8 1403. Reserve and other investnents; certain requirenents. (a) If
the requirenents of section one thousand four hundred two of this
article are net:

(1) any donestic life insurance conpany nay invest its funds in, or
ot herwi se acquire, or |loan upon, only the types of investnents specified
in section one thousand four hundred two, this section, sections one
t housand four hundred five, one thousand four hundred six, one thousand
four hundred ten, four thousand two hundred forty and article seventeen
of this chapter, subject to the limtations therein contained. The
provi sions of section one thousand four hundred four of this article
shall not have any application to investnents of |ife insurance
conpani es, except to the extent provided in paragraph four of subsection
(b) of section one thousand four hundred two of this article;

(2) any donestic corporation subject to article forty-three or
sixty-four of this chapter and any donestic fraternal benefit society
subject to article forty-five of this chapter may invest its funds in,
or otherw se acquire, or |oan upon, only the types of investnents
specified in section one thousand four hundred two, this section and
section one thousand four hundred four of this article, except as may be
nodi fied by said article forty-three or sixty-four of this chapter as to
corporations organi zed thereunder or by article forty-five of this
chapter as to societies organi zed thereunder. Any such corporation
subject to article forty-three or any such society governed by
subsection (a) of section forty-five hundred twenty-nine of this chapter
may al so invest in, or otherw se acquire, subsidiaries to the extent
permtted by subsection (b) of section one thousand seven hundred one of
this chapter. Any such fraternal benefit society may al so nake policy
| oans under section one thousand four hundred six of this article.

(b) A donestic charitable annuity society, the investnents of which
are subject to the provisions of section eleven hundred ten of this
chapter, may invest such of its assets (the investnent of which is
controlled by section el even hundred ten) in, or otherw se acquire, or
| oan upon, only the types of securities specified in section one
t housand four hundred two, this section and section one thousand four
hundred four of this article. A retirenent system subject to the
provisions of article forty-six of this chapter may invest its funds
only as provided in article forty-six of this chapter. In addition, a



retirement systemsubject to article forty-six may acquire subsidiaries
under article seventeen of this chapter and nay establish separate
accounts under section four thousand two hundred forty of this chapter,
in each case to the extent permtted by article forty-six of this
chapter.

(c) If the requirenents of section one thousand four hundred two of
this article are net, any donestic insurer, other than an insurer
subj ect to subsection (a) or (b) of this section, may, except as set
forth below, invest its funds in, or otherw se acquire, or |oan upon,
only the types of investnents specified in such section, this section
and subsection (a) of section one thousand four hundred four of this
article (except paragraphs eight and ten of subsection (a) of such
section); provided that any such donmestic insurer may al so invest its
funds in, or otherw se acquire or |oan upon investnents pernmtted under
sections one thousand four hundred seven (including investnents of the
cl asses described in paragraphs eight and ten of subsection (a) of
section one thousand four hundred four), section one thousand four
hundred eight of this article and article sixteen of this chapter, so
long as it nmamintains cash, investnents required by section one thousand
four hundred two of this article and reserve investnments under
subsection (a) of section one thousand four hundred four of this
article, free fromany lien or pledge, which, when valued in accordance
with the provisions of this chapter, shall at |east equal fifty percent
of the aggregate anmount of its unearned prem um |oss and | oss
adj ust mrent expense reserves as shown by its |last sworn statenent, annual
or quarterly, on file with the superintendent. If an insurer, other than
an accident and health insurance conpany, maintains cash, investnents
required by section one thousand four hundred two of this article and
reserve investnments under subsection (a) of section one thousand four
hundred four of this article, free fromany lien or pledge, which, when
val ued in accordance with the provisions of this chapter, shall at |east
equal the aggregate of seventy percent of its |loss and | oss adjustnment
expense reserves and fifty percent of its unearned prem umreserves as
shown by its last sworn statenment, annual or quarterly, on file with the
superintendent, then such insurer, other than an accident and health
i nsurance conpany, may in addition enter into the types of transactions
set forth in section one thousand four hundred ten of this article,



subject to the limtations set forth in such section. The term"lien or
pl edge"” as used in this subsection shall not include any deposit of
securities or cash with any governnent, nor trusteed assets, held in
trust for the benefit or protection of all or any class of the

pol i cyhol ders, or policyhol ders and creditors, of such insurer.

(d) (1) Except for investnents referred to in subsection (e) of this
section, investnents that are neither interest bearing nor inconme paying
shal | be purchased or acquired only under, and to the extent permtted
by, subsection (b) of section one thousand four hundred four of this
article (in the case of insurers that nake investnents under section one
t housand four hundred four of this article other than insurers naking
i nvestments under the authority of subsection (c) of this section),
par agr aph ei ght of subsection (a) of section one thousand four hundred
five of this article (in the case of insurers that make investnents
under section one thousand four hundred five) or section one thousand
four hundred seven of this article (in the case of insurers that nake
i nvestments under the authority of subsection (c) of this section),
however, a default in interest or income occurring subsequent to the
purchase or other acquisition of an investnent shall not affect the
al  ownance thereof as an admtted asset at the nmarket val ue thereof.

(2) (A) Notwi thstanding any other provision of this article, a donestic
i nsurer maki ng i nvestnents pursuant to paragraph two of subsection (a)
of this section, a donestic charitable annuity society and a retirenent
syst em nmaeki ng i nvestments pursuant to subsection (b) of this section,
and a donestic accident and health insurer naking investnents pursuant
to subsection (c) of this section nmay sell call options on securities,
provi ded that:

(i) such options are traded on a securities exchange regi stered under
the laws of the United States, and

(ii) the insurer holds, or can imredi ately acquire through the
exerci se of warrants or conversion rights al ready owed at a
contractual ly specified price, the underlying securities during the
entire period the option is outstanding.

(B) An insurer selling call options on securities pursuant to
subpar agraph (A) of this paragraph may purchase any such option to
of fset an outstandi ng option previously sold by the insurer for the sane
ki nd and anmount of securities.



(e) (1) Nothing contained in this chapter shall prohibit the
acqui sition by any insurer of other securities or property (i) received
as a dividend or pursuant to a judicial or |awful non-judicial plan of
reorgani zation or dissolution or pursuant to a |lawful and bona fide
agreenent of bul k reinsurance or consolidation; or (ii) received through
the exercise of rights of conversion, stock warrants or stock options
acquired by it in accordance with this subsection or section one
t housand four hundred four, one thousand four hundred five, one thousand
four hundred seven or one thousand four hundred ten of this article. Nor
shall anything in this chapter prohibit acquisition of (1) an investnent
perm tted under section one thousand four hundred four, one thousand
four hundred five, one thousand four hundred seven or one thousand four
hundred ten of this article because such investnent is convertible into
ot her securities in which such insurer is not permtted to invest under
this chapter, or because such insurer receives in connection with such
i nvest ment stock warrants, whether detachabl e or non-detachabl e, stock
options, stock, property interests or other assets of any kind or (2)
securities or property (real or personal) or any interest therein
received in satisfaction of a debt previously owing to such insurer. |f
any securities or other property received by any insurer in accordance
with the first sentence of this paragraph shall consist in whole or in
part of shares of any institution or of obligations or other property
not neeting the requirenents specified in section one thousand four
hundred four (in the case of insurers making investnents under the
authority of section one thousand four hundred four) or section one
t housand four hundred five (in the case of insurers naking investnents
under the authority of section one thousand four hundred five) of this
article, then any such shares and any such obligations or property so
recei ved shall be disposed of within five years fromthe tinme of
acqui sition or before the expiration of such further period or periods
of tinme as may be prescribed in witing by the superintendent, unless at
any tinme after such acquisition such shares, obligations or property
shal | have met such requirenents and the insurer has notified the
superi nt endent thereof.

(2) Except as otherw se specifically provided in this chapter
i nvestnments in subsidiaries are not subject to the provisions of this
section, section one thousand four hundred four (except paragraph nine



of subsection (a) thereof) or one thousand four hundred five of this
article.

(f) (1) Subsidiaries of domestic |ife insurance conpani es, whether
acqui red under subsection (e) of this section, sections one thousand
four hundred five, four thousand two hundred forty, or otherw se, shal
be subject to the provisions of article seventeen of this chapter to the
extent therein provided.

(2) Subsidiaries of domestic corporations subject to article
forty-three of this chapter and of donestic retirenent systens, whether
acqui red under subsection (e) of this section, section one thousand four
hundred four, four thousand two hundred forty (in the case of retirenent
systens), or otherw se, shall be subject to the provisions of article
seventeen of this chapter to the extent therein provided.

(g) This section does not prohibit any donmestic insurance conpany from
acquiring shares under article seventy-one of this chapter or any
donestic life insurance conpany from acquiring shares of its own capital
stock pursuant to section seven thousand three hundred two of this
chapter.

(h) Wth respect to all transactions between a donestic insurer and
any person, five percent or nore of whose voting securities are held,
directly or indirectly, by such insurer, but which is not a subsidiary,
the insurer shall maintain books, accounts and records that disclose
clearly and accurately the nature and detail of such transactions.

(i) (1) Except as provided in subparagraph (A) of paragraph two of
subsection (a) of section four thousand two hundred forty of this
chapter, investnents nade for separate accounts under the provisions of
section four thousand two hundred forty of this chapter shall be
di sregarded, and shall be excluded fromadmtted assets, in applying the
guantitative investnent limtations contained in this chapter to other
i nvest nment s.

(2) Except as provided in subparagraph (A) of paragraph two of
subsection (a) or paragraph four of subsection (a) of section four
t housand two hundred forty of this chapter, the restrictions,
limtations and other provisions relating to investnents specified in
this chapter shall not apply to investnments made for separate accounts
under the provisions of section four thousand two hundred forty of this
chapter.






