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MARY JO HUDSON, Ohio :

Superintendent of Insurance, in her Capacity as : ' CLERK OF a
Liquidator of Credit General Insurance ' OF COURTS
Company and Credit General Indemnity

e e

- Company, H :
Case No. 00 CVH 11-9867
Plaintiff,
v. : : Judge Beverly Pfeiffer
CREDIT GENERAL INSURANCE :

COMPANY, et al

Defendants. :

PLAINTIFF’S MOTION FOR APPROVAL
OF LIOUIDATOR’S INVESTMENT GUIDELINES

Plaintiff Mary Jo Hudson, Superintendent of Insurance, in her capacity as the Liquidator
(the “Liquidator”) of Credit General Insurance Company and Credit General Indemnity
Company (collectively “CGIC™), respectfully requests approval of the attached Investment
Guidelines for the Liguidator’s investment of liquidation estate assets,
This Motion is supported by the attached Memorandum in Support.
Respectfully submitted,
NANCY H. ROGERS

Attorney General of Ohio

By Outside Counsel:

KEGL BROWN HILL & RITTER, CO.L.P.A,

Kems (0021781)
R.lchardW Schuermann, Jr. (0032546)
Jeffrey D, Porter (0066380)
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- 65 E. State Street, Suite 1800

Columbus, Ohio 43215
Telephone: (614) 462-5400

‘Facsimile: (614) 464-2634

kkerns@keglerbrown.com
rschuermann(@keglerbrown.com
iporter@keglerbrown.com

Attorneys for Mary Jo Hudson, in her
capacity as Liguidator of Credit General
Insurance Company and Credit General
Indemnity Company




MEMORANDUM IN SUPPORT
L Introduction

On December 12, 2000, and on January 5, 2001, Credit General Indemnity Company and
Credit é,encral Insurance Company, respectively, were placed in liquidation by orders of the
Court of Common Pleas of Franklin County, Ohio (the “Liquidation Orders”) 'in. a proceeding
captioned J. Lee Covington II, Superintendent of Insurance, Ohio Department of Insurance vs.
Credit General Insurance Company, Case No. 00-CVHI1-9867. The Liquidation Orders
directed the Liquidator to take possession of the assets of Credit General Indemnity Company
and Credit General Insurance Company (collectively “CGIC™), and to administer those assets
under the general supervision of this Court.

One of the Liquidator’s primary responsibilities js the marshaling of assets of the CGIC
liquidation estate for ultimate distribution to the liquidation -éstate’s‘ policyholders and creditors
pursnant to Ohio Revised Code Chapter 3903. In the process of marshaling assets, the Liquidator
routinely receives and deposits cash and purchases and sells various investment securities. The
cash and investment security balances are reported by the Liquidator to this Court in the semi-
annual Periodic Accountings provided for in Ohio 1£eviscd Code §3903.18(E) and the
Liquidation Orders.

The Liguidator also retains an independent anditing firm to perforﬁl an annual andit of
the Liquidator’s internal .controls relating to cash r:ec,eiﬁts and disbursements and the purphasé
_ and rfs.‘ale of investment sécurities in order to ensure the integrity of the Liquidator’s accounting
system. The Liquidator files the independent audit report with this Court annually to demonstrate

the integrity of the Periodic Accountings and the Liquidator’s internal controls.
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IL Liguidation Estate Fands .

Ohio Revised Code §3903.21(A)(15) authorizes the Liquidator to “{d]eposit in one or
more banks in this state such sums as are required for méeﬁng cutrent administration expenses
and divi‘dcnd distributions.” With regard to the sums in excess of the amounts needed for current
administration expenses and dividend distributions, R.C. 3903.21(A)(16) authorizes . the
Liquidator to “[i]nvest all sums not currently needed, unless the court orders otherwise.” The
Liquidation Orders contain the same direction at paragraphs 7(q) and 7(r), respectively.

Since the inception of the CGIC liquidation, the Liquidator has reinvested cash proceeds
of this liquidation, as well as the money from other liquidaﬁdns and/or rehabilitations, handled
by the Office of the Ohio Insurance Liquidator, in collateralized U.S. Government Repurchase
Agreements and U.S. Treasury Notes. The Liquidator may not commingle funds of the various
insurance companies in liqﬁidation or rehabilitation, Accordingly, the funds of -each insolvent
insurance company are held separately in the name of individual liquidation or rehabilitation
estate, with each estate having its own operating and brokerage accounts.

.  Transfer of Banking and Investment Rela.tioﬁshﬁp
the month of October, 2008, the Liquidator transferred the banking and investment

accounts of the various insurance companies in liquidation and rehabilitation to JPMorgan

Chase, N.A., and JPMorgan Securities, Inc. Consequently, the funds of the CGIC liquidation -

estate requited for current adminisiration expenses are deposited in an operating account with

TPMorgan Chagse, and the funds in excess of those requirements are invested with JPMorgal_n '

Securities.
In conjunction with the transfer of the banking and investment accounts to JPMorgan, the

Liquidator undertook a review of the investment objectives and guidelines that govern the

101044.000001/#48259440-8451 +1, December 20, 2008 i . 4




management of assets of the Vaﬁoné- insolvent insurance companies handled by the Office of the
Ohio Insurance Liquidator. The Liquidator’s Investment Guidelines were last updated in 1990.
After consultation with investment experts, the Liquidator adopted u_pda't_ed Investment
G.uidelinés, which are described in Section IV, below.
IV. Investment Objectives and Guidelines

The Liquidator’s investment objectives are: (1) t¢ maximize safety of principal; (2) to
maintenance of a high degree of liquidity; (3) to ensure proper matching of asset maturities {0
anticipated disbursement needs of the individual estates; and (4) to optimize the current return on
invested assets. The Liquidator invests all funds in excess of operating needs in the types of
investments outlined in the Investment Guidelines attached hereto as Exhibit A. The Liquidator
diversifies investments into the classifications of obligations ouilined in the Investment
Guidelines based upon the relative rates of return of the investments and the short-term cash flow
needs of the individual estates. The Liquidator holds all U.S. Treasury Obligations for their term
in order to avoid risk to the estates due to interest rate fluctuations. The remaining funds are
invested in shorter-term obligations to maximize the rafe of return.

- The Investment Guidelines adopted by the Liquidator outline the classification of

- obligations in which the Liquidator may invest the funds of the vaﬁous estates, consistent with

her fiduciary obligations and her goal of effectively and prudently investing the funds of this and

the other estates. Thie authorized investment vehicles maximize the safety of principal. The filing

of these updated Investment Guidelines is to disclose to the CGIC liquidation estate’s

policyholders and creditors the conservative and prudent investment guidelines adhered to by the

Liquidator.
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III. Conclusion

The Liquidator respectfully requests the Court’s approval of the atfached Investmenit
Guidelines for the Liquidator’s investment of liquidation estate assets.

} Respectfully submitted,

NANCY H. ROGERS
Attorney General of Ohio
By Outside Counsel:

KEGLER, BROWN, HILL & RITTER, CO. L.P.A.

By: C\-p ?ﬂ’\-—-‘

R.|eyin Kems (002£781) \

Richard W. Schuermann, Jr. (0032546)
Jefirey D. Porter {0066380)

65 E. State Sireet, Suite 1800
Columbus, Ohio 43215

Telephone: (614) 462-5400

Facsimile; (614) 464-2634
kkerns@keglerbrown.com
rschuermamn@keglerbrown.com
jporter@keglerbrown.com

Attorneys for Mary Jo Hudson, in her
capacity as Liguidator of Credit General
Insurance Company and Credit General
Indemnity Company
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EXHIBIT

A

L  POLICY

The following investment _objecﬁves and guidefines govern the management of assets of the
various insurence companies in liquidation, or in rehabilitation, for the Office of the Ohio
Insurance Liquidator (“OIL”) The qumdator may not commingle funds of the variaus
insuranice companies in liquidation or in rehabilitation. Accordingly, fhe funds of each
company are held separately in the name of individual estate, Rach estafe has its own operating
and brokerage accounts.

II. QOBJECTIVES

The foilowmg objectives apply to all investments executed by or on behalf of OIL: (1) to .
mazximize safety of principal; (2) to maintenance of a high degree of liquidity; (3) to ensure
proper matching of asset maturities 1o anticipated disbursement needs of the individual -estates;
and (4) to-optimize the cirrent return on invested assets.

The Liquidator invests all funds in excess of operating needs in the types of investments
outlined below, The Liquidator diversifies investments into the classifications of obligations
outlined in the Guidelines section below based upon the relative rates of retum of the
investments and the short-term cash flow needs of the individual estates. The Liquidator holds
all U.8. Treasury Obligations for their term in order to avoid risk to the estates due to interest
rate fluctuations. The remaining funds are invested in shorter-term obligations to maximize the
rate of refurn,

M. GUIDELINES

The Liquidator may invest or execute transactions for any part or all of the funds of the various
estates'in the following classifications of obligations only: :
A. US, Treasury Obligations., United States freasury bills, notes,
bonds, or any other -obligations or securities issued by ‘the United
States treasury or any other obligation guswanteed as to principal and
interest by the United States.

'B. Federal .Agency Obligations. Bonds, notes, debentures, or any
other obligations or securities issued by any federal government
agency or mslxumentahty

C. No-Load Money Market Mutual Funds. No-load money market
mutnal funds consisting exclusively of the following classifications
of obligations: (I) United States treasury bills, nofes, bonds, or any
other obligations or securities issued by the United States treasury or
any other obligation guaranteed ds to principal and interest by the
United States; or (2) Bonds, notes, debenfures, or any other
obligations or securities zssued by any federal government agency or
instrumentality.




D. Certificates of Deposit. Certificates of deposit in an eligible Ohio
financial institution that is 2 member of the federal reserve system or
federal home loan bank.

E. Repurchase Agreements., Investments in written repurchase
agreements that set forth the terms and conditions of the agreement
between fhe parties, under the ferms of which agreement the
participating institution agrees unconditionally to repurchase any of
the securities listed in section (A) or (B) above. The agreement shall
contain the requirement that for each transaction pursuant to the
agreement, fhe participating institufion shafl provide all of the
following information:

1. the face amount of the securities;

2. the type, rate, and maturity date of the securities; and

3 a numerical identifier generally accepted in the securities
industry that designates the securities.




CERTIFICATE OF SERVICE
The undersigned hereby certifies that a true and accurate copy of the foregoing Motion
Sfor Approval of Liquidator’s Investment Guidelines wﬁé served upon all- interested parties on

the attached list, via Regular Mail, postage prepaid, on this 2@ day of December 2008.

’44 o 0 T
@D Porter (0’066380)
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Kenneth Seminatore

815 Superior Avenue, Suite 1715
The Superior Building
Cleveland, OB 44114-2700

Hermeann, Cahn & Schneider
1301 Bast Ninth Street, Suite 500
Cleveland, OH 44114-1876

Peter A, Rome

Ulsner & Berne LLP

Skylight Office Tower

1660 West 2nd Street, Suite 1100
Cleveland, OH 44113-1448

Grant Thomton
1228 Euclid Avenue, Suite 300
Cleveland, OH 44115

‘The Hunfington National Bank
Vehicle Leasing

P.O. Box 2059

Columbus, OH 43216

Giovanni’s Restaurant
25550 Chagrin Avenue
Beachwood, OH 44112

Linda Panzarelia

c/o Russeil A, Kelm

37 W. Broad Sireet, Suite 860
Colymbus, OH 43215

Kahn, Kleinman, LPA

. 1301°E, Ninth Street, Suite 2600
Cleveland, OB 44114-1824
Counsel for Laura Darcy
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John R. Climaco, Bsq.

Climaco, Lefkowitz, Peca, Wilcox &

Garofoli LPA
55 Public-Square, Suite 1950
Cleveland, Ohio 44113

David Alexander, Esq.
Stephen D. Lerner, Esqg.

Squire, Sanders & Dempsey LLP
41 8. High Street, Suite 1300
Columbps, OH 43215-6197
Counsel for US Bank

CNA Insurance

Attn: Law Department
NA Plaza, Sunite 285
Chicago, IL. 60685

Ronald A. Rispo

‘Weston Hurd, LLP

The Tower at Frieview

1301 E. 9" Street, Ste. 1900
Cleveland, OH 44114-1862
Counsel for Campania Management.

- Lisa Moore

Accelerated Claims Services, Inc.

555 N, Parkcenter Drive,

Suite 115
Santa Ana, CA 92705

Bryan Penton

Administration Claim Service

8970 West 35W Service Drive
Minneapolis, MN 55449

Stephen G, Schweller, Esq.
Dinsmore & Shohl L1P

255 East Fifth Street, Ste, 1900
Cincinnati, Ohio 45202

Lynn Berg
Anchor Claims Managerent

P.0. Box 819045

Dallas, TX 75381-9045

Marina Joseph
Aflantic Risk Services
Three Giralda Farm
Madison, NJ 07940

Tamumy Richison

ASU Risk Management
2120 University Park Drive
Okemos, MI 48805-0077

Sean C. Logan, Esq. ‘
Annapolis Consulting Group LLC
2530 Riva Road, Suite 308
Annapolis, MD 21402

PRS Trustee

Jamie M. Ramsey, Esq.
Robert G. Sanker

Keating, Muething & Klekamp
1400 Provident Tower

One East Fourth Street
Cincinnati, OH 45202

Counsel for the TIG Insurance Co.

Tonna Dowan
Cunningham Lindsey
405 Highway 121 Bypass
Building A, Suite 200
Lewisville, TX 75067

Dave Kocourek
Gallagher Bassett
Two Pierce Place
Tiasca, IL 60143-3141

Lon Brentzel
GAB Robins
10010 Cobblestone Dr.
Trwin, PA 15642-5527

Debbie Smith

Director of Operations
Gates McDonald

5525 Parkcenter Circle
Dublin, OH 43017




Greg Fazekash
2169 Andover Place
Hudson, OH 44236-5400

Randy Chapman

Hewitt Coleman & Associates
P.O. Box 5500

Greenville, SC 29606

Wayne D. Wilson

Director

CA Insurance Guarantee Assn.
700 N. Brand Blvd.

Glendale, CA 91203

Paul M. Gulko, Exec. Secretary
New Hampshire Insurance
Guaranty

One Bowdoin Square

Boston, MA 02114-2916

David Scibal

Scibal Associates Inc.
P.0. Box 500

Somers Point, NT 08244

John F. Winkler, Esq.

‘Winkler & Winkler LLC

326 S. High Street, Suite 400
Columbus, OH 43215

Counsel for Reliance Insurance

Danijel W. Costello, Esqg.

Porter, Wright, Morris & Arthur
41 S. High Street

Columbus, OH 43215

. Counsel for RSKCo

101044,000001/#4825-9440-8451-v1, December 29, 2008

Roger Schantz, Esq,

Mark Tucker, Esq.

Jennifer M. Turk, Esq.
Benesch Friedlander Coplan &
Aronoff, LLP

41 8. High Street, Suite 2600
Columbus, OH 43215
Counsel for the PRS Trustee

Jeffrey J. Cahill, Managing Sec.
N.D, Insurance Guaranty Assn.
P.O. Box 2634

Bismark, ND 58502-2634

Timothy Jay Houseal, Esq.
Maureen D. Luke, Esq.
Young Conaway Stargatt &
Taylor, LLP

1000 West Street, 17* Floor
Wilmington, DE 19801
Counsel for the PRS Trustee

Susan Kaye

Risk Enterprise Management
1355 Mendota Heights Rd.,
Ste. 130

Mendota Heights, MN 55120

Michael E. Surguine, Exee. Dir,
Arizona Property & Casualty
Insurance Guaranty Fund

1110 West Washington

Suite 270

Phoenix, AZ 85007

Steve A, Ubrynowycez
Liquidation Dir.Deputy Receiver
Arkansas Dept. of Insurance
1200°W. Third Street, Suite 340
Little Rock, AR 72201-1904

F. James Foley, Esq,

. Vorys Sater Seymour and Pease

P.O. Box 1008
Columbus, OH 43216-1008
Counsel for OIGA

Vaughn Leslie

Appalachian Claims Service
1110 West Clinch Avenue
Knoxville, TN 37916

Jim Leach

Association Services, Inc,

2410 Paces Ferry Road, Suite 300
Atlanta, GA 30339 '

Law Offices of Tohn J. Gallagher
1760 Market Street, Suite 1100

‘Philadelphia, PA 19103

Davies Burton, Manager
Ancillary Receiverships Admin.
New York Liquidation Bureau
123 William Street

New York, NY 10038

Edwin E. Evans, Managing Sec.
8.D. Insurance Goaranty Assn.
513 8. Main Avenue

P.O.Box 1030

Sioux Fails, S 57101-1030

Barbara F. Cox, CPCU

VP - Legal & Regulatory Affairs
NCIGF

300 North Meridian St., Ste 1020
Indianapolis, IN 46204

David A. Kopech, Esq.
Kopech & O'Grady LLC -
500 S. Front St., Suite 1200
Columbus, OH 43215




Thomszs J. Hennessey, Esq.
Bingham McCnichen LLP
150 Federal Street

Boston, MA 02110

Counsel for the PRS Trustee

John C, Hartranft

Porter Wright Morris & Arfhur

41 South High Street

Columbus, OH 43215-6194
Counsel for Certified Systems, Inc.

Alan F, Berliner

Thompson Hine & Flory

One Colurmbus

10 West Broad Stzeet

Columbus, OH 453215-3435
Counsel for John Hancock,
Monumental Life Insurance
Company, General Casualty and
General Reinsurance (GenRe)

Micholas D, Satullo, Esq.
Reminger & Reminger Co., LPA
1400 Midtand Building

101 Prospect Avenue, West
Cleveland, Ohio 44115-1093
Counsel for AmTrust Financial
Group

Dave Magin

Tutercare Insutance Services
P.0O. Box 579

Roseville, CA 95661-0579

Timothy J. Meenan
Blank & Meenan, PA
204 South Menroe St.
Tallahassee, FI. 32301
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W, Evan Price I

Bailey Cavalieri LLC

One Columbus, Suite 2100
10 West Broad Street
Columbus, OH 43215
Counsel for TTC Illinois, Ine.

Andrew D, Bratzel

The ServiceMaster Company
3250 Lacey Road, #600
Downers Grove, IL 60515

Marvin Kelly, Exec. Director
Texas Property & Casualty
Insurance Guaranty Assn,
©120 Bumnet Road

Austin, TX 78758

Scott Myers

Assistant Attorney General
30 E. Broad Street, 26™ Floor
Columbus, OH 43215-3428

Drexel B. Harris

Associate General Counsel
Reliance Insurance Company
75 Broad Sireet - 10th Floor
New York, NY 10004

10

James R. Rishel
‘Rinehart & Rishel

300 East Broad Street, #190
Columbus, OH 43215
Counsel for Robert Lucia

Harold S. Horwich, Bsq.
Stephen M. Hryniewicz, Esq.
Bingham McCutchen LLP
One State Street

Hartford, CT 06103-3178
Counsel for the PRS Trustee

David H, Levitt

Hinshaw & Culbertson

222 N. LaSalle, Suite 300
Chicago, IL. 60601

Counsel for Certified Systems, Inc.

Gerritt M., Prinske, Esq.

"Pamela Dunlop Gates, Esq.

Thoempson, Coe, Cousins & Irons
Plaza of the Americas

700 N. Pearl Street, 25™ Floor
Dallas, TX 75201-2832

Counsel for the TIG Insurance Co.

Thomas W, Jenkins

Rowe W. Snider

Lord Bissell & Brook

111 8. Wacker

Chicago, IL 60606

Counsel for Hlinois Guaranty Assn.




