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AN ACT in relation to insurance.

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

changi ng Section 531.08 as foll ows:

(215 I1LCS 5/531.08) (from Ch. 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 a donestic insurer is an inpaired insurer, the
Association may, subject to any conditions inposed by the
Associ ation other than those which inpair the contractua
obligations of the inpaired insurer, and approved by the
inpaired insurer and the Director:

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

(b) Provide such nonies, pledges, notes, guarantees, or
other neans as are proper to effectuate paragraph (a), and
assure paynent of the contractual obligations of the inpaired
i nsurer pending action under paragraph (a);

(c) Loan noney to the inpaired insurer;

(2) If a donestic, foreign, or alien insurer is an
insolvent insurer, the Association shall, subject to the
approval of the D rector;

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

(i1) Assure paynent of the contractual obligations of
the insolvent insurer to covered persons;

(iii1) Provide such nonies, pledges, notes, guaranties,
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or other nmeans as are reasonably necessary to discharge such
duties; or

(b) with respect to only Ilife and health insurance
policies, provide benefits and coverages in accordance wth
Section 531.08(3).

(c) Provided however that this subsection (2) shall not
apply when the Director has determned that the foreign or
alien 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 in a tinely manner.

(3) When proceeding under subparagraph (2)(b) of this
Section the Association shall, with respect to only life and
heal t h i nsurance poli cies:

(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
of the insolvent insurer, for clains incurred:

(1) with respect to group policies, not later than the
earlier of the next renewal date wunder such policies or
contracts or sixty days, but in no event less than thirty
days, after the date on which the Association becones
obligated with respect to such policies;

(1i) wth respect to non-group policies, not later than
the earlier of the next renewal date (if any) under such
policies or one year, but in no event less than thirty days,
fromthe date on which the Associ ation becones obligated with
respect to such policies;

(b) make diligent efforts to provide all known insureds
or group policyholders with respect to group policies thirty
days notice of the termnation of the benefits provided; and

(c) with respect to non-group policies, nake avail abl e
to each known insured, or owner if other than the insured,

and with respect to an individual formerly insured under a
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group policy who is not eligible for replacenment group
coverage, nmake avail abl e substitute coverage on an individual
basis in accordance wth the provisions of subparagraph
(3)(d) of this Section, if the insureds had a right under |aw
or the termnated policy to convert coverage to individual
coverage or to continue a non-group policy in force until a
specified age or for a specified tinme, during which the
insurer has no right wunilaterally to nmake changes in any
provi sion of the policy or had a right only to nmake 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.

(i) Aternative or reissued policies shall be offered
w thout requiring evidence of insurability, and shall not
provide for any waiting period or exclusion that would not
have applied under the term nated policy.

(ti1) The Association may reinsure any alternative or
rei ssued policy.

(e)(i) Alternative policies adopted by the Association
shall be subject to the approval of the Director. The
Associ ation may adopt alternative policies of various types
for future insurance wthout regard to any particular
i npai rment or insol vency.

(i) Aternative policies shall <contain at |east the
m ni mum statutory provisions required in this State and
provi de benefits that shall not be unreasonable in relation
to the premum charged. The Association shall set the
premumin accordance with a table of rates which it shal
adopt . The prem um shall reflect the anmount of insurance to
be provided and the age and class of risk of each insured,
but shall not reflect any changes in the health of the

insured after the original policy was | ast underwitten.
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(ti1) Any alternative policy issued by the Association
shall provide coverage of a type simlar to that of the
policy issued by the inpaired or insolvent insurer, as
determ ned by the Associ ati on.

(f) If the Association elects to reissue termnated
coverage at a premumrate different fromthat charged under
the termnated policy, the premum shall be set by the
Association in accordance wth the anount of insurance
provi ded and the age and class of risk, subject to approval
of the Director or by a court of conpetent jurisdiction.

(g) The Associ ation's obligations wth respect to
coverage under any policy of the inpaired or insolvent
insurer or under any reissued or alternative policy shal
cease on the date such coverage or policy is replaced by
another simlar policy by the policyhol der, the insured, or
t he 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
consistent wth subparagraph (2)(b)(iii)(B) of Section
531. 03.

(5 Nonpaynment of premuns thirty-one days after the
date required under the terns of any guaranteed, assuned,
alternative or reissued policy or contract or substitute
coverage shall termnate the Association's obligations under
such policy or coverage under this Act with respect to such
policy or coverage, except wth respect to any clains
incurred or any net cash surrender value which may be due in
accordance wth the provisions of this Act.

(6) Premuns due for coverage after entry of an order of
liquidation of an insolvent insurer shall belong to and be
payable at the direction of the Association, and t he

Association shall be liable for unearned prem uns due to
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policy or contract owners arising after the entry of such
order.

(7) (a) In carrying out its duties under subsection (2),
permanent policy liens, or contract |liens, may be inposed in
connection wwth any guarantee, assunption or reinsurance
agreenent, if the court:

(1) Finds that the amounts which can be assessed under
this Act are less than the anounts needed to assure full and
pronpt performance of the insolvent insurer's contractua
obligations, or that the economc or financial conditions as
they affect menber insurers are sufficiently adverse to
render the inposition of policy or contract liens, to be in
the public interest; and

(1i) Approves the specific policy liens or contract
liens to be used.

(b) Before being obligated under subsection (2) the
Association may request that there be inposed tenporary
nmoratoriuns or liens on paynents of cash values and policy
loans in addition to any contractual provisions for deferral
of cash or policy | oan values, and such tenporary noratoriunms
and liens may be inposed if they are approved by the court.

(8) There shall be no liability on the part of and no
cause of action shall arise against the Association or
agai nst any transferee from the Association in connection
with the transfer by reinsurance or otherwi se 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.

(9 If the Association fails to act within a reasonabl e
period of tinme as provided in subsection (2) of this Section
with respect to an insolvent insurer, the Director shall have
the powers and duties of the Association under this Act with
regard to such insolvent insurers.

(10) The Association or its designated representatives
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may render assistance and advice to the Director, upon his
request, concerning rehabilitation, paynent of cl ai s,
continuations of coverage, or the performance of other
contractual obligations of any inpaired or insolvent insurer.

(11) The Association has standing to appear before any
court concerning all matters germane to the powers and duties
of the Association, including, but not limted to, proposals
for reinsuring or guaranteeing the covered policies of the
i npai red or insolvent insurer and the determnation of the
covered policies and contractual obligations.

(12) (a) Any person receiving benefits wunder this
Article is deemed to have assigned the rights wunder the
covered policy to the Association to the extent of the
benefits received because of this Article whether t he
benefits are paynent s of contractual obligations or
continuation of coverage. The Association may require an
assignment to it of such rights by any payee, policy or
contract owner, beneficiary, insured, certificate holder or
annuitant as a condition precedent to the receipt of any
rights or benefits conferred by this Article wupon such
per son. The Association is subrogated to these rights
agai nst the assets of any insolvent insurer.

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

(13) The Association nmay:

(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 unpaid assessnents
under Section 531.09. The Association shall not be Iliable
for punitive or exenplary damages;

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

(d) Enploy or retain such persons as are necessary to
handl e the financial transactions of the Association, and to
perform such 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 may be necessary to avoid
paynment of i nproper 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 may the Associ ation
i ssue insurance policies or annuity contracts other than
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.

(14) Wth respect to covered policies for which the
Associ ati on becones obligated after an entry of an order of
liquidation or rehabilitation, the Association my elect to
succeed to the rights of the insolvent insurer arising after
the date of the order of liquidation or rehabilitation under
any contract of reinsurance to which the insolvent insurer
was a party, to the extent that such contract provides
coverage for |osses occurring after the date of the order of
[iquidation or rehabilitation. As a condition to making this
election, the Association nust pay all unpaid prem uns due

under the contract for coverage relating to periods before

and after t he date of the order of [liquidation or

rehabilitation.
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