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TOPIC: STOLI Agent Not Entitled to Liability Insurance Protection 
 
CITES: Certain Interested Underwriters at Lloyd’s v. Axa Equitable Life 
Insurance Company, et al., No. 10-622061-CV-Hurley/Hopkins. (S.D. Fla. Nov. 7, 
2013); see also Leslie Scism, Regulators Rein In Murky Life Policies, WALL ST. J., 
June 21, 2010. 
 
SUMMARY:  In action for summary judgment, the court found that an errors and 
omission policy issued by Lloyd’s did not cover the activity of a producer who 
pled guilty to defrauding the life insurance carrier in a stranger-owned life 
insurance (STOLI) scheme.     
 
FACTS:  As reported in The Wall Street Journal, Steven Brasner and his boat 
received considerable notoriety within the insurance community when the State of 
Florida initiated criminal proceedings against him for his part in an “investor-
initiated life insurance arrangement.”  Ultimately, Brasner was charged in a 22 
count information with insurance fraud, grand theft, and engaging in a scheme to 
defraud.  As part of his guilty plea arrangement with authorities, Brasner agreed to 
not work in the insurance industry. 
 
Among the charges to which Brasner pled guilty was the allegation that he had 
defrauded AXA Equitable Life Insurance Company (AXA) by providing 
materially false information on two applications for life insurance on the life of 
Geoffrey Glass.  
 



Glass created two insurance trusts, naming his brother and the GreatBanc Trust 
Company as joint trustees.   One policy was for $20 million and the other for $10 
million.  Both applications falsely represented that Glass had an annual income of 
$1 million and a net worth of $50 million.  Both applications represented that the 
owners did not “intend to use or transfer the policy for any type of pre-death 
financial settlement, such as a viatical settlement, senior settlement, or for any 
other second market.”  Both policies were sold to the GIII Accumulation Trust 
(GIII) a month after issue. 
 
As part of the policy sale, Brasner represented to GIII that “Each document 
submitted to the Insurer by the Agent on behalf of Seller with respect to the Policy 
… were, to the knowledge of the Agent, true and accurate as of the date of 
delivery.”   As it turned out, that was not the case. 
 
AXA sued Brasner for disgorgement of fraudulently obtained commissions in an 
action that went to arbitration and, despite Brasner’s guilty plea, was dismissed.  
GIII also brought suit against Brasner, contending that his agent certificate 
contained negligent misrepresentation.  GIII was awarded a judgment of $1.45 
million and an assignment of Brasner’s right to sue Lloyd’s under Brasner’s errors 
and omissions insurance contract. 
 
The Lloyd’s policy covered Brasner for “damages resulting from any Claims … 
for any Wrongful Act of the Insured in the performance of or failure to perform 
Professional Services….”  Professional services were further defined as the 
marketing or sale of “insurance products.”   Lloyd’s contended, in its request for 
summary judgment, that Brasner was actually selling “investment products” and 
not insurance products.   
 
The court determined that Lloyd’s had not carried the burden of proof required for 
summary judgment on that argument.   
 
Lloyd’s next argued that it was entitled to summary judgment on the grounds that 
its policy with Brasner excluded claims for “falsification of any offer of an 
insurance contract or document….”    The court also found Lloyd’s was not 
entitled to summary judgment on this ground. 
 
Lastly, Lloyd’s argued that its policy with Brasner excluded claims based on 
“criminal conduct.”   On this basis, the court examined the complete record and 
found that Brasner’s policy with Lloyd’s was excluded because of his criminal 
conduct.  Because the court found that Brasner had committed criminal conduct 
with respect to the AXA policies insuring Glass, summary judgment was granted 
to Lloyd’s against GIII.   
 



RELEVANCE:  The most significant aspect of this case is the very real possibility 
that if this case had gone to trial, and had not been decided on summary judgment 
because of the criminal conduct exclusion in the errors and omissions policy, the 
court may have determined either:  

 
• due to the STOLI element, the AXA policies were “investment products” 

and not life insurance contacts, or 
 

• falsification of the application voided coverage under the policy.    
 

Those who engage in fraudulent STOLI (or other) activity or who falsify 
information on an application should not expect their professional liability 
insurance to protect them from claims related to their conduct.  Moreover, when an 
insurance professional steps outside of selling life insurance and is selling what is 
found to be an investment product, their errors and omissions insurance may not 
cover the activity.    
 
WRNewswire #13.11.19 was written by Randy Zipse of Highland Capital 
Brokerage. 
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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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