like California is searching for the next Glenn Neasham. have been caught acting, shall we

say, not entirely in their clients' best

interests.
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interests.

This has led to a lot of state insurance regulators squaring their gunsights on annuity producers as both
the most likely source of predatory busines practices in their jurisdiction, and as the most likely way to
score some easy points as a Defender of the Public. Catch a shady annuity producer in the act, be seen
as a good guy cracking down on those insurance nogoodniks presumably lurking in the rose bushes
outside fo your front door. That kind of thing.

And to be honest, there have been just enough of these kinds of rogues to make the entire industry look
bad. And so, the vast majority of annuity producers who are playing by the book and trying to help their
clients, get tarred by an awfully broad brush.

We saw this most clearly when the prosecutor for Lake County, California, dropped the hammer on
Glenn Neasham a few years ago for selling an annnuity of questionable worth to an elderly client who, it
turned out, was suffering from dementia. Never mind that the client's companion approved of the sale.
Never mind that the sale netted the client more than $40,000. Never mind that Neasham himself claimed
he did not think his client was mentally impaired at the moment of sale, nor the lack of hard evidence
proving that he did. Despite all of that, Neasham still was prosecuted for felony theft, and was convicted
on it. He managed to stay out of jail by the thinnest of margins while his case was appealed, and even
though Neasham ultimately maintained his innocence, his practice was destroyed and he and his family
suffered a ruinous financial turn thanks to the long arm of the law.

So when | see news releases from the California DOI about how, during National Retirement Planning
Week, that it's important to be on the lookout for signs of fraudulent business practice, | don't see a DOI
that is being fair and even-handed with the industry it is supposed to be watching over. | see a
presumption of guilt before innocence, of a default inclination toward suspicion of wrongdoing, and of the
kind of "round up the usual suspects" mentality that we should never see in our regulators.
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left to marketing and advertising departments. But to make blanket and preemptive statements warning

(29)(©)| B hetpy/wnwlifehealthpro.com/2014/04/08/in-california-all-annuity-producers-are-crooks?t=variable - &/ & Google News In California, al annuity prod.. *| | I} v £er
Flle Edit View Favorites Tools Help
Rogues have created the most daunting A

industry obstacles of the year.

potential clients that by meeting with an annuity producer, you might be letting a fox into the henhouse is

the sign of a state that simply doesn't see this kind of business as entirely legitimate.

Maybe I'm overreacting. You can make the call yourself. | have attached a copy of the press release

below. If you think that the CA DOl is out of line here, drop them a line and let them know how you feel.

FOR IMMEDIATE RELEASE: April 8, 2014 (#014)
NOTICE TO CONSUMERS
Annuities are good retirement tools, but exercise caution

SACRAMENTO, Calif. — In observance of National Retirement Planning week, the
California Department of Insurance is reminding consumers about the importance
of understanding what they are purchasing before signing on the dotted line.
Annuities can provide a steady income after retirement and increased financial
security, but they can also be confusing. The Department of Insurance is offering
important tips for those planning retirement.

« Don't be pressured by a sales pitch to sign before you are ready. Take the time
you need to make a decision that is right for you. « It's always a good idea to have
a trusted family member or friend with you when considering investments.

+ Remember you control the process.

“Consumers planning for retirement and those who have already retired need to
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Now!
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know that not all annuities are a good fit for their individual situation,” said

Commissioner Dave Jones. "Annuities can be good options for retirement planning,
but buyers need to be aware of what they are purchasing, and what it will mean for
them."

e AR e el i e re-aealeimaisle - & & Google News T n Calfornia, all annuity prod.. | |

Subscribe Now.

Many consumers purchase annuities to ensure they have a steady income after
they retire. An annuity is an investment and should not be used to reach a short-
term financial goal. Buying an annuity may or may not be right for you. The
Department of Insurance offers a list of things for consumers to consider to ensure
they are making the right decision.

Uninformed consumers are more likely to be taken advantage of if an insurance
provider uses less than ethical sales tactics. Some common red flags include
relentless sales pitches that pressure you into buying a product quickly or a deal
that seems too good to be true. The best way to protect yourself is to research the
agent and company you're considering, make sure they are licensed by the
California Department of Insurance. If consumers have questions or concerns the
Department’s Consumer Services Division is available to assist at 1-800-927-4357.

The Department of Insurance has additional resources for consumers preparing for
retirement, including baby boomers in the “sandwich generation” who are facing the
extra challenges of caring for aging parents and sending their kids off to college
while planning for their own retirement. Seniors who are about to retire can learn
about their insurance needs on the Department’s Web site.
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Additional Consumer Note:

The best way to protect yourself is to research the agent and company you're
considering:

« STOP before writing a check, signing a contract or giving out personal
information. « CALL the California Department of Insurance. «+ CONFIRM that the
agent and company are licensed to write insurance in California.

Follow us on TWITTER or become a fan on EACEBOOK!

The California Department of Insurance, established in 1868, is the largest
consumer protection agency in California, regulating the $123 billion insurance
marketplace. In 2012 the California Department of Insurance received more than
160,000 calls from consumers and helped recover over $64 million in claims and
premiums. Please visit the Department of Insurance web site at
www.insurance.ca.gov. Non-media inquiries should be directed to the Consumer
Hotline at 800.927.HELP. Out-of-state callers, please dial 213.897.8921.
Telecommunications Devices for the Deaf (TDD), please dial 800.482.4833.
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About the Author

Bill Coffin

Bill is the Group Editorial Director for National Underwriter Property & Casualty,
National Underwriter Life & Health, Claims and Retirement Advisor, as well
as PropertyCasualty360, LifeHealthPro and ProducersWeb. Bill has covered the
risk and insurance industries for 20 years and has won numerous national
journalism awards. His work as also appeared in the Wall Street
Journal, BusinessWeek, Risk Management, Best’s Review, Captive
Review, New European Economy and other business publications. Bill is also
a published novelist, game designer and co-founder of independent publisher Reliquary Press. He can be
found on Twitter (@BIill_Coffin), Facebook and at bcoffin@sbmedia.com.

RELATED VARIABLE RESOURCES Powered by PRODUCERSWEB.com
Double Your Annuity Sales in 2014 With Get The Marketing Campaign That's
Tax Talk! Helping Agents Close More Fixed Annuity
Learn how to implement tax strategies into your and Life Insurance Business
sales practice for FREE. Complete the form to Get this book in the hands of your prospects and
gain instant access to the prerecorded webinar clients and help them learn five easy to
and 2014 Tax Strategies Tool! understand concepts that can help them plan for

their retirement.
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with this strategy. It will still be based on a fixed annuity chassis and full
Dal protection, but the call option (typically one year) strategies for potential
upside will have a real chance for better than CD returns.

I still caution the ever eager annuity industry to refrain from their "market upside
with no downside" sales pitch chorus. Indexed annuities do protect your principal,
but you should never look for real stock market returns from this strategy. Even
though the new FIA offerings will have higher limits (i.e. caps, spreads, etc.) on the
call option returns, they will still have contractual limitations on the upside.

Lock in with no load

The benefit proposition that FIAs offer, and that gets lost in the unregulated sales
hype, is the fact that the one-year call option does allow you to contractually and
permanently lock in those index option gains on the contract anniversary date.
That's the good news. The bad news is that index call option gain can only be locked
in one day a year with most FIA policies.

The other positive news is that if the markets go down, and the index call option
expires worthless, you don't lose any money. You also get to choose the next year's
call option at the lower level, and FIAs with no attached riders have no annual fees.

The sizzle fades, but the steak remains

From what | have been shown by the carriers, the new indexed annuities will not be

in the game of the over hyped upfront bonuses used to sell current FIA offerings. In

addition, the optional income riders that will be offered on the new FIAs are not that
attractive on first glance.

The new FlAs seem to focus solely on the accumulation strategies of the one-year
index call options, and the ability to get your money back in a few years if you don't
like the product. That's sounds like a
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what ['have been shown by the carriers, the new indexed annuities will not be

game of the over hyped upfront bonuses used to sell current FIA offerings. In
addition, the optional income riders that will be offered on the new FIAs are not that
attractive on first glance.

The new FlAs seem to focus solely on the accumulation strategies of the one-year
index call options, and the ability to get your money back in a few years if you don't
like the product. That's sounds like a good thing in my opinion.

Income rider delivery system...for now

For now, and until | read the new FIA policies, | will only utilize FIAs as an efficient
delivery system for contractually guaranteed income riders for future income
needs. With current FlAs, | totally ignore the accumulation part of the strategy, and
literally draw an 'X' through that part of the proposal so the focus is solely on the
income rider guarantees.

It will be interesting to see the first versions of the new FIAs roll out later this month,
and see if the pro-consumer carrier verbiage matches the contractual realities. I'm
crossing my fingers that these new FIAs will change the indexed annuity industry for
the better..once and for all. Kudos to the DOL ruling for at least getting it to this
point. It's about time.
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Indexed annuity sales projected to plummet 30%
because of DOL fiduciary rule

Sales are estimated to fall to $40 billion next year, a level not seen since 2013. The drop would put an end to the
products' nearly decade-long surge in growth.
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