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3035 Countryside Bive, 308, Clearwater, TZ 33761 Phone. 7272788603

Richard O, Schmidt, CFP, CRFC, CLU 3

August 1, 2008 s
Senator Me! Martinez L:‘
356 Russefl Senate Cffice Building e oum
Washington, DC 20510 T
Dear Mel,

Thia lether is in cesponss iy BEC Rule 1514 that would effectively define ai fixad annuities as securilies. nol insyrance
products.

| have been a financial planner for over 30 years; 'm originally from Pitisbumgh, P& and have lived in Florida since 1985,

During my years counseling seniors {age 60+) | have recommenudsd fixed indexed annuilies (FIA's]. See altached exaniple
of $100,000 in DOW, S&P, and NASDAQ in 2000 to 2005 versus a fixed indexed annuity. {which guaraniees principal)

| have many happy, salisfied clients who purchased FIA'S in 2001-2008 and have avoided the severe market down fums.
You know when you are 60+ you can't take the risks you took when you were 30! Preservation of your capital s paramount
and FIA's prowided the necessary guarantoes.

| have summarized my points for you to consider on this issue and have sttached them for your use.

You know these are at fmes 2 points of view in politics = style or substance.

| think FIA's are the substance and shouid remain fixed annuibes. To change them o securities would be a style change
and | believe not in the best inlerest of seniors for their guaraniesd relirement plans which they can count an.

| wouid appreciate your thaughts. Flease keep in mind the SEC has placed a deadiine of September 10, 2008 for ai
comments.

Thank you for stening. e ——
e
Yours very tnlty, e
o i m;«fi_“ e
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Richard C. Schmidt, CL1J, ChFG, CFP
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Please find below some of m ints for vou to consider

Fixed Indexed Anbsivies {F1As) are excelem peoducts thal give consammer guaraniees, fexibility, tx-deferenl
and many other advanmages, While FIAs are not for everyone, sales of these innovative products have soured i
recent years bacause they give consmmers » unigue combination of guaranicsd protection wed opportunity for
bagher securmsufation than raditional fived amitics.

The SEC™s drafi regulation {oule 137A) adds an wnnecessary tayer of securities repulation (o this insurznce
product. Rule 13EA would wuen most FIA producti-—#s well as some ton-indexed Fixed annuities—into
securitios. This will have far-reaching consegences by disrupting the munner w-which these products are sold
today. Thiss, cassing confusion over the differcnves between insurance versim seeuritiog wed providing linke
additzonsl consumer pretection al tremend aus cost o conparies, agesds and Wiirmately clisnts.

Proposed rube 131A &8 ill-conceived, Many securities kwyers lind the SEC propesal to be confissing and
completely unsupported by judicial precedents an what akes an “annuity “excrnpt from secunties lows.
Bevond that, it defies cominos sense that a product which has virtually oo marketrelaced downside visk shonld
be convidered o sewurity in the same manner & mutss] funds or varisbie products which the investor bears Usi:
risk for market losses. Many observers think the SEC™s proposed regulation—if adopted-—is B slippery slopu
tovwards reclossifving many other ansity produdts 83 securitivs. This seems 8t odds with the Congressional
inicr.

FIA products are heavily reguluted by state insurance depariments. Through the WA, state resulatoes have
worked bard over many years (o come up with appropriste suitability and disctosure requirements for FEA
peoducts, Te thie eredit of state nswrance regulaters, this work cominges today and shoald nod be derasded by
thee SECS unitateral metion.

Criticisms of F1As have beery exagyoratizd asd meirke! abises have been largely carreveed. The SEC-—along
with other critics—have focused on sbuscs sn tee marketing of these produces. Needless 10 <y, there ane
abasses i thee msrketing of all finanvial products, Bcluding many that are already regulated by the SEC. The
fact is the FIA imarket Bas grown rapidly because there is a demand for these prodiscts amd generally consumers
have beet pleased with the results, Whils ihere have been some inappropriate sales (a3 with any innovaiive
producd) those concerds liave been largely addressed by new ropolations and the svobuon of FIAs feg Jower
suavendor charges, shorter surender persods), FIA products and the FLA marketplams will continms to svedve to
Mot consurmer needs despite efFforts by efitics 1 palol the dntire indastry with one hrush.

The revent downturn in the stock reorket Bighiights the value of Fias. While milllons of Americans suffered
linancil fvses a5 a resull of a twenty percent plange in e stock market, FIA-holders have not {ost a penny in
retiresnent savings beoause of market wrmod]. FiA-haobders bave peace of i thint market fluzteations do not
adversely affect their acoount valaes,

The SEC propassl bias ot been appeopriataly veited for comrment-—and appeirs to be rushed for adoption.
With virtwally mo forewaraing, the SEC unveiled this proposal on Junz 25 and has allowsd for comments only
until September (0. This means a proposel with profound effocts on the insurance indusiry conid Become frw
within just & couple of months oven though agents and insurers lave had miimat oppetunity t eveluate,
comment and possibly offer aliernative approsches to address sny valid concerns, This sudden action comes
len years afier the SEC firss identified iseies lefi dormant us the FIA market grew and evolved. Fair play
demands that a proposat of this magnitsd not be rughed or adopted hastily,




