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A life insurance agent is often asked about the different types of rider’s individuals can add to 

their life insurance policies. Life insurance riders are additional layers of coverage that can help 

you customize your coverage, so it aligns more closely with your needs.  

  

With that in mind, I wanted to reach out today to share details about a feature that often sparks 

interest but also raises questions: the Return of Premium (ROP) rider. 

  

An ROP rider is an optional add-on available on certain term life insurance policies. It, as the 

name implies, allows for premiums to be refunded to the policyholder at the end of the term 

policy.  

  

Here’s more about what it does, how it works, who it may benefit, and what to consider before 

choosing it. 

  

What It Does 

  

An ROP rider allows eligible premiums to be refunded if the policyholder outlives the full term 

and keeps the policy active through its expiration. If coverage is needed during the term, the 

policy pays the death benefit just like a standard term life policy. 

  

Why It Matters 

  

One potential downside of choosing a term life policy is that, if an individual were to outlive 

their policy, it would be unlikely that they would see any benefit of having had the policy during 

their life. An ROP rider addresses that concern by offering a predictable financial outcome at the 

end of the term. 

  



 

This feature is often appealing to individuals who want protection for a specific time period, such 

as while raising children or paying down a mortgage, and who prefer knowing there may be a 

refund if the coverage is never used. 

  

How It Works 

  

ROP riders are most paired with level term life insurance policies. These policies have fixed 

premiums and a clearly defined term, which makes it easier to determine which premiums are 

eligible for a refund. 

  

Here are some key aspects of ROP riders: 

• Term requirement - The policy must remain active for the full length of the term. If the 

policy lapses, is cancelled early, or converted, the rider may no longer apply. 

• Premium eligibility - Only premiums defined as “eligible” in the policy contract are 

refunded. Administrative fees or rider-specific charges may be excluded, depending on 

the insurer. 

• Cost of the rider - Adding an ROP rider increases the policy’s premium compared to 

standard term life insurance. The exact increase depends on age, health, term length, and 

carrier. 

• Refund timing - If the policyholder outlives the term, eligible premiums are refunded at 

the end of the entire term, not for each year that the policyholder lives. 

 

Who It May Be Best For 

  

An ROP rider may be a good fit for people who value predictability, plan to keep coverage for 

the full term, and are comfortable paying higher premiums in exchange for a potential refund 

later. 

  

However, it is not a one-size-fits-all solution, and whether or not it is right for you will depend 

on your exact situation. Because refund rules and costs vary by carrier and policy, understanding 

the details is essential. 

 

  



 

      

If you have any questions about this article or want to discuss your family finances, investment 

portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595 

or you can click here to schedule a meeting. 

Please feel free to forward this article and offer to anyone you know who might have financial 

questions or need some unbiased advice.  Most financial advice is sales advice.  In stark contrast, 

we are fee-only (non-commissioned) fiduciary advisors.  We just provide truthful, unbiased 

advice to our clients. 
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