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

Taylor v. Life Partners Holdings, Inc., Case 6:11-cv-0026-WSS, W.D. TX 
(02/02/11), is a shareholders’ federal class action lawsuit against Life Partners Holdings, 
Inc. (“Life Partners”) and it principals, filed with the court during the first week in 
February, for engaging in practices that allegedly caused the value of its stock to decline 
precipitously.  Life Partners allegedly made false and misleading statements regarding, in 
particular, the life expectancies of the persons who were the insureds under policies 
purchased by Life Partners and resold to investors.   

Life Partners' operating revenues are derived from fees for facilitating life settlement transactions 
between sellers and purchasers.  It, in effect, acts as a purchasing agent for life settlement purchasers. In 
performing these services, Life Partners “identifies, qualifies and purchases policies on behalf of its clients 
that match their buying parameters and return expectations.”   

According to Life Partners’ most recent Form 10-K, filed with the Securities and Exchange 
Commission (SEC) on May 12, 2010: 

“For most of the policies that we broker on behalf of our clients, the insureds have a life expectancy 
of between 48 months and 60 months, although we can identify policies with longer life 
expectancies or other purchasing parameters if requested by our clients. As we identify and qualify 
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http://www.aaluwr.org/majorrefs/Ref11-14.pdf
http://www.aaluwr.org/majorrefs/Ref11-14.pdf
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policies, we distribute insurance and current medical status information on these policies (with 
the insured's name and other identifying information redacted) throughout our financial planner 
network. ... Purchasers can then, in consultation with their financial planner or other professionals, 
select one or more policies, specify the portion of the policy or policies to be purchased and submit 
a reservation electronically. To diversify their positions, retail purchasers generally buy fractional 
interests in one or more policies and not an entire policy[.]” 

Then, on December, 21, 2010, The Wall Street Journal published an article questioning Life 
Partners’ life-expectancy estimates and business practices.  In particular, the article stated that life Partners 
“has made large fees from its life-insurance transactions while often significantly underestimating the life 
expectancies of people whose policies its customers invest in.”  Subsequently, on January 20, 2011, The 
Wall Street Journal reported (and Life Partners confirmed) that the SEC was investigating Life Partners.  
The article reported that “[a]s part of its probe, the SEC’s enforcement division has been seeking experts to 
analyze the way Life Partners has estimated the life expectancies of the insured individuals.” 

The shares of Life Partners’ stock declined over 17 percent on January 20, 2011, to close at $12.46 
per share on “unusually heavy trading volume.” Life Partners’ stock continued t decline thereafter. 

In the complaint, the class of plaintiffs allege that Life Partners failed to disclose material adverse 
facts about the company’s well-being, business relationships and prospects, including the following: 

“(1) that the Company had routinely used unrealistic life expectancy data that produced 
inaccurately short life expectancy reports, which were subsequently used to sell life 
settlement policies to investors; [Note: In fact, as reported in The Wall Street Journal, 
“Brian Pardo, Life Partners' founder and chief executive, acknowledged that many of Life 
Partners' life-expectancy estimates ‘are probably wrong.’  It gets them from a doctor in 
Reno, Nev., who has testified for a court case that he never checks the accuracy of his 
prior predictions.] 

(2) that the Company had purposely concealed the historical rate in which individuals insured by 
life settlement policies sold by Life Partners had lived past the life expectancy rates previously 
provided to investors, such that the Company’s investors were unable to assess the accuracy or 
reliability of such date;  

(3) that by underestimating the life expectancy data to investors, the Company was able to charge 
substantially larger fees when brokering life settlement policies;  

(4) that the Company’s revenues had been significantly increased through the employment of such 
business practices;  

(5) that, as a result, the Company’s financial statements were false and misleading at all relevant 
time;  

(6) that such business practice, when they were discovered would initiate an investigation by the 
federal authorities into the Company’s business practices;  

(7) that the Company lacked adequate internal financial controls; and  

(8) that, as a result of the foregoing, the Company’s statements about it financial well-being and 
future business prospects were lacking in any reasonable basis when made.” 

As a result of the foregoing, plaintiffs allegedly suffered damages under the securities acts.  They 
are requesting that the class action be certified and that compensatory damages and equitable relief be 
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awarded, as well as costs and expenses and “such other and further relief as the Court may deem just 
and proper.” 

Life Partners has not yet filed an answer to the stockholders' complaint. 

AALU will continue to monitor and report on this proceeding as it makes it way through the court 
system. 

Any AALU member who wishes to obtain a copy of the complaint in Taylor v. Life Partners 
Holdings, Inc. 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 and enter the Member Portal with your last name and birth 
date 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: 

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. 
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