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AALU Bulletin No:  10-92 September 21, 2010 

Subject:  Agents Are Sued In Failed “STOLI” Arrangement 
 
Major References:     The Cap Accumulation Trust v. Lighthouse Insurance Marketing, 

Inc., et. al.  (Complaint), U.S. District Count, Central Dist of CA, 
Case # 2:08-cv-04316-DDP-RZ (June 30, 2008) 

 
Prior AALU Washington Reports: 10-82; 10-58; 10-32; 09-51; 09-30; 09-29; 08-104; 08-13 
 
MDRT Information Retrieval Index Nos.: 4400.00; 7400.00; 8100.00 
 

SEE THE CIRCULAR 230 DISCLAIMERS APPENDED TO  
THE CONCLUSION OF THIS WASHINGTON REPORT. 

In a complaint filed by plaintiff The Cap Accumulation Trust (“the Trust”), a 
Delaware statutory trust functioning as an investing entity of Deutsche Bank, the Trust 
alleged that two insurance agents (Razmik Khachatourians and Tigran Khrolobian of Los 
Angeles, CA) and their related entities, from whom the Trust purchased life insurance 
policies on elderly insureds, failed to pay the premiums on those policies, which 
consequently did not exist.  

The above referenced complaint is only one of a number of over 75 pleadings filed 
in this action over the past two years, and the action appears to be far from any conclusive 
resolution at this date.  The litigation has attracted the attention of the financial press, and 
was featured on the front page of the “Money and Investing” Section of the Wall Street 
Journal this past August. 

According to the complaint, prior to December 21, 2006, Khachatourians, Khrlobian and related 
entities (including defendant Lighthouse Insurance Marketing, Inc.) represented to the Plaintiff that they 
had strong existing relationships within certain close-knit ethnic communities in California and had gained 
access to the high net worth individuals living in these communities.  Defendants claimed to know which of 
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these individuals had purchased life insurance through insurance trusts and, further, which 
beneficiaries of insurance trusts were interested in selling their beneficial interests.  

As a result of these representations, Plaintiff became interested in acquiring beneficial interests in 
California insurance trusts formed by “Eligible Insureds” for the purpose of procuring “Eligible Policies” 
on their lives. An “Eligible Insured” was defined in the ensuing Contract between the Plaintiff and 
Lighthouse as, among other things, a person who “has individually, or together with his/her spouse, a net 
worth of at least $1,000,000.” 

Between the December 26, 2006 effective date of the Contract and on or about November 21, 2007, 
Lighthouse gave Plaintiff written notice of the beneficial owners and/or beneficiaries holding beneficial 
interests in California insurance trusts that Lighthouse represented were formed by Eligible Insureds, and 
Plaintiff agreed to purchase the beneficial interests in approximately 51 insurance trusts identified for 
Plaintiff by Lighthouse.  In exchange, Plaintiff agreed to pay Lighthouse a servicing fee in connection with 
the services provided in connection with Plaintiff’s acquisition of each beneficial interest.  Plaintiff also 
paid a purchase price for the beneficial interests that included an agreed upon amount to be paid to the 
beneficial owner/beneficiary of the insurance trust and an amount to be paid as reimbursement for 
insurance premiums paid to purchase the underlying insurance policies (the “Policies”).  

Khachatourians and Khrlobian and entities controlled by them were the insurance agent in each 
instance. As agents, they warranted that “[e]ach document submitted to the Insurer by the Agent on behalf 
of Settlor [the applicant] and the Insurance Trust with respect to the Policy, including, but limited to, 
preliminary policy applications, medical records and other documents containing information with respect 
to Settlor, the Insurance Trust or the Agent, were, to the knowledge of the Agent, true and accurate as of the 
date of delivery.” 

In its claims for breach of contract, conversion, fraud, and negligent misrepresentation, Plaintiff 
alleged that at least some, and possibly all, of the insurance applications for the Policies were not true and 
complete in all material respects at the time that the applications were submitted to the applicable insurers.  
The complaint offers the following example: 

“By way of example only, one of the Policies insured the life of a 74- year old Panorama City, 
California resident . . . [referred to] as Insured No. 1. On or about September 20, 2007, the Insured 
No. 1 2007 Insurance Trust submitted an application to Lincoln National Life Insurance Company 
for life insurance on Insured No. 1’s life in the face amount of $3,900,000.  Lines 14 and 16 of the 
application listed Insured No. 1’s total assets as $10,340,000 and total net worth as $6,340,000. On 
line 13, Insured No. 1’s annual unearned income was stated as $610,000. The planned premium was 
$35,568 to be paid quarterly. Khachatourians was listed on the application as the writing agent and 
signed the application as the licensed agent, broker or representative. Plaintiff offered to purchase 
the beneficial interest in the Insured No. 1 2007 Insurance Trust and agreed to pay to the trust 
beneficiary, Insured No. 1’s child . . . [Beneficiary No. 1], the purchase price of $94,068.00, of 
which $35,568 was in reimbursement of the premiums that purportedly had been paid to acquire the 
Policy. . . . “ 

“[Plaintiff subsequently discovered, however,] that Insured No. 1’s total assets were not 
$10,340,000, Insured No. 1’s total net worth was not $6,340,000 and Insured No. 1 did not have 
$610,000 in annual unearned income. In or about March 2004, Insured No. 1 filed a bankruptcy 
schedule with the United States Bankruptcy Court, Central District of California in connection with 
Insured No. 1’s personal Chapter 7 bankruptcy. On that March 2004 schedule, Insured No. 1 listed 
no real property, $1,149.27 in personal property and more than $61,000 in unsecured debt. 
According to that schedule, Insured No. 1’s total monthly income was $790 in social security 
benefits and Insured No. 1’s monthly expenses were $660, including $195 for rent. Since filing that 
bankruptcy schedule in or about March 2004, Insured No. 1 does not appear to have been employed 
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or self-employed, owned any real property or acquired assets anywhere near the $10,340,000 listed 
on the insurance application. Nor does there appear to be any possible means by which Insured No. 
1, at age 74, could have $610,000 in annual unearned income in September 2007 when, three years 
earlier, Insured No. 1 was living on social security benefits of $790 a month.” 

Plaintiff also alleged that, “premiums were not tendered with Insured No. 1’s application and were 
never paid.”  As a result, the policy was never issued, despite the fact that Lighthouse had Plaintiff wire 
$94,068.00 to Lighthouse’s bank account, $35,568 of which was purported “reimbursement” for premiums.  
Additionally, Beneficiary No. 1 denied receiving the $94,068.00 wired to Lighthouse’s bank account. 

Plaintiff is requesting $15 million in actual damages, plus punitive damages to be determined at 
trial. 

While we have entitled this Washington Report as a failed “STOLI” arrangement, that may not be 
an inaccurate description of the underlying facts of this case.  In a recent GAO REPORT summarized in our 
Bulletin No. 10-82, STOLI, or “Stranger-Owned Life Insurance,” is described as “the issuance of a life 
insurance policy for the benefit of a third party who has no insurable interest in the insured when the policy 
was issued.” (See, e.g., our Bulletins Nos. 10-58, 10-32, 09-51, 09-30, 09-29, 08-104 and 08-13). 
Approximately 26 states have laws that include specific provisions to deter or prohibit STOLI.  AALU’s 
views in opposition to STOLI have been widely known and continue to be strongly held. 

In this case, however, if the alleged facts are true, the Defendants have eliminated the inconvenient 
step of actually acquiring, or even applying for, an actual life insurance policy, in favor of merely 
representing that they had done so.  That they were able to market interests in these fictional policies is a 
testament to the voracious appetite for these types of investments (similar to that of mortgage backed 
derivatives) prior to the recent financial meltdown.  Recent scrutiny of STOLI at the state and federal level 
also reportedly has cooled investors’ interest in such investments. 

 The marketing of life insurance under STOLI arrangements has lost much of its allure as an 
economic matter, has come under direct attack in the legislatures of many states and has (as reported in the 
Wall Street Journal) been the subject of hundreds of separate litigations across the country.  In light of 
these facts, we will let our own reportage of public STOLI disputes (in the form of litigation or otherwise) 
recede, short of significantly important future developments that, on their own special merits, may warrant 
attention in these Washington Reports. 
 

Any AALU member who wishes to obtain a copy of the complaint in The Cap Accumulation Trust 
v. Lighthouse Insurance Marketing, Inc., et. al. may do so through the following means: (1) use hyperlink 
above next to “Major References,” (2) log onto the AALU website at www.aalu.org, enter the Member 
Portal and select Current Washington Report for linkage to source material or (3) email Anthony Raglani 
at raglani@aalu.org and include a reference to this Washington Report. 

 
In order to comply with requirements imposed by the IRS which may apply to the Washington Report as 

distributed or as re-circulated by our members, please be advised of the following: 

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT CANNOT 
BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY THAT MAY BE 

IMPOSED BY THE INTERNAL REVENUE SERVICE. 

In the event that this Washington Report is also considered to be a “marketed opinion” within the meaning 
of the IRS guidance, then, as required by the IRS, please be further advised of the following: 
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THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 
ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 

ADVICE FROM AN INDEPENDENT TAX ADVISOR. 
 

 

                                                                             
The mission of AALU is to promote, preserve and protect advanced life insurance planning  

for the benefit of our members, their clients, the industry and the general public. 
 

For more information about how AALU’s advocacy efforts help protect your business and the 
advanced life insurance marketplace, visit our website at www.aalu.org, or  

call toll free 1-(888)-275-0092. 

http://www.aalu.org/
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