8§ 1405. Investnments of |ife insurers. (a) The assets of a donestic
insurer that is authorized to make investnments under this section nay be
invested in the follow ng types of investnments, in addition to
i nvest ments ot herwi se aut hori zed, subject in the case of investnents
made under this section to the limtations set forth bel ow and the
provi si ons of subsections (c), (d) and (e) of this section:

(1) CGovernnental obligations. Cbligations, not in default, issued,
assumed, guaranteed or insured by (i) the United States of Anerica or hy
any agency or instrumentality thereof, (ii) any state of the United
States of America, (iii) the District of Colunbia, (iv) any territory or
possession of the United States of America or any other governnental
unit in the United States, or (v) any agency or instrunentality of any
governnmental unit referred toin itens (ii), (iii) and (iv) above,
provided that, in the case of obligations issued, assumed, guaranteed or
i nsured by any governnental unit referred to in item(iv) above or any
agency or instrunentality referred to in item (v) above, such
obligations are by law (statutory or otherw se) payable, as to both
principal and interest, fromtaxes levied or by lawrequired to be
| evied or from adequate special revenues pl edged or ot herw se
appropriated or by law required to be provided for the purpose of such
paynment, but in no event shall obligations be eligible for investnent
under this paragraph if payable solely out of special assessnents on
properties benefited by | ocal inprovenents.

(2) Obligations and preferred shares of American institutions. (i)

ol igations, not in default, whether or not secured and with or w thout
recourse, issued, assuned, guaranteed, insured or accepted by American
institutions (or trustees or receivers therefor) and (ii) preferred
shares of any such institution, provided, however, that after giving
effect to any such investnent in preferred shares of any institution,

t he aggregate anount of investnents in preferred shares of such
institution made under this section shall not exceed two percent of the
insurer's admtted assets.

(3) nligations secured by real property or interests therein.

ol igations, or participations therein, secured by liens on real
property or interests therein |located within the United States and not

el i gi bl e under paragraph one or two of this subsection, provided that no
i nsurer making investnents under the authority of this section shal



i nvest in or |oan upon the security of any one property, under the
authority of this paragraph, nore than thirty thousand dollars or two
percent of admitted assets, whichever is the greater.

(4) Real property or interests therein. Investnments in real property
or interests therein |located in the United States, held directly or
evi denced by partnership interests, stock of corporations (including,
wi thout limtation, subsidiaries engaged or organi zed to engage
exclusively in the ownershi p and managenent of real property or
interests therein), trust certificates or other instrunents, and
acquired (i) as an investnent for the production of incone or to be
i mproved or devel oped for such investnent purpose, or (ii) for the
conveni ent accomodati on of the insurer's business; provided that, after
giving effect to any such investnent, (l) the aggregate anount of such
i nvest ments made under this paragraph and then held by such insurer
shall not exceed twenty-five percent of the insurer's admtted assets,
(I'l) the aggregate anount of investnments made under item (i) of this
par agraph and then held by such insurer shall not exceed twenty percent
of the insurer's admtted assets, and (lI1l) investnents held under item
(i) above in each property constituting such investnent (including
i nprovenents thereon) shall not in the aggregate exceed two percent of
the insurer's admtted assets, and provided, further, that no investnent
in real property may be nade under item (ii) herein, (aa) if, after
giving effect thereto, the aggregate anount of such investnents then
hel d by the insurer would exceed ten percent of the insurer's adnmtted
assets, (bb) without the prior approval of the superintendent, if, after
giving effect thereto, the aggregate anount of such investnents in each
property constituting such investnent (including inprovenments thereon)
then held by such insurer woul d exceed two percent of the insurer's
adm tted assets, and (cc) without the prior approval of the
superintendent, in the case of an investnment by a donestic insurer in
real property located outside this state, if, after giving effect
thereto, the aggregate anount of such investnents in the property
constituting such investnent (including inprovenents thereon) would
exceed one-fifth of one percent of the insurer's admtted assets.

(5) Personal property or interests therein. Investnents in personal
property or interests therein |ocated or used wholly or in part within
the United States, held directly or evidenced by partnership interests,



stock of corporations (including, without limtation, subsidiaries
engaged or organi zed to engage exclusively in the ownership and
managenent of personal property or interests therein), trust
certificates or other instrunents, provided that, after giving effect to
any such investnent, (i) the aggregate anmobunt of such investnents nade
under this paragraph and then held by such insurer shall not exceed ten
percent of the insurer's admtted assets and (ii) investnents held under
this paragraph in the item of personal property constituting such

i nvestment shall not in the aggregate exceed one percent of the
insurer's admtted assets.

(6) Equity interests. Investnents (in addition to investnents of the
types described in this paragraph but made or acquired under article
sevent een, section one thousand four hundred three, paragraphs four and
five of this subsection or section four thousand two hundred forty of
this chapter) in conmon shares, partnership interests, trust
certificates or other equity interests (other than preferred shares) of
Anerican institutions, provided that, after giving effect to any
i nvest ment nade under this paragraph, (i) the aggregate anmount of
i nvestments made under this paragraph in the institution in which such
i nvestnment is then being made and then held by such insurer shall not
exceed two percent of the insurer's admtted assets and (ii) the
aggregate anmount of all investnents nade under this paragraph and then
hel d by such insurer shall not exceed twenty percent of the insurer's
adm tted assets.

(7) Foreign investnents. (A) Canadi an i nvestnents substantially of the
sanme types as those eligible for investnent under paragraphs one through
six of this subsection, provided that, after giving effect to any
i nvest ment nade under this subparagraph, the aggregate anmount of
i nvest ments made under this subparagraph and then held by such insurer
shall not exceed ten percent of the insurer's admitted assets, except
where a greater anount is permtted under subparagraph (B) below (in
whi ch case the provisions of this subparagraph shall not be applicable).

(B) I'n the case of any donestic insurer that is authorized to do
business in a foreign country or possession of the United States of
Anerica or that has outstandi ng i nsurance, annuity or reinsurance
contracts on lives or risks resident or |ocated in such foreign country
or possession, investnents in such foreign country or possession that



are substantially of the sanme types as those eligible for investnent
under paragraphs one through six of this subsection; provided that,
except where a greater anmount is permtted under subparagraph (A) above,
after giving effect to any investnment in such foreign country or
possessi on nade under this subparagraph, the aggregate anmount of cash in
the currency of such foreign country or possession and of investnents in
such foreign country or possession made under this subparagraph and then
hel d by such insurer shall not exceed one and one-half tines the anount
of such insurer's reserves and ot her obligations under such contracts or
t he amount which such insurer is required by law to invest in such
country or possession, whichever shall be greater.

(© Investnents in foreign countries, in addition to Canadi an
i nvestments and investnents permtted by subparagraph (B) of this
par agraph, that are substantially of the sanme types as those eligible
for investnent under paragraphs one through six of this subsection,
provi ded that, after giving effect to any investnent nade under this
subpar agr aph, the aggregate anmount of investnents qualified under this
subpar agraph and then held by such insurer shall not exceed twenty
percent of the insurer's admtted assets; and

(i) the issuer or obligor is (lI) a jurisdiction, which is rated in one
of the four highest rating categories by an independent, nationally
recogni zed United States rating agency, (l1) any political subdivision
or other governnmental unit of any such jurisdiction, or any agency or
instrunmentality of any such jurisdiction, political subdivision or other
governnmental unit or (lII1l1) an institution which is organized under the
| aws of any such jurisdiction or, in the case of such paragraphs three
and four of this subsection, the real property is located in any such
jurisdiction; and

(ii) an insurer shall not make any investnent in any foreign country
pursuant to this subparagraph, if such investnent, together with al
ot her investnents in the sane foreign country so nade and then held by
such insurer, would exceed seven percent of the insurer's admtted
assets.

(D) I'n addition to the foreign investnments pernmitted under the
precedi ng subpar agraphs of this paragraph, foreign investnents that are
substantially of the sane types as those eligible for investnent under
par agr aphs one through six of this subsection, provided that, after



giving effect to any investnent nade under this subparagraph, the
aggregat e anount of investnents nade under this subparagraph and then
hel d by such insurer shall not exceed six percent of the insurer's
adm tted assets, and provided further that an insurer shall not nake any
i nvestnment in any foreign country pursuant to this subparagraph, if such
i nvestnment, together with all other investnents in the sane foreign
country so made and then held by such insurer, would exceed three
percent of the insurer's admtted assets.

(8) Oher investnents. Investnents that do not qualify or are not
perm tted under any other paragraph of this subsection, provided that,
after giving effect to any such investnent, (i) if such investnent is of
a type described in paragraph three or five or item (i) of paragraph
four or paragraph six of this subsection, the aggregate anmount of
i nvestments of such type made under this paragraph and then held by such
i nsurer shall not exceed five percent of the insurer's admtted assets,
(ii) if such investnment is of a type described in paragraph six of this
subsection, the aggregate anount of such investnents nmade under this
paragraph in the institution in which such investnent is then being nade
and then held by such insurer shall not exceed two percent of the
insurer's admitted assets, (iii) if such investnent is of a type
described in paragraph seven of this subsection, the aggregate anmount of
i nvestnments of all types described in said paragraph seven and nade
under this paragraph and then held by such insurer shall not exceed two
percent of the insurer's admtted assets, and (iv) the aggregate anount
of all investnments nmade under this paragraph and then held by such
i nsurer shall not exceed fourteen percent (but not nore than ten percent
in investnents in institutions not having their principal operations in
this state and in real and personal property and interests therein
| ocated outside this state and in nortgages and security interests with
respect to real and personal property located outside this state) of the
insurer's admitted assets. Investnents that are neither interest bearing
nor income payi ng, made under this paragraph as provided in paragraph
one of subsection (d) of section one thousand four hundred three of this
article, shall be subject to all the provisions of this paragraph and
may not be acquired if the aggregate anmount thereof imrediately after
such acqui sition woul d exceed three percent of the insurer's adnmtted
assets.



(b) (1) For the purposes of this section, article seventeen of this
chapter and section one thousand four hundred three of this article,

(A) "aggregate anount" of investnents neans, subject to the provisions
of the final sentence of this subsection, the aggregate depreciated cost
thereof, in the case of investnents of the types described in paragraphs
four and five of subsection (a) of this section, and the aggregate cost
thereof in the case of investnments of other types;

(B) "admitted assets" neans the anmount thereof as of the |ast day of
the nost recently concluded annual statenent year subject to the
foll owi ng adj ustnents;

(i) assets held in separate accounts established under section four
t housand two hundred forty of this chapter shall be included only to the
extent of anmounts allocated to such separate accounts pursuant to
par agr aph three of subsection (a) of said section four thousand two
hundred forty; and

(ii) investnments in subsidiaries referred to in subsection (c) of
section one thousand seven hundred four of this chapter shall be
excl uded; and

(C the eligibility of any investnent under any paragraph of
subsection (a) of this section shall be determned at the tine of
acqui sition thereof, except that (i) any investnent qualified pursuant
toitem(ii) of subparagraph (C) of paragraph seven of such subsection
(a) shall remain so qualified only at such tinme or tines as the hedgi ng
requi renents of such item(ii) are net with respect thereto; and (ii)

i nvestments qualified under paragraph eight of said subsection (a) my
be requalified at a | ater date under another paragraph of said
subsection (a), if the relevant conditions are satisfied at the tinme of
such requalification. In conputing depreciated cost of investnents of
the types described in paragraphs four and five of subsection (a) of
this section, depreciation may be conputed at a rate no greater than
that permtted for federal inconme tax purposes and, in the case of

i nvestments described in said paragraph four, the cost of an investnent
shall be depreciated over its estinmated useful life, not to exceed fifty
years.

(2) I'n conputing the "aggregate amount" of investnents, as provided in
the first sentence of paragraph one of this subsection, (A) valuation of
i nvestments acquired under paragraph four of subsection (a) of this



section shall also be subject to any regulation with respect to such

val uation that the superintendent may prescribe and (B) investnents of

i nvest nent subsidiaries as defined in section one thousand seven hundred
two of this chapter shall be valued as though the parent corporation
owned the assets of such subsidiaries directly instead of the stock of
such subsidiaries and shall be subject to the provisions of subsection
(d) of section one thousand seven hundred four of this chapter.

(c) In addition to other requirenents of |law (statutory or otherw se)
that affect the standard of care of directors and officers of
corporations, in making investnents under this section, directors and
officers shall performtheir duties in good faith and with that degree
of care that an ordinarily prudent individual in a |like position would
use under simlar circunstances. In the case of investnments made under
par agr aphs two and six of subsection (a) of this section and investnents
that are substantially of the sane types as those eligible for
i nvest ment under such paragraphs, but are nade under paragraph seven of
such subsection, the institution that deternmines the eligibility of any
such investnment shall be a solvent institution whose obligations, if
any, are not in default as to principal or interest, unless such
i nvestment is necessary to protect an investnent theretofore nmade in the
securities of such institution.

(d) After giving effect to any investnment of a type described in item
(i), (ii) or (iii) below, the aggregate anmount of (i) investnents in
subsidiari es charged against the limt contained in paragraph one of
subsection (a) of section one thousand seven hundred five of this
chapter, (ii) investnments made under item (i) of paragraph four and
par agraphs five and six of subsection (a) of this section, and (iii)

i nvestments of the types described in said item (i) of paragraph four
and such paragraphs five and six but made under paragraph seven or eight
of subsection (a) of this section, shall not exceed forty percent of the
insurer's admitted assets plus, to the extent permtted by the
superintendent, investnents (not exceeding five percent of the insurer's
adm tted assets) of the types referred to above in (I) new busi ness
enterprises located in the state; (lI1) technologically oriented

busi nesses |ocated in the state; (lI1l1) mnority-owned busi nesses | ocated
in the state; (1V) businesses |located in areas in the state that have
experienced a high rate of chronic unenpl oynent; and (V) devel opnent of



housing in the state for famlies and persons of low incone. If, at the
time of the making of any investnent of a type described in item(i),
(ii) or (iii) of the first sentence of this subsection, the aggregate
anount of investnents of the types described in clauses (1), (1),

(rrr)y, (rv) and (V) of such sentence made by the insurer on or after the
date on which this subdivision becones effective and then held by the
insurer is one percent or nore of its admtted assets, then the forty
percent figure in such sentence shall be deened to be increased by an
equal ampunt up to a maxi numof forty-five percent, thus providing for a
maxi mum of investnments described in itens (i), (ii) and (iii) herein of
fifty percent of total admtted assets.

(e) No donestic life insurer shall hold a direct or indirect ownership
interest in arisk retention group, as defined in article fifty-nine of
this chapter, other than in a risk retention group all of whose nenbers
are insurance conpani es.

(f) Any investnent may be denominated in a currency other than United
States dollars, provided that the aggregate amount of all such
i nvestments (other than investnments made pursuant to subparagraphs (A)
and (B) of paragraph seven of subsection (a) of this section) that are
not effectively hedged, substantially in their entirety, against the
United States dollar, reduced, on a currency by currency basis, by the
anount of foreign-currency denom nated insurance liabilities may not
exceed four percent of the insurer's admtted assets. An investnent
shall be deened to be effectively hedged, substantially inits entirety,
if it has been hedged:

(1) for an insurer that has an approved derivative use plan under
section one thousand four hundred ten of this article, pursuant to
contracts or agreenents entered into under and in accordance with that
derivative use plan and subject to the counterparty exposure limts
t her eunder; or

(2) for any other insurer, pursuant to contracts or agreenents
(derivative transactions) which are cleared through a "derivatives
cl eari nghouse" or entered into with a "qualified counterparty", as those
terms are defined pursuant to subsection (f) of section one thousand
four hundred ten of this article.



