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B\ KELLY GREENE

Securities regulators and prosecutors are battling what they say is a nationwide surge in investment fraud

against baby boomers.

In many cases, the victims pursued risky bets to overcome losses suffered during the financial crisis²a trend

that regulators say is worsening.

State securities officials say they expect the number of enforcement actions involving investors age 50 or older

to hit a record this year.

Last year, there were 1,241 criminal complaints, cease-and-

desist orders and other regulatory actions launched at the state

level involving investors age 50 or older, according to the

North American Securities Administrators Association, a

group of state regulators. That was more than double the 506

cases in 2009.

The problem is "rampant" throughout the country, says Matt

Kitzi, Missouri's securities commissioner and chairman of the

association's enforcement committee.

The Securities and Exchange Commission, which regulates

investment-adviser firms with at least $25 million in assets

under management, doesn't track alleged frauds by the age of

the victim. But officials have grown worried enough about the

vulnerability of older investors that the agency plans soon to issue "additional guidance about potential

investment scams that older Americans should be looking out for," SEC Chairman Mary Schapiro said in a

statement to The Wall Street Journal.

Keith Grimes, 56, of Mulberry, Fla., sunk $500,000²"every penny that I made," he says²into an investment

fund marketed to older investors that promised returns of 14% to 24%. Billed as having a manager with a

successful track record trading stocks and other investments, it turned out to be a Ponzi scheme, in which

money from new investors is used to pay returns to other investors.

"Sometimes we think, 'Maybe we were just being too greedy," says Mr. Grimes. "But you try to get the best

return you can when you've saved through your career to be able to retire."

After losing almost all of his savings, Mr. Grimes is living in a borrowed mobile home and running an industrial-

fiberglass business.
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Lillian Wells, 60, faces foreclosure on her Covington,
Ga. home after putting mone\ into a compan\ run b\
Ephren Ta\lor.

The fXnd'V manageU, JameV D. RiVheU, of Sanibel, Fla., on Dec. 6 ZaV VenWenced Wo moUe Whan 19 \eaUV in fedeUal

pUiVon afWeU pleading gXilW\ in U.S. DiVWUicW CoXUW in Tampa, Fla., in SepWembeU Wo mail fUaXd and mone\-

laXndeUing chaUgeV. The SEC on AXg. 29 filed a ciYil VXiW in connecWion ZiWh Whe caVe.

MU. RiVheU'V laZ\eU Vaid MU. RiVheU ZaVn'W aYailable foU commenW. He haVn'W UeVponded Wo Whe SEC'V laZVXiW.

AccoUding Wo Whe SEC complainW, Zhile MU. RiVheU UaiVed $22 million fUom moUe Whan 100 inYeVWoUV, he placed

onl\ $2.5 million in bUokeUage accoXnWV and loVW aboXW $890,000 WhUoXgh hiV WUading.

MoUe Whan $8 million ZenW Wo "managemenW and peUfoUmance feeV," Zhile MU. RiVheU VpenW $4.5 million on

jeZelU\, gifWV, pUopeUW\ and peUVonal e[penVeV, accoUding Wo Whe SEC complainW. And $3.6 million ZaV paid in

diVWUibXWionV Wo inYeVWoUV, Whe complainW Va\V.

TheUe aUe aboXW 77 million bab\ boomeUV in Whe U.S., oU 25% of Whe naWion'V popXlaWion, and Whe oldeVW began

WXUning 65 WhiV \eaU. Man\ of WheiU UeWiUemenW poUWfolioV ZeUe UaYaged b\ Whe financial cUiViV, eUaVing billionV of

dollaUV in aVVeWV.

DeVpiWe a VWeep UeboXnd Vince MaUch 2009, Whe DoZ JoneV IndXVWUial AYeUage iV doZn 15% fUom iWV peak in

OcWobeU 2007, caXVing man\ bab\ boomeUV on Whe cXVp of UeWiUemenW Wo VWUeWch foU higheU UeWXUnV. ThaW makeV

WhoVe inYeVWoUV eVpeciall\ YXlneUable Wo fUaXd, VecXUiWieV UegXlaWoUV and pUoVecXWoUV conWend.

The W\pical peUVon'V abiliW\ Wo make effecWiYe financial deciVionV peakV aW age 53.3 and goeV doZnhill afWeU WhaW,

accoUding Wo a BoVWon College CenWeU foU ReWiUemenW ReVeaUch VWXd\ laVW \eaU.

E[oWic XnUegiVWeUed VecXUiWieV VXch aV pUomiVVoU\ noWeV, pUiYaWe placemenWV and inYeVWmenW conWUacWV haYe

emeUged aV Whe main YehicleV foU fUaXd inYolYing oldeU inYeVWoUV. Of Whe enfoUcemenWV in 2010 inYolYing

inYeVWoUV age 50 oU oldeU, caVeV inYolYing XnUegiVWeUed VecXUiWieV oXWnXmbeUed WhoVe UelaWed Wo oUdinaU\ VWockV

and bondV b\ a UaWio of fiYe Wo one, accoUding Wo Whe VecXUiWieV adminiVWUaWoUV' aVVociaWion.

OldeU inYeVWoUV ofWen bX\ VXch VecXUiWieV WhUoXgh Velf-diUecWed indiYidXal UeWiUemenW accoXnWV, Zhich alloZ

people Wo ploZ WheiU mone\ inWo inYeVWmenWV be\ond WUadiWional VWockV, bondV and mXWXal fXndV, VXch aV Ueal

eVWaWe, gold and oil ZellV.

The SecXUiWieV and E[change CommiVVion in SepWembeU ZaUned inYeVWoUV of peUYaViYe fUaXd in piWcheV aimed

aW holdeUV of Velf-diUecWed IRAV.

Since OcWobeU, inYeVWoUV haYe filed laZVXiWV in GeoUgia and

NoUWh CaUolina alleging WhaW enWUepUeneXU EphUen Ta\loU JU.

VoliciWed inYeVWmenWV, mainl\ fUom oldeU membeUV of

chXUcheV, in pUomiVVoU\ noWeV held in Velf-diUecWed IRAV.

When Whe noWeV ZeUe VXppoVed Wo maWXUe, ZiWh inWeUeVW, Whe

inYeVWoUV ZeUen'W Uepaid, accoUding Wo Whe claimV.

The GeoUgia SecUeWaU\ of SWaWe'V office iV condXcWing an

inYeVWigaWion inWo MU. Ta\loU "inYolYing YiolaWionV of Whe

GeoUgia SecXUiWieV AcW," Va\V MaWW CaUUoWheUV, a VpokeVman foU

Whe GeoUgia SecUeWaU\ of SWaWe.

MU. Ta\loU didn'W UeVpond Wo emailV Veeking commenW. A man

Zho anVZeUed a phone nXmbeU MU. Ta\loU haV XVed declined Wo

idenWif\ himVelf bXW Vaid WhaW MU. Ta\loU "doeVn'W do commenWV."

The nXmbeU of Pon]i VchemeV alVo haV VXUged, UegXlaWoUV and pUoVecXWoUV Va\, aV haV Ueal-eVWaWe fUaXd and Whe

nXmbeU of caVeV in Zhich inYeVWmenWV aUe piWched aW "fUee-lXnch" VeminaUV UXn b\ inYeVWmenW pUomoWeUV.

The incUeaVe comeV amid ZideVpUead effoUWV Wo deWeU ZUongdoing. Since 2007, aW leaVW 19 VWaWeV haYe
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WoXghened WheiU laZV, XVXall\ b\ incUeaVing Whe penalWieV foU financial cUimeV oU VecXUiWieV YiolaWionV againVW

people Zho aUe aW leaVW 60 \eaUV old.

The nXmbeU of enfoUcemenW acWionV aW Whe VWaWe leYel YaVWl\ XndeUeVWimaWeV Whe e[WenW of Whe fUaXd, UegXlaWoUV

Va\.

AboXW 14,000 inYeVWigaWionV ZeUe XndeUWaken b\ VWaWe UegXlaWoUV in 2009 and 2010, accoUding Wo Whe VecXUiWieV

aVVociaWion, man\ of Zhich coXld Wake \eaUV Wo compleWe.

WriWe Wo Kell\ GUeene aW kell\.gUeene@ZVj.com


