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“Stranger-Owner Life Insurance” (STOLI)
1
 Policies 

Voss believes that STOLI policies violate state insurance laws because there is no insurable 

interest when the policy is issued. 

 Investors use STOLI policies to take out a life insurance policy with a death benefit on an 

elderly, healthy, and wealthy individual.   

 When the individual dies, the investor receives the value of the death benefit. 

 The NAIC has recommended the Viatical Settlements Model Act to require policyholders 

to wait several years before entering a life settlement transaction, which makes STOLI 

investors less interested. 

 

Life Settlements and Life Insurance Policy Issuance 

Voss notes that bankers have been using life settlement processes for securitization. 

 Voss believes that this could affect premiums assessed on all life insurance policies, 

possibly increasing premiums if fewer policyholders allow their policies to lapse. 

 

Federal Oversight of Life Insurance Settlement Securities 

 Votes notes that life insurance beneficiaries should still be able to receive their tax-free 

benefits. 

 She also emphasizes that policyholder privacy rights must be protected. 

 Voss agrees with the creation of an SEC task force for life settlements. 

 

 

                                                 
1
 STOLI policies are those owned by someone with no interest in the person insured when the policy is issued. 
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