BEFORE THE COMMISSIONFR OF COMMERCE AND INSURANCE
FOR TIIE STATE OF TENNESSEE

N THE MATTER OF:

TENNESSEFE SECURITIES DIVISION
Petitioner

DOCKET NO. 12.06-014221.1

Y.

A(I{.‘ELER&TED BENEFITS CORP,,

2157 CENTURY PAY COMMUNICATIONS

SANDRA KATHERINE SANDBERG, AND,

ELIZABETH GERTRUDE CHRISTMAS
Respondents

T T et e et mm g Tt gt

ORDER

TIHIS ORDER IS AN INITIAL ORDCR RENDERED BY AN ADMINISTRATIVFE JUDGE
WITH THE ADMINISTRATIVE FROCEDURES DIVISION.
THE INITIAL ORDER IS NOT A FINAL ORDER BUT SIIALL BECOME A FINAL ORDER
UNLESS:
L. PARTY FILES A WRITTEN APPEAL OR PETITION FOR RECONSIDERATION
WITH THE ADMINISTRATIVE PROCEDURES DIVISION NO LATER TITAN Oectober 10, 2001.
O

2, TIIE AGFNCY FILES A WRITTEN NOTICE OF BREVIEW WITH ‘THE
ADMINISTRATIVE PROCEDURES DIVISION NO LLATER THAN October 1), 2001,

YOU MUST FITE THE APPEAL, PETITION FOR RECONSIDERATION OR NOTICE OF
REEVIEW WIIH THE ADMINISTRATIVE PROCEDURLES DIVISION, THE ADDRISS OF THE
ADMMNISTRATIVE PROCEDURES DIVISION I5:

SLCRCTARY OF STATR
ALRMINISTRATIVE PROCEDURES DIVISION
312 FIGHTH AVERUE NORTII

2™ FLOOR, WILLIAM K. SNODGRASS TOWER
NASHVILLE, TN 37242

IF YOUI HAVE ANY FURTHER QUESTTONS, PLEASE CALL TIHE ADMINIS IRATIVE
PROCEDURES DIVISION, 615/741-7008 OR 741-2078 OR FAX 741-d4472, PLEASE CONSULT
ATPENDIX A AFFIXELD 'TO THE INITIAL ORDER FOR NOTICE OF APPEAL PROCEDURES.



HEFORLE TIHE COMMISSIONER OF COMMERCE AND INSURANCE FOR THE
STATE OF TENNESSEE
TENNESSEE SECURITIES DIVISION.
Petitinner,
Vs, Mo, 12060142217
ACCELERATED.BENEFITS CORP.,
21 CENTURY PAY COMMUNICATIONS,
SANDRA KATIHERINE SANDBERCG, and,
ELIZABETH GERTRUDE CHRISTMAS
Respondents.

e e

NOTICE OF DEFAULT AND INITIAL ORDER

This matter came to be heard on September 24, 2001, belore Thomas G Stovall, an
Admmmstrative Jodge assigred to the Seerstary ol State. Administrative Procedures Division, and
sitting for the Commissioner ol the Tenncssee Department of Commerce and Insurance in Nashville,
Tennessew Kevin O Bartels, 5tait Attorney, Department of Commerce and Insurance, reprosented
the State. Respandenis Accelerated Benefits Corpuoration and 217 Century Pay Communications wore
not present al the heaning, nor did an attornzy appear on their behal!. Respondents Elizabeth G
Christmas and Sandra K., Sandbere appeared at the hearing but were nol represcuted by counsel

By agreement, Respondents Llizabeth G Chiistinas and Sandra K Sandberg agreed to seille
the anove-styled nauter with counsel for the State through the entry ol an Asiced Order, which will
be filed at a later date. Conscquently. the subject of this Order concerns only Respondants

Aceclerared Benefits Corporation and 21 Century Pay Communications.



On Scptember 7", 2001, the State filed 2 Motion for Summary Judgment against the
Respundents Accelerated Benefits Corporation and 21* Century Pay Communications.  As of the date
of the hearing, neither Respondent bad [iled a response to the State’s motion with the undersigned
Judze.

In support of its motion, the Division has shown that as a matter of law, it is entitied te such
judgment in its favor and that there are no cenuing issues of material [act concerning the factua!
allzgations and counts set forth in the Division's Petition as Lo the Respondents. Tegplor v. Nasivelfe
Sanmer Podfisfing Company, 575 S W.2d 476 (Tenn, 1978), cert. denied, 447 LS. 923 (1979). The
pleadings, and the Augost 22, 2001, Order of the undersignad Judge in the maler of Teinessee
Secrriries Divisson vy, Aceelerated Bewefits Corp, ¢t al., No. 12.06-014221], and the entire record
in this matler as a whole, show that there wie na issues of material fact as Lo the 1ssue of whether the
Respondents have violated the Teanessee Secunties Act of 1980, as amended, at Tenn. Code Ann
§ 48-2-101 eral CAct™) and specilically whesher the Respondents have violated Tenn. Code Ann.
2 48-2-104 109 and 121¢a).

[For thesz reasons and pursuart to Rule 56.01 ol the Tenncssee Rules of Civil Procedurs, the
Dhviston's Motion for Suiimary Judopment as to Respondents Acceleraten Benefits Corporation andd
21" Century Pay Communications was argued by counsel for the State and subsequenily GRANTED
by the undersigned Judec.

ORDER OF DICFAULT

Ttis matier was heard upon the Petilioner’s Motion for Default due to a fuwilure of the

Respondents to zppear or Lo ba reprasertad at the hearing un September 247, 2001, after receiving

proper notice thereof. The revord melivates that the Respondents, Accelerated Benelils Carparation

o



and 21" Century Pay Communications were properly served under the provisions of Tenn. Code Ann.

§ 48-2.124(0. Aller consideration of the record, it was determined that the Petitioner’s motion was

proper. The Raspandents Accelerated Benelits Corporation and 21" Century Pay Communications

were held in DEFAULT, and the Petitioner was permitted to proceed with an uncontested case.
INITIAL ORDER

The subject of this hearing was the proposed issuance of 2 Cease and Desist Order for alleged
sales of securities by the Respondents withoul baving first registered said securities, without first
liaving repistered as a broker-dealer or agent of a broker-dealer. and [or fraud in connecrion with the
sale of said securilics.

On September 7" 20C1, the State liled a Mation for Summary Judgment against the
Respandents Accelerated Benefits Corporation and 217 Century Pay Comuunications  As of the date
of this hearing, Accelerated Benelits Corporation and 21" Century Pay Communications had rwl [led
u 1esponse fo the State’s motion with the undersigned Judge. Thercalior, afier the argument of
counsel fn e State in faver of its Motion, the undersigned Judge orally granted the State’s motion
for Summary Judgment at the heziing a3 10 the matters raisad in the Petitiorer’s Petition with resasd
re Respondents Accelerated Benefits Corporation and 21 Centumy Pay Communications

Accordingly, after cansideration of the argument of counsel, the enuy ol the Order pranting
the State’s motion [or Summary Judgment gnd the recoard as 2 whele in this matter, it is the
determination of this Administrative Judge thal the Respondents have violeter several provisions of
the | ennessee Sscurities Act of 1980, as amended., at Tenn. Code Ann § 18-2-101 ¢f ¢/, and have

specilizally violated Tenn. Code Ann. §3 48-2-104, 48-2-109(z), and 44-2-12]



Therefore, in view of the foregoing, it is the determination of this Administraiive Judge that
Respondenis Accclernied Benefits Corporation anc 21" Century Pay Communications are hereby
orderad to cease and desist from all frther violations of the Tennessce Securities Act of 1980
(“Act”), as amended, at Tenn. Code Ann. § 48-2-101 er af

FINDINGS OF FACT

1 The Act assigns the responzibility for administration of the At to the Commissioner,
The Division is the lawful agent thraugh which the Commussionsr ndministers the Act, and is
autharized to bring this action [ur the protection of investors and the public. The Division’s official
residence and place of business 15 in Nashville, Davidson County, I'ennessee 37243,

2 Acceleraled Benefits Carporation (U ADBC”) is a business entity with its principal
place of busingss located at 105 £, Robinson Streat, 2" Floor, Orlande, Flotida 32801, ABC had

never been registered with the Division as a broker-dealer or asent of a broker-daaler.

~
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1* Century Pay Communications (*CPC™) i3 a business entity with its principal place
of husiness located at 3649 W, Beechwood, Suite 103, Fresna, California 93711, CPC has never
bean repistered with the Division as 2 broker-dealer or agent of = broker=dealer

4 Elizabeth “Libby" Gertrude Christmas (“Chrisimas™) is a cilizen and resident of
Tennessee whose home address 1s located al 5209 Kentucky Avenue, Nashville, Tennesses 37209,
Christmas, CRD #1295169, had a Tennessee regisiration as an agent of a broker-dealer which
termntalad on June G, 1990 Chrstmeas was not. ar all times relevant to the evens descibed hoerein,

registered with the Division us o brokes~dealor or agent of a hraker-dzaler



5, Sandra Kalherine Sandberg (“Sandherg™) is a citizen and resident ol Tennessce with
acddiesses locazed at 3912 Park Avenue, Mashville, Tennessee 37209 and 5209 Kentuclky Avenue,
MNashville, Tennessee 37209, Sandberg, CRD# 1557201, had a Tennesses regisbalion 43 an agent
ol a braker-dealer which terminated on September 22, 1985, Sandberg was not, ar all times relevant
o the events deserined herein, registered with the Division,

é, A vistical settlement is a transaction whereby the ownar (commonly referred to as
the "viatar”") of a life insurance policy covering the life of a terminally i1l persou sells the life
insurance pohcy 10 8 thivd pary (comnmionly referred 1o as the "viatical settlement provider”) in
exchange tor  cash payvmenl which s less than the death benehit of the peliey. The eash payment
is typically used to pay for the meadical and living expenses of the insurad.

s Mlany viatical seltloment pravidess cither solicit investars to purchase interests in the
viaticated policies, or sell the vizticated pelicies to another party who solicits mvestors o puichase
interasts in the pelicies

A, lteresls in viabical selllements are investment contracts as defined by Siode v Brever,
Q32 S W.2d |, 11 (Tenn, Crm. App. 1998), and are therelire securibies teguinmy regisbralion undar
the Aot In addition, Tenn: Code Ann § 48-2-102(12) defines a security to include “a life settlement
contracl. 23 defined in § 36-50-102, ar any fractional or pocled interest in a life insurance policy or
life settlement contract, . . Respondents have never registered any secwities relaled Lo viatical
seltlements with this Division.

i In the latter paot oaf 1890, James 1= Melsan ("Nelson™), a citizen and resident of
Tenncssce, and Tis wile were conlacied several times by two (2) “linaneis! planners™ from Nashvills,

Tennesses. The contacts were the result of Nelson sending in a mailer in response to 2 magazine

L



advertiscnant regarding financial planners, The “financial planners,” as they represented themselves,
were Sandberg and Christmas

10 On or about December 18, 1990, Sandberg sold Nelson three (2) premiom annuitizs
(“annuity contracls™) without disclosing to Nelson that the Lerms of the ennuities were unusually
long—i &, benween 80 1 85 vesrs—and therefore an unsuitable investment for Nelson  Additionally,
according to MNelsan, Melson has to date ngver 1eceived the annuity contracts.

11, According o Melson. Sandberg introduced him to Christmas who told Nelson that she
was 4 financial planner who could help Nelsun get his financial affairs in order. 1t was Nelson's
understanding that Christmas would provide Nelson with the ollowing servicas: (1) review the
Nelsons’ financial records; (2) organize the Nelsons' financial records, (3) prepare 2 report
summansing their financial status; and (1) prepare  lnaceial plan for investing their money in the
future. Nelson also understood the arrangemen: with Christmas to include Christmas’ sssistance in
preparing and filing the Nelsons™ federal income tax returns end to provide him with audit protection
il the Internal Reverue Service audited his returns. Shortly therezller. Nelson tock custody of the
Melsons' recerds and tax information - Christmas has not returned the afnesaid records to Nelsan,
despite his repeated atlempis e contscl her by mail and hy telephone,

12. On or about November 12, 1996, Nelson purchased & 12 manth viatical contract
("Viauea! #17) through ABC on behalf of his wife. Nelson funded the purchase of Viatical #)
through an IRA Roellover, with Pensco becoming the custodian of the investment. Nelson investud

i total of forty-seven thousand two hundred nine clollars (547 ,209) 0 Vialics #1



13 On or zbout April 23, 1997, Nclson purchased several ABC viatical contracts with
funds from his existing investments  Nelson funded the purchases through an IRA Rellover, with
Pensco becoming the custodian. Nelson invested ten thousand dollars ($10.000) in a thirty (30)
month conlract _{“‘Jiatir:.al 727, ten thousand dollars (10,0007 in a twenty-four (24) month contract:
(“Viatical #3™), twenly-four thousand dollars (524 000) in an eiglieen (18) month contract (" Viatical
#47), and ten thousand dollues (510.000) in a twenty-four (24) month coniract (*Viatical #3). The
total amount of Nelson's investments willl ABC made through Christmas totaled vne hundred
thousand 1wo hundred ninc dollars (3101,209). To date, Nelson has only reccived one payment of
fourteen Lhousand one hundred seventy-nine dollars and sisly-mne cents from his investments with
ABC  Melson has repeatedly inquired aboul 1eceiving returns on his investments and has sought the
retunn of his principal from ABC with no success.

14 On or about Decewber 18, 1997, Nelson purchased twe (2} Madified Units of 217
Century Pay Communicazions ("CPC™) from Chiistimas at seventy-five hundrad dollars (57,500) each
for a total of fifteen thousand dollars (315.000). The Modified Urits from CPC were “modilied” pay
phanes, which an unsignad memo from Chiistmas states are “to provide a S-year [sic] stream of
menme with principal back at end [sic] of period™ and which Christmas further stares will provide
incoma “with tax benefits and. | tax credits available.” The date Christiras indicaled on the memo
s 12220977 To date, Nelsun has ceceived neither the promiised return lram his investment uer the
return of his principal from CPC.

15 According 1o u memao signed by Christmas thal is addressad 1o Larry Hawkins

(“Hawkins”). a relztive of Nelson's who sitempted ro assist Nelson in oblzinng infarmation from

Christmas, Melson invested ten thousand dollass ($10,000) in The Peaple’s Network (TP, which

=1



purported to be a business that Christmas would start, over a six month petiod. TPN "never got off
the ground,” according to Christmas and, to date, Nelson has not received the return of his principal
from Christmas,

16 Christmas and Sandbery, as former agents, understood that the sales ol the lang-term-
armuities, the vintical settlemaents, and the (elephane lzasebuck contracts were high risk investments
and were thereture unsuitabie for elderly persons of limited means, such 2s the Nelsons, Furthermore,
Christinas tziled to disclosc the nature and 1isk of the above-mentionad investments to the Nelsons
and knew thal the faillure to do so constihired a malenial omission which was necessary w order 1o
make her statements to Nelson regarding the mvestments in ABC and CPC not misleading

17.  ABC wes the subject of & Tinal Ovder. darad Tebruary 5, 2001 (“Tinal Order™), issued
by the Treasurer of the State ol Florida acting in his capacity as Inswance Commissioner. that
revoked ABC's license and its eligibiliny (n licensure as a viatical sertlament provider for multipls
violations ol the Fiorida Insurance Code, FL Staz, £8 626.9912(1){b) and 626 259(6).

1§ ABC was found, in the Final Order, to have viclated pravisions of the Florida
Insurance Code for effeciuating viatical settlement sarcements in the presence of clroumstances
whereby ABC knaw, or the excicise of reasonzble dilivence should have known. that the
underlying insurance policies had been procured through [raud, dishanesty, or misrepresantations
made by the vialor Lo the insurance company issuing the policy and that ABC entered into a
sourse of conduct intentienally designed te conceal that [raud, dishonssty, or misreprasentation

from the insurance carriers and the Floridu Department of Insurance,



12, Furthermare, ABC was the subject of a March (3, 2001, Findings ol Fact,
Canclusions of Law and QOrder by the Distriet Courl of Oklzhoma County, Oklehoma, finding
ABC to be in violation of the Oklahoma Securitiss Act and granting the Oklahoma Department ol
Securities (COK Division™) judement on its Pelition thal it had liled against ABC

CONCLUSIONS OF LAW

I Pursuant o Tenn Code Ann. § 48-2-1160, the Commissioner may make, promulgate,
smend and rescimd such orders as are necessary to carry out the provisions of the Act provided thal
such order is in the public interest, necessary for the protection of investars and consistent with the
purposes fairly intended by the policy and provision of the Act. Cease and Desist Orders have besn
held to he proper ordars issued under this part  See Foleons Fioonciol Services, Tnoo
Aduefleyirofds, 807 5 W 24 708 (Tenn App. [990).

2 Tenn. Code Ann & 48 2104 provides that it is unlawful for any person to offer and/or
scll any seourity in this state unless il is rewstercd vneler this parl, the secunty tansaclion is exempied
under Tenn. § 48-2-103, or the sevurity is a covered security,

3. Tenn. Code Ann. 5 48-2-109 provides, in pertingnt part, that 1 s uelawtul for any
pperson to transact business in this state as & broker-dealsr or zuent unless sush person is registersd
as a broker-dealer ar asncint under thes part,

4. Tenn. Code Ann, §48 2 |121(a) stetes, in pertinent part, that it 15 unlawful tor any
person. in connection with the offer, sale or purchase of any securily m Uis state, directly o
indirectly, to employ any device. sclieme, or artifice to defraud, make eay untrue statement of a
materal fact ar omil L slale a material fact necassary in order to make the statements made, in Lgin

of the circumstances undes which ey are made, not misleading, or engaze in any act, practice or



course of business which operates or would operate as 2 fraud or deceit upon any person.

8 The State has met its burden of proof by a preponderance of the evidence that the
Respondents Accelerated Benefits Corporation and 217 Century Pay Communications conducted
sales ol secuntics withour first having rezistered 25 a broker-dealer or agent ol’a roker-dealer with.
Lthe Division,

3] The State has met its burden of proof by a preponderance ol the evidence Lhal the
Respondents Acceleratzd Bensfits Corporation and 217 Century Pay Communizations sold securities
in this Stare without having first registered said securitics with the Division

7 The State has mar fts burdon ol prool by a preponderance of the evidence that
Respondents Accelerated Benefits Corporation and 2 1™ Certury Pay Cammurications emplayed an
artifice to defraud Nelson in connaction with the sale ol the unregistered securiries.

I is therefore ORDERED that Respondamts Acecicrated Benelits Corporation and 217
Century Pay Communications shall hereby cense and desist (tom any further violation(s) of the Act.

[t is further ORDERED that Respondents Accelerated Benefits Corparation ang 217
Century Pay Communications shall not make any offer or sales of scouitios i 1lds Slate without first
biaving lawtlly registered with the Division as a broker-dealer or agent thereof and without having

trst lawlully registered saic secunitics,

P
This Tnitial Ovder entered and effective this ¢ gb day of Q,?QE( :&4’ L2001,
how Ot
Lm By A

Thomas . Stovall
Adnumistrative Judge




SUBMITTED FOR ENTRY:

Kevin C. H1r1el<. PR # 020 I8)

Staff Attorney

Department ol Commnerce and Insurance

William R Snodgrass Tower, T'wenty-Fifth Floor
312 Cighth Avenue, North

Nashwille, Tennessee 37243-0569

G15 741 2199

Filed in the Adminisirative Procedures Division, this 915 dav of Qﬁﬁmb@{

2001.

%—‘(@Cdﬁfﬂﬂﬂ

Charles C Sullivan, 11, Director 1 E42
Administeative Procedires [ivision




CERTIFICATE OF SERVICE

The undersigned herchy certifies that a true and correct copy of this document has been
sarved wpon all parties, by delivering the same to them, ar to their counsel, at theis address of recond,
or by placing a true and correct copy of same in the United States mail. postage prepaid.

ehi
fﬂl.---'l
This  XC  dayof _jkg@_,, ey 2001

1 iafm @%‘(

AdministrativeProvedur i;g Divisiun
Odtice of the Secretary of Staie




APPENDIX A TO INTTIAL ORDER
NOTICE OF APPEAL. PROCEDURES

Review of Inicinl Order

This Initial Order shall become 2 Final Order (reviewahle as set forth below) Ellcen (15) days after the
enrry date of this Inilial Order, unless cither or both of the follawing actions are taken:

(1) Either parly files a petition for appea! to the agency or the agsacy on ils own motion gives written
notize of its intenzion to review the Initial Order, within fifteen (15) days zfrer the entry date of the Initial Order.
I[ either of these actions occur. theze is no Tinal Orcer uniil review by the agency ané entry of a new Tinal Order
or adoption and entry of the Initial Order, in whole or in part, as the Final Order. A perition for appezl to the
zgency musl be filed” wlrhsn the proper time period with the Administrative Provedures Division of the Office of
the Secretary ol State, 8 Floor, William R. Sn ndgrass Tower, 312 Cighth Averue N, Nashville, Tennesses,
37243, (Telephone No. (615) 741-7008). Sce Tennessee Cods Annotated, Szction {I' C.A, §) 4-5.313, on
revicw of initial orders by the agency,

(2) A party files 2 petition for reconsiderstion ol this Initial Order, (stating the specific reasons why the
Initial Order was in error) within fifteen (15) days after the entry dale of the lnitial Order, This petition must be
filad with the Administrative Procedures Division at the above address. A petition for reconsideration is
deemed denied il no action is taken within twenty (20) days of filing. A new lillcen (15) day period for the
filing of an nppcal 1o the agency (as sel lorll in paragraph (1) above) stzrts to run from the entry datc of an order
disposing of & petition for reconsideration, or [rom the twenticth: day aftzr filing of the petition, il ne order is
issued. 5¢\.-1 C.A. §4-5-317 on petitions for recorsiderasion.

A party may petition the agency for a stay of the Inilial Order within ssven (7) days after the eniry date o
the order. Sea'I.C.A. §4-5-516.

Review of Final Order

Within ten (10) days after the Initial Order becomes « Final Order, or within ten (10) €ays allus the entry
date of 2 Tinal Order by the ageney, & party may petition the agency for reconsiduation of the Final Order, 1l na

zotion i taken within twenty (20) Javs of filing of the petition, it is deemed denied, Sce T.CAL §4-2 317 on
peliticns for reconsideration.

A party may petilion the ageney for a stay of the Firal Order within seven (7) days after the entry daiv of
the order, See 1.C.A. §4-32-316.

A parson who is aggisved by 2 final decision in a contested cns= may seek judicial review of the Fingl
Order by liing & potition for review in 2 Chancery Count having jurisciction (genenally, Ds svidson Coumy
Chancery Court) within sixty (68) days afier the entry date of a Final Order or, il'a petiiion for reconsideration 15
pranted, within sixty (60) days of the enlry date ol (he Finzl Order hsjnsm;&, of the p:.ntmu {Howswver, the
il inz of a petition for reconsideration does not itself act lo cxlend the sixry day penod, if the pmtlnn is Dot
granted,) A Teviewing court also may order a stay of the Final Order upon appiopriate temms. See T.CA. §4-
5-322 undl §4-3-317.






