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STATE OF ARIZONA
FILED

0CT 2 72600

INBURANCE

STATE OF ARTZONA

DEPARTMENT OF INSURANCE

In the Matter of

- _ Drocket Mo, 00A-123-IN8
INVESTMENT GRADE RATINGS FOR AND -
ELAGIBILITY OF INVESTMENTS IN
OBLIGATIONS AND PREFERREL STOCK
UNDER ARS8, §§20-544 and 20-545.

ORDER

Mt S Nt Nt e N it

A bearing was held in the:above referenced matier on Sepiember 18, 2000, The Dircotor called
thix hearing pursuant to ARS: §§20-344 and 20-345 which provide that:the Director may. fgsue an order
after a hearing in which agp_mp'ri‘a_te investment grade ratings and recognized rating agenaies are
preseribed for puiposes of __pemﬁlting insurers o invest i {i) bonds, débentures, notes, commardial
paper and oihér cvidences of indebtedniess issued, assumed or guaranteed by any solvent institution
created or cx{sﬁng under e laws of the United States or any siate, distrief or territory. of the United
States, which are nol in defawitas 1o principalof interest; and {iiy:preferred, guaraniced or preference
stocks or shares of'any solvent institution créated or existing undet the taws of the United States or-of
any state, district urierriiery of the United Siates {h -einafter referred to a5 “corporate ebligations” «nd
“oreferred stock™ respectively). The Director is anthotized 0 peeseribe standards by which corporate
obligations orpreferred siocks which Tave notrecsiexd an dnvesimen grade rating may be eligit.: for
investments,

The putpose of the Sepiember 15, 2000, hearing was to detrmine whether certain amendrnents

shouid be.made to the Order preﬁo_usly entereid.on November 17, 1988 (the #1988 Order™). The

amendments considered at (e hearing inchided, butwere not Hmited o, those set forth in Exhibit Ato

A thie Notice of Hearing issticd in this matter on August 11, 2000,
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'Based on the evidence presented at the hearing, the Director finds that theve is a nced to
supersede the 1988 Order with anvorder cla’rif_’y’mg the ¢lasdes of invesutients to which the 1988 Qrder
applios, modifying ceriain concentration imits contained in the 1988 Okder and ';g:ccignizi;'sg'cerlainj.ciass
ratings by the Securities Valuation Office of the National Association of Insurance Comsnissioners (the:

“SVO™) as an aceeplable-invesiment grade rating for-purposes of investments, including private

1| placerment investinents, not rated by oné of the recognized fating-agencies teferenced-in the 1988 Oxder.

IT-IS THEREFORE ORDERED:

1. “the Order of the Department cmc_rcd in'this-maiter-on November 17, 198%; is su_perst:ded
and amended by this Order, This Order is issued fo set forth the corporate obligations and preferred
siocks (“llie securities™) eligible for invesiment parsuant o AR.S. §§20-544 ond 20545,

2, The National Association of Insurance Commissioner’s Segurities Valimtion Office
(*SVO™y and Nationaily Recognized Statistical Rating Orgiitizations ("NRSRO™) designated by the
SVQ are heseby recognized as rating agehcies for the pirposes of ARS8, §§20-544 and 20-345.

3 An.insurer may investin corporate obligations and preferrad stocks eligible for
investment pursiant 1o A.Iq?..S_. §§20-544 and 20+543 provided that;

{a) the SVO has assigned the security an invesiment grade rating of 1 or 201

(b} if the security has not received an SVO investment grade rating as set forilvin
subsection (a), the scourity has received.an SYQ equivalent ratiig as published by the
SVO at-the time of the Investment froi a designated NRSRO. .

4. Aninsurermayinvest in corporate obligations and preferréd stock that ar: olherwise

eligible for investment pursoant to A RUS. §§20-544 and 20:345 and havenot received investnent grade

| ratings as set forth in Patapraph 3, provided that:

"
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{a). nomore than twenly (209) of aitinsurer's admitted assets or two hundred pereent
{200%).0f any jnsurer’s capital and surplus, whithever is greafor, is invested i
such fower grade and unrated securities;

(5)  nomorg thin{ive percent (5%).0f the amount that may be fnvested in lower grade
or uhrated Securities, a5 52t forth in subparagraph (a), may i}'c.iny'csted in any one
ingtitsion; and

{€)  nomore than twenty-five percent (23%) of the amount thit may be invested in
such Jower grade or-untated securities, as set forth in subparagraph () may be
-_it}ve_sied ‘in instintions from any one in_dustr}'.

5 Eacheinsurer shatl possess and roaintain sdequate documentation fo establish the
eligibility of l{)wer:gmdc-ér-unr_atéd securities pursudnt to Paragrsph 4 above.

6. "Corpumm c_b'tigaii'on" shatl include structored sectrities and other evidences of
'in{ieble{iﬂcss as setforthin Sehedule D, Part 1; or Schedule DA of an insurer’s Anwnnal Statement, in

ateordance with the instructions and accounting practices and procedures that are approved by the

PNAILC.

7. “Tndustry” means a distinct and recognized area'of egonomie-activity that-consists of the
production, mdnufacture or distribution of common goods; prodicty. commodities or services, -

8. Al refersnces herein based upon the amount of #n insuter’s admitted dgseis or an
insurer’s capial and strplus shall rc_latc'w_generai aceount admitted assets or'capital and s'u_zpius-as
shown by the insirer's annual stateinent as of Dicember 31 last preceding the date of aproposed
investment,

9. Nothing contained hercin shalt be eohsinied to pennit the Insurer 1 invest in fny lower
g 3




10

1

12

14
15

16

17

18

19

B
bl

T
{PE3

grade or unrated siock, note, conunercial paper or other gvidence of indebledness issued by an affiliate,

as that term is defined in AR.S. §20-481, except to the extent such invesiments are permitted by the

provisions of A R:S. §20-481.01:

A
DATED this.z‘z_'w—iﬂ)’ of Qctaber, 2000.

COPY of the foregoing mailed this
zzen . day of October, 2000, to:

Steve Bacclay

BARCLAY & GOERING, P.C.
1601 N, Central Ave., Suite 600
Phoenix, AZ 85004

Frederick £ Besry Fr,
FREDERICK C: BERRY,JR, P.C.
350 E. Virginia, #200
Phoentx, A7, 35004

"H Susan Cannata

MILLER, LaSOTA & PETERS, PLC
5225 N, Cenrral, Suite 235
Phoenix, AZ 85012

i{ Johu A, Greene

TIFFANY & BOSCO
1850 N, Ceniral Ave,, 5* FL
Phoents, AZ §5004-4342

- | Micholas C, Gutilta

GUTTILA & MURPHY, P.C.
A5G W, Northery Ave.
Phoenix, AZ 85051-5763

CLle.

CHARLES K. COHEN, Director
Department of Insuzance.
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Thomas E. Haney.

11101 W. First Avenue, Suite 2460

Phoenix, AZ 85003-1918

Gregory Y, Harris

HLEWIS & ROCA

40N, Central

Phoenix, AZ 85004

1 John L. Hay

GUST ROSENFELD, PLC
201 M. Central Ave., Suite 3300
Phoenix, AZ B5073-3300

1 Joseph M. Hennelley, Jr.
12264 B, Desert Cove Aveénue

Phoenix, AZ $5028-2409

Donald G. Isancson

RIDGE & ISAACSON, P.C.
3101 N. Central: Ave #1090

H Phoenix, AZ 835012

J. Michael Low

8. David Childers

LOW & CHILDERS, P.C.

2999 Norih 44% Streat, Suile 250

{| Plioenix, AZ §3018

Philip T: Paris
2929 N. 44* Street, Suite 120
Phoenix, AZ 85018-7239

1} Axizoria State Compensation Fund

3031 Notth Second Strect

i Phoenix, A7 85012-300%

Jeff Johnston

[ Director of Financial Reporiing and Annlysis

NAIC
23601 MeGee, Suite 800
Kansas City, MO 64108-2604




1 || Larry-Goldman, Associate General Counsel
SunAmerica, Ine.

1 SunAmerica Center

Century City

Los Angeles, CA 900676022

3]

L)

-4 H Christopher |, Chandler, Vice President, Governnient Relations
" |{ The Prudential Insurance Company of America

1301 Pennsylvania Street, Suite 900

Denver, CO 80203

(¥ 5

Kenneth 1. Short, Jr.

7 |i Conseeo Health Insurance Company
11815 North Pennsylvania Street

8 HCarmel, IN 46032

9 [ Richard Daddario

_ MONY Life Insurance Company of America
10} 1740 Broadway, MD 11-26. '
New York, NY 10019-4386

Richard Lawson

12 |1 014 Reliance Inswrance Company
P.O. Box 13150

13 || Phoenix, AZ 85002-3150

1 i Mark A, Haydukovich

Oxford Life Insuranes Compary
15 112721 North Ceniral Avenue
Phoenix, AZ . 85604

Dick Van Treisen

17 } Pacific Life & Annuity Company
P.O. Box 9600

13 1] 700 Newport Center Drive
Newport Beach, CA 92660

Brandon LaSalle

20 || Ametican Family Insurance Group.
PO Box 3328

21 | Englewood, €O §0135

b2
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Ken Seroggin

H St Paul Fire & Marine Inswrance Co.

P.0, Box 39600

H{Phoenix, AZ §5069-9600

| Sara: M. Begley, Deputy Director

Steven P, Ferguson, Assistant Director

Maney A, Howse, Chief Finaniciat Examiner

Gary Torticill, Chief Financial Analyst
Artzona Depariment of Insiwanée

2910 North 44 Streét, Suite 210

Phoenix, AZ 85018

(2&}/ & uf@z S

Curvey \Vﬁ!iﬁjﬁgﬁuﬁqn
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