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Return of Premium Term Life Insurance: Is It Right 
for You? 

 

You have decided you need life insurance coverage and are considering buying a term policy. But you might be 
wondering, "Do I get any of my money back at the end of the term?" It's possible, if you consider buying a special kind 
of term insurance called return of premium term insurance, or ROP.  

How ROP compares to straight term insurance  

In general, straight term life insurance provides coverage for a specific number of years, called the term. The face 
amount of the policy, or death benefit, is paid to your beneficiaries if you die during the term. If you outlive the term, or 
you cancel your policy during the term, nothing is paid. By contrast, an ROP term life insurance policy returns some or 
all of the premiums you paid if you live past the term of your policy and haven't cancelled coverage. Some issuers may 
even pay back a prorated portion of your premium if you cancel the ROP life policy before the end of the term. Also, the 
premium returned generally is not considered ordinary income, so you won't have to pay income taxes on the money 
you receive from the insurance company. (Please consult your tax professional.) 

A return of premium feature may be appealing if you want to have a return of some or all of your premium if you 
outlive the policy term. Yet the cost of ROP term insurance can be significantly higher than straight term insurance, 
depending on the issuer, age of the insured, the amount of coverage (death benefit), and length of the term. But ROP 
term insurance almost always costs less than permanent life insurance with the same death benefit. While straight term 
insurance can be purchased for terms as short as one year, most ROP term insurance is sold for terms of 10 years or 
longer.  

 

ROP considerations  

It's great to know you can get your money back if you outlive the term of your life insurance coverage, but there is a 
cost for that benefit. Also, if you die during the term of insurance coverage, your beneficiaries will receive the same 
death benefit from the ROP policy as they would from the less-expensive straight term policy.  
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Advantages and Disadvantages of ROP Term Insurance 

 

When choosing between straight term life insurance and ROP term, you might think about the amount of coverage you 
need, the amount of money you can afford to spend, and the length of time you need the coverage to continue. Your 
insurance professional can help you by providing information on straight term and ROP term life insurance, including 
their respective premium costs.  

The cost and availability of life insurance depend on factors such as age, health, and the type and amount of insurance 
purchased. Before implementing a strategy involving life insurance, it would be prudent to make sure that you are 
insurable. Optional riders are available for an additional fee and are subject to contractual terms, conditions and 
limitations as outlined in the prospectus and may not benefit all investors. Any guarantees associated with payment of 
death benefits, income options, or rates of return are based on the claims-paying ability and financial strength of the 
insurer. 

 

 

IMPORTANT DISCLOSURES  

The information presented here is not specific to any individual's personal circumstances. To the extent that this material concerns tax matters, it is 
not intended or written to be used, and cannot be used, by a taxpayer for the purpose of avoiding penalties that may be imposed by law. Each 
taxpayer should seek independent advice from a tax professional based on his or her individual circumstances. These materials are provided for 
general information and educational purposes based upon publicly available information from sources believed to be reliable—we cannot assure 
the accuracy or completeness of these materials. The information in these materials may change at any time and without notice. 

Securities and investment advice offered through Investment Planners, Inc. (Member FINRA/SIPC) and IPI Wealth Management, Inc., 226 W. 
Eldorado Street, Decatur, IL 62522. 217-425-6340. 
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