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Ms. Rebecca C. Heintz

Enforcement Attorney/Insurance Division

Department of Banking, Insurance, Securities and Health Care Administration
State of Vermont

89 Main Street, Drawer 20

Montpelier, VT 05620-3101

RE: Market Conduct Examination
Northbrook Life Insurance Company

Dear Ms. Heintz:

Thank you for the opportunity to provide a response to the Market Conduct
Examination Report of Northbrook Life Insurance Company.

Please note that effective January 1, 2003, Northbrook Life Insurance Company
merged into Alistate Life Insurance Company. As a result, any references herein
to current or future actions or practices by “the Company” pertain to actions and
practices by Allstate Life Insurance Company.

The Company’s response is divided by categories listed in the report for which
the Company has a response. Any recommendation relating to such category for
which the Department is requesting action by the Company is listed below in bold
type in the exact same language as the recommendation appears in the
Summary of Recommendations. The Company’s response follows each
recommendation and is in plain type.

COMPLAINTS

Recommendation: It is recommended the Company add the reason code
“Refusal to Insure” to its complaint handling system and provide proof to
the Department that this has been accomplished.

Allstate Life Insurance Company

3100 Sanders Road, Suite J5B Northbrook, IL 60062-7154 Phone 847.402.9365 Fax 847.402.3781 Email afontana@allstate.com
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RESPONSE: This reason code has been added to the Company's complaint
handling system as of October 2002. Please see the enclosed Exhibit A, which
confirms that this reason has been added to the list of reason codes.

Recommendation: Itis recommended the Company immediately develop
and maintain procedures for filing a summary of its complaint record and
provide written evidence to the Department that this procedure has been
completed.

RESPONSE: The Company has implemented procedures for filing a summary of
its complaint record. Please see the enclosed Exhibit B, which demonstrates the
process flow to help ensure that this requirement is satisfied on an annual basis.

MARKETING AND SALES

Recommendation: It is recommended that the Company develop
guidelines and establish a monitoring system to assure that all producers
are being informed of changes in Vermont statutes and regulations and
have received adequate training to assure compliance with all
requirements.

RESPONSE: It is the practice of the Company to communicate regulatory and
legal requirements to contracted financial services firms. Since producers are
employees of the contracted financial services firms, any training they receive is
prepared and provided by such firms. The Company recently impiemented a
process where notifications of certain new requirements that require action (e.g.,
new form requirements, new disclosure requirements, etc.) by the producers are
sent directly to all impacted producers.

The Company has already taken steps towards implementing certain processes
to help monitor whether appropriate communications to producers has occurred.
Such processes include the examination of quality review and spot check results,
which can be good indicators of compliance with regulatory requirements. The
Company has plans to increase the occurrence of quality reviews and spot
checks in the future.

The Company will also be enhancing its customer survey process on or around
March 1, 2004. The revised surveys will provide the Company with a better
opportunity to help detect potential problem issues. In addition, the Company
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will be conducting analyses using freelook and complaint reports in an effort to
identify any trends that may reflect that the contracted financial services firms are
not following compliance requirements.

Recommendation: It is recommended the Company establish a procedure
and a monitoring system to assure each appointed producer is provided a
written statement of its position as to the acceptability of replacements and
the appropriateness of such transactions.

RESPONSE: ltis the practice of the Company to communicate regulatory and
legal requirements, including those involving replacement activity, directly to the
contracted financial services firms. The firms wili then communicate necessary
information to the producers since these producers are employees of the
contracted financial services firms. To further enhance the Company’s ability to
communicate important information, including its position on the acceptability of
replacement activity, the Company has a web site, which the Company intends to
make available to appointed producers.

The Company has recently taken steps to monitor new business activity, which
the Company believes will help it ensure that producers have an understanding
of the Company’s position and legal and regulatory requirements. For example,
customer surveys are currently sent out to 100% of new business customers
obtained through contracted financial services firms. On or around March 1,
2004, these surveys will be revised to ask whether the policy or contract was a
result of a replacement transaction. The Company will then examine survey
reports to help identify trends that may require corrective action. In addition, the
Company will be conducting analyses using freelook and complaint reports in an
effort to monitor its new business and other activity to help determine if producers
are following requirements. Finally, the Company is planning to conduct regular
service center quality review / spot checks to help identify potential negative
trends and to help ensure producer compliance with the Company’s position on
acceptable replacement activity.

Recommendation: To assure the requirements of Reg. 1-2001-03 are being
met it is recommended the Company establish written procedures for the
New Business Team.

RESPONSE: The Company has established written procedures for the New
Business Team for business received via paper applications. With respect to
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electronic applications (received via Remote Process Entry), the Company is
reviewing this process for enhancements and will establish written procedures for
the New Business Team.

Recommendation: It is recommended the Company incorporate the
statement required by Regulation 1-2001-03 §(4)(C) into its Northbrook
applications and provide proof to the Department that this has been
accomplished.

RESPONSE: The applications have been revised and now include the statement
required by Regulation 1-2001-03 §(4)(C). Enclosed as Exhibit C is a copy of the
transmittal letter and accompanying application to the Department dated May 19,
2003, and approved by the Department on July 23, 2003.

Recommendation: It is recommended the Company develop and
implement procedures to insure that when an existing policy or contract is
being replaced that all producers present the required notice regarding
replacements to the applicant as required of Vermont Regulation 1-2001-03

§(4)(D).

RESPONSE: For paper applications, the Company has already implemented
procedures regarding the required notice for replacements. With respect to
electronic applications (received via Remote Process Entry), the Company is in
the process of developing procedures to help ensure that the required notice is
received for impacted new business.

Recommendation: Itis recommended the Company develop and
implement procedures to insure that all documents required by Regulation
1-2001-03 §3 are submitted to the insurer with the application and that
producers include a statement identifying sales materials used and provide
copies of any individualized sales materials, including illustrations, used in
the transaction.

RESPONSE: For paper applications, the Company has already implemented
procedures regarding the sales material requirement, including the statement
signed by the producer regarding the appropriate use of sales materials. With
respect to electronic applications (received via Remote Process Entry), the
Company is developing procedures to help improve its process.
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Recommendation: It is recommended the Company establish suitability
guidelines and procedures for the contracted financial services firms and
establish a monitoring system to assure all appointed producers are
following these guidelines.

RESPONSE: All contracted financial services firms with which the Company has
selling agreements are legally required and contractually obligated to the
Company to supervise their registered representatives for compliance with the
applicable NASD and SEC rules, including suitability requirements. Although it is
the Company'’s position that it is not legally required to establish a monitoring
system, the Company plans to leverage some new processes being implemented
from which valuable information can be obtained to help monitor the acceptability
of sales. For example, the Company will begin using revised customer surveys
on or around March 1, 2004, for all new business customers from the financial
services firms that will inquire, in part, if the customer and his or her
representative discussed the customer’s current financial situation to help
determine if the product met his or her needs. In addition, the Company will be
conducting analyses using freeloock and complaint reports in an effort to identify
any trends that may reflect that the contracted financial services firms are not
foliowing compliance requirements.

Thank you again for the opportunity to provide a response to the Market Conduct
Examination Report of Northbrook Life Insurance Company. Please contact me
at (847) 402-9365 or Dave Henreckson at (847) 402-5695 if you have any
questions or require any additional information.

Sincerely,

C: Dave Henreckson
Linda Jung
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‘Honorable John Crowley

You're in good hands

Lynda Young
Senior Produst &
Financiat Analyst

May 19, 2003

Contract Development
Commissioner of Insurance and Filing

Division of Insurance

Department of Banking, Insurance, & Securities
89 Main Street, Drawer 20

Montpelier, VT 05620-3101

T ey,

DEPT. Fips np.
APPROVEDR . QIU
DECLINED Gy

E ) o) Y 5 ghh--.hh—-"___'_——-——_.
RE: NLR729VT REPL Application FFECTIVE 0py

VT Filing Number: 7572 e,

Aun: Mr. Thomas J. Crompton

NAIC#: 005-60156

Dear Mr. Crompton:

Enclosed for your review and approval please find single copies of the above-listed forms.

The enclosed application is new and will replace the previously approved application outlined below. The
enciosed application is to be used with Allstate Life Insurance Company’s ("ALIC") annuity programs.

Also in follow up to your letter dated March 24, 2003 (copy enclosed) we will address your following
points:

L. You have referenced a previously approved filing. Please list that form(s) including the
company form number, a brief narrative of the form, the Vermont filing number and the
Vermonr approval date. ]fyau have a stamped approval please include that paper m your

response.

Per your request - enclosed are copies of the stamped’ approval letters for all of the previcusly
epproved forms that this application will be used with.

2 ACKNOWLEDGEMENT: You need to add language above the signature line of your
application which indicares that the applicant understands and acknowledges:

a. That the contract is variable, employs the use of segregated accounts and that the
applicant has received a current prospectus for the contract and the underlying accounts.

0. That any benefits, value or payments based on performance of the segregated accounts
may vary and are NOT guaranteed by your company, any other insurance company; are
NOT guaranteed by the .S, Government or any State Government; are NOT Federally
insured by the FDIC, the Federal Reserve Board or any other agency, Federal or State.

. Additionally, you need to employ language which states, in essence, that all risk is born
by the insured unless the contract aliows some funds 1o be placed in the Company's
General Account.

We feel that we have addressed all of the poinis requested from the eariier filing. I have -
provided you with a marked copy and a clean copy of the application. On the marked
copy [ have identified the areas you requested with the corresponding number on your
letter of March 24, 2003."

Alistate Life Insurance Company
3100 Sanders Road, M2A, Northbrook, IL 60062 Fhone 847.402 1731 Fax B47.326.5224 Email lyoung @ altstate.com

EXHIBIT C



-]

v e e e e te———

3. NON-SPECIFIC VARIABLE LANGUAGE: Your filing contains some pages which are
marked as variable either in their entirety or almost s0. As such, you must remove the .
variable language and re-file. In GROUP policies the Department accepts those variables
which would be truly specific to a given account or specifically unigue only to the
contractholder, however if the Company sees the need io change material and subszannal
paris of the contract, it must be refilled as a new plan.

All bracketing has been removed except for around the varizble sub- -accounts and gptional
riders.

NLR729VT REPL

NLR729VT REPL wili replace application NLR729 which was approved on November 4, 1999. This
applicaton will be used with form numbers NLUS06VT (Contract — approved November 4, 1999),
NLU920 (Amendatory Endorsement — approved April 24, 2000) and NLU963 (Amendatory Endorsement —
approved March 25, 2002). .

We have added the following information to the new, enclosed applications:

1. Northbrook Life Insurance Company has changed to Allstate Life Insurance Company — the

compames merged effective 1/1/03;

We have expanded the Replacement information section;

In the Owner Section we added SS/TIN and the Citizenship question;

In the Signature Section we added W9 tax language and Vermont variable language;

Fund changes which include: UIF Mid Cap Value changing its name to UIF Mid-Cap Core

and Putnam Internationat Growth Fund is changing its name to Putnam International Equity;

and

6. Removed the Performance Income Benefit Option (GuMBTI); and Performance Benefit
Combination Option (GuMBI Combination).

ok

There are no other changes an these applications.

These forms have beer gererated by our home office computer system. These forms may also be
generated using other hardware, which can result in changes in formatiing (e.g., typeface, margins, page
breaks), but the conteats will remain unaffected. .

Enclosed is the filing fee.

This letter is submitted in duplicate so that a copy may be used to acknowledge review and approval. Two
overnight express-envelopes and completed airbills are enclosed for returning approval and any
correspendence. This mailing will ngl impose any charges on your Department.

If you have any questions, please feel free to contact me at the address, phone, or e-maif on my letterhead.
Thank you for your consideration of this matter.

ﬁﬁ r6ynda Young
inancial Anald

Senior Produgt &
Contract Devetgpment and Fl]mcr

3

EXHIBIT C
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FrexiBLE PREMIUM DEFERRED VARIABLE ANNUITY
ISSUED BY: ALLSTATE LIFE INSURANCE COMPANY, NORTHBROOK, ILLINOIS -

e e g b

PO Box 34040, Palatine, 1L 60094 4040

NLR?ZBVT REPL

OWNER(S) Name UOh/) 00 & >§1M .; Bmhgﬁie a/,’ 0// @0
If the owner is a trust or other non-
living entity, it is a surviving owner Address / 0 0 é .C ﬂ/ /d-//? \% OMOE Sec. NOﬂINﬁ % 575?
and will receive any death benefit State lip ‘
due regardless of any beneficiaries Name i F Birthdale i /
designated on the contract Address | Soc. Sec. No/TIN
- Ciy Stale Zip ‘

Are the Owner(s), Annuitant, and Beneficiaryies) US. Citizens? & Ves No I no, list name and country of each in Special instructions.
OwNER Tyee O Individual 3 Non Grantor Trust 3 Corporaig/Assaciation Tax Exempt/NonProfit Organization £ Winor

{3 Partnership Grantor Trust E] Custodial Account Qualified Plan/Type
ANNUITANT Name M & F Bithdate / /
Leave blank if Annuitant is
the same as sole Owner: Address : : Soc. Sec. NoJTIN
otherwise complete. o City Sate  Zip

- Relationship lo Owner

Ben EFICIARY{IES) Name Relationship to Qwner
include additional .
Beneficiary information Soc. Sec. NoJTIN Birindate ! ! %
under Special Instructions. Address City State Zip

Name Relationship to Owner

Soc. Sec. NoJTIN Birthdate / / %

Address City State Zip
PURCHASE PAYMENT/ Total Purchase Payment e

PORTFOLIO SELECTION

PLaNn OPTIONS
AlM Variable Insurance Funds

/—V Morgan Stanley UIF
Emerging Markets Equity

@ Capital Appreciation - Y
@ Growth - Y% Equity Growth
El Premier Equity % international. Magnum

AllianceBernstein Variable Procducts Serles Fund Inc. Mid-Cap Core

® Growth % Mid-Cap Growth .
Growth & Income % B U.S. Real Estate
Premier Growth %, ~ Putnam Variable Trust

LSA Variable Series Trust & Growth & Income
LSA Aggressive Growth — % International Equity

Margan Stanley VIS Small Cap Value
Aggressive Equity o Voyager
Capital Growth o, Yan Kampen Life Investment Trust
Dividend Growth % Comstock
Equity % Emerging Growth
Global Advantage _ % " Fixed Account {if available)
O Glebal Div. Growth % DCA Fixed Account
High Yield o,
Income Builder oy, .
Infarmation % N Total 100 %
Limited Duration % Plan Options (Choose one fiom options available in your stale.
O Maney Market — % If ponie is sefected, base policy will agply):
0 Pac:ﬁ_c Growth —% Performance Death Benefit Option
LI Quality Income Plus ' % (Highest Anniversary Value); or
S&P 590 ndex % (3 Death Benefit Combination Option
o S“.EFE.E'H % {Best of the Best)
8 Utilities %

NLR729VT f 7
29YT REPL EXHIBIT {05/03) 4127



PREFERRE™ CLIENT VA ‘
FLEXIBLE v <EMIUM DEFERRED VARIABLE ANNU i ¥

[SSUED EY: ALLSTATE LIFE INSURANCE Company, NORTHBROOK, ILLINOIS
i ) e e SO
PO Box 94040, alaue, f_ 94 4040 | " NG TIVT RERL

R T T R el e ed e Dy e eyt

Tax QuALIFIED PLAN

OYes & No (I Yes, complete the follov-.;ing.}

O Tradiiional IRA O Roth 1RA ) SEP-IRA © Other
3 Rollover O 401 (a) (pension) & Employer :
[ Transfer (J 403 b (754) Employee
7 Contiibution § Contribution Year
fattach Forrn 5305 for SEP)
REPLACEMENT ’ Do you have any exisiing annwily or lile insurance contracls? Yes A No
INFORMATION Wil this annuity replace or change any existing annuity o life insirance? Yes R No  (f Vas, complele the foliowing.)
Company ' Palicy Mo.
Cost basis amounl Policy Date

SPECIAL [NSTRUCTIONS

SIGNATURE(S) A copy of this application signed by the Representalive will be the eceipt for the first purchase payment. If Allslate Life lnsurance Company
p
{coniract applications and ("Allstate Life”) decfines this application, Allstate Life will have no liablity except to return the first purchase payment.
il nrofiments ar . .
certificate enraliments are I have read the above statemenls and represent that they are complete and true Lo the besl of my knowledge and belief. | agree that this -

referred fo as applications.) » _
application shall be a part of the annuily issued by Aflstate Life. Sy accepting the annuity issued, | agree to any additions or carreclions ta this

application. Allstate Life will-abiair wriiten agreement from me for any change in the benefits, type of plan, or bithdates.

Annuities and insurance products are not.insured by the Fedesal Deposit Insurance Corporation (FDIC), Federal Reserve Board, National Credic
Union Associaiion INCUAJ, National Credit Union Share Insurance Fund [NCLISIE), or zny other agency of the United States, or the bank or
crecit union, or an affliate of the bank or credit union. Annuities are nat chligations of any bank. The financial instituticn does not guarantee
performance by the insurer issuing the annuily. Vasiable annuities involve investment risk, including potential loss of principal. Any benefils,
values or payments based on performance of the segregated accounts may vary {increase or decrease) and are NOT guaranteed by our
company, or any cther insurance company, and are not guaranteed by the U5, government or any state goverament. The awner bears all risk
for amounts allocated to the variable portiolios. Variable annuities are not protected by the Securilies Investor Protection Corporation (SIPC) as
to the foss of the principal zmount invested. ’
I understand that anauity values and income payments based on the investment experience of a separate account are varizble and not
guaranteed as to daflar amoun. | acknowledge receipt of the curren! prospectus for the Flexible Premium Deferred Variable Annuity.

Under penalties of perjury, | certify that;
1. The aumber on this form is my correct taxpayer dentification rumber (or | am wailing for a number to be issued Lo me}, and

2. 1am not subject to backup withholdiag because: (a) | am exempl from backup withholdiag, orl{b) I have nof been notified by the Internal
Reveaue Service (IRS) that | am subject 1o backup withhalding as a result of failure to report all interesl or dividends, or (c) the IRS has
notified me that | am na longer subject (o backup withholding, and

3.Tama U.5. person (including a 1.5, resident alien),

The Internaf Revenye Service does not require your consent fo any provisions of this document ather than the certification required to avoid

hackup withiialdin _
U‘}(ﬁ 4 YK Dai_t*.___.@/_/_/.é_ig
ily ate .
Owner(s W’ M

Annuitant
FINANCIAL ADVISOR To the best of my knowledge the insured has an existing annuity or life insurance contract, [ Yes :é\ No
Use Onty : Do you have any reason ieve that the annuily appliad for is tc replace or change any existing annuily ot life insurance? YESRNO

FA Name (Plea prim)' . @n %,{ m/‘jéhr’hone No.\‘}g_ﬁ ) "é\_dd =YL /k/
/LM’( \Z)m Branch/FA Na.

EXHIBIT C

INSAHN 417177

NLR729VT REPL



