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Mr. David rields

There have been mwore anéd more .
situations bY viatical sales schemes.
The latest one is in Florida.

1t seems to me that anybody doing
anything in the £ield stands the
risk o2 adverse FR. .

1 am concexned that ve get curselves
inte another *bail bond” pzoblem =
1 am uneasy about this.
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e.gcms—pmrms ipvessors hush rerarns.

This is & pretty ghoulish way to

make 2 buck, but as s cold-blooded in-

vestment #t sounds good Too bed fora

lot of viatcal investors that thelr cpital
expires before the patients do.

That’s bazppening to

9, a retiree fiom Collins, Jowa

who in 1997 plu.nlud down $46,000 for

TpE st -

insuring someone dymg fxorn AJDS
Documents fiom vistical Erm Dedi-
cated Rescurces guaranteed bes a fixed

industry lately has been hit with a baich
of outright f2ud complaints.

52, a former medical
technologist from Occdental, Calif,
contends that viztc) Srm Mutusl Bene-
£t ahered life oxpectandes on the poli-
Ses he bought to convince him that 20
patients were on theds daﬂmbcds,lcadm‘
him to bdim thtywould cxpur. within

cmdmg w h:s lzwsult l.ganm Fon Lm-
derdale, Fla -based Mutual Benefits, he

invested $570,000 and the patients are

‘ Iaundcnng u:d ma.:'.l fmud. are mmn.

pawn has died Investors get stffed
Thst was Alpha Capita) Group’s.
modus operandi when the New York
cormpany signed Up AIDS patients to take
out scveral polices each, daiming their
last dociar’s visit was for inpocuous rea-
sons lke 2 fu shot Some patients pock-
eted as much a3 $500,000 apiece for their
pa.n inthe 1998—2000 scheme. Alp}u ex-

sentencing in Tennessee. Several pauum
were abo convicied,

return of 128% in Two years. Anodlﬂ?:pr:ﬁu;?a:nl

e ey o DISCLOSURE OF DYING PEOPLE'S ";‘" cminded by
crlv b e oo™ INSURANCE POLICIES AND THEIR @ ——
mndﬁppin;inff;d::h’pn- : . : scheme took 5,000 investors
Sents’ premiums afier three _MI,D_LGALB.EE.QBD.S.LS_S.EQ]I!-__

years. And the 128% guarag=
teed return? An inflsted number, Seerns
this was :allyZB%.thchO%pmwn

just back her prindpal By next
yaapmmums will have whit

tled her afieriax seturn 1o just 4.5%, aal-
culzte

fee-only insurance opert And if the pa-
tents Bve any longes than that the will
stzn Josing money.
sniorpey for Delray Beach, Fla- 'bu:d
Dedicsted, s2ys the company does not
gusrsniee retusng. That may be true
now, but o peperwork s 28%
return is promised and other words
contrsdicuing that dlaim sse buried.
Don't investors at least get to check
out, before peying, the real medical sit
ustion of the pstients and the particu-

Tars of their policies? Not usually. Some-

vistical firms don’t even provide
encugh information to show that the

zid up and in force, 2y
suthor of Viatical Serlernents
An Investor’s Guide (Bialkin Books,
1598Y, Even when they do furnish
copies of medical records snd policies,
what does that 11 you? Not much.
cause of this opacity, ssys plann

“An artute investor should throw s viat-
jcal sxlesman cut the door”

Beyond these questons, the vistal.

a ¥slamazoo, Mich,

sull Bving An smorney for Munn] Br.ne-
fts declines to comment.

Tt geu worse. Some viatical ﬂ:ml
use "senjor settlements,” recruiting
oldea folks who are neither terminally
nor even chronically @l to take out life
insurance polices, 10 which unsuspect-
ing investors buy rights.

Trouble is, insurers @n rescind poli=
oes that are  sent to vistieal- land.
is going 1o court to
rescind five pobicies with a total death
benefit of $5 million sold to old people in
Florida a.!]cg:d!y ncnnud by bickers

who el Jatical
In-
veston sand 10-get scaewed i ap;

succeeds in the case, set 10 go 10 trial in
May in Miami's U.S. district court.

Yet another viztical scam, called

“clean sheeting,” involves recruiting

ap insurance policy by claiming 10 be
healthy, The trick is to make sure the
death benefit is simall encugh—ofien
5100.000 or less—that 3 medical exam

isn't required. Of course, buying one of
these visticzted policies is deadly for in-
vestors: Should the underwriter dise
coves the fraud within two years, it will
cancx] the coverage, cven if the insured

for §117 milon. - .
ors 'werg
told owned $117

million of life insurance policies from

the terminally il and proraised s 42%
reruro op a 36-month investment. Bat

ctually purchased |
policies worth only $6.5 million md
roissppropristed the remaining funds®
to suppo Yavish hﬁnyh—-:-

exotic sutomobiles, bosts, helicopters
and vacation home seh-
tenced to 55 years in feder ptison in
January,

Don’t count on government regule-
tors 1o monitor this industry. “No one

can stop viatical frms from thumbi
their noses at regulstors,” u“

rofessor emeritus of insurance st
Indisns University. There are 25 states,
induding Georgia, Wyoming, South Care
clina and Nebraska, with no Beensing re-
quirements for viatical selling: Even real

paticots_odst-and thely polidessemain—people whoaealty are terminaly L but . estatesgentshawkthem,
uninswed. The recruits then ke cut

The Securities & Exchange Com-
mission has tried o get involved by
charging one viatical firm, Life Part~
ners, with sefling vnregistered securf-.
ties. The SEC won in a Washington,
D.C. federal district court, but that rle
ing was overnurned on 2ppeal. Reasons!
These rotien investments are “insur
ance,” overseen by the states; not "secu-
rities,” regulated by the SEC. 4
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