
 

Pull your Life Insurance Policy Out of Your Drawer 

 

For many people, the purchase of a life insurance policy is a one-time transaction. They 

purchase the policy and stick it in their file drawer, never to be looked at again until after 

they pass away. If you are one of these people, it is probably time to pull the policy out of 

the drawer in order to fully understand what you own. 

 

Life insurance can be a very powerful and complicated financial product. It can provide a 

variety of benefits, including financial protection for your family, business associates or 

any other beneficiaries. It can provide tax beneficial accumulation or can be a valuable 

wealth transfer tool. It also comes in a variety of types, including Term, Universal Life and 

Whole Life. 

 

Term Insurance typically provides a death benefit for a specified term. For example, a 20-

year level term policy will provide you coverage for 20 years. At the end of the 20-year 

term, the premium is likely to increase to a level that no longer makes economic sense. 

Term Insurance usually requires the least cash outlay (lowest premium) of all the options 

because it is likely to expire before you do. In other words, if you live to your life 

expectancy, the likelihood is you will no longer have the term insurance in force. 

 

Some Term policies include a conversion feature, which can allow the owner to convert 

the policy from Term to a Universal or Whole Life policy. Understanding this feature of 

your policy, if it exists, may be important, especially if your health has deteriorated since 

you initially took out the policy. If you have now become uninsurable or are in poorer 

health, it may make economic sense to consider converting the policy to a permanent 

policy if that is an option. It is important to understand your options. 

 

Universal Life and Whole Life are both types of permanent life insurance, but they are not 

the same thing. By permanent, we mean they are policies that can be structured to remain 

in force until you die. The fact that they can be structured that way does not necessarily 

mean that they have been structured that way. Many people believe they own a “Whole 

Life” policy when in fact they own a Universal Life policy. This is an important distinction 

because, generally, on a Whole life policy, as long as you pay your premium on time every 

year, it will remain in force. This may not be true if you own a Universal Life policy. 

 

In a Universal Life policy, how long the policy will remain in force depends on a number 

of factors, including how much premium you are paying, the interest rate or rate of return 

the cash values earned and the actual mortality costs charged by the insurance company on 

the policy. Just like a car will only reach its destination if you put enough fuel in the tank,  
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so too a Universal Life policy may only reach its destination with enough fuel (premium 

dollars). And if a car is not getting as many miles per gallon as you anticipated, it may 

need more fuel to reach its destination. If the cash value of universal life policy is not 

earning the rate of return originally projected, you may need to add more “fuel” (money). 

 

Many people are surprised to find out that their life insurance policy may not be exactly 

what they thought it was. It is far better to know now what you have and what you can 

expect from it so you can make any adjustments if needed. Later, it may be too late or too 

costly to make the changes. 

 

What kind of policy do you own? Is it still meeting the goals for which you purchased it? 

Have your goals changed? If you are not sure of the answers to these questions, it is time to 

pull that policy out of your drawer an let us help you analyze what you have. 


