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Reasons for policy lapse

• Intentional nonpayment of premium
– rate increasea e c ease
– change in financial status

• Unintentional• Unintentional 
– bank account issues 

problems with mail– problems with mail
• notices not received
• premium arrives after end of grace period• premium arrives after end of grace period

– cognitive impairment
– functional incapacity / hospitalization
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– functional incapacity / hospitalization



What is reinstatement?

• If a policy is now lapsed, it may be 
reactivated without a break in coverage in g
certain circumstances.
– Regulatory allowancesg y
– Company provided opportunities
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Regulatory Requirements related to lapse

• Billing notice
• Third Party Designeey g

– at time of issue (or waiver) and every 2 years
• Grace notice sent not earlier than 30 days after the 

date premium is due 
• Must warn that policy will lapse in 30 days if 

i i t i dpremium is not received 
• Notice is considered received 5 days after mailing

A Thi d P t D i l tt t b t d• A Third Party Designee letter must be sent and 
company will not lapse a policy for at least 30 days 
after this notice is sent
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a e s o ce s se



Regulatory requirements cont’d

• State variations
– Florida and Virginia certificate of mailingo da a d g a ce ca e o a g
– New York and New Jersey mailing envelopes 

must be clearly marked with the following:y g
“IMPORTANT INSURANCE INFORMATION: OPEN IMMEDIATELY”

– Vermont and California require lapse notice to 
t t th i ht t d b fitstate the right to reduce benefits
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Reinstatement criteria

• Cognitive / functional impairment 
– policy must include a provision for reinstatement 

if a request is received within 5 months and the 
policyholder was cognitively impaired or 
functionally incapacitated before the grace periodfunctionally incapacitated before the grace period 
expired 

– Criteria to determine cognitive impairment or g p
functional incapacity must not be more stringent 
than the policy language for benefit eligibility
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Case Studies

C St d 1Case Study 1
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C St d 2Case Study 2
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C St d 3Case Study 3
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Don’t forget to fill out the survey
1st you must have download the ILTCI Mobile App 

- Go to your app store; search ILTCI.  It’s free.   

1. Find the session
2. Scroll to the 

bottom
3. Tap on the 

session name 
below the survey 

Tap on the 
answer you wish 
to submit

Click Next

Your session Name HereYour session Name Here


