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We are on the Web!

| welcome any comments
or suggestions you may

have. Please call or e-mail the insurance company in California. The

me
at your convenience.

If you do not wish to
receive my newsletter,
please let me know by e-
mail or telephone and |
shall remove your name
from our mailing list
promptly.

Chuck Donovan

You receive a flier in the mail inviting you to a free seminar on protecting
your financial assets. Also the flier promises a free lunch for going to the
seminar. Because you are interested in safe
investment strategies and tips on how not to outlive
your savings, you attend the seminar.

At the lunch you listen to investment people
advising you how to invest wisely during your
retirement. Then forms are passed around and you
are asked to list all your assets and financial
holdings. You fill one out and hand it in.

A few days later you meet with a person from
the seminar who entices you to put your money into a specific investment he
feels is best for him, an annuity.
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This is exactly what happened to a Long Island couple earlier this year. They
were talked into an annuity with American Equity Investment Life Insurance Company It

was an investment that had high fees,
locked up their money for seventeen years,
and had severe penalties if it was cashed
in before the end of the seventeen years.

Fortunately the couple was able to
exercise the ten day free look provision
in the policy and canceled the purchase. In
addition to the disadvantages of the annuity
they had heard of lawsuits going on against

California attorney general considers
the insurance company’s actions an investment abuse.
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Fliers announcing a seminar with a free lunch appear in our mail boxes all
the time. Meetings like the one attended by the Long Island couple are held thousands
of times a year in restaurants, American Legion halls and senior centers throughout the
country.

State and Federal Securities regulators consider them a growing problem,
because the fliers describe the seminar as a way for seniors to receive free advice on
estate planning, asset protection and tax reduction. Whereas, in reality the seminar is
nothing more than a presentation by a salesman, who is attempting to encourage
seniors to liquidate stocks, bonds and 401k's and buy an annuity.
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Affordable Business
Services offers accounting,
income tax, and consulting
services to individuals and
businesses.

Annuity sales are very lucrative.
Commissions are 12 to 15 percent of the money
invested, far higher than the commissions on
stocks and other investments.

The growing senior population is the
main focus of annuity sales agents. For the
past five years a Senior Market Expo has been
held. Selling annuities to seniors is the main

Thefull service
accounting firm offers
also innovative business
solutions to small to
medium size companies
through specializing in the
training, and consulting in
the use of QuickBooks
business management
software.
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focus of the Expo’s presentations.

The web site for the recent San Diego Expo stated an attendee would learn all the
latest trends in senior market selling and get powerful strategies and ideas needed to
boost sales of annuities to this market. It claims the sales-oriented event focuses on
giving the attendee sales and marketing skills to earn more money selling to
seniors.
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The State and Federal Securities regulators say they are receiving more and
more complaints about aggressive sales practices of insurance companies who
design the annuities and sales people who sell them. Under the pretext of estate
planning, seniors are being pushed into annuities having high commissions and
requiring them to hold the annuities for as long as fifteen or more years. If they do not,
they pay huge penalties to get out of them.

The firm’s principal
Chuck Donovan MBA
brings over 25 years of
financial expertise to the

business having worked as Countless criminal and civil lawsuits have been filed.
a senior financial executive In California lawsuits were filed against a group of insurance
companies and sales people alleging the insurance companies
and sales people tricked seniors into using their retirement
investments to buy annuities. These lawsuits indicate that the
companies employed up to 300 sales agents and 80
telemarketers to sell annuities worth hundreds of millions of
dollars.

WHERE THERE'S
LIFE, THERE'S

LAWSBITS

with firms ranging in size
from $20 million to $3
billion in sales.

NOT ALTOGETHER
SERIOUS RUMINATIONS

Financial information is

more than a series of The National Association of Securities Dealers has
numbers. The firm focuses proposed new rules for the selling of annuities to seniors
on explaining and teaching t0 the Securities and Exchange Commission. N.A.S.D. _ _
considers annuity advertising the worst they have seen and views it as being “very
promotional, talking about growth without any risk, all the kinds of push-button
expressions that really resonate with seniors."

the business owner to use
the data to make more
money and improve the

Sueiese, Both the regulators and N.A.S.D. do not like the practices and want every

senior to be aware and wary of them.
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A QuickBooks
Professional Advisor and
experienced problem

You need good sound financial advice and want to find a skilled, trustworthy

solver,Chuck is a
graduate of Dartmouth
College andreceived his
MBA from American
International College.

adviser. But where to get that advice and how to pay for it is a tough decision. Itis
not something that you can rush into.

You will be entrusting your financial affairs
and future financial health to the person. You
want to hire someone with whom you can
develop a personal working relationship. He
needs to be a person who has integrity, ethical
behavior, and high professional standards and
will put your needs and interests first.

When hiring a financial advisor, you must
know exactly what services you require, what



services the advisor can provide, and what limitations there may be on the services he
provides. How you pay for these services is a critical consideration as you make
the hiring decision.
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Government regulators say too many investors start relationships with
financial advisors, pay their fees, and get very little back in return. Even worse,
they claim, is advisors will not tell the investors whether the services and products the
investors are paying for are right ones for them.

There are a number of ways to pay for the services and considerable debate within
the profession and the media about which is the best way. The Financial Planning
Association feels very strongly that this is a key issue when hiring a financial advisor.

Therefore, it is important to know how a financial advisor is paid and hire the
adviser whose payment arrangement also suits your needs best.
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There are five commonly accepted ways by which a financial advisor is paid. They
are:
Fee-Only: He is compensated completely from couﬁn IT “PI
fees for consultation, plan development, or -
investment management. They may be charged on G

an hourly or project basis, or as a percent of assets
being managed.

Commission-Only: He receives a commission
from the sale of the financial products you ¢
purchase to put his recommendations into action. =

Combination of Fee and Commission: He
charges an hourly, project, or percentage fee for
consultation and advice and receives a commission
from the sale of the financial products you
purchase to put his recommendations into action.

Fee-Offset: He receives a commission from the
sale of financial products that are offset against the fees charged for
consultation, plan development, or investment management.

Salary: He is a salaried employee of a financial services firm and receives a
bonus based on performance.
Some advisors may be paid in more than one way.
The right method depends on the type and amount of financial advice you
need. If you have some investment knowledge and know the areas you require help in,
a commission-only or fee-only method may be the best for you. However, if you need

constant advice about your investments and goals, a fee-only or a combination of fee
and commission method may be the right one for you.
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The advice you may receive in Fee-Only accounts is not of the same caliber.

You may get unlimited trades and be able to consult with the advisor at no charge,
when the Fee-Only way is based on investment management.



However, the advice may be limited to the
specific transaction and not be very objective. It
can also encourage the advisor to keep as much
money as possible invested, even when you may
need some of it to pay your bills.

If your investments are in a brokerage
account, the advice is considered “solely
incidental” under securities laws. The advisor
needs only to make suitable recommendations,
but does not have to act in your best interest. Therefore, he could put you into a mutual
fund that pays him very well but does not meet your tolerance and investment needs.

If your investments are in an advisory account, the advisor is held to a higher
standard. He must act in your best interest as he moves assets into different funds at
his discretion. Fees on an advisory account are generally a little higher than those on a
brokerage account.

When the Fee-Only way is based on an hourly basis, it is a good, flexible method if
you want limited advice.

However, the hourly fees ranging from $150.00 to $250.00 or more could
encourage the advisor to do unnecessary work to run up the fees.
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If you make only a few transactions, paying Commissions-Only will save you
money over the other arrangements. It is affordable for modest-income people.

However, it could create a conflict of interest because the
advisor may have an incentive to recommend high commission
investments that are in his, not your, best interest. It may also
encourage a rapid turnover of investments, a procedure called
“churning.”

A small percentage of the advisors work for banks and
other financial institutions and are on a Salary. He receives no
commission from the sale of investments.

However, his salary is paid from his sales and the
institution’s services sold to the general public. The quality of his
investment advice may be impacted by the limited number of
investments available through the institution.




