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Def endant s.

CLASS ACTION COWVPLAI NT

Plaintiffs bring this action in their individual
capacities and On behalf of the class of persons defined below,
and for their conplaint allege, pursuant to their investigation
and upon knowledge as to themselves and their own acts and
ot herwi se upon information and belief, as follows:

I NTRODUCTI ON  AND OVERVI EW

1. This action seeks to recover damages suffered as

the result of fraudul ent sales practices enployed in the sale of

life insurance policies issued by IDS Life Insurance Conmpany

("1DS").



2. IDS is wholly owned by Anerican Express Financi al

Cor poration (" AEFC") (formerly known as "IDS Financial

Cor por ation") . AEFC "financial advi sors" are trained and

encour aged to contact current IDS cash value Ilife insurance

pol i cyhol ders. Under the guise of reviewing the policyholder's
financi al si tuation, the "financial advisor" also encourages the

policyholder to replace his or her current IDS cash value life
insurance policy with a new cash value IDS life insurance policy.
3. These “"financial advisors" are little nore than

sales people who have received training from IDS and AEFC in the

sale of the defendants’ products and services. In the course of
their training, these agents of the defendants were trained to
review the insurance coverage of current |IDS policyholders to

determine the cash values the policyhol ders may have accunul ated
in their policies. Wien an agent found a policy which had
accunul at ed cash value, the agent would contact the current

pol i cyhol der to perform a "financial review'. During the course
of this financial review, the agent would convince the

pol i cyhol der that his or her current |life insurance could be
replaced by a new policy that offered nore benefits. Frequently,
pol i cyhol ders were told that they could roll-over the cash value

from the current policy into the new policy so that they could



obtain this "new and inproved" coverage with little or no

increase in premum paynents.

4, This practice is called "churning." Chur ni ng
refers to the practice of persuading existing policyholders to
replace or borrow against their existing policies in order to
purchase new policies, without informing the policyholders t hat
by doing so they would |ose substantial cash values, pay new and
signi ficant conmi ssion charges, and, in many instances, that the
new policies wuld be financed wth ~nauthorized | oans taken

against the cash values in their existing policies.

5. As part of the churning scheme, |IDS and AEFC
encouraged and trained its agents to replace the insurance
policies of existing |IDS policyholders whose policies had cash
value with new high comission policies. IDS provided to its
agents information and reports on existing policyholders whose
policies had cash value which could be used to purchase new
policies underwitten by |1DS. The forms created and distributed

by I1DS and AEFC were designed so that policyholders could be

churned wth a minimal amunt of effort by their agents. Unl i ke
some insurance conmpanies that require an agent to fill out a
[ engthy questionnaire concerning the policy replacenent, and/ or

di scuss the negative consequences of replacing existing policies



with the policyhol ders, IDS and AEFC encouraged their agents to
prospect for sales among current IDS policyhol ders, and made the
admnistrative process of policy replacenent as sinple as
checking off a single box on a sinple form

6. IDS and AEFC encouraged their sales agents to
engage in these acts with the paYment of hefty conm ssions.
Comm ssions on newy issued policies are much larger than
comm ssions from existing annual prem um paYnents. I DS and AEFC
al so benefitted from this pra~tice in that they were able to gain
greater premum incone from sales of new policies as well as
collect large surrender charges and other fees the policyhol der
was assessed when churning occurred.

7. Plaintiffs and the class that they seek to
repr esent were victine of the inproper activities engaged in by
IDS and AEFC Plaintiffs were subject to a financial pl anni ng
session in which they were convinced that it was in their best
interests to replace their existing IDS insurance policy wth a
new and inproved version that would offer greater benefits.
Plaintiffs were not told of the conm ssions, fees and charges
that would strip nore than 50% of the cash value from their
current policy. Nor were plaintiffs informed that it was not in
their best interest, but was in defendants' i nterest, to replace

4



their existing IDS policy with a new IDS policy.

JURI SDI CTION  AND VENUE

8. This Court has jurisdiction over the causes of
action asserted herein and over the parties to this action.
Plaintiffs assert claims wunder the common |aw, the consumner
protection statutes of Mnnesota and the other relevant states,
and other relevant statutes. Def endants are headquartered in
this state. Many of the forms, sales materials and training
materials utilized and. enployed by defendants’ agents in the
wr ongf ul repl acenent of DSDS insurance policies were developed and
di stributed from these offices. Plaintiffs have voluntarily
consented to the jurisdictlon of this Court.

9. Under Mnn. Stat. § 542.09 venue in Hennepin
County is proper in that defendant IDS maintains its
adm ni strative office and does business wthin Hennepin County.

PARTI ES

10. Plaintiffs Lesa Benacquisto and Daniel Benacquisto
are citizens and residents of the state of Pennsylvania. As
furthered described below, during the Cass Period the
Benacqui st os were fraudulently i nduced and deceived into

replacing their current IDS cash value |Ilife insurance policy wth



another |IDS cash value life insurance policy and were harnmed
t her eby.

11. Def endant  AEFC Fi nanci al Cor poration is a mgjor
financial planning organization which uses "Financial Advisors"”
to market and sell the products and services of its wholly owned
subsi di ari es, including IDS. AEFC nmaintains its corporate
headquarters in M nneapolis, M nnesot a.

12. Defendant IDS is a stock life insurance conpany

whi ch mai nt ai ns its administrative headquarters at IDS Tower 10

in M nneapolis, M nnesot a. IDS is licensed to sell its policies
in 49 states and the District of Colunbia. A wholly owned

subsi di ary, IDS Life Insurance Conpany of New York, provides
insurance products in New York State. IDS is a wholly owned

subsidiary of AEFC The primary purpose and role of IDS is to
provide insurance contracts to the financial planning client base
of AEFC.
CLASS ACTION ALLEGATI ONS
13. Plaintiffs bring this action on behalf of

t hensel ves and on behalf of a class of all persons or entities

who replaced their current |IDS cash value |Ilife insurance policies
with new cash value life insurance policies from and after
January |, 1985 (the "Class" and "Class Period", respectively).



14. Menbership in the class is so nunerous as to nake
it inpractical to bring all class nmenbers before the Court. The
exact number of class nenbers s unknown, but can be determ ned
from the records nmintained by |DS. Plaintiffs believe that
there are thousands of persons in the class.

15. The naned plaintiffs are nmenbers of the class of
victinms described herein. That is, they were contacted by an
agent of the defendants posing s-aa "financial advi sor"; t hey
were subjected to a fraudul ent churning sales presentation; and
they replaced their existing |IDS cash value life insurance policy
with a new IDS cash value life insurance policy.

16. There are nunerous and substantial questions  of
law and fact common to all of the menbers of the class which
pr edom nat e over any individual i ssues. Included within the
common questions of law and fact are:

a. Whether IDS and AEFC, through their
nati onwide sales force, routinely churned
existing |IDS cash value |life insurance
pol i cyhol ders into new IDS cash value life
i nsurance policies;

b. Wiether IDS and AEFC, through their
nationwide sales force, routinely
m srepresent ed or failed to disclose to
plaintiffs and menbers of the Cass material
information such as the nature and extent of



the conmm ssions that would be earned by the
agents in the sale of the life insurance
pol i ci esi

Wiether IDS and AEFCr through their agentsr
routinely failed to disclose the substantial
loss in benefits that results when

pol i cyhol ders are churnedr including that the
pol i cyhol der my be subject to new
contestability clauses that void his or her

i nsurance cover agei

Wiether IDS and AEFC devel opedr encour aged
and, by, through and wth their agentsr
engaged in a schenme designed to sell new
policies to existing policyholders t hr ough
false and nisleading statenents and

f raudul ent conceal ment of naterial fact si

Wiether IDS and AEFC systematically provi ded
their agents wth information concerning the
cash value accunulations in current IDS life
i n~ULctncc policles and encouraged~their

agents to strip the cash value from those
policies by selling additional or replacenent
insurance to those policyholders who had
accumul ated cash val uei

Wiether IDS and AEFC failed to supervise and
train their agents who engaged in the schenes
described herein and to prevent their agents
from violating state insurance and consumner
protection laws and regul ationsi

Wiether IDS and AEFC failed to nmintain
adequate internal controls to detect

suspicious levels of replacenent activity and
prevent the inproper replacenment activity

whi ch systematically occurred at |DSi

whether IDS and AEFC breached their fiduciary
duties to plaintiffs and the nenbers of the
Class during the Cdass periodi



i . Wiether IDS and AEFC, through their
nati onwide sales force, msrepresented and
failed to disclose to plaintiffs and menbers
of the Cdass material i nformation concer ni ng
the benefits from and suitability and i mpact
of, using some or all of an existing policy's
cash value to purchase a new policy by neans
of a surrender or wthdrawal/parti al
surrender of, or loan from the existing

policy;

j Wiether the plaintiffs and nenbers of the
Class have sustained damages and the proper
nmeasure of damages; and

k. VWether the plaintiffs and nembers of the
Class are entitled to an award of punitive
damages agai nst defendants.

17. The clains of the plaintiffs are typical of the
claims of the dass and plaintiffs have no interests adverse to
the interests of other nenbers of the d ass.

18. Plaintiffs wll fairly and adequately protect the
interests of the Cass and have retained counsel experienced and
conpet ent in the prosecution of conplex <class actions including
conpl ex questions that arise in policyholder [itigation.

19. A class action is superior to other available
nmethods for the fair and efficient adjudication of this

controversy. Absent a class action, the class nmenbers wll

continue to suffer damage and defendants' violations of law wll



proceed w thout remedy while defendants retain the proceeds of
their ill-gotten gains.
20. Most i ndi vi dual menbers of the Cdass have little

ability to prosecute an individual action, due to the conplexity

of the issues involved in this litigation and the enormty of the
def endant s’ wr ongdoi ng. Mor eover , IDS and AEFC expressly

targeted individuals of mddle incone as sales targets. These

i ndi vi dual s sinmply do not have the financial wherewithal to

challenge the financial Goliath that the defendants conprise.

21. This action wll cause an orderly and expeditious
adm ni stration of class clains, economes of time, effort and
expense will be fostered, and unifornrty of aecisions wll be

ensur ed.

22. This action should present no difficulty that
would inpede its managenent by the court as a class action and is
the best available neans by which plaintiffs and nenbers of the
Class can seek redress for the harm caused to them by defendants.

THE DEFENDANTS | MPROPER CHURNING OF THEIR PALI CYHOLDERS

23. This case arises out of a "churning" sales schene
conducted by IDS and AEFC through its nationwide sales force of
over 8,000 "financial advi sors. " Churning is illegal and is
prohi bited in every state by statute or comon |aw
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24. Since at least 1985, |IDS and AEFC have engaged in
i nproper  "churning" activities. The term "churning" is commonly

used in the life insurance industry to describe the inproper

repl acenent of cash value life insurance policies wth new cash
value 1life insurance policies. The repl acenent is alnost never
in the insured's interest as the insured |oses substantial cash

value from the current policy as a result of surrender fees,

adm ni strative charges and sales conm ssions. Mor eover, the
insured is subject to new contestability, suicide and exclusion
cl auses. The insured nmay also be churned into a policy that pays

a lower dividend or interest rate, and/or charges a higher
insurance cost or policy loan rate. The repl acenment is always
benefi ci al for the insurance conpany and its sales agent. The
agent typically receives a large commission on the first vyear
prem um and the insurance conpany collects fees and other
admi ni strative charges while placing a policy that is cheaper for
the insurance conpany to provide.

25. In the early 1980s, IDS was failing conpetitively
and financially. In 1984, Anerican Express Conpany acquired
def endant IDS and defendant AEFC (then known as |DS Financial
Cor porati on) and nmade them part of its diversified financi al
services enpire. As part of the drive to make |DS profitable,

11



IDS and AEFC began cross-selling products and services. Rat her
than refer to its sales people as such, or even as agents, |IDS
and AEFC euphenistically refer to them as "financial advi sors. "
The defendants actively tried to hire as "financial advi sors"

i ndi vi dual s with a background in social services, i ncl udi ng
social workers, mnisters and teachers. Def endants  purposeful Iy
sought out such individuals because they are experienced at
creating an atnosphere of trust. Thus, policyhol ders, when
approached by one of defendants’ financi al advi sors, are led to

believe that the planper has the policyholder's best interests at

heart, and that the "financial advisor" is acting in a fiduciary
capacity. The policyhol de~ may be further d~ceiv~d that the
"financi al advi sor" is independent and unbi ased because sone

pol i cyhol ders were charged a fee for the "advice" they received.
In fact, the "financial advisors" are little nore than sales
agents who have been trained by the defendants to sell as nmnuch
product by any neans possible, including churning existing

pol i cyhol ders into new policies.

26. The sales agents are connected via laptop conputer

into the defendants' records and can obtain data for every
pol i cyhol der, including the anount of cash that has accunul ated
in the policyholder's current |IDS cash value |life insurance

12



policy. This conputer link also allows the agents to prepare a
sales and marketing tool developed by defendants <called a
"Personal i zed Fi nanci al Proposal" which could contain a policy
illustration of the new IDS cash value |life insurance policy

which made it appear that the new policy was. nore attractive than

the current policy.

27. IDS pronmoted the churning scheme by furnishing to
their agents information |In policyholders, including information
as to the amunt of cash value available in existing policies,

and by devel opi ng and distributing the software and naterials
necessary to execute the schene. The IDS IIfinancial advi sorsl |
t hr oughout the country practiced the churning scheme through the

use of that information.

28. Using the information supplied by defendant, t he

"financi al advisorsll would identify those |1DS policyholders who
had accunul at ed subst anti al cash values in their existing

pol i ci es. Under the guise of reviewing the policyholderls

overal | financi al wel | - bei ng, the sales agents would call upon

those customers and reconmmend that those custoners replace their
existing IDS pol~cy wth a new insurance policy from IDS that

would provide an additional death benefit or provided sone other
addi ti onal benefit. If the policyhol der did not wish to replace

13



his or her existing policy, the "financial planner" would

encourage the policyhol der to purchase a new supplenental

i nsurance policy. Typi cal ly, the policyhol ders were told that
they could obtain these additional benefits at little or no
addi ti onal cost . The policyhol ders were not told that the cash

value would be stripped from their existing policies, either
through surrender or through policy loans, to obtain the new
policy and that they would be charged substantial rel at ed
conmi ssi ons and fees.

29. Because many of the IDS policyhol ders bel i eved
that the "financial advi sors” were actually financial pl anners,

[.e. i ndependent consultants acting on the insured's behalf,-and

because the "financial advi sors" were trained to create an

at nosphere of trust and confidence, many of the current IDS
pol i cyhol ders believed that it would be beneficial to them to
replace their current IDS cash value life insurance policies wth
new |DS cash value life insurance policies.

30. IDS had a practice and policy of closely

nmoni t ori ng the relationships between its agents, the "financial
advi sors", and the clients. Thus, IDS knew and wllfully t ur ned

a blind eye to, or was reckless in not knowing of, the systematic

14



churning of current policyholders that was occurring throughout
the country.

31. The dissem nation of false information and
om ssion of material information by IDS and AEFC through their
agents was a substanti al factor in executing the churning schene.
IDS and AEFC failed to disclose to plaintiffs and nenbers of the

d ass, inter alia, that:

a. It was not in a policyholder's best interest
to surrender or borrow against an existing
policy to purchase a new policy, even if the
new policy has a higher face anmount of death
benefit;

b. The cash value in their existing policies
would be depleted or |oaned against without
their know-euge or permsslion to pay
comm Ssi ons, adm ni strative fees, and other,
undi scl osed char ges;

C. When loans were used to finance the
addi ti onal policy, the death benefit could be
reduced or elimnated in the existing

policies as a result of loans secured by the
cash value in such existing policies;

d. When loans were used to finance the
addi ti onal policy, that when the cash value
in the existing policies was depleted, t he

pol i cyhol der would owe premiunms on the new
policy, premuns on the existing policy and
interest on the cash value loan on the
existing policy;

e. The anount of commission that the agent would
earn as a result of the transaction;

15



f. The amount of the sales |oad or
adm ni strative charge that defendants would
earn as a result of the transaction;

g. The true financial effect of the transaction
to the policyhol der;

h. If the existing policy was fully surrendered,
valuable policy benefits such as fulfillnment
of suicide clauses, contestability clauses
and nmedical waivers would be lost as the new
policy would have new clauses to which the
insured would be subject; and

i The purchase of a new policy was subject to
new underwiting standards, at an ol der
i nsur abl e age.

32. In order to effectuate the churning schene, the
"financi al advisors" wth the tacit consent of the defendants,
failed to provide detailed disclosure-forns required by state |aw
when a policy was being replaced.

33. In order to facilitate the replacenent of existing
policies so that IDS would have increased earnings and sales, the
def endant s, in addition to providing their agents wth
i nformation concerning cash values and encouraging their agents
to sell replacemnent pol i ci es, created and distributed simplified
forns that enabled their agents to effectuate a churn wth a
sinmple check nark.

34. The defendants directly benefitted from the

churning of their policyholders. IDS assesses substanti al

16



charges and fees on the issuance of new policies and when
surrenders or loans are nmade against an existing policy. The
charges inposed by IDS for new policies wmy include a |oad

char ge, an annual policy fee, monthly paYnment charges and other

adm ni strative char ges. When the existing policy is surrendered,
IDS also charges a "surrender charge." Wen a loan is taken on
an existing policy, IDS charges interest on the [oan. I f the

loan and interest are not repaid, the policy eventually |apses.
Ther ef or e, IDS is economcally notivated to encourage its agents
to sell new policies by surrendering or loaning against current
I DS products. These charges and substanti al benefits to IDS were
not discl osedf O he-pl aintiffs-andnmenbers ot the C a8S.

35. I DS benefits in another way when policies are
repl aced. Typi cal ly, as an insured ages, he or she becones nore
expensive to insure because a natural part of the aging process
is the deterioration of the insured's health and well-being. For
exanpl e, a 40 year old man pays less for $100,000 of newy issued
life insurance than a 50 year old man. Thus, when the insured is
churned from one policy into another, he or she wll pay a
greater anpbunt to receive the insurance coverage that already

exists in the current policy.
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36. Defendants and their agents know ngly engaged in
the uniform deceptive sales practices and schenmes described
herein with the intent to and the result of obtaining profits,
commi Ssi ons and other financial benefits for thenselves, to the
financi al detri nent of plaintiffs and nenbers of the d ass.

THE CHURNING OF: THE PLAI NTI FES

37. In or about January 1992, the Benacquistos
purchased a $165,000 universal life insurance policy on the life

of Lesa Benacquisto wth a $175,000 spouse rider on the life of

Dan Benacqui sto (Policy No. 90902850104). This policy was issued
in February 1992. In or about March 1992, Dan purchased a
disability insurance policy from IDS and the Benacquistos

obtained two term life insurance policies in the anount of

$75,000 each.

38. In or about May 1995, the plaintiffs were
cont act ed by an IDS financial advi sor, Eil een Di G ovi ne. Ms.
DiGovine arranged a neeting to review the plaintiffs' financi al
si tuation. At this neeting, Ms. DiGovine told the plaintiffs
that their current insurance coverage was no good and was not

earning enough noney for them Ms. DiGovine told the plaintiffs
that |IDS had developed a new policy that would build nmore cash

value while providing greater death benefits.

18



39. Based on that nmeeting and the representations of

def endant s’ agent, the plaintiffs submtted an application for
new IDS l|ife insurance coverage. The new policy that was issued
was an adjustable premium whole life policy with a $190,000 death

benefit on Lesa Benacquisto and a spouse rider wth a $175,000
death benefit on Dan. Al though the Benacqui stos had deposited
approxi mately $4,500.00 in their earlier policy, nore than half
of this cash value appears to have been lost to comm ssions and
f ees. The plaintiffs did not learn of the severe detrinent t hey
had suffered wuntil a truly independent i nsurance advisor reviewed
their insurance status. At that time, the Benacquistos realized
that they. had 10st.cash value, actually reduced the anount~ of~
their death benefits, suffered other financial detri nent,
including incurring a higher cost of insurance, and were subject
to new contestability cl auses.
FIRST CAUSE OF ACTION
(Common  Law Fraud)
40. Plaintiffs repeat and reallege the allegations set

forth in the foregoing paragraphs as if fully set forth herein.

41. The defendants, IDS and AEFC, by and through their
agents, knowingly made affirmative nisrepresentations to
plaintiffs and the other nmenmbers of the d ass. These knowi ng
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affirmative msrepresentations consisted of, anong others,
representations about replacing existing IDS cash value life
insurance policies and that plaintiffs wuld be in a better
position by surrendering or loaning against cash values and

di vidends from existing policies and using the noney to purchase
new |ife insurance.

42. In addition to affirmative misrepresentations,
there were nunmerous material facts about the transactions t hat
were know ngly conceal ed. For exanple, +the nature and extent of
the conm ssions that would be earned by the agent was conceal ed.
The nature and extent of admnistrative, surrender and other
charges were also conceal ed. It was furlh~r- collcealed that, il
the future, there mght be substantial increases in the premuns
and/or decreases in the benefits.

43. Def endant s' m srepresentations and omnissions were
made wth the intent that plaintiffs and other menbers of the
class rely on such statements and onissions, and replace their
current IDS policies wth new IDS policies.

44, A all tinmes plaintiffs and other menbers of the
Class relied wupon the IDS agent to be honest, not to make
m srepresent ati ons, and to disclose all pertinent facts. The DS
agents knew that the plaintiffs and other nenbers of the class
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were relying upon them to deal with them honestly, and that the
IDS agents occupied a position of trust. Indeed, |IDS and AEFC
trained their agents to create a sense of trust so that

plaintiffs and the other menbers of the class would rely upon the
agents for all their financial planning needs, including

I nsur ance.

45. In addition, defendants have continued to conceal
their wongdoing and many class nmenbers are not yet aware of the
damage they have suffered.

46. As a direct and proximate result of the
affirmative m srepresentations and the conceal nent of naterial
facts, plaintiffs and the nenbers of the Cass Qd replace their
current IDS cash value Ilife insurance policies wth new IDS cash
value life insurance policies and have been harned and damaged in
an anmount to be determined at trial.

47. Based on the facts and circunstances descri bed
above, the defendants acted toward plaintiffs and the nenbers of
the Class wllfully, intentionally and with malice.

48. Defendants trained and authorized their agents
t hr oughout the country to engage in the sales scheme described

above. Def endants knew that their agents were engaging in
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"churning" activities on a nationw de basis and defendants
condoned and ratified such activities.

49. Plaintiffs and the nenbers of the Cdass are
entitled to recover punitive damages from defendants.

SECOND CAUSE OF ACTION
(Breach of Fiduciary Duty)

50. Plaintiffs repeat and reallege the allegations set
forth in the foregoing paragraphs as if fully set forth herein.

51. Plaintiffs and the other nmenbers of the class, all
of whom were existing current policyholders of IDS, were owed a
fiduciary duty by |DS. The defendants trained their agents to
present thenselves as financial advlsors who were actlng in the
insured's interest and on the insured' s Dbehalf. As a fiduciary,

IDS owed plaintiffs and nmenbers of the class an affirnmative duty

of full and fair disclosure. IDS failed to honor and discharge
that duty. Rather than ensure truthful disclosure of nmaterial
facts, IDS, through its agents, concealed material facts and made
affirmative m srepresentations relating to cash value IDS life

insurance policies and the advisability of replacing such
pol i ci es. This conduct was a breach of the fiduciary duty IDS

owed to plaintiffs and the nenbers of the class.
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52. As a direct and proximate result of the breach of
fiduciary duty, plaintiffs and the menbers of the Cass have been
harmed and damaged in an amount to be determined at trial.

THRD CAUSE OF ACTION

(Negligent M srepresentation)

53. Plaintiffs repeat and reallege the allegations set
forth in the foregoing paragraphs as if fully set forth herein.

54. Based on defendants' training, and with the full
know edge and encour agenent of defendants, def endant s' agents
repr esent ed to plaintiffs and" other nmenbers of the class that it
was in their best interest to replace their current cash value
iDS life Insurance pollcles wth néll¥ sssued IDS cash val ue
i nsurance policies. Defendants and their agents represented to
the plaintiffs and other nmenbers of the class that the new
policies wuld provide a financial benefit to the policyholder,
would build nore nmoney for the policyhol der or would provide a
greater death benefit than the insurance currently in force.

55. At the tine these misrepresentations were nade to
plaintiffs and other nenbers of the class, defendants and their
agents knew that plaintiffs and nenbers of the class were relying
upon them to speak truthfully and provide them with accurate
i nformation. Def endant s also knew that plaintiffs and menbers of
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the class were likely to take action in reliance upon their
statenments. Defendants occupied a position of trust and had
greater knowl edge than the plaintiffs and other class nenbers.

56. Despite this knowedge and their position,
def endant s, in conplete disregard of their duty to speak
honest |y, and with care that the statenents they make are
accur at e, di ssem nat ed information and made statements to
plaintiffs and other menbers of the class wthout regard to the
truth or falsity of such statenents. Plaintiffs and nmenbers of
the class relied upon ~his information and these statenents, and
replaced their existing |IDS policies wth new IDS policies.

These actions that defendants induced have caused harm co the
plaintiffs.

57. As a direct and proxinate result of the breach of
the duty defendants owed plaintiffs and the nmenbers of the O ass,
plaintiffs and menbers of the class have been harned and danaged
in an anmount to be determined at trial.

FOURTH CAUSE OF ACTION
( Fraudul ent | nducenent)
58. Plaintiffs repeat and reallege the allegations set

forth in the foregoing paragraphs as if fully set forth herein.
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59. As intended by defendants, plaintiffs and nenbers
of the class relied wupon defendants false statements and replaced
current IDS cash value |life insurance policies wth new IDS cash
value life insurance policies. These actions that defendants
i nduced have caused harm to the plaintiffs.

60. As a result, plaintiffs and menbers of the class

have been harnmed and damaged in an ambunt to be determ ned at

trial.
FIFTH CAUSE OF ACTION
(Negl i gence)
61. Plaintiffs repeat and reallege the allegations set
forth in the foregoing-paragraphs as if fully set forth hereln.

62. Def endant s, who sought to install their agents as
advisors in a position of trust to plaintiffs and nmenbers of the

class, owed the Cass a duty to act with reasonable care in

training their agents, in supervising their agents, and in
ensuring that full, honest and adequate disclosure was nade to
each policyhol der. IDS breached this duty, and turned a blind

eye to the obvious churning that occurred nationw de.
63. As a direct and proximate result, plaintiffs and
menbers of the class have been harmed and damaged in an anmount to

be determ ned at trial.
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SIXTH CAUSE OF ACTION

(Violation of Consuner Fraud Statutes)
64. Plaintiffs repeat and reallege the allegations set
forth in the foregoing paragraphs as if fully set forth herein.
65. In violation of this state's consumer protection
laws, and to the extent applicable, the consunmer protection I aws
of other states, defendants have engaged in acts and practices,

including msrepresentation, concealnent and deceit, which

confuse and mslead consuners. For instance, def endant s’ acts
and practices, as alleged herein, violated, and continu~ to
vi ol at e, the Mnnesota consumer protection law, Mnn. Stat. Sec.

325D. 44 (1993) in at least the following respects:

a. Def endant s' acts and practices constitute
representations that the goods and services
in question have qualities, characteristics,

or benefits which they do not have; and
b. Def endant s' acts and practices constitute
conduct which creates a likelihood of
confusion or nisunderstanding.
66. Li ke M nnesot a, Pennsylvania also protects its
consunmers from these types of deceptive practices. Def endant s'
actions violate the Pennsylvania Unfair Trade Practices and

Consuner Protection Law, Pennsylvania Trade and Commerce Code 73

P.S. § 201-1 et ~ In executing the churning scheme described
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above, defendants, and their agents, knowi ngly, recklessly and
willfully wth intent to defraud, represented that its goods and
services had characteristics that they did not have and concealed
perti nent and material information from plaintiffs and nenbers of
the class in selling life insurance to them This conduct
constitutes an unfair or deceptive trade act or practice which is

prohi bited by the relevant statutes.

67. Def endant s' actions also violated relevant
insurance codes that specifically prohibit churning Ilife
i nsurance policyhol ders. For instance, 8 72A.20-.0of the M nnesota

Insurance Code prohibits the making of statenments i srepresenting
the terms uf d ~ollcy <co be Issued or che benefits or advantages
prom sed thereby or making any nisrepresentation to a policy
holder for the purpose of inducing the policyholder to |apse,
forfeit or surrender i nsur ance.

68. By virtue of the foregoing, plaintiffs and nenbers
of the class have been harmed and danmaged in an anmount to be

determ ned at trial.
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def endant s

VWHEREFORE, plaintiffs demand judgnent against

IDS and AEFC as follows:
Det er mi ni ng that the action is a proper class action;
Awarding plaintiffs and the Cass their conpensatory
damages for the wongful acts conplained of;
Awarding plaintiffs and the Cass damages and their
reasonable attorneys' fees for violations of consuner
protection  statutes;
Awarding plaintiffs and the Cass their costs and
di sbursenents incurred in conne~tion wth this action,
including reasonable attorneys' fees, expert wtness
fees and other costs;
Est abl i shi ng an appropriate clains resolution facility
for the determnation of any individual i ssues; and
Ganting such other and further relief as the Court

deens just and proper.
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JURY DEMAND

Plaintiffs, on their own behalf and on behalf of all
others simlarly situated, hereby demand a trial by jury on all

| ssues triable at |aw

Dat ed: L1-- I I
By: Jack Chestnut, #16378

Karl Carnbronne, #14321
Jeffrey D. Bores, #227699
3700 Piper Jaffray Tower
222 South Ninth Street
M nn~apol i s, MN 55402
(612)  339-7300

O Counsel :

M LBERG WEISS BERSHAD
HYNES & LERACH LLP

One Pennsyl vani a Pl aza

New York, NY 10119-0165

Tel ephone: (212) 594-5300

600 West Broadway, Suite 1800
San Diego, CA 92101
Tel ephone: (619) 231-1058

SCHFFRIN & CRAIG

3 Bala Plaza East, Suite 400
Bala Cynwyd, PA 19004

Tel ephone: (610) 667-7706

1137 dd MHenry Road, Suite 208
Buffalo G ove, [11inois 60089
(847) 913-1449

Co-Lead Counsel
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ARNZEN, PARRY & WENTZ, P.S.C
128 East Second Street

Covi ngt on, KY 41011

Tel ephone: (606) 431-6100

BONNETT, FAI RBOURN, FRI EDVAN
& BALI NT, P. C
4041 N. Central Avenue

Suite 1100
Phoeni x, AZ  85012-3311
Tel ephone: (602) 274-1100

CANTI LG, MAI SEL & HUBBARD, LLP
1717 Main Street, Suite 3200
Dal | as, TX 75201

Tel ephone: (214) 740-4600

JAMES, HOYER & NEWCOMER, P. A
One Urban Center, Suite 147.
4830 West Kennedy Bl vd.

Tanpa, Florida 33609

Tel ephone: (813) 286 10100

Att or neys for Plaintiffs

ACKNOW EbGEMENT

The undersi gned hereby acknow edges that costs,
di sbur senment s and reasonable attorney and witness fees may be
awar ded pur suant to Mnn. Stat. § 549.21, subd. 2, to the party

agai nst whom the allegations in this pleading are asserted.
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