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Section 1.
Authority

This Rule is adopted by the Superintendent pursuant to 24-A M.R.S.A. §§ 212 and 2556.

Section 2.
Purpose

The purpose of this Rule is twofold. First, the Rule’s third-party notice provisions allow a policyholder to establish in advance a line of communication that will increase the likelihood that adequate notice is given if an insurer intends to terminate coverage for nonpayment of premiums. Second, the Rule establishes conditions and procedures to reduce the danger that persons suffering from cognitive impairment or functional incapacity will lose life insurance coverage because of their condition.

Section 3.
Scope

This Rule applies to all individual life insurance policies and riders delivered, issued for delivery, continued, or renewed in the State of Maine.

Section 4.
Requirement for Notification Prior to Cancellation

An individual life insurance policy that has been in force for at least one year may not be terminated for nonpayment of premium, unless at least 21 days prior to the expiration of the policy’s grace period, the insurer has mailed a notice of cancellation to the policyholder and any third party designated by the policyholder by name and address in writing. The notice shall state the reason(s) for cancellation and the date that coverage is to terminate. If the policy is subject to cancellation for nonpayment of premium, the notice shall include the amount of unpaid premium and the date by which premium must be paid to avoid policy cancellation.


At its option, an insurer may provide other notification regarding termination of coverage or other rights to the policyholder and any designated third party. The notice shall include an explanation of the reason for termination and the time and method by which termination may be avoided. If the reason for termination is beyond the policyholder’s control, the notice shall so state. This optional notification is in addition to, not a substitute for, other requirements of law or contract.

Section 5.
Provision for Notification to Third Parties

A.
All policies subject to this Rule shall include notice of the right:



1.
To receive notification pursuant to Section 4 of the Rule;



2.
To designate a third party to receive notification pursuant to Section 4 of the Rule; and



3.
To change a third-party designation.


B.
Insurers shall provide each policyholder with a “Third-Party Notice Request Form” giving the policyholder the opportunity to designate an additional person to receive notice of any intent to cancel a policy.



1.
The Third-Party Notice Request Form may be included as part of each initial or renewal application, or it may be a supplemental form.



2.
If separate from an application, the Third-Party Notice Request Form shall be furnished to the policyholder before or at the time of delivery of the policy to the covered person, and it shall indicate that it is part of the policy.



3.
Within 10 days after a request by a policyholder, a Third-Party Notice Request Form shall be provided by First Class U.S. mail or delivered in-hand by a duly-authorized representative of the insurer.



4.
If the policyholder does not return the Third-Party Notice Request Form within 30 days, the insurer may assume that the policyholder elects not to designate a third party. However, by written request, the policyholder may designate a third party at any subsequent time.

Section 6.
Limitations on Loss of Coverage and Right to Reinstatement for Persons with Cognitive Impairment or Functional Incapacity
A.
All policies subject to this Rule shall include notice of the right to seek reinstatement after cancellation, termination, or lapse, if loss of coverage is attributable to the policyholder’s affliction with cognitive impairment or functional incapacity.

B.
Within 90 days after cancellation, termination, or lapse of coverage, the policyholder, any person authorized to act on behalf of the policyholder, or any dependent of the policyholder covered under the policy may request reinstatement of the policy on the basis that loss of coverage was a result of the policyholder’s cognitive impairment or functional incapacity at the time of cancellation, termination, or lapse.

C.
If a policyholder, any person authorized to act on behalf of the policyholder, or any dependent of the policyholder covered under the policy requests reinstatement of coverage pursuant to this Section, an insurer may request a medical demonstration that the policyholder suffered from cognitive impairment or functional incapacity at the time of cancellation, termination, or lapse. If the insurer waives its right to request a medical demonstration or a medical demonstration substantiates that loss of coverage was the result of the existence of cognitive impairment or functional incapacity at the relevant time, the policy shall be reinstated. The medical demonstration may be at the expense of the policyholder.

D.
A policy reinstated pursuant to this Section must cover any loss or claim occurring from the date of the termination, cancellation, or lapse, and shall be issued without any evidence of insurability.

E.
Premium for policy reinstatement pursuant to this Section shall be paid from the date of the last premium payment at the rate which would have been in effect had the policy remained in force. Payment shall be made within 15 days after request by the insurer.

Section 7.
Administrative Appeal Rights
If a request for reinstatement of coverage pursuant to this Rule is denied, notice of denial shall be provided to the policyholder, to any third party designated pursuant to Section 5 of this Rule, and to the person making the request, if different. The notice of denial shall include notification of a 30-day period following receipt of the notice during which a hearing before the Superintendent may be requested.

Any hearing before the Superintendent shall be for the purposes of determining whether a violation of this Rule or the Maine Insurance Code has occurred and whether policy reinstatement is required.

Section 8.
Transition
A.
Within 60 days after the effective date of any amendment to this Rule, every insurer shall file with the Superintendent any new forms or policy provisions and all revisions to existing forms or policies to be used as a result of the amendment.

B.
If the forms submitted pursuant to Subsection A will be part of an application or policy, the requirements of 24-A M.R.S.A. § 2412 and any other applicable form-filing requirement must be satisfied.

C.
Every insurer shall send approved forms and amended policy provisions to existing individual policyholders within 120 days after the first billing date subsequent to the Superintendent’s approval of the forms or policy provisions.

Section 9.
Severability
If any section, term, or provision of this Rule shall be deemed invalid for any reason, any remaining section, provision, or definition shall remain in full force and effect.

Section 10.
Effective Date
This Rule shall be effective October 28, 2008 (filing 2008-496). The 2012 amendments shall be effective November 3, 2012 (filing 2012-302).
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