8§ 1407. Non-reserve and prohibited investnments for property/casualty
and certain other insurers. (a) Any insurer that nmakes investnents under
the authority of subsection (c) of section one thousand four hundred
three of this article and neets the requirenents of such subsection (c)
and section one thousand four hundred two of this article nmay invest in,
or otherwi se acquire or |oan upon, directly or indirectly, any of the
types of investnents described in section one thousand four hundred four
of this article, but without having to neet the applicable qualitative
standards or quantitative limtations which are set forth in subsection
(a) of section one thousand four hundred four of this article, except
the foll owi ng prohibited investnents:

(1) oligations, shares or other securities of any institution which
is insolvent at the time of the investnent.

(2) Qbligations secured by real property or real property or interest
therein, which are either not eligible under or which exceed the
i nvestnment |imtations under paragraph four or five of subsection (a) of
section one thousand four hundred four of this article.

(3) Shares of stock of the investing insurer, except to the extent
permtted by the provisions of subsection (d) of section one thousand
four hundred el even of this article.

(4) oligations, shares or other securities (including certificates of
deposit) issued by a parent corporation or a corporation which is an
affiliate or will be an affiliate after direct or indirect acquisition
by the insurer. Nothing in this paragraph shall be deenmed to prevent any
i nvestnment in obligations, shares or other securities of:

(A) another insurance corporation within the limtations prescribed in
section one thousand four hundred eight of this article,

(B) a subsidiary organi zed to engage exclusively in the acquisition,
owner shi p or managenent of investnents of the type described in
par agr aphs one, two, three, six, seven, eight or ten of subsection (a)
of section one thousand four hundred four of this article, provided such
subsidiary is wholly-owned by two or nore insurance conpani es dom cil ed
in the United States who are nenbers of the sane hol di ng conpany system
as such termis defined in article fifteen of this chapter. Furthernore,
each individual insurer's share of the net investnent nade by such
subsidiary shall be:

(i) conputed in proportion to its equity interests in such subsidiary,



and

(ii1) included when conputing any applicable investnent limtations, or

(C) subsidiaries subject to and within the limtations prescribed in
article sixteen of this chapter.

(5) Investnents nade under the | eeway provision, as set forth in
subsection (b) of section one thousand four hundred four of this
article, if the aggregate anount of such investnents exceed twel ve
percent of the insurer's invested assets as shown by its |ast statenent
on file with the superintendent; or if the aggregate anount of
i nvestnments that are neither interest-bearing nor incomne-paying exceed
three percent of the insurer's invested assets as shown by its | ast
statenent on file with the superintendent.

(6) oligations, shares or other securities issued by a corporation,
if a mjority of the shares having voting powers of such issuing
corporation is owned directly or indirectly by or for the benefit of one
or nore officers or directors of the insurer.

(7) Foreign investnents, neaning obligations, shares or other
securities of any person or governnental or business unit of or in a
foreign country or of any person or business unit of or in a possession
of the United States, except such as conform substantially with the
limtations inposed by this section upon |ike donestic investnents; but
t he aggregate anount of foreign investnments including obligations of
Anerican institutions payabl e outside of the United States and cash
deposited in a bank, trust conmpany or thrift institution |ocated outside
of the United States held at any tinme by such insurer under this
par agr aph and under paragraph six of subsection (a) of section one
t housand four hundred four of this article shall not exceed the greatest
of (i) twelve percent of the insurer's admtted assets as shown by its
| ast statenment on file with the superintendent, (ii) fifteen percent of
the insurer's invested assets as shown by its |last statenent on file
with the superintendent, or (iii) one and one-half tinmes the anmount of
its reserves and ot her obligations under its insurance and reinsurance
contracts on risks resident or |located in such foreign countries and
subdi vi sions thereof. An investnment in the shares of an alien insurer,
which results in the control of such insurer by the investing insurer,
shall not be included when calculating the limtations under this
par agr aph, but such an investnent shall only be subject to the



limtations of section one thousand four hundred eight of this article.

(8) A direct or indirect ownership interest in a risk retention group,
as defined in article fifty-nine of this chapter, other than in a risk
retention group all of whose nenbers are insurance conpanies, in which
case any investnment in such a risk retention group shall be subject to
the limtations prescribed in section one thousand four hundred ei ght of
this article.

(9) Acquiring any interest in an investnment through a partnership,
other than an interest acquired as a limted partner inalimted
part nershi p.

(10) Any investnent found by the superintendent to be agai nst public
policy or designed to evade any prohibition of this chapter.

(b) This section shall not prohibit any such insurer from accepting
securities, otherwi se ineligible, which may be distributed pursuant to
any judicial or Iawful non-judicial plan of reorganization or
di ssol uti on.

(c) Any investnent pursuant to the provisions of this section shall be
subject to other requirenents of |law (statutory or otherw se) that
affect the standard of care of directors and officers of corporations,
and in making investnments under this section the insurer's 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.



