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DEAR LIZ

Answer by Liz Dolan

MUCH against my better judgment | was persuaded to invest in life insurance policies through Mutual Benefits
Corporation in 2004. MBC is now under administration by Viatical Services Inc, from whom | have recently
received a further demand for nearly $4,000 ( pounds 2,053) for my share of the annual premium. If | don't pay
in early June, | lose everything invested so far (nearly $40,000), but this could go on for years. Premiums could
increase as people drop out, and | could lose everything else anyway.

| am concerned as to whether MBC actually exists or whether | am being defrauded. My adviser says go ahead
and pay, but he wouldn't invest in it. Your opinion would be valued.

Barry Hill
(by e-mail)

MBC was a Florida-based broker that traded life policies on the American viatical settlement market. Viaticals
are life policies sold at a fraction of their value (typically between 10 and 30 per cent) by people with terminal
conditions to raise cash for medical expenses and help finance their final days.

The concept was invented in the 1980s in response to the growing number of young professionals diagnosed
with Aids who had large life policies and no dependants. Viaticals were sold as low-risk short-term investments
that paid out a guaranteed amount when the insured person died. But, as you have discovered, they can
actually be very risky. They are vulnerable to incorrect diagnosis, increases in life expectancy, due to medical
advances and fraud. You seem to have been a victim of the latter. MBC purposely underestimated life
expectancies to attract investors. Eight of the company's officials pleaded guilty to securities fraud.

You say you were sold the policies by an adviser in the UK with whom you have dealt "generally quite happily"
for 15 years,.

I am intrigued by your introductory statement "much against my better judgment”. Was he particularly pushy?
You also refer to an "agreement that states that VS| was setting up a reserve fund to cover any further
payments, and we would only be called upon as a last resort.” As | understand it, VSI was appointed to oversee
the live policies only after MBC was closed in 2004, the year in which you bought the policies. You say the
adviser now says he wishes he'd never got involved. In fact, advisers were paid handsomely for selling these
things.

You are obviously in an impossible position. If you don't pay the $4,000, you automatically kiss goodbye to
$40,000. If you do, you risk losing $44,000. It's impossible to know what you should do for the best. You could
ask your adviser whether VS| can provide a revised estimate of when your policies might pay out.

You could also try recoup some of your losses by reporting him to the financial ombusdman service (020 7964
1000, financial-ombudsman.org.uk).
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At the very least, I'd find another adviser.
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