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HOUSE BILL NO. 419

94TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVE YATES.
Read 1st time January 16, 2007 and copies ordered printed.

D. ADAM CRUMBLISS, Chief Clerk
11421..011

AN ACT

To repeal sections 86.590, 375.320, 375.330, 375.340, 375.345, 375.480, 375.532, 375.534,
375.1070, 375.1072, 375.1075, 376.170, 376.190, 376.280, 376.300, 376.301, 376.303,
376.305, 376.307, 376.320, 376.672, 376.1012, 377.100, 377.200, 381.068, and 409.950,
RSMo, and to enact inlieu thereof thirty-five new sectionsrelating to insurance company
investments.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 86.590, 375.320, 375.330, 375.340, 375.345, 375.480, 375.532,
375.534, 375.1070, 375.1072, 375.1075, 376.170, 376.190, 376.280, 376.300, 376.301, 376.303,
376.305, 376.307, 376.320, 376.672, 376.1012, 377.100, 377.200, 381.068, and 409.950, RSMo,
arerepealed and thirty-five new sections enacted in lieu thereof, to be known as sections 86.590,
375.320, 375.330, 375.340, 375.345, 375.480, 375.532, 375.534, 375.1070, 375.1072, 375.1075,
376.170, 376.190, 376.280, 376.291, 376.292, 376.293, 376.294, 376.295, 376.296, 376.297,
376.298, 376.300, 376.301, 376.302, 376.303, 376.304, 376.305, 376.306, 376.307, 376.1012,
377.100, 377.200, 381.068, and 409.950, to read as follows:

86.590. Theboard of trusteesof police and firemen's pension systems, established under
the provisions of section 86.583, may invest and reinvest the moneys of the system, and may
hold, purchase, sell, assign, transfer or dispose of any of the securities and investmentsin which
such moneys shall have been invested, as well as the proceeds of such investments and such
moneys,; except that such investment and reinvestments shall be subject to al the terms,
conditions, limitations, and restrictions imposed by law upon life insurance or casualty

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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companiesinthestate of Missouri in making and disposing of their investments[, except that the
percentage limitations of subsection 2 of section 376.305, RSMo, shall not apply]. The board
of trustees of police and firemen's pension systems, established under the provisions of section
86.583, shall comply with the prudent investor standard for investment fiduciaries as provided
in section 105.688, RSM o, when investing the assets of the system.

375.320. 1. Noinsurance company formed under thelaws of this state shall, directly or
indirectly, deal or trade in any goods, wares, merchandise or other commaodities whatsoever,
except such asmay beincident to and necessary in connection with the ownership and operation
of property held under the provisions of sections 375.330 and 375.340.

2. Thissection shall not apply to an insurer organized under chapter 376, RSMo.

375.330. 1. Noinsurancecompany formed under thelaws of thisstate shall be permitted
to purchase, hold or convey real estate, excepting for the purpose and in the manner herein set
forth, to wit:

(1) Such asshall be necessary for its accommodation in the transaction of its business;
provided that before the purchase of real estate for any such purpose, the approval of the director
of the department of insurance must be first had and obtained, and except with the approval of
the director, the value of such real estate, together with all appurtenancesthereto, purchased for
such purpose shall not exceed twenty percent of the insurance company's capital and surplus as
shown by its last annual statement; or

(2) Such as shal have been mortgaged in good faith by way of security for loans
previously contracted, or for moneys due; or

(3) Such as shall have been conveyed to it in satisfaction of debts contracted in the
course of its dealings; or

(4) Suchasshall have been purchased at sal es upon thejudgments, decreesor mortgages
obtained or made for such debts; or

(5) Such as shall be necessary and proper for carrying on its legitimate business under
the provisions of the Urban Redevelopment Corporations Act; or

(6) Such asshall have been acquired under the provisions of the Urban Redevel opment
Corporations Act permitting such company to purchase, own, hold or convey real estate; or

(7) Suchreal estate, or any interest therein, as may be acquired or held by it by purchase,
lease or otherwise, as an investment for the production of income, which real estate or interest
therein may thereafter be held, improved, developed, maintained, managed, leased, sold or
conveyed by it asreal estate necessary and proper for carrying on its legitimate business; or

(8) A reciproca or interinsurance exchange may, in its own name, purchase, sell,
mortgage, hold, encumber, lease, convey, or otherwise affect the title to real property for the
purposes and objects of thereciprocal or interinsurance exchange. Such deeds, notes, mortgages
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or other documents relating to real property may be executed by the attorney in fact of the
reciprocal or interinsurance exchange. Thisprovision shall beretroactive and shall apply to real
estate owned or sold by areciprocal insurer prior to August 28, 1990.

2. Theinvestments acquired under subdivision (7) of subsection 1 of this section may
bein either existing or new business or industrial properties, or for new residential propertiesor
new housing purposes.

3. Provided, no such insurance company shall invest more than ten percent of its
admitted assets, as shown by itslast annual statement preceding the date of acquisition, asfiled
with the director of the department of insurance of the state of Missouri, in the total amount of
real estate acquired under subdivision (7) of subsection 1, nor more under subdivision (7) of
subsection 1 than one percent of its admitted assets or ten percent of its capital and surplus,
whichever is greater, in any one property, nor more under subdivision (7) of subsection 1 than
one percent of its admitted assets or ten percent of its capital and surplus, whichever is greater,
in total properties leased or rented to any one individual, partnership or corporation.

4. It shall not be lawful for any company incorporated as aforesaid to purchase, hold or
convey real estate in any other case or for any other purpose; and all such real estate acquiredin
payment of adebt, by foreclosure or otherwise, and real estate exchanged therefor, shall be sold
and disposed of within ten years after such company shall have acquired absolute title to the
same, unless the company owning such rea estate or interest therein shall elect to hold it
pursuant to subdivision (7) of subsection 1.

5. Thedirector of the department of insurance may, for good cause shown, extend the
time for holding such real estate acquired in paying of a debt, by foreclosure or otherwise, and
real estate exchanged therefor, and not held by the company under subdivision (7) of subsection
1, for such period as he may find to be to the best interests of the policyholders of said company.

6. If alifeinsurance company depositing under section 376.170, RSMo, becomes the
owner of real estate pursuant to this section, the company may execute its own deed for the real
estate to the director of the department of insurance, astrustee. The deed may be deposited with
the director as proper security, under and according to the provisions of sections 376.010 to
376.670, RSMo, the value to be subject to the approval of the director.

7. Thissection shall not apply to an insurer organized under chapter 376, RSMo.

375.340. 1. Inadl casesin which life insurance companies, benefit societies or other
associations doing businessin this state shall havelegally acquired by foreclosure or in payment
of a debt previously contracted any real estate or personal property situated in this state or
elsewhere, said company, society or association may upon the sale of said property take in
payment or part payment thereof the stocks or bonds of any company or corporation purchasing



H.B. 419 4

(o]

O© 0O NO Ol WN o ~

W W W NDNDNMNDNDNDNMNMNNMNNMNDNNNMNRPEPRPRPEPRPEPRPEPRPEPPRPRPREPER
NP, O OO0 ~NO O WONPFP O OOWOWONO Ol WDNEO

said property and may exchange any real estate acquired in foreclosure or in payment of debts,
in whole or in part, for other real estate.

2. Thissection shall not apply to an insurer organized under chapter 376, RSMo.

375.345. 1. Asused in this section, the following words and terms mean:

(1) "Admitted assets’, assets permitted to be reported as admitted assets on the statutory
financial statement of theinsurance company most recently required to befiled with thedirector,
but excluding assets of separate accounts, the investments of which are not subject to the
provisions of law governing the general investment account of the insurance company;

(2) "Cap", an agreement obligating the seller to make payments to the buyer, with each
payment based on the amount by which areference price, level, performance, or value of one or
more underlying interests exceeds a predetermined number, sometimes called the strike rate or
strike price;

(3) "Collar", an agreement to receive payments as the buyer of an option, cap, or floor
and to make payments as the seller of a different option, cap, or floor;

(4) "Counterparty exposure amount":

(8 Theamount of credit risk attributable to an over-the-counter derivative instrument.
The amount of credit risk equals:

a. The market value of the over-the-counter derivative instrument if the liquidation of
the derivative instrument would result in afinal cash payment to the insurance company; or

b. Zeroif the liquidation of the derivative instrument would not result in afinal cash
payment to the insurance company;

(b) If over-the-counter derivative instruments are entered into under a written master
agreement which provides for netting of payments owed by the respective parties, and the
domicile of the counterparty is either within the United States or within aforeign jurisdiction
listed in the Purposes and Procedures of the Securities Valuation Office as eligible for netting,
the net amount of credit risk shall be the greater of zero or the net sum of:

a The market value of the over-the-counter derivative instruments entered into under
the agreement, the liquidation of which would result in afinal cash payment to the insurance
company; and

b. The market value of the over-the-counter derivative instruments entered into under
the agreement, the liquidation of which would result in afinal cash payment by the insurance
company to the business entity;

(c) For open transactions, market value shall be determined at the end of the most recent
guarter of the insurance company's fiscal year and shall be reduced by the market value of
acceptable collateral held by the insurance company or placed in escrow by one or both parties;
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(5) "Derivativeinstrument"”, an agreement, option, instrument, or aseriesor combination
thereof that makes, takes delivery of, assumes, relinquishes, or makes a cash settlement in lieu
of aspecified amount of one or more underlying interests, or that hasaprice, performance, val ue,
or cash flow based primarily upon the actual or expected price, level, performance, value or cash
flow of one or more underlyinginterests. Derivativeinstruments aso include options, warrants
used in a hedging transaction and not attached to another financial instrument, caps, floors,
collars, swaps, forwards, futures and any other agreements, options or instruments substantially
similar thereto, and any other agreements, options, or instruments permitted under rulesor orders
promulgated by the director;

(6) "Derivative transaction”, a transaction involving the use of one or more derivative
instruments;

(7) "Director”, the director of the department of insurance of this state;

(8) "Floor", an agreement obligating the seller to make payments to the buyer in which
each payment is based on the amount by which a predetermined number, sometimes called the
floor rate or price, exceeds a reference price, level, performance, or value of one or more
underlying interests;

(9) "Forward", an agreement other than afuture to make or take delivery of, or effect a
cash settlement based on the actual or expected price, level, performance or vaue of, one or
more underlying interests, but not including spot transactions effected within customary
settlement periods, when issued purchases or other similar cash market transactions;

(10) "Future", an agreement traded on an exchange to make or take delivery of, or effect
a cash settlement based on the actual or expected price, level, performance or value of one or
more underlying interests and which includes an insurance future;

(11) "Hedging transaction”, aderivative transaction that is entered into and maintained
to reduce:

(& Therisk of economic loss due to a change in the value, yield, price, cash flow or
guantity of assetsor liabilitiesthat theinsurance company hasacquired or incurred or anticipates
acquiring or incurring;

(b) The currency exchange rate risk or the degree of exposure as to assets or liabilities
that the insurance company has acquired or incurred or anticipates acquiring or incurring; or

(c) Risk through such other derivative transactions as may be specified to constitute
hedging transactions by rules or orders adopted by the director;

(12) "Income generation transaction”:

() A derivative transaction involving the writing of covered call options, covered put
options, covered caps or covered floors that is intended to generate income or enhance return;
or
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(b) Such other derivative transactions as may be specified to constitute income
generation transactionsin rules or orders adopted by the director;

(13) "Initia margin", the amount of cash, securities or other consideration initially
required to be deposited to establish afutures position;

(14) "NAIC", the National Association of Insurance Commissioners;

(15) "Option", an agreement giving the buyer the right to buy or receive, sell or deliver,
enter into, extend, terminate or effect a cash settlement based on the actual or expected price,
level, performance or value of one or more underlying interests,

(16) "Over-the-counter derivativeinstrument”, aderivativeinstrument entered intowith
a business entity other than through an exchange or clearinghouse;

(17) "Potential exposure", the amount determined in accordance with the NAIC Annual
Statement Instructions;

(18) "Replication transaction”, a derivative transaction effected either separately or in
conjunction with cash market investments included in the insurer's investment portfolio and
intended to replicate theinvestment characteristic of another authorized transaction, investment
or instrument or to operate as a substitute for cash market transactions. A derivativetransaction
that is entered into as a hedging transaction or an income generation transaction shall not be
considered a replication transaction;

(19) "SVO", the Securities Vauation Office of the NAIC or any successor office
established by the NAIC;

(20) "Swap", an agreement to exchange or to net payments at one or more times based
on the actual or expected price, level, performance or value of one or more underlying interests;

(21) "Underlyinginterest”, theassets, liabilities, other interests, or acombination thereof
underlying aderivativeinstrument, such asany one or more securities, currencies, rates, indices,
commodities or derivative instruments,

(22) "Warrant", an instrument that gives the holder the right to purchase an underlying
financial instrument at a given price and time or at a series of prices and times outlined in the
warrant agreement.

2. Aninsurance company, including those or ganized under chapter 376, RSM o, may,
directly or indirectly through aninvestment subsidiary, engagein derivativetransactions pursuant
to this section under the following conditions:

(2) Ingeneral:

(8 An insurance company may use derivative instruments pursuant to this chapter to
engage in hedging transactions and certain income generation transactions,
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(b) Upon request, an insurance company shall demonstrate to the director the intended
hedging characteristics and the ongoing effectiveness of the derivative transaction or
combination of the transactions through cash flow testing or other appropriate analyses;

(2) Aninsurance company shall only maintain its position in any outstanding derivative
instrument used as part of a hedging transaction for aslong as the hedging transaction continues
to be effective;

(3) Aninsurance company may enter into hedging transactionsif asaresult of and after
giving effect to the transaction:

(8) The aggregate statement value of options, caps, floors and warrants not attached to
another financial instrument purchased and used in hedging transactions then engaged in by the
insurer does not exceed seven and one-half percent of its admitted assets;

(b) The aggregate statement value of options, caps and floors written in hedging
transactions then engaged in by the insurer does not exceed three percent of its admitted assets,
and

(c) The aggregate potential exposure of collars, swaps, forwards and futures used in
hedging transactions then engaged in by the insurer does not exceed six and one-half percent of
its admitted assets,

(4) Aninsurance company may only enter into thefollowing types of income generation
transactions if as a result of and after giving effect to an income generation transaction, the
aggregate statement value of the fixed income assets that are subject to call or that generate the
cash flowsfor payments under the caps or floors, plus the face value of fixed income securities
underlying a derivative instrument subject to call, plus the amount of the purchase obligations
under the puts, shall not exceed ten percent of its admitted assets:

(a) Salesof covered call options on noncallable fixed income securities, callable fixed
income securitiesif the option expires by itsterms prior to the end of the noncallable period, or
derivative instruments based on fixed income securities,

(b) Salesof covered call options on equity securitiesif the insurance company holdsin
its portfolio or can immediately acquire through the exercise of options, warrants or conversion
rights already owned, the equity securities subject to call during the complete term of the call
option sold;

(c) Salesof covered puts on investments that the insurance company is permitted to
acquire under the applicableinsurance laws of the state, if the insurance company has escrowed
or entered into a custodian agreement segregating cash or cash equivalentswith amarket value
equal to the amount of its purchase obligations under the put during the complete term of the put
option sold; or
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(d) Sales of covered caps or floorsif the insurance company holds in its portfolio the
investments generating the cash flow to make the required payments under the caps or floors
during the compl ete term that the cap or floor is outstanding;

(5) Aninsurance company may use derivative instruments for replication transactions
only after the director promulgates reasonable rules that set forth methods of disclosure,
reserving for risk-based capital, and determining the asset valuation reserve for these
instruments. Any asset being replicated is subject to all the provisions and limitations on the
making thereof specified in this chapter and chapters 376 and 379, RSMo, with respect to
investments by theinsurer asif the transaction constituted a direct investment by theinsurer in
the replicated asset;

(6) An insurance company shall include all counterparty exposure amounts in
determining compliance with this state's single-entity investment limitations,

(7) The director may approve, by rule or order, additional transaction conditions
involving the use of derivative instruments for other risk management purposes.

3. Written investment policies and record-keeping procedures shall be approved by the
board of directors of theinsurance company or by a committee authorized by such board before
the insurance company may engage in the practices and activities authorized by this section.
These policies and procedures must be specific enough to define and control permissible and
suitable investment strategies with regard to derivative transactions with a view toward the
protection of the policyholders. The minutes of any such committee shall be recorded and
regular reports of such committee shall be submitted to the board of directors.

4. The director may promulgate reasonable rules and regulations pursuant to the
provisionsof chapter 536, RSM o, not inconsi stent with this section and any other insurancelaws
of this state, establishing standards and requirements relating to practices and activities
authorized in this section, including, but not limited to, rules which impose financia solvency
standards, valuation standards, and reporting requirements.

375.480. 1. When any company, which has on deposit the securitiesnamed in [sections]
section 376.170 [and 376.300], RSMo, with thedirector of theinsurance department, shall desire
to relinquish and cease its business in this state, said director shall, upon application of such
company, under the oath of the president or vice president and secretary or assistant secretary,
give notice of such intention in any newspaper of general circulation published in the county or
city in which said company is located, if it is a company of this state, or in some newspaper
published inthecity of St. Louis, if it isacompany of another state or government, at least twice
aweek for six weeks.

2. After such publication he shall deliver up and transfer to said company the securities
held by him and belonging to the company; but before making such transfer, the director shall
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be satisfied, by an examination of the books and papers of such company, to be made by himself
or some competent person to be appointed by him, or by the oath of the acting president and
secretary or assistant secretary of said company if it be acompany organized under the laws of
this state, that all debts and liabilities of every kind that are due, or may become due, upon all
contracts or agreements made with the policyholders in said company, or in any company
reinsured by said company, if the deposit is that of a reinsured company and is held for the
security of the policyholders of said reinsured company under sections 375.010 to 375.920, are
released, satisfied or extinguished; or if it be a company not organized under the laws of this
state, that all debts and liabilities of every kind, whether fixed or contingent, due or that may
become dueto thisstate or to any county or municipality or citizen thereof, arereleased, satisfied
or extinguished; and the said director may, from time to time, authorize the delivery in the
manner aforesaid, to such company or its assigns, of any portion of such securities, on being
satisfied inthemanner and form aforesaid, that all debtsand liabilitiesof every kind asaforesaid
are less than one-half the amount of the said securities which are retained.

375.532. 1. The capital, reserve and surplus of a domestic insurer may be invested in
bonds, notes or other evidences of indebtedness, or preferred or guaranteed stocks or shares,
issued, assumed or guaranteed by an institution organized under the laws of the United States,
any state, territory or possession of the United States, or the District of Columbia, if such bonds,
notes or other evidences of indebtedness, or preferred or guaranteed stocks or shares, shall carry
at least the second highest designation or quality rating conferred by the Securities Valuation
Office of the National Association of Insurance Commissioners, or some similar or equivalent
rating by a nationally recognized rating agency which has been approved by the director.

2. Asused in this section, the term "institution" means a corporation, a joint stock
company, an association, atrust, abusinesspartnership, abusinessjoint ventureor similar entity.

3. Thissection shall not apply to an insurer organized under chapter 376, RSMo.

375.534. 1. In addition to other foreign investments permitted by Missouri law for the
type or kind of insurance company involved, the capital, reserves and surplus of al insurance
companiesof whatever kind and character organized under thelawsof thisstate, having admitted
assets of not less than one hundred million dollars, may be invested in securities, investments
and depositsissued, guaranteed or assumed by aforeign government or foreign corporation, or
located inaforeign country, whether denominated in United Statesdollarsor inforeign currency,
subject to the following conditions:

(1) Such securities, investments and deposits shall be of substantially the same kind,
class and quality of like United States investments eligible for investment by an insurance
company under Missouri law;
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(2) Aninsurance company shall not invest or deposit in the aggregate more than five
percent of its admitted assets under this section, except that an insurance company may reinvest
or redeposit any income or profits generated by investments permitted under this section; and

(3) Such securities, investments and deposits shall be aggregated with United States
investments of the same class in determining compliance with percentage limitations imposed
under Missouri law for investments in that class for the type or kind of insurance company
involved.

2. Thissection shall not apply to an insurer organized under chapter 376, RSMo.

375.1070. 1. Sections 375.1070 to 375.1075 may be cited as the "Investments in
Medium and Lower Quality Obligations Law".

2. Sections 375.1070 to 375.1075 shall not apply to an insurer organized under
chapter 376, RSMo.

375.1072. Asused in sections 375.1070 to 375.1075, the following terms mean:

(1) "Admitted assets’, the amount thereof as of the last day of the most recently
concluded annual statement year, computed in the same manner as admitted assetsin [sections
376.300t0 376.309, RSMo, for lifeinsurersand] section 379.080, RSMo, for insurersother than
life;

(2) "Aggregate amount of medium to lower quality obligations”, the aggregate statutory
statement value thereof;

(3) "Institution”, acorporation, ajoint-stock company, an association, atrust, abusiness
partnership, a business joint venture or similar entity;

(4) "Medium to lower quality obligations", obligations which are rated three, four, five
and six by the Securities Vauation Office of the National Association of Insurance
Commissioners.

375.1075. 1. No domestic insurer shall acquire, directly or indirectly, any medium or
lower quality obligation of any institution if, after giving effect to any such acquisition, the
aggregate amount of all medium and lower quality obligationsthen held by the domestic insurer
would exceed twenty percent of itsadmitted assets, and no more than ten percent of its admitted
assets consists of obligations rated four, five or six by the Securities Valuation Office, and no
more than three percent of its admitted assets consists of obligations rated five or six by the
Securities Vauation Office, and no more than one percent of its admitted assets consists of
obligationsrated six by the Securities Valuation Office. Attaining or exceeding the limit of any
one category shall not preclude an insurer from acquiring obligationsin other categories subject
to the specific and multicategory limits.

2. Theprovisionsof thissection shall not prohibit adomesticinsurer from acquiring any
obligationswhichit hascommitted to acquireif theinsurer would have been permitted to acquire
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that obligation pursuant to this section on the date on which such insurer committed to purchase
that obligation.

3. Notwithstanding the other provisions of this section, adomestic insurer may acquire
an obligation of an institution in which the insurer already has one or more obligations, if the
obligationisacquired in order to protect an investment previously madein the obligations of the
ingtitution, provided that all such acquired obligations shall not exceed one-half of one percent
of the insurer's admitted assets.

4. Theboard of directors of any domestic insurance company which acquires or invests
in, directly or indirectly, medium or lower quality obligations of any institution shall adopt a
written plan for the making of suchinvestments. Theplan, inaddition to guidelineswith respect
tothequality of theobligationsinvested in, shall contain diversification standardsincluding, but
not limited to, standards for issuer, industry, duration, liquidity and geographic location.

5. Noinvestmentsin excess of the limitations provided by this act shall be recognized
as an asset of the insurer pursuant to [section 376.307, RSMo, and] section 379.080, RSMo.

376.170. All life insurance companies organized under the provisions of sections
376.010 to 376.670 shall deposit with the director of the insurance department, in addition to
other amounts required by law to be deposited by life insurance companies before such
companies are permitted to engage in the business of issuing policies of life insurance and
annuity bonds, cash or securities of the kind and type in which life insurance companies are
requiredto invest their fundsunder [section 376.300] sections 376.291 to 376.307, as same now
is or as same may be hereafter amended, in an amount sufficient to equal the net value on all
policies or annuity bonds hereafter issued by such companies, the amount thereof to be
determined by an eval uation made in accord with the provisions of sections 376.010 to 376.670.

376.190. Thedirector shall annually cause the registered policies and annuity bonds of
each company outstanding and in force to be carefully valued, and whenever the total of the
actual net value of such policiesand annuity bonds exceedsthe market value of the securitieson
deposit, the company issuing such policiesor annuity bonds shall immediately deposit sufficient
securities of the same kind and type provided for in [section 376.300] sections 376.291 to
376.307 to equal the net value of such policies and annuity bonds so that the market value of the
securities deposited shall always be equal to the actual net value of the registered policies and
annuity bonds issued by such company and still in force]; provided, however, that bonds and
other evidences of debt having a fixed term and rate may be valued in accordance with the
provisions of section 376.320].

376.280. 1. Nojoint stock or stock and mutual company formed under the provisions
of sections 376.010 to 376.670, or the laws of this state, for any purpose mentioned in section
376.010, shall commenceto do businessor issue policiesunless upon an actual capital of at |east
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six hundred thousand dollarsand asurplus of at least six hundred thousand dollars, nor shall any
such company commence to do any business unless the full amount of capital stock and surplus
named initscharter or articles of association hasbeen paidin and invested in such securitiesand
in accordancewith al the provisionsasisprovided for in [section 376.300] sections376.291to
376.307, or as the same may be subsequently amended.

2. In order to continue writing new business, any stock company organized under the
provisions of sections 376.010 to 376.670, or the laws of this state, for any purpose mentioned
in section 376.010, shall maintain an actual capital and surplus in the amount required to
commence business.

3. Any other provision of this section notwithstanding, ajoint stock or stock and mutual
company licensed to do business in this state on August 13, 1982, may renew its license for
business specified therein until December 31, 1984, by maintaining in lieu of the capital and
surplus requirements an actual capital and surplus of at least nine hundred thousand dollars.

4. No mutual company formed under the provisions of sections 376.010 to 376.670, or
of the laws of this state, shall commence or continue to do any business mentioned in section
376.010 until agreement, in writing, with such company shall have been entered into by not less
than one hundred persons for assurance upon their own lives, or the lives of other persons for
their benefit, nor until it shall have received premiums on the same in cash, to an aggregate
amount of not lessthan six hundred thousand dollars and in addition shall have a surplus of six
hundred thousand dollars; provided further, that nothing herein contained shall be so construed
as to prohibit any such company from complying with the provisions of sections 362.180 to
362.195, RSMo.

5. Any other provision of thissection notwithstanding, amutual company licensed to do
businessin this state on August 13, 1982, may renew its license for business specified therein
until December 31, 1984, by maintaining in lieu of the surplus requirement paid-in premiums
in an aggregate amount of not less than nine hundred thousand dollars.

6. Violation of any of the provisions of this section by any insurer is grounds for the
revocation of its certificate of authority by the director.

376.291. Sections376.291t0376.307 shall apply only toinvestmentsand investment
practices of domestic insurers organized under the provisions of this chapter. Sections
376.291 to 376.307 shall not apply to separate accounts of an insurer except to the extent
that the provisions of section 376.309 so provide.

376.292. Asused in sections 376.291 to 376.307, the following terms mean:

(1) "Acceptable collateral”, as to securities lending repurchase and reverse
repurchasetransactions, any financial assets of atypefor which, when taken ascollateral
by an insurer in such transactions, would permit the subject securities or repurchase
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agreements, as the case may be, to constitute admitted assets of the insurer under the
relevant statutory accounting principles promulgated from time to time by the NAIC as
adopted by thedirector;

(2) " Acceptable private mortgage insurance”, insurance written by a private
insurer protecting a mortgage lender against loss occasioned by a mortgage loan default
and issued by a licensed mortgage insurance company with an SVO " 1" designation or a
rating issued by a nationally recognized statistical rating organization equivalent to an
SVO "1" designation that coverslossesto an eighty percent loan-to-valueratio;

(3) " Accident and health insurance" , protection that provides payment of benefits
for covered sicknessor accidental injury, excluding credit insurance, disability insurance,
accidental death and dismemberment insurance, and long-term car e insurance;

(4) " Accident and health insurer” , alicensed lifeor health insurer or health service
cor por ation whoseinsurance premiumsand required statutory reservesfor accident and
health insurance constitute at least ninety-five per cent of total premium consider ationsor
total statutory required reserves, respectively;

(5) " Admitted assets', assets permitted to be reported as admitted assets on the
statutory financial statement of the insurer most recently required to be filed with the
director but excluding assets of separ ate accounts;

(6) " Affiliate" , astoany person, another person that, directly or indirectly through
oneor moreintermediariescontrols, iscontrolled by, or isunder common control with the
person;

(7) " Asset-backed security", asecurity or other instrument, excluding sharesin a
mutual fund, evidencing an interest in or the right to receive payments from, or payable
from distributions on an asset, a pool of assets, or specifically divisible cash flows which
arelegally transferred toatrust or another special purpose bankruptcy-remote business
entity on the following conditions:

(@) The trust or other business entity is established solely for the purpose of
acquiring specific types of assets or rights to cash flows, issuing securities and other
instrumentsrepresenting an interest in or right to receive cash flows from those assets or
rights, and engaging in activities required to service the assets or rights and any credit
enhancement or support features held by thetrust or other business entity; and

(b) Theassetsof thetrust or other businessentity consist solely of interest bearing
obligationsor other contractual obligationsrepresentingtheright toreceivepayment from
the cash flow from the assets. However, the existence of credit enhancements, such as
letter sof credit or guaranteesor support featur es, such asswap agr eements, shall not cause
a security or other instrument to beineligible as an asset-backed security;
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(8) "Businessentity", asoleproprietor ship, limited liability company, association,
partnership, joint stock company, joint venture, mutual fund, trust, joint tendency, or
other similar form of businessor ganization, whether organized for -pr ofit or not-for-profit;

(9) "Capital and surplus’, the sum of the capital and surplus of the insurer
required to be shown on the statutory financial statement of the insurer most recently
required to befiled with the director;

(10) " Cash equivalents’, short-term, highly rated, and highly liquid investments
or securities readily convertible to known amounts of cash without penalty and so near
maturity that they present insignificant risk of changein value. Cash equivalentsinclude
gover nment money market mutual fundsand class one money market mutual funds. For
purposes of this subdivision:

(a) " Short-term" meansinvestmentswith aremaining term to maturity of ninety
daysor less; and

(b) "Highlyrated" meansaninvestmentrated" P-1" by Moody'slnvestor sService,
Inc., or " A-1" by Standard and Poor'sdivision of The McGraw Hill Companies, Inc., or
itsequivalent rating by a nationally recognized statistical rating organization recognized
by the SVO;

(11) " Classone bond mutual fund", a mutual fund that at all times qualifies for
investment using the bond class one reserve factor under the Purpose and Procedur es of
the Securities Valuation Office or any successor publication;

(12) " Classonemoney market mutual fund" , amoney market mutual fund that at
all timesqualifiesfor investment usingthebond classoner eservefactor under the Purpose
and Procedures of the Securities Valuation Office or any successor publication;

(13) "Code", thischapter and chapters 374, 375, and 382, RSMo;

(14) " Commercial mortgage loan", a loan secured by a mortgage other than a
residential mortgage loan;

(15) " Construction loan", aloan lessthan threeyearsin term madefor financing
the cost of construction of a building or other improvement to real estate that is secured
by thereal estate;

(16) " Control" , thepossession, directly or indirectly, of the power todirect or cause
thedirection of the management and policies of a person, whether through the owner ship
of voting securities, by contract, other than a commercial contract for goods or
nonmanagement service, or otherwise, unlessthe power istheresult of an official position
with or corporateofficeheld by theperson. Control shall bepresumed toexist if aperson,
directly or indirectly, owns, controls, holds with power to vote, or holds proxies
representing ten percent or more of the voting securities of another person. This
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presumption may berebutted by ashowingthat control doesnot exist in fact. Thedirector
may determine after furnishing all interested persons notice and an opportunity to be
heard and making specific findings of fact to support the deter mination that control exists
in fact, notwithstanding the absence of a presumption to that effect;

(17) " Credit tenant loan" , amortgage loan which ismadeprimarily in relianceon
thecredit standing of amajor tenant, structur ed with an assignment of therental payments
to the lender with real estate pledged ascollateral in the form of afirst lien;

(18) " Direct" or " directly" ,in connection with an obligation, thedesignated obligor
primarily liable on the instrument representing the obligation;

(19) "Doallar roll transaction", two simultaneous transactions with different
settlement dates no more than ninety-six days apart so that in the transaction with the
earlier settlement datean insurer sellstoabusinessentity, and in theother transaction the
insurer is obligated to purchase, from the same business entity, substantially similar
securities of the following types:

(a) Asset-backed securities issued, assumed or guaranteed by the Gover nment
National M ortgage Association, theFeder al National M ortgage Association, or theFederal
Home L oan Mortgage Corporation or their respective successors; and

(b) Other asset-backed securities referred to in section 106 of Title | of the
Secondary Mortgage Mar ket Enhancement Act of 1984 (15 U.S.C. 77r-1), asamended;

(20) " Domestic jurisdiction”, the United States, Canada, any state, any province
of Canada, or any political subdivision of the foregoing;

(21) " Equity interest” , any of thefollowing that arenot rated credit instruments:

(@) Common stock;

(b) Preferred stock;

(c) Trust certificate;

(d) Equity investment in an investment company other than a money market
mutual fund or a class one bond mutual fund;

(e) Investment in a common trust fund of a bank regulated by a federal or state
agency;

(f) An ownership interest in mineral, oil, or gas to which the rights have been
separ ated from theunderlying feeinterest in thereal estate wherethe mineral, oil, or gas
arelocated,;

(9) Instrumentswhich aremandatory, or at the option of theissuer, convertibleto
equity;

(h) Limited partner ship interest and thosegeneral partner ship interestsauthorized
under subdivision (4) of section 376.294;
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(1) Member interestsin limited liability companies;

(1) Warrants or other rights to acquire equity interests that are created by the
person that owns or would issuethe equity to be acquired; or

(k) Instrumentsthat would berated credit instruments except for the provisions
under subdivision (48) of this section;

(22) "Foreign currency", currency other than that of a domestic jurisdiction;

(23) (a) "Foreign investment”, an investment in a foreign jurisdiction or an
investment in a person, real estate, or asset domiciled in a foreign jurisdiction that is
substantially of thesametypeasthoseeligiblefor investment under thischapter other than
under section 376.304. An investment shall not be deemed foreign if the issuing person,
qualified primary credit source, or qualified guarantor is a domestic jurisdiction or a
person domiciled in a domestic jurisdiction unless:

a. Theissuing person isa shell business entity; and

b. Theinvestment isnot assumed, accepted, guaranteed, or insured or otherwise
backed by adomesticjurisdiction, or a person that isnot a shell businessentity domiciled
in adomestic jurisdiction;

(b) For purposes of thisdefinition:

a. " Shell business entity” means a business entity having no economic substance
except asavehiclefor owning interestsin assetsissued, owned, or previously owned by a
person domiciled in aforeign jurisdiction;

b. " Qualified guarantor” meansaguarantor against which aninsurer hasadirect
claim for full and timely payment, evidenced by a contractual right for which an
enforcement action can be brought in a domestic jurisdiction;

c. "Qualified primary credit score” means the credit score to which an insurer
looksfor payment asto an investment and against which an insurer hasadirect claim for
full and timely payment evidenced by a contractual right for which an enfor cement action
can be brought in a domestic jurisdiction;

(24) "Foreign jurisdiction”, ajurisdiction other than a domestic jurisdiction;

(25) " Government money mar ket mutual fund" , amoney mar ket mutual fund that
at all times:

(@ Invests only in obligations issued, guaranteed, or insured by the federal
gover nment of theUnited Statesor collater alized r epur chaseagr eementscomposed of these
obligations; and

(b) Qualifiesfor investment without areserveunder the Purposesand Procedures
of the Securities Valuation Office or any successor publication;

(26) " Government sponsored enterprise”, a:
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(&) Government agency; or

(b) Corporation, limited liability company, association, partnership, joint stock
company, joint venture, trust, or other entity or instrumentality organized under thelaws
of any domesticjurisdiction toaccomplish apublic policy or other governmental pur pose;

(27) " Guaranteed" or "insured", in connection with an obligation acquired under
this chapter, the guarantor or insurer hasagreed to:

(@) Perform or insuretheabligation of the obligor or purchasethe obligation; or

(b) Beunconditionally obligated until the obligation isrepaid to maintain in the
obligor a minimum net worth, fixed charge coverage, stockholders equity or sufficient
liquidity to enable the obligor to pay the obligation in full;

(28) "High gradeinvestment”, arated credit instrumentsrated " 1", " 2", " P1",
"P2","PSF1", or "PSF2" by the SVO;

(29) " Investment company", an investment company as defined in section 3(a) of
the Investment Company Act of 1940 (15 U.S.C. 80a-1), as amended, and a person
described in section 3(c) of that Act;

(30) "Investment company series', an investment portfolio of an investment
company that is organized as a series company and to which assets of the investment
company have been specifically allocated;

(31) "Investment subsidiary", asubsidiary of an insurer engaged or organized to
engage exclusively in the owner ship and management of assets authorized asinvestments
for theinsurer if such subsidiary limitsitsinvestment in any asset so that itsinvestments
will not cause the amount of the total investment of the insurer to exceed any of the
investment limitation or avoid any other provisions of this chapter applicable to the
insurer. Asused in thissubdivision, thetotal investment insurer shall include:

(a) Direct investment by theinsurer in an asset; and

(b) Theinsurer'sproportionateshareof aninvestment in an asset by an investment
subsidiary of the insurer which shall be calculated by multiplying the amount of the
subsidiary's investment by the percentage of the insurer's ownership interest in the
subsidiary;

(32) " Investment strategy” , thetechniquesand methodsused by an insurer tomeet
itsinvestment obj ectives, such asactivebond portfolio management, passivebond portfolio
management, interest rate anticipation, growth investing, and value investing;

(33) "Letter of credit", a clean, irrevocable, and unconditional letter of credit
issued or confirmed by and payableand presentableat afinancial institution on thelist of
financial institutionsmeetingthestandar dsfor issuing letter sof credit under the Pur poses
and Procedures of the Securities Valuation Office or any successor publication. To
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constitute applicable collateral for the purposes of section 376.303, a letter of credit shall
have an expiration date beyond the term of the subject transaction;

(34) "Limited liability company" , abusinessor ganization, excluding partner ships
and ordinary business cor por ations, organized or operating under thelaws of the United
States or any state thereof that limits the personal liability of investors to the equity
investment of the investor in the business entity;

(35) "Lower gradeinvestment”, arated credit instrument rated " 4", " 5", " 6",
"P4", " PS5, "P6", " PSF4", " PSF5", or " PSF6" by the SVO;

(36) "Market value':

(8) Asto cash and credit, the amountsthereof; and

(b) Asto asecurity as of any date, the pricefor the security in that date obtained
from a generally recognized source or the most recent quotation from a source, or tothe
extent no generally recognized source exists, the price for the security reasonably as
determined by the insurer plus accrued but unpaid income thereon to the extent not
included in the price as of that date;

(37) "Medium grade investment”, arated credit instrument rated " 3", " P3", or
"PSF3" by the SVO;

(38) "Money market mutual fund", a mutual fund that meetsthe conditionsof 17
C.F.R. 270.2a-7 under the Investment Company Act of 1940 (15 U.S.C. 80a-1 et seq.), as
amended or renumbered,;

(39) "Mortgage loan", an obligation secured by a mortgage, deed of trust, trust
deed, or other consensual lien on real estate;

(40) " Multilateral development bank" , an inter national devel opment or ganization
of which the United Statesis a member;

(41) "Mutual fund”, an investment company or in the case of an investment
company that is organized as a series company, an investment company series, that in
either caseisregistered with theUnited States Securitiesand Exchange Commission under
the Investment Company Act of 1940 (15 U.S.C. 80a-1 et seq.), as amended;

(42) "NAIC", the National Association of I nsurance Commissioners,

(43) "Obligation", a bond, note, debenture, trust certificate, including an
equipment trust certificate, production payment, negotiable bank certificate of deposit,
bankers acceptance, credit tenant loan, loan secured by financing net leases, and other
evidenceof indebtednessfor the payment of money, or participations, certificates, or other
evidence of an interest in any of the foregoing, whether constituting a general obligation
of theissuer or payableonly out of certain revenuesor certain fundspledged or otherwise
dedicated for payment;
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(44) " Person”, an individual, a business entity, a multilateral development bank,
or a government or quasi-government body, such as a political subdivision or a
government sponsored enterprise;

(45) "Preferred stock" , preferred, preference, or guaranteed stock of a business
entity authorized to issue the stock that hasa preferencein liquidation over the common
stock of the business entity;

(46) "Qualified business entity”, a business entity that is:

(& Anissuer of obligations or preferred stock that arerated " 1" or "2" by the
SVO or an issuer of obligations, preferred stock, or derivativeinstrumentsthat arerated
the equivalent of "1" or "2" by the SVO or the equivalent by a nationally recognized
statistical rating organization recognized by the SVO;

(b) A primary dealer in the United States gover nment securitiesrecognized by the
Federal Reserve Bank of New York; or

(c) With respect to section 376.303, an affiliate of an entity that is a qualified
businessentity under paragraph (a) or (b) of thissubdivision whosearrangement with the
insurer is guaranteed by the affiliated entity that is a qualified business entity under
paragraph (a) or (b) of thissubdivision;

(47) " Rated credit instrument” :

(&) Anobligation or other instrument which givesitsholder a contractual right to
receive cash or another rated credit instrument from another entity if theinstrument:

a. Israted or required to berated by the SVO;

b. Inthecaseof an instrument with amaturity of three hundred ninety-seven days
or less, isissued, guaranteed, or insured by an entity that israted by or another instrument
of such entity is rated by the SVO or by a nationally recognized statistical rating
organization recognized by the SVO;

c. Inthe case of an instrument with a maturity of ninety days or less, isissued,
assumed, accepted, guaranteed, or insured by a qualified bank;

d. Isashareof aclassone bond mutual fund; or

e. Isashareof amoney market mutual fund;

(b) " Rated credit instrument” shall not mean:

a. Aninstrument that ismandatorily, or at the option of the issuer, convertibleto
an equity interest; or

b. A security that has a par value and whose terms provide that the issuer's net
obligation torepay all or part of the security'spar valueisdetermined by referencetothe
performance of an equity, a commodity, a foreign currency, or an index of equities,
commaodities, foreign currencies, or combination ther eof;
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(48) "Real estate":

(3) Real property;

(b) Interestsinreal property, such asleaseholds, mineral, oil, and gasthat havenot
been separated from the underlying fee interest;

(c) Improvementsand fixtureslocated on or in real property; and

(d) Thesdller'sequity in a contract providing for a deed of real estate;

Astoamortgage on aleasehold estate, real estate shall includetheleasehold estateonly if
it hasan unexpired term, including renewal optionsexer cisable at the option of the lessee
extending beyond the scheduled maturity date of the obligation that is secured by a
mortgage on a leasehold estate by a period equal to at least twenty percent of theoriginal
term of the obligation or ten years, whichever isgreater;

(49) "Repurchase transaction”, a transaction in which an insurer purchases
securities from a business entity that is obligated to repurchase the purchased securities
or substantially the same securitiesfrom theinsurer at a specified pricewithin a specified
period of timeor on demand,;

(50) "Required liabilities", total liabilitiesrequired tobereported on thestatutory
financial statement of theinsurer most recently required to befiled with the director;

(51) " Residential mortgageloan”, aloan primarily secured by a mortgage on real
estate improved with a one-to-four family residence;

(52) "Reverserepurchase transaction”, a transaction in which an insurer sells
substantially thesamesecuritiestoabusinessentity and isobligated torepur chasethe sold
securitiesor substantially the same securities from the business entity at a specified price
within a specified period of time or upon demand;

(53) " Secured location™, the contiguousreal estate owned by one person;

(54) " Securitieslending transaction” , atransaction in which securitiesareloaned
by an insurer to a business entity that is obligated to return the loaned securities or
substantially the same securitiesto theinsurer within a specified period of timeor upon
demand;

(55) "Series company”, an investment company that is organized as series
company, asdefined in Rule 18f-2 under the Investment Company Act of 1940 (15 U.S.C.
80a-1 et seq.), asamended,;

(56) " Sinking fund stock", preferred stock that:

(a) I'ssubjecttoamandatory sinkingfund or similar arrangement that will provide
for the redemption or open market purchase of the entireissue over a period not longer
than forty yearsfrom the date of acquisition; and
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(b) Providesfor mandatory sinking fund installments or open market purchases
commencing not morethan ten and one-half year sfrom the date of issue with the sinking
fund installments providing for the purchase or redemption on a cumulative basis
commencing ten year sfrom the date of issue of at least two and one-half percent per year
of theoriginal number of sharesof that issue of preferred stock;

(57) " Special rated credit instrument”, arated credit instrument that is:

(a) Structured sothat if it isheld until retired by or on behalf of theissuer, itsrate
of return based on itspur chasecost and any cash flow stream possibleunder thestructure
of thetransaction may becomenegativeduetoreasonsother than thecredit risk associated
with theissuer of theinstrument; however, arated credit instrument shall not be a special
rated credit instrument under thisparagraph if it is:

a. A sharein aclass one bond mutual fund;

b. Aninstrument other than an asset-backed security with paymentsof par value
fixed asto an amount and timing or callable but in any event payableonly at par valueor
greater and interest or dividend cash flows that are based on a fixed or variable rate
determined by referenceto a specified rate or index;

c. Aninstrument other than an asset-backed security that hasa par valueand is
purchased at a price no greater than one hundred ten percent of par;

d. Aninstrument, including an asset-backed security, whoserate of return would
become negative only as a result of prepayment due to casualty, condemnation, or
economic obsolescence of collateral or change of law;

e. An asset-backed security that relieson collateral that meetstherequirementsof
subparagraph b. of this paragraph and the par value of which collateral:

(i) Is not permitted to be paid sooner than one-half of the remaining term to
maturity from the date of acquisition;

(i) Ispermitted tobepaid prior tomaturity only at apremium sufficient toprovide
ayieldtomaturity for theinvestment, consideringtheamount of prepaid and reinvestment
rates at the time of early repayment, at least equal to the yield to maturity of the initial
investment; or

(iii) I's permitted to be paid prior to maturity at a premium at least equal to the
yield of atreasury issue of comparable remaining life; or

f. An asset-backed security that relies on cash flow from assets that are not
prepayable at any time at par but is not otherwise governed by subparagraph e. of this
paragraph if theasset-backed security hasa par valuereflecting principal paymentsto be
received if held until retired by or on behalf of theissuer and is purchased at a price no
greater than one hundred five percent of such par amount;



H.B. 419 22

329
330
331
332
333
334
335
336
337
338
339

341
342

345
346
347

349
350
351
352
353
354
355
356
357
358
359
360
361

(b) An asset-backed security that:

a. Relieson cash flow from assetsthat are prepayable at par at any time;

b. Does not make payments of par that are fixed asto amount and timing; and

c. Hasanegativerateof return at thetimeof acquisition if aprepayment threshold
assumption isused with such prepayment threshold assumption defined as either:

(i) Two times the prepayment expectation reported by a recognized publicly
availablesour ceasbeingthemedian of expectationscontributed by broker dealersor other
entities except insurersengaged in the business of selling or evaluating such securitiesor
assets. At theinsurer'selection, the prepayment expectation used in thiscalculation shall
be the prepayment expectation for pass-through securities of the Federal National
M ortgage Association, the Federal Home L oan Mortgage Cor por ation, the Gover nment
National M ortgage Association, or for other assetsof the sametypeof assetsthat underlie
the asset-backed security in a gross weighted average coupon comparable to the gross
weighted aver age coupon of the assets that underlie the asset-backed security; or

(i) Another prepayment threshold assumption specified by the director by
regulation;

(c) For purposesof paragraph (b) of thissubdivision, if the asset-backed security
is purchased in combination with one or more other asset-backed securities that are
supported by identical underlying collateral, theinsurer may calculatetherate of return
for these specific combined asset-backed securities in combination. The insurer shall
maintain documentation demonstrating that such securities were acquired and are
continuing to be held in combination;

(58) " State", a state, territory, or possession of the United States, District of
Columbia, or the Commonwealth of Puerto Rico;

(59) " Substantially the same securities', securities that meet all criteria for
substantially the same securities specified in the NAIC Accounting Practices and
Procedures Manual, as amended, as adopted by the director;

(60) " Subsidiary" , astoany person, an affiliate controlled by such per son, directly
or indirectly, through one or moreintermediaries,

(61) "SVO", the Securities Valuation Office of the NAIC or any successor office
established by the NAIC;

(62) " Unrestricted surplus', theamount by which total admitted assetsexceed one
hundred and twenty-five per cent of theinsurer'srequired liabilities.

376.293. 1. (1) Insurersmay acquire, hold, or invest in investments or engage in
investment practices as set forth in thischapter or section 375.345, RSMo. Insurersmay
also acquire, hold, or invest in investments not conforming to the requirements of this
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section that are not otherwise prohibited by this chapter or section 375.345, RSMo,
provided however, that investments not conforming to this section shall not be admitted
assets. The provisions and definitions of terms of section 375.345, RSMo, related to
derivative transactions shall also apply to investmentsunder this chapter.

(2) Subject tosubdivision (3) of thissubsection, an insurer shall not acquireor hold
an investment as an admitted asset unless at the time of acquisition:

(@) Itiseligiblefor the payment or accrual of interest or discount, whether in cash
or other formsof income or securities, eligibleto receive dividends or other distributions
or isotherwiseincome producing; or

(b) It isacquired under section 375.345, RSM o, subsection 3 of section 376.302,
section 376.303 or 376.307 or under theauthority of sectionsof thecodeother than sections
376.291 to 376.307.

(3 Aninsurer may acquire or hold as admitted assets investments that do not
otherwise qualify, as provided in sections 376.291 to 376.307, if this insurer has not
acquired theassetsinvestmentsfor thepur poseof circumventingany limitationscontained
in sections 376.291 to 376.307 and if theinsurer acquirestheinvestmentsin thefollowing
circumstances and complies with the provisions of sections 376.291 to 376.307 as to the
investments:

(@) Asa payment on account of existing indebtedness or in connection with the
refinancing, restructuring, or workout of existing indebtedness, if taken to protect the
insurer'sinterest in that investment;

(b) Asrealization of collateral for indebtedness;

(c) Inconnection with an otherwisequalified investment or investment practiceas
interest on, or adividend, or other distribution related to the investment or investment
practice or in connection with the refinancing of the investment. In each case, no
additional or only nominal consideration is necessary;

(d) Under lawful and bona fide agreement of recapitalization or voluntary or
involuntary reorganization in connection with an investment held by theinsurer; or

(e) Under abulk reinsurance, merger, or consolidation transaction approved by the
director if the assets congtitute admissible investments for the ceding, merged, or
consolidated companies.

(4) An investment or portion of an investment acquired by an insurer under
subdivision (3) of this subsection shall become a nonadmitted asset three years, or five
yearsin the case of mortgage loansand real estate, from the date of its acquisition unless
within that period theinvestment hasbecomeaqualified investment under asection of this
chapter other than subdivision (3) of thissubsection, but an investment acquired under an
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agreement of bulk reinsurance, merger, or consolidation may be qualified for a longer
period if soprovided in theplan for reinsurance, merger, or consolidation asapproved by
thedirector. Upon application by theinsurer and a showing that the nonadmission of an
asset held under subdivision (3) of thissubsection would materially injuretheinterests of
the insurer, the director may extend the period of admissibility for an additional,
reasonable period of time.

(5) Except asprovided in subdivisions (6) and (8) of thissubsection, an investment
shall qualify under this chapter if on the date the insurer committed to acquire the
investment or on thedateof itsacquisition it would have qualified under thischapter. For
the purposes of determining limitations contained in this chapter, an insurer shall give
appropriate recognition to any commitmentsto acquire investments.

(6) (&) Aninvestment held asan admitted asset by an insurer on August 28, 2007,
which qualified under this chapter, or chapter 375, RSMo, shall remain qualified as an
admitted asset.

(b) Each specific transaction constituting an investment practice of the type
described in thischapter that waslawfully entered into by an insurer and wasin effect on
August 28, 2007, shall continueto be permitted under this chapter until itsexpiration or
termination under itsterms, including any expiration or termination after an extension
under itsterms.

(7) Unlessotherwise specified, an investment limitation computed on the basis of
an insurer'sadmitted assets or capital and surplusshall relateto the amount required to
be shown on the statutory balance sheet of theinsurer most recently required to befiled,
annual or last quarter, with the director. Solely for the purposes of computing any
limitation based upon admitted assets, the insurer shall deduct from the amount of its
admitted assets the amount of the liability recorded on such statutory balance sheet for:

(a) Thereturn of acceptablecollateral received in arever serepurchasetransaction
or a securitieslending transaction;

(b) Cashreceived in adollar roll transaction; and

(c) Theamount reported asborrowed money in such statutory balancesheet tothe
extent not included in paragraph (b) and this paragraph of this subdivision.

(8 Aninvestment qualified, in whole or in part, for acquisition or holding as an
admitted asset may bequalified or requalified at thetime of acquisition or alater date, in
wholeor in part, under any section if therelevant conditionscontained in theother section
are satisfied at thetime of the qualification or requalification.

(9) Aninsurer shall maintain documentation demonstratingthat investmentswere
acquired in accordance with this chapter.
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(210) Aninsurer shall not enter into an agreement to pur chase securitiesin advance
of their issuance for resaleto the public as part of a distribution of the securities by the
issuer or otherwiseguar anteethedistribution, except that aninsurer may acquireprivately
placed securitieswith registration rights.

(11) Notwithstanding the provisions of this chapter, the director, for good cause,
may order an insurer to nonadmit, limit, dispose of, withdraw from, or discontinue an
investment or investment practice. Theauthority of thedirector under this subsection is
in addition to any other authority of thedirector.

2. (1) Within three monthsafter August 28, 2007, an insurer'sboard of directors
shall adopt a written plan for acquiring and holding investments and for engaging in
investment practicesthat specifiesguidelinesastothequality, maturity, and diver sification
of the investments and other specifications, including investment strategies intended to
assure that the investments and investment practices are appropriate for the business
conducted by theinsurer, itsliquidity needs, and itscapital and surplus. Theboard shall
review and assess theinsurer'stechnical investment and administrative capabilities and
expertisebeforeadopting awritten plan concerning an investment strategy or investment
practice.

(2) Investmentsacquired and held under thischapter and section 375.345, RSMo,
shall be acquired and held under the supervision and direction of the board of directors
of theinsurer. Theboard of directorsshall evidenceby formal resolution at least annually
that it has determined whether all investments have been made in accordance with
delegations, standards, limitations, and investment objectives prescribed by the board or
a committee of the board char ged with the responsibility to direct itsinvestments.

(3) On no lessthan a quarterly basis and more often if deemed appropriate, an
insurer'sboard of directorsor committee of the board of directorsshall:

(a) Receiveand review asummary report on theinsurer'sinvestment portfolio, its
investment activities, and investment practices engaged in under delegated authority in
order to determine whether the investment activity of the insurer is consistent with its
written plan; and

(b) Review and revise, asappropriate, thewritten plan.

(4) Indischargingitsdutiesunder thissection, theboard of directorsshall require
that records of any authorization or approvals, other documentation as the board may
require, and reportsof any action taken under authority delegated under theplanreferred
toin subsection 1 of thissection shall be made available on aregular basisto theboard of
directors.
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(5) Indischargingtheir dutiesunder this section, thedirectorsof an insurer shall
perform their dutiesin good faith and with that degree of care that ordinarily prudent
individualsin like positionswould use under similar circumstances.

(6) If aninsurer doesnot have a board of directors, all referencesto the board of
directorsin sections 376.291 to 376.307 shall be deemed to bereferencesto the governing
body of theinsurer having authority equivalent to that of a board of directors.

376.294. 1. Aninsurer shall not directly or indirectly:

(1) Invest in an obligation or security or make a guaranteefor the benefit of or in
favor of an officer or director of theinsurer except asprovided in section 376.295;

(2) Invest in an obligation or security, make a guarantee for the benefit of or in
favor of, or makeother investmentsin abusinessentity of which ten percent or moreof the
voting securitiesor equity interests are owned directly or indirectly by or for the benefit
of oneor moreofficersor directorsin theinsurer except under atransaction entered into
in compliance with section 382.195, RSMo, or provided in section 376.295;

(3) Engageon itsown behalf or through one or more affiliatesin atransaction or
series of transactions designed to evade the prohibitions of section 375.345, RSMo, and
sections 376.291 to 376.307, or section 376.311,;

(4) Invest in apartnership asageneral partner, except that an insurer may make
an investment asa general partner:

(a) If all other partnersin the partnership aresubsidiariesof theinsurer or other
insurance company affiliates of the insurer;

(b) For the purpose of:

a. Meeting cash calls committed to prior to August 28, 2007,

b. Completing those specific projectsor activities of the partnership in which the
insurer was a general partner asof August 28, 2007, that had been undertaken as of that
date; or

c. Making capital improvementsto property owned by the partner ship on August
28, 2007, if theinsurer was a general partner as of that date; or

(c) In accordancewith subdivision (3) of subsection 1 of section 376.293; or

(5) Invest or lend its funds upon the security of shares of its own stock, except as
authorized by other provisionsof thischapter. However, no such sharesshall beadmitted
assets of theinsurer.

2. Subdivision (4) of subsection 1 of this section shall not prohibit a subsidiary or
other affiliate of the insurer from becoming a general partner.

376.295. 1. (1) Except asprovided in subsection 2 of thissection, an insurer shall
not without written approval of the director, directly or indirectly:
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(a) Makealoan toor other investment in an officer or director of theinsurer or a
person in which the officer hasany direct or indirect financial interest;

(b) Makeaguaranteefor the benefit of or in favor of an officer or director of the
insurer or a person in which the officer or director has any direct or indirect financial
interest; or

(c) Enter into an agreement for the purchase or sale of property from or to an
officer or director of theinsurer or aperson in which theofficer or director hasany direct
or indirect financial interest.

(2) For purposesof thissection, an officer or director shall not be deemed to have
afinancial interest by reason of an interest that isheld directly or indirectly through the
owner ship of equity interestsrepresenting lessthan two percent of all outstanding equity
interest issued by a person that is a party to the transaction or solely by reason of that
individual's position asa director or officer of a person that isa party to the transaction.

(3) This subsection shall not permit an investment that is prohibited by section
376.294.

(4) Thissubsection shall not apply to atransaction between an insurer and any of
its subsidiaries or affiliatesthat is entered into in compliance with chapter 382, RSMo,
other than a transaction between an insurer and itsofficer or director.

2. Aninsurer may, without the prior written approval of the director make:

(1) Policy loansin accordance with thetermsof the policy or contract and section
376.306;

(2) Advances to officers or directors for expenses reasonably expected to be
incurred in the ordinary course of the insurer's business or guarantees associated with
credit or charge cards issued or credit extended for the purpose of financing these
expenses,

(3) Loans secured by the principal residence of an existing or new officer of the
insurer madein connection with theofficer'srelocation at theinsurer'srequest if theloans
comply with therequirements of section 376.302 and the terms and conditions otherwise
arethe same asthose generally available from unaffiliated third parties,

(4) Loansand advancesto officersor directors made in compliance with state or
federal law specifically related to the loans and advances by a regulated noninsurance
subsidiary or affiliate of theinsurer in the ordinary course of business and on terms no
mor e favor able than availableto other customer s of the entity; and

(5) Secured loansto an existing or new officer of theinsurer made in connection
with the officer'srelocation at theinsurer'srequest, if the loans:

(a) Do not have aterm exceeding two years,
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(b) Arerequired to finance mortgage loans outstanding at the same time on the
prior and new residences of the officer;

(c) Donot exceed an amount equal totheequity of theofficer intheprior residence;

(d) Arerequired to be fully repaid upon the earlier of the end of the two-year
period or the sale of the prior residence.

376.296. Thevalueor amount of an investment acquired or held or an investment
practiceengaged in under thischapter, unless otherwise specified in thiscode, shall bethe
value at which assets of an insurer arerequired to be reported for statutory accounting
purposesasdeter mined in accor dancewith procedur esprescribed in published accounting
and valuation standards of the NAIC, including the Purposes and Procedures of the
SecuritiesValuation Office, the Valuation of SecuritiesManual, the Accounting Practices
and Procedures Manual, the Annual Statement Instructions, or any successor valuation
procedures officially adopted by the NAIC.

376.297. 1. (1) Except asotherwise specified in this chapter, an insurer shall not
acquirean investment directly or indirectly through aninvestment subsidiary if, asaresult
of and after giving effect totheinvestment, theinsurer would hold morethan threeper cent
of itsadmitted assetsin theinvestmentsof all kindsissued, assumed, accepted, insured, or
guaranteed by a single person, or five percent of itsadmitted assetsin investmentsin the
voting securities of a depository institution or any company that controlstheinstitution.

(2) Thethreepercent limitation described in subdivision (1) of thissubsection shall
not apply totheaggr egateamountsinsured by asinglefinancial guaranty insurer with the
highest generic rating issued by a nationally recognized statistical rating or ganization.

(3) Asset-backed securitiesshall not be subject tothelimitationsof subdivision (1)
of this subsection; however, an insurer shall not acquire an asset-backed security if asa
result of and after giving effect to the investment the aggregate amount of asset-backed
securitiessecured by or evidencingan interest in asingleasset or single pool of assetsheld
by atrust or other business entity then held by the insurer would exceed three percent of
itsadmitted assets.

2. (1) Aninsurer shall not acquire directly or indirectly through an investment
subsidiary an investment under sections 376.298, 376.301, and 376.304, or counter party
exposure under subdivision (6) of subsection 2 of section 375.345, RSMo, if asaresult of
and after giving effect to the investment:

(a) Theaggregateamount of medium and lower gradeinvestmentsthen held by the
insurer would exceed twenty percent of itsadmitted assets,

(b) The aggregate amount of lower grade investments then held by the insurer
would exceed ten percent of itsadmitted assets,



H.B. 419 29

24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57

58
59

(c) Theaggregate amount of investmentsrated "5" or " 6" by the SVO then held
by theinsurer would exceed three percent of itsadmitted assets;

(d) Theaggregate amount of investmentsrated " 6" by the SVO then held by the
insurer would exceed one percent of itsadmitted assets; or

(e) Theaggregateamount of lower gradeinvestmentsthen held by theinsurer that
receive cash income less than the equivalent yield for treasury issues with a compar ative
average life would exceed one percent of itsadmitted assets.

(2) An insurer shall not acquire directly or indirectly through an investment
subsidiary an investment under sections 376.298, 376.301, and 376.304, or counter party
exposure under subdivision (6) of subsection 2 of section 375.345, RSMo, if asaresult of
and after giving effect to the investment:

(a) Theaggregateamount of medium and lower gradeinvestmentsissued, assumed,
accepted, guaranteed, or insur ed by any oneper son or asto asset-backed securitiessecured
by or evidencing an interest in a single asset or pool of assets then held by the insurer
would exceed one percent of itsadmitted assets; or

(b) Theaggregate amount of lower grade investmentsissued, assumed, accepted,
guaranteed, or insured by any one person or asto asset-backed securities secured by or
evidencing an interest in a single asset or pool of assets then held by the insurer would
exceed one-half of one percent of itsadmitted assets.

(3) If aninsurer attainsor exceedsthelimit of any onerating category referred to
in thissubsection, theinsured shall not thereby be precluded from acquiring investments
in other rating categories subject to the specific and multi-category limits applicable to
those investments.

3. An insurer shall not acquire directly or indirectly through an investment
subsidiary a Canadian investment authorized by this chapter, if asaresult of and after
giving effect to theinvestment, the aggr egate amount of theseinvestmentsthen held by the
insurer would exceed forty percent of its admitted assets or if the aggregate amount of
Canadian investmentsnot acquired under subsection 2 of section 376.298 then held by the
insurer would exceed twenty-five per cent of itsadmitted assets. However, astoan insurer
that isauthorized to do businessin Canadaor that hasoutstanding insurance, annuity, or
reinsurance contractson livesor risksresident or located in Canada and denominated in
Canadian currency, the limitations of this section shall beincreased by the greater of:

(1) Theamount theinsurer isrequired by Canadian law to invest in Canada or to
be denominated in Canadian currency; or

(2) Onehundred fifteen percent of theamount of itsreservesand other obligations
under contractson livesor risksresident or located in Canada.
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376.298. 1. Subject tothelimitations of subsection 6 of thissection and subsection
2 of section 376.297, an insurer may acquire rated credit instruments issued, assumed,
guaranteed or issued by:

(1) TheUnited States; or

(2) A government sponsored enterprise of the United Statesif the instruments of
the gover nment sponsor ed enter prise are assumed, guaranteed, or insured by the United
Statesor areotherwisebacked or supported by thefull faith and credit clause of theUnited
States.

2. Subject to the limitations of subdivision (6) of this section and subsection 2 of
section 376.297, an insurer may acquire rated credit instruments issued, assumed,
guaranteed, or insured by:

(1) Canada; or

(2) A government sponsored enterprise of Canada if the instruments of the
government sponsor ed enter prise are assumed, guar anteed, or insured by Canada or are
otherwise backed or supported by the full faith and credit clause of Canada.

Aninsurer shall not acquirean instrument under thissubsection if asaresult of and after
giving effect to the investment the aggregate amount of investments then held by the
insurer under this subsection would exceed forty percent of itsadmitted assets.

3. Subject to the limitations of subsection 6 of this section and subsection 2 of
section 376.297, an insurer may acquirerated credit instruments excluding asset-backed
securities:

(1) Issued by a government money mar ket mutual fund, a classone money market
mutual fund, or a class one bond mutual fund;

(2) I'ssued, assumed, guar anteed, or insured by agover nment sponsor ed enter prise
of the United States other than those eligible under subsection 1 of this section;

(3) I'ssued, assumed, guar anteed, or insured by astateif theinstrumentsaregener al
obligations of the state; or

(4) Issued by a multilateral development bank.

Aninsurer shall not acquire an instrument of any one fund, any one enterprise or entity,
or any one state under this subsection if as a result of and after giving effect to the
investment the aggr egate amount of investmentsthen held by theinsurer in any onefund,
enterprise, entity, or state under this subsection would exceed ten percent of itsadmitted
assets.
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4. Subject tothelimitations of subsection 6 of this section and section 376.297, an
insurer may acquire preferred stocksthat are not foreign investments and that meet the
requirement of rated credit instruments if as a result of and after giving effect to the
investment:

(1) Theaggregate amount of preferred stocksthen held by theinsurer under this
subsection does not exceed twenty percent of itsadmitted assets, and

(2) Theaggregate amount of preferred stocksthen held by theinsurer under this
subsection which arenot sinking fund stocksor rated " P1" or " P2" by the SVO does not
exceed ten percent of itsadmitted assets.

5. Subject to thelimitations of subsection 6 of this section and section 376.297, in
addition to those investments eligible under subsections 1 to 4 of this section, an insurer
may acquirerated credit instrumentsthat are not foreign investments.

6. Aninsurer shall not acquire special rated credit instrumentsunder thissection
if asaresult of and after giving effect to the investment the aggr egate amount of special
rated credit instrumentsthen held by theinsurer would exceed five per cent of itsadmitted
assets. Thedirector may by ruleunder section 376.305 identify certain special rated credit
instrumentsthat will be exempt from the limitation imposed by this subsection.

376.300. 1. [All other laws to the contrary notwithstanding, the capital, reserve and
surplusof al lifeinsurance companies of whatever kind and character organized pursuant to the
laws of this state shall be invested only in the following:

(1) Bonds, notes or other evidences of indebtedness, issued, assumed or guaranteed as
to principal and interest, by the United States, any state, territory or possession of the United
States, the District of Columbia, or of an administration, agency, authority or instrumentality of
any of the political units enumerated, and of the Dominion of Canada;

(2) Bonds, notes or other evidences of indebtedness issued, assumed or guaranteed as
to principal and interest by any foreign country or state not mentioned in subdivision (1) insofar
as such bonds, notes or other evidences of indebtedness may be necessary or required in order
to do businessin such foreign state or country;

(3) Bonds, notes or other evidences of indebtednessissued, guaranteed or insured asto
principal and interest by a city, county, drainage district, levee district, road district, school
district, tax district, town, township, village or other civil administration, agency, authority,
instrumentality or subdivision of acity, county, state, territory or possession of the United States
or of the District of Columbia, provided such obligations are authorized by law;

(4) Loansevidenced by bonds, notes or other evidences of indebtedness guaranteed or
insured, but only to the extent guaranteed or insured by the United States, any state, territory or
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possession of the United States, the District of Columbia, or by any agency, administration,
authority or instrumentality of any of the political units enumerated;

(5) Bonds, notes or other evidences of indebtedness issued, assumed or guaranteed by
acorporation organized under the laws of the United States, any state, territory or possession of
the United States, or the District of Columbia, provided such bonds, notes or other evidences of
indebtedness shall meet with the requirementsof section 375.532, RSMo, and sections 375.1070
to 375.1075, RSMo;

(6) (@) Notes, equipment trust certificates or obligations which are adequately secured,
or other adequately secured instruments evidencing an interest in any equipment leased or sold
to a corporation, other than the life insurance company making the investment or its parent or
affiliates, which qualifies under subdivision (5) of this subsection for investment in its bonds,
notes, or other evidences of indebtedness, or to acommon carrier, domiciled within the United
States or the Dominion of Canada, with gross revenues exceeding one million dollars in the
fiscal year immediately preceding purchase, which provide aright to receive determined rental,
purchase, or other fixed obligatory payments for the use or purchase of such equipment and
which obligatory payments are adequate to retire the obligations within twenty years from date
of issue; or

(b) Notes, trust certificates, or other instruments which are adequately secured. Such
notes, trust certificates, or other instruments shall be considered adequately secured for the
purposes of this paragraph if a corporation or corporations which qualify under subdivision (5)
of this subsection for investment in their bonds, notes, or other evidences of indebtedness, are
jointly or severally obliged under abinding lease or agreement to make rental, purchase, use, or
other payments for the benefit of the life insurance company making the investment which are
adequatetoretiretheinstrumentsaccordingto their termswithin twenty yearsfrom date of issue;

(7) Preferred or guaranteed stocks or shares of any solvent corporation created or
existing under the laws of the United States, any state, territory or possession of the United
States, or the District of Columbia, if all of the prior obligationsincluding prior preferred stocks,
if any, of such corporation, at the date of acquisition, are €ligible as investments under any
provisions of thissection; and if qualified under section 375.532, RSMo, and sections 375.1070
to 375.1075, RSMo;

(8) Stocks or shares of insured state-chartered building and |oan associations, federal
savings and loan associations, if such shares are insured by the Federal Savings and Loan
Insurance Corporation pursuant to theterms of Title IV of the act of the Congress of the United
States, entitled "The National Housing Act” (12 U.S.C.A. Sections 1724 to 1730), as the same
presently exists or may subsequently be amended, and federal home loan banks,
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(9) Loans evidenced by notes or other evidences of indebtedness and secured by first
mortgage liens on unencumbered real estate or unencumbered leaseholds having at least
twenty-five years of unexpired term, such real estate or |easeholds to be located in the United
States, any territory or possession of the United States. Such loans shall not exceed eighty
percent of the fair market value of the security of the loan for insurance companies. However,
insurance companies may make loansin excess of eighty percent of the fair market value of the
security for theloan, but not to exceed ninety-five percent of the fair market val ue of the security
for theloan, if that portion of thetotal indebtednessin excess of seventy-five percent of thevalue
of the security for theloanisguaranteed or insured by amortgageinsurance company authorized
by the director of insurance to do business in this state, and provided the mortgage insurance
company is not affiliated with the entity making the loan. In addition, an insurance company
may not place more than two percent of its admitted assets in loans in which the amount of the
|oan exceeds ninety percent of the fair market value of the security for theloan. Anentity which
isrestricted by section 104.440, RSMo, in making investmentsto those authorized lifeinsurance
companies may make loans in excess of eighty percent of the fair market value of the security
of theloan if that portion of the total indebtednessin excess of eighty percent of the fair market
valueisinsured by amortgage insurance company authorized by the director of insuranceto do
businessin this state. Any life insurance company may sell any real estate acquired by it and
take back a purchase money mortgage or deed of trust for the whole or any part of the sale price;
and such percentage may be exceeded if and to the extent such excess is guaranteed or insured
by the United States, any state, territory or possession of the United States, any city within the
United States having a population of one hundred thousand or more or by an administration,
agency, authority or instrumentality of any such governmental units; and such percentage shall
not exceed one hundred percent if such aloan is made to a corporation which qualifies pursuant
to subdivision (5) for investment in its bonds, notes or other evidences of indebtedness, or if the
borrower assignsto thelender alease or leases on thereal estate providing rentals payableto the
borrower in amounts sufficient to repay such loan with interest in the manner specified by the
note or notes evidencing such loan and executed as lessee or lessees by a corporation or
corporations, which qualify pursuant to subdivision (5) for investment initsor their bonds, notes
or other evidences of indebtedness. No mortgage loan upon a leasehold shall be made or
acquired pursuant to this subdivision unless the terms of the mortgage loan shall provide for
amortization payments to be made by the borrower on the principal thereof at |east oncein each
year in amounts sufficient to completely amortize the loan within four-fifths of the term of the
leasehold which isunexpired at thetimetheloan ismade, but in no event exceeding thirty years.
Real estate or aleasehold shall not be deemed to be encumbered by reason of the existence in
relation thereto of:
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(a) Liensinferior to the lien securing the loan made by the life insurance company;

(b) Taxesor assessment liens not delinquent;

(c) Instruments creating or reserving mineral, oil or timber rights, rights-of-way,
common or joint driveways, easements for sewers, walls or utilities;

(d) Building restrictions and other restrictive covenants; or

(e) Anunassigned lease reserving rents or profits to the owner;

(10) Shares of stock, bonds, notes or other evidences of indebtedness issued, assumed
or guaranteed by an urban redevelopment corporation organized pursuant to the provisions of
chapter 353, RSMo, known as the "Urban Redevelopment Corporations Law", or any
amendments thereto, or any law enacted in lieu thereof; provided, that one or more such life
insurance companies may, with the approva of the director of the department of insurance,
subscribeto and own all of the shares of stock of any such urban redevel opment corporation; and
provided further, that the aggregate investment by any such company pursuant to the terms of
this subdivision shall not be in excess of five percent of the admitted assets of such company;

(11) Land situated in this state and located within an area subject to redevel opment
within the meaning of the urban redevelopment corporations law, or any amendments thereto,
or any law enacted in lieu thereof, which land is acquired for the purposes specified in such
urban redevelopment corporations law, and any such life insurance company may erect
apartments, tenements or other dwelling houses, not including hotels, but including
accommodations for retail stores, shops, offices and other community services reasonably
incident to such projects, and such company may thereafter own, hold, rent, lease, collect or
receive income, maintain and manage such land so acquired and the improvements thereon, as
real estate necessary and proper for the carrying on of itslegitimate business; provided, that any
such lifeinsurance company shall have power to own, hold, maintain and manage such land, and
al improvements thereon, in accordance with the urban redevelopment corporations law,
amendments thereto or any law enacted in lieu thereof, and shall have all the powers, duties,
obligations, privileges and immunities, including any tax exemption, credits or relief, granted
an urban redevelopment corporation, pursuant to the urban redevelopment corporations law,
amendments thereto or any law enacted in lieu thereof, the same as if such insurance company
were an urban redevelopment corporation organized pursuant to the provisions of that law;
provided, that two or more such life insurance companies may, with the approval of the director
of the department of insurance, enter into agreements whereby the ownership and management
and control of aredevelopment project is participated in by each such company; and provided
further that the aggregate investment by any such company pursuant to the terms of this
subdivision shall not be in excess of five percent of the admitted assets of such company;
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(12) Investmentsin property and processesfor the devel opment and production of solar
or geothermal energy, fossil or synthetic fuels, or gasohol, whether made directly or as a
participant in a general partnership, limited partnership or joint venture] Subject to the
limitations of section 376.297, an insurer may acquire equity interestsin business entities
organized under the laws of any domestic jurisdiction.

2. [No such life insurance company shall invest in any of the foregoing securitiesin
excess of the following percentages of the admitted assets of such company, asshown by itslast
annual statement preceding the date of acquisition, as filed with the director of the insurance
department of the state of Missouri:

(1) Ten percent of its admitted assetsin the securities issued by any one corporation or
governmental unit falling pursuant to the classification set forth in subdivisions (3), (5), (6), (7)
and (8) of subsection 1,

(2) One percent of itsadmitted assetsor ten percent of its capital and surplus, whichever
isgreater, in any single loan on real estate pursuant to subdivision (9) of subsection 1,

(3) Ten percent of the admitted assets in the total amount of securities described in
subdivision (7) of subsection 1, and no such life insurance company shall own securities
described in subdivision (7) of subsection 1 of any one corporation which, in the aggregate,
represents more than five percent of the total of all outstanding shares of stock of that
corporation;

(4) One percent of its admitted assets in the bonds, notes or other evidences of
indebtedness of the Dominion of Canada and mentioned in subdivision (1) of subsection 1,
provided, however, that in addition thereto any such life insurance company which has
outstanding insurance contracts on lives of persons residing in the Dominion of Canada may
invest in bonds, notes or other evidences of indebtedness of the Dominion of Canada and
mentioned in subdivision (1) of subsection 1, to an amount not in excess of the total amount of
its reserves and other accrued liabilities under such contracts;

(5) Five percent of its admitted assets in the notes or trust certificates secured by any
equipment leased or sold to acorporation falling under the classification set forth in subdivision
(5) of subsection 1 or to acommon carrier domiciled in the Dominion of Canadaand mentioned
in subdivision (6) of subsection 1;

(6) Three percent of its admitted assets in loans evidenced by notes or other evidences
of indebtedness and secured by liens on unencumbered |easeholds having at least twenty-five
years of unexpired term and mentioned in subdivision (9) of subsection 1;

(7) One percent of its admitted assets, or five percent of that portion of its admitted
assets in excess of two hundred fifty million dollars, whichever is greater, in energy-related
investments specified in subdivision (12) of subsection 1] An insurer shall not acquire an
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investment under thissection if asaresult of and after giving effect to the investment the
aggr egate amount of investmentsthen held by theinsurer under thissection would exceed
twenty percent of its admitted assets, or except for mutual funds, the amount of equity
intereststhen held by theinsurer that arenot listed on a qualified exchangewould exceed
five percent of itsadmitted assets.

3. [The term "corporation”, as used in subdivisions (5) and (7) of subsection 1, shall
include private corporations, joint stock associationsor businesstrusts. Inapplyingtheearnings
tests, provided herein, to any issuing, assuming or guaranteeing corporation, whether or not in
legal existence during the whole of the test period, and if such corporation has during the test
period acquired the assets of any other corporation or corporations by purchase, merger,
consolidation or otherwise, or has been reorgani zed pursuant to the bankruptcy law, the earnings
available for interest and dividends of such other predecessor or constituent corporation or the
corporation so reorganized shall be considered as the earnings of the issuing, assuming or
guaranteeing corporation] An insurer shall not acquire under this section any investment
that theinsurer may acquire under section 376.302.

4. [Nothing contained in this section shall be construed as repealing or affecting the
provisions of sections 375.330, 375.340, and 375.355, RSMo] An insurer shall not short sell
equity interestsunlesstheinsurer coverstheshort saleby owningtheequity interest or an
unrestricted right to the equity interest exercisable within six months of the short sale.

376.301. 1. [In addition to the investments permitted by section 376.300, the capital,
reserve and surplus of al life insurance companies of whatever kind and character, organized
under the laws of this state, may be invested in the following, and the same shall be eligible for
deposit under section 376.170:

(1) Bonds, notes or other evidences of indebtedness issued, assumed or guaranteed as
to principal and interest, by the Dominion of Canada, or any province thereof;

(2) Investments in Canada which are substantially of the same kinds, classes and
investment grades or quality as those specified in subsection 1 of section 376.300] (1) Subject
tothelimitationsof section 376.297, an insurer may acquiretangible personal property or
equity interest therein located or used wholly or in part within a domestic jurisdiction
directly or indirectly through limited partner ship interest and general partner ship interest
not otherwise prohibited by subsection 4 of section 376.294, joint ventures, stock of an
investment subsidiary or membership interests in a limited liability company, trust
certificates, or other similar instruments.

(2) Investmentsacquired under subdivision (1) of this subsection shall beeligible
only if:
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(a) Thepropertyissubject toaleaseor other agreement with a person whoserated
credit instruments in the amount of the purchase prices of the personal property the
insurer could then acquire under section 376.298; and

(b) Thelease or other agreement providestheinsurer theright to receiverental,
purchase, or other fixed payments for this use or purchase of the property and the
aggr egatevalueof thepayments, together with theestimated residual valueof theproperty
at the end of its useful life and the estimated tax benefits to the insurer resulting from
owner ship of the property shall beadequatetoreturn thecost of theinsurer'sinvestment
in the property plusareturn deemed adequate by theinsurer.

2. [Nolifeinsurance company shall invest in excess of one percent of itsadmitted assets
in any oneinvestment under this section and the aggregate amount of all investments under this
section shall not exceed ten percent of its admitted assets; provided, however, that in addition
thereto any lifeinsurance company which hasoutstanding insurance contractsonlivesof persons
residing in the Dominion of Canada may make investments under this section to an amount not
in excess of the total amount of its reserves and other accrued liabilities under such contracts]
Aninsurer shall compute theamount of each investment under thissection on the basisof
the out-of-pocket purchase price and applicable related expenses paid by theinsurer for
theinvestment, net of each borrowing made to finance the purchase price, and expenses
to the extent the borrowing iswithout recoursetotheinsurer.

3. Aninsurer shall not acquirean investment under thissection if asaresult of and
after giving effect to theinvestment the aggr egate amount of all investmentsthen held by
the insurer under this section would exceed:

(1) Two percent of itsadmitted assets; or

(2) One-half of one percent of itsadmitted assets asto any singleitem of tangible
personal property.

4. For purposesof determining compliancewith the limitations of section 376.297,
investments acquired by an insurer under this section shall be aggregated with those
acquired under section 376.298 and each lessee of the property under aleasereferred to
in thissection shall be deemed theissuer of an obligation in the amount of the investment
of theinsurer in the property determined as provided in subsection 2 of this section.

5. Nothing in this section shall be applicable to tangible personal property lease
arrangements between an insurer and itssubsidiaries and affiliatesunder a cost-sharing
arrangement or agreement per mitted under chapter 382, RSMo.

376.302. 1. (1) Subjecttothelimitationsof section 376.297, an insurer may acquire
directly or indirectly through limited partnership interests and general partnership
interestsnot otherwise prohibited by subsection 4 of section 376.294, joint ventur es, stock
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of an investment subsidiary or member ship interestsin alimited liability company, trust
certificates, or other similar instrumentsor obligationssecur ed by mortgageson real estate
situated within adomesticjurisdiction, but amortgageloan which issecured by other than
afirst lien shall not be acquired under thissubdivision unlesstheinsurer isthe holder of
thefirst lien. The obligations held by theinsurer and any obligations with an equal lien
priority shall not at the time of acquisition of the obligation exceed:

(a) Ninety percent of the fair market value of thereal estate if the mortgage loan
is secured by a purchase money mortgage or like security received by the insurer upon
disposition of thereal estate;

(b) Eighty percent of the fair market value of the real estate if the mortgage
requiresimmediate scheduled payment in periodic installments of principal and interest
and hasan amortization period of thirty yearsor lessand periodic paymentsnot lessthan
annually. Each periodic payment shall be sufficient to assurethat at all times:

a. Theoutstanding principal balance of the mortgage loan isnot greater than the
outstanding principal balance that would be outstanding under a mortgage loan with the
sameoriginal principal balance and interest rate; and

b. Thereareequal paymentsof principal and inter est with thesamefrequency over
the same amortization period.

Mortgage loans per mitted under this subsection are per mitted notwithstanding the fact
that they providefor a payment of the principal balance prior to theend of the period of
theamortization of theloan. For residential mortgageloans, the eighty percent limitation
may be increased to ninety-seven percent if acceptable private mortgage insurance has
been obtained; or

(c) Seventy-five percent of the fair market value of the real estate for mortgage
loansthat do not meet the requirements of paragraph (a) or (b) of this subdivision.

(2) For purposesof subdivision (1) of thissubsection, the amount of an obligation
required to beincluded in the calculation of the loan-to-valueratio may bereduced to the
extent the obligation isinsured by the Federal Housing Administration or guaranteed by
the Administrator of Veterans Affairs, or their successor.

(3) Subject tothelimitationsof section 376.297, an insurer may acquiredirectly or
indirectly through limited partnership interests and general partnership interests not
otherwise prohibited by subsection 4 of section 376.294, joint ventures, stock of an
investment subsidiary or membership interests in a limited liability company, trust
certificates, or other similar instrumentsor obligations secured by a second mortgage on
real estate situated within adomestic jurisdiction other than asauthorized in subdivision
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(2) of this subsection. The obligation held by the insurer shall be the sole second lien
priority obligation and shall not at thetime of acquisition of the obligation exceed seventy
per cent of theamount by which thefair market valueof thereal estate exceedstheamount
outstanding under the first mortgage.

(4) A mortgageloan that isheld by an insurer under subdivision (6) of subsection
1 of section 376.293 or acquired under this section and isrestructured in a manner that
meets the requirements of a restructured mortgage loan in accordance with the NAIC
Accounting Practices and Procedures Manual or its successor publication shall continue
to qualify asa mortgage loan.

(5) Subjecttothelimitationsof section 376.297, credit leasetr ansactionsthat donot
qgualify for investment under section 376.298 with the following characteristics shall be
exempt from the provisions of subdivision (1) of this subsection:

(@) The loan amortizes over the initial fixed lease term at least in an amount
asufficient sothat theloan balance at the end of the lease term does not exceed the original
appraised value of thereal estate;

(b) The lease payments cover or exceed thetotal debt service over thelife of the
loan;

(c) Atenant or itsaffiliated entity whoserated credit instrumentshavea SVO " 1"
or " 2" designation or a comparablerating from a nationally recognized statistical rating

organization recognized by the SVO hasafull faith and credit obligation to makethelease
payments,

(d) Theinsurer holdsor isthe beneficial holder of afirst lien mortgage on thereal
estate;

(e) The expenses of the real estate are passed through to the tenant, excluding
exterior structural, parking and heating, ventilation and air conditioning replacement
expenses, unless annual escrow contributions from cash flows derived from the lease
payments cover the expense shortfall; and

(f) Thereisa perfected assignment of the rents due under the lease to or for the
benefit of theinsurer.

2. (1) Aninsurer may acquire, manage, and dispose of real estate situated in a
domestic jurisdiction directly or indirectly through limited partnership interests and
general partnership interestsnot otherwise prohibited by subsection 4 of section 376.294,
joint ventures, stock of an investment subsidiary or membership interestsin a limited
liability company, trust certificates, or other similar instruments. Thereal estate shall be
income producing or intended for improvement or development for investment purposes



H.B. 419 40

75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109

under an existing program in which case the real estate shall be deemed to be income
producing.

(2) Thereal estatemay be subject to mortgages, liens, or other encumbrances, and
the amount of which shall, to the extent that the obligations secured by the mortgages,
liens, or encumbrancesarewithout recour seto theinsurer, bededucted from theamount
of theinvestment of theinsurer in thereal estate for purposes of deter mining compliance
with subdivisions (2) and (3) of subsection 4 of this section.

3. Aninsurer may acquire, manage, and dispose of real estate for the convenient
accommodation of the insurer's (which may include its affiliates) business operations,
including homeoffice, branch office, and field office operations. Such real estateacquired
may:

(2) Includeexcessspacefor rent toothersif theexcessspaceat itsfair market value
would otherwise be a permitted investment under subsection 2 of this section and is so
qualified by theinsurer; or

(2) Be subject to one or more mortgage, lien, or other encumbrance, and the
amount of which shall, to the extent that the obligations secured by the mortgages, liens,
or encumbrancesarewithout recoursetotheinsurer, bededucted from theamount of the
investment of theinsurer in thereal estate for purposes of deter mining compliance with
subsection 4 of this section.

For purposes of this subsection, business oper ations shall not include that portion of real
estateused for thedirect provision of health careservicesby an accident and health insurer
for itsinsureds. An insurer may acquire real estate used for these purposes under
subsection 2 of this section.

4. Aninsurer may not acquire an investment:

(1) Under subsection 1 of thissection, if asaresult of, and after giving effect tothe
investment, the aggregate amount of all investments then held by the insurer under
subsection 1 of this section would not exceed:

(a) Onepercent of itsadmitted assetsin mortgage loans covering any one secured
location;

(b) One-fourth of one percent of itsadmitted assetsin construction loans covering
any one secured location; or

(c) Two percent of itsadmitted assetsin construction loansin the aggregate;

(2) Under subsection 2 of this section if asaresult of and after giving effect tothe
investment and any outstanding guar antees made by the insurer in connection with the
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investment theaggr egateamount of investmentsthen held by theinsurer under subsection
2 of this section plusthe guarantees then outstanding would exceed:

(a) Onepercent of itsadmitted assetsin oneparcel or group of contiguous par cels
of real estate, except that thislimitation shall not apply to that portion of real estate used
for the direct provision of health care services by an accident and health insurer for its
insureds, such ashospitals, medical clinics, medical professional buildings, or other health
facilitiesfor the purposes of providing health services; or

(b) Fifteen percent of itsadmitted assets in the aggregate but not more than five
percent of itsadmitted assetsin real estateto beimproved or developed;

(3) Under subsection 1 or 2 of thissection if asaresult of and after giving effect to
theinvestment and any guar anteesmade by theinsurer in connection with theinvestment
the aggregate amount of all investmentsthen held by theinsurer under subsections 1 and
2 of this section plus the guar antees then outstanding would exceed forty-five percent of
itsadmitted assets. However, an insurer may exceed thislimitation by no morethan thirty
percent of itsadmitted assetsif:

(&) Thisincreased amount isinvested only in residential mortgage loans;

(b) Theinsurer has no more than ten percent of its admitted assets invested in
mortgage loans other than residential mortgage loans;

(c) Theloan-to-valueratio of each residential mortgage loan doesnot exceed sixty
percent at the time the mortgage loan is qualified under thisincreased authority and the
fair market valueissupported by an appraisal no morethan two yearsold prepared by an
independent appraiser;

(d) A singlemortgageloan qualified under thisincreased authority doesnot exceed
one-half of one percent of itsadmitted assets;

(e) Theinsurer fileswith thedirector and receives approval from thedirector for
a plan that is designed to result in a portfolio of residential mortgage loans that is
geographically diversified; and

(f) Theinsurer agreesto fileannually with the director recordsthat demonstrate
that itsportfolio of residential mortgage loansis geogr aphically diversified in accordance
with the plan.

Thelimitations of section 376.297 shall not apply to an insurer'sacquisition of real estate
under subsection 3of thissection. Aninsurer shall not acquirereal estateunder subsection
3 of this section if asaresult of and after giving effect to the acquisition the aggregate
amount of real estate then held by the insurer under subsection 3 of this section would
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exceed ten percent of itsadmitted assets. With the permission of the director, additional
amounts of real estate may be acquired under subsection 3 of this section.

376.303. [In addition to the investments permitted by section 376.300, the capital,
reserve and surplusof all lifeinsurance companies of whatever kind and character, organized or
doing business under this chapter, may be invested in bonds, notes, or other evidences of
indebtedness, payablein United Statesdollars, issued, assumed or guaranteed asto principal and
interest by the International Bank for Reconstruction and Development, Inter-American
Development Bank, the Asian Devel opment Bank, or the African Development Bank, and such
securitiesshall beeligiblefor deposit under section 376.170, provided, however, that theamount
invested by any such life insurance company in such bonds, notes, or other evidences of
indebtedness shall not in the aggregate exceed two percent of the admitted assets of such life
insurance company.] An insurer may enter into securities lending, repurchase, reverse
repurchase, and dollar roll transactions with business entities subject to the following
requirements:

(1) Theinsurer'sboard of directors shall adopt a written plan that is consistent
with the requirements of thewritten plan under subdivision (1) of subsection 2 of section
376.293 that specifies guidelines and obj ectivesto be followed, such as:

(@ A description of how cash received will be invested or used for general
cor por ate purposes of theinsurer;

(b) Operational procedurestomanageinterest raterisk, counter party default risk,
the conditions under which proceeds from rever se r epur chase transactions may be used
intheordinary cour seof business, and useof acceptablecollateral inamanner that reflects
theliquidity needs of thetransaction; and

(c) Theextent towhich theinsurer may engage in these transactions;

(2) Theinsurer shall enter intoawritten agreement for all transactionsauthorized
inthissection other than dollar roll transactions. Thewritten agreement shall requirethat
each transaction terminate no morethan one year from itsinception or upon the earlier
demand of theinsurer. Theagreement shall bewith thebusinessentity counter party and
the agreement may be with an agent acting on behalf of the insurer if the agent is a
qgualified business entity and if the agreement:

(a) Requiresthe agent to enter into separate agreements with each counterparty
that are consistent with the requirements of this section; and

(b) Prohibitssecuritieslendingtransactionsunder theagreement with theagent or
its affiliates;

(3) Cashreceived in atransaction under thissection shall beinvested in accordance
with thischapter and in amanner that recognizestheliquidity needsof thetransaction or
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used by theinsurer for itsgeneral corporate purpose. Solongasthetransaction remains
outstanding, theinsurer, itsagent, or custodian shall maintain asto acceptable collateral
received in a transaction under this section either physically or through the book entry
systemsof theFeder al Reserve, Depository Trust Company, ParticipantsTrust Company,
or other securitiesdepositories approved by the director:

(a) Possession of the acceptable collateral;

(b) A perfected security interest in the acceptable collateral; or

(c) Inthecaseof ajurisdiction outside of the United States, titleto or rights of a
secured creditor to the acceptable collateral;

(4) Thelimitations of sections 376.297 and 376.304 shall not apply to the business
entity counter party exposur e created by transactionsunder thissection. For purposes of
calculations made to deter mine compliance with this subsection, no effect will be given to
the insurer'sfutureobligation to resell securitiesin the case of a repurchase transaction
or torepurchasesecuritiesin thecaseof arever serepurchasetransaction. Aninsurer shall
not enter into atransaction under thissection if asaresult of and after giving effect tothe
transaction:

(a) Theaggregateamount of securitiesthen loaned, sold to, or purchased from any
one business entity counterparty under this section would exceed five percent of its
admitted assets. In calculating the amount sold to or repurchased from a business entity
counterparty under repurchaseor rever serepurchasetransactions, effect may begiven to
netting provisons under a master written agreement; or

(b) Theaggregateamount of all securitiesthen loaned, sold to, or purchased from
all business entitiesunder this section would exceed forty percent of its admitted assets;

(5) Inadollar roll transaction, theinsurer shall receive cash in an amount at least
equal tothemarket value of the securitiestransferred by theinsurer in thetransaction as
of thetransaction date.

376.304. 1. Subject to thelimitations of section 376.297, an insurer may acquire
foreign investments or engage in investment practices with persons of or in foreign
jurisdictionsof substantially thesametypesasthosethat aninsurer ispermitted toacquire
under thischapter, other than thetype per mitted under section 376.311if asaresult and
after giving effect to the investment:

(1) The aggregate amount of foreign investments then held by theinsurer under
this subsection does not exceed twenty per cent of the admitted assets; and

(2) The aggregate amount of foreign investmentsthen held by the insurer under
thissubsection in asingleforeign jurisdiction does not exceed ten percent of itsadmitted
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assets asto a foreign jurisdiction that has a sovereign debt rating of SVYO " 1" or three
percent of itsadmitted assetsasto any other foreign jurisdiction.

2. Subject tothelimitationsof section 376.297, an insurer may acquireinvestments
or engage in investment practice denominated in foreign currencies whether or not they
areforeign investments acquired under subsection 1 of this section or additional foreign
currency exposure as a result of the termination or expiration of a hedging transaction
with respect to investments denominated in aforeign currency if asaresult of and after
giving effect to the transaction:

(1) The aggregate amount of investments then held by the insurer under this
subsection denominated in foreign currencies does not exceed ten per cent of itsadmitted
assets; and

(2) The aggregate amount of investments then held by the insurer under this
subsection denominated in the foreign currency of a single foreign jurisdiction does not
exceed ten percent of its admitted assets asto a foreign jurisdiction that has a sovereign
debt rating of SVO " 1" or three percent of its admitted assets as to any other foreign
jurisdiction.

3. Aninvestment shall not be considered denominated in aforeign currency if the
acquiringinsurer enter sintooneor morecontractsin transactionsper mitted under section
375.345, RSM o, in which the business entity counter party agreesto exchangeor grantsto
theinsurer theoption toexchangeall paymentsmadeon thefor eign currency denominated
investment, or amounts equivalent to the paymentsthat are or will be dueto theinsurer
in accordance with the terms of such investment, for United States currency during the
period the contract or contracts arein effect to insulate the insurer from loss caused by
diminution of thevalueof paymentsowed totheinsurer dueto futurechangesin currency
exchangerates.

4. In addition to investments permitted under subsections 1 to 3 of thissection, an
insurer that is authorized to do business in a foreign jurisdiction and that has an
outstandinginsurance, annuity, or reinsurancecontract on livesor risksresident or located
in that foreign jurisdiction and denominated in foreign currency of that jurisdiction may
acquire investments denominated in the currency of that jurisdiction subject to the
limitations of section 376.297. However, investments made under this subsection in
obligationsof for eign gover nments, their political subdivisions, and gover nment sponsor ed
enterprises shall not be subject to the limitations of section 376.297 if those investments
carryan SVOratingof " 1" or " 2". Theaggregateamount of investmentsacquired by the
insurer under this subsection shall not exceed the greater of:
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(1) The amount the insurer isrequired by the law of the foreign jurisdiction to
invest in theforeign jurisdiction; or

(2) Onehundred fifteen percent of the amount of itsreserves, net of reinsurance,
and other obligationsunder thecontractson livesor risksresident or located in theforeign
jurisdiction.

5. In addition to investments per mitted under subsections 1 to 3 of this section, an
insurer that is not authorized to do business in a foreign jurisdiction but which has
outstanding insurance, annuity, or reinsurance contracts on lives or risks resident or
located in that foreign jurisdiction and denominated in foreign currency of that
jurisdiction may acquireforeign investmentsrespecting that foreign jurisdiction and may
acquire investments denominated in the currency of that jurisdiction, subject to the
limitations of section 376.297. However, investments made under this subsection in
obligationsof for eign gover nments, their political subdivisions, and gover nment sponsor ed
enterprises shall not be subject to the limitations of section 376.297 if those investments
carryan SVOratingof " 1" or " 2". Theaggregateamount of investmentsacquired by the
insurer under this subsection shall not exceed one hundred five per cent of the amount of
itsreserves, net of reinsurance, and other obligationsunder thecontractson livesand risks
resident or located in theforeign jurisdiction.

6. Investmentsacquired under thissection shall be aggregated with investmentsof
the same type made under this chapter and in a similar manner for purposes of
determiningcompliancewith thelimitations, if any, contained in thischapter. Investments
in obligations of foreign governments, their political subdivisions, and government
sponsor ed enter prisesof theseper sons, except for thoseexempted under subsections4 and
5 of this section, shall be subject to the limitations of section 376.297.

376.305. [1. In addition to the investments permitted by section 376.300, the capital,
reserve and surplus of al lifeinsurance companies of whatever kind and character organized or
doing business under sections 376.010 to 376.670, may be invested in the common stock of any
solvent corporation, organized under the laws of the United States, any state, territory or
possession of the United States, or the District of Columbia, or of the Dominion of Canada, or
any province of the Dominion of Canada, provided the corporation’s net worth as shown on its
balance sheet at the end of the last fiscal year preceding purchase shall have been at least ten
million dollars, and that such common stocks are registered on anational securities exchange or
guoted in established over-the-counter markets, or provided that such corporation is registered
and operated as an open-end regulated investment company in accordance with the Investment
Company Act of 1940, asamended. Common stocks meeting the preceding qualifications shall
be eligible for deposit, as provided under section 376.170.
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2. No such life insurance company shall invest in excess of ten percent of its admitted
assets or an amount in excess of its combined capital and surplus, whichever is the lesser, as
shown by itslast annual statement preceding the date of acquisition, asfiled with the director of
the insurance department of the state of Missouri, in the total amount of such common stocks,
nor shall such life insurance company own securities described in subdivision (7) of subsection
1 of section 376.300, and subsection 1 of this section, which, in the aggregate, represent more
than five percent of the total of all outstanding shares of stock of the issuing corporation, nor
shall any such life insurance company own common stock described in subsection 1 issued by
any one corporation which represents more than two percent of the admitted assets of such life
insurance company.] The director may promulgate rules to implement the provisions of
sections 376.291t0 376.307. Any ruleor portion of arule, asthat termisdefined in section
536.010, RSMo, that iscreated under the authority delegated in this section shall become
effective only if it complies with and is subject to all of the provisions of chapter 536,
RSMo, and, if applicable, section 536.028, RSMo. Thissection and chapter 536, RSMo, are
nonsever ableand if any of thepower svested with thegeneral assembly under chapter 536,
RSMo, to review, to delay the effective date, or to disapprove and annul a rule are
subsequently held unconstitutional, then the grant of rulemaking authority and any rule
proposed or adopted after August 28, 2007, shall be invalid and void.

376.306. A life insurer may lend to a policyholder on the security of the cash
surrender value of the policyholder's policy a sum not to exceed thelegal reservethat the
insurer isrequired to maintain on the policy.

376.307. 1. [Notwithstanding any direct or implied prohibitions in this chapter or
chapter 375, RSMo, the capital, reserve and surplus funds of all life insurance companies of
whatever kind and character organized or doing business under this chapter or chapter 375,
RSMo, may be invested in any investments which do not otherwise qualify under any other
provision of this chapter or chapter 375, RSMo, provided, however, the investments authorized
by this section are not eligible for deposit with the department of insurance and shall be subject
to al the limitations set forth in subsection 2.

2. No such lifeinsurance company shall own such investments in an amount in excess
of the following limitations, to be based upon its admitted assets, capital and surplus as shown
initslast annual statement filed with the director of the department of insurance of the state of
Missouri:

(1) Theaggregateamount of all such investments under this section shall not exceed the
lesser of:

() Eight percent of its admitted assets; or

(b) Theamount of itscapital and surplusin excessof nine hundred thousand dollars; and
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(2) The amount of any one such investment under this section shall not exceed one
percent of its admitted assets.

3. If, subsequent to its acquisition hereunder, any such investment shall become
specifically authorized or permitted under any other section contained in chapter 375 or 376,
RSMo, any such company may thereafter consider such investment as held under such other
applicable section and not under thissection.] Solely for the pur poseof acquiringinvestments
that exceed the quantitative limitations of sections 376.297 to 376.304, an insurer may
acquireunder thissubsection an investment or engage in investment practices described
in section 376.303, but an insurer shall not acquirean investment, or engagein investment
practices described in section 376.303, under this subsection if as a result of and after
giving effect to the transaction:

(1) The aggregate amount of investments then held by an insurer under this
subsection would exceed three percent of itsadmitted assets; or

(2) Theaggregateamount of investmentsasto onelimitation in sections 376.297 to
376.304 then held by the insurer under this subsection would exceed one percent of its
admitted assets.

2. In addition to the authority provided in subsection 1 of this section, an insurer
may acquire under this subsection an investment of any kind or engage in investment
practices described in section 376.303 that are not specifically prohibited by this chapter
without regard to the categories, conditions, standards, or other limitations of sections
376.297 10 376.304 if asa result of and after giving effect to the transaction the aggr egate
amount of investmentsthen held under this subsection would not exceed the lesser of:

(1) Ten percent of itsadmitted assets; or

(2) Seventy-five percent of its capital and surplus.

An insurer shall not acquire any investment or engage in any investment practice under
this subsection if as a result of and after giving effect to the transaction the aggregate
amount of all investmentsin any oneper son then held by theinsurer under thissubsection
would exceed three percent of itsadmitted assets.

3. Inaddition totheinvestmentsacquired under subsections1and 2 of thissection,
an insurer may acquire under this subsection an investment of any kind or engage in
investment practicesdescribed in section 376.303 that ar enot specifically prohibited by this
chapter without regard to any limitations of sections 376.297 to 376.304 if:

(1) Thedirector grantsprior approval;

(2) Theinsurer demonstrates that its investments are being made in a prudent
manner and that the additional amountswill be invested in a prudent manner; and
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(3) Asaresult of and after giving effect to the transaction, the aggr egate amount
of investmentsthen held by theinsurer under this subsection does not exceed the greater
of:

(a) Twenty-five percent of itscapital and surplus; or

(b) Onehundred percent of itscapital and surpluslessten percent of itsadmitted
assets.

4. Under this section, an insurer shall not acquire or engage in an investment
practiceprohibited under section 376.294 or an investment that isaderivativetransaction.

376.1012. Funds collected from the participating employers under multiple employer
self-insured health plans shall be held in trust subject to the following requirements:

(1) A board of trustees el ected by participating employers shall serve as fund managers
on behalf of participants. Trustees shall be plan participants. No participating employer may
be represented by more than one trustee. No trustee may represent more than one employer. A
minimum of three and a maximum of seven trustees may be elected. Trustees may not receive
remuneration but they may be reimbursed for actual and reasonable expenses incurred in
connection with duties as trustee. A trustee may not be an agent, or broker for or an owner,
officer or employee of any third-party administrator, insurance agency or insurer utilized by the
plan. The trustees shall have the authority to approve applications of association members for
participation in the arrangement and to contract with a licensed third-party administrator to
administer the day-to-day affairs of the plan;

(2) Eachtrustee shall be bondedinanamount of not lessthan one hundred fifty thousand
dollars by alicensed insurer;

(3) Investment of plan funds is subject to the same restrictions which are applicable to
insurers pursuant to sections [376.300 to 376.310] 376.291 to 376.307; provided, however, that
no foreign plan shall be exempt under section 376.310 from the investment laws of this state
unless such plan is subject to laws in its state of domicile which are substantially similar to
sections 376.1032to 376.1045. All investmentsshall be managed by abank or other investment
entity licensed to operate in Missouri;

(4) Trustees, on behalf of the plan, shall file an annual report with the director of the
department of insurance by March first showing the condition and affairs of the plan as of the
preceding thirty-first day of December. The report shall be made on forms prescribed by the
director. Thereport shall summarizethefinancial condition of thefund, itemize collectionsfrom
participating employers, detail al fund expenditures and provide any additional information
which the director requires. More frequent reports may be required at the discretion of the
director.
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377.100. Every corporation doing business under sections 377.010 to 377.190 shall
annualy, on or before the first day of February, return to the director of the insurance
department, in such manner and form as he shall prescribe, a statement of itsaffairsfor the year
ending on the preceding thirty-first day of December, and the director, in person or by deputy,
shall have the power of visitation of and examination into the affairs of any such corporation,
whichisconferred upon himinthe case of lifeinsurance companiesby thelaws of this state; and
all companies are hereby declared to be subject to and required to conform to the provisions of
chapters 374 and 375, RSMo, and sections[376.300] 376.291 to 376.330, 376.580, 376.610 and
376.620, RSMo, and governed and controlled by all the provisions in said sections contained;
provided, always, that nothing herein contained shall subject any corporation doing business
under sections 377.010 to 377.190 to any other provisions or requirements of the general
insurance laws of this state, except as distinctly herein set forth and provided.

377.200. Any corporation, company or association issuing policies or certificates
promising money or other benefitsto amember or policyholder, or upon his deceaseto hislegal
representatives, or to beneficiaries designated by him, which money or benefit is derived from
stipulated premiums collected in advance from its members or policyholders, and from interest
and other accumulations and wherein the money or other benefits so realized is applied to or
accumul ated solely for the use and purposes of the corporation as herein specified, and for the
necessary expenses of the corporation, and the prosecution and enlargement of its business, and
which shall comply with all the provisions of sections 377.200 to 377.460, shall be deemed to
be engaged in the business of life insurance upon the stipulated premium plan and shall be
subject only to the provisions of sections 377.200 to 377.460, except that the provisions of
chapters 374 and 375, RSMo, and sections [376.300] 376.291 to 376.330, 376.675, 376.770 to
376.795, 376.500 to 376.510, and 376.590 to 376.600, RSMo, shall be applicable. It shall be
unlawful for any corporation, company or association not having complied with the provisions
of sections 377.200 to 377.460 to use the term "stipulated premium" in its application or
contracts, or to print or write the same in its policies or literature.

381.068. Indeterminingthefinancial condition of atitleinsurer doing business pursuant
to this chapter, the general investment provisions of sections [376.300 to 376.305] 376.291 to
376.307, RSMo, shall apply; except that, an investment in atitle plant or plants in an amount
equal to the actual cost shall be alowed as an admitted asset for title insurers. The aggregate
amount of the investment shall not exceed fifty percent of surplusto policyholders, asshownon
the most recent annual statement of the title insurer on file with the director.

409.950. Notwithstanding any other law to the contrary, securities or other obligations
issued by multinational development banks in which the United States is a member nation,
including the African Development Bank, shall be treated as eligible for investment by all
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[376.320. All bonds or other evidences of debt having afixed term and
rate held by any life insurance company, assessment life association or fraternal
beneficiary association authorized to do business in this state may, if amply
secured and not in default as to principal and interest, be valued as follows:. If
purchased at par, at the par value; if purchased above or below par, on the basis
of the purchase price adjusted so as to bring the value to par at maturity and so
astoyield inthe meantimethe effectiverate of interest at which the purchasewas
made; provided, that the purchase price shal in no case be taken at a higher
figurethan the actual market value at the time of purchase; and provided further,
that thedirector of insurance shall havefull discretion in determining the method
of calculating values according to the foregoing rule]

[376.672. Thedirector of the department of insurance shall establish by
regulation the terms and conditions of policy loan interest rate provisionsfor all
policiesissued or delivered by alifeinsurance company in this state after August
13, 1982. Such regulations shall include provisions for an adjustable maximum
interest rate based on the monthly average of the Moody's Corporate Bond Yield
Average--Monthly Average Corporates, as published by Moody's Investors
Service, Inc., thefrequency at which therateisto be determined and appropriate
notifications to policyholders. No other provision of law shall apply to policy
loan interest rates unless made specifically applicableto such rates. Thissection
shall also apply toloan interest rate provisionsfor certificatesissued or delivered
by fraternal benefit societies in this state, and for purposes of this section the
word "policy" includes such certificates.
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