
Should You Sell Your Life Insurance Policy to Raise Cash for Necessities?

Lawmakers in several states recently passed legislation to outlaw a practice that critics say preys on America’s 
elderly: an insurance transaction in which investors persuade seniors to purchase high-dollar life insurance policies 
and then transfer a significant portion of the death benefits to strangers.

Known as stranger-oriented life insurances, or STOLI, the practice has become prevalent nationwide, particularly 
as Baby Boomers inch toward retirement and insurance options are aggressively marketed to an aging US populace.

The essence of a STOLI transaction is this: An investor entices a consumer, almost always someone elderly, to 
take out a large life insurance policy, often in excess of $1 million. The investor frequently sweetens the deal 
by paying the premiums for the consumer. In exchange, the insured person agrees to sell the policy making the 
investor the beneficiary for an up-front, fast-cash cut of what will be the policy’s eventual death payout.

The insurance industry, one of the most powerful lobbying groups in the nation, has complained bitterly about 
STOLI, alleging it is blatant fraud for a consumer to buy a policy with the express goal of turning a profit by 
selling the policy to an outside investor.

State legislators have agreed in large numbers, saying that such “wagering on death” as the practice has become 
known should be criminal.

The selling off of life insurance policies is not new. An entire industry known as the viatical or life-settlement 
industry emerged in the late 1980s in response to the AIDS crisis, when thousands of people found themselves 
suddenly too sick to work and desperate for cash.

Even the life-settlement industry has been critical of STOLI. Doug Head, executive director of the Life Insurance 
Settlement Association, likened the practice to “a kid outside the 7-Eleven getting a bum to buy booze for him.”

Yet Head also cautioned against many of the legislative steps that some states are taking. He worries about blanket 
bans on selling life insurance policies for five years after they are purchased, a move he believes takes too much 
control away from consumers who might be selling their policies for valid reasons.

As much as the insurance industry has painted STOLI as a predatory practice, many consumers have enjoyed their 
windfall. Those who rake in big profits for doing next to nothing other than signing up for big insurance policies 
have frequently been happy with the deals they’ve cut, Head said.

Head questioned how prevalent STOLI has become, indicating that the insurance industry wants states to ban it 
because it cuts into profits by reducing the standard number of lapsed policies.

Before deciding whether you wish to sell your life insurance policy, consider the real reason for doing so. If you 
need the money to pay for something you need to improve the quality of your life, you may want to sell. In other 
words, sell only if you need to.
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If you receive a letter from 
a creditor, please make sure 
it is included in the original 
list of creditors. If you are 
not sure, please call Mindy 
at 1-800-992-3275 x 1403.

Still Haven’t Signed Up for an ABC Bank Checking Account?

As we have mentioned to all of our clients in the past, we are requesting all DCSD clients to close their present 
checking account and ask that their direct deposits be transferred to a new checking account in their name at ABC 
Bank. 

While this is only a recommendation, please note that DCSD will no longer assist you if your bank account 
becomes frozen by one of your creditors. Not enrolling with ABC Bank will not disqualify you from being a 
DCSD client. 

We do hope that asking you to deposit your fixed income directly into ABC Bank does not add any stress you may 
already be feeling. We understand and appreciate that many of you have long-standing relationships with the local 
bank in which your funds have been deposited. 

However, it is our job to protect your income and we assure you that the stress of ending the relationship between 
you and the bank is far less than having to face a frozen bank account, which includes bouncing checks and 
enormous overdraft fees.

If you decide that you would like to transfer your fixed-income funds into an ABC Bank checking account, please 
notify the Elizabeth at 1-800-992-3275 ext. 1402. 

Need Help With Your Taxes?

From February 1 through April 15 each year, the AARP 
Tax-Aide program, which is a free and confidential tax 
assistance service, is available to help two million low- 

and moderate-income taxpayers prepare basic tax forms. 
Free one-on-one counseling and assistance on the 

telephone and Internet are available. To find a local 
AARP Tax-Aide, please call 1-888-227-7669 or visit 

www.aarp.org/taxaide.

Refer DCSD to a Friend!
Do you know someone who is suffering in silence like you once were?

Help a friend, neighbor, relative or other loved one 
achieve peace of mind  and restore dignity in his or her life.

Help US by distributing DCSD cards around your community 
and make others aware of the service that has 

been helping you restore dignity to YOUR life!
We’d love to talk to anyone whom you think would benefit from our service. 

Please give your friends and loved ones DCSD cards.
Please call (800) 992-3275 ext. 1004 for DCSD cards. 


