Build America Mutual Assurance Company
Investment Portfolio Guidelines

Scope
The investment guidelines contained herein (“Guidelines”) apply to all the Investable
Assets of Build America Mutual Assurance Company (“BAM”).
These Guidelines establish an investment objective and policy, investment guidelines
and limits and a governance framework. The Portfolio Investment Committee (“PIC”)
shall have primary responsibility for the direction and performance of the Portfolio
and conformity with these Guidelines. The Investment Committee of the Board of
Directors (“the Investment Committee”) shall have oversight authority on behalf of
the Board. No material change may be made to these Guidelines without the prior
approval of the Investment Committee and the Board.
Investment Objectives
The primary Investment Objectives for the Portfolio subject to these Guidelines are:
i.

To preserve claims paying resources;

ii. To provide for sufficient liquidity to pay claims;
iii. To generally avoid realized capital losses;
iv. To ensure compliance with the limitations set forth in the New York
Insurance Law;
v. To preserve BAM’s credit ratings; and
vi. Subject to the foregoing, to maximize risk adjusted returns.
Investment Manager
BAM may outsource the management of some portion or the entire Portfolio to one
or more Portfolio Managers. Subject to approval by the Investment Committee, the
Portfolio Manager/s shall be selected and monitored by the PIC and may be changed
from time to time. The Portfolio Manager/s shall adhere to the Guidelines set forth
herein.
Eligible Investments
Subject to the restrictions set forth in the Credit Quality and Compliance with New
York Insurance Law sections below, the following are eligible investments:
i.

Cash and certificates of deposit issued by a U.S. bank;

ii. Obligations issued or guaranteed by the U.S. Government or an agency
thereof;

iii. Obligations issued by a Government Sponsored Enterprise;
iv. Obligations issued or guaranteed by U.S. states, U.S. municipalities and any
agency or instrumentality thereof, limited to the following sectors:
a. General Obligation (States, Counties, Cities, School Districts, Special
Districts, and Community College Districts)
b. Special Tax Secured (Income, Ad Valorem, Sales, Excise, Public Service,
Income, Motor Vehicle, and Hotel)
c. Public and Private Colleges and Universities
d. Water, Sewer & Solid Waste Utility Revenue (without landfill or mass
burn facilities)
e. General Fund, Non Ad Valorem or Appropriation
f.

Electric and Gas Utility Revenue (retail and wholesale)

g. Transportation Facilities with 3 or more years of operating history
(Airports, Ports, Toll Roads and Bridges, Parking, Mass Transit)
h. Municipal Pools (secured by loans from the categories listed above);
i.

State Agency issued Municipal housing bonds fully backed by Federal
Agencies (i.e., GNMA, FHA) or moral obligations of the State; and

j.

501(c)3 organizations (limited to nationally recognized museums, their
foundations and select national organizations with substantial assets and
assignable revenue streams)

v. Obligations issued by U.S. companies that are registered under the
Securities Exchange Act of 1934 provided that such obligations are not
issued by an institution that is the parent, a subsidiary or an affiliate of BAM;
vi. Asset-Backed Securities issued by U.S. companies that are registered under
the Securities Exchange Act of 1934;
vii. Securities of any investment company registered under the Investment
Company Act of 1940, if such company invests at least 90% of its assets in
the eligible investments set forth above; and
viii.Subject to Board approval, invest in BAM subsidiaries engaged or organized
to engage in any business lawful under the laws of the jurisdiction in which
such subsidiaries are organized.
All of the Investable Assets shall be denominated in U.S. dollars.

2

Obligations that have been insured by BAM are not eligible for purchase unless the
purchase of such obligations is part of a claim payment or has been specifically
approved by the Surveillance and Risk Management Committees of BAM as part of a
work out process.
Credit Quality
In recognition of the need to maintain a highly rated portfolio in order to maximize
rating agency capital and preserve the claims paying value of the Portfolio,
adherence to the following guidelines shall be enforced at all times:
i.

At time of purchase, Investable Assets with a term at purchase of 12 months
or more shall have a Rating of A- or SP1+/A3 or higher; or

ii. At time of purchase, Investable Assets with a term at purchase of less than
12 months must have a short term Rating of A1 or SP1+/P1 (MIG1-VMIG1
for tax-exempts); and
iii. At all times, the Portfolio shall have an average Rating of at least AA-/Aa3 on
a stand-alone basis without the benefit of insurance and the amount of
securities rated below A-/A3 shall not exceed 5% of the Portfolio.
Concentration Limits
Investable Assets shall be diversified in order to minimize the risk of large losses.
The following diversification guidelines shall be maintained at all times; however,
they do not apply to securities issued by the U.S. Government or an agency thereof
or securities issued or guaranteed by a Government Sponsored Enterprise.
i.

The total investment in any one issuer’s securities having a Rating of
AAA/Aaa shall not exceed 5% of the Portfolio;

ii. The total investment in any one issuer’s securities having a Rating of AA/Aa
shall not exceed 3% of the Portfolio;
iii. The total investment in any one issuer’s securities having a Rating of A/A
shall not exceed 2% of the Portfolio;
iv. The total investment in obligations issued by entities in a single state shall be
limited to:
a. 15% of the municipal portion of the Portfolio for California, New York and
Texas;
b. 10% of the municipal portion of the Portfolio for all other states; and
c. Until the municipal portfolio exceeds $250 million, the state concentration
limits will be calculated assuming a $250 million municipal portfolio;
v. The total investment in obligations of companies within any one Industry
shall not exceed 10% of the taxable portion of the Portfolio; and
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vi. The total investment in non-insurance company subsidiaries shall not exceed
15% of the invested assets.
Liquidity
The Portfolio shall maintain adequate liquidity to meet its obligations to BAM
policyholders, provided further that at least 90% of the Investable Assets of the
Portfolio shall be invested in securities that are commonly traded in established
secondary markets.
Compliance with New York Insurance Law
Not withstanding the limitations set forth herein, the Portfolio shall at all times
remain in compliance with the New York Insurance Law.
There are three “tiers” of permitted investment categories under the NYIL for
property and casualty companies. These tiers include: (i) minimum capital and
surplus investments, (ii) reserve investments and (iii) non-reserve or "surplus fund"
investments as described below. The Insurance Law sets forth the permissible types
of investments for each tier.
(i) Minimum Capital and Surplus Investments
In accordance with §1402 of the New York Insurance Law, as described in Appendix
B, the Portfolio shall maintain investments in the types of investments set forth
below in A. to D. in an amount equal to the minimum required surplus of
$66,000,000. These investments cannot be in default as to principal or interest;
investments equal to this value must be maintained clear from any type of security
interest. An amount equal to at least 60% of these minimum capital investments
must be in the types of investments set forth in A. and B. below:
A. Obligations of the United States, or of any agency thereof provided the
obligations are guaranteed as to principal and interest by the United States;
B. Direct obligations of the State of New York or any county, district or
municipality thereof;
C. Direct obligations of any U.S. State; and
D. Obligations secured by first mortgage loans meeting the standards of Section
1404(a)(4) on property located in the State of New York.
(ii) Reserve Investments
After making the minimum capital and surplus investments described in (i), BAM
may then invest in the types of investments specified in § 1404(a) (except not §
1404(a)(8) (common shares or limited partnership interests of any solvent American
institution) or (10) (securities of investment companies registered under the federal
Investment Company Act of 1940)), but excluding any investment prohibited by
§§1407(a)(1, 3, 4, 6, 8, 9, and 10) as specified in § 1404, which is described in
Appendix B.
(iii) Non-Reserve Investments
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In accordance with §1403 as described in Appendix D, once BAM has invested an
amount equal to 50% of its unearned premium, loss and loss adjustment expense
reserves in minimum capital and surplus and reserve investments as described in (i)
and (ii) above, BAM may then invest its remaining assets in investments permitted
by § 1402, all of § 1404, including (a)(8) and (a)(10), in each case without regard to
the qualitative and quantitative limitations set forth in § 1404, § 1408 (insurance
company shares) and Article 16 (shares of subsidiaries), except investments
prohibited under § 1407.
In addition to the requirements noted above, the Portfolio shall at all times maintain
compliance with paragraph (4) of subsection (a) and paragraph (3) of subsection (b)
of §6902 of the New York Insurance Law, as described in Appendix E.
Reporting
The PIC shall report quarterly to the Investment Committee regarding the current
structure of the Portfolio, the Portfolio's performance over extended periods of time
(typically three years), both in the absolute and relative to appropriate indices, and
compliance with these Guidelines and New York Insurance Law. The PIC will also
report all purchases and dispositions since the previous quarterly report.
The Investment Committee shall report semi-annually to the Board regarding its
oversight of the Portfolio and the continuing appropriateness of these Guidelines.
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APPENDIX A
GLOSSARY OF TERMS

“BAM” – Build America Mutual Assurance Company.
“Board” – The Board of Directors of BAM.
“Government Sponsored Enterprise” (“GSE”) – A financial services corporation
created by the U.S. Congress to enhance the availability of credit and reduce the
cost of credit in targeted sections of the economy including agriculture, home finance
and education. GSE’s include but are not limited to: (i) Federal National Mortgage
Association (“FNMA”) and (ii) Federal Home Loan Mortgage Corporation (“FHLMC”).
“Industry” – For the purpose of this document, an Industry will be determined with
reference to the Bloomberg industry classifications.
“Investable Assets” – All cash and securities supervised and directed by BAM
pursuant to these Guidelines.
“Investment Committee” – The Investment Committee of the Board of Directors
of BAM.
“PIC” – The Portfolio Investment Committee consists of the Managing Directors,
Chief Financial Officer, Chief Investment Officer and Chief Risk Officer of BAM.
“Moody’s” – Moody’s Investor Service.
“Portfolio” – All of the Investable Assets of BAM.
“Portfolio Manager/s” – Nationally recognized qualified third party asset manager.
“Rating” – For purposes of the Guidelines and limitations contained herein, the
rating of each security will be the lesser of the credit rating issued by S&P or Moody’s
for Investable Assets that are rated by such agencies without the benefit of
insurance. In the event of disparate ratings between S&P and Moody’s, the lower
credit rating will be used. If neither S&P nor Moody’s has rated a particular
Investable Asset, then the lowest credit rating available from another major rating
agency shall be assigned.
“S&P” – Standard & Poor’s Rating Service.
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APPENDIX B
SECTION 1402 OF THE NEW YORK INSURANCE LAW
Minimum capital or minimum surplus to policyholder investments
(a) Before investing its funds in any other investments, every domestic insurer shall
invest and maintain an amount equal to the greater of the minimum capital required
by law or the minimum surplus to policyholders required to be maintained by law for
a domestic stock corporation authorized to transact the same kinds of insurance,
only in investments of the types specified in this section which are not in default as
to principal or interest. Investments equal in value, determined pursuant to section
one thousand four hundred fourteen of this article, to such amount and of such types
shall at all times be maintained free and clear from any security interest other than
as impressed upon a deposit with any government within the United States for the
security of all policyholders or all policyholders and creditors of the insurer or upon
trusteed assets held in trust for the security of all policyholders and creditors of the
insurer.
(b) Not less than sixty percent of the amount of the required minimum capital or
surplus to policyholder investments shall consist of the types specified in paragraphs
one and two hereof:
(1) Obligations of the United States or of any agency thereof provided such agency
obligations are guaranteed as to principal and interest by the United States.
(2) Direct obligations of this state or of any county, district or municipality thereof.
(3) Direct obligations of any state of the United States.
(4) Obligations secured by first mortgage loans which meet the standards specified
in paragraph four of subsection (a) of section one thousand four hundred four of this
article on property located in this state.

7

APPENDIX C
SECTION 1404 OF THE NEW YORK INSURANCE LAW

Types of reserve investments permitted for non-life insurers
(a) In addition to the investments specified in subsection (b) hereof, but excluding
any investment prohibited by the provisions of paragraph one, three, four, six, eight,
nine or ten of subsection (a) of section one thousand four hundred seven of this
article, the reserve investments of a domestic insurer authorized to make
investments under the authority of this section shall consist of the following:
(1) Government obligations. Obligations which are not in default as to principal or
interest, which are valid and legally authorized, and which are issued, assumed,
guaranteed or insured by:
(A) the United States or by any agency or instrumentality thereof,
(B) any state of the United States,
(C) any territory or possession of the United States or any other governmental unit
in the United States, or
(D) any agency or instrumentality of any governmental unit referred to in
subparagraphs (B) and (C) of this paragraph, provided that obligations to be eligible
under this paragraph shall be by law (statutory or otherwise) payable, as to both
principal and interest, from taxes levied or by law required to be levied or from
adequate special revenues pledged or otherwise appropriated or by law required to
be provided for the purpose of such payment, but in no event shall obligations be
eligible for investment under this paragraph if payable solely out of special
assessments on properties benefited by local improvements.
(2) Obligations of American institutions.
(A) Obligations which are issued by any solvent American institution or which are
assumed or guaranteed by any solvent American institution (other than an insurance
company) and which are not in default as to principal or interest provided such
obligations:
(i) are adequately secured by collateral security having a market value not less than
the principal amount thereof and have investment qualities and characteristics
wherein the speculative elements are not predominant, or
(ii) are rated A or higher (or the equivalent thereto) by a securities rating agency
recognized by the superintendent, or if not so rated, are similar in structure and in
all material respects to other obligations of the same institution which are so rated,
or
(iii) are insured by one or more authorized insurance companies (other than the
investing insurer or any parent, subsidiary or affiliate of such insurer) who are
licensed to insure obligations in this state and, after considering such insurance, are
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rated Aaa (or the equivalent thereto) by a securities rating agency recognized by the
superintendent, or
(iv) have been given the highest quality designation by the Securities Valuation
Office of the National Association of Insurance Commissioners.
(B) No investment in or loan upon the obligations of any institution, other than an
institution which issues mortgage related securities, and no investment in any one
mortgage related security, made pursuant to the provisions of this paragraph shall
exceed five per centum of the admitted assets of such insurer as shown by its last
statement on file with the superintendent.
(3) Preferred or guaranteed shares of American institutions. (A) Preferred or
guaranteed shares issued or guaranteed by a solvent American institution if all of the
institution's obligations are eligible as investments under item (ii) or (iv) of
subparagraph (A) of paragraph two of this subsection.
(B) No investment in the preferred or guaranteed shares of any institution made
pursuant to the provisions of this paragraph shall exceed two percent of such
insurer's admitted assets as shown by its last statement on file with the
superintendent.
(4) Loans secured by real property. (A) Loans secured by first or second mortgages
which are liens on improved real property in the United States (including leasehold
estates having an unexpired term of not less than twenty years, inclusive of the term
or terms which may be provided by enforceable terms of renewal) meeting the
following requirements:
(i) Priority of mortgages. The mortgaged property shall be subject to no prior lien,
except a first mortgage and liens for non-delinquent ground rents, taxes,
assessments and similar charges. There shall be no condition or right of re-entry or
forfeiture not insured against under which the mortgage can be cut off, subordinated
or otherwise disturbed. No loan secured by a second mortgage shall be made if the
principal amount secured by a prior first mortgage can be increased without the
insurer's consent unless the amount of increase is applied to reduce the second
mortgage.
(ii) Leaseholds. If the mortgaged property is a leasehold:
(I) the lease shall provide for a term of at least twenty-one years,
(II) the property underlying the leasehold shall be subject to no prior lien except for
liens for non-delinquent ground rents, taxes, assessments and similar charges and
there shall be no condition or right of re-entry or forfeiture not insured against under
which the insurer is unable to continue the lease in force for the duration of the loan,
and
(III) the loan shall provide for such payments that at any time during the period of
the loan the aggregate payments of principal to be made will be sufficient to repay
the loan within the lesser of forty years or a period equal to eighty percent of the
term of the lease, through payments of interest only for five years and equal
payments applicable first to interest and then to principal at the end of each year
thereafter. " Term," as used in this paragraph six with reference to a lease, means
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its unexpired term at the date of the loan, plus any term which may be provided by
options of the lessee to renew.
(iii) Participations. If the investment is a participation in a loan:
(I) all participations shall be held by the insurer, or
(II) the participation held by the insurer shall give it substantially the rights of a first
or second mortgagee, and shall be prior to those of the holders of the other
participations, or
(III) each participation shall be of equal rank, and
(aa) the loan shall comply with items (i), (ii), and (iv) of this subparagraph (A) and
with any regulations prescribed by the superintendent for investments under this
clause (III), and
(bb) if, when the participation is acquired by the insurer, there are more than five
holders of participations in the loan, or more than three such holders and such loan
is less than five million dollars in original principal amount, the mortgagee shall be
(and, in the case of a participation in an obligation, the obligation shall be held by) a
bank or trust company duly authorized and licensed to act as a corporate trustee
(with or without a co-trustee). " Participation ," as used in this paragraph four,
means an obligation forming part of an issue of bonds, notes or other evidences of
indebtedness which are secured by the same mortgage and also an instrument
evidencing a participating interest in any such bond, note or other evidence of
indebtedness.
(iv) Amount of loan. The amount of the loan (excluding any part guaranteed or
insured under title three of the Servicemen's Readjustment Act of 1944, 38 U.S.C.
§§ 1801 — 1827), when added to the amount unpaid on any prior first mortgage,
shall not exceed the following percentages of the value of the real property or
leasehold securing the loan, as determined by an appraisal made by an appraiser for
the purpose of the investment:
(I) sixty-six and two-thirds percent,
(II) seventy-five percent, if the mortgage provides for such payments of principal
that at no time during the period of the loan shall the aggregate payments of
principal required to be made be less than would have been necessary to reduce the
amount of the loan (plus the amount secured by any such prior mortgage) to sixtysix and two-thirds percent of such value by the end of thirty-five years, through
payments of interest only for five years and equal payments applicable first to
interest and then to principal at the end of each year thereafter, or
(III) ninety percent, if the loan is secured by a first mortgage on real property
improved primarily with a residential building, which may be a condominium unit, for
not more than four families and provides for monthly payments of principal and
interest sufficient to repay the loan within the lesser of forty years or the remaining
useful life of the building as estimated in the appraisal.
(v) Investment limitations.
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(I) Investments held by an insurer, except a fraternal benefit society, under this
subparagraph (A) shall not exceed:
(aa) in the aggregate twenty-five percent of its admitted assets as shown by its last
statement on file with the superintendent excluding any amount guaranteed or
insured under the Servicemen's Readjustment Act of 1944, 38 U.S.C. §§ 1801 —
1827, or
(bb) in the aggregate two percent of its admitted assets as shown by its last
statement on file with the superintendent in loans secured by other than first
mortgages.
(II) Investments held by a fraternal benefit society under this paragraph shall not
exceed:
(aa) in the aggregate fifty percent of its admitted assets as shown by its last
statement on file with the superintendent, excluding any amount guaranteed or
insured under the Servicemen's Readjustment Act of 1944, 38 U.S.C. §§ 1801 —
1827, or
(bb) in the aggregate two percent of its admitted assets as shown by its last
statement on file with the superintendent in loans secured by other than first
mortgages.
(III) No insurer or society shall invest in or lend upon the security of any one
property more than the greater of thirty thousand dollars or two percent of its
admitted assets as shown by its last statement on file with the superintendent.
(IV) Separate evidences of indebtedness which are separately transferable shall be
deemed to constitute separate loans which may be separately qualified under this
paragraph whether or not secured by a single mortgage.
(B) Purchase money mortgages. Purchase money mortgages or like securities
received by the insurer on the sale or exchange of real property held under
paragraph five hereof.
(5) Real property or interests therein. (A) The following investments in real property
(including incidental equipment thereto) located in the United States, if acquired and
held directly or through partnership interests engaged exclusively in the business of
acquiring, owing and managing such property:
(i) The land and the building thereon in which the insurer has its principal office.
(ii) Real property requisite for the insurer's convenient accommodation in the
transaction of its business.
(iii) Real property acquired in total or partial satisfaction of mortgages, liens,
judgments, claims or indebtedness held by the insurer in the course of its business.
(iv) Real property acquired as an investment for the production of income or to be
improved or developed for such investment purpose.
(B) Investments under this paragraph shall be subject to the following limitations:
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(i) The cost of each parcel acquired under item (iv) of subparagraph (A) of this
paragraph, including the estimated cost to the insurer of the improvement or
development thereof, shall not exceed one percent of the insurer's admitted assets
as shown by its last statement on file with the superintendent, and when added to
the book value of all other real property then held by it pursuant to such item (iv),
shall not exceed twelve and one-half percent of such admitted assets. Unless
otherwise required by the superintendent under subsection (b) of section one
thousand four hundred fourteen of this article, each parcel of real property held
under such item (iv) together with each capital improvement or development thereof
existing at acquisition or made subsequently shall be valued on the insurer's books
as of each last year-end so as to write down the cost of such improvement or
development, at a rate averaging at least two percent per annum commencing on
the date of acquisition or completion, as the case may be, of such improvement or
development.
(ii) The acquisition of real property serving as the residence of an employee, except
a director or trustee of such insurer, if acquired in connection with the relocation by
the insurer of the employee's place of employment, including any relocation in
connection with his initial employment, at a purchase price not exceeding the
property's value as determined by an independent appraiser for the purpose of such
acquisition, provided such employee has made reasonable efforts otherwise to
dispose of such property during the month before such acquisition. Such property
must be acquired under item (ii) of subparagraph (A) hereof, and, in the case of a
non-director officer, such acquisition is subject to the provisions of subsection (h) of
section one thousand four hundred eleven of this article.
(iii) Real property acquired pursuant to items (i) and (ii) of subparagraph (A) hereof
shall be disposed of within five years after it shall have ceased to be necessary for
the convenient accommodation of such insurer in the transaction of its business, and
real property acquired pursuant to item (iii) of subparagraph (A) hereof shall be
disposed of within five years after the date of acquisition, unless the superintendent
certifies that the interests of the insurer will suffer materially by the forced sale
thereof and extends the time in such certificate.
(iv) No real property shall be acquired by any domestic insurer pursuant to items (i)
and (ii) of subparagraph (A) hereof if its cost, together with the book value of all real
property then held pursuant to such items (i) and (ii), exceeds ten percent of the
insurer's admitted assets as shown by its last statement on file with the
superintendent.
(v) Except with the superintendent's approval, no domestic insurer shall:
(I) acquire any real property pursuant to items (i) and (ii) of subparagraph (A) of
this paragraph, if the real property being acquired is greater than one percent of the
insurer's admitted assets as shown by its last statement on file with the
superintendent, or
(II) with respect to any building which was acquired under items (i) and (ii) of
subparagraph (A) of this paragraph, make any improvement which should be
capitalized according to generally accepted accounting principles if the annual
expenditure for such improvements for any such building will exceed the greater of
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ten percent of its book value or one percent of the insurer's admitted assets as
shown by its last statement on file with the superintendent.
(6) Foreign investments. (A) Investments in a foreign country or in a possession of
the United States which are substantially of the same kinds, classes and investment
grades as those eligible for investment under other provisions of this subsection. The
aggregate amount of foreign investments including cash in the currency of such
country or possession, obligations of American institutions payable outside of the
United States and cash deposited in a bank, trust company or thrift institution
located outside of the United States held at any time pursuant to the provisions of
this section shall not exceed ten percent of the insurer's admitted assets as shown
by its last statement on file with the superintendent.
(B) Investments in any one possession of the United States or in any one foreign
country, other than Canada, made pursuant to this paragraph shall not exceed (i) in
the case of any possession or country having the highest sovereign debt rating, as
established by a securities rating agency recognized by the superintendent, three
percent of the insurer's admitted assets as shown by its last statement on file with
the superintendent, or
(ii) in the case of any other possession or country one percent of the insurer's
admitted assets as shown by its last statement on file with the superintendent.
(7) Development bank obligations. Obligations issued or guaranteed by the
international bank for reconstruction and development, the inter-American
development bank, the Asian development bank, the African development bank or
the international finance corporation; provided that
(i) obligations of such banks and the international finance corporation are rated AA
or higher (or the equivalent thereto) by a securities rating agency recognized by the
superintendent, or if not so rated are similar in structure and in all material respects
to other obligations of the same institution which are so rated, and
(ii) the aggregate investment made pursuant to the provisions of this paragraph in
each such bank and the international finance corporation at any time, shall not
exceed five percent of the insurer's admitted assets as shown by its last statement
on file with the superintendent, and
(iii) the aggregate investment made pursuant to the provisions of this paragraph in
all such banks and the international finance corporation shall not exceed fifteen
percent of the insurer's admitted assets as shown by its last statement on file with
the superintendent.
(8) Equity interests. (A) Investments in common shares or partnership interests of
any solvent American institution, if:
(i) all its obligations and preferred shares, if any, are eligible as investments under
this subsection and
(ii) such equity interests of any such institution except an insurance company are
registered on a national securities exchange, as provided in the Securities Exchange
Act of 1934, 15 U.S.C. §§ 78a — 78kk or otherwise registered pursuant to said act
and, if so otherwise registered, price quotations therefor are furnished through a
nationwide automated quotations system approved by the National Association of
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Securities Dealers, Inc., provided that an insurer may invest under this paragraph an
amount not exceeding one percent of the insurer's admitted assets as shown by its
last statement on file with the superintendent even though such equity interests are
not so registered and are not issued by an insurance company.
(B) Investment limitations. (i) No insurer subject to the provisions of paragraph two
of subsection (a) or subsection (b) of section one thousand four hundred three of this
article shall invest in or loan upon any one institution's outstanding equity interests
an amount exceeding one percent of the insurer's admitted assets as shown by its
last statement on file with the superintendent, and (ii) the cost of any investment in
equity interests, made pursuant to this paragraph, when added to the aggregate cost
of all other investments in equity interests then held pursuant to this paragraph,
paragraph six and clause (ii) of subparagraph (A) of paragraph ten of this subsection
shall not exceed:
(I) in the case of an insurer authorized to make investments under item (i) of this
subparagraph except a retirement system organized pursuant to article forty-six of
this chapter, the lesser of its surplus to policyholders or ten percent of its admitted
assets as shown by its last statement on file with the superintendent, and
(II) in the case of a retirement system organized pursuant to article forty-six of this
chapter, thirty percent of its admitted assets as shown by its last statement on file
with the superintendent.
(9) Investments made by subsidiaries. The net investment in real property and loans
secured by real property made by subsidiaries engaged or organized to engage
exclusively in the acquisition, ownership and management of such investments. Such
loans and real property must qualify as a reserve investment under paragraph four
or five of this subsection. The subsidiary's net investment in such real property and
loans shall be included under such paragraph when computing any limitations
applicable to such real property and loans and excluded when computing the
limitations applicable to equity interests under paragraph eight of this subsection. In
order to qualify, a subsidiary must be wholly-owned either by the insurer or by two
or more insurance companies domiciled in the United States who are members of the
same holding company system, as such term is defined in article fifteen of this
chapter, and each individual insurer's share of the net investments made by such
subsidiary shall be computed in proportion to its equity interest in such subsidiary.
(10) Investment companies. (A) Securities of any investment company registered
pursuant to the federal Investment Company Act of 1940, 15 U.S.C. § 802, if such
company:
(i) invests at least ninety percent of its assets in the types of securities which qualify
as a reserve investment pursuant to the provisions of paragraph one, two or three of
this subsection or which invest in securities which are determined by the
superintendent to be substantively similar to the types of securities set forth in such
paragraphs; or
(ii) invests at least ninety percent of its assets in the types of equity interests which
qualify as a reserve investment pursuant to the provisions of paragraph eight of this
subsection.
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(B) Investment limitations. Investments made by an insurer subject to the provisions
of paragraph two of subsection (a) or subsection (b) of section one thousand four
hundred three of this article shall not exceed the following limitations:
(i) in any investment company qualifying under item (i) of subparagraph (A) hereof,
ten percent of such insurer's admitted assets as shown by its last statement on file
with the superintendent and the aggregate amount of investment in such qualifying
investment companies shall not exceed twenty-five percent of such insurer's
admitted assets as shown by its last statement on file with the superintendent; and
(ii) in any investment company qualifying under item (ii) of subparagraph (A) hereof,
five percent of such insurer's admitted assets as shown by its last statement on file
with the superintendent and the aggregate amount of investment in such qualifying
investment companies shall be included when calculating the permissible aggregate
value of equity interests pursuant to the provisions of subparagraph (B) of paragraph
eight of this subsection.
(11) Credit union shares, share certificates and share draft accounts. Shares, share
certificates and share draft accounts issued by credit unions and federal credit unions
not to exceed the amounts which are assumed, guaranteed or insured by the United
States or any agency or instrumentality thereof.
(b) Leeway provision. Investments which do not qualify or are not permitted under
subsection (a) hereof, but excluding any investment prohibited by the provisions of
paragraph six of subsection (a) of this section or by the provisions of paragraph one,
two, three, four, six, eight, nine or ten of subsection (a) of section one thousand four
hundred seven of this article, provided that:
(1) the aggregate cost of such investments shall not exceed five percent of the
admitted assets of the insurer as shown by its last statement on file with the
superintendent, and
(2) investments that are neither interest-bearing nor income-paying, made under
this subsection as provided in paragraph one of subsection (d) of section one
thousand four hundred three of this article shall not in the aggregate exceed three
percent of the admitted assets of the insurer as shown by its last statement on file
with the superintendent.
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APPENDIX D
SECTION 1403 OF THE NEW YORK INSURANCE LAW

The applicable Section of 1403 is as follows:
(c) If the requirements of section one thousand four hundred two of this article are
met, any domestic insurer, other than an insurer subject to subsection (a) or (b) of
this section, may, except as set forth below, invest its funds in, or otherwise acquire,
or loan upon, only the types of investments 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
domestic insurer may also invest its funds in, or otherwise acquire or loan upon
investments permitted under sections one thousand four hundred seven (including
investments of the classes 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 maintains cash,
investments required by section one thousand four hundred two of this article and
reserve investments under subsection (a) of section one thousand four hundred four
of this article, free from any lien or pledge, which, when valued in accordance with
the provisions of this chapter, shall at least equal fifty percent of the aggregate
amount of its unearned premium, loss and loss adjustment expense reserves as
shown by its last sworn statement, annual or quarterly, on file with the
superintendent. If an insurer, other than an accident and health insurance company,
maintains cash, investments required by section one thousand four hundred two of
this article and reserve investments under subsection (a) of section one thousand
four hundred four of this article, free from any lien or pledge, which, when valued in
accordance with the provisions of this chapter, shall at least equal the aggregate of
seventy percent of its loss and loss adjustment expense reserves and fifty percent of
its unearned premium reserves as shown by its last sworn statement, annual or
quarterly, on file with the superintendent, then such insurer, other than an accident
and health insurance company, may in addition enter into the types of transactions
set forth in section one thousand four hundred ten of this article, subject to the
limitations set forth in such section. The term "lien or pledge" as used in this
subsection shall not include any deposit of securities or cash with any government,
nor trusteed assets, held in trust for the benefit or protection of all or any class of
the policyholders, or policyholders and creditors, of such insurer.
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APPENDIX E
SECTION 6902 OF THE NEW YORK INSURANCE LAW

Organization; financial requirements
(a)(4) a financial guaranty insurance corporation's investments in any one entity
insured by that corporation shall not exceed four percent of its admitted assets at
last year-end, except that this limit shall not apply to investments payable or
guaranteed by a United States governmental unit or New York state if such
investments payable or guaranteed by the United States governmental unit or New
York state shall be rated in one of the top two generic lettered rating classifications
by a securities rating agency acceptable to the superintendent.
(b)(3) A financial guaranty insurance company shall be deemed to be in compliance
with paragraphs one and two of subsection (b) of section one thousand four hundred
two of this chapter if not less than sixty percent of the amount of the required
minimum capital or minimum surplus to policyholder investments shall consist of the
types specified in paragraphs one and two of subsection (b) of section one thousand
four hundred two of this chapter and direct government obligations of any state of
the United States or of any county, district or municipality thereof, provided such
government obligations have been given the highest quality designation of the
Securities Valuation Office of the National Association of Insurance Commissioners.
Before investing any part of the required minimum capital or surplus in direct
government obligations of any other state of the United States or of any county,
district or municipality thereof, such financial guaranty insurance company shall have
invested at least ten percent of such required minimum in government obligations of
New York state or of any county, district or municipality thereof. Only for purposes of
meeting the required investment in government obligations of New York state, the
insurer may count investments in any government obligation of New York state,
whether direct or otherwise.
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