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Title: Lalican v. The Insular Life Assurance Company Limited

Facts:
Violeta R. Lalican, widow of the deceased Eulogio C. Lalican, challenged the denial of her
claim for death benefits from Insular Life Assurance Company Limited by the Regional Trial
Court (RTC) of Gapan City. Eulogio had an insurance policy worth P1,500,000 with Insular
Life, with Violeta as the primary beneficiary. After missing a premium payment in January
1998, Eulogio’s policy lapsed. Eulogio attempted reinstatement twice, with the final effort
on September 17, 1998, the day he died from electrocution. Unaware of Eulogio’s demise,
Insular Life did not act on the reinstatement as policy reinstatement required the insured’s
lifetime and good health condition, alongside other company requirements being satisfied.
Violeta then filed a claim, which Insular Life denied due to the policy’s lapse and non-
reinstatement. Violeta pursued the issue in the RTC which was dismissed, leading to her
petition for review with the Supreme Court.

Issues:
1. Was the case appropriately elevated to the Supreme Court despite claims of finality and
procedural error?
2.  Did  the  RTC  err  in  its  application  of  the  law  concerning  the  insurance  policy’s
reinstatement and the claimant’s entitlement to death benefits?

Court’s Decision:
The Supreme Court held the petition had no merit, noting initially that the mode of elevating
the case was improper. It affirmed that the RTC’s decision had become final and executory
given the lapse in the reglementary period for filing an appeal. The Court also found no
convincing evidence of factors that could excuse the late filing by Violeta’s former counsel.

On substantive matters, the Supreme Court found that the conditions for reinstatement of
the  insurance  policy,  clearly  stipulated  in  the  policy  contract  and  the  application  for
reinstatement, were not met before Eulogio’s death. Thus, the policy remained lapsed, and
Violeta had no basis to claim death benefits, but was entitled to a refund of premiums paid.

Doctrine:
This case reaffirms the principle that insurance contracts, like other contracts, must be
understood in their clear, ordinary, and popular sense if terms are unambiguous. Further, it
illustrates the insurer’s right to deny reinstatement of a lapsed policy if conditions for such
reinstatement—as stipulated in the contract—are not met.
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Class Notes:
1. Insurable Interest: Exists when a person derives pecuniary benefit from the subject’s
preservation and suffers  loss  from its  destruction.  It  must  be present  at  the time the
insurance takes effect but need not exist thereafter or when loss occurs (Sections 10 and 19,
Insurance Code).
2.  Reinstatement  of  Lapsed  Policy:  Requires  conditions  such  as  proof  of  insurability,
payment of overdue premiums plus interests, and the insurer’s approval to be met during
the insured’s lifetime and good health.
3. Finality of Judgments: A judgment becomes immutable and unalterable once it becomes
final, except for corrections of clerical errors, nunc pro tunc entries, or if the judgment is
void.
4. Contracts of Adhesion: Involve terms set by one party, which the other can only accept or
reject but cannot modify. Ambiguities in such contracts are interpreted against the drafter.

Historical Background:
The strict  requirements around the reinstatement of  lapsed insurance policies and the
finality of court judgments underscore the Philippine legal system’s emphasis on contract
sanctity  and  procedural  deadlines.  This  case  illustrates  the  judiciary’s  balancing  act
between enforcing contracts as written and considering the broader implications for insured
parties when unforeseen circumstances arise.


