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tional annual reports to be filed henceforth on the tenth day of January 
until such time that the candidate or authorized campaign committee 
reports an ending balance of zero. 

In the case of all other political committees, the director shall retain 
all required statements and reports until December thirty-first of the 
sixth year following the relevant election. 

The director shall make all statements and reports required to be filed 
with him by this chapter available for convenient public inspection and 
reproduction by a copying machine at a commercially reasonable fee as 
soon as such statements and reports are filed with him. 

SECTION 17. Said chapter 55 is hereby further amended by striking 
out section 28, as so appearing, and inserting in place thereof the 
following section:-

Section 28. The clerk of cities and towns shall inspect all statements 
and reports of candidates, or nonelected political committees supporting 
such candidates, filed with them, within thirty days of the reporting 
dates required by this chapter, and all other statements and reports 
within sixty days of the reporting dates required by this chapter. If upon 
examination of the records it appears that any candidate or political 
committee has failed to file a statement or report as required by law, or 
if it appears to the clerk that any such statement or report filed with 
him does not conform to law, or upon written complaint by five 
registered voters that a statement or report does not conform to law, or 
that any candidate or political committee has failed to file a statement 
or report required by law, the city or town clerk, as the case may be, 
shall, in writing, notify the delinquent person. Such complaint shall state 
in detail the grounds of objection, shall be sworn to by one of the 
subscribers, and shall be filed with the proper city or town clerk within 
ten days after the required date for filing a statement or report within 
ten days after the actual filing of a statement or report, or an amended 
statement or report. 

SECTION 18. Said chapter 55 is hereby further amended by striking 
out section 29, as so appearing, and inserting in place thereof the 
following section:-

Section 29. Upon failure to file a statement or report within ten days 
after receiving notice under section twenty-eight, or if any statement 
filed after receiving such notice discloses any violation of any provision 
of this chapter, the city or town clerk, as the case may be, shall notify 
the attorney general thereof and shall furnish him with copies of all 
papers relating thereto, and the attorney general, within two months 
thereafter, shall examine every such case, and, if satisfied that there is 
a cause, he shall in the name of the commonwealth institute appropriate 
civil proceedings or refer the case to the proper district attorney for 
such action as may be appropriate in the criminal courts. 

Approved December 23, 1986. 

Chapter 632. AN ACT RELATIVE TO THE REPLACEMENT OF LIFE 
INSURANCE. 

1153 



ACTS, 1986. - Chap. 632. 

Be it enacted, e tc . . as follows: 

SECTION 1. Chapter 175 of the General Laws is hereby amended by 
adding after section 196, added by section 16 of chapter 223 of the acts 
of 1985, the following seven sections:-

Section 197. The following words as used in sections one hundred and 
ninety-seven to two hundred and three, inclusive, shall, unless the 
context clearly requires otherwise, have the following meanings: 

"Conservation", any at tempt by the existing insurer or its agent or 
broker to dissuade a policy owner from the replacement of existing life 
insurance or annuity. Conservation does not include routine 
administrative procedures such as la te payment reminders, la te payment 
offers or reinstatement offers. 

"Direct-response sales", any sale of life insurance or annuity where 
the insurer does not utilize an agent in the sale or delivery of the policy. 

"Existing insurer", the insurance company whose policy is or will be 
changed or terminated as provided in the definition of "replacement". 

"Existing life insurance or annuity", any life insurance or annuity in 
force, including life insurance under a binding or conditional receipt or a 
life insurance policy or annuity that is within an unconditional refund 
period. 

"Registered contract", variable annuities, investment annuities, 
variable life insurance under which the death benefits and cash values 
vary in accordance with unit values of investments held in a separate 
account, or any other contracts issued by life insurance companies which 
are registered with the federal Securities and Exchange Commission. 

"Replacement", any transaction in which new life insurance or a new 
annuity is to be purchased, and it is known or should be known to the 
proposing agent or broker or to the proposing insurer if there is no agent, 
that by reason of such transaction, existing life insurance or annuity has 
been or is to be: 

(a) lapsed, forfeited, surrendered or otherwise terminated; 
(b) converted to reduced paid-up insurance, continued as extended 

term insurance, or otherwise reduced in value by the use of nonforfeiture 
benefits or other policy values; 

(c) amended so as to effect either a reduction in benefits or in the 
term for which coverage would otherwise remain in force or for which 
benefits would be paid; 

(d) reissued with any reduction in cash value; or 
(e) pledged as collateral or subjected to borrowing, whether in a single 

loan or under a schedule or borrowing over a period of time for amounts 
in the aggregate exceeding twenty-five per cent of the loan value set 
forth in the policy. 

"Replacing insurer", the insurance company that issues or proposes to 
issue a new policy or contract which is a replacement of existing life 
insurance or annuity. 

Section 198. Unless otherwise specifically included, sections one 
hundred and ninety-seven to two hundred and three, inclusive, shall not 
apply to transactions involving: 

(a) credit life insurance; 
(b) group life insurance or group annuities; 
(c) proposed life insurance that is to replace life insurance under a 

binding or conditional receipt issued by the same company; 
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(d) transactions where the replacing insurer and the existing insurer 
are the same, or are subsidiaries or affiliates under common ownership 
or control; provided, however, that agents or brokers proposing 
replacement shall comply with the requirements for agents who initiate 
the application; 

(e) insurance paid for wholly or partly by the insured's employer or by 
an association of which the insured is a member, or insurance in a 
qualified pension, profit sharing or other benefit plan; 

(f) life insurance policies issued in connection with a pension, 
profit-sharing or other benefit plan qualifying for tax deductibility of 
premiums. 

Registered contracts shall be exempt from the provisions requiring 
policy summary or ledger statement information; provided however, that 
premium or contract contribution amounts and identification of the 
appropriate prospectus or offering circular shall be required in lieu 
thereof. 

Section 199. Each agent or broker who initiates the application shall 
submit to the insurer to which an application for life insurance or 
annuity is presented, with or as part of each application: 

(a) a statement signed by the applicant as to whether replacement of 
existing life insurance or annuity is involved in the transaction; and 

(b) a signed statement as to whether the agent or broker knows 
replacement is or may be involved in the transaction. 

Where a replacement is involved, the agent or broker shall 
(a) present to the applicant, not later than at the time of taking the 

application, a "Notice Regarding Replacement" in the following form or 
other substantially similar form approved by the insurance 
commissioner. The notice shall be signed by both the applicant and 
the agent or broker and left with the applicant. 

NOTICE REGARDING REPLACEMENT REPLACING YOUR 
LIFE INSURANCE POLICY OR ANNUITY? 

Are you thinking about buying a new life insurance policy or annuity 
and discontinuing or changing an existing one? If you are, your decision 
could be a good one, or a mistake. You will not know for sure unless you 
make careful comparison of your existing benefits and the proposed 
benefits. 

Make sure you understand the facts. You should ask the company or 
agent that sold you your existing policy to give you information about it. 

Hear both sides before you decide. This way you can be sure you are 
making a decision that is in your best interest. 

We are required by law to notify your existing company that you may 
be replacing their policy. 

List below the identification of policies which are involved in the 
replacement transaction. 

A p p l i c a n t ' s Signature Date Agent ' s Signature 

Contract Number 

Contract Number 
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Contract Number 

(b) obtain with or as part of each application a list of all existing life 
insurance and annuity to be replaced and identified by name of insurer, 
the insured and contract number. If a contract number has not been 
assigned by the existing insurer, alternative identification, such as an 
application or receipt number, shall be listed. 

(c) leave with the applicant the original or a copy of written or 
printed communications used for presentation to the applicant. 

(d) submit to the replacing insurer with the application a copy of the 
replacement notice; and 

Each agent or broker who uses written or printed communications in a 
conservation shall leave with the applicant the original or a copy of such 
materials used. 

Section 200. Each insurer shall: 
(a) inform its representatives or other personnel responsible for 

compliance with this section of the requirements of this section; and 
(b) require with or as a part of each completed application for life 

insurance or annuity a statement signed by the applicant as to whether 
such proposed insurance or annuity will replace existing life insurance or 
annuity. 

Section 201. Each insurer that uses an agent or broker in a life 
insurance or annuity sale shall: 

(a) require with or as part or each completed application for life 
insurance or annuity, a statement signed by the agent or broker as to 
whether he or she knows replacement is or may be involved in the 
transaction; and 

(b) where a replacement is involved: 
(i) require from the agent or broker with the application for life 

insurance or annuity (1) a list of all of the applicant's existing life 
insurance or annuity to be replaced; and (2) a copy of the replacement 
notice provided the applicant. Such existing life insurance or annuity 
shall be identified by name of insurer, insured and contract number. If a 
number has not been assigned by the existing insurer, alternative 
identification, such as an application or receipt number, shall be listed. 

(ii) send to each existing insurer a written communication advising.of 
the replacement or proposed replacement and the identification 
information obtained, pursuant to paragraph (i) of this subsection and a 
policy summary, contract summary or ledger statement containing policy 
data on the proposed life insurance or annuity as required. Cost indices 
and equivalent level annual dividends figures need not be included in the 
policy summary or ledger statement. This written communication shall 
be made within seven working days of the date the application is 
received in the replacing insurer's home or regional office, or the date 
the proposed policy or contract is issued, whichever is sooner. 

(iii) require that each existing insurer, or such insurer's agent or 
broker that undertakes a conservation shall, within twenty days from the 
date the written communication and the materials required in paragraphs 
(i) and (ii) is received by the existing insurer, furnish the policy owner 
with a policy summary for the existing life insurance or a ledger 
statement containing policy data on the existing policy or annuity. Such 
policy summary or ledger statement shall be completed in accordance 
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with rules established by the commissioner of insurance, except that 
information relating to premiums, cash values, death benefits and 
dividends, if any, shall be computed from the current policy year of the 
existing life insurance. The policy summary or ledger statement shall 
include the amount of any outstanding indebtedness, the sum of any 
dividend accumulations or additions, and may include any other 
information that is not in violation of any regulation or statute. Cost 
indices and equivalent level annual dividend figures need not be 
included. The replacing insurer may request the existing insurer to 
furnish it with a copy of the summaries or ledger statement, which shall 
be furnished within five working days of the receipt of the request. 

(c) in the case of a replacing insurer, maintain evidence of the notice 
regarding replacement, the policy summary, the contract summary and 
any ledger statements used. The existing insurer shall maintain evidence 
of policy summaries, contract summaries or ledger statements used in 
any conservation. Evidence that all requirements were met shall be 
maintained for at least three years or until the conclusion of the next 
succeeding regular examination by the Insurance Department of its state 
of domicile, whichever is earlier. 

(d) in the case of a replacing insurer shall provide in its policy or in a 
separate written notice which is delivered with the policy that the 
applicant has a right to an unconditional refund of all premiums paid, 
which right may be exercised within a period of twenty days commencing 
from the date of delivery of the policy. 

Section 202. If in the solicitation of a direct response sale, the insurer 
did not propose the replacement, and a replacement is involved, the 
insurer shall send to the applicant with the notice regarding replacement 
or other substantially similar form approved by the commissioner. In 
such instances the insurer may delete the last sentence and the 
references to signatures from such notice without having to obtain 
approval of the form from the commissioner. 

If the insurer proposed the replacement it shall: 
(i) provide to applicants or prospective applicants with or as a part of 

the application a notice regarding replacement exhibit A or other 
substantially similar form approved by the commissioner; 

(ii) request from the applicant with or as part of the application, a list 
of all existing life insurance or annuity to be replaced and properly 
identified by name of insurer and insured; and 

(iii) send to each existing insurer a written communication advising of 
the replacement or proposed replacement and the identification 
information obtained, pursuant to paragraph (i) of subsection (b) of 
section two hundred and one of an insurer's responsibility where a 
replacement is involved, and a policy summary, contract summary or 
ledger statement containing policy data on the proposed life insurance or 
annuity as required by the commissioner. 

Cost indices and equivalent level annual dividend figures need not be 
included in the policy summary or ledger statement. This written 
communication shall be made within seven working days of the date the 
application is received in the replacing insurer's home or regional office, 
or the date the proposed policy or contract is issued, whichever is 
sooner, if the applicant furnishes the names of the existing insurers; and 
the replacing insurer shall maintain evidence of the notice regarding 
replacement, the policy summary, the contract summary and any ledger 
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statements used. The existing insurer shall maintain evidence of policy 
summaries, contract summaries or ledger statements used in any 
conservation. Evidence that all requirements were met shall be 
maintained for at least three years or until the conclusion of the next 
succeeding regular examination by the insurance department of its state 
of domicile, whichever is earlier. 

Section 203. A violation of sections one hundred and ninety-seven to 
two hundred and three, inclusive, shall occur if an agent, broker or 
insurer recommends the replacement or conservation of an existing 
policy by use of a substantially inaccurate presentation or comparison of 
an existing contract's premiums and benefits or dividends and values, if 
any. 

Patterns of action by policy owners who purchase replacing policies 
from the same agent or broker, after indicating on applications that 
replacement is not involved, shall be deemed prima facie evidence of the 
agent's or broker's knowledge that replacement was intended in 
connection with sale of those policies, and such patterns of action shall 
be deemed prima facie evidence of the agent's or broker's intent to 
violate the provisions of sections one hundred and ninety-seven to two 
hundred and three, inclusive. 

A replacement of life insurance or annuity which is not transacted 
pursuant to the requirements of sections one hundred and ninety-seven 
to two hundred and three, inclusive, is hereby defined as an unfair 
method of competition and unfair or deceptive acts or practices in the 
business of insurance. 

SECTION 2. Chapter 175 of the General Laws, as amended by section 
16 of chapter 223 of the acts of 1985, is hereby further amended by 
adding the following section:-

Section 197. The commissioner shall, after notice and hearing 
pursuant to chapter thirty A, promulgate regulations governing the 
replacement of life insurance policies and annuities. Such regulations 
shall be based upon the model regulation governing replacement of life 
insurance and annuities developed by the National Association of 
Insurance Commissioners. Such regulations shall, in addition to other 
provisions, require the delivery of a notice regarding replacement of a 
life insurance policy or annuity contract. 

SECTION 3. Section two shall take effect on January first, nineteen 
hundred and eighty-seven. 

SECTION 4. Section one shall take effect on July first, nineteen 
hundred and eighty-seven. The commissioner of insurance shall 
promulgate regulations pursuant to section two and file copies thereof 
with the clerk of the house and with the clerk of the senate on or before 
June first, nineteen hundred and eighty-seven. When said rules are so 
filed, section one shall not take effect. If the commissioner of insurance 
does not promulgate said regulations pursuant to section two of this act 
and does not so file on or before June first, nineteen hundred and 
eighty-seven, section two is hereby repealed as of June second, nineteen 
hundred and eighty-seven. 

Approved December 23, 1986. 
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