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ALLIANZ LIFE INSURANCE COMPANY OF NORTH AMERICA.

REGULATORY SETTLEMENT AGREEMENT

This Regulatory Settlement Agreement (hereinafter the. “Agreement”, is entered into on:
the dates. set forth below, by and among Allianz Life Insurance Company of North Amierica
(hereinafter “Alliatz” or “the Company”), the states of Towa, Florida, Minnesota and Missouri
(hereinatfer the “Lead States”), and the other states that agree to become & party fo this
Agreement by executing and delivering ajoinder :‘in':-the.:fozm- of Exhibit A hereto (the:Lead States
and such other states being referred to collectively hereinafter as the “Participating States”™).

L PREAMBLE

‘WHEREAS, the Lead States have conducted a review of the -Compa-n-y practices (the
Review™), focused on Allianz’s fixed anniuity products for the time. period of January 1, 2001
through December-31, 2008 (“the Review Period™;

WHEREAS, the Partiés désire to enter into an agreement with Allianz to ‘resolve
questions and issues which arose during the Review and to provide certain remedial actions with
respect to Allianz’s annuity sales during the Review Period; and

WHEREAS, these agreements are contained ini two principal Articles.of this Agreement:
Article: TV - the Corrective Action and Confirmation Plan Articles and Article V - thé
Remediation Plan Arficle;

NOW therefore, in consideration of the respective: covenants made by the Parties herein
and interiding to be legally bound, Allianz and the: Pirticipating States hereby stipulate and agree
as follows..

II.  DEFINITIONS

For purposes.of this Agreemest the following definitions apply:



1. “Agreement” means this Regulatory Settlement: Agreemerit, including its
Exhibits; as the:same may be amended from time to time as provided hérein.

2, *Annuity” and “Annuities” means any fixed annuity (whether or nof indexed).
issued by Allianz during the Review Period in & Participating State with a required deferral
period.of one (1) year or more..

3. “Categorization Date” means the date on which the letter in the: forn of Exhibit
E.to-this Agreement is sent to the owner of a Remediation Annuity.

4, “Complaint” means a complaint, from whatever source, that is listed on
Allianz’s complaint log with a date on'or before March 31, 2013 relating to-a Two-Tier Annuily
igsued during the Review Period.

5, “Effective Date® meaiss the date refetred to as the Effective Date-as.deseribed
and defined:in Section X.2. of this Agreement.

6. “Execution Date” means the daté of the signature of the last:of the Lead States
and Adlianz-to execute the signature pages of this Agreerient.

7. “Leéad State” or “Lead States” means. one: or more of the following states:
Florida; lowa; Minnesota: and Missouti.

8. “Monetary Penalty” means the sum referenced i Article VIIL of this
Agreement:

9, “Notification Letter” means the letter to cerfain anfivity: owners described. in.
Section V2. of this Agreemenit, in the form of Extibit E.of this Agreement.

10.  “Participating State” or “Participating States™ means the Lead States (Jowa,
Florida, Missouri and Mirmesota).and each of the following states that agrees to become a party

tor this Agreement by execiiting and delivering to Allianz (with a copy to the Lead States) a



joinder to this Agreement ‘in the form attached. hereto as Exhibit A: Alaskay Connecticut;
District of Columbia; Georgia; Idaho; IHinidis; Kansas; Kentucky; Louisiana; Maryland;
Massachusetts; Michigan; Mississippi; Montana; Nebraska; Nevada; New Jersey; North
Caroling; North Dakota; Ohio; Oklahomay Oregon; Pennsylvania; Rhode Island; South
Caroling; South Dakota; Texas; Virginia; Washington; West Virginia; and Wyoming:
Additional states not listed above, other than California, New York and Vermont, may
patticipate as parties téf'fhis,Agreememiif‘sn.éft: states sign and deliver to Allianz:(with-a copy to
the Lead States)-ajoinder to this Agreement in the form attached hereto as Exhibit A.

1. “Parties” means the insurance departments of each of the Participating States
and.Allianz.

2. “Pro Rata Allocation of Monetary Penalty™ means the sum resulting from the
calculation:set forthin Article VIIL of this Agreement.

13,  “Remediation Annuities” means all Two-Tier Annuities, issued during the
Review Period with respect to which 4 Complaint, as defined in Paragraph 4 above; was
received, subject o the exclusions set forth in Section Vi1, of this Agreament,

14.  “Reports™ means the implementation and monitoring-reports desctibed in Article:
VI. of this. Agreement:.

15.  “Review File” means ail documents and other materials maintained by Allianz,
in the ordinary course of its business concerning a Remediation Annuity, as supplémented by
any materials properly and timely submitted by the owner(sy of a Remediation Annuity
pursuant to the terms of Article V.2.4.ii. of this: Agreement and any supplementation by Allianz
or the States.

16.  “Review Petiod” méans January 1, 2001 through December 31, 2008, inclusive,



17.  “Review Process™ means the process for re-evaluating complaints previously
submiifed to Allianz or the Participating States by owners of Remediation Annuities as
described in Article V of this Agreement.

18, “Scope of the Review” means Allianz’s marketing and sale of the Annuities,
as defined in Item 2 above; procedures for issuing the Annuities; suitability of the
Annuities; and practices for handling complaints, replacements, and surrenders
related to the Annuities, during the Review Period.

19:  “State” mieans any one of the United States of America, the Distriet of Colurmbia.
or United States” terrifories:

20.  “Statement of Understanding” or “SOU* means a document prepared by Allianz
that'was used:as a disclosure document diiring the sales process.

21 “Two-Tier Annuities” means the: following annuity products issued by Allianz
during the Review Period: 10% Bonus PowerDes- Elite; 10%. Buffet: (a/k/a Instant Cash Bonys
Annuity 10)%:5% Bonus PowerDex Elite; 5% Buffet (a/k/a Accumulator Biiffet Anniity 5); 6%
Buffet (a/k/a Accunulator Buffet Annuity 6); 7% Buffet (a/k/a Accumulator Buffet Annuity 7);
8% Buffet (a/k/a Accumulafor Buffet Annuity 8); 9% Buffet (a/k/d Accumuldtor Buffet
Annuity 9); Aceum 12 (a/k/a Instant Cash Bonus Annuity 12); Accumulator 6% Cash Bonus
Annuity; Aceumulator 7% Cash Bomus Annuity; Accumulator 8% Cash Bonus Anpuity,
Aecumulator 9% Cash Bonus Annuity; Accumulator 10% Cash Bonus. Annuity; Accumirlator
12% Cash Bonus Annuity; Accumulator 14% Cash: Bonus Annuity; Bonus Maxxx; Bcn;us
Maxxx 12%; Bonus Maxxx 14%; Bonus Maxxx Elite (a/k/a Aceimulator Bonus Maxxx Elite);

BonugDex; BonusDex Elite; Buffet 14% (a/k/a Accumulator Buffef Annuity 14); Cash Bonus



Elite Annirity; InCommand Dex; InfiniDex 10; MasterDex 10; MasterDex 10 Plus; Power Rate
5'Flites and PowerRate 5.

22.  The terms “he or she™ and “his .or-her” include: “it” or “its,” where applicablé.
Defined terms expressed. in. the singular also: inclirde: the plural form of such term, and vice
versa, where applicable.

23. Al references hérein to- Articles, Sections, paragraphs. and exhibits refer to
Atticles, Sections; paragraphs-and-exhibits of and:to this Agreement, unless otherwise expressly
stated in the referernces

24.  All capitalized terms used biit ot défined in this Agfeement shall have the
meanings-ascribed.to them in the: Agreement;

III. BACKGROQUND

L. Allianz is a Minfiesota-domiciléd. insurer, and at all relevant times has: been a
licensed insurance company in‘all of the Participating States.

2. This Agteenient is the product of negofiations between Allianz and the Lead
States on behalfof the Participating States following the comipletion:of the Review:

3. The Scope of the Review was limited to: the: Review Period dnd encompassed.
Allianz’s marketing ‘and sale of the Arinuities; procedures for issuing the Anntiities; suitability of
the Aninuities; and praetices for handling:complaints, replacements, and surrendeéry related 1o the
Anpuities.

4. Allianz implemented various enhancements and corrective actions: before and
during the pendency of the Review that resulted in its current business practices.

5; Statement of Allianz; Allianz wishes. tor resolve the Réview in. the interest of

comiptomise, to:avoid the disraption of its business, and for other reasons; but does not-adinit or



conéede any actual of potential violation, fault; wrongdoing, or liability in connection with: the
Review:

IV. CORRECTIVE ACTION AND CONFIRMATION PLAN.

Allianz agrees to implement the following business: practices within the time frames set
forth below. Allianz agrees to mintain the business practices déscribed in this Correetive
Aetion: and ‘Confirmation Plan for a perfod of no: less than two years from' the Effective Date,
except that it reserves the right to:modify such business practices within the two-year period to
the extent necessary to either: (1) maintain compliance with the applicable laws of ‘any of the
Participating Stafes, as such laws:may be modified by the Participating States from: time to; tirie;
or:(2) provide greater disclosure, clarity, benefits of protections for consumers. Any material
modifications that Allianz makes to such business practices will be described in the Reports
required of Allianz by Article V1. of this Agreement.

L Annuity Annual Reports/Annual Statements for Two-Tier Annuities

a. Allianz’s Current Business Practice.

On or sbout the anniversary date of the issuance of its annuities, Allianz mails to annuity
owners: an annual report, which. pr"ovidesi information. about the: value(s) of the annuity and
certain activity and allocation decisions regarding the annuity.

b. Aﬁia'_nz’s New Biisiness Piactice Under the Corrective Action and
Confirmation Plan

Allianz and the Lead States have agreed Gpon revised templates for annual reporis for
Allidnz’s Two-Tier Annuities, copies of which are Exhibit B of this Agreement: The new format
annual reports will not contain any references to th term “vield,” and-will be used by Allianz:for

annual reports for Two-Tier Annuities mailed by Allianz beginning no latet than 180 days aftet



the: Effective Diate. Allianz may make changes. to the format and presentation: of the anmual
reports-which do not affect the substance of the disclosures.

2. AgentOversight Program

4. Allianz’s Current Business Practice

The Allianz Agent Oversiglit Program (1) reviews data, including: the percentage of the
agent’s new business that consists of replacements; and the: volume of the agent's new business.
applications that require enhanced suitability review or have been rejected on suitability grounds;
{2) consolidates data regarding potential agent risks and develops an agent profile as:a-predicate
for informed decistons regarding the agent’s conduct; and (3) addresses conduct that falls: short
of Allianz’s/expectations; as outlined to agentsin Allianz's business policies, practices and agent
code of conduct. Allianz periodically reviews and revises this progtam to imprové the
identification of risky agent behavior.,

The Agent Oversight program is supplerhented by the Company’s Special Ihvestigations
Unit (“SIU7) program, which investigates allegations of agent fraud, forgery and other forms of
serious misconduct and Teporis to’ state insurafice de‘parﬁnefnt‘s; or:ather-third parties as required

by applicable law.

b. Allianz's Neéw Businiess Practice Under the Corrective Action and
Confirmation Plan

Allfanz will maintain its current Agent Oversight and. SIU' programs for a.minimum of
two years from the: Effective Date. Allianz retains the right fo enhance: these programs. Allianz
will provide reports on the comimittee’s activity as a part:of the reports required under Article VI

of this Agreement.,



3. Consumer Complaints— Administrative Coding

a, Allianz’s Current Business Practice

Allianz mamtains electronic copies and an-electronic database-of all complaints received
from consumets. Allianz personnel review each new comiplaint to determine the réasoris or bases:
for each.complaint, and-assign in the:database-a primary and, in many:cases, a secondary “redson
code,” Complaints that' alfege a mistepresentation in the annuity sale process are assigned a
“misrepresentation” code as the primary or secondary reason code if misrepresentation i8 the:
primary of secondary basis for the complaint. Complaints are categorized and coded regardless.
of the pereeived credibility orlack of credibility of statéments made in the: corplaint.

Allianz’s database permits a user to seareh, sort and select complaints with any reason
code:for review:

Allianz’s management uses the “reason codes™ to-monifor trends in the complaints being
recetved and to perform analysis and other aetivitics. The “reason codes” have no-impact upon:
how-a complaint is investigated and resolved.

B Alhanz’s New Bn'sihess Practice Under the: Corrective:Action.and
Confirmation Plan

Allianz will modify its. complaint database and new complaint coding process, so thata
new complaint shall be assigned a “misrepresentation” complaint code if the complaint may
redsonably be found to: fit onie or more of the follewing categories, even if such descriptions are:
not the predominant focus-or theme:of the complaint: (1) alleges or deseribes.a misrépresentation,
by an Adlianz agent in the annuity sale process; (2) alleges or describes a misrepresentation in,
written materials: used by the agent in the sale process that purported to deseribe the annuity
being offeted for sale; or (3) alleges that the consumer reeeived misleading or inadequate

disclosures during the' annuity sale process with respect to features of the Antuity that -were



malterial to the needs and objectives of the purchaser of the Annuity. Complaints will continueto
be assignied & thisrepresentation reasoi. code as its primary code if the: complaint fs primarily
based on allegations of misrepresentation. IF the complaint is not primarily based on' alléged
misrepresentation, but includes any allegations of misrepresentation, the: complaint will be
assigned a secondary code of misrepresentation. As a result, all complaints alleging
mistepresentation-will be idenitified as.such in-either the primary or secondary reason code.

The Company’s current: procedurés will be revised to explicitly state that allegations. of
misfepresentation are not to be discounted due to 3 perception that such allegations. are not
credible, and' that any comiplaint that contains allegations fitting the categories deseribed in the
preceding paragraph shall be:coded as a misrepresentation regardless of the number, substance of
pereeived stréngﬁﬁ-r or weakness of all of the issies identified in the complaint. The: complaint
coding provess will continue to' be subject t0 periodic quality control checks. Theke
enhancements will be-implemented within six-(6):months of the Effective Date,

4. Consumer Complaints.- Review Procéss

oh Allianz’s Current Busingss Practice

Allianz’s complaint. investigation process includes reviewing the siudtability, at the time of
the sale, of the-sale of each annuity that is the subject of a complaint, 1f neeessary, that includes:
gathering necessary factual information not contained in Allianz’s records, In determining the
appropriate action te: take in response o suitability-related issues, complaint handlers may
consult with members of Allianz’s Suitability Review team. If it is determined, during the
handling of & complaint, that the sale of an-annuity was not suifable:for the-purchaser at the time
of the-sale, based upon applicable legal requirements or Allianz suitability standards in-effect as
of the date of the issuance of the Amnuity contract, appropriate remediation is offéred to the

consumer, even if suitability was not an explicit basis-for the- complaint.



b. Allianz’s New Business Practive Under the Corrective: Action and
Confirmiation: Plan

Allianz’s current complaint handlinig procednres will be-revised to: (1) more: explicitly
require that for complaints involvingeither misrepresentation or suitability, complaint handlers
will conduet a suitability review and. - misrepresentation review using any applicable: legal
requirements ‘and Allianz snitability or misrepresentation teview standards in effect 4t the time:
the. Annuity was issued; (2) require; where: appropriate, formal consultation with the: Suitability
Review team; and (3) re-state Allianz’s cominitient to taking:-approprifate?activnwhenewer a sale:
is deemed to be unsuitable under applicable legal requirements or Alliasiz siritability standards.
Altianz will iniplément these changes within six months of the Effective Date.

s Disclosures

a Allfanz’s Current Business Practice:

Allianz currently provides various disclosure materials, including brochures and other
materfals required o be pravided to (and, in some cases, executed by) the purchaser-during the
sales process. These materialsare tailored to réflect the diffétences in the structiife 2nd operation
of the various Allianz annuity policies.

b.  Alliang’s New Business Prictice Under the Cotrective: Action and
Confirmation Plar

Allianz agrees to develop and require the agents to provide prospective purchasers: of
Two-Tier Arinuities'in every State a short amnuity contract disclosure:document (“the Disclosure:
Statement”). Exhibit C contains an example of the Disclosuse Statement, which is acceptable.for
use: in the sale of Two-Tier Annuities in States: which-have not adopted, conflicting disclosure.
requitements: Allianz may modify the Disclosure Statérent as may be-necessary to comply with
appl.icjable law; including the particular requirements of specific states as they miay change from

time Io time, changes in 115 business practices, chariges to the features of its Two-Tier Annuity

10



products; or the introdnction of iew Two-Tier Annuity products: Agents will be instrueted to
provide the Disclosure Statement to the applicantat ot before the date of the application. Allianz
will implement these changes.within six months of the Effeetive Date.

6. The Review of Advertising Materials, Including Agent Training Materials

2. Allignz’s Current Business Practice

Allianz’s advertising compliance group reviews and approves all advertisitig: misterial
prepared-by Allianz for use in the'sale of annuities or agent tra‘ining5 whether it is intended to be.
used with consurners in the ‘sale of annuities or for-agent use only. Each piece of advertising is
assigned a unique tracking number and is reviewed for compliance with Allianz's advertising:
manial, which provides. detailed guidelines for compliance with: applicable Taws and practices.
Materials may be approved; disapproved, or retimed for specifie chianges prior to re-submittal.

Allignz represents that every pieee of advertising prepared by Allianz producers. (L.e:
agents or Field Marketing Organizations) whicl mentions Alliana’s fatne ot an Allianz prodiict
is required to be submitted to Allianz’s advertising compliance group. fé‘r'réyiew and approval
prior to use; The contracts which Aflianz enteted into wilhits dppointed agents and contracted
Field Marketing Organizations during the Review Period require the submission of such
materials to Allianz for review and. approval prior to their use in the sale of Allianz annuities,
These materials are reviewed and evaluated using the same process and advertising guidelines
manial used for the: review of materials prepared.by: Allianz.

b. Allianz’s New: ‘B’usin‘f:ss. Practice Under the Corrective Action and.
Confirmation Plan

Allianz. will continue to-enforce ifs-current advertising review procedires and guidelines
for-all advertising materials as described above, for a period of no less. than two:years after the

Effective Date.

11



1. Replacements.

4. Allianz’s Current Business Practice:

Allianz has replacement procedures in place desiened to: comply with the requitements-of
‘each state: In states that have adopted the NAIC Life and Annuitics Replacement ‘Model
Régulation (*Replacement Modet™), or similar-requirements, Allianz, sends annuity ownérs wha
provide notice of an intention to replace an Alliariz annuity a notification letter required by
Section 6 of the Replacement Model. With respect to annuities with an annuity valie of ‘greater
than $100,000.00, Allianz provides additional replacement disclosures.

Allianz permits the replacement ‘of onie Allianz annuity with ancther Allianz. ansuity
(sometimes refetred fo a8 internal replacementsy only in limited circumstances. All such
transactions are subject to Alliariz’s suitability review process, which.réquires-elevated suitability
review if certain factors-are-present in the proposed fransaction:

b. All-ihnz*’s: New Bisiness Practice Under the: Corrective Action-and
Confirmation Plan.

Allianz will maintain its existing replacement procedures for rio less than two:years afier
the Efféctive Date, except for the-following changes; which it commits-to for 1o less than the
same two-year petiod. Allianz will send the notification required by Section 6(B) and 6(C)-of
the: Replacement ‘Model to: all annuity owners in Participating States surrenderiiig a Two-Tist
Annuity. Allianz will also adopt replacement -monitoring: elemeiits found in Section.4 of the
Replacement Model in all Participating States. Specifically, Allianz will implenient Sections,
4(A)(2) and (5), Section 4(BY(3)-(5), Section 4(C) and Section 4(H)of the Replacement: Model:
The: notification referred. to in. this Section ‘will be it the: form attached fo this: Agreement: as.

Exhibit D. Allianz will iriplement these changes within six.months of the Effective Date.



V. REMEDIATION PLAN

Allianz agrees to implement the following plan for the. remediation of cerfain Anpuities.

which have been'the subject of complaints.

T Remediation Annuities

The Annuities eligible for the: Review Process:are referred fo as Remediation. Anmuities,

Remediation Annuities consist 6f all Two-Tier Annuities issied during the Review Period with

respect to which a Complaint, as defined in Paragraph 4 above, was teceived, except ‘that the

following categories ate hereby exchuded:

s

annuities jncluded in the setflement class:in Castello v: Allianz Life
Insurance Company, Case: No.; MC. 0320405, in State of Minnesota;

County of Hennepin, District Court; Fourth- Judicial Districty

antinities-included in the setilement class inJorio v. Allianz Life Insurance:

Company, Case No. 05-cv-0633 JLS. (CAB), in the: United States District
Court fof the Southern District of California:

annuities eligible for the remediation process conducted it connecton

with the Conscnt Judgment filed on. October 8, 2007 in the State of
Minnesota, County of Hennepin, District Court, Fourth Judiciat District as
& part of its settlement with the Minnesota Atforney General’s Office:

anpuities eligible for the remediation process. conducted in connection
with the Stipulation and Waiver dgreemenit of February 14, 2008 with the
Californis Departmentof Insurances.

annuitfes as to which the: annuity owner is or was personally represetited
by counsel of their choice in an individual or class action lawsuit agAingt
Alljanz alleging point of 'salé misrepresentation, (this exclusion from the
remediation process shall ot include members of the. Mooney and Negrete
classes other than the named plaintiffs:in those two cases); and

annuities withrespeet to'which Allianz has previously provided orioffered
the annuity owner rescission, which offer included the return to the.
annuity owner of all premium paid to Allianz for that annuity; whetber

such.offerwas a result of & compléint or otherwise.

3



2. Review Process.

The Review- Process shall assess whether each sale of 2 Renediation Annuity ‘was.

appropﬁai’é; by determining: (1) whether there was‘a misrepreésentation o omission by Allianz, or:

the sales' agent in the: process of the solicitation, sale, and/or issuance of the: Remediation

Amnuity; and (2) whether the Remediation Annuity was unsuitable for the original owner under

Allianz’s procedures or applicable law for the state of ssue at: the time of fhe tssuatice of the

Remediation Annuitya The Reviéw Process:shall be conducted inthe following manner;

a. Reviewers:

i' 5

iil.

Allianz shall train and supervise Reviewers fo implement dnd
administer this Remediation Plan accurately and fairly. Reviewers
shall review the Notification Letters. that are timely teturned by
Remediation Antuity owners; and any documents and:information
submitted. by Remediation Annuity owneis i connection

{hetewith.

. Alljanz shall prepate ‘and present a training séssion for the

Reviewer(s), and shall. provide: reasonable:supervision and support
for the Ré~viEWBri(S)'» thibughout the dufation of the Review Process
described in this Remediation Plan:

In the event of a change in the Reviewer(s), each new Reviewer
shall be giveri similar iraining prior t0 commencing the

performance of his or her duties.

14



b. Identification of Remediation Annuitics

i. All Remediation Annuity complaints previously coded by Allianz

Jig

iii.

as misrepresentation and/or suitability complaints shall be
automatieally included in'such Review Process.

Allianz also: shall condiict a manual review of all additional
Complaints. relating to Two-Tier Annuifies issued during the.
Review Period whieh were not coded as misrepresentation and/or
suitability complaints in-an attempt to identify any other claims:of

misrepresentations/omissions andfor alleged unsuitability:.

In addition, Allianz will review all Complaints that any

Participating State insurance deparfment forwards to Allianz.

. All  Complaitts  determiited  to jnvelve  claims  of

misrepresentations/omissions and/or unsuitability shall be included

in the Review: Process as part of the Remediation Annuities.

¢ Mailingof Notification Letter

1.

Allianz shall verify the addresses of Remediztion Annuity owners:

through the U.S. Postal Serviee’s. National Change of Addvess

Database,

.+ Allianz shall send owners. of those Remediation Annuities

identified as having been the subject of a Complaint involving a
claint of misrepresentation or omiissions and/or suitability' a
Notification Letter substantially in the form of Exhibiit E hereto,

advising them that Allianz is furthér reviewing Complaints and

15



iif.

v

that. owners may elect to participate i the Review Process: and fo-
submit additional nformation to be: considered as part of that
TeVIEW:

If - Notification Letter is returned with a forwarding ‘address,
Alffanz shall promptly remail it to the forwarditie address.

If a Notification: Letter is returned without'a forwarding address,
Allianz shall make reasonable attempts to fifid a correct address,
including the Accurint verification service, and if an updated

address is obtaiiied, prompily remail the Notification Letter:

d. Annuity Owners*election to participate in Review Process

i.

iif.

The requirements for electing participation in the Review Process
and for providing information in connection theréwith shall be s
set forth-in this Remediation Plan and the Notification Letter:
Owners who wish for theif complaint to be included in the Review
Process shall complete the: Notification Letter in the specified
mannerand return it to Allianz postmarked within sixty (60 days
of the response deadline noted in ‘the Notification Letter, along
with any additional information to be considered in the Review
Progess.

Remediation Annuity owners wha are not natgral persons: and/or,
persoris who. are acting in a representative capacity ofi behalf of a

Remediation: Annuity owner shall provide evidence of authority to

16



iv.

act with regard tothe Annuity within sixty (60) days of receipt of
the. Notification Letter.

If a returned Notification. Letter is not properly cotiipleted and
signed, orif the-signature on the:returned Notification Letter is not:
that of the addiessee, and the signer does not submit ‘with the:
returned Notification Letter proof of histher authority to act with
respect t0 the Remediation. Annuity it question, Allianz shall
notify the addresseeof the Notificationt Letter-of such deficiencies:
dnd allow sixty (60) days to eure the deficiency. Absent ihe
submission of appropiiate evidence of authority o act with respeet
to an annuity' by the end of the 60 day cure. period; only the
addressee of u Notification Lettér may pasticipate in the: Review

Process withrespect to'a.Remediation Annuity.

e. Review of Remediation Annuity Complaints

i

it

Reviewers shall review Complaints and any documents and
information submitted by Remediation Annuity owners who timely
and validly elested to participate in the Review Process, pursuant
tor the Evaluation Factors and. Evaluation Guidelines set forth in:
Sections V.3, and ‘V.4..of this Agreément:

The Review File for each-Remediation Annuity shall include: (1)

all documents and other materials concerning & Rermediation

‘Annuity maintained in the ordinary course of business by Allianz

or Tecetved from its agents; (2) any matetials timely and properly
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submiitted by a Remediation Annuity ownet; and (3) any maierials
gathered: by Allianz or Participating States in response: to; or
relating to the Remediation Annuity owner’s submissions.

iii. Based solely on the Review File, the Reviewer shill find the.
commplaint either “Tustified” or “Not Justified”” in ‘accordance with
the Evaluation Factors, Evaluation Guidelines, the miaterials
desciibed above for the Review File and other applicable
provisions of this Remediation Plan.

tv. The Reviewer shall promptly give written notification of' sueh
determination to the. owner substantially in the: form of Exhibit E
and Exhibit:G herefo, respectively,

%, Alliiu’i’z‘fsghétliimaﬂi‘hﬁi“nfé‘eemplete. copy of the materials.considered
by Reviewer(s) and the conclusions reached by the: Réiziemr(s);
which-shall be-made available to:the Auditor as.defined in: Section
V.6. herein:

f. Neither the: Reviewer nor the Auditor shall have the-authority 1o deviate
from the Evaluation Guidelines and Evaluation Factors when cons idering:
a complaint or to-award any relief different in any respece ot to-any degrtée
from that specified herein.. For complaints determined by the Reviewer-o
be “Justified,” Allianz shall provide the owner the: option to. rescind the
subject annuity in accordance with the terms and conditions. of this
Remediation Plan. Except only as: expressly provided hérein, Allianz’s

categorization-of Annuities as Remediation Annuities, {he Review Process
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with respect to such Remediation. Annuities, arid all determifiations niade
in connection therewith shall be final and binding; and neither owners of
Remediation Anriuities, nor their successots -and assigns, nor any other
party-in-interest or Participating State, may appeal or seek réview: or
vacatur of of otherwise challenge such matters -or determinations in any'
court or administrative proceeding, including, without limitation, any
proceeding under any applicable federal or state law, rule. or procedure.

Allianz shall pay the feés and cos's associated with the Review Process
and this Remediation Plan, including all services provided by the

Reviewer(s), the Auditor and-all postal charges.

. Allianz will make reasonable efforts to complete the Review Process

described herein no fater than 24 months affer the Effective: Date of the:
Agreement, to- the extent practicable given the volume of Remediation
Annuity complaints and supplemental information provided by owners in

connection with the Review Process set forth herein,

3. Evaluation Guidelines for Evaluating Complaints

Eachi Review File that is part-of the Review Process shall be: evaluated based on: fhie

information: accumulated for the Review File as described above. The complaints shall be

deemed “Justified” or “Not Justified” in accordance with-the Evaluation Guidelines, Evaluation.

Facfors, arid other applicable provisions of this Agreement. Complaints shall be deemed

“Justified™ or “Not Justified” by applying the following Evaluation Guidelines:

A

A complaint shall be deemed “Justified” where the information;
considered as a whole, as weighed against the Evaluation Factors,  SUpports
the complaint by a preponderance of the evidence, (whlch shall mean: for
purpases of the Review Process a; complaint in, which the persuasive: and
convineing force of all of the information; considered in hght_ of the
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Evaluation Factors, supports the complaint) mcludmg a preponderanice:of
the. evidence of one or both of the followings (aj the Contract was
unsuitable for the original owner under the circumstances under applicable
insurance laws and regulations o Allianz's busisiess pracuces as :of the
date of issuanee of the Remediation Annuity comtract in thie Jurisdiction
where the Contract was sold; or (b} there: was: 2 ‘misrépresentation. or
omission by the-agent and/or Allianz im connection with the solicitation,
sale or issuance of the' Remediation Annuity.

b. A complaint shall be deemed “Not Justified” where: the information
considered as a whole; fails to suppeit. either the mistepresentation: or
omission, or the unsuifability assertions ina comiplaint by a preponderince
of the evidence,

4, Evaluation Facters

Thie Evaluation Factors set forth below shall be:considered in the review:and evauation

of Remediation Annuity complaints, as may be ‘applicable for each Afintity, The Réviewer(s)

shall weigh each of the Evaluation Factors set forth below according o the facts and

circumstances of each Remediation Annuity complaint. All rélevant facts shall be-considered as

a whole and ne single Evaluation Factor shall be dispositive of'a ‘};_iar‘tficﬁ'l‘a'r“"compiﬁfnt.

d.

b.

C..

The original owner's ape when the Remediation Annuity was ssued,
The annuitant’s age when the Rémediation Annuity was issued.

At the timie. thie Reriediation Annuity was purchased, the original OWRer's
monthly income, general finaricial condition, and requmrements for access
to-the-funds-used to ‘purchase: the: Remediation Annuxt‘y‘.‘

The original owner’s sophistication and. ‘expetience; regarding anmiity
products and other finaneial produgts and investments.

Whether, before buying the Remediation Annuity; the: original ewner had
prewously owned another annuﬂ:y (including another Allianz armuity), and
if so, whether such annuity wds a bonuis annuity produet, whether the
original owner surrendered sirch other anniity, and whether surfender or

withdrawal-charges were incurred on: any such surrender(s);

The reasons and purposes. for which the original owner purchased. the:
Remediation Aninuity:.

Whether, during: the Sale of the Remediation Annuity, there was a
misrepresentation or omission made o the: Annuity purchase regarding
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fmead o

the bonus-feature of the Annuity, including the amoint. of the bonus and
how that amount was-credited, earned and received:

If the Remediation Annuity included a bonus feature and was replacing

another annuity or insurance or investment product, whether the saleg
agent marketed the bonus as a means of offsetting any surrender or

‘withidrawal charges: incurred in replacmg such. other anniiity of insurance

or investment product; and if 50; the amount:of the bonus relative to the
surrender-or withdrawal charges incurred on the replaced product;

Whether. the: original ‘owner incurred withdrawal or surrender charges: or

other charges. or penalties in liquidating other . assets, oF in transferring:

funds from. other dssets or investments, to fund in whole or in part the-
purchase of the Remediation Anmuity; and if so, the amount of such
charges or penalties.

Whether the original owner received advice regarding the Remediation
Anmnty from :a. financial advisor; investment advisor; estate planning:
advisor, attorney, accountant, -other professional, or family member in
connection with.the purchiase of the Remediation Annuity and, it so, the
substance of that:advice and the role such adviee: played in the decx%u)n 16
purchase the Remediation Annuity, and whether any: such persor’ wis
present at any sales presentation relating to-the Remediation Annuity,

The: pattern; of any withdrawals. or attempted withdrawals: from the
Remediation Annuity.

The:length of time the: Remediation Annuity was held in deferral andfor

the amount of time remaining in the deferral period: required. tor avoid

surrender charges-or the: payment of a lowervalue under the Remediation
Annaity;

If the Remediation Afuity was surrendered, the reason-for the surrender.,

The ampuit of surrender charges (if any) incurred by the owner under the:
Remediation Annuity.

‘Whether it was explaimed to the original owner at:the time he/she decided

to purchase the Remediation -Annuity how: the withdrawal features of the
Remediation Annuity;-including the surrender charges, actually worked.

Whither it was explained to the original owner at the: time he/she decided.
to purchasé the: Remediation: Annuity that the Remediation Annuity was
designed by Allianz as a lofg-term iricome prodiict.

Any indication provided by the original -owner in connection with the

purchase of the Remediation Annvity with respect to the firaricial
objectives for the annuity purchase and the original owner's infention with
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xi

réspect fo the timing and amount of withdrawals ot othet payments to be.
taken from the Remediation Annuity.

If a suitability review was regquired. under Appiicahle law or Allianz’s
business practices as-of the date of issuance in the: jurisdiction where the
Asihuity was sold, the exterit to which Allianz, and/or agents.conducted a
suitability review in connection with the Remediation, Annmty purchase
which included: (1) a review of the original owner's fiiancial needs or
objectives as expressed on a. suitability form (or otherwise); 4nd
speufxcally whether the objectives stated by the original owner reasonably
might be achieved by purchasing a Two-Tier Annuity; and (2) the: extent
to which such suxtdblhty review included the discussion or considération
of the orginal owner’s finaneial needs and objectives and/or the
discussion or consideration of other insurance-or investment products.

If a complaint-asserts that a Remediation: Anmiity was unsuitable. dug fo
mformatmn 01: mrcum%tances made known or reddxly avaﬂable or
cxtent to whxch the sales agent § knowledge Gf such mformanon or
circumstances would make a smtab:hty assessiient appropnate even inithe
absence of an. applicable state law or ‘regulation: or company business
practice requiring:a stitability dssessmentin sich circumstances.

Whethér, priot to making the decision. to purchase the Remediation:
Anpuity; the original owsner considered purelidsing dny other anmuity
product; .and the information received and considered by the. original
owner relating to such other annuity product:.

Whether the original owner received an Allianz brochure: in connection
with pufchasing, the: Remediation Annuity; and if $0, when:

Whether the original Gwher feceived a Statement of Understanding' in.
connection with his/her Remgdiation, Annulty purchase, and if 50, whén it
was received by the ongm&l, owner and whether and when'such Statement
of Understanding was signed by the original owner:

Any other wiitten disclosures or other documents received and/or signed
by the original owner before. making the decision to purchase: the
Remegdiation Annuity or otherwise in corinection with: the putchase of thé
Remediation Annuity.

The recollection of the ortiginal owner, the agent; or others who have
personal knowledge of the Remediation. Annuity sale process relating to
any :Sales presentation, explanation, or other information provided to the
original owner ‘about the Remediation. Annuity, or any of its: relevant
features; before the original owner made: the decision to ptirchasg the
Remediation Annuity.
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aa.

bb:

dd.

The degree: to which the original owner relied on any alleged

‘misrepresentations or omissions: by the ‘agent in miaking the decision to

purchase. the Remediation Annuity, the substance of any such
misreptesentation or omission, and the role the. owner’s reliance: played in

the decision to purchase the Rémediation Anniity.,

The degree to which.the: original owner relied on any statementsmads by
Allignz in -a product brochure, or any other statements, proitises, or
representations: made by Allianz or'the sales agent in makKing the decision:
to. purchase: the: Remediation Annuity; and the nature of such statemenis,
promises, or représentations; and the role the owner’s reliance played in
the:decision 10 purchase the Remediation Anfiuity.

The degree to-which the original owner relied on. any statéments made by
or written materials provided by persons other than Allianziot an Allianz
agent in making the decision to purchase the Remediation Annpity; and
the nature of such statements, promises; or representations; and the role
the- ownér's reliance played in the decision o purchase: the Remediation
Annuity.

The nature-and extent of any loss or damage suffered or incurred by the
purchasing andfor subsequent owner(s) as the result of (a) any
misrepreséntations or omissions: by the sales. agent or Allianz in
connection with. the solicitation, sale or iSsuance of a Remediation
Annpity, or (b) & Remediation Antwity’s purported unistitability.

Whether the complammg owner ha§ personal knowledge of the facts and
circumgtances covered in the evaluation factors.set forth above,

Whether Allianz sent the owner annual staements concerning the
Remediation Annuity and the number-of years such stalements were: sent;
if the-content-of such annual statements are relevant to:the-substance of the
complaint.

5. Relief For “Justified” Remediation Anniuvity Complaints

4.

Offer to Rescind

Owners whose complaints are deemed “Justified”™ by the Reviewer(s) shall recéive a

notifieation substantially in:the form of Exhibit F of this Agreement advising that their complaint:

was deemed “Justified” and offering such owiers the Tight to rescind théif Remediation Anifuity

and receive a refund of the total funds paid into the: Remediation Annuity;, less any funds

removed, The amount to be paid shall be (a) the sum.of all additions to the Annuity, including
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premiums; loan repayments and-any such other additions-as may be applicable (but excliiding 1n
any case: any premium bonuses credited. under the Annuity) less (b) the sum: of all deductions
from the Anmuity including withdrawals, required mininium distribution payments, loans
(including any unpaid interest accrued thereon), partial and full surrender payments (including
any federal or staté tax withheld from sich pagmients), arnuity” payments and any such: other
deduretions: as: may be applicable. All additions and deductions are ‘accrued at. an annualized
interest rate of 3.0% from the date: received or disbursed; as applieable, to the date of the: final
settlement payout calculation, which shall be & reasonable time ‘priof to the maifing of the
Justified notification letier.

Owners wishing ta -accept an offer‘to tescind a Remediation Annuity shall aceept: such
offer by responding in the: manner and “within the time period specified ‘in the nofification:
provided to-such.owners. Offersto réscind Remediation Annuities owned by joitit owners must
be accepted in writing by all surviving joint owners by signingthe form sent to them. The

failiiie of a Remediation Annuity owner to tespond ih the: manner and -within the time pertiod.

specified in the notification provided to such owner shall result in the sutoidtic tevecation of
such: rescission offer'and: the inability of such ewner torescind the subject Remediation Annuity
pursuant to this Rentediation Plan.
b. Monetary Payment

For all Remediation Anguities as to which an owner elects Tescission pursuant to the
foregoing, Allianz shall effectudte rescission, of the Remediation Annuity and payment of the
appropriate. funds to: the owner thereof within sixty (60} days of the date the owner’s relief
implementation. decision is received by Allianz.

The payments required to be made to an owner pursuant to Section V.5. will. be miade

payable to the current owner(s) of the subject Rerediation. Annuity regardless of whether the
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Remediation Annuity was previously owned: jointly or by one of more différeiit owners:
provided, however, that in the event-of the death of any such owner following the Categorization,
Date for 4 Remediation Annuity, the payment may be made payable 1o the dwner"s;-z-estaté or to a.
surviving joint owner upon presentation of proper proof of death and evidence of:authotity to-agt
on beliall of the estate.

6.  Auditby Independent Paity

The: determinations of the: Reviswer(s) pursuant to the Review Process set forth: in this
Remedidtion Plan shall be subject to audit by an-independent auditor, with expertise. in annuity
safes and sampling methodologies (“Auditor™) chosen by the Lead States, The Auditor shall
submit a written plan for the audit work to Allianz and the Lead Stafes, which shall include
sampling methodology -and audit size. The samipling methodology shall be consistent: with an
industry standard sampling process: Allfanz may submit objections 1o the Auditor’s proposed
plan:. The Lead States shall considet any such objections: submitted. by ‘Allianz:and approve or
disapprove: the: proposed plan, or ‘require modifications to theé proposed plan as they deem:
appropriate. |

Allianz will provide the Auditor thé complete: Review File for sach. annuity Selected for
review by the Auditor and a document containing the' conclusions reached by the Reviewer(sy
with respect to the complaint relating to such anfuity.

The Parties.shall work in good faith to resolve any issues or coneemns raised in the goiirse
of any dudit performed in connection with: this Section. In particular, if the Auditor, upon the
review. of a Review File selecied as part of the review sample, is of the opinion that the
determination of the: Reviewer(s) with respect to that Review File is not supported by the
documented facts and the review process, guidelines and factors set foith i this Article V, the

Anditorwill wotk with the Reviewer toresolve-the disagreement.
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In'the event the disagreement between the Audifor'and Reviewer cannot be tesolved, the
Auditor and the Reviewer will select an independent third party to review the Review Files and
miake 4 final binding decision.

VL. REQUIRED REPORTS AND MONITORING

Allianz will provide written implementation reports (“Reports™) providing a deseription
of its activities and progress in the implementation of the Corrective. Action and Confirmation
Plar and the: Remediation Plan set forth.in this Agreement, such Reports to be: due to'the Lead
States 6; 12, 18-and.24 months:after the: Effective Date. The Lead States may sibmit to Allianz
written requests for. clatification of the Reports within 60 days of the transmission: of the Repors
to-the Lead States, and Allianz will respond to such requests in writing to the Lead States within:
30-days of thereceipt by Allianz.

VIL. VIOLATIONS AND BREACH OF THIS AGREEMENT

1. If at any time the Participating States or the Lead States Béﬁé}lé that Allianz i in.
violation or breach of any provision: of this.Agreement; the Lead States shall provide: Allanz:
wilh written notification of such a position. The written notification must reference:the specific
SeCtiaﬁ(§)= of this Agreement with which it is believed Allianz is not-in compliance, and, shall
specify facts describing such alleged failure to comply in'sufficient detail that Allianz can assess
the netification and take corrective: steps, if necessary -and approptiate; to corréct any such
deficiéncies or breaches of this Agreement.

2. After receiving such notifications; Allianz shall use commercially reasotiable
efforts to curé sich viclation or bredeh of this Agreement as soon as.reasonably practicable.

3 The Pariicipating States and Allianz: shall make: reasonable effoits to dmicably
resofve any dispiiles regarding ény alleged violation o1 breach: of this Agreement. I such

violation or breach:is not remedied within ninety days following receipt by Allianz of the written.
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notification provided.fof in Section VIL.1. of this Agreement, the Participating State(s) may seek

administrative and/or judicial enforcement of this Agreement, séekirig remedies consistent with:

the provisions:of this Agreement,

VIII. MONETARY PENALTY AND ALLOCATION TO PARTICIPATING STATES

Allianz will pay’a Monetary Penalty in' the amount of $10'miltion. Neither the aggregate

amount nor any patt of this payment is allocable to-any-particular conduet, dnd the payment is in

consideration for and resolution: of the Review deseribed hesein. The portion of the Monefary

Penalty due to-each Participating Stafe will be calculated as follows:

a.

Source: Datd: Contract count will be: derived from information. filed by
Allianz witl the NAIC for Allianz Life Insurance Company of Noith
Amierica for calendar years 2001 through 2008:

Grand total for 4ll. Participating: States; Each Patticiputifig State”s: total
Annuity contracts will be added together-io arrive at a grand total for ail

Participating States.

Pro- rata. percent for each Participating State: Fach Participating State’s

total of Annuity contract count will be divided by the grand total for all
Participating Siates calculated as provided in the immiediately precedifig:
Section VIILb. of this- Agreement fo arrive at: @ pro rata percent for each
Participating State.

Three: Tier Penally distributions: All Participating States. have been
divided into three distribution: tiers. These tiers have been: developed

based upen the total confract count. The botfory tier represents. all

Pdrticipating States with' fewer than. 1,000 contracts. The middle tier

represents all Participating States with a contract count between 1,000 and
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2,000. The top tiex representsall Paticipating States. with a.contract count

greater than 2,000:

Each Patticipating State placed in the bottom and middle tiers will receive

4 static payment.

Pro: Rata Allocation: of Monetary. Penalty dee each Participating State: in
the:fop tier: To arrive at the:Pro Rata Allocation of Motetary Penalty due
each Participating State:placed in the top tier, the total contract:count for
each Paiticipating; State from the “Source Data” described in Section 1.a.
above will be multiplied by the Penalty Multiplier to determine each
Participating State’s Penalty Amount.

Payment of the Monetary Penalty shall be made by Allianz to' the
Participating States as directed by the Participating State within ten days
of the Effective Date,

The: chart listing all Participating States and theit payment amount is

attached as Bxhibit H,

RELEASE, WAIVER AND FORBEARANCE

This Agreement resolves and releases completely and with finality: Alianz from
any and all violations of any laws, regulations, bulleting or niles'of general applicability relating
to the-matters within the Seope of Review, ineluding but not limited to-any other demands; fines,.
saﬁéﬁbns;.; damages, assessments, penalties, orders, disciplindty, legal, régulatory or-enforcement
actions; examinations, inquiries, subpoenas: or investigations or othier proceedings or actions: of
any: kind by any staté (collectively referred to- a8 a “Pfoceedhlgj‘" ot “Proceedings?)-relating to all
issues, matters, procedures, processes, documents, data and conduct within the Scope of the

Review and is in liew of any Proceeding which could have been taken by any Participating, State
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relating to issues, matters, procedures, processes, documents, data:and conduet within the: Scope
of the Review.

9. The Parficipatirig States agree to discontinue: any and all pending: Proceedings
relating to any mattes within the Scope of the Review.

3. The Patticipating States apree that this Agreément precludes any and all- further
Proceedings relating 1o the: Scope of the Review, and theréfore the Statesiagree not to commence,
revive: ot ‘maintain any such Pmcesding selating: to. Allianz that 1elates to:the Scope of the:
Review:

4. This: Agreement is not intended to, nor may it be construed to; otherwise Hmit or
constrain the: authority of a Participating Stafé 1o investigate and. take actiof apaifist Allianz, its
prodiicers or other representatives, ox third parties, as provided by applicable law or regulation,
including restitution, resc‘issiomf other temediation as permitted by applicable Taw; with regard
fo @ consumer, provider or third-parly complaint relating to- issues or matters not within, the
Scope of the Review.

X. GENERAL PROVISIONS

1. Execution of this Agreenent:

This. Agreement may be signed in multiple counterparts, each of which shail constituie a
duplicate:original, but which taken together shall-constituté one dnd the samg instrument.

2. EffectiveDate of this-Agreement.

This Agréement shall not become valid and efféctive unless and until: (1) this
Agreement is executed and delivered by Allianz and the Lead States to-each othier; and (2) thirty-
one (31) states specifically named as Participating States or Lead States in paragraph: IL. 10,
become & party: to- this Agreement by delivering an exccuted joinder in the form of Exhibit A to

Alliariz, which ‘states collectively represent 90% of the total premium paid to Allianz for the.
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Annuities in the Parficipating States and the Lead States. The date.on which the- réquiremments ii
the: preceding sentence are first satisfied shall be the Effective Dateof this Agreement; and. the
Lead States and Allianz will execute' a document memorializing such Bffective Date fo provide
clarity in determining deadlines based upon such Effective Date. If the conditions set forth
above for a'valid and effective Agréement have not occurred within forty=five (45) calendar days
after the Bxecution Date: (or such longer period as the Lead States and Allianz ‘may agree in
writing), (his Agreenient shall be.null and-void and shall have:no further effect.

To become: @ paity to-this Agreement, a Paiticipating State shall execute and ‘deliver to
Allianiz (with a copy to the Lead Staies), through a-duly authorized representative, a joindet to
this Agreement, in the: form of Exhibit A hereto, within 45 calendar days after the: Execution
Date.. The Lead States and Allianz; by written agreement executed by each of them, may extend
the:signing period for Participating States to execute a joinder (o this Agreement, Nothing:in this
Agreement shall be: construed to: require any jurisdietion to execute a conserf order if sich
juiisdiction elects instead to metely sign a joinder o this Agreement. However, if a Participating
State: finds. that, under applicable state' law, regnlation. or procedure, the preparation and
execution of @ consent order is necessary to:carry out the terms.of this Ag,racmcnt-;-'s}ich*an: order
shall be satisfactory to Allianz if it:

a incorporates by reference and attaches as'art exhibit'a copy of this
Agreement;

b. expressly adopts and agrees to the provisions of this Agreement;and
e inchudes only those. othes terms-that may be legally required in the:

jnﬁs‘dict-‘ibnfcijf"the applicablé Participating State to adopt and agree to:the
provisions-of this Agreement.
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It i§ the intention of the Parties that this Agteement shallnot, and doés not;. confer any
rights- upen any persons or-entities other than the Participating States and Allianz. There are'no
third-party beneficiaries to this Agreement.

3 Binding Agreement

Each Party represents and warrants.that the person executing this Agreeiient on behalf of
gach Party has the legal authority to bind that Party to. the terms of this-Agreement,

4, Entire Agreement

This Agreement, including the Exhibits to this Agreement, the joinders executed by the:
Participating;States and any and all related Consent Orders issued by a Participating State, if any;,
set forth the.entire Agreement among the parties with respect 10 its subject:matter and supersede.
all prior agreements, arrangemenits or underStandings (whethier in'wriften or oral fernr) between
Allfanz-and the Lead States-ora Participating State:

5. Modifyiig this Agreement

a;  This Agreement, except for the provisions: of Sections IV, V' and VIII,
may be amended by the Lead: States and Allianz in writing without the
consent of any other Participating State. Sectiétis’ IV, V and VIIT of this
Agreement may be amended only with the written agreement of Allianz,
the Lead States and eaeh of the: Participating States. AlL atendments o
this Agreement shall not be effective unless they are in writing and signed
by all Parties that are required to consent and agree to such amendments,

b.  The Participating States agree to-consider modifications o this Agreement
requested by Allianz if such modifieations do:not result-in loss or-damage:
to consumers or result in  violation of applicable law, are predicated upor

a change or circumstances, or if a provision of this Agreement places
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Allianz at a material competitive: disadvantage. The consent of the.
Participating States to such requested changes shall not be unreasonably
withheld,

¢ Notwithstanding any other provision. of this Agreement, this. Agreement
shall not be changed ot modified in-any way-(ineluding, but not.limited to,
changes to corfective: dction, remediation, fines or penalties) to
accommodate the requests orinterests-of any additional state: that becomes
a Participating State and iy not listed in the definition-of Participating State
in Section V.12. of this Agreement.

6. Governinig: Law

Any action or proceeding to enforce the provisions of this. Agreetient brought by any
Pit“rﬁCipaﬁﬁg};S‘tate shiall be governed by the laws and regulations of such Parficipating State. i
all other respects, this Agreement shall be' governed by, and interpreted in accordance with, the
laws of the State of Minnesota, without regard to the law of any other state ‘whose: law: might
otherwise apply under Minnésota conflict or choice of law principles.

7. Implementation of this Acreement:

The Patties, their successors and assigns, and their attorneys underiake (o apply and
i‘mp_!emex_it the ferms of this Agreement in good faith, and to use good faith in resolving any
disputes that tay arise in the implementation of the terms of this Agreement.

8 Severability

In the event that any provision of this Agreementis held: invalid by a court of competent
jurisdiction: under any particular jurisdiction’s applicable law as:it 15 relévanit to a Participating

State, such invalid-portion shall be deemed to be severed and invalid: only in-and with respect to



that jurisdiction, and ‘all Temaining, provisions of this Agreement shall be given full force and
effeet and shall not in-any way be affected thereby;

9. No Indenmification.

Allianz.shall not seek or accept, directly or indireetly; indemnification pursuant. to: amy
insurance policy, with regard to any orall of the amounts payable pursuant to-this Agreement.

10.  Tax Conséquerices of the Remediation Relief

No opinion concetiiing the' tax consequences. of any relief offered by Allianz a8 part of
the: Remediation Plan is given or will be given by Allianz or Allianz's Counsel, nor are any:
representations: in this regard made or any warranties made by viitie of this Agreement or its
implementation. Communications with parficipants in the Remediation Plan shall direct
participants: in that process to consult theif own fax advisors regarding: the potential tax
consequences of the Remediation Plan, including any paynients, or credits provided pursuant fo.
that Plan;, and dny tax reporting obligations they may have with ‘Tespect; thergto. The tax
obligations of participants in the. Remediation Plan are the sole tesponsibility of such
patticipants, and it is understood ?thiit'the- tax consequences may vary depending os the particular
circumstances of each individual participant. Alliatz may make filings regarding: this
Agreement and any relief or benefits provided by Allianz pursuant to the Remediation Pian with
tax or other authoritiés under applicable laws that it. reasonably believes to be appropriate: or
NECESSATy..

11, Confidential Information

a.  The Parties and their counsel agree that the information made available to
them throughout the course. of the Review is confidential, may contain
information that is subjeet fo state investigative and examination

confidential records laws, privacy laws, legal privilege or trade: seciet
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protection. All documents, data and other information, including but not:
limited to responses to Review requests, examination working papers,
thitd party models or‘produicts; complaint logs, and.copies theteof, created,
produced or obtained by or disclosed to the Lead States or the examinets
by Allianz in the course of or relating in any way 1o the Reviewsshall be
confidential and privileged to the extent permitted by applicable Jaw,
including any applicable evidentiary-privileges.

b Nawaiver of aity applicable privilege or claffi of confidentiality in the
documents, materials. or information shall ocenr as-a result of disclosure:to
the Lead States or the examiners during or in activitiés related to the
Review.

c. Thie Parties and their counsel acknowledge that the information provided
by Allianz in the course:of the Review is hereby designated as confidential
by Allianz. Such information was: made available on pursuant to stafe
Investigative and exantination confidential records laws. This shall. iot
limit:the Parties™ ability to-use or disclose such information fo the'extent it
is necessary to-implement this Agiéement.

d. Nothing in this Agreement is-intended to, nor shall it, preclude Signatory
Regulators ffom disclosing the results of compliance with the- Agreement
to-other State Deparfments of Insurance.

12, Timing Issues
. The Lead States and. Allianz may mutually agres; in writifig, to any

reasonable extensions-of time that might become necessary or-appropriate
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to- carry out the provisions of this Agreement, and any such agreements
shall be binding upon the other Participating States.

All time periods set forth in this Agreement shall be computed in-calendar
days unless otherwise expressly provided. In computinig any period. of
time prescribed:or allowed by this Agreement, the day:of theact, event, or
default from which the designated period of time begins to fun shall nét be:
included. The last:day-of the period so computed shall. be included, unless
it is a Saturday, a Sunday or a holiday, in which event the period shall run
until the end of the next day that is not one of flie.aforemerntioned days.
As uséd in this Agieement; “holiday” includes New Year's Day, Biithday
of Martin Luther King; Jr., Washington's Birthday, Presidents” Day,
Meémorial Day, Independence: Day, Labor Day, Columbus Day, Veterans
Day, Thaoksgiving Day, Christmas Dy and any cther day appoinited as a

holiday by the President or the Congress:of the United States:

Non-Waiver of Performance Dities

The failure of the Lead States or the Participating States: at any time to require the striet

performance by Allianz of any of the .terms, pte\ﬁSiﬁnS or conditions. hereof shall in-mo way

affect the right thereafter to enforce the same, nor shall the waiver by the Lead Statés or the

Participating States of any breach-of any tefms, provisions and condifions hereof be construed or

deemed a waiver of any succeeding breach of any term, provision or conditiom of this.

Agteeinent.,



14.  Terms of Annuity Cotracts

Except as may be necessary fo afford relief in the Remediation Plan, nothifig: in this
Agreement: shall be interpreted to expand, restrict, condition or alter in any-way the contractual
terms of any insurance policy or antuity contract issued by Allianz.

15..

Allianz understands and agrees that by entering info this Agreement, Allianz waives any
and all rights to-notice, hearing and appeal respecting the- Agreement under the applicable laws
of the Participating Statés; exceépt as niecessary to implement and enforee this Agreement,

16.  Notices

Any notices required to be-provided by Allianz under this Agreement o the Participatinig
States shall be provided by mailing or e-mailing such nofices to' the Commissiongrs: (or
equ’iy.;alant‘au{horities)‘ of the Lead States, or their designees. Notice to Allianz under the terms:
of this: Agreement shall be provided by the Lead States jointty by mailing or e-mailing to
Allianz’s. president at the address indicated in the mest recent statutory anmual financial

statement filed with the State of Minnesota,

17, Nonwaiver of defenses and hosifions

By negotiating and executing this Agteemerit, Allianz does not intend 10; and does not,
waive any defense, claim; argument or position ii’:_maywke‘with respect to any‘pe-ha'i”ng ot futire
lawsuit, arbitration, regulatory matter or consumer cnmplain't,\ including but not limited fo- the
preclusive effect of prior fawsuits, settlements or individual femediation of consuine reomplaint=

related dgreements.
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18.  No limitation of examinations
Nothing in.this.Agreement shall be construed to limit the ability-of any Pasticipating State

to examinie Allianz"s books and records 4s permitted o teqtired by applicablé faw.

SIGNATURE PAGES FOLLOW
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ALLIANZ LIFE INSURANCE COMPANY OF NORTH AMERICA.

1, Walter R. ‘White, hereby affirm that 1 am the President and' Chief Executive Officer of
Allianz Life Insurance Company of North Ameérica and have the authority: 10- execute this

Agreement on behalf of Allianz Life Insurance:Company of Nosth América..

P

Date: June_& %2012

I, Gretchen Cepek, hereby affirm that [ am the Senior Vice Président dnd General
Counsel of Allianz Life Insurance Company of Noith America.and have:the authority to execute

this Agreement on behalf of Allianz Life Insurance Company of North-Amética.
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