From: Sheryl Moore [mailto:sheryl.moore @annuityspecs.com]

Sent: Thursday, March 12, 2009 4:15 PM
To: Sheryl Moore
Subject: URGENT- Pending legislation in Florida that has the ability to completely halt annuity sales

PLEASE take a minute to read over the attached materials.

The state of Florida is attempting to pass Senate Bill 1372 very quickly and pretty quietly.

It has plenty of merit, but it also has the potential to be very damaging. Most notably, Florida regulators
are attempting to limit surrender charges on annuities to five years, with a maximum surrender
charge of 5% for consumers aged 65 and over.

According to the U.S. Census Bureau, Florida is the fourth most populous state in the nation, and the single
most inhabited state for persons aged 65+. Nearly 20% of our country’s senior population lives here, which
means that millions of seniors who need the safety and guarantees of annuities may soon lose access to these
valuable products.

Why? The shorter the surrender charge, the lower the rates on the annuity. In addition, shortening the
surrender charge means lowering agent commissions. Not to mention the fact that if surrender charges are
limited to five years/5%, no premium bonuses will be available on these products, as you cannot price a
bonus into a 5-year chassis. Independent agents and their Field Marketing Organizations (FMOs) must
receive enough compensation on the product to offset their costs, and make it worth their while- plus the
rates on the product must be competitive with other safe money places (such as Certificates of Deposit). If
the product cannot fulfill those needs, the product will not even be offered. Insurance companies distributing
through independent agents will not take the time to develop such products.

To help you gain some perspective, the average indexed annuity today has a ten-year surrender charge, a 5%
premium bonus, and pays 6.85% commission to the agent (this does not include overrides to the FMO).

Ultimately, if this bill passes, annuities will most likely only be available through banks and broker dealers
who will be inclined to sell competing products with higher rates and higher compensation (such as CDs or



mutual funds).

AND, keep in mind that Florida is notorious for disseminating false information about annuities to their
residents. Their public “equity indexed annuity alert” has over 23 misstatements or falsehoods about indexed
annuities ranging from “[surrender charges] can be as high as 25% and last as long as 20 years” to “...
bonuses are often illusory, and are seldom paid up-front.” This proposed bill perpetuates the falsehoods with
comments such as “[the annuity] has the effect of denying the senior consumer access to his or her assets for
the most of the rest of the consumer’s life.” THESE ARE OUTRIGHT LIES! No indexed annuity has
surrender charges of 20 years, or up to 25%! Exactly 93% of all indexed annuities with bonuses have an up-
front bonus with no requirements to annuitize or take lifetime income! Every indexed annuity allows for
10% withdrawals of the cash value annually without penalty, and 95% of the products also allow for
penalty-free withdrawals in the event triggers such as terminal illness, nursing home confinement, and even
unemployment!

PLEASE help IMe! We need to ensure that this bill does not get enacted. I am forwarding this

information to all of my press contacts, my home office contacts, and many FMOs. Forward this email.
Write articles about this and post them immediately. Call your legislators! Get trade groups like the NAIC
and the ACLI involved! Let’s make a difference, and protect the seniors that need our help more now than
ever! SB 1372 only hurts Florida seniors and radically limits their retirement preservation options. Who else
will protect their retirement income in such a tumultuous market?

Contact the regulators in Florida to let them know that you DO
NOT SUPPORT SB 1372, and it will harm the Florida residents that
they are attempting to protect!

Alex Sink, Chief Financial Officer for state of Florida
200 East Gaines Street
Tallahassee, Florida 32399
(850) 413-3100

Garrett S. Richter (R) - Chair of Florida Committee on Banking and Insurance
404 S. Monroe Street
Tallahassee, Florida 32399
(239) 417-6205



Kevin M. McCarty- Commissioner of the Florida Office of Insurance Regulation
200 East Gaines Street
Tallahassee, Florida 32399
(850) 413-3140

Thank you so much for your time and attention to this matter! All exposure helps.

Sheryl J. Moore

LifeSpecs.com
AnnuitySpecs.com

Advantage Group Associates, Inc.

Statement by Florida Insurance Commissioner Kevin McCarty in Support of ‘Safeguard our
Seniors’ Legislation

Wednesday, March 11, 2009

TALLAHASSEE, Fla.— “| am pleased to offer support for CFO Alex Sink’s ‘Safeguard OurSeniors’ legislation (SB 1372) that
was heard and passed at Tuesday’sSenate Banking and Insurance Committee meeting.

“The overwhelming majority of agents are ethical professionals whodeliver quality service to their
policyholders. The ‘Safeguard ourSeniors’ legislation is important, because it will help to ensure
thatFlorida seniors are not victimized by those few rogue insurance agentsin the sale of annuities.
Protecting seniors from being exploited andpossibly losing their hard-earned money is something that |
take veryseriously.

“I commend bill sponsor Sen. Mike Bennett, R-Bradenton, the CFOand our Senate committee members
for moving this critical legislationforward. | am hoping for success on a similar version of the bill(H981)
being sponsored in the House of Representatives by Rep. KeithFitzgerald, D-Sarasota.”



About the Florida Office of Insurance Regulation

TheFlorida Office of Insurance Regulation (Office) has primaryresponsibility for regulation, compliance and enforcement of
statutesrelated to the business of insurance and the monitoring of industrymarkets. The Office protects Florida consumers through
regulatoryoversight of: insurance company solvency, policy forms and rates,market conduct performance and new company
entrants to the Floridamarket. For more information about the Office, please visit www.floir.com. If you would like information about
the Cover Florida Health Care Access Program, please go to www.coverfloridahealthcare.com.

Media Contact: Ed Domansky
850-413-2515

south Florida

BUSINESS JOURNAL

Tuesday, February 17, 2009, 2:41pm EST

Florida CFO to crack down on scams
against seniors

South Florida Business Journal

Florida’s chief financial officer has teamed with state lawmakers to push for tougher penalties
for agents who defraud senior investors.

At a press conference Tuesday in Tallahassee, state CFO Alex Sink outlined details of
legislation, sponsored by Sen. Mike Bennett, R-Bradenton, and Rep. Keith Fitzgerald, D-
Sarasota, which would create better disclosures and protections upfront for seniors who
invest in annuities.

Sink said the number of complaints from seniors about annuities has grown nearly fourfold
in the last three years. Her department has opened 474 investigations on financial fraud
involving seniors, with 70 percent related to annuity and life insurance transactions.

“Better financial protections for our growing population of senior residents and tougher
consequences for those who defraud our seniors demand our immediate attention,” Sink said
in a statement.

An annuity is an insurance contract that offers a guaranteed series of payments over a period
of time.



Under the legislation, the act of “twisting,” or submitting fraudulent signatures on an annuity
being sold to a senior citizen, would be a third-degree felony.

Other protections under the proposed legislation would:

Limit the surrender charge period for an annuity sold to a senior consumer to five years and the
surrender charge to 5 percent.

. Extend the “free look” period for the purchase of an annuity by a senior consumer from 14 days
to 60 days.

. Authorize the Florida Department of Financial Services to require an agent to make monetary
restitution to a senior consumer they’ve harmed.

=  Prohibit the Florida Department of Financial Services from issuing another license to a former
licensee who has had his or her license revoked resulting from the solicitation or sale of an
insurance product to a senior consumer.

. Require an insurer to provide a cover sheet attached to the policy when an annuity is issued,
informing the purchaser about the free look period and about how to contact the insurer and the
department if he or she has questions about the annuity.
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By the Committee on Banking and Insurance; and Senator Bennett
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A bill to be entitled
An act relating to insurance; providing a short title;
amending s. 624.310, F.S.; expanding the definition of
“affiliated party” to include certain third-party
marketers; amending s. 626.025, F.S.; including family
members of insurance agents in a prohibition related
to the transaction of life insurance; amending s.
626.621, F.S.; expanding grounds for discretionary
refusal, suspension, or revocation of certain
licenses; amending s. 626.641, F.S.; prohibiting the
Department of Financial Services from issuing certain
licenses in certain circumstances; amending s.
626.798, F.S.; prohibiting a family member of a life
insurance agent from being a beneficiary of certain
policies; amending s. 626.9521, F.S.; providing
criminal and administrative penalties for the offenses
of “twisting” and “churning” when a victim is 65 years
of age or older, if such offense involves fraudulent
conduct; limiting the amount of such administrative
penalties; providing that the failure to ascertain a
customer’s age at the time of an insurance application
does not constitute a defense to certain violations of
state law; authorizing the use of video depositions in
certain circumstances; amending s. 626.99, F.S.;
extending the unconditional refund period for
customers 65 years of age or older; requiring that an
insurer provide a prospective purchaser of an annuity
policy with a buyer’s guide to annuities; requiring

that such buyer’s guide contain certain information;

Page 1 of 9

CODING: Words strieken are deletions; words underlined are additions.




30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58

Florida Senate - 2009 CS for SB 1372

597-02663-09 20091372cl
requiring that an insurer attach a cover page to an
annuity policy informing the purchaser of the
unconditional refund period; requiring that the cover
page provide other specified information; amending s.
627.4554, F.S.; authorizing the department to order
monetary restitution in certain circumstances;
prohibiting an annuity contract issued to a person 65
years of age or older from containing a deferred sales
charge in excess of a specified percentage; requiring
that such charge be reduced to zero within a specified

period; providing an effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. This act may be cited as the “Safeguard Our

Seniors Act.”

Section 2. Paragraph (a) of subsection (1) of section
624.310, Florida Statutes, is amended to read:

624.310 Enforcement; cease and desist orders; removal of
certain persons; fines.—

(1) DEFINITIONS.—For the purposes of this section, the
term:

(a) “Affiliated party” means any person who directs or
participates in the conduct of the affairs of a licensee and who
is:

1. A director, officer, employee, trustee, committee
member, or controlling stockholder of a licensee or a subsidiary
or service corporation of the licensee, other than a controlling

stockholder which is a holding company, or an agent of a
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licensee or a subsidiary or service corporation of the licensee;

2. A person who has filed or is required to file a
statement or any other information required to be filed under s.
628.461 or s. 628.4615;

3. A stockholder, other than a stockholder that is a
holding company of the licensee, who participates in the conduct
of the affairs of the licensee; eor

4. An independent contractor who:

a. Renders a written opinion required by the laws of this
state under her or his professional credentials on behalf of the
licensee, which opinion is reasonably relied on by the
department or office in the performance of its duties; or

b. Affirmatively and knowingly conceals facts, through a
written misrepresentation to the department or office, with
knowledge that such misrepresentation:

(I) Constitutes a violation of the insurance code or a
lawful rule or order of the department, commission, or office;
and

(IT) Directly and materially endangers the ability of the
licensee to meet its obligations to policyholders; or—

5. A third-party marketer who aids or abets a licensee in a

violation of the insurance code relating to the sale of an

annuity to a person 65 years of age or older.

For the purposes of this subparagraph, any representation of
fact made by an independent contractor on behalf of a licensee,
affirmatively communicated as a representation of the licensee
to the independent contractor, shall not be considered a

misrepresentation by the independent contractor.
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Section 3. Subsection (13) of section 626.025, Florida
Statutes, 1s amended to read:

626.025 Consumer protections.—To transact insurance, agents
shall comply with consumer protection laws, including the
following, as applicable:

(13) The prohibition against the designation of a life

insurance agent or his or her family member as the beneficiary

of life insurance policy sold to an individual other than a
family member under s. 626.798.

Section 4. Subsection (13) is added to section 626.621,
Florida Statutes, to read:

626.621 Grounds for discretionary refusal, suspension, or
revocation of agent’s, adjuster’s, customer representative’s,
service representative’s, or managing general agent’s license or
appointment.—The department may, in its discretion, deny an
application for, suspend, revoke, or refuse to renew or continue
the license or appointment of any applicant, agent, adjuster,
customer representative, service representative, or managing
general agent, and it may suspend or revoke the eligibility to
hold a license or appointment of any such person, if it finds
that as to the applicant, licensee, or appointee any one or more
of the following applicable grounds exist under circumstances
for which such denial, suspension, revocation, or refusal is not
mandatory under s. 626.611:

(13) Has been the subject of or has had a license, permit,

appointment, registration, or other authority to conduct

business subject to any decision, finding, injunction,

suspension, prohibition, revocation, denial, judgment, final

agency action, or administrative order by any court of competent
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jurisdiction, administrative law proceeding, state agency,

federal agency, national securities, commodities, or option

exchange, or national securities, commodities, or option

association involving a violation of any federal or state

securities or commodities law or any rule or regulation adopted

thereunder, or a violation of any rule or regulation of any

national securities, commodities, or options exchange or

national securities, commodities, or options association.

Section 5. Subsection (3) of section 626.641, Florida
Statutes, is amended to read:
626.641 Duration of suspension or revocation.—

(3) (&) If any of an individual’s licenses as an agent or

customer representative, or the eligibility to hold such license

or licenses has some;—as—to—the —samendirvidgat—have been

revoked at two separate times, the department may shadt not
thereafter grant or issue any license under this code as to such
individual.

(b) If a license as an agent or customer representative or

the eligibility to hold such a license has been revoked

resulting from the solicitation or sale of an insurance product

to a person 65 years of age or older, the department may not

thereafter grant or issue any license under this code to such

individual.

Section 6. Section 626.798, Florida Statutes, is amended to
read:

626.798 Life agent as beneficiary; prohibition.—No life
agent shall, with respect to the placement of life insurance
coverage with a life insurer covering the life of a person who

is not a family member of the agent, handle in his or her
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capacity as a life agent the placement of such coverage when the
agent placing the coverage or a family member of such agent

reeeives—a—commission—thereforand is the named beneficiary

under the life insurance policy, unless the life agent or family
member has an insurable interest in the life of such person. For
the purposes of this section, the phrase “not a family member,”
with respect to a life agent, means an individual who is not
related to the life agent as father, mother, son, daughter,
brother, sister, grandfather, grandmother, uncle, aunt, first
cousin, nephew, niece, husband, wife, father-in-law, mother-in-
law, brother-in-law, sister-in-law, stepfather, stepmother,
stepson, stepdaughter, stepbrother, stepsister, half brother, or
half sister. For the purposes of this section, the term
“insurable interest” means that the life agent has an actual,
lawful, and substantial economic interest in the safety and
preservation of the life of the insured or a reasonable
expectation of benefit or advantage from the continued life of
the insured.

Section 7. Paragraphs (a) and (b) of subsection (3) of
section 626.9521, Florida Statutes, are amended, and subsections
(4) and (5) are added to that section, to read:

626.9521 Unfair methods of competition and unfair or
deceptive acts or practices prohibited; penalties.—

(3) (a)1l. If a natural person violates s. 626.9541(1) (1),

" or violates s. 626.9541 (1) (aa),

4

the offense known as “twisting,
the offense known as “churning,” the person commits a
misdemeanor of the first degree, punishable as provided in s.
775.082, and an administrative fine not greater than $5,000

shall be imposed for each nonwillful violation or an
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175 administrative fine not greater than $40,000 shall be imposed
176| for each willful violation. To impose criminal penalties under

177 this subparagraph paragraph, the practice of “churning” or

178 “twisting” must involve fraudulent conduct.

179 2. If a natural person violates s. 626.9541(1) (1), the

180 offense known as “twisting,” or violates s. 626.9541(1) (aa), the

4

181 offense known as “churning,” and the victim is 65 years of age

182 or older, such person commits a felony of the third degree,

183| punishable as provided in s. 775.082, and an administrative fine

184 not greater than $5,000 shall be imposed for each nonwillful

185| wviolation or an administrative fine not greater than $40,000

186| shall be imposed for each willful violation. To impose criminal

187| penalties under this sub-paragraph, the practice of “churning”

188 or “twisting” must involve fraudulent conduct.

189 (b) If a natural person violates s. 626.9541 (1) (ee) by

190 willfully submitting fraudulent signatures on an application or
191| policy-related document, the person commits a felony of the

192 third degree, punishable as provided in s. 775.082, and an

193 administrative fine not greater than $5,000 shall be imposed for
194 each nonwillful violation or an administrative fine not greater
195 than $40,000 shall be imposed for each willful violation.

196 (4) The failure of a licensee to make all reasonable

197 efforts to ascertain the consumer’s age at the time an insurance

198 application is completed does not constitute a defense to a

199 violation of this section.

200 (5) If a consumer who is a senior citizen is a victim, a

201 video deposition of the victim, attended by the parties, may be

202| wused for any purpose in any administrative proceeding conducted

203| pursuant to chapter 120.
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Section 8. Subsection (4) of section 626.99, Florida
Statutes, 1s amended to read:

626.99 Life insurance solicitation.—

(4) DISCLOSURE REQUIREMENTS.—

(a) The insurer shall provide to each prospective purchaser
a buyer’s guide and a policy summary prior to accepting the
applicant’s initial premium or premium deposit, unless the
policy for which application is made provides an unconditional
refund for a period of at least 14 days, or unless the policy
summary contains an offer of such an unconditional refund.+ In

these instances, whieh—-event the buyer’s guide and policy

summary must be delivered with the policy or prior to delivery
of the policy.
(b) With respect to annuities, the insurer shall provide to

each prospective purchaser a buyer’s guide to annuities

developed by the department and a contract summary before

accepting any payment for the contract. as—previded—in—the

Anngity oand DbPeposit—Fund Regultatieon—and The policy must provide

an unconditional refund for a period of at least 14 days. If the

prospective purchaser of an annuity is 65 years of age or older,

the unconditional refund period must be at least 60 days.

(c) The insurer shall attach a cover page to any annuity

policy informing the purchaser of the unconditional refund

period prescribed in paragraph (b). The cover page must also

provide contact information for the issuing company, the

department’s toll-free help line, and any other information

required by the department by rule. The cover page is part of

the contract and is subject to review by the office pursuant to
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s. 627.410.

(d) 4> The insurer shall provide a buyer’s guide and a
policy summary to any prospective purchaser upon request.

Section 9. Paragraph (b) of subsection (5) of section
627.4554, Florida Statutes, as amended by section 9 of chapter
2008-237, Laws of Florida, is amended, and subsection (10) is
added to that section, to read:

627.4554 Annuity investments by seniors.—

(5) MITIGATION OF RESPONSIBILITY.-—

(b) The department may order:

1. An insurance agent to take reasonably appropriate

corrective action for any senior consumer harmed by a violation

of this section by the insurance agent, including, but not

limited to, monetary restitution for penalties or fees incurred

by the senior consumer for misappropriation of funds by the

agent.

2. A managing general agency or insurance agency that
employs or contracts with an insurance agent to sell or solicit
the sale of annuities to senior consumers to take reasonably
appropriate corrective action for any senior consumer harmed by
a violation of this section by the insurance agent.

(10) An annuity contract issued to a purchaser who is 65

years of age or older may not contain a deferred sales charge

exceeding 5 percent, and such charge shall be reduced to zero

percent by the end of the fifth policy year.

Section 10. This act shall take effect July 1, 2009.
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