


     





     





 

Form MT-20 

 
SBLI’s Replacement Policy 

 
 
SBLI does not encourage Producers replacing life insurance policies or annuity contracts as a marketing 
practice. All producers are responsible for knowing and are expected to comply with SBLI’s replacement 
policies and guidelines in addition to any state regulations regarding replacement.  
 
 A replacement occurs when a customer cancels or lapses all or part of an existing life insurance or annuity 
contract in favor of a new one.  When a customer uses or intends to use funds obtained by the withdrawal, 
surrender, or borrowing of values from an existing life insurance policy to pay all or part of a premium due on a 
new policy, it is a Financed Purchase Transaction and is treated as a replacement.   
 
When a transaction meets this definition, the replacement question on the Application should be answered yes, 
the Producer Replacement Check List and Transmittal Form should be completed and the producer should be in 
compliance with all replacement requirements.  An applicant should receive all information necessary to make a 
decision in his or her best interest, including complying with state requirements and reading the notice 
regarding replacement.  These new procedures apply when any applicant has an existing life insurance 
policy or annuity contract, whether or not they answer yes to the replacement question.  
 
All individualized sales materials, including illustrations or disclosure documents used in the transaction, as 
well as the applicable replacement form must be submitted to SBLI’s home office with the application.   
 
There are situations where there can be a “Good Replacement”.  A “Good Replacement” should have the 
following characteristics: 
 

It benefits the client in the short and long term with no adverse effect. 

The new policy is less expensive. 

No features or benefits are lost, such as lower death benefits, surrender charges, cash values or higher 
guaranteed interest rates. 

No loss of favorable tax benefits occurs. 

No loss of benefits provided by rider, such as guaranteed insurability or waiver of premium occurs. 

New contestability and suicide clauses are explained and are not of significance to the applicant.   
For internal replacements including surrender and exchanges, the insured should be informed that the new 
policy will be credited with the time that has elapsed, under the old policy, relative to the suicide and 
incontestability period.  This rule only applies up to the face amount of the old policy. 

 
Compensation for internal replacements/surrender and exchanges will be adjusted according to company 
guidelines.   
 
I have read the above policy and will comply with all requirements. 
 
 
                                
   Producer’s Signature   Printed Name        Date 




