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Alan Lewis, a former California insurance agent who faced criminal charges for annuity "twisting,"

was released from jail after a Superior Court judge dismissed charges for embezzlement, grand

theft, and burglary. The story may sound familiar. As reported in previous Expect Focus issues,

People v. Neasham involved the conviction of a California insurance agent for grand theft for the sale

of an annuity to an elderly woman. That conviction was subsequently reversed, in part because

acceptance of the annuity premium could not constitute theft where the premium was given in

exchange for an annuity of equal value, and in part because no evidence suggested that the annuity’s

surrender provisions somehow reduced its value. The Lewis charges stemmed from the same

California law that penalizes theft, embezzlement, forgery, or fraud with respect to the property of an

elder by any person (not a caretaker) who knows or reasonably should know that the victim is an

elder. However, whereas Neasham faced only one felony theft count and 90 days in prison, Lewis

originally faced 36 felony counts, mostly for embezzlement, and a potential 40 years in prison based

on his dealings with 12 seniors. The prosecution alleged that Lewis committed "twisting" by twice

replacing one annuity for another to generate commissions. Lewis allegedly informed the clients that

the surrender charges associated with the first replacement would be covered by a bonus from the

new annuity. Effectively, the prosecution argued that the amount of the surrender charges was the

amount Lewis embezzled from his clients. And, because his actions occurred inside his clients’

homes, they claimed he also committed burglary. The prosecutorial theory is startling because, as

in Neasham, it sought to criminalize surrender charges, a vital component of complex insurance

products that are both approved and supervised by the states. It also exposes the prosecutor’s

lack of insurance knowledge because it fails to recognize that insurance agents are compensated for

the sale of annuities by insurance companies, not clients. Fortunately for the industry, the Lewis case

never made it to trial. The judge dismissed the charges after Lewis spent more than four months in

jail.
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