STATE OF NEWYORK
INSURANCE DEPARTMENT
25 BEAVER STREET
NEW YORK, NEW YORK 10004

_____________________________________ 4
In the Matter of
CITICORP INSURANCE AGENCY, INC., STIPULATION
CITICORP INVESTMENT SERVICES No. 2010-0329-S
and SBHU LIFE AGENCY, INC.,
Respondents.
_____________________________________ ¥

WHEREAS, Respondent SBHU Life Agency, Inc. is licensed as an insurance
agent pursuant to Section 2103(a) of the New York Insurance Law (“insurance Law”),
and Respondents Citicorp Insurance Agency, Inc. (“CIAI") and Citicorp Investment
Services (“CIS"} were previously licensed but are no longer operating as insurance
agents pursuant to Section 2103(a) of the insurance Law; and

WHEREAS, insurance business formerly processed through CIS and CIAI is
currently processed through Citigroup Life Agency LLC (“CLA”), which is licensed as an
insurance agent pursuant to Section 2103(a} of the insurance Law and has the authority
to implement the terms and conditions of this stipulation set forth in paragraphs 4
through 7 as to CIS, CIAl and CLA; and

WHEREAS, a market conduct examination {“Examination”) of Respondents
conducted by the New York State Insurance Department (“Department”) for the period
January 1, 2003 through December 31, 2007 {the “Examination Period”) pertaining to
life insurance policies and annuity contracts has revealed certain violations of the
Insurance Law and/or Department Hegulations and certain other issues with respect o
sales practices and complaint handling as set forth below; and

WHEREAS, Respondents have been advised and are aware of their right to
notice and a hearing on any such vigiations; and

WHEREAS, Respondenis wish fo rescive any such violations and other
Examination issuss by entering into a stipulation with the Depariment on the terms and
conditions hereinafter set forth in lisu of proceeding with a formal hearing in this matter;
NOW THEREFORE,
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IT IS HEREBY STIPULATED AND AGREED, by and between Respondenis and
the Department, subject to the approval of the Superintendent of Insurance, as follows:

1. Respondents waive their right to further notice and a hearing in this matter
and, in connecticn with the Examination of Respondents, admit, solely for purposes of
resolving this proceeding, the following:

{a)  When a transaction involving the replacement of an existing life insurance
policy or annuity contract is likely to occur, Section 2123(a)(3) of the Insurance Law and
Section 51.5(c) of Department Regulation 60 [11 NYCRR 51.5(c)] ("Regulation 80")
require the agent or broker to present to the applicant, not later than at the time the
applicant signs the application for replacement of an existing life insurance policy or
annuity contract, the “IMPORTANT Notice Regarding Replacement or Change of Life
Insurance Policies or Annuity Contracts” form and a completed “Disclosure Statement,”
which must include specific information conceming the primary reason{s) for
recommending the new life insurance policy or annuity contract and why the existing
policy or contract does not meet the applicant’s objectives. in addition, the agent or
broker must have the applicant acknowledge thai both forms have been received and
read.

During the Examination Period, on certain occasions invelving
replacement transactions, Respondents did noi present complete, accurate and/or
timely Disclosure Statements to applicants as required under Section 51.5(c) of
Reguiation 60. Deficiencies in the Disclosure Statements inciuded one or more of the
following:

{1 Policy and contract values or surrender charges were
incomplete or inaccurate;

(i1) Disciosure Statements contained blank responses in
the agent’s statement section or erroneous responses of “not
applicable” or “none;”

{iiiy Information in the illusiration for the repiaced policy

did not match the information provided on the Disclosure
Statement; and

{iv} Replacemenis involving muliiple policies did not
contain a composite comparison for ali of the replaced
policies as required.

(b}  During the Examination Period, on certain occasions, Respondents did not
adeguately process and resolve client complaints pertaining to the sale of life insurance
policies or annuity confracts as foliows:



: (;;) Respondents dfi not in certam mstanoes prowde
“their: chents ws'fh detail ad reasons in wrsimg for the deﬂ al of
_.‘complamts Lo : '

-(m) ﬂespondents in ceﬁa;n' ;nstances perm tted
indi vaduals whose responsnb;ilt;es included overseeing
ag@ms and approving sales transactions to review and
determine whether fo cﬁeny orsettle mmplamts with respeci
o pal;c;es in which- the reviewer: had a financial interest in .
the - Qutcome of the - f:c}mpiz:alr;'i thereby ‘potentially.
- compromising th@ fatrness ‘and m;‘.@&rt;ahty of the corﬂpiasnt
.handhng process and. . . o .

{iv)" Respondents in certain mstances Cf:d not maintain”
documentation and records in complaint files sufficient to
enable a meaningful review of the complaint handing.

{c) During the Examination Period, Respondents had in place their own
internal rules, policies and procedures to ensure that a life insurance policy or annuity
contract recommended to a client was suitable for that individual (“suitability
standards”). In cerlain instances, product sales of life insurance policies or annuity
contracts during the Examination Period were inconsistent with Respondenis’ suitability
standards.

2. Respondents state in mitigation that the above violations of Section
51.5{c) of Reguiation 60 were not the result of any deliberate attempt to evade the
requirements of the Insurance Law and Department Regulations.

3. in consequence of the foregoing vioiations of Section 51.5(c) of
Regulation 60, Respondents consent to the payment of a civil penalty in the sum of Two
Mitlion Dollars ($2,000,000.00), recsipt of which is hereby acknowiedged.

4, Respondenis agree io take the following remedial actions:

(a) Respondenis shall continue o rsview their practices and procedures
regarding replacement transactions governed by Reguiation 60 and, within 80 days of
the date of &ppr@vaé of this Stipulation, Hespondents shall report to the Department, in
writing, the policies and procedures ‘{%‘%aé Hespondenis have implemented 1o address the
Regulation B0 deficiency issues raised in this Stipuiation.
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{by  Within 90 days of the date of approval of this Stipulation, Respondents
shall report to the Department, in writing, the policies and procedures that Respondents
have implemented to ensure that in connection with all New York consumer complaints
received by Respondenis pertaining to the sale of life insurance policies or annuity
contracts:

(i} The complaint is promptly reported 1o the insurer that
issued the product, and cooperation is provided to the
insurer in connection with the Hespondents’ and the
insurer’s investigation of the complaint;

{ii) The complaint is handled fairly and objectively and
the final determination of the complaint is not made solely by
any individuals who have a direct financial interest in the
outcome of the complaint;

(i)  Respondents inform the complainant in writing, or
alternatively by the same means the complaint was
communicated to Respondents if not in writing, of the
reason(s) for Respondents’ determination of the complaint or
of any settiement;

(v}  Respondents shall maintain {1} a complaint log of
each complaint received, (2} a copy of each complaint or a
written description thereof for oral complaints, (3} any
external correspondence relating to or regarding the
complaint, and (4) documentation of any action taken by
Respondents in responss to the complaint sufficient for the
Department to readily review the complaint and reconstruct
its disposition; and

(v}  Clients are advised through website disclosure of
Respondents’ complaint procedures, which shall include
prominent notice that complaints may also be filed directly
with the insurer or with the appropriale siate insurance
depariment.

{c) Respondents shail, within 90 days of the date of approval of this
Stipulation, {1} prepare a list of ali New York consumer complaints pertaining te the saie
of life insurance pclicies or annuily coniracts that Respondenis received, whether
written or oral, during the period January 1, 20083 1o present, and (2} advise the insurer
that issued the product of each such complaint and provide the insurer with a summary
of the complaint and the manner in which it was resolved by Respondents.
Respondents shall cooperate with the insurer in connection with any investigation and
rermediation of such complaints.
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5. Hespondenis shall, within 90 days after the date of approval of this
Stipulation, submit a written repori to the Department setting forth in dstail ali actions
that have been taken in compliance with the foregoing paragraph 4{c) of this Stipulation.
Follow-up reporis shall be submitied to the Department every 120 days thereafter untii
Respondents are advised by the Department in writing that such reports are no longer
required.

8. In connection with the sale of life insurance and annuity contracts in this
State, Respondents shall, within 90 days of the date of approval of this Stipulation,
submit to the Department their current policies and procedures designed to comply with
all applicable suitability standards.

7. Respondents agree t¢ take any additional steps necessary to prevent
reoccurrence of the violations that are the subject of this Stipulation.

Dated: New York, New York

/2/ 20 552010

NEW YORK STATE INSURANCE DEPARTMENT
7

2

By: ¥ AP i
Jon G. Rothblatt
Assistant Deputy Superintendent and Counsel

SBHU LIFE AGENCY, INC.

By:
Name:
Title: and Sublicensee
CITIGRCUP LIFE AGENCY LLC
Al ,
By: jfz;&/;;j g7 ;f‘ZA rE S D
Name: '

w T
Frlantl [ DRAG
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5, Respondents shall, within 80 days after the date of approval of this
Stipulation, submit a written report 10 the Department setting forth in detail all actions
that have been taken in compliance with the foregoing.paragraph 4(c) of this Stipulation.
Follow-up reports shall be submitted to the Department every 120 days thereafter until
Respondents are advssed by the Department in writing that such reports are no longer
recuired.

8. in connection with the sale of life insurance and annuity coniracts in this
State, Respondenis shall, within S0 days of the date of approvail of this Stipulation,
submit to the Department their current policies and procedures designed to comply with
ali applicable suitability standards.

7. Respondents agree to t2ke any additional steps necessary to prevent
reoccuirence of the viclations that are the subject of this Stipulation.

Dated: New York, New York
2010
NEW YORK STATE INSURANCE DEPARTMENT

By:

Jon G. Rothbiatt
Assistant Deputy Superintendent and Counsel

SBHU LIFE AGENCY, INC.

s&;e.p we TS va»:; PP "
Title: Pre& veh e N - and Sublicensee

CITIGROUP LIFE AGENCY LLC

By:

Narne:
Title: znd Sublicensee
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STATE OF Mew orle. |
}88.:
COUNTY OF () eatahacher

On this _Z0%% day of November, 2010, before me personally came
e epMea T, Yar unawst, 1o me known to be the individual who executed the
“yregoing Stipulation on behalf ef SBHU Life Agency, Inc. and acknowledged that

he/she sg.didnne A DIPIETRD
NOTARY PUBLIC -STATE OF NEW YORK

Wo. Q1DIs107507
Budlifled in Wesichesier County //
My Commission Explires April 08, 20%2 %

Notary Public
STATE OF }
¥88..
COUNTY OF }
On this day of November, 2010, before me personally came

. io me knowrn to be the individual who executed the
foregoing Stipulation on behalf of Citigroup Life Agency LLC and acknowiedged that
hefshe so did.

- Notary Public

THE FOREGOING STIPULATION IS HEREBY APPROVED.

Dated: New York, New \"mk
2010

JAMES J WRYNN
Superiniendent of Insurance

By:

Martha A. Lees
Deputy Superintendent and General Counsel
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STATE OF )
88,
COUNTY OF )
On this day of November, 2010, before me personally came

, 1o me known io be the individual who executed the
foregoing Stipulation on behalf of SBHU Life Agency, inc. and acknowledged that
he/she so did.

Notary Public

STATEOF N7 )

)ss.:
COUNTY OF A

MWWMO&;‘%. S

On this J{g;;_ day of E)ecember 2010, before me personally came
Frtal. D EAGe 1e known, who, being by me duly sworn,
did depose and say that he/she resides at ,/ AL ; that
he/she is a senior vice-president, wealth management and the authorized sgnatory of
Citigroup Life Agency LLC, the corporation described in and which executed the above
instrument; and that he/she signed hls/her name thereto by order of the board of
directors of said corporation. :

aETH O MARCUS /
enary Public, Shae of Hew Yk i ;
BAABIEEEED i - ; SUUF " i v
New Yok Counly | RS K Notary Public
sion Expleas Mk £, 2011

THE FOREGOING STIPULATION I8 HEREBY APPROVED.

Dated: New Yoz*k New York
Tty *fi‘ 2010

JAMES J. WRYNN
Superintendent of Insurance

By: Wiphhe, § Fet.
Martha A. Lees
Deputy Superintendent and General Counsel



