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Washington, D.C. 20549-6009

Re:  File NO. S7-22-97

]
Sir:

This letter provides a response (in triplicate, attached hereto) to the Commission’s request
(Release No. 33 — 7438) for public “...comments on the structure of equity index
insurance products, the manner in which they are marketed, and any other matters the
Commission should consider in addressing federal securities law issues raised by equity
index insurance products.”

These comments are provided by me as a private citizen who has observed the entire
history and development of the above referenced products from two different
perspectives: first, as an “industry insider” with senior management positions in legal,
compliance, and marketing areas for insurers and their distributors, and secondly, as an
expert witness in securities and financial litigation. In my consulting practice I have been
retained by the New York Stock Exchange to provide evaluation and testimony regarding
“annuity sales abuses” in contested enforcement actions against registered
representatives.

I believe this is an important effort the Commission is undertaking and would be pleased
to make myself available for questions and/or testimony on subjects related to equity
index insurance products.

Sipcerely,
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David M. Sanderford
President/CEQ
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Preliminary Questions and Answers

Is there a current problem with equity index insurance products?

Yes. It is apparent that the SEC has embarked on this project, requesting public
comments, not simply as an intellectual exercise but because the Cominission has
observed the tsunami wave of customer complaints, state enforcement
investigations, and private litigation that has gained widespread publicity.

What is the nature of this “problem”?

The substance of the problem is that many thousands of United States citizens are
annually purchasing Billions of dollars of equity index insurance products, (with
inadequate regulatory oversight and by use of complex and misleading
representations) that are inappropriate for their age and financial circumstances.
The primary risks associated with these products are generally undisclosed to the
customers.

Is State regulation of insurance adequate to address this problem?

No. With but few exceptions, state insurance regulation is dominated by the
interests of insurance companies, and agents. To the extent that “public
protection” is addressed by state agencies it is typically directed at “corporate
financial adequacy™ rather than consumer issues. Without an actual “theft or
obvious fraud” by an agent, consumer complaints are routinely dealt with by
making an inquiry of the company and agent, and closing the file upon receiving
their “denial” of responsibility”. Policy form approval processes are often
manipulated by insurers to escape effective review, and to gain “approval” of
incrementally more complex, illiquid, and costly equity index products than those
extant at the creation of Rule 151.

Can the Commission effectively regulate (unregistered) equity index annuity
distribution through its jurisdiction over FINRA registered firms and
representatives?

No. While FINRA (and SEC) can control standards relating to the sales activities
of registered firms and representatives, relating to equity index products; it should
be recognized that most of the EIA sales occur through licensed insurance agents
who deliberately hold no FINRA registrations.

Can the insurance companies (issuing the equity index products) be held
effectively responsible for the sales activities of their appointed agents?

Not likely, without treating equity index products as registered securities. The
most common business plan used in the distribution of equity index products is




the “independent” agent model. Typically, the agent agreement between the
insurer and the agent, gives the agent the total responsibility to determine that the
product is appropriate for the customer (they don’t generally use the term
“suitable™). When a “problem” arises, the insurer points in the direction of the
agent, and all too often that agent is gone — gone — gone.

What is the likely motivation of the insurance companies and agents to sell
equity index products?

Corporate and individual greed is the likely motivation. This “common EIA
enterprise” between an insurer and a complicit agent to sell equity index products
is one of the very few opportunities that can produce millions of commission
dollars to an under trained and poorly educated person (the agent), in a very short
period of time -- without any substantive standards relating to professional
conduct that may restrict their tactics and results.

What does the “common enterprise” referred to above usually consist of?
This “common enterprise” is most often made up of the following components.

« Hich commission product. Traditional fixed-rate annuities
(without any bonus feature) relying on retail distribution channels
would typically pay total commissions in the 5-7% range, variable
annuities 6-8%. Equity index annuities often pay commissions as
high as 10-18%.

»  Multi-level marketing. Most insurers have a “commission
hierarchy” that spreads this high equity index commission among
agents, general agents, recruiting agents, referring agents, sub-
agents, co-agents and other vague and multiple categories ~ most
of whom have never talked to or know the customer (think
“pyramid”). Significant money is made from the recruiting of
agents, rather than the marketing and sale of the product itself.
Audits would show that many individuals in a commission
hierarchy are not appropriately licensed for these commission

payments.

» Target seniors. “Free lunch” seminars are epidemic where older
consumers are gathered with “come-ons” that are of specific
interest to their demographics — living trusts, Medicare, social
security, etc.

s Predatory sales practices. These agents in this enterprise often
cloak themselves with the appearance of expertise to gain the trust
and confidence of older clients and to have their recommendations
accepted without undue scrutiny. The agent will use obscure (and




usually “purchased™) titles that signify expertise with “senior
issues”, have books ghost written that list them as authors or
contributors, host radio and television shows that pretend to offer
“objective” investment advice, and advertise dubious third party
testimonials. In Texas, and in the deep South, religious ties are
unscrupulously used to gain trust — an agent invoked prayer often
preceding the signing of transaction documents.

Bait and switch to equity index annuities. Without other products
to offer, the discussion with the senior client inevitably leads the
agent to recommend these complex, illiquid and costly products to
almost every prospect, regardless of differences in their ages,
incomes, expenses, taxes, or investment objectives.




ANALYSIS

Equity Index Annuities (“EIAs”) — Technically these products are a sub-category
of fixed-rate annuities. However, EIAs are marketed and sold much differently than
traditional fixed-rate products. The request for comments has described the various and
complicated methods insurers use to calculate interest rates that have some
“connectivity” to equity market performance. These methods are varied and often are
combined with vesting and market value adjustment processes that further obscure (from
the customer) the true nature of the product — and the risks associated with its purchase
and ownership. I will not attempt to lengthen this paper with any substantive comparison
of policy features, others will do so. However, I will make reference to several different
interest rate calculation methods to highlight specific points that [ will discuss.

Fixed-rate annuities were traditionally (from the early 1970s when the NYSE first
allowed brokers to sell insurance) considered the risk equivalent of a fixed-income asset
(bond), and variable annuities the risk equivalent of an equity asset (stock). Substantive
interest rates were guaranteed in advance for fixed rate annuities in accordance with
predictions (by insurance company management) of the insurer’s General Account
earnings ability. The variable annuities were ensconced in Separate Accounts (a legally
defined term that “separates” those assets from any General Account liabilities) that were
invested according to a specific (equity, often long term capital appreciation) investment
objective. It is this Separate Account that was the entity registered as the issuer (along
with the insurer) of the “variable annuity security”.

Eventually, creative insurance company executives hatched the idea of a product that had
“the best of both worlds™ — guaranteed interest rates that reflected upward market results
BUT no downside risk. They apparently decided to make commissions for this new
product about 50% higher than either fixed-rate or variable annuities. AND, because this
product will not be registered, they could complete the transaction without having to
disclose the amount of these commissions to the customer.

[ will not attempt to describe or evaluate the complex internal investment strategies that
companies have formulated to support their interest rate calculation methods (this is
beyond my competence) except to make one comment that I feel is important. All
insurers issuing EIAs create a segregated asset account to apply their specific strategy
that (while technically is part of the company’s General Account} is for all other purposes
a separate (small “s”) account (small “a”) in the same practical fashion as a Separate
Account designed for variable annuities.

| predict that the Commission will (as before) be swamped with comments from parties
that have a vested interest in the continued manufacture (insurance companies) and
distribution (agents and their agencies) of equity index annuities. By comparison, there
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will be few comments on the behalf of consumers. The obvious objectives of the
insurance companies and agents will be to continue the application of Rule 151, with as
little change as possible, to their EIA products and profits.

Rule 151 - The stated purpose of this rule was to establish reasonable “safe harbor”
criteria, which if met by an insurer with respect to a specific annuity product, would not
require that product to be registered under the "33 and/or "40 Acts. Explicit in this non-
registration is the understanding that the anti-fraud provisions of the *34 Act would not be
available to protect consumers.

In my opinion, it would be a mistake of the gravest order to treat the present Rule 151
elements as “reasonable criteria™ upon which to build a somewhat more comprehensive
standard. While I cannot speak for the Commission’s historical point of view, it was
largely felt by the insurance industry at the time of the original promulgation of Rule 151,
that a great victory “over regulatory oversight™ had been won. The phrase used often in
insurance circles was “safe haven” not “safe harbor”.

It is my opinion that Rule 151 needs to be replaced entirely, rather than being changed
marginally to reflect some effort at “updating”. Not to be unkind, but the criteria used in
Rule 151 are practically worthless for the Commission’s intended purpose. The public is
ill served by the present state of affairs that has left them relatively defenseless against a
juggernaut of insurance company legal “muscle”, and the predatory sales techniques of
“independent” insurance agents. This unholy partnership operates with almost no
effective regulatory oversight, and many thousands of seniors have lost much of their

retirement nest eggs to the EIA sales representation — “Participate in the market, and
never lose money.”

Let’s take a brief look at the present criteria of the Rule 151 safe harbor.

Applicability of State Insurance Regulation

Since 100% of all organizations issuing annuity policies are insurance companies
regulated by the various states (find me one that isn’t), meeting this standard is a fore
gone conclusion. Enough said.

Investment risk

Acknowledging the VALIC and United Benefit cases, it would appear that the
Commission has historically yielded on this point to any situation where the product is
not tied to a Separate Account (as opposed 1o a separate segregated asset account that is
captured within the company’s General Account, see other remarks).
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The Commission is mistaken (in my opinion) in referring to the common 3% interest on
90% of the purchase payments as a “floor guarantee”. This “3% on 90%” threshold is
(unless ] misunderstand) the typical State’s calculation basis necessary to meet its
standard non-forfeiture values for this classification of annuity. The insurer’s contractual
guarantees are different although the policy may also make reference to the “3% on
90%”. The Commission is also mistaken in its belief that the “3% on 90%” means that
the insurer has made a “typical 10% deduction” for sales and other expenses. The
amount of “acquisition expenses” (the biggest pottion of which is made up of
commissions) varies wildly between companies and may be as high as 20% of the
purchase payment(s). No matter the actual level of commissions paid out by a specific
company, the commissions are unrelated to the “3% on 90%” calculation.

I have seen lower guaranteed values than the above. If you will do the simple math of
applying 3% interest compounded yearly to 90% of a purchase payment, you will see
clearly that the value doesn’t “cross over” (or exceed) the original investment until
sometime in the 4® policy year. I have attached a copy of the Allianz MasterDex 5
“Contract Summary” that shows (page 2) a “Guaranteed Cash Surrender Value™ that
doesn’t equal or exceed the “Initial Premium” until the 7™ policy year. It would appear
that this result is attained by applying 2% interest to 87.5% of the purchase payment. This
policy deserves a closer look as it is marketed very aggressively in my region. |have
also attached (to be fair) the “Statement of Understanding” that Allianz apparently asks
each customer to sign.

In the Allianz MasterDex 5 annuity, this is what happens:

You make a payment
You receive a 5% “premium increase” (a bonus that may be forfeit)
You receive annual interest (that may or may not be forfeit), either
o The “floor guarantee” (the Commission’s term), or
o A “minimum guarantee (set by insurer, usually less than money market
rates), or
o The much hyped “participation in the market rate” (“can’t lose”, you
know)
e You withdraw funds (you lose interest and possibly principal under a withdrawal
fee schedule that lasts 10 vears and is 15% for the first 4 years).
e When you withdraw, a “market value adjustment” can be made that could further
increase the amount of fee (or lost interest).

In this MasterDex 5, the best ‘guaranteed” scenario for someone that does not
withdraw any funds over a 10 vear period is to receive an annual return of 0.67%
for their purchase payment. (Sec the chart of values on page 2 of the “contract
summary”) Of course, Allianz might pay higher interest, and of course that higher
interest may be offset or eliminated entirely because of withdrawal fees and market value
adjustments.
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Honestly now, would any responsible financial analyst conclude that any company taking
an investment of $X and making only a guarantee of an annual return of 0.67% over 10
years would be undertaking any investment risk in that transaction? I don’t think so.

More importantly, would anyone honestly look at the two documents that I have attached
(the Allianz “contract summary” and the “statement of understanding™) and think that an
“average” investor could both understand and reconcile those documents? I don’t think
S0.

Obviously, there are many different equity index annuity variations in the market, and
each may be better or worse than the one I identified in this paper. And, if you made the
same calculation for 10 years in the “3% on 90% situation, the average annual return
would be 2.10%, less than average money market rates which carry no investment risk.

UPDATE NOTE: I have just received a copy of another EIA policy during
discovery in a pending law suit that significantly sets the “guaranteed interest” bar
much lower than Allianz. The National Western (Austin, Texas) “Ultra
Classic” annuity guarantees 1% on 87.5% - which allows the original
purchase payment to be guaranteed only during the 14" vear. The
withdrawal fees in this EIA last 13 years, and this product was sold to a 75 year
old male.

It would seem self-admitted, that the Commission has operated (to date) on the
unfounded premise that any insurer whose EIA assets reside in their General Account ,
and where they make an interest rate guarantee equal to the State’s requirement for
determining standard non-forfeiture values --- has undertaken a significant investment
risk in the policy.

With all due respect, a continuation of the Commission’s position cannot in any fair
analysis, be justified. Rule 151 should be scrapped and driven to the dustbin of history
before thousands more hard working citizens are damaged at the hands of unscrupulous
agents and asset-hungry insurers.

All of the above discussion begs the primary issue of whether the insurance company has
made a significant interest rate guarantee IN ADVANCE. While the insignificant “floor
guarantee” is made in advance — I know of no EIA that provides a guarantee of specific
“current” rates (based on its specific index formula) IN ADVANCE. Only the formula
(which assures that the insurer will not have to pay more than it has earned in the
segregated asset account established for its EIA products) is guaranteed. It is important
to keep in mind that it is these current rate expectations that form the basis for the sale.
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Marketing

This has been, to date, a toothless benchmark. Every insurer who issues equity index
annuities has carefully included in their marketing material several references to the
“retirement income” possibilities of the product, or some other “traditional” annuity
reference that it can point to in order to deflect criticism that it is marketing the product
“primarily as an invesiment”.

Perhaps it has occurred, but I know of no insurer that has been forced to register equity
index annuities as securities because of how they were marketed. 1 know of some that
were “slapped on the wrist” and such action caused them (probably) to insert some more
self-serving statements in sales literature that no one reads.

The real mischief is made at the level of the “independent agent™ engaged by the insurer
to sell their EIAs. And, much of this mischief happens on a yellow sheet of paper at the
kitchen table of Americans that are 65 - 90 vears old. Of course, this yellow sheet is
never signed by the agent, seldom is left with the customer, and the customer’s memory
of it is later (should they complain) shouted down by the agent and insurer as they point
to their printed (and confusing) literature.

If what I say is true, the question must be asked, “Why would any reasonably intelligent
person ever entrust their hard earned retirement money to someone for a product they do
not understand?” Many thousands of people do, and most often the equity index annuity
(if you applied security related standards of suitability) would be found to be not suitable
for a majority of these customers. [ will attempt to explain the dynamics of the “equity
index sales scheme™ that prompts these decisions later in this paper.

Commissions — At the heart of any practical analysis of equity index annuities, there
must be an understanding of the role that commissions play, and their effect on agents,
and policy design. Again, | will not attempt to discuss the internal investment strategy of
the insurer.

With any annuity product, the insurer must plan for the recapture of their acquisition
expenses (commissions, marketing and promotion costs) incurred in putting a policy “on
the books”. Thereafter, there are relatively small maintenance expenses to cover.
Lastly, the msurer must have an “after tax return on invested capital” goal (usually a
minimum of 15%) for the “book™ of business within that annuity product design.

To successfully “manage’ this book of business, it is fundamental for the insurer to
predict accurately how long an average policy will stay on the books, so that these
expenses can be amortized and the profit goal met. The most common way to
“encourage” policy owners to keep their anmuities is to penalize them via withdrawal fees
{and potential market value adjustments) for cashing in their annuities.
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For perspective, the Commission should understand that the “3% on 90%” standard does
not in any way indicate that the insurer has 10% deducted for the expenses 1 mention
above. In any given state, an insurer that had 0% acquisition expenses and one that had
20% acquisition expenses would have to meet the same “3% on 90%” non-forfeiture
standard,

The amount and {ength of the withdrawal fee schedule can be predictive of the overall
commissions paid by the insurer. The initial year withdrawal fee will be set within a
couple of percentage points from the commissions that have been paid. As an example,
with a 15% first year withdrawal fee, it is reasonable to assume that its total commissions
for that EIA are between 12% and 18%. [ doubt that any insurer providing comments to
the Commission will (without being requested) give copies of their commission
schedules and agent commission agreements.

It should be also noted that there is no regulation that I am aware of that requires an agent
to reveal to the customer the amount of commission they receive on a transaction of this
sort. THE CUSTOMER ALWAYS PAYS THE COMMISSIONS: THE HIGHER
THE COMMISSION -- THE HIGHER THE FEES AND GREATER
RESTRICTIONS ON LIQUIDITY. If the above statement is true, and it is. Why isn’t
the customer given information that is truly helpful to their purchase decision? An
appropriate industry wide commission disclosure could be easily developed.

It is the insurer’s need to recapture its commission expenses that produces the esoteric
vesting schedules, the long withdrawal fee period, the market value adjustments, the caps
and market averaging formulas, and other restrictions on liquidity. Equity index products
do not have to be so complex — and the complexity exists to obscure the product’s
commission cost.

Suitability - Today, agents and insurers largely feei that (because the EIAs will
eventually pay back more than the original purchase payment) that “there is no risk” and
that the product is suitable for “everyone”, without restrictions. This is, of course,
nonsense,

The primary areas of suitability concern in the sale of EIAs are as follows:

Overage Sales

While there is some concern about the sale of a complex product to someone of advanced
age because of diminished capacity, the real issue is liquidity. If an EIA with a 12 year
withdrawal fee schedule was sold to a 75 year old male, the liquidity restrictions would
be longer than his life expectancy (9.6 years). The risks associated with restricted
liquidity should be fully disclosed.
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Concentration

There are abundant examples of EIAs being sold to 90% - 100% of a retiree’s liquid net
worth (investable assets). This situation should never occur without the risks associated
with investment concentration being fully disclosed. Interestingly, these “large sales”
often exceed the state limits for protection under their “Guarantee Assoctation” programs
that generally cap coverage at $100,000 for individual annuities. With respect to
registered (FINRA) firms, there are directives (Notice to Members 99-35 for example)
that address annuity concentration and direct members to establish standards with regard
to “large sales” and concentration. As a result, many registered firms have set annuity
concentration levels to about 30-40% of liquid net assets. Transactions that exceed the
standard require review by a Principal.

Tax-Qualified Assets

LIMRA (Life Insurance Marketing Research Association), an organization established
and funded by the insurance industry, periodically conducts surveys of customers
regarding the reasons they buy annuities. Always, the number one response from these
annuity owners is the annuity advantage of “tax-deferral™ (over all other investments
where the investment gain or return is taxed each year). This “annuity advantage” does
not exist where the assets used to purchase the annuity come from certain “tax-qualified
plans” (IR As, 401-k, etc) because such plans are already entitled to defer taxes on
investment gains. There are literally hundreds of unbiased financial reporters and
commentators that have written to this subject and take the position that it is
fundamentally not suitable to recommend higher cost annuities over lower cost
equivalent products — where the justification for the higher annuity costs (tax deferral)
does not exist.

IHusory “Bonuses”

There are many EIAs that use “bonuses” (often under other names such as “supplemental
credits”, “additional premium”, and various other monikers) as a “come on” to grease the
skids and overcome objections to the purchase of the EIA. The agent uses the “bonus™
(often 10% or greater) sometimes to support the replacement of other annuities — and to
disregard the withdrawal fees that are incurred to do so. THESE, BONUSES DO NOT
HAVE ANY INHERENT VALUE TO THE CUSTOMER AND THERE SHOULD
BE A RESPONSIBILITY RUNNING TO THE AGENT AND INSURER TO
MAKE EXTRAORDINARY DISCLOSURES. The above allegation can be proven by
comparing the “bonus product” from an insurer to the “non-bonus product” of that same
company. Without exception, the bonus product will have higher fees and/or greater
restrictions on liquidity than the non-bonus product. When measured, the financial
difference will be adequate to repay the insurer for this supposed bonus.
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Fictitious “Groups”

There is a practice adopted by some insurance companies to issue “Certificates of
Participation” under group EIAs to customers rather that “individual contracts”. The
only problem is that the customer usually has no affinity of interest with other members
of this “fake group”. Under most state insurance laws, bona fide groups are typically
“common employer”, union members, and members of some defined “discretionary
group” (think AARP) that is formed for purposes other than to buy insurance. These
insurance companies have noticed that group annuities enjoy favorable treatment in the
nature of reserve calculations, premium tax liability, policy review exemptions, and other
benefits not available to individual contracts. The insurance company solution — is often
to form an internal trust and issue the group annuity contract to itself without regard for
the intent of the group insurance laws. This amounts to “self dealing” that denies to the
customer the normal and expected protections that are present in a bona fide group,
including the group owner doing due diligence on the insurer and being an independent
and genuine conduit for complaints and service.

Replacements

In the many cases I have reviewed, the agent usually sells multiple annuities over time to
the same customer. Often the transaction involves the replacement of one annuity for
another (sometimes the first annuity is owned for only a short period of time, thereby
causing large withdrawal fees). The agent is commissioned on each sale. In the
securities industry, such replacements (without a legitimate and understandable purpose
benefiting the customer) would amount to “churning”. The EIA, because of its
complexity, the use of “bonuses”, and the promise of “participating in the market™ is
particularly attractive to agents for replacement. State insurance laws provide no reliable
protection for consumers, and ironically provide a shield to agents for misguided
replacements. The Commission should make itself aware of the studies of Professor
Moshe Milevsky (York University, Toronto) as he has written a series of papers on
various annuity issues. One of these, “Exchanging Variable Annuitics: An Optional Test
For Suitability”, is particularly appropriate and the principles are gencrally applicable to
ElAs as well as variable annuities. The conclusion is inescapable that most annuity
replacements are not in the best interests of the customer, State insurance regulations
involving replacements are totally inadequate to protect the public.

“Investment Planning” Fraud

The insurance agents selling EIAs are almost never registered (State or Federal) as
Investment Advisors. Many agents charge separate fees (following the “free lunch”
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seminar) to meet with the customer and engage “investment planning”, or “investment
education”. Regardless of the terminology used, the customer is of the mind that an
evaluation is taking place that includes consideration of their investment goals, available
assets, risk tolerance, and income needs —~ compared to a universe of available products --
and that the agent will recommend only those products that are consistent with their
individual “profile”. In fact, this matching exercise of aligning customers with suitable
products almost never occurs. It is also true that the agent often recommends the sale of
securities already owned by the prospect so that funds to acquire an EIA can be obtained.

Predatory Sales Techniques

Amazingly, there are some annuity sales operations that utilize all of the sales practices
below on a regular basis:

e Target senior demographics for concentrated marketing and high-pressure
promotion.

e Invitations to “something for nothing” free lunch/dinner seminars.

e Usc senior “subjects™ (living trusts, Medicare, social security) as a “come on” to
attract attendance.

e Flaunt exaggerated titles (often “senior’related") and dubious unrelated
experience (ghost written articles and books, for example) to gain trust of seminar
attendees.

e Use of fear tactics to suggest the potential failure of traditional institutions like
banks, mutual funds, and even the 1J.S. Government.

e Focus on annuity “bells and whistles” (bonuses, complicated “living benefits,
nursing home benefits, ete) rather than the annuity itself.

* Directing attention to immediate (but sometimes illusory) benefits, and not the
long term nature of the annuity product.

e Permitting only limited time and attention of the customer to review inadequate
and complex disclosure documents.

o Using religious, or Masonic lodge connections to gain trust and to deflect
guestions or objections concerning the product.

¢ “Baiting and switching”, in that high-commission EIAs are substituted for
introductory products or services.
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e “Steering” customers suitable for lower cost products, to the highest commission
(and therefore highest cost) EIAs.

s Use of misleading, but attractive, third party endorsements.

Suggestions — The present situation is untenable. If continued, the Commission
would be abdicating its Congressional mandated responsibilities, in my opinion. If the
Commission is inclined to provide the protections of Federal securities laws to our
citizens with regard to EIA products, it can easily do so.

I predict that the biggest two objections the industry will have to registration of EIA
products are:

1. That already issued, and potentially non-conforming EIA products make
insurance companies subject to potential liability after they had relied in “good
faith” on the terms of existing Rule 151. Good faith can be examined in 2 number
of ways. Some examples: (a) Did the company request and receive “no action”
letters from the SEC, (b) did the company rely on the opinions of outside counsel
prior to issuing the EIA products, (c} did the company employ “evasive”
techniques (i.e. using “fake group” contracts) to avoid state insurance department
scrutiny, (d) did the company introduce new, and possibly non-qualifying EIA
features after the promulgation of Rule 151, and (e) did the company require
standard suitability procedures of its “independent” insurance agents? This is not
an insoluble problem, and the Commission has plenty of smart attorneys. Figure
out a potential resolution to this issue before going public with your conclusions.

2. Requiring FINRA registration of insurance agents to sell EIA products will
disrupt a distribution channel that has taken vears to develop. The Commission
has no obligation to continue or extend a situation that imperils customers (by
exposing those customers to undisclosed risks) in the marketplace. Either agents
should get registered to sell securities, or they shouldn’t sell them. It should be
that simple.

If the Commission decides to reform Rule 151 rather than require the registration of all
EIA products, it has a somewhat harder task in the days ahead. In this scenario, I imagine
that some or all of the safe harbor elements might be changed or supplemented. Listed
below are some ideas of how this might be done to reduce the likelihood of inappropriate
sales of complicated financial products with undisclosed risks.

* Regquire a standard basic “suitability” standard of the insurance company in order
to police the sales practices of its independent agents. This standard could
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e prohibit “undue FIA concentration”, provide a 48 hour “cooling off” period for
review of disclosure documents, provide disclosure of “total commissions” paid
on the EIA transaction, prohibit replacements of E1A where significant
withdrawal fees are incurred (without insurer certification that transaction has
been reviewed by company representative and found “suitable™).

¢ Require standard disclosure language to reveal the lack of value in “bonus”
benefits, and first year teaser rates — in that higher fees and charges are levied to
recoup the bonus or teaser rate interest.

s Prohibit the use of group EIA policies without the existence of a bona fide
“group” whereby members have an affinity with each other for purposes other
than to buy annuities or insurance.

e Prohibit the payment of EIA commission to anyone that does not participate in the
actual sales process, provides a customer referral, or does not provide direct daily
supervisory responsibilities over the selling agent.

¢ Change the minimum EJA standards that must be met for the insurance company
to have “accepted the investment risk” in the policy. For example:

o Require the “minimum cash surrender value” to be at least equal to the
purchase payment used to buy the EIA by the end of the 2" policy year.

o Limit the length of the withdrawal fee schedule to 10 years (but in no
event longer than the life expectancy of the customer).

o Prohibit the use of “market value adjustment” contract provisions in EIAs
from being used in combination with equity index formulas to reduce
interest already credited.

o Create a universal “vesting standard” whereby index formula interest
credits cannot be forfeit after the EIA has been in force a certain number
of years.

o Require interest to be guaranteed “in advance”™, not simply to have the
overly complicated index formula (negatively compounded by the
application of a market value adjustment) guaranteed.

Thank you for the opportunity to provide the Commission with this analysis. Please feel
free to call (817) 573-6740, or e-mail to maxfordco(@aol.com if you have any questions
or require further information.

David M. Sanderford, J.D.




August 2, 2008

Mr. Jonathan G. Katz, Sccretary
Securities and Exchange Commission
450 Fifth Street, N.W.

Washington, D.C. 20549-6009

Re: File NO. §7 —-22-97
Sir:

This letter provides a response (in triplicate, attached hereto) to the Commission’s request
(Release No. 33 — 7438) for public “...comments on the structure of equity index
insurance products, the manner in which they are marketed, and any other matters the
Commission should consider in addressing federal securities law issues raised by equity
index insurance products.”

These comments are provided by me as a private citizen who has observed the entire
history and development of the above referenced products from two different
perspectives: first, as an “industry insider” with senior management posittons in legal,
compliance, and marketing areas for insurers and their distributors, and secondly, as an
expert witness in securities and financial litigation. In my consulting practice I have been
retained by the New York Stock Exchange to provide evaluation and testimony regarding
“annuity sales abuses” in contested enforcement actions against registered
representatives.

I believe this is an important effort the Commission is undertaking and would be pleased
to make myself available for questions and/or testimony on subjects related to equity

index insurance products.

Sincerely,

David M. Sanderford
President/CEQO

Attachments
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Plan Name:

CONSEACT SUMMARY
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iy 1nitial Premium
MasterDex 5 Amnuity (A Elexiblé. Premivm Deferred Annuity Policy with an Index
Benefit)

I

Pased on an Initial Premdtm of AMERENS, the values on the folleowing page show the Current
and Guaranteed Accumulation Values and the Current and Guaranteed Cash Surrender Values prior
to receiwing annuity payments.

The Initial Premium and any rdditional Premium pald during the first Flve Policy Years receive
a 5.00% Premium Increase — which 1s credited on the same day Premium is received.

The Supplemental Application will have been completed to indicate the Premium Allocation
Parcentages to the Index Allocations and/or Inverest Allocatlion.

adjustments for each Index Allecation, if any, are added to the Accumulation Value at the end
of each Pollcy YeaX. The Annual Index Rate determines the Adjustmwent for each Index
Allocation., The Annual Index Rate is the sum of the Monthly Index Ratea for the Policy Year or
zerc, whichever is greatez. tha Participation Rate determines the maximum percentage of the
unadjusted Index change used to calculate the Monthly Tndex Rate for each Index Allocaticn. The
Monthly Cap determines the maximum Monthly Index Rste. Annuitization ox a full surrender of
the policy prior te the completion of a Policy Year will reault in no Index Adjusiment for that
Policy Year.

Adjustments for the Interest Allccation ars added to the Accwmilation Value. The allocated
amount will earn interest at the current declared rate of interest and will be credited

monthly.

The gquaranteed minimum rate of interest cradited is 2.00% for the first Pollcy Yeax

and 1.5% thereafter, compounded annually.

Any ddditional Premium pald plus any applicable Premlium Increase will be placed in the Intexrim °
Tnterest Account until the start of the next Policy Year. The current declared rate of
jptarest will be calculated and credited monthly and the guaranteed minimue rate of Intexest

credited is 2.00% for the flrst Policy Year and 1.5% theredfter, compounded anmially. At the

end of the Policy Year, the Interim Interest Account will be allocated to each Allocation

according

to your Premlum allocation Percentages. The Interim Interest Account will then be

set equal to zero.

At any time, you may submit a requeat to change your Premium Allocation Percentages. When the
fnterim Interest account is allocated at the end of a Policy Year, you have the option to
change that allocation by sending us Notice within 2% days. If Wotice is received after 21
days, it will net be effective until the next allocation. .

At any time, you may sutbmit a reguest to change youx Reallocation Percentages and/or reallocate
your Accumulation Value. Reallocation will only ocour at the begizmming of a Pollcy Year and is
not automatic. To be effective for the current Policy Year, you must send us Notlee within 21
days following the beginning of the Policy Year. If Notice is received after 21 days, it will
not be effectiwve until the beginning of the next Policy Year.

The Accumulation Value, at is=ue, is equal to the Initial Premium plus any applicable Préud.um

Increase,

It is increased by any Tnterim Interast Account additiona, any hAdjustments, and any

partvial Adjustments. tt is decreassed by any Partial gurrenders and any Systematic Withdrawal
of Cr_gdit: payments.
The Accumulaticon Value ia the walue to which any applicable surrender charge and Market Value

Adjustment is applied upon #11l Surrender. There is no surrender charge after the 10th Policy
Yeax. There is no Market Value Adjustment in the Ffirst 12 Policy Months ox after the 10th

Palicy Year.

A Partial

or Full Surrender of the policy will result in az Market Value Adjustment to the

policy value. A Market Value Adjustment may increase oI decrease policy values depending on
market conditicns. 1f interast rates rise, your Cash Surrender Value will be lower. If
interest rates fall, your cash Surrender Value will be higher. Timits on the Market Value
Adjustment are described further in your contract.

. Phe Cash Surrender Value will be the greater of the Guaranteed Minimum Value or the result of

the Accumulation Value minus the Full Suxrender Charge mu
Adjustment.

1tiplied by the Market Value
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o MasterDex 5™ Annuity

Statement of Understanding

Thank you for considering e Masterbex 3 Anmuity fom Alfanz Lie?
Ve want to be sure you are aware af all of the benefls and foatires
offered by your poficy.

Please read the following serrmary, i you need addionsl
darffication on any of the items ksted below, pleasareferto
the MasterDe 5 Annuity confract.

Once you hava read this summary, please signthe hst page to
coafirm you understand the policy you are cusidesing.

How does the Masterex 5 Annsity work?

The MasterDex 3 Antiily s 2n equity-dudexed produdt, That means the -

vale of your anmusity ks Enked to one or mose nationelly recognized
{ndees that track the ups and downs of the stock market,

If yous don't wast your policy valvey to ba finked to changes in the
stnck market, the MasterDex 3 Annulty afso allows you o allocate,
.or desigrate, soma (or ai) of your anmilly's valoe to a Sred interest
opiion, This fixed Inferest option redts your poficy with predidable
rvterest, based on established rates that are independent of the exqity
mmarkels, Your kdial bierest rate is only guarantzed for the Srst polioy
year. After that, your interest is calozlated and crediied monthly at an
anmral rate of no lessthan 1.5% tn aff pollcy years,

Pleaxe note that although an external ladex or Indexes may affec:
your policy valwes, the policy does not directly partkipate i amy
stock or equity Investneents. Yort sira pot buylng shares of any
stock or fndeoc. The market indexey do not reftat the dividends
pald on the stocks wderlying fhi market indexes,

How do | dheose ~ and diznge - te way my snmity’s vale
Is allocated?

You can chocse between the S&FF 500 and Nasdaq-i0o" indexes,
or you can dedde to eom fixed interest, Your con aliocata 2l of your

wmoney to ay one of thesa three atematives, or aflocate your money -

(mmmm)mmmmmm of these threa options,

Shotly after each palicy armiversary you wifl recefve-an annual policy
staterment. it will incloda a form thet afows you to dunge your aarent
allocations, i that 5 your intestion, you mist complete Bre allocation
change form and return itto the Home Ofice withi 21 days of your
policy anniversary, This will lodk in your request and determine how
your policy valves are aflocated ovey the next policy yesr.

mglmmmmqhmhduwmm'mm
annoity's valne grow?

The MastarDex 5 Anniufly ses a mcnéily polnbia-point methiad-to
citate the per of the S&P 300 and Nasda-100. This
rmethod tracks the positive and negatie-danges in The index(es) you

hewe chosen In indbvidust monthly ncrements. At e endof cach
palicyyear, the crediing method adds the 12 monthly subtetals; and
Mau?swmmmwmma

Please nta that although pasitive monthly increases are Emiled by
in estabfished smmdmum {or ronthly cp), rumtfily decreases are
not Hmited,

How fs the manthly cap defermined?

The manthly cap Is set al the beginning of each policy year, and then
guasarieed not o change during that policy year, The menthly crp wil
never be less than 19, -

unmshewmnhowaﬂnfﬂ:éwm

This chart shows monthly pesitive and negative changes bn o
hypathetical index, how they are affeded by the monthly cp,
amd hiow they 2dd up tothe annual index rafe. i

Metr |1 ]2|3l{4fjsfej7|e]s]uw|njn
m@mmu-mmm 42 20100 [20] 5000
muuuunuuuuuuu
Mooy

fnder L5 5.0 420 L0 | +2.0 | +2.0 14251 420 ) +004 2.0 | 4213 [+0.0
= D

Atthe end of the policy year, the 12 bdividusl monthly index rates are
added up to determine that year’s annital Index rate: .
$23+ £50) + 2.0+ £18)+ 20+ 10423+ 20 # 00+ {20} + 2%+ 00=5Fh

Can 'my annuity’s vaire go down due t Tosses in the indax(es)
1 choose?

No. Hiie Index{es) suffer a loss in any gves yedr, your winipal
{the maney you put into the annulty) and the 5% premiomincease
are proteced. Rty badex geins or imterest thet have been Jocked in
previously are slso safe,

WL my anuity’s value ba based on anyfhlug besides the motthly
mariiet index gains sud losyes mentoned earlier? .

_ Yes, Your anwiuity’s vahee will be affeded by the policy’s Yaridipailon

rate and when you decide o take money out of the policy, -
What s a participation rate?

The pastitipetion rate is the percertage of monthly ndex geins that wil
be used 4o deterridine your policy’s annaal index rate. The particpation
rete i 100%, and & goarmteed for the B of the contraet, Yesp in
tmind the gmotst of any monthly gains allowed by your policy’s .
perficpation. rate will Siff be subjed to 2 cap; oz madnvan, .

Wiike-Home Offlce Yellow-Owner - Pink-Agent
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Besides this, what other ladors impact the valus of my

- ‘The Frst thing you shuuld kaow s that, firoughout the Fa of your
zanutty contract, your MasterDex 5% Anriufly will adisly have two
separate values, hich one you recefve wik depend on when -
and how - you take money out of ie annuRty. Thosa values are

The surfender thargs stavs at 15%, then dequases
J72E% on exch monthly swiversay beginning In policy yer four,
uﬁikiﬂvmd\sm(mymrmﬁ!whmm:y}.

Here's .t that shows e approxinvate avotdt we wil dedust
frov your aconelation valte i you cancet your policy.in sy gven,
poleyyear. talso shows how the surrender charge diminishes as

the poliy’ss time passes. , .
= Accyroulation valoe Shutel —
_ » Czsh sumvender value yolyyese) 1 |2 [3|415(8]7|8|s]w|n
Acoumpiation valoe, The acconusiation value equals tha premfim | Seyender y
yout pay into the confract, & 5% premium increase, phes any armu) | chiarger meﬂﬂﬂmaﬁﬂq nmﬁam. AT 4200 m‘mw} E

ndexed increases andjor inerest esmed, Witlrdrewals will decrease
your policy’s socunmiatitn value, This will uslly be your policy’s
lighslvqlua
Cash smyender valne, The cish surrender velize s your acoxmidation
valus minus & 10-year degeasing urrender dharge, phus or miritis
a-market value adfustmesnt. We disoss survender charges and the
market vaine adjustment below,
In addition to these valizes, we ara required by Jiw to provide a
guaranteed minhnum velue with 29 fored annuitias, even thangh you
would receive it ONLY IF the guaranteed minfivun valueis iWgher thay
your policy’s cash surrender value desaibed above. THe guirantesd
inlnimum value wil generalty be your fowest policy velue, The
-mmmmmdmﬁwm
pius BZ5% of the premiums: you submified sfier your frst paticy

i year - inus any withdrawals -~ growing at an atmusal Inferest i

o %

W Haw do | avold pexatties and get my poliy's full

© scomnztion vefie?

v way 1o receive your policy’s accumulziion value i o wait tmd
at feast your 10th-policy enniversary (st which point fhe strender
charge expires), then toke your policy’s acouniulution vahie a5 a *
jumip-suem payment.

Yan can aiso let your money accumfzte for a misimum of five policy
yeas, then take five years of interest-only paymints or equal payments
of both principal and interest over a 10-year period (or longer). This i
what ¥ meant by “annuitization.”

# you dedide not to let your money accmulzte for 10 full yeass,

. you chouse & payment option different from the opfons shoven
immediately sbove, you will receive your poficy’s cash sumrender value
rther thasn s ecommdaton valte,

S0U50626TX : - .-

" charge. Adually, it demvenses monthly (ot & rte of 1788% per mondh);

What heppens i | cancel my poliey? periakles or charges, induding: _
That depends ot when Yo caneel it You can fully surestder * Free wiltremicls
{cencel) your poflcy on or after is T0th pallcy anniversary and gat your » Systesgatic Withdrava! of Credits
full accumukation vakue (as ouffiped above), if you fufly surrender your » Pulicy loans
annuty policy before s 10th enniversary, #e amount you recefve will « Required misknum distrbutions
be subject to a survender drange and warket vaiue adfustmient (MVA). o Hzs
What fs a surrender charge? ’
The surrender charge B e penally you pay to umender {cancel) your
policy, The surrender charge on your Masterllex 3 Annuity will aiso

apply to partial swwrenders, which srewihdranals that do not meet

h_ cur free withdrawal réquirements (which are explained later),

: (F-4f2005)

* Niote: Tha above-chert shows amwel deceases in the surender

beginaing in policy year four untll day one of policy year 1T,

' wot Samilay with e tesm “mwtkel valne adfustment.”
Wihaf I t?

The market value adjostment, or MVA, ks a factor Hat acis to
coumterbalanca the ovesall Granpe In interest rates while you've
wvned your MastesDex 3 Ameity, So # you deddeo fully or
pariially surrender your policy, the market value sdjustment an
either Ingrease or demsase the cash suiendes vailie you recefve,
Please refer ta your policy for additionz] details on the MVA,

For now, you should ilerstand that the MVA& Inversely. proporionsl
to the thange n interest rates helween the fime you purchsse your -
policy snd wiian you strpender R, ]
« In general, i interest sates have ingreased since you purchased .
your pollcy, the effect of the MVA Wik Tkely lower your palicy’s
cazh sumrender value, As such, you bear soma risk sssodated
with oreases in infevest rates. .
o 3 rutes fave goum dowm sice you purchased your poficy, you
zmwm:mmmmdmmmm
- he MA,

Cant yrv show me krow the swrender charge nd markat valte
adfnstment would affact 3 sample MasterDex 5 Annisity?

A complete chart showing hypothetical vadues for the MasterDex 5

Annuity is presented at the end of this doqument. Pleasa look it over.
Can | take nwwey out of my amoity without Incorring a pemalty?

s qulte possiie you will want money from your answity pollcy
somewhare down the road. But you may not need it all. We bnve a

variely of ways you can get monzy out of your annuity poicy




How can Hake » fres aithdrawal fram my potiey?

Gur frex withdrawal opion lels yea acoes » porion of your policy’s
valie without Tncurving a penalty. You con witfidrawrup bo 1090 ef .
yuur premium sach yaar, ot you beve withirawn a maxdvium of
mwmmmwmmmmm
will avold surrender charges provided that:
« No more than,onve vithdrawal Is taken within a 12-mantk period:

* You dorr} add any additional premium to tha pollcy within
ummﬁsnfhlhgnfmm

» You don't request a full (or partial) surender or begin
annuifindtion payments within 12 monts of teking a
fmw&h&aual.

Whafh!maﬂ:mmd'&aﬁb?

Since your Masterlest 5 Annuity & an prodixt, you
mwwmmmwmﬁemdm
Endex(es) you sefect. After the 6l policy year your et selad to have

these anmual index credits pakd o you s they are eamed, We call ths

Withdrewal of Credsls, You Giri fafe aciantage of this
benetit as long as youu have not begum the schedulad payerent
program we defined earifer zs “mnuitzston”

What if | need to take's pollcy van?

Loasts are avallable on nongrlified snnuftles and some tax-qualified
armuities (TSAs). You catt borrow up 1o 50% of your polley's sh
surrender valwe {Up to 3 $50,000 taaxinugu), Like any loan, palicy
loans zre subjed to an anmal ioterest charge, but they are
penalty-free 25 Iong 25 they are repald with interest, Flaase note:
Loans on nonqualiffed annuities may e tacble at disiribution.

§ maderstand § may have fo take minimum distdbutions sooe day,
Does my annnlty allovr these?

Based on your age (usually 70! or oider) and the lax desigation

of your poffcy {JRA, SEP, efc) you may fave to fakis wininmum
distributian payments, if ey are Jaken amuelly in Decamber o
monihly throughout the year, required minfoum distributions (RMDs)
are panafty-free, although they will reduce the amount availzble for
fres withdrawsls. You may ot exceed the anmual AMD amount -
q:ﬁﬁedbvhmm”ﬂhbmdmwmmdﬂum
of your policy, ARianz Life® will only send a required ninlimun
distribution for the: poflcies yoit have with us.

How Gin your Nezsing Home Benefit hefp me access wy moriey
without pemaliy?

‘Adter the first policy anniversary, if you are the policyovmer and
becomne confinad to a nursing hosre for 30 o of 35 conseastive days,
your fufl accumuletion value can be pald o you over & Rtie as five
yeass of anmuifizaton paymeans, )

. SOUSCE2STX

~pige3of 4

wmdmmwfuhgm « ard what are-
the pexaltfec? :
Mhstm&edﬁemvstorecﬁupmﬂmolmwm
with no suerender charge o markst value adfustment, You wli incur
both ¥ you toke a parfal sumrender from your policy any olber way,
Al three of the poficy vakues we described-above will be dimiished
W&:mmﬂmpmﬂmmdpmﬁsmed

Are there any tax consequences [ 1 withdraw money?

Regardiass of whether the distribution is penalty-fres or subject fo ©
apenalty, there.may be ta carsequences fyou pul] money out of
your annwily. bn addition, any distibution you receive-from an ammuity
prior to age 59% may be sabject to 3 1080 IRS penahty. Al Life
des not provide lagal coumsed or taix advies; 5o please conselt &
financial adyiser,

Can } add money (o ny MasterDex 5 Aimaity down the read? .

Yes. AddRional monsy (or presdton) may be added 1o your snnulty
at any time within the first five policy years, The addiional preriam
o pay durinyg a pollcy year will autowmtically be crediied wif: an
Enmeciate 5% Increase and then placed fn an inferim Inferest account
where it wi sam Ftevest wddt the stast of the next poficy year, This
premium and lncrease will then be distributed aceording fo your
previum sfiocafion choices.

What happens if{ die hefore | heve-received alf of oy
annnly's valne?

Yot beneBdary(es) Mmmmmﬁhﬂmmm
over the cowse of five yems (or Tonger). if 50, they will receive your
policy’s accunmelation vakze,

They razy, on the otfrer hand, vant a lump-sum payment. if this is
el chojen they will receive the policy’s cash surrender value or the
amount of premium pald mius withdrawals, whichever s greater,

Are thers any offier impertant poluts | shokd loow about
amaites ke the Masterdex 5 Anpuity?

lwummm:gwrmnuskmmmmmmmﬁty
you aurently owe, compare the two produdts carefufly, Keep In mind
that yeu may luenr a surrender dhiarge when you canieel Your existing
ananify to ptrchase your MasteDex 5,
Ifymmpmhashg!hewusmdlyaspmtufaqm&ﬁed
plon such as an Individual Retirement Acoourt (JRA), your decision
should be based oa benefls other than ta-deferred growdh, as the
MMmmmdymmmmﬁm
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Can | ses’all the vackoas vadues and factors that fupact the vale of ny Masteriex 3™ Amnuity?
“The cheii below shows hypothetical values fara MasterDex S Anmufly that was purchesed with & Inial premium of $100,000,
Youmkﬂhﬂmmwm-aﬂhmm-mﬂwmmwmmmdmhgemhm

Notice the relaiianslilp between the accumwiation veltie and cash surrénder valfue, You can see that unce tha poficy has completed
#s 10-year acoupwidation perfod, fis accumulafion velte and cash surender vl are identical. The guaraniesd misdnwm valee i
also stad for your reference. . .

off Sumof | Amuml { Amual | Aconmuiation ) Soivendey] Changein ms Cash sumendar | | Guaranteed
year |Indax (cannut be {adjestmont 'hmgh‘ aive value
negative) | (cannot be from fsae | adjostmest): -
negative) | -

Issud P S0S,000' | 15.00% | =>s800 $80,000
1 % | O +90° | w400 [ oo | oow plme | =550 00
2 1% W% | +416800 | 5121800 | 15000 ¢ 14 xois | > | [ smen
3 12% | «Sugs | >sosas | moow | LT X085 | > $103568 S48
4 L 4% +$5457 | >SUETE | 12.86% 0.7% 10861 | =>3m8773 480,091
5] pe } ook | e | >smen | omm [ 1w { xdes | Snass sz
5 i wH  { +$5I5606 | DSISTATS | B51% 0i% rLO04 ] =>51Ma585 $95,524

F . b PR PR Y 5 . - - o F— 3 [
7§ e [ 0% [+SBe7 | >SUENE | Ge3e | DGR | xIOT | =>S6T0R $98.350
8 it oh [ 437055 | =>SMSAR | 429% -1.0% xig | =>4 $101382
g | 0% ¥ +50 | gusger |2 | 05% o XI5 | =>58036F 4 | fl04382
10 13% B [ +$53846 | SROOI7 | 000% AL000 | =>807277 $17.3

1 A fssue, acaaiation valoe sqeal $100,000 inital pramilan phis immedinte 5% kcrease .
2feannes T0year Treasary Rute st bsue 5 4.5% - . .

This chat shows skt value adipsiments (and surender frased surrendering your MasterBax 5 Anmuity. the
kst day of the yaoy shown. Actoal mket valuz e tnv:u Mkpmuvﬁgn yoor policy. oy on

*Thiis example sstmiey =) fncrease In tha 10-yeer comford Tatm from 4.5% to 5.9% {8 1.4% increase) and the eoyrespomding effect ont the MR, As
can ses, an orease T this rete lends To =0 MVA that & less than mmmamm?mmmwmmma s

y asrumes 2 decreaca fn the gastank rate from 4.5% t 5% fhe effecton i
T e e e T s e i 1 o A Tt s e o s 2 o o e oy
| have read the informetion above, Tthas been explained to me by the agent and 1 befieve the MasterDex 5 Anauity is suitable for my finandal
gnuls.lmidﬂmwdﬁatamnwdspayablemduﬂispoﬁwmabieamammmmaqmmmamncammeammmkﬁﬂnm
luwer.lmabremhdmﬂradﬁlmmshmmmuhmwmmdmhndﬂﬂwmmmmmanmed
minmyum velues, ara ot guaraniees, promises, or warrastles, § udesstand that | may returs my poficy witkin the free look period (shown on
the first page of py policy) I 1.am dissatisfied for ammreaso

1 have presented and provided sﬂyﬁwﬁ%mﬁmmimﬁmﬂemﬁﬂdﬁummmm
and no proimises or asstraces have been made nbout the fture vaives of the pofiy.

© inesdd & Pooe't'" “SAP” “SKE 500" “Scird & Four's 500" "S00" e trodeszacks of Y Moo 18 Coompuries, nc. and have bees censed fr use by Al e
: iosreaee Coxopagy of ot Auserin, The ptockict ok spomsoree, ecirsed, sl or promoted by Sandssd B Poer's 20d Ssndard & Four's makes no regving
% tha advisabity of purchasing the predct, o s o
5mmmwmmmwmmaummﬁmmmmmmmhﬂmn Corponmifbnsy and s censed
> i by ATz L hptuncn Compaeny o Marth Amesicz, The Juve pot hesar passed oo by the Corporstions 2a to their gy sultalifiy, The-prodec(s) arensi
Emmw.nwmumm mmmmmwmasmmmum%mmmm
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