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Panel awards retirees millions
Money was placed in risky investments
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Thirty-two retirees from the ExxonMobil refinery and
chemical plant in north Baton Rouge have been awarded $22 Advertisements
million by an arbitration panel, part of a ruling from
allegations that a local financial planner had put their money
in risky investnents.

The financial planner, David McFadden of Securities
America, said he disagrees with and is disappointed by the
ruling. He said he plans to ask the arbitration panel to vacate
the award, which would kick it to federal court.

The decision was made by a three-member panel of the
National Association of Securities Dealers.

Its $3.5 million in punitive damages is one of the largest ever
levied against a Wall Street firm, said Jim Swanson, one of
the attorney’s representing the retirees.

Swanson said the plaintiffs had claimed that McFadden would invite people to free dinner seminars
about how to get ready for retirement, at which he would pitch one-on-one meetings to discuss
individual portfolios.

When he had these meetings, Swanson said, McFadden told the retirees, who were then still employed,
that they were ready to retire and that he could invest their retirement earnings in a way that would meet
their financial needs.

But Swanson alleges McFadden steered the money into annuities and Class B share mutual funds, which
he said are not appropriate for retirement income. Swanson said annuities are usually for tax-deferral
purposes, and made no sense as an investment for the retirees because their money was tax deferred.

Annuities do, however, pay a large commission, he said.
“Annuities are the highest commission praduct you can sell.” Swanson said. “You get 6 percent on
them.”

Swanson and fellow attorney Joseph Peiffer pointed to a 1989 Forbes Magazine cover story called
“Don’t be a sucker: Variable annuities are a lousy investment.”

“These products have been pretty controversial for some time,” Swanson said.

As for the Class B share mutual funds, Swanson said they carry higher annual fees in exchange for no
up-front sales charges, and are for people who would not buy very many shares.
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