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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 20-481.01, Arizona Revised Statutes, is amended to
read:

20-481.01. Investment limitations; exemptions

A. Any domestic insurer, either by itself or in cooperation with one
or more persons, may organize or acquire one or more subsidiaries subject to
the limitations of this article. Such subsidiaries may conduct any kind of
business or businesses and the authority to do so shall not be limited by
reason of the fact that such subsidiaries are subsidiaries of a domestic
insurer.

B. In addition to investments in common stock, preferred stock, debt
obligations and other securities permitted under all other sections of this
title, a domestic insurer may, pursuant to subsection A of this section:

1. Invest in common stock, preferred stock, debt obligations and other
securities of one or more subsidiaries in amounts which do not exceed the
lesser of five TEN per cent of such insurer’s assets or fifty per cent of
such insurer's surplus as regards policyholders, provided that after such
investments the insurer's surplus as regards policyholders will be reasonable
in relation to the insurer's outstanding liabilities and adequate to its
financial needs. In calculating the amount of such investments, there shall
be included total net monies or other consideration expended and obligations
assumed in the acquisition or formation of a subsidiary including all
organizational expenses and contributions to capital and surplus of such
subsidiary whether or not represented by the purchase of capital stock or
issuance of other securities, and all amounts expended in acquiring
additional common stock, preferred stock, debt obligations, and other
securities and all contributions to the capital or surplus, of a subsidiary
subsequent to its acquisition or formation.

2. MWith the approval of the director, invest any amount in common
stock, preferred stock, debt obligations, and other securities of one or more
subsidiaries, if the insurer's total liabilities, as calculated for national
association of insurance commissioners annual statement purposes, are less
than ten per cent of assets, provided that after such investment the
insurer's surplus as regards policyholders, considering such investment as
if it were a disallowed asset, will be reasonable in relation to the
insurer's outstanding liabilities and adequate to its financial needs.

3. 1Invest any amount 1in common stock, preferred stock, debt
obligations and other securities of one or more subsidiaries provided that
each such subsidiary agrees to limit its investments in any asset so that
such investments will not cause the amount of the total investment of the
insurer to exceed any of the investment limitations specified in paragraph
1 of this subsection or in chapter 3, article 2 of this title, applicable to
the insurer. For the purpose of this paragraph, "the total investment of the
insurer" includes any direct investment by the insurer in an asset and the
insurer's proportionate share of the investment in an asset by any subsidiary
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of the insurer, which shall be calculated by multiplying the amount of the
subsidiary's investment by the percentage of the insurer's ownership of such
subsidiary.

4. With the approval of the director, invest any amount in common
stock, preferred stock, debt obligationsi;— or other securities of one or more
subsidiaries, provided that after such investment the insurer's surplus as
regards policyholders will be reasonable in relation to the insurer’s
outstanding liabilities and adequate to its financial needs.

5. With the approval of the director, invest any amount in the common
stock, preferred stock, debt obligations, or other securities of any
subsidiary exclusively engaged in holding title to or holding title to and
managing or developing real or personal property, if, after considering as
a disallowed asset so much of the investment as is represented by subsidiary
assets which if held directly by the insurer would be considered as a
disallowed asset, the insurer's surplus as regards policyholders will be
reasonable in relation to the insurer's outstanding liabilities and adequate
to its financial needs, and if following such investment all voting
securities of such subsidiary would be owned by the insurer.

C. Investments in common stock, preferred stock, debt obligations or
other securities of subsidiaries made pursuant to subsection B of this
séction shall not be subject to any of the otherwise applicable restrictions
or prohibitions contained in this title applicable to such investment of
insurers.

D. Whether any investment pursuant to subsection B of this section
meets the applicable requirements is to be determined before the investment
is made by calculating the applicable investment limitations as if the
investment had already been made, taking into account the then outstanding
principal balance on all previous investments in debt obligations, and the
value of all previous investments in equity securities as of the date they
were made.

E. If an insurer ceases to control a subsidiary, it shall dispose of
any investment therein made pursuant to this section within three years from
the time of the cessation of control or within such further times as the
director may prescribe, unless at any time after such investment has been
made, such investment has met the requirements for investment under any other
section of this title, and the insurer has notified the director thereof.

F. For purposes of this section, in determining whether an insurer's
surplus as regards policyholders is reasonable in relation to the insurer’s
outstanding liabilities and adequate to its financial needs, the following
factors shall be considered:

1. The minimum expendable surplus amount required by section 20-211.

2. The size of the insurer as measured by its assets, capital and

surplus, reserves, premium writings, insurance in force and other appropriate
criteria.
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3. The extent to which the insurer’s business is diversified among the
several lines of insurance.

4. The number and size of risks insured in each line of business.

5. The extent of the geographical dispersion of the insurer's insured
risks.

6. The nature and extent of the insurer's reinsurance program.

7. The quality, diversification and 1liquidity of the insurer's
investment portfolio.

8. The recent past and projected future trend in the size of the
insurer's surplus as regards policyholders.

9. The surplus as regards policyholders maintained by other comparable
insurers.,

10. The adequacy of the insurer’s reserves.

Sec. 2. Section 20-481.21, Arizona Revised Statutes, is amended to
read: _

20-481.21. Confidential records; consent to release: release

without consent; information sharing

A. All documents, materials or other information that is in the
possession or control of the department and that is obtained by or disclosed
to the director or any other person in the course of a filing, an examination
or an investigation made pursuant to sections 20-481.03, 20-481.10,
20-481.12, 20-481.19 and 20-481.20 is confidential and privileged, is not
subject to title 39, chapter 1, article 2 and is not subject to
subpoena. The director may use the documents, materials or other information
in the furtherance of any regulatory or legal action brought as a part of the
director's official duties. The director shall not make the documents,
materials or other information public without the prior written consent of
the insurer to which it pertains unless the director determines, after giving
the insurer and its affiliates who would be affected by the publication
notice and an opportunity to be heard, that the interests of policyholders,
shareholders or the public will be served by the publication. The director
may then publish all or any part of the documents, materials or other
information as the director deems appropriate.

B. The director may:

1. Share nonpublic documents, materials or other information with
other state, federal and international requlatory agencies, with the national
association of insurance commissioners and its affiliates and subsidiaries
and with state, federal and international law enforcement authorities if the
recipient agrees and warrants that it has the authority to maintain the
confidentiality and privileged status of the documents, materials or other
information.

2. Receive documents, materials and other information from the
national association of insurance commissioners and its affiliates and
subsidiaries and from regulatory and law enforcement officials of other
jurisdictions and shall maintain as confidential or privileged any document,
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material or other information received with notice or the understanding that
it is confidential or privileged under the laws of the jurisdiction that is
the source of the document, material or other information.

3. Enter into agreements that govern the sharing and use of documents,
materials and other information and that are consistent with this section.

C. A disclosure to or by the director pursuant to this section or as
a result of sharing information pursuant to subsection B of this section is
not a waiver of any applicable privilege or claim of confidentiality in the
documents, materials or other information disclosed or shared.
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