
 
Questions you should ask: 

1. Is the principal and return on my in-
vestment guaranteed? 

2. How is the return on my investment 
calculated? 

3. When is the principal and return on 
my investment paid? 

4. Will I ever be asked to pay the pre-
miums for the insurance policy? 

5. Who is responsible for monitoring 
the status of the insurance policy 
and the insured? 

6. What fees and costs, if any, am I re-
sponsible for paying? 

7. Is the life insurance policy past the 
contestable period? 
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A viatical settlement is a complex financial   
arrangement which may require professional 
guidance.  You may want to consult with an 
accountant or an attorney.  



Investing in 
A Viatical  
Settlement  

    Viatical settlements allow life insurance 
policy holders to sell their policies to inves-
tors for an immediate cash benefit.  In re-
turn, the purchasers of the viatical settle-
ment assume responsibility for paying the 
remaining premiums and become the benefi-
ciaries of the life insurance policy. 

    As an investor, you may have been ap-
proached by a viatical company or broker to 
invest in a viatical settlement.  Before put-
ting your savings into this type of invest-
ment, it is critical that you understand the 
risks involved, know how your investment 
will be used, and what the likely return will 
be. 

    This pamphlet is designed to provide 
some of that information.  However, it only 
provides a starting point.  If you have addi-
tional questions, please call us. 
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Be an informed investor 
 
Investing in a viatical settlement involves 
risks.  Viatical settlements are not like 
“certificates of deposit” —here’s why. 
 
♦ Viatical settlements are not a liquid in-

vestment.  There is no return on the in-
vestment until the death benefit is paid.  
If you invest in a viatical settlement, you 
will not have access to these funds until 
after the insured dies. 

♦ The annual return on a viatical settle-
ment investment can never be guaran-
teed because it is impossible to reliably 
predict an individual’s actual life span. 
Improved medical treatments further in-
crease the difficulty of making an accurate 
prediction. 

♦ Policy premiums must continue to be 
paid until the insured individual dies. 
Find out who will be responsible for pay-
ing the premiums; what guarantees are in 
place; and whether there is a chance you 
will have to invest more money.  If the 
premiums are prepaid, know who will be 
responsible for making the premium pay-
ments if the insured lives beyond the life 
expectancy. 

♦ Funds invested in viatical settlements 
may not be eligible for an IRA, 401(k), or 
Keogh.  If you invest these funds in a vi-
atical you will lose the favorable tax ad-
vantage.  Check with your tax advisor 
about the IRS rules. 

Watch for these other risks 
 
You could be investing in a policy with spe-
cial risks if...  
♦ the policy is still in the “contestable” pe-

riod. This means a life policy is less than 
two years old, and the insurance company 
could refuse to pay the death benefit for 
various reasons. 

♦ it is a “term” life policy issued for a cer-
tain number of years. An insurance com-
pany will not pay the death benefit if the 
insured outlives the term period of the pol-
icy. 

♦ it is a “group” policy which is usually 
owned by an employer or other organiza-
tion. A group policy can be terminated by 
the employer or the insurance company 
and there may be higher premiums or lim-
its on the insured’s rights to convert to an 
individual policy.  

 
Agents/Brokers must be license d 
 
♦ Before you invest in a viatical settlement 

make sure the agent/broker is properly 
licensed to sell viaticals.  

♦ Agents/Brokers may need to be licensed 
by both the Kansas Insurance Department 
and the Kansas Securities Commissioner. 

♦ To find out if someone is licensed to sell 
viaticals call: 

Kansas Insurance Department 
1-800-432-2484 

And  
Kansas Securities Commissioner 

1-800-232-9580 
 


