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AN ACT concerni ng i nsurance.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by
changing Sections 531.02, 531.03, 531.04, 531.05, 531.06,
531.07, 531.08, 531.09, 531.10, 531.11, 531.12, 531.14,
531. 15, 531.17, and 531.19, and adding Section 531.02a as

foll ows:

(215 I1LCS 5/531.02) (from Ch. 73, par. 1065.80-2)

Sec. 531.02. Purpose. The purpose of this Article is to
protect, subject to certain limtations, t he persons
specified in paragraph (1) of Section 531.03 against failure
in the performance of contractual obligations, under life and
of health insurance policies, and annuity contracts and
health---or--nedical --care--serviee--contracts specified in
paragraph (2) of Section 531.03, due to the inpairnment or
i nsol vency of the insurer issuing such policies or contracts.
To provide this protection, (1) an association of insurers is
created to enable the guaranty of paynent of benefits and of

continuation of coverages as limted by this Article, (2)

menbers of the Association are subject to assessnent to
provide funds to carry out the purpose of this Article, and
(3) the Association is authorized to assist the Director, in
the prescribed manner, in the detection and prevention of
insurer inpairnments or insolvencies.

(Source: P.A 86-753.)

(215 ILCS 5/531. 02a new)

Sec. 513.02a. Restrictions on recoveries by health care

providers. In the event of the insolvency of a nenber

insurer, no provider of health care services shall seek to
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recover any anmpunt from any i nsur ed until a final

deterni nation has been nade as to the Association's liability

for such services (including the resolution of any di spute or

litigation resulting therefrom

In the event that a provider seeks to recover any such

anount before a final determination of the Association's

liability (or the resolution of any dispute or litigation

resulting therefrom has been nade, the provider shall be

liable for all reasonable costs and attorney fees incurred by

the Director and the Association in enforcing this provision

or any court orders rel ated thereto.

(215 I'LCS 5/531.03) (fromCh. 73, par. 1065. 80-3)
Sec. 531.03. Coverage and limtations.
(1) This Article shall provide coverage for the policies
and contracts specified in paragraph (2) of this Section:

(a) to persons who, regardl ess of where they reside
(except for non-resident certificate hol ders under group
policies or contracts), are the beneficiaries, assignees
or payees of the persons covered under subparagraph
(D (b), and

(b) to persons who are owners of or certificate

hol ders under such policies or contracts (other than

unal l ocated annuity contracts and structured settl ement

annuities) and in each case :--of;--in--the--case--of

unal l ocat ed- annut ty- eontract s; -t o- t he- persons-who- are-t he
cont r act - hol ders; -and who:_
(1) are residents of-this-State, or
(1i) are not residents, but only under all of
the foll ow ng conditions:
(A) the insurer tnsurers that whieh
i ssued such policies or contracts iSs are

domciled in this State;

(B) the states in_ which such persons
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reside have associations siml ar to t he

associ ati on created by this Article sueh

t Asufr ers- never- hel d-a-tteense-or-certificate- of
aut hority-tn-the-states-in-whteh--sueh--persons
Festde; and

(C) the persons are not eligible for

coverage by an association in any other state

due to the fact that the insurer was not

licensed in the state at the tine specified in

the state's quaranty association |aw. sueh

st at es- - have- - assoctatt ons---sipttar---to---the
assoect att on- er eat ed- by- t hi s- Aet : - and

(D) --sueh--persons--are--not--eligible-for
cover age- by- suech- assoet at + ons:

(c) For unallocated annuity contracts specified in

paragraph (2) of this Section, subparagraphs (a) and (b)

of this paragraph shall not apply, and this Article shal

(except as provided in subparagraphs (e) and (f) of this

par agr aph) provi de coverage to:

(i) persons who ar e the owners of the

unal |l ocated annuity contracts if the contracts are

issued to or in connection with a specific benefit

pl an whose pl an sponsor has its principal pl ace of

business is in this State; and

(ii) persons who are owners of unallocated

annuity contracts issued to or in connection wth

governnent lotteries if the owners are residents.

(d) For structured settlenent annuities specified

in paragraph (2) of this Section, subparagraphs (a) and

(b) of this paragraph shall not apply, and this Article

shall (except as provided in subparagraphs (e) and (f) of

thi s paragraph) provide coverage to a person who isS a

payee under a structured settlenent annuity (or

beneficiary of a payee if the payee is deceased), if the
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payee.

(i) is a resident, regardless of where the

contract owner resides; or

(ii) is not a resident, but only under both of

the follow ng conditions:

(A (1) the contract owner of t he

structured settlenent annuity is a resident, or

(11) the contract owner of the structured

settlenent annuity is not a resident, but

the insurer that issued the structured

settlenent annuity is donmciled inthis State;

and

the state in which the contract owner

resides has an association simlar to the

associ ation created by this Article; and

(B) neither the payee (or beneficiary)

nor the contract owner is eligible for coverage

by the association of the state in which the

payee or contract owner resides.

(e) This Article shall not provide coverage for:

(i) a person who is a payee (or Dbeneficiary)

of a contract owner resident of this State, if the

payee (or beneficiary) is afforded any coverage by

t he associ ati on of another state, or

(ii) a person covered under subparagraph (c)

of this paragraph, if any coverage is provided by

the association of another state to or through the

trustee who is the contract owner.

(f) This Article is intended to provide coverage to

a person who is a resident of this State and, in special

circunstances, to a nonresident. In order to avoid

duplicate coverage, if a person who would otherw se

recei ve coverage under this Article is provided coverage

under the |laws of any other state, the person shall not
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be provided coverage under this Article. In determning

the application of the provisions of this paragraph in

situations where a person could be covered by the

association of nore than one state, whether as an owner,

payee, beneficiary, or assignee, this Article shall be

construed in conjunction with other state laws to result

in coverage by only one associ ati on.

(2)(a) Except as otherw se provided, this Article shal

provi de coverage to the persons specified in paragraph (l) of

this Section for direct, (+) individual or other nongroup

life, health, and annuity and--suppltenental policies, or

contracts, and supplenental contracts to any of these, (it)

for certificates wunder direct group policies or contracts,

(ktt) and for unallocated annuity contracts, in_ each case
i ssued by menber i nsurers. "Annuity contracts" and
"certificates under group annuity contracts" shall have the

meaning set forth in subdivision (2) of Section 531.05 and

(iv)-for--contraets--to--furntsh--health--care--serviees--and
subsert ption-certtftcates-for-nedieal-or-health-care-serviees
t ssued- - by- persons- |t ecensed-t o-transacet - nsur ance- bust ness-t+n
this--State--under--the--tl}linots--tnsurance--Code:---Annuity
contracts--and--certificates--under--group--annuity-contraets
tnclude--but--are--not--tinmted--to---guaranteed---tnAvest arent
contracts;---depostt--adnt nistratton--contracts;--unallocated
fundi ng- agr eenent s; - al | ocat ed- f undi ng- agr eenent s; - - st ruet ur ed
sett} enent - agr eenents; -l ottery- eont ract s- and- any- i nred: at e- oF
deferred-annui ty-contracts.
(b) This Article shall not provide coverage for:
(1) any that portion or provision part of such

policies or contracts not guaranteed by the insurer, or

under which the risk is borne by the policy or contract

owner peolteyholder; provided however, that nothing in

this subparagraph (2)(b)(i) shall make this Article

i napplicable to assessnent |ife and-aeectdent and health
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i nsurance policies or contracts; or

(1i) any such policy or contract or part thereof
assuned by the inpaired or insolvent insurer under a
contract of reinsurance, unless other--than--retnsurance

for---whieh assunption certificates have been issued

pursuant to the reinsurance policy or contract by the

i mpai red or insolvent insurer; or

(ti1) any interest rate, crediting rate, or simlar

factor employed in calculating returns or changes in

val ue (whether or not deternm ned by use of an index or

ot her ext er nal reference stated in the policy or

contract), and any portion of a policy or contract to the

extent that it is based on such a rate or factor, that

any--portion--of--a-poliey-of-contract-to-the-extent-sueh
portion-represents-an- acerued--value--that--the--rate--of
tnterest-on-whieh-tt-+s-acerued
(A) averaged over the period of 4 feur years
prior to the date on which the Association becones
obligated wth respect to such policy or contract,
exceeds a rate of interest determ ned by subtracting
2 tweo percentage points from Mbody's Corporate Bond
Yield Average averaged for that sanme 4 feur year
period or for such |lesser period if the policy or
contract was issued less than 4 feur years before
t he Associ ation becane obligated; and
(B) on and after the date on which t he
Associ ation becones obligated with respect to such
policy or contract, exceeds the rate of interest
determined by subtracting 3 three percentage points
from Mody's Corporate Bond Yield Average on a

nont h-t o-nont h _basi s as-rpst-fecently-avattable; or

(iv) any provision or portion of a policy or

contract issued to a plan or programof an enpl oyer,

associ ation, or other person to provide life, health, or
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annuity benefits to its enpl oyees, nenbers, or others, to

the extent that the plan or programis self-funded or

uni nsured, including but not limted to benefits payable

by an enpl oyer, associ ation, or other person under:

(A a nultiple-empl oyer wel fare arrangenent as

defined in 29 U S.C 1144;

(B) a mninumpremum group i nsurance plan;

(C a stop-loss group insurance plan and any

stop-10ss insurance, as defined in clause (b) of

Class 1 or clause (a) of Cdass 2 of Section 4, and

further defined in subsection (d) of Section 352;

(D) an adnministrative services only contract;

(E) a cost-plus contract; or

(v) any provision or portion of a policy or

contract to the extent that it provides:

(A) dividends or experience rating credits

which, in each case, were not paid or credited as of

the date of inpairnent or insolvency, whichever is

(B) voting rights;

(C) obligations to report to the policy owner

or contract owner nore frequently than annually;

(D) paynent of any fees or allowances to any

per son, including the policy or contract owner, in

connection with the service to or adm ni strati on of

the policy or contract; or

(E) other nonnpbnetary obligations; or

(vi) €tv) any wunallocated annuity contract issued

to or _in connection with a an-enployee benefit plan the

beneficiaries of which are protected by preotected-under

the federal Pension Benefit Guaranty Corporation |aw,

regardl ess of whet her the federal Pensi on Benefit

Quaranty Corporation has yet becone liable to nake any
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paynents with respect to the benefit plan; or

(vii) €v)y any portion of any unallocated annuity
contract which is not issued to or in connection with a
specific enpl oyee, union or association of natural
persons benefit plan or a governnment |ottery; or

(viii) €vi)y any policy or contract or portion

thereof issued by any burial society organized under

Article XIX of this Code Aet, any fraternal benefit
society organized under Article XVII of this Code Aet,
any nutual benefit association organized wunder Article
XVIT1 of this Code Aet, and any foreign fraternal benefit
society licensed under Article VI of this Code Aet; or

(ix) €vit) any policy or contract or portion

t hereof issued by any health maintenance organization

est abl i shed pur suant to t he Heal t h Mai nt enance
Organi zation Act including any heal th mai nt enance
organi zati on busi ness of a nenber insurer; or

(x) €vitt) any policy or contract or portion

t hereof issued by any health services plan corporation

established pursuant to the Voluntary Health Services
Pl ans Act; or
(Ex)--€¢blank):-or

(xi) €x) any policy or contract or portion thereof

i ssued by any dental service plan corporation established
pursuant to the Dental Service Plan Act; or
{xt)--any--stop-}oss-tAsurance; - as- deft ned-t+n- el ause
{b)-of -Class-1-or-clause-{a)-of - Cl ass- 2- of - Seet t on- 4; - and
further-defined-tn-subsectton-(d)-of -Seetton-352; - or
(xi1) any that portion er-part of a variable life
insurance or variable annuity policy or contract not

guaranteed by an insurer; or-

(xiii) any policy or contract or portion thereof to

the extent that assessnents with respect to such policy

or contract or portion thereof are prohibited or
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preenpted by federal or state |aw or

(xiv) any obligation that does not arise under the

express witten terns of the policy or contract issued by

the insurer to the <contract owner or policy owner,

including without limtation:

(A) clains based on marketing naterials;

(B) clains based on side letters, riders, or

other docunents that were issued by the insurer

wi thout neeting applicable policy or contract form

filing or approval requirenments;

(C) misrepresentations of or regardi ng policy

or contract benefits;

(D) extra-contractual clains;

(E) a claimfor penalties or consequential or

i nci dental danmges:; or

(xv) any contractual agreenent that establishes the

menber insurer's obligations to provide a book val ue

accounting guaranty for defined contribution benefit plan

participants by reference to a portfolio of assets that

is owned by the benefit plan or its trustee, which in

each case is not an affiliate of the nenber insurer: or

(xvi) any portion of a policy or contract that, on

the date the Association becones obligated, exceeds in

val ue the maxi num benefit levels specified in paragraph

(3)(b) of this Section; or

(xvii) any portion of a policy or contract to the

extent it provides for interest or other changes in val ue

to be determi ned by the use of an index or other external

reference stated in the policy or contract, but which

have not been credited to the policy or contract, or as

to which the policy or contract owner's rights are

subject to forfeiture, as of the date the nenber insurer

becones an inpaired or insolvent insurer under this

Article, whi chever i s earlier. If a policy's or
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contract's interest or changes in value are credited | ess

frequently than annual |l vy, t hen f or pur poses of

deternmining the values that have been credited and are

not subject to forfeiture under this subdi vi si on

531.03(2)(b)(xvii), the interest or <change in value

deternmined by using the procedures defined in the policy

or contract shall be credited as if the contractual date

of crediting interest or changi ng val ues was the date of

i npai rnent _or insolvency, whichever is earlier, and shal

not be subject to forfeiture; or

(xviii) a policy or contract issued in this State

by a nenber insurer at atine when it was not |licensed or

did not have a certificate of authority to issue the

policy or contract in this State.

(3) The benefits that fer--whieh the Association may

becone obligated to cover tiable shall in no event exceed the

| esser of:

(a) the contractual obligations for which the
insurer is |liable or would have been liable if it were
not an inpaired or insolvent insurer, or

(b)(i) wth respect to any one life, regardl ess of
t he nunber of policies or contracts:

(A) $300,000 in life insurance death benefits,
but not nore than $100, 000 in net cash surrender and
net cash wi thdrawal values for life insurance,

(B) $300,000 in health insurance benefits,
including any net cash surrender and net cash
wi t hdr awal val ues;

(© $100,000 in the present value of annuity
benefits, including net cash surrender and net cash
wi t hdrawal val ues;

(1i) wth respect to each individual participating
in a governmental retirenent benefit plan established

under Section 401, 403(b) or 457 of the United States
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U:S: Internal Revenue Code covered by an unall ocated
annuity contract or the beneficiaries of each such
i ndividual if deceased, in the aggregate, $100,000 in
pr esent value annuity benefits, including net cash
surrender and net cash wthdrawal values; provided,
however, that in no event shall the Association be |iable
to expend nore than $300,000 in the aggregate wth
respect to any one individual under subparagraph (1) and
t hi s subparagraph;

(iii) wth respect to each payee of a structured

settl enent annuity contract (or the beneficiary or

beneficiaries of the payee if deceased), $100,000 in the

present value of annuity benefits, in the aggregate

i ncluding net cash surrender and net cash wthdrawal

(iv) provided, however, that in no event shall the

Associ ation be |liable to expend nore than $300,000 in the

aggregate with respect any one life under subparagraphs

(M), (ii), and (iii).

(v) wth respect to one owner of nultiple non-qgroup

policies or contracts of |life insurance, whether the

policy owner is an individual, firm corporation, or

ot her person, and whether the persons insured are

officers, managers, enpl oyees, or ot her per sons,

$5,000,000 in benefits, regardless of the nunber of

policies and contracts held by the owner.

(vi) €ttty wth respect to either (i) one contract

owner provided coverage under subparagraph (1)(c)(ii) of

this Section; or (ii) any one plan sponsor whose plans

own directly or in trust one or nore eontract-hol der

included in subparagraph (3)(b)(ii) of this Section
abeve, $5,000,000 in benefits, irrespective of the nunber

of such contracts held by that contract owner or plan
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sponsor; hetder: provided, however, that in the case

where one or nore unallocated annuity contracts not

included in subparagraph (3)(b)(ii) of this Section are

covered contracts under this Article and are owned by a

trust or other entity for the benefit of 2 or nore plan

sponsors, coverage shall be afforded by the Association

if the largest interest in the trust or entity owning the

contract or contracts is held by a plan sponsor whose

princi pal place of business is in this State and in no

event shall the Association be obligated to cover nore

t han $5, 000,000 in benefits with respect to all these

unal l ocated contracts; and provided further that where

one or nore unallocated annuity contracts not included in

subparagraph (3)(b)(ii) of this Section are owned by a

benefit plan, or the trustee of a benefit plan, with

fewer than 50 participants, the Association shall not be

liable for an amount that in the aggregate is greater

t han $100, 000 tinmes the nunber of individuals who are

participants in the benefit plan.

(vii) The limtations set forth in this paragraph

(3) are limtations on the coverage for which the

Association is obligated before taking into account

either its subrogation and assignnent rights or the

extent to which such coverage could be provided out of

the assets of the inpaired or i nsol vent i nsur er

attributable to covered policies or contracts. The costs

of the Association's obligations under this Article nay

be net by the wuse of assets attributable to covered

policies or contracts or reinbursed to the Association

pursuant to its subrogati on and assi gnnent rights.

(4 In performng its obligations to provide coverage

under Section 531.08 of this Article, the Association shal

not

be required to guarantee, assune, reinsure, or perform

or cause to be guaranteed, assumed, reinsured, or perforned,



SOLIMAR DFAULT BILLS NONE


g »» W N P

© 00 ~N O

10
11

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

- 13- LRB093 08006 JLS 08204 b

the contractual obligations of the insolvent or inpaired

i nsurer under a covered policy or contract that do not

materially affect the econonic values or econonic benefits of

the covered policy or contract.

(Source: P.A 90-177, eff. 7-23-97; 91-357, eff. 7-29-99.)

(215 I'LCS 5/531.04) (fromCh. 73, par. 1065. 80-4)
Sec. 531.04. Construction.) This Article is to be

ltberalty construed to effect the purpose established under

Section 531.02 whiteh--constitutes--an--atd--and--guide---teo
tnterpretatt on.

(Source: P.A 81-899.)

(215 I'LCS 5/531.05) (fromCh. 73, par. 1065. 80-5)

Sec. 531.05. Definitions. As used in this Act:

(1) "Account"™ neans either of the 2 3 accounts created
under Section 531. 06.

(2) "Annuity contracts" and "certificates under group

annuity contracts" include but are not linmted to guaranteed

i nvestnent contracts, deposi t adm ni strati on contracts,

unal | ocated fundi ng agreenents, allocated fundi ng agreenents,

structured settlenent annuities, annuities issued to or in

connection with governnent lotteries, and any imediate or

deferred annuity contracts.

(3) €2) "Association"” neans the Illinois Life and Health
| nsurance Guaranty Associ ation created under Section 531. 06.

(3)--"Drrector”--neans--the-brrect or- of -} nsurance-of -t hi s
St at e-

(4) "Authorized assessnent” or the term "authorized"

when used in the context of assessnents neans a resolution by

the board of directors has been passed whereby an assessnent

may be called imediately or in the future from nenber

insurers for a specified anpbunt. An assessnent is authorized

when the resolution is passed or, where the terns of the
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resol ution specify an effective date, on such effective date.

(5) "Benefit plan" neans a plan for the provision of

pensi on, severance, health, or other benefits sponsored by

one or nore specific enployers, unions, or associations of

natural persons.

(6) "Board" or "board of directors" neans the board of

directors of the Associ ati on.

(7) "Called assessnent” or the term"called" when used

in the context of assessnments neans that a notice has been

issued by the Association to nenber insurers requiring that

all or part of an authorized assessnent be paid at such tine

and subject to such conditions as are set forth within the

notice. An authorized assessnent becones a called assessnent

when notice is nailed by the Association to nenber insurers.

(8) "Certificates under group annuity contracts" is

defined in paragraph (2) of this Section.

(9) €4) "Contractual obligation”™ neans any obligation
under a policy or contract or certificate wunder a group
policy or contract, or portion thereof for which coverage is
provi ded under Section 531.03.

(10) ¢5) "Covered person" neans any person who IS
entitled to the protection of the Association as described in
Section 531. 02.

(11) ¢6) "Covered policy" nmeans any policy or contract

or portion of a policy or contract for which coverage is

531. 03.

(12) "Director" neans the Director of Insurance of this

(13) "Extra-contractual clainm includes, for exanple,

claine relating to bad faith in the paynent or adjudication

of clains, «clains for punitive or exenplary danages or

attorney's fees and costs, and clains for breaches of

statutory or fiduciary duty.
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(14) ¢7) "lnpaired insurer" neans a nenber i nsurer

determ ned edeened by the Director in a witten notice to the

Associ ation after the effective date of this Article to be

potentially unable to fulfill its contractual obligations and
not an insolvent insurer.
(15) €8) "lInsolvent insurer” neans (a) a nenber insurer

that is found to be etther-at-the-tine-the-poliey-was--issued

of - - when- t he- t nsur ed- event - eecur ¥ ed; - or - any- conpany- whi eh- has
acqut red- suech-di reet - - polt ey- - obl i gatt ons- - t hr ough- - pur ehase;
er ger; - - eonsol t dat t on; - - F et ASUr anee- orf - ot her wk se; - whet her - or
not - such- acqut r i ng- conpany- hel d-a-certtficate-of -authority-to
transact -t Asurance-itn-this-State-at-the-time-sueh-poliey--was
t ssued- - of - - when- - t he- t nsur ed- event - oecur ¥ ed: - and- ( b) - becones
insolvent, and is placed under a final order of |iquidation,
rehabilitation, or conservation by a court of conpetent
jurisdiction.

(16) €9) "Menber insurer” neans any person |icensed or
that whe holds a certificate of authority to transact in this
State any kind of insurance business to which this Article
appl i es under Section 531.03. For purposes of this Article
"menber insurer"” includes any person whose certificate of
authority may have been suspended pursuant to Section 119,

revoked, voluntarily withdrawn, or not renewed subsequent to

the date on which a nenber insurer becane an inpaired insurer

or an insolvent insurer, whichever is earlier. "Menber

i nsurer" does not include any of the foll ow ng:-

(a) a nandatory State pooling plan;

(b) an insurance exchange;

(c) an organi zati on (ot her t han an i nsurer

aut horized to transact business in this State) issuing

charitable gift annuities; or

(d) any entity simlar to any of the above.

(17) €10) "Mody's Corporate Bond Yield Average" neans

the Mnthly Average Corporates as published by Mody's
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| nvestors Service, Inc., or any successor thereto.

(18) "Omer" of a policy or contract and "policy owner"

and "contract owner" nean the person who is identified as the

| eqgal owner under the terns of the policy or contract or who

is otherwise vested wth |egal title to the policy or

contract through a valid assignnent conpleted in accordance

wth the terns of the policy or contract and properly

recorded as the owner on the books of the insurer. The terns

"owner", "contract owner", and "policy owner" do not include
persons wWith a nere beneficial interest in a policy or
contract.

(19) "Person" neans any individual, corporation, trust,

limted liability conpany, part nership, associ ati on,

governnental body or entity, or voluntary organi zation

(20) "Plan sponsor" neans:

(a) the enployer in the case of a benefit plan

establi shed or nmai ntained by a single enpl oyer;

(b) the enployee organization in the case of a

benefit plan established or muintained by an enployee

or gani zati on; or

(c) in a case of a benefit plan established or

mai ntained by 2 or nore enployers or jointly by one or

nore enployers and one or nore enpl oyee organi zati ons,

the association, conmittee, joint board of trustees, or

other sinmlar group of representatives of the parties who

establish or maintain the benefit plan.

(21) €11) "Prem uns" means di rect gross insurance
prem uns, eof subscriptions, or and-annuity considerations (by

whatever nane called) received on covered policies or

contracts, less returned return prem uns, and considerations,

and deposits thereon and |less dividends and experience

credits paid or credited to policy or contract owners

polteyholders on such direct Dbusiness. "Prem uns" do not

include premuns and considerations on contracts between
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insurers and reinsurers. "Premuns" do not include any

anounts or_considerations received for any policies or

contracts or for the portions of any policies or contracts
for which coverage is not provided under paragraph (2) of
Section 531.03 except that assessable prem umshall not be
reduced on account of subparagraph (2)(b)(iii) of Section
531.03 relating to interest Ilimtations and subparagraph
(3)(b) of Section 531.03 relating to limtations with respect

to any one life, any one individual, any one participant, and

any one policy or contract owner. eontractholder:--provided

that "Prem uns" shall not include:
(a) any premuns in excess of $5,000,000 five
mttion--dollars on any unallocated annuity contract not
i ssued under a governnental retirenment benefit plan (or

its trustee) established wunder Sections 401, 403(b) or

457 of the United States Internal Revenue Code; or-

(b) with respect to nultiple non-group policies or

contracts of life insurance owed by one owner, whether

the policy or contract owner is an individual, firm

corporation, or other person, and whether the persons

insured are officers, nmnagers, enployees, or other

persons, prem uns in excess of $5,000,000 with respect to

these policies or contracts, reqardl ess of the nunber of

policies or contracts held by the owner.

(12)--*Person” - - -peans---any---tndivi dual ; - - - eor por at t on;
par t nershi p; - assoct at t on- or - vol unt ar y- or gani zat t on:

(22) "Principal pl ace of busi ness" of a plan sponsor or

a person other than a natural person neans the single state

in which the natural persons who establish policy for the

direction, control, and coordinati on of the operations of the

entity as a whole prinmarily exerci se t hat functi on,

deternined by the Association in its reasonabl e judgnent by

considering the followi ng factors:

(a) the state in which the prinmary executive and
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adm ni strative headquarters of the entity are | ocated;

(b) the state in which the principal office of the

chief executive officer of the entity is | ocated;

(c) the state in which the board of directors (or

simlar governing person or persons) of the entity

conducts the majority of its neetings;

(d) the state in which the executive or nanagenent

committee of the board of directors (or simlar governing

person or persons) of the entity conducts the majority of

its neetings:

(e) the state from which the managenent of the

overall operations of the entity is directed; and

(f) in the case of a benefit plan sponsored by

affiliated conpani es conpri si ng a consol i dat ed

corporation, the state in which the hol ding conmpany or

controlling affiliate has its principal place of business

as detern ned using the above factors.

However, in the case of a plan sponsor, if nore than 50%

of the participants in the benefit plan are enployed in a

single state, that state shall be deened to be the principal

place of business of the plan sponsor; except that the

princi pal place of business of a plan sponsor of a benefit

plan described in paragraph (20)(c) of this Section shall be

deened to be the principal pl ace of business of t he

association, committee, joint board of trustees, or other

simlar group of representatives of the parties who establish

or naintain the benefit plan; provided, however, that in the

absence of a specific or <clear designation of such a

pri nci pal pl ace of business, the principal place of business

shall be deened to be the principal place of business of the

enpl oyer or enployee organization that has the | argest

investnent in the benefit plan in question.

(23) "Receivership court" means the court in the

insolvent or inpaired insurer's state of domcile having
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jurisdiction over the conservation, rehabilitation, or

| i quidation of the insurer.

(24) €13) "Resident" neans any person to  whom a

contractual obligation is owed and, except in the case of a

contract owner of an unallocated annuity contract issued to a

benefit plan or trustee of a benefit plan, who resides in

this State on the date the D rector determ nes a nenber

insurer to be an inmpaired insurer or a court order deterni nes

a nenber insurer to be an insolvent insurer, whichever occurs

first. In the case of an unallocated annuity contract issued

to a benefit plan, or the trustee of a benefit plan, the

contract owner shall be a "resident" of the state in which

the principal place of business of the plan sponsor was

| ocated on such date at-the-time-the-insurer-is-determned-to

be-t npat red- or -  hsel vent - and-t o- whom cont ract ual - - obl i gatt ons
are-owed. A person nay be a resident of only one state which,
in the case of a person other than a natural person, shall be

its principal place of business. Ctizens of the United

States that are either (i) residents of foreign countries or

(ii) residents of United States possessions, territories, or

protectorates that do not have an association sinmlar to the

Associ ation shall be deened residents of the state of

domcile of the insurer that issued the policies or

contracts.

(25) "State" neans a state, the District of Colunbia,

Puerto Rico, and a United States possession, territory, or

pr ot ect or at e.

(26) "Structured settlenent annuity contract” neans an

annuity contract purchased in order to fund periodi c paynents

for a plaintiff or other clainant in payment for or with

respect to personal injury suffered by the plaintiff or other

cl ai mant .

(27) "Subaccount" neans any of the 3 subaccounts of the

life insurance and annuity account created under subdi vi sion
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(1) of 531.06.

(28) €14)" Suppl enental contract"” means any witten

agreenent entered into for the distribution of proceeds under

a life, health, or annuity policy or contract preceeds.

(29) €415) "Unall ocated annuity contract" neans any
annuity contract or group annuity certificate which is not
i ssued to and owned by an individual, except to the extent of
any annuity benefits guaranteed to an individual by an
i nsurer under such contract or certificate.

(Source: P.A 86-753.)

(215 ILCS 5/531.06) (from Ch. 73, par. 1065. 80-6)

Sec. 531.06. Creation of the Association. There 1is
created a non-profit legal entity to be known as the Illinois
Life and Health Insurance Guaranty Association. Al nenber
insurers are and nust remain nenbers of the Association as a
condition of their authority to transact insurance in this
State. The Association nust performits functions under the
plan of operation established and approved under Section
531. 10 and nust exercise its powers through a board of
directors established under Section 531.07. For purposes of
adm ni strati on and assessnent, the Association nust maintain
2 accounts:

(1) The life insurance and annuity account which
i ncl udes the foll ow ng subaccounts:

(a) Life insurance account;

(b) Annuity account whi ch shal | i ncl ude annui ty

contracts owned by a governmental retirenent plan (or its

trustee) established under Section 401, 403(b), or 457 of the

United States | nternal Revenue Code, but shall otherw se

excl ude unall ocated annuity contracts; and

(c) Unallocated annuity account which shall exclude

contracts owned by a governnental retirenent benefit plan (or

its trustee) established under Section 401, 403(b), or 457 of



SOLIMAR DFAULT BILLS NONE


0o N o o A w N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

-21- LRB093 08006 JLS 08204 b

the United States |Internal Revenue Code i nelude-contracts

gual t ft ed- under - Seet t on- 403( b) - of - t he- Unt t ed- - St at e- - | nat er nalt
Revenue- Code.

(2) The health insurance account.

The Association shall be supervised by the Director and
is subject to the applicable provisions of +the |Illinois
| nsurance Code.

(Source: P.A 86-753.)

(215 ILCS 5/531.07) (from Ch. 73, par. 1065.80-7)

Sec. 531.07. Board of Directors.) The board of
directors of the Association consists of not |ess than 5 nor
nore than 9 menbers serving terns as established in the plan
of operation. The nenbers of the board are to be selected by
menber insurers subject to the approval of the D rector.
Vacancies on the board mnust be filled for the remaining
period of the termin the manner described in the plan of
oper ati on. To select the initial board of directors, and
initially organize the Association, the Director nust give
notice to all nmenber insurers of the tinme and place of the
organi zational neeting. In determning voting rights at the
organi zati onal neeting each nmenber insurer is entitled to one
vote in person or by proxy. |If the board of directors is not
selected within 60 days after notice of the organizational
nmeeting, the Director may appoint the initial menbers.

I n approving selections or in appointing nmenbers to the
board, the Director nust consider; whether all nenber
insurers are fairly represented.

Menbers of the board nay be rei nbursed fromthe assets of
the Association for expenses incurred by themas nenbers of
the board of directors but nenbers of the board may not
ot herwi se be conpensated by the Association for their
servi ces.

(Source: P.A 81-899.)
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(215 I'LCS 5/531.08) (fromCh. 73, par. 1065. 80-8)

Sec. 531.08. Powers and duties of the Association. In
addition to the powers and duties enunerated in other
Sections of this Article:

(1) If an a-dernestie insurer is an inpaired insurer, the

Association may, in_ its discretion and subject to any

condi tions inposed by the Association other than those which
inpair the contractual obligations of the inpaired insurer;
and approval appreved by the ¢tnpatred--tnsurer--and--the
Director:

(a) CGuarantee, assune, or reinsure, or cause to be
guaranteed, assuned, or reinsured, any or all of the covered
policies of covered persons of the inpaired insurer;

(b) Provide such nonies, pledges, notes, guarantees, or

ot her nmeans as are proper to effectuate subparagraph

paragraph (1)(a), and assure paynent of the contractual
obligations of the inpaired insurer pending action under

subpar agr aph paragraph (1) (a).:

{e)--Loan- nroney-to-the-tpatred-+Asurer:
(2) If an a-deornestie;-foreirgn;-ofr-alten insurer is an

i nsolvent insurer, the Association shall, in its discretion,

(a)(i) CGuarantee, assunme, or reinsure or cause to be
guaranteed, assunmed, or reinsured the covered policies of
covered persons of the insolvent insurer; or

(1i) Oherwi se assure Assure paynent of the contractua

obligations of the insolvent insurer to covered persons; and

(iii1) Provide such moni es, pledges, |oans, notes,
guaranties, or other neans as are reasonably necessary to
di scharge such duties under subparagraphs (2)(a)(i) and

(2)(a)(ii); or

(b) Provide wth--respeet--to--only--tife--and--health

t Asufr anee- - pott et es; --provide benefits and cover ages in

accordance wth Section 531.08(3).
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(c) Provided however that this paragraph subseetion (2)
shall not apply when the Director has determned that the
foreign or alien insurer's insurers domciliary jurisdiction
or state of entry provi des, by statute, protection
substantially simlar to that provided by this Article for
residents of this State and such protection will be provided
ina tinmely manner.

(3) When proceeding under subparagraph (2)(b) of this

Section the Association shall, with respect to enlty life and

heal th i nsurance policies and annuity contracts:

(a) assure paynent of benefits for premuns identical to
the prem uns and benefits (except for terns of conversion and
renewabi lity) that woul d have been payabl e under the policies

or contracts of the insolvent insurer, for clains incurred:

(1) with respect to group policies and contracts, not

later than the earlier of the next renewal date wunder such
policies or contracts or 60 sixty days, but in no event |ess
than 30 thtrty days, after the date on which the Association
becones obl i gat ed W th respect to such policies and
contracts;

(1i) wth r respect to individual and other non-group

policies and contracts, not Ilater than the earlier of the

next renewal date (if any) under such policies or contracts

or one year, but in no event less than 30 thirty days, from
the date on which the Association becones obligated wth

respect to such policies or contracts;

(b) make diligent efforts to provide all known policy

and contract owners 30 i Asureds-of-group--polieyholders--wth

Fespeet---to---group--polietes--thirty days notice of the

term nation (pursuant to subparagraph (3)(a)) of the benefits

provi ded; and

(c) wth respect to individual and other non-group life

and health policies and annuity contracts covered by the

Associ ati on, neke avail able to each known i nsured, or owner
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if other than the insured or annuitant, and with respect to

an individual fornmerly insured or fornerly an annuitant under

a group policy on contract who is not eligible for

repl acenent group cover age, make avail able substitute
coverage on an individual basis in accordance wth the
provi sions of subparagraph (3)(d) of this Section, if the

insureds or annuitants had a right wunder Ilaw or t he

termnated policy or _annuity contract to convert coverage to

i ndi vi dual coverage or to continue a an_individual nen-greup

policy or annuity contract in force until a specified age or

for a specified time, during which the insurer has no right
unilaterally to make changes in any provision of the policy

or _annuity contract or had a right only to make changes in

prem um by cl ass.

(d)(i) In providing the substitute coverage required
under subparagraph (3)(c) of this Section, the Association
may offer either to reissue the term nated coverage or to

i ssue an alternative policy or contract.

(1i) Aternative or reissued policies or contracts shal

be offered without requiring evidence of insurability, and
shall not provide for any waiting period or exclusion that
would not have applied under the termnated policy or
contract.

(1i1) The Association may cause retnsure any alternative

or reissued policy or contract to be assuned or reinsured.

(e)(i) Alternative policies or contracts adopted by the

Association shall be subject to the approval of either (A

the Director or (B) the domiciliary conm ssioner and the

receivership court. The Association may adopt alternative

policies or contracts of various types for future issuance

tAsuranee WwWthout regard to any particular inpairnment or
i nsol vency.

(i) Aternative policies or contracts shall contain at

| east the mninmum statutory provisions required in this State
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and provide benefits that shall not be unreasonable in
relation to the prem um charged. The Association shall set
the premum in accordance wth a table of rates which it
shal | adopt. The premum shall reflect the anmount of
i nsurance to be provided and the age and class of risk of
each insured, but shall not reflect any changes in the health
of t he i nsured after the original policy was |ast
underwritten.

(ti1) Any alternative policy or contract issued by the

Associ ation shall provide coverage of a type simlar to that

of the policy or contract issued by the inpaired or insolvent

insurer, as determ ned by the Association.
(f) If the Association elects to reissue termnated
coverage at a premiumrate different fromthat charged under

the termnated policy or contract, the premumshall be set

by the Association in accordance with the anount of insurance
provided and the age and class of risk, subject to approval

of either (A the D rector or (B) t he domciliary

conmmi ssioner and the receivership court by--a--court--of

conpetent - f urt set et t on.
(g) The Association's obligations wth respect to

coverage under any policy or contract of the inpaired or

i nsol vent insurer or under any reissued or alternative policy

or contract shall cease on the date such coverage or policy

or contract is replaced by another simlar policy or contract

by the policy owner peolieyholder, the insured, or the

Associ ati on.

(4) \When proceedi ng under subparagraph (2)(b) of this
Section with respect to any policy or contract carrying
guaranteed mninmum interest rates, the Association shal
assure the paynent or crediting of a rate of interest

consi stent with subparagraph (2)(b)(iii) €2)¢b)¢iii)¢B) of

Section 531. 03.

(5) Nonpaynment of premuns 31 thirty-ene days after the
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date required under the ternms of any guaranteed, assuned,
alternative or reissued policy or contract or substitute
coverage shall term nate the Association's obligations under

such policy or contract or coverage under this Article Aect

W th respect to such policy or contract or coverage, except

with respect to any clains incurred or any net cash surrender
value which may be due in accordance with the provisions of
this Article Aet.

(6) Premuns due for coverage after entry of an order of
iquidation of an insolvent insurer shall belong to and be
payabl e at the direction of the Association, and the
Associ ation shall be liable for wunearned premuns due to
policy or contract owners arising after the entry of such

or der.

(7) The protection provided by this Article shall not

apply when any quaranty protection is provided to residents

of this State by the laws of the donmicilary state or

jurisdiction of the inpaired or insolvent insurer other than

this State.

(8) ¢7¥€a) In carrying out its duties wunder paragraph

subseetton (2) of this Section, the Association nmay perrnanent

peliey-tiens;-or-contract-|iens;-rmay-be-tnposed-t n- connectt on
wt t h- - any- - guar ant ee; - assunpt t ON- OF - ¥ €F ASUF anece- agr eenent ; - + f
the-court:

(a) €+) subject to approval by the receivership court or

a court of competent jurisdiction is this State, inpose
permanent policy or contract liens in connection with a
guarantee, assunption, or reinsurance agreenent, if the

Associ ation finds that the anpunts which can be assessed

under this Article Aet are less than the anmounts needed to
assure full and pronpt performance of the insolvent insurer's
contractual obligations, or that the economc or financial
conditions as they affect nmenber insurers are sufficiently

adverse to render the inposition of policy or contract |iens,
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to be in the public interest; and

(b) subject to approval by the receivership court or a

court of conpetent jurisdiction in this State, inpose

tenporary nmoratoriuns or liens on paynents of cash val ues and

policy |oans, or any other right to withdraw funds held in

conjunction wth policies or contracts, in addition to any

contractual provisions for deferral of <cash or policy or

contract loan value. In addition, in the event of a tenporary

noratorium or noratoriumcharge i nposed by the receivership

court or a court of conpetent jurisdiction in this State on

paynent of cash values or policy or contract |oans, or on any

other right to wthdraw funds held in conjunction with

policies or contracts, out of the assets of the inpaired or

insolvent insurer, the Association may defer the paynent of

cash values, policy or contract | oans, or other rights by the

Associ ation for the period of the npbratorium or noratorium

charge inposed by the receivership court or a court of

conpetent jurisdiction in this State, except for clains

covered by the Association to be paid in accordance with a

hardship procedure (i) established by the liquidator or

rehabilitator and approved by the receivership court or (ii)

approved by a court of conpetent jurisdiction in this State.

(tt)--Approves-the--specifie--poliey--tiens--or--contract
ltens-to-be-used.

{b) - - Bef ore- - bet ng- - obl t gat ed- - under - - subseett on--{(2) -t he
Assect att on- ray- - Fequest - -t hat - - t here- - be- - I pposed- -t enporary
Apr at oF t UAB- - 0F - - | t ens- - on- payrent s- of - eash- val ues- and- pol t ey
l oans-t n-addi tt on-t o- any- eontractual - provi sions-for--deferral
of - eash- or - pol t ey- } oan- val ues; - and- sueh- t enpor ar y- nor at of i us
and- | t ens- may- be-t rposed-t+ -t hey- are- approved- by-t he-eourt-

(9) A deposit in this State, held pursuant to | aw or

required by the Drector for the benefit of creditors,

including policy and contract owners, not turned over to the

domciliary liquidator upon the entry of a final order of



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

- 28- LRB093 08006 JLS 08204 b

liquidation or order approving a rehabilitation plan of an

insurer donmciled in this State or in a reciprocal state

shal | be pronptly paid to the Association. The Associ ati on

(i) shall be entitled to retain a portion of any anount so

paid to it equal to the percentage determ ned by dividing the

aggregate anmount of policy and contract owners' cl ai ns

related to that insolvency for which the Associ ation has

provi ded statutory benefits by the aggregate anount of al

policy and contract owners' clains in this State related to

that insolvency and (ii) shall remit to the domciliary

receiver the anpunt so paid to the Association, less the

anount retained pursuant to clause (i). Any anpunt so paid to

the Association and retained by it pursuant to clause (i)

shal | be treated as a distribution of estate assets pursuant

to subsection (2) of Section 205 of this Code or sinmlar

provision of the state of domcile of the inpaired or

i nsol vent i nsurer.

(10) The Association may fulfill its obligations under

paragraph (2) of this Section by providing benefits in

connection wth policies or contracts of the insolvent

i nsurer whose terns have been nodified pursuant to an order

of t he recei vership court or a court of conpetent

jurisdiction in this State, provided that the econom ¢ val ues

and econonic benefits of such nodified policies or contracts,

after the Association has acted to ful fill its obligations,

are not materially less than the econonic val ues and econonic

benefits that covered persons woul d have received after the

Associ ation had acted to fulfill its obligations if the ternms

of such policies or contracts had not been nodified. | n

det er m ni ng what economic values and econonic benefits

covered persons would have recei ved after the Associ ati on had

acted to fulfill its obligations if the terns of the

insolvent insurer's policies or contracts had not been

nodi fied, the Association shall take into account (i) the
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coverage limtations set forth in paragraphs (2) and (3) of

Section 531.03, (ii) any substitute coverage that t he

Associ ation would have provided pursuant to paragraphs (3)

and (22) of this Section, and (iii) any pernmanent policy or

contract liens and any tenporary noratoriuns that woul d have

been necessary under paragraph (8) of this Section but for

the nodifications in terns approved by the court.

(11) ¢8) There shall be no liability on the part of and
no cause of action shall arise against the Association or
against any transferee from the Association in connection
with the transfer by reinsurance or otherwise of all or any
part of an inpaired or insolvent insurer's business by reason
of any action taken or any failure to take any action by the
i npaired or insolvent insurer at any tine.

(12) €9) If the Association fails to act wthin a

reasonable period of tine wth respect to an insolvent

insurer as provided in paragraph subseetton (2) of this

Section with-respeet-to-an-inselvent--insurer, the Director

nmay assune shalt--have the powers and duties of the

Associ ation under this Article Aet with regard to the sueh

i nsol vent insurer tRAsSurers.

(13) €10) The Associ ation or its desi gnat ed
representatives may render assistance and advice to the
Director, upon his or her request, concerning rehabilitation,
paynment of clainms, continuations of coverage, or the
per formance of other contractual obligations of any inpaired
or insolvent insurer.

(14) The Association has standing to appear or intervene

before any court or agency with jurisdiction over an inpaired

or insolvent insurer concerning which the Association is or

may becone obligated under this Article, or with jurisdiction

over any person or property against whom or which the

Associ ati on nay have rights through subrogati on or otherw se.

Such standing extends to all matters gernane to the powers
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and duties of the Association including, but not limted to,

proposals for reinsuring, nodifying, or guaranteeing the

policies or contracts of the inpaired or insolvent insurer

and the determination of the policies or contracts and

contractual obligations (411)--The- Assoect att on- has-st andi ng-te

appear - bef ore- any- ceourt - concer nt ng-al t - rat t er s- ger mane-t o- t he
power s- and- dut t es- of - - t he- - Assoet at t on; - - + el udi ng; - - but - - pot
ltmted--to;--proposals--for--retAsurt ng- - of - guar ant eet ng-t he
covered- poli et es-of -t he-t apat red- or -+ nsel vent -  nsur er - and- t he
deternt nati on--of --the--covered--polietes---and---contractual
obl t gat t ons.

(15) €12) (a) Any person receiving benefits under this

causes of action agai nst any person for | osses arising under,

resulting from or otherwise relating to the covered policy

or contract to the Association to the extent of the benefits

received because of this Article whether the benefits are
paynments of contractual obligations, ef continuation of

coverage, or provision of substitute cover ages. The

Association may require an assignnment to it of such rights

and causes of action by any payee, policy or contract owner,

beneficiary, insured, «certificateholder, or annuitant as a
condition precedent to the receipt of any rights or benefits
conferred by this Article upon such person. The Association
is subrogated to these rights against the assets of any
i nsol vent insurer.

(b) The subrogation rights of the Association under this
subsection have the sanme priority against the assets of the
i nsol vent insurer as that possessed by the person entitled to

receive benefits wunder this Article. The Association's

subrogation rights against the assets of the insolvent

i nsurer shall not be reduced by any recoveries from persons

other than the estate of the insolvent insurer obtai ned by

the Associ ati on pursuant to assignnent rights provided under
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this subsection, except that the Association's subrogation

rights against the assets of the insolvent insurer wth

respect to a covered policy or contract shall be deened

fulfilled where any and all such recoveries from third

parties wth respect to the covered policy or contract,

together with any distributions of estate assets with respect

to the covered policy or contract, have nade the Association

whole, after accounting for any and all | egal fees and

expenses (including interest) incurred by the Association in

achi evi ng such recoveri es.

(c) In addition to the rights set forth in subparagraphs

(15)(a) and (b) of this Section, the Association has al

commpn | aw rights of subrogation and any other equitable or

| eqgal renedy that would have been available to the inpaired

or insolvent insurer or owner, beneficiary, or payee of a

policy or contract wth respect to the policy or contract

(including without limtation, in the case of a structured

settl enent annuity contract, any rights of the owner,

beneficiary, or payee of the annuity contract, to the extent

of benefits received pursuant to this Article, against a

person originally or by succession responsible for the | osses

arising fromthe personal injury relating to the annuity

contract or paynent therefor), excepting any such person

responsi bl e by reason of serving as an assi gnee in respect of

a qualified assi gnnent under United States |Internal Revenue

Code Section 130.

(d) If subparagraph (a), (b), or (c) of this paragraph

is invalid or ineffective with respect to any person or claim

for any reason, the anpunt payable by the Association wth

respect to the related covered obligations shall be reduced

by the anpunt realized by any other person wth respect to

the person or claimthat is attributable to the policies and

contracts (or portion thereof) covered by the Associ ati on.

(e) If the Association has provided benefits with
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respect to a covered obligation and a person recovers anounts

as to which the Association has rights as described in

subparagraph (a), (b), (c) or (d) of this paragraph, the

person shall pay to the Association the portion of the

recovery attributable to the policies and contracts (or

portion thereof) covered by the Associ ati on.

(16) €413) In addition to the rights and powers el sewhere

inthis Article, the Association nmay do any of the foll ow ng:

(a) Enter into such contracts as are necessary or proper
to carry out the provisions and purposes of this Article.:
(b) Sue or be sued, including taking any | egal actions

necessary or proper for recovery of any wunpaid assessnents

under Section 531.09 and to settle any litigation, any
threatened or potenti al litigation, and any clains or
pot enti al cl ai ns by or against the Association. The

Associ ation shall not be liable for punitive or exenplary
damages. ;:

(c) Borrow noney to effect the purposes of this Article.
Any not es or ot her evidence of indebtedness of the
Association not in default are legal investnments for donestic
insurers and may be carried as admtted assets.

(d) Enploy or retain such persons as are necessary or

appropriate to handle the financial transactions of the

Associ ation, and to performsuch other functions as becone
necessary or proper under this Article.

(e) Negotiate and contract W th any |iquidator,
rehabilitator, conservator, or ancillary receiver to carry
out the powers and duties of the Association.

(f) Take such legal action as mnmmy be necessary or

appropriate to avoid or _recover paynment of inproper clains.

(g) Exercise, for the purposes of this Article and to
the extent approved by the Director, the powers of a donestic
life or health insurer, but in no case nmay the Associ ation

i ssue insurance policies or annuity contracts other than
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those issued to performthe contractual obligations of the
i npai red or insolvent insurer.

(h) Exercise all the rights of the D rector wunder
Section 193(4) of this Code with respect to covered policies
after the Association becones obligated by statute.

(i) Request information from a person seeking coverage

fromthe Association in order to aid the Association in

determining its obligations under this Article with respect

to the person. The person shall promptly conply wth the

request as a condition precedent to the receipt of any right

or benefit conferred by this Article.

(]) Take other necessary or appropriate action to

di scharge its duties and obligations under this Article or to

exercise its powers under this Article.

(17)(a) At any tine wthin one year after the date on

whi ch the Associ ati on becones responsible for the obligations

of a nenber insurer (the coverage date), the Association nay

elect to succeed to the rights and obligations of the nenber

i nsurer that accrue on or after the coverage date and that

relate to policies and contracts covered (in whole or in

part) by the Association under any one or nore indemity

rei nsurance agreements entered into by the nenber insurer as

a ceding insurer and selected by the Association. However ,

the Association nay not exercise an election with respect to

a reinsurance agreenent if the receiver, rehabilitator, or

li qui dator of the nmenber insurer has previously and expressly

disaffirnmed the reinsurance agreenent. The el ection shall be

effected by a notice to the receiver, rehabilitator, or

liquidator and to the affected reinsurers. If the Associ ation

makes an election, subparagraphs (i) through (iv) of this

par agraph shall apply with respect to the agreenents sel ected

by the Associ ati on:

(i) The Association shall be responsible for all unpai d

premiuns due under the agreenents (for periods both before
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and after the coverage date) and shall be responsible for the

performance of all other obligations to be perforned after

the coverage date, in each case which relate to policies and

contracts covered (in whole or in part) by the Association.

The Association nay charge policies and contracts covered in

part by the Association, through reasonable al |l ocati on

met hods, t he costs for reinsurance in excess of the

obligations of the Associ ation.

(ii) The Association shall be entitled to any anmounts

payabl e by the reinsurer under the agreenents with respect to

losses or events that occur in periods after the coverage

date and that relate to policies and contracts covered by the

Associ ation (in whole or in part), provi ded that, upon

recei pt of any such anounts, the Associ ation shall be obliged

to pay to the beneficiary under the policy or contract on

account of which the anpbunts were paid a portion of the

anount equal to the excess of:

(A) the anpbunt received by the Associ ati on over

(B) the benefits paid by the Associ ati on on account

of the policy or contract Iless the retention of the

i mpai red or insolvent nenber insurer applicable to the

| 0ss or event.

(iii) Wthin 30 days followwng the Association's

el ection, the Association and each i ndemity reinsurer shal

calculate the net balance due to or fromthe Associ ation

under each reinsurance aqreenent as of the date of the

Associ ation's election, giving full credit to all itens paid

by either the nmenber insurer (or its receiver, rehabilitator,

or liguidator) or the indemmity reinsurer during the period

between the coverage date and the date of the Associ ation's

election. Either the Association or indemity reinsurer shal

pay the net bal ance due the other within 5 days after the

conpl eti on of t he cal cul ati on. | t he receiver,

rehabilitator, or liquidator has recei ved any anounts due the
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Associ ation pursuant to subpar agr aph (17)(a)(ii), t he

receiver, rehabilitator, or liguidator shall renit the same

to the Association as pronptly as practicabl e.

(iv) If the Association, within 60 days of the el ection,

pays the preniuns due for periods both before and after the

coverage date that relate to policies and contracts covered

by the Association (in whole or in part), the reinsurer shal

not be entitled to ternmnate the reinsurance agreenents

insofar as such agreenents relate to policies and contracts

covered by the Association (in whole or in part) and shal

not be entitled to set off any unpaid premi um due for periods

pri or to t he coverage date against anpunts due the

Associ ati on.

(b) In the event t he Associ ati on transfers its

obligations to another insurer, and if the Associ ati on and

the other insurer agree, the other insurer shall succeed to

t he ri ghts and obligations of the Association under

subparagraph (17)(a) of this Section effective as of the date

agreed upon by the Association and the other insurer and

regardl ess of whether the Associ ati on has nade the el ection

referred to in subparagraph (17)(a) provided that:

(i) the i ndemi ty rei nsur ance aqgreenents shal

autonatically termnate for new reinsurance unless the

indemmity reinsurer and the other insurer agree to the

(ii) the obli gati ons described in the proviso to

subparagraph (17)(a)(ii) of this Section shall no | onger

apply on and after the date the indemity reinsurance

agreenent is transferred to the third party insurer; and

(iii) this subparagraph (17)(b) shall not apply if the

Associ ati on has previously expressly determined in witing

that it wll not exercise the election referred to in

subpar agraph (17)(a) of this Section.

(c) The provisions of this par agr aph (17) shal
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supersede the provisions of any law of this State or of any

affected reinsurance agreenent that provides for or requires

any paynent of reinsurance proceeds, on account of | osses or

events that occur in periods after the coverage date, to the

receiver, i qui dat or, or rehabilitator of the insolvent

menber insurer. The receiver, rehabilitator, or |iquidator

shall remain entitled to any anmounts payable by the reinsurer

under the reinsurance agreenent with respect to |losses or

events that occur in periods prior to the coverage date

(subject to applicable setoff provisions).

(d) Except as otherwise expressly provided in this

par agraph (17), nothing herein shall alter or nodify the

terns  and conditions of the indemity reinsurance agreenents

of the insolvent nenber insurer. Not hi ng herein shal

abrogate or limt any rights of any reinsurer to claimthat

it is entitled to rescind a reinsurance agreenent.

Not hi ng herein shall give a policy or contract owner or

beneficiary an independent cause of action against an

indemmity reinsurer that is not otherwise set forth in the

i ndemi ty rei nsurance agreenent. (414)--Wth--respect--to

cover ed- pol i et es-for-whi eh-t he- Assoet at t on- becones- - obl | gat ed
after--an-entry-of-an-order-of -l qui dati on-or-rehabtlitation;
t he- Assoct att on- ray- el ect -t o- sueceeed-to--the--rights--of--the
tnselvent--insurer--arising--after--the--date-of-the-order-of
igut datton--or--rehabilitation---under---any---contract---of
Fet Asur anee- -t o- -wht eh--the-t nsol vent -t Asurer-was-a-party;-te
t he- extent -t hat - sueh- contr act - pr ovi des- - eoverage--for- -} osses
oceurfing--after--the--date--of--the--order-of -+ quit datt on-or
Fehabtlttatton:--As-a-conditton-to-nmaking-this-electton;--the
Assoct att on- - Aust - - pay- - prent uns- -for- - coverage--relating--to
pertods--after--the--date--of--the--order--of--|tquitdatton-or
Fehabtlitatton:

(18) The Association nay join an organi zation of one or

nore other state associations of simlar purposes to further
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t he purposes and adninister the powers and duties of the

Associ ati on.

(19) The board of directors of the Association shal

have di scretion and nmay exerci se reasonabl e busi ness judgnent

to determine the neans by which the Association is to provide

the benefits of this Article in an econoni cal and efficient

(20) Wiere the Association has arranged or offered to

provide the benefits of this Article to a covered person

under a plan or arrangenent that fulfills the Association's

obligations under this Article, the person shall not be

entitled to benefits fromthe Association in addition to or

ot her than those provided under the plan or arrangenent.

(21) Venue in a suit against the Association arising

under this Article shall be in Cook County. The Associ ation

shall not be required to give an appeal bond in any case or

proceeding that arises fromor is based in whole or in part

on clains or other rights asserted under this Article.

(22) In carrying out its duties in connection wth

guaranteeing, assunmng, or reinsuring policies or contracts

under this Section, the Association may, subject to approval

of the Director or the receivership court, issue substitute

coverage for a policy or contract that provides an interest

rate, crediting rate, or sinmlar factor deterni ned by use of

an index or other external reference stated in the policy or

contract enployed in calculating returns or changes in val ue

by issuing an alternative policy or contract in accordance

with the foll owi ng provisions:

(a) in lieu of the index or other external reference

provided for in the original policy or contract, t he

alternative policy or contract provides for (i) a fixed

interest rate, (ii) paynent of dividends wth m ni num

guarantees, or (iii) a different nethod for calculating

i nterest or changes in val ue;
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(b) there is no requi renent f or evi dence of

insurability, waiting period, or other exclusion that would

not have applied under the replaced policy or contract; and

(c) the alternative policy or contract is substantially

simlar to the replaced policy or contract in all other

material terns.

(Source: P.A 86-753.)

(215 I1LCS 5/531.09) (from Ch. 73, par. 1065.80-9)

Sec. 531.09. Assessnents.

(1) For the purpose of providing the funds necessary to
carry out the powers and duties of the Association, the board
of directors shall assess the nenber insurers, separately for

each account and subaccount, at such tinmes and for such

anopunts as the board finds necessary. Assessnents shall be
due not less than 30 days after witten notice to the nenber
insurers and shall accrue interest fromthe due date the rate

of 10% per annum at - sueh- - adjf ust ed--rate--as--ts--established

under - - Seet t on- - 6621- - of - Chapt er - 26- of - t he- Uni t ed- St at es- Code
and such interest shall be conpounded daily.
(2) There shall be 2 classes of assessnents, as foll ows:

(a) Cdass A assessnents shall be authorized and called

rade for the purpose of neeting admnistrative costs and
ot her general expenses and-exant nattons- eonduct ed- - under - - t he
authority--of--the--brreector--under-subsectt on-(5)- of - Seeti on

531-12. dC ass A assessnents may be authorized and called

whether or not related to a particular inpaired or insolvent

i nsur er.

(b) dass B assessnents shall be authorized and called

rade to the extent necessary to carry out the powers and
duties of the Association under Section 531.08 with regard to
an inpaired or an insolvent denestte insurer of--tnselvent
foretgn-or-alten-tAsurers.

(3) (a) The amount of any Cass A assessnent shall be
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determined by the board of directors Beard and may be

authorized and called rmde on a pro-rata or non-pro rata

basis. W=th respect to any pro rata C ass A assessnent, the

board nmy provide that no nenber insurer shall be assessed

less than $100 as its shar e of such assessnent,

notwi thstanding that such assessment is pro rata. The board

may provide that any pro rata assessment shall be credited

agai nst future C ass B assessnents. The total of all non-pro

rata Sueh assessnents shall be in an anpunt determ ned by the

board, but shall not exceed $500 $200 per company in any one

cal endar year. The anount of any Cl ass B assessnent shall be
al l ocated for assessnent purposes anpong the accounts and
subaccounts pursuant to an allocation formula which nmay be
based on the premuns or reserves of the inpaired or
i nsolvent insurer or any other standard deened by the board
inits sole discretion as being fair and reasonabl e under the
ci rcunst ances.

(b) dass B assessnents agai nst nmenber insurers for each
account and subaccount shall be in the proportion that the
prem uns received on business in this State by each assessed
menber insurer on policies or contracts covered by each
account or subaccount for the three nobst recent calendar
years for which information is avail able preceding the year
in which the insurer becane inpaired or insolvent, as the
case may be, bears to such prem uns received on business in
this State for such calendar years by all assessed nenber

i nsurers. To the extent that any federal or state | aw

prohibits or preenpts the Association from naki ng assessnents

on the basis of any such premuns, assessnents under this

subparagraph shall be nmade on the basis of all such preniuns

not subject to any prohibitions or preenption, and the

assessnent nethod set forth in this subparagraph shall not be

rendered invalid by any such prohibitions or preenption.

(c) Assessnments for funds to neet the requirenents of
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the Association with respect to an inpaired or insolvent

insurer shall not be authorized or called rmade until the

board in its judgnent deternines that such authorization or

When in the judgnent of the board an assessnent wll be

necessary to inplenent the purposes of this Article, the

board nmay authorize a future assessnment, to becone effective

after a nenber insurer has becone an inpaired or insolvent

i nsurer, and such assessnent shall not be invalid because the

menber insurer was not an inpaired or insolvent insurer at

t he time the board authorized such future assessnent.

Cl assification of assessnments under paragraph subseetton (2)

of this Section and conputations of assessnents under this

par agr aph (3) subseetion shall be nmade wth a reasonable

degree of accuracy, recogni zing that exact determ nations nmay

not always be possible. The Association shall notify each

menber insurer of its anticipated pro rata share of an

authori zed assessnent not vet called within 180 days after

the assessnent is authori zed.

(4) The Association may abate or defer, in whole or in
part, the assessnent of a nmenber insurer if, in the opinion
of the board, paynent of the assessnent would endanger the
ability of the menber insurer to fulfill its contractua

obligations. |In the event an assessnent against a nenber

insurer is abated or deferred, in whole or in part, because

of the limtations set forth in this paragraph (4), the

anmount by which such assessnent is abated or deferred, nay be

assessed against the other nmenber insurers in a nanner

consistent with the basis for assessnents set forth in this

Section 531.09. Once the conditions that caused a deferral

have been renoved or rectified, the nenber insurer shall pay

all assessnents that were deferred pursuant to a repaynent

plan approved by the Association The---total---of---alt

assessAent s- - Upon- - a- - renber -t nsurer-for-the-tife-and-annuity
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aceount - and- f or - each- subaecount - t her eunder - may- not - t n- any- one
cal endar - year - exeeed- 2% and- f or - t he- heal t h- aceount - may-net -t n
any- one- cal endar - year - exeeed- 2% - of - - sueh- -t nsurer - s- - aver age
prent uns- recetved-t n-this- St at e- on-t he- pol i et es- and-contraets
covered- - by- -t he--aceount - - or - - subaceount - - dur i ng- -t he- -t hree
cal endar - year s- pr ecedt ng-t he-year - + n- whi €h-t he-t Asur er - becane
an---tnapatred---or--inseolvent--insurer----1f--a--one--perecent
assessnaent - f or - any- subaceount - of -t he- L t f e- and- annui t y- acecount
b A- any- one- year - does- net - - pr ovi de- - an- - appbunt - -suffietent--to
carry--out--the--responsibilities--of--the--Assoctatton;-then
pur suant -t o- subsectt on--3{b);--the--board--shall--acecess--al}
subaceounts- of -t he-l i fe- and- annui ty- aceount - f or - t he- necessary
addi t t onal - - anpunt ; - - subject--to- -t he-- raxi rum st ated-tn-thi s
subseett on.

(5 (a)(i) Subject to the provisions of par agr aph

(5)(a)(ii) of this Section, the total of all assessments upon

a nenber insurer for the life and annuity account and for

each subaccount thereunder nay not in any one calendar vear

exceed 2% and for the health account nmay not in any one

cal endar year exceed 2% of such insurer's average preniuns

received in this State on the policies and contracts covered

by the account or subaccount during the 3 calendar vyears

preceding the year in which the insurer becane an inpaired or

i nsol vent i nsurer.

(ii) If 2 or nore assessnents are authorized in one

cal endar year with respect to insurers that beconme inpaired

insurers or insolvent insurers in different cal endar years,

t he average annual premuns for purposes of the aggregate

assessnent percentage linmtation referenced in subparagraph

(5)(a)(i) of this Section shall be equal and linmted to the

hi gher of the 3-year average annual premiuns for the

appli cabl e subaccount or account as calculated pursuant to

this Section. In--the--event-an-assessfent-agat Ast - a- rerber

tAsur er -t s-abat ed; - or- deferred; -t n-whol e-or -t n- part; - - because


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

-42- LRB093 08006 JLS 08204 b

of--the--limtattons--set--forth--in--subsection--(4)-of-this
Sect t on-t he- anpunt - by- whit eh- - sueh- - assesspnent - -+ s- - abat ed- - or
def erred; - - may- - be- assessed- agat nst - t he- ot her - nenber -+ ASUrers
I - a- manner - const stent-wi t h-t he- - basi s--f or - - assesspent s- - set
forth-in-this-Seetton-

(ii1) If funds available from assessnents, investnent

i ncone, recoveries of estate assets, or other recoveries are

insufficient to the--maxtum -assessaent;-together-wkth-the

ot her - assets- of -t he- Assoct att on-+ n- et t her - aceount ; - - does- - pot
provi de in any one year 1in either account an anount
sufficient to carry out the responsibilities of t he
Associ ation, the necessary additional funds may be assessed
as soon thereafter as permtted by this Article.

(iv) |If the maxi mum assessnent for any subaccount of the

life and annuity account in any one year does not provide an

anmount sufficient to carry out the responsibilities of the

Associ ation, then pursuant to subparagraph (3)(b) of this

Section 531.09, the board shall access all subaccounts of the

life and annuity account for the necessary additional anmount,

subject to the maxinum stated in this paragraph (5).

(6) The board may provide in the plan of operation a
met hod of allocating funds anong clains, whether relating to
one or nore inpaired or insolvent insurers, when the maxi num
assessnment wll be insufficient to cover anticipated clains.

(7) €6 The board may, by an equitable nethod as
established in the plan of operation, refund to nenber
insurers, in proportion to the contribution of each insurer
to that account, the anobunt by which the assets of the
account exceed the amount the board finds is necessary to
carry out during--the--contng--year the obligations of the
Association with regard to that account, including assets

accruing from assignnent, subrogation, net realized gains,

and incone frominvestnents. A reasonable anmount may be

retained in any account to provide funds for the continuing
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expenses of the Association and for future clains }esses--t#

Fefunds-are-tapractieal.

(8) €7) Unless ot herw se det er mi ned by the board

pursuant to subdivision 531.09(3)(c), an assessnent is deened

to occur on the date wupon which the board votes such
assessnent. The board may defer calling the paynment of the
assessnent or may call for paynent in one or nor e
i nstal | nents.

(9) €8) It IS proper for any nenber insurer, in
determining its premumrates and policyowner dividends as to
any kind of insurance within the scope of this Article, to
consi der t he anount reasonably necessary to neet its
assessnent obligations under this Article.

(10) €9) The Association nust 1issue to each insurer

payi ng an a- € ass-B assessnment under this Article, other than

a Cass A assessnent, a certificate of contribution, in a

formacceptable to the Director, for the anpbunt of the
assessnment so paid. Al outstanding certificates are of
equal dignity and priority without reference to anounts or
dates of issue. A certificate of contribution may be shown
by the insurer inits financial statenent as an asset in such
formand for such anmount, if any, and period of tine as the
Director nay approve, provided the insurer shall in any event
at its option have the right to show a certificate of
contribution as an admtted asset at percentages of the
original face amount for cal endar years as foll ows:

100% for the cal endar year after the year of issuance;

80% for the second calendar year after the year of
I ssuance,

60% for the third calendar year after the year of
I ssuance,

40% for the fourth calendar vyear after the year of
I ssuance,

20% for the fifth calendar year after the year of
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i ssuance.

(11) The Association may request information from menber

insurers in order to aid in the exercise of its power under

Section 531.09 and nenber insurers shall pronptly conply with

such a request.

(Source: P.A 86-753.)

(215 ILCS 5/531.10) (from Ch. 73, par. 1065.80-10)

Sec. 531.10. Plan of Operation.)

(1) (a) The Association nust submt to the Drector a
plan of operation and any anendnments thereto necessary or
suitable to assure the fair, reasonable, and equitable
adm ni stration of the Association. The plan of operation and
any anendnments thereto becone effective wupon approval in
witing by the Drector.

(b) If the Association fails to submt a suitable plan
of operation wthin 180 days followi ng the effective date of
this Article or if at any tine thereafter the Association
fails to submt suitable anendnents to the plan, the Director
may, after notice and hearing, adopt and promulgate such
reasonable rules as are necessary or advisable to effectuate
the provisions of this Article. Such rules are in force until
nmodi fied by the Director or superseded by a plan submtted by
the Associ ation and approved by the Director.

(2) Al menber insurers nust conply with the plan of
oper ati on.

(3) The pl an of operation nust, in addition to
requi renents enunerated el sewhere in this Article:

(a) Establish procedures for handling the assets of the
Associ ati on;

(b) Establish the anpbunt and nethod of reinbursing
menbers of the board of directors under Section 531.07;

(c) Establish regular places and tines for neetings,

including telephone conference calls, of the board of
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di rectors;

(d) Establish procedures for records to be kept of al
financial transactions of the Association, its agents, and
the board of directors;

(e) Establish the procedures whereby selections for the
board of directors wll be nmde and submtted to the
Director;

(f) Establish any additional procedures for assessnents
under Section 531.09; and

(g) Contain additional provisions necessary or proper
for the execution of +the powers and duties of t he
Associ ati on.

(4) The plan of operation shall establish a procedure
for protest by any nenber insurer of assessnents nmade by the
Association pursuant to Section 531.09. Such procedures
shall require that:

(a) Any nmenber insurer that wishes to protest all or any
part of an assessnent for any year shall first pay the ful
anmount of the assessnent as set forth in the notice provided

by the Association. The paynent shall be available and may

be used to neet Association obligations during the pendency

of the protest and any subsequent appeal. Such paynents

shall be acconpanied by a statenent in witing that the
paynment is mnmade under protest, setting forth a bri ef
statenent of the ground for the protest. The-Assectatton
shal | - heol d- sueh- - payrents--t n--a--separate--interest--beartng
aceount -

(b) Wthin 60 30 days following the paynent of an
assessnent under protest by any protesting nenber insurer,
the Association nust notify the nmenber insurer in witing of

its final decision determnation Wwith respect to the protest

unless the Association notifies the nenber that additional
time is required to resolve the issues raised by the protest.

(c) Wthin 30 days after a final decision has been nade,



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

- 46- LRB093 08006 JLS 08204 b

the Associ ation shall notify the protesting menber insurer in

witing of that final decision. In-the-event-the-Assoctatton

deter nt nes-that -t he- protestt ng- renrber-tnsurer-is-entitled--to
a- - refund; - sueh- ref und- shal | - be- rade- wt t hi h- 30- days-f ol | ot ng
t he- dat e- upon- whi eh- t he- Assoct at t on- makes-+ t s- det er i pat + on-

(d) The final decision of the Association wth respect
to a protest may be appealed to the Director pursuant to
Section 531.11(3).

(e) Inthe alternative to rendering a decision wth
respect to any protest based on a question regarding the
assessnment base, the Association may refer such protests to
t he Di rector for final decision, wth or wthout a

recommendati on fromthe Associ ati on

(f) In the event the Association determnes, or on

appeal of the Association's decision it is determ ned, that

the protesting nenber insurer is entitled to a refund of al

or a portion of the anpunt paid under protest, such refund

shall be nade to the protesting nenber insurer. | nterest on

any refund due a protesting menber insurer shall be paid at

the rate actually earned by the Association. Interest-on-any

Fef und- due- a- pr ot est t ng- renber -t nsurer-shal | - be-pat d--at--the
Fate--actually--earned--by--the--Assoectatton--on-the-separate
acecount :

(5) The plan of operation may provide that any or al
powers and duties of the Association, except those under

par agraph-{€)--of - -subseetton--¢(10) subdivision (16)(c) of

Section 531.08 and Section 531.09 are delegated to a
corporation, association or ot her or gani zati on whi ch
performs or wll performfunctions simlar to those of this
Association, or its equivalent, in 2 or nore states. Such a
corporation, association or organization shall be reinbursed
for any paynents nade on behalf of the Association and shal

be paid for its performance of any function of the

Associ ation. A del egation under this subsection shall take
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effect only wth the approval of both the board of directors
and the Director, and nay be nmade only to a corporation,
association or organization which extends protection not
substantially | ess favorable and effective than that provided

(Source: P.A 84-1035.)

(215 ILCS 5/531.11) (fromCh. 73, par. 1065.80-11)

Sec. 531.11. Duties and powers of the Director. I n
addition to the duties and powers enunerated el sewhere in
this Article:

(1) The Director nust:

(a) Upon request of the board of directors, provide
the Association with a statenent of the premiuns in the
appropriate accounts for each nenber insurer

(b) notify the board of directors of the existence
of an inpaired or insolvent insurer not later than 3 days
after a determnation of inpairnment or insolvency is nmade
or when the Director receives notice of inpairnment or
i nsol vency.

(c) give notice to an inpaired insurer as required
by Sections 34 or 60. Notice to the inpaired insurer
shal |l constitute notice to its shareholders, if any.

(d) In any liquidation or rehabilitation proceedi ng
i nvol vi ng a donestic insurer, be appointed as the
liquidator or rehabilitator. If a foreign or alien
menber insurer is subject to a liquidation proceeding in
its domciliary jurisdiction or state of entry, the
Director shall be appointed conservator.

(2) The Director may suspend or revoke, after notice and
hearing, the <certificate of authority to transact insurance
inthis State of any nmenber insurer which fails to pay an
assessnment when due or fails to conply with the plan of

oper ati on. As an alternative the Director may levy a
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forfeiture on any nenber insurer which fails to pay an
assessnment when due. Such forfeiture may not exceed 5% of
the unpai d assessnent per nonth, but no forfeiture my be
| ess than $100 per nont h.

(3) Any final decision or action of the board of

directors or the Association may be appealed to the Director
by any nenber insurer or any other person adversely affected
by such action if such appeal is taken within 30 days of the

deci sion or action being appealed. Any final action or order

of the Director is subject to judicial reviewin a court of

conpetent jurisdiction. An action or order of the Director

may be final and subject to judicial review even if the

aqqrieved party seeking judicial review has not sought

reconsi deration or rehearing by the Director.

(4) The liquidator, rehabilitator, or conservator of any
inpaired insurer may notify all interested persons of the
effect of this Article.

(Source: P.A 89-97, eff. 7-7-95.)

(215 ILCS 5/531.12) (fromCh. 73, par. 1065.80-12)

Sec. 531.12. Prevention of Insolvencies. To aid in the
det ection and prevention of i nsurer insolvencies or
i npai rment s:

(1) It shall be the duty of the Director:

(a) To notify the comm ssioners of all other states,
territories of the United States, and the D strict of
Colunbia when he or she takes any of the follow ng actions
agai nst a nenber insurer:

(1) revocation of license;

(1i) suspension of |icense;

(ti1) makes any formal order except for an order issued
pursuant to Article XiI 1/2 of this Code that such conpany

restrict its premumwiting, obtain additional contributions

to surplus, withdraw fromthe State, reinsure all or any part
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of its business, or increase capital, surplus or any other
account for the security of policyholders or creditors.

Sueh--notiece--shall--be--transmtted-to-all-connt ssioners
wt t hi n- 30- days- f ol | owt ng-t he-acti on--taken--or--the--date--on
whi eh-t he- act t on- oceurs-

(b) To report to the board of directors when he or she
has taken any of the actions set forth in subparagraph (a) of
this paragraph or has received a report from any other
comm ssioner indicating that any such action has been taken
in another state. Such report to the board of directors
shall contain all significant details of the action taken or
the report received from anot her conm ssi oner.

(2) The Director may seek the advice and recommendati ons
of the board of directors concerning any matter affecting the
Director's his duties and responsibilities regarding the
financial condition of menber conpani es and conpani es seeking
adm ssion to transact insurance business in this State.

(3) The board of directors may, upon majority vote, make
reports and recommendations to the Director upon any matter
germane to the liquidation, rehabilitation or conservation of
any nenber insurer. Such reports and recommendations shal
not be consi dered public docunents.

(4) The board of directors nmay, upon majority vote, make
recommendat i ons to the Director for the detection and
prevention of insurer insolvencies.

(5) The board of directors nmay shalt, at the concl usion
of any insurer insolvency in which the Association was
obligated to pay covered clains prepare a report to the
Director containing such information as it may have in its
possession bearing on the history and causes of such
i nsol vency. The Dboard shall cooperate wth the boards of
directors of guaranty associations in other states in
preparing a report on the history and causes for insolvency

of a particular insurer, and nay adopt by reference any
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report prepared by such other associations.

(Source: P.A 86-753.)

(215 ILCS 5/531.14) (fromCh. 73, par. 1065. 80-14)

Sec. 531.14. M scellaneous Provisions.) (1) Nothing in
this Article my be construed to reduce the liability for
unpai d assessnments of the insured of an inpaired or insolvent
i nsurer operating under a plan with assessnent liability.

(2) No nenmber insurer may voluntarily withdraw fromthis

State or liquidate its property, business, and affairs, and

no such voluntary withdrawal or voluntary |iquidation shal

be effective, wuntil such nenber insurer has paid al

aut hori zed assessnents, whether called or uncalled, for which

it is liable under this Article.

(3) €2) Records nust be kept of all neetings of the

board of directors negettattons-and--neettngs--+n--whieh--the

Assoctatton--oF--tts--representatives-are-tnvelved to di scuss
the activities of the Association in carrying out its powers

and duties wunder Section 531.08. The records of the

Association wth respect to an inpaired or insolvent insurer

may be nade public only (a) upon the order of the Director or

a court of conpetent jurisdiction or upon a determ nation by

the board, and (b) during the pendency Reecords-of-sueh

negott at t ons- or - feet t ngs- nmay- be- nmade- - publ i e- - onl y- - upon- - t he
termpation of a liquidation, rehabilitation, or conservation
proceeding involving the inpaired or insolvent insurer, upon

a showi ng of conmpelling circunstances the-terntnation-of--the

b pat F rent - - of - - t nsel veney- of - t he- t nsur ef ; - oF - - upon- t he- or der
of-a--court--of--conpetent--jurisdietion. Nothing in this
paragraph (3) €2) Ilimts the duty of the Association to
render a report of its activities under Section 531.15.

(4) €3) For the purpose of carrying out its obligations
under this Article, the Association is deened to be a

creditor of the inpaired or insolvent insurer to the extent
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of assets attributable to covered policies reduced by any
anopunts to which the Association is entitled as subrogee
(under paragraph (15) ¢8) of Section 531.08). All assets of
the inpaired or insolvent insurer attributable to covered
policies nmust be wused to continue all covered policies and
pay all contractual obligations of the inpaired insurer as
required by this Article. "Assets attributable to covered
policies", as wused in this paragraph (4) €¢3), 1is that
proportion of the assets which the reserves that should have
been established for such policies bear to the reserves
Feserve that shoul d have been established for all policies of

i nsurance witten by the inpaired or insolvent insurer.

(5) As a creditor of the inpaired or insolvent insurer

as established in paragraph (4) of this Section 531.14 and

par agr aph (15) of Section 531.08 and consistent wth

paragraph (2) of Section 205 of the Code and sinmlar

provi sions under the laws of other states, the Association

and other simlar associations shall be entitled to receive

di sbursenents of assets out of the marshal ed assets fromtine

to tine as the assets beconme avail abl e. If the 1iquidator

has not, wthin 120 days of a final determ nati on of

insolvency of an insurer by the receivership court, nade an

application to the court for the approval of a proposal to

di sburse assets out of narshaled assets to qguaranty

associ ations having obligations because of the insolvency,

then the Association shall be entitled to make application to

the receivership court for approval of its own proposal to

di sburse these assets.

(6) €4) (a) Prior to the termnation of any |iquidation,
rehabilitation, or conservation proceeding, the court may
take into consideration the contributions of the respective
parties, including the Association, the shareholders and the

policy and contract owners peolieyowners of the inpaired or

i nsol vent insurer, and any other party wth a bona fide
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i nterest, in making an equitable distribution of the
ownership rights of such inpaired or insolvent insurer. I n
such a determi nation, consideration nust be given to the

wel fare of t he policy owner s and contract owner s

poel t eyhel ders of the continuing or successor insurer.

(b) No distribution to stockholders, if any, of an
impaired or insolvent insurer may be made wuntil and unless
the total amount of valid clains of the Association for funds
expended in carrying out its powers and duties under Section
531.08, wth respect to such insurer have been fully
recovered by the Associ ation.

(7) €5y (a) |If an or der for i qui dation or
rehabilitation of an insurer domciled in this State has been
entered, the receiver appointed under such order has a right
to recover on behalf of the insurer, fromany affiliate that
controlled it, the amount of distributions, other than stock
dividends paid by the insurer on its capital stock, made at
any tinme during the 5 years preceding the petition for
liquidation or rehabilitation subject to the limtations of

subpar agr aphs paragraphs (b) to (d) of this paragraph (7).

(b) No such dividend is recoverable if the insurer shows
that when paid the distribution was |awful and reasonabl e,
and that the insurer did not know and coul d not reasonably
have known that the distribution mght adversely affect the
ability of t he i nsurer to fulfill its contractua
obl i gati ons.

(c) Any person who was as an affiliate that controlled
the insurer at the time the distributions were paid is |liable

up to the anount of distributions such person he received.

Any person who was an affiliate that controlled the insurer
at the tinme the distributions were declared, is |liable up to

the anmpbunt of distributions such person he wuld have

received if they had been paid i medi ately. If 2 or nore

persons are liable wth respect to the sanme distributions,
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they are jointly and severally |iable.

(d) The maxi mum anmount recoverable under this paragraph

(7) subseetton--(5) of this Section is the anobunt needed in
excess of all other available assets of the insolvent insurer
to pay the contractual obligations of the insolvent insurer.

(e) |If any person liable wunder subparagraph paragraph

(c) of this paragraph (7) subseetton-{(5) of this Section is

insolvent, all its affiliates that controlled it at the tine
the dividend was paid are jointly and severally liable for
any resulting deficiency in the anount recovered from the
i nsolvent affiliate.

(Source: P.A 81-899.)

(215 ILCS 5/531.15) (from Ch. 73, par. 1065.80-15)

Sec. 531.15. Examnation of the Association. Annual
Report. The Association shall be subject to exam nation and
regulation by the Director. The board of directors nust
submt to the Director, not later than the first day of the
fifth nmonth followwng the end of the Association's fisca
year, a financial report for such fiscal year in a form
acceptable to the Director and a report of its activities

during such fiscal year. Upon the request of a nenber

i nsurer, the Associ ation shall provide the nenber with a copy

of the report.

(Source: P.A 86-753.)

(215 ILCS 5/531.17) (fromCh. 73, par. 1065.80-17)

Sec. 531.17. | munity.) There is no liability on the
part of and no cause of action of any nature may arise
against any nenber insurer or its agents or enployees, the
Association or its agents or enployees, nenbers of the board

of directors or their representatives or alternate

representatives, or the Director or the D rector's hts

representatives; for any decision or action taken or om ssion
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made by themin the performance of their powers and duties

under this Article. Wthout Jlimtation, the Association

shall be imune fromany <claim that any onission by the

Associ ati on or any action of the Association, taken

separately or in concert with the Director in any of his or

her capacities, has caused |loss or any other injury to any

impaired insurer or any insolvent insurer. |Immunity shal

extend to the Association's participation in any organi zati on

of one or nore other state associations of simlar purposes

and to any such organi zation and its agents or enpl oyees.

(Source: P.A 81-899.)

(215 ILCS 5/531.19) (fromCh. 73, par. 1065.80-19)

Sec. 531.19. Prohibited advertisenent of action of the
} nsur anee- Guaranty Association in sale of insurance.

(a) No person, including an insurer, agent or affiliate
of an insurer shall nmake, publish, dissemnate, circul ate, or
pl ace before the public, or cause directly or indirectly, to
be made, published, dissem nated, circulated or placed before
the public, in any newspaper, magazi ne or other publication,
or inthe formof a notice, circular, panphlet, letter or
poster, or over any radio station or television station, or
in any other way, any advertisenent, announcenment or
statenent, witten or oral, which uses the existence of the
} nsur anee- Guaranty Association ef-this-State for the purpose
of sales, solicitation or inducenent to purchase any form of
i nsurance covered by this Article; provided, however, that
this Section shall not apply to the ttlinets-Life-and-Health
Guaranty Association or any other entity which does not sel
or solicit insurance.

(b) Wthin 180 days of August 16, 1993, the Associ ation
shal | prepare a summary docunent describing the general
pur poses and current limtations of this Article and

conplying with subsection (c). This docunent shall be
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submtted to the Director for approval. Sixty days after
receiving approval, no insurer may deliver a policy or
contract described in subparagraph (2)(a) of paragraph-{2)-ef
Section 531.03 and not excluded under subparagraph (2)(b) of
that Section to a policy or contract owner helder unless the

docunent is delivered to the policy or contract owner helder
prior to or at the time of delivery of the policy or
contract. The docunent should al so be avail abl e upon request

by a policy or contract owner pol t eyheol der. The

distribution, delivery, or contents or interpretation of this
docunent shall not nean that weither the policy or the
contract or the holder thereof would be covered in the event
of the inpairnment or insolvency of a nenber insurer. The
description docunent shall be revised by the Association as
amendnents to this Article may require. Failure to receive
this docunent does not give the policy or pelieyholder;

contract owner helder, <certificate holder, or insured any
greater rights than those stated in this Article.

(c) The docunent prepared under subsection (b) shal
contain a clear and conspicuous disclainer on its face. The
Director shall pronmulgate a rule establishing the form and
content of the disclainmer. The disclainmer shall:

(1) State the nanme and address of the Illinois Life
and Health |Insurance GGuaranty Association and of the
Depart nent .

(2) Promnently warn the policy or contract owner

holder that the Illlinois Life and Health |nsurance

Guaranty Associ ation may not cover the policy or contract

or, if coverage is available, it wll be subject to
substantial limtations and exclusions and conditioned on
continued residence in the State.

(3) State that the insurer and its agents are
prohibited by law from using the existence of the

I[Ilinois Life and Health Insurance Guaranty Associ ation
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for the purpose of sales, solicitation, or inducement to
purchase any form of insurance.
(4) Enphasize that the policy or contract owner

hel der should not rely on coverage under the |1llinois
Life and Health Insurance Guaranty Associ ati on Law when
sel ecting an insurer.

(5) Set forth the nane, address, and a toll-free

t el ephone  nunber of the insurer along with a statenent

that the policy or contract owner should direct inquiries

or conmments to the insurer at such address or tel ephone

(6) €5) Provide other information as directed by
the Director.

(d) (Bl ank).

(Source: P.A  88-364; 88-627, eff. 9-9-94; 89-97, eff.
7-7-95.)

Section 99. Effective date. This Act takes effect on

January 1, 2004.
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