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Investors Permitted to Pursue Unjust Enrichment Claim Against Carriers to 
Recover Premiums Paid On STOLI Policies 
 
CITE: Carton v. B&B Equities Group, LLC, et. al., No. 2:11-CV-00746 (D. Nev. 
Sept. 10, 2013). 
 
SUMMARY: A Nevada Federal Court recently permitted two investors who 
financed the premium payments on seven STOLI policies to pursue a cause of 
action for unjust enrichment against the carriers who accepted the premium 
payments.   
 
BACKGROUND: The lawsuit arises out of Plaintiffs Edwin and Lonnie Carton’s 
attempts to recover $700,000.00 they invested in financing the premiums for seven 
illegal STOLI policies.  According to the pleadings, the Cartons allege they were 
unaware that they were investing in illegal STOLI policies and that they were 
assured by defendant B&B Equities Group, LLC (“B&B”) through defendants 
Robert L. Kopel (“Kopel”) and Bruce S. Plotnick (“Plotnick”) that their 
investment in “life insurance premiums” was “legal and secure.”  
 
FACTS: According to the pleadings, in the early to mid-2000s, the Plaintiffs met 
Plotnick at a financial planning seminar where he “suggested the Cartons invest 
their retirement funds in ‘premium financing’ through Defendant Koppel.”  
Plotnick and Koppel allegedly told the Cartons that, in exchange for their 
investment, they would receive ownership interests in limited liability companies 
formed by B&B that would be assigned the rights to the life insurance policies 

http://d62d288ee515d729b993-58f6eee170188c8ece9e549a56221c4e.r98.cf1.rackcdn.com/Carton-9-10-13 Order.pdf


insuring the lives of third-party insureds and assume the liabilities in funding the 
policies.”  
 
The Cartons alleged that “they were under the impression that this type of 
transaction was legal and that the insurance company would have full knowledge 
of the arrangement.”  The Cartons also alleged that they were guaranteed a return 
of 20% on their investment.  The Cartons’ money was ultimately used to pay 
premiums for seven separate insurance policies, issued by several life insurance 
companies with a total face amount of $11,750,000.  However, to date, “all of the 
policies have since lapsed for nonpayment” and all seven policies were 
subsequently declared void ab initio, or invalid from the outset, when the nature of 
the underlying STOLI scheme was revealed. 
 
The Cartons filed suit against the defendants, which included American General 
and Aviva.  The Plaintiffs’ claims against the carriers are for unjust enrichment, 
arguing that the carriers were unjustly enriched when they received and retained 
premium payments on STOLI policies that they knew or should have known were 
issued without insurable interests.  The insurers filed motions to dismiss the unjust 
enrichment claims arguing, among other things, that: (1) there can be no unjust 
enrichment where the contracts were fully-performed (i.e., because the policies 
were voided/lapsed, there were no continuing obligations); and that (2) the insurers 
lacked knowledge of the STOLI scheme and its agents’ knowledge of the 
underlying STOLI scheme cannot be imputed to them because knowledge is not 
imputed where the agents act in collusion with a third party to defraud the insurer 
and the actions are outside the scope of the agents’ authority. 
 
RESULT: The Court denied the insurance companies’ motions to dismiss, 
permitting the plaintiffs to pursue a claim for unjust enrichment against the 
defendant carriers holding that: (1) the facts of the case do not support the 
contention that the contracts were fully-performed; and (2) regardless of actual or 
imputed knowledge, if it can be shown that the carriers should have known the 
policies lacked insurable interests they were unjustly enriched. 
 
With respect to the first argument, the Court reasoned that, regardless of whether 
the policies were voided or lapsed, if it can be shown that “the insurers were on 
notice that the policies were issued to parties with uninsurable interests,” then the 
carriers knowingly entered into contracts that could be voided prior to complete 
performance.  Where a party enters into a contract where it knows it can void the 
contract prior to having to perform under it, the contract is illusory and any 
consideration received would unjustly enrich the party with the option to void the 
contracts.   
 



Addressing the second argument, the Court held that while an issue of fact remains 
as to what the carriers knew or whether the agents’ actions should be imputed to 
the carriers, even if the carriers can overcome imputation, it “is not enough to 
extinguish [their] liability or counteract the knowledge of uninsurable interests, 
which [the carriers] should have acquired reviewing the policies.”  Thus, it is 
enough to show that the carriers should have known the policies lacked insurable 
interests from simply reviewing the policy documents.  
 
RELEVANCE:  For years, carriers and investors have litigated premium retention 
battles in the STOLI context. They have asserted novel and creative legal 
arguments, none of which have seemed to gain significant traction outside of a 
very few select jurisdictions.  This is, however, an instance where the Court is not 
applying a novel legal concept but a tried and true legal theory to permit investors 
to recover premium payments in the STOLI context.  This theory will most likely 
be available only to “innocent investors” who come to the transaction with “clean 
hands.”  However, this theory could easily be extended to third-party purchasers of 
STOLI policies as well, provided they can show that they innocently purchased the 
STOLI policies without knowledge of the scheme. 
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DISCLAIMER  
 
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.  
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