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AN ACT to create the I nterstate Conpact Uni f or m

Recei vershi p Law.

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

represented in the General Assenbly:

Chapter 1. Title and Purpose

Section 100. Short title. This Act may be cited as the

I nterstate Conpact Uniform Receivership Law.

Section 101. Interpretation, construction and purpose.

A. The underlying purposes and policies of this Act,
which is an integral elenment of the regulation of the
business of insurance and of wvital public interest and
concern, are to:

(1) protect the interests of insureds, claimnts,
creditors and the public;

(2) provide a conprehensive schene for the
recei vership of insurers;

(3) maximze the uniformty of t he i nsurer
recei vership | aws in all states in which it is
appl i cabl e;

(4) make nore efficient the admnistration of
insurer receiverships on an interstate and international
basi s;

(5) provide pronpt <corrective neasures for any
potentially dangerous condition in an insurer; and

(6) establish a systemwhich equitably apportions
any unavoi dabl e | oss.

B. It is theintent of this Act that it include, and be
interpreted as including, in substance and effect, those
el enent s of t he Nat i onal Associ ation of | nsur ance

Comm ssioners Insurers Rehabilitation and Liquidation Mdel
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Act and the Uniform Insurers Liquidation Act that are
necessary to establish any state in which it is enacted as a
"reci procal state" as defined in those Acts.

C. Except as provided at Section 405, this Act shall not
be interpreted to limt the powers granted the Conm ssioner
by laws or regulations other than this Act.

D. See Section 100 for short title.

Section 102. Receivership proceedings to which this Act
is applicable. This Act does not apply to rehabilitation or
i quidation proceedings initiated prior to its effective date
unl ess the court, on notion of the Conm ssioner and after
notice and a hearing and for good cause shown, directs that
all or any portion of this Act shall be applicable to such

pr oceedi ngs.

Secti on 103. Effective date. See Section 1301 for

ef fecti ve date.

Section 104. Severability. If any provision of this Act,
or application thereof to any person or circunstance, is held
invalid, such invalidity does not affect other provisions or
applications of this Act which can be given effect w thout
the invalid application or provision, and to this end the

provi sions of this Act are severable.

Section 105. Anmendnent of uniformlaw This Interstate

Conpact Uni form Receivership Law may only be anended by

Comm ssion rule subsequently enacted by legislationin a

majority of the conpacting states

Chapter 2. The Court

Section 201. Jurisdiction of the receivership court.
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A. A receivership proceeding under this Act shall be
filed only in the receivership court, which shall have
original and exclusive jurisdiction of all receivership

proceedi ngs filed under this Act.

B. The receivership court shall, as of the comencenent
of a receivership proceeding under this Act, have excl usive
jurisdiction of all property of the insurer, wher ever
| ocated, including property |ocated outside the territorial
l[imts of such court.

C. (1)The receivership court shall have original but not
exclusive jurisdiction of all civil proceedings arising under
this Act or arising in or related to receivership proceedi ngs
under this Act.

(2) On notion of a party in interest and in the
interests of justice the receivership court may abstain
fromhearing a matter over which it has original but not
exclusive jurisdiction and my permt such action to
proceed in another forum

(3) Except as provided at Section 405, and except
as to clains filed against the estate, pursuant to
Section 702A; nothing in this Act shall deprive a party
in i nt er est of any contractual right to pursue
arbitration of any dispute under any |aw.

D. In addition to grounds otherw se provided by |law, the
foll ow ng persons are subject to the personal jurisdiction of
the receivership court:

(1) <current and fornmer agents, managing general
agents, and brokers of the insurer;

(2) policyholders and reinsurers of the insurer;
and

(3) current and f or mer of ficers, directors,
managers, trustees, organi zers, pronoters and persons in
control of the insurer.

(4) any third party admnistrator for an insurer
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and any person (such as a data processing firn) that

mai ntains information for an insurer.

E. The f or egoi ng provi si ons of this Section
notw t hstandi ng, the provisions of this Act do not confer
jurisdiction on the receivership court to resolve coverage
di sputes between guaranty associations and those asserting
claims against them resulting from the initiation of a
recei vershi p proceeding under this Act except to the extent
t hat t he guaranty association has otherwi se expressly
consented pursuant to a plan of rehabilitation or |iquidation
that resolves its obligations to covered policyhol ders.

F. The determi nation of any dispute with respect to the
statutory obligations of any guaranty association by a court
or adm nistrative agency or body wth jurisdiction in the
guaranty association's state of domcile shall be binding and
conclusive as to the parties in a receivership proceeding
initiated in the receivership court, including, wthout

[imtation, the policyholders of the insurer.

Section 202. Power of the receivership court.

A.  The receivership court nmay issue any order, process
or judgnent, including such injunctions or other orders as
are necessary or appropriate to carry out the provisions of
this Act or an approved pl an.

B. No provision of this Act providing for the raising of
an issue by a party in interest shall be construed to
preclude the receivership court from sua sponte, taking any
action or nmaking any determ nation necessary or appropriate
to enforce or inplenent court orders or to prevent an abuse
of process.

C. No provision of this Act shall be construed to limt
the ability of the receiver to apply to a court other than
the receivership court in any jurisdiction to carry out any

provi sion of this Act or for the purpose of pursuing clains
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agai nst any person.

Section 203. Venue of receivership proceedi ngs and civil
proceedi ngs under this Act.

A. A receivership proceedi ng under this Act may only be
filed in the circuit court of Cook County.

B. Al civil proceedings over which the receivership
court has original but not exclusive jurisdiction and which
are filed inthe circuit court of Cook County shall be

assigned to the receivership court.

Section 204. Appeal s. Appeal from orders of the
recei vership court may be taken:

A As of right, by any of the followng parties in
i nterest who have appeared and participated in the hearing on
the matter in question:

(1) by the Conm ssioner or the insurer from any
order of rehabilitation or |Iliquidation or finding of
i nsol vency, or any order refusing rehabilitation,
[iquidation, or a finding of insolvency;

(2) by the receiver or any such party from any
order approving or refusing to approve a plan pursuant to
Chapter 8 of this Act;

(3) by the receiver, the claimnt or any reinsurer
fromany order allowing or disallowng a claim

(4) by the person asserting any interest in an
asset fromany order finally determning such interest;
or

(5 by any guaranty association or association of
guaranty associations from any or der whi ch may
substantially affect its rights.

B. By leave of court, by any interested party whose
substantial rights nay be affected, from any order of the

receivership court, wupon a showi ng that such rights are not
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anenable to protection by any appeal as of right, or by the
receiver, from any order substantially affecting the
operations of the receivership which is not ot herw se
appeal abl e. Leave shall be sought in the first instance from
the receivership court. |If the receivership court declines
to grant it, |leave to appeal may be granted by the |Illinois
Appel  ate Court upon application by the party concerned.

C. Any appeal fromthe entry or refusal of an order of
recei vership nmust be taken within 5 days of its entry. No
request for reconsideration, review or appeal, and no posting
of a bond shall dissolve or stay such order. Appeals from
such orders shall be expedited by the 1Illinois Appellate
Court.

D. Except as specifically provided in this Section and
Section 205, the procedure on appeal of an order entered

under this Act shall be as for other civil appeals.

Section 205. Appeal pendency pl ans.

A Wthin 5 days after the filing of a notice of appeal
of an order of liquidation, the |Iliquidator shall present for
the receivership court's approval a plan for the continued
per f or mance of t he def endant conpany's policy clains
obligations, including the duty to defend insureds under
liability insurance policies, during the pendency of an
appeal .

B. Such plan may provide for the continued performance
and paynment of policy clainms obligations in the normal course

of events, notw thstanding the grounds alleged in support of

the order of I|iquidation, i ncl udi ng t he gr ound of
i nsol vency. In the event the defendant conpany's financi al
condition will not, in the judgnent of the |iquidator,

support the full performance of all policy clains obligations
during the appeal pendency period, the plan may prefer the

clains of certain policyholders and clainmants over creditors
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and parties in interest as well as other policyhol ders and
claimants (1) if the liquidator finds that such preference is
in the interests of policyholders and other <creditors as a
whole or that such preference is necessary to prevent
hardship to particular policyholders and claimnts; and (2)
if the liquidator finds that such preference is fair and
equitable considering the relative circunstances of such
policyhol ders and claimants. The receivership court shal
exam ne the plan submtted by the liquidator and if it finds
the plan is in the best interests of the parties and that the
liquidator's findings are supported by substantial evidence,
it shall approve the plan. No action shall |ie against the
[iquidator or any of his deputies, agents, clerks, assistants
or attorneys by any party based on preference in an appeal
pendency pl an approved by the receivership court.

C. The appeal pendency plan shall not supersede or
affect the obligations of any insurance guaranty association
which wunder its own state lawis required to pay covered

clainms obligations during the appeal pendency peri od.

Chapter 3. GCeneral Provisions

301. Definitions. As used in this Act:

A "Affiliate" or person "affiliated" with, a specific
person, neans a person that directly, or indirectly through
one or nore internediaries, controls, or is controlled by, or
i s under common control with, the person specified.

B. "Alien insurer" neans an insurer incorporated or
organi zed wunder the laws of a jurisdiction that is not a
state.

C. "Alien representative" nmeans a trustee, receiver,
liquidator, provisional |I|iquidator, admnistrator or other
representative of an alien insurer in receivership or

equi valent proceedings in a foreign country who has been
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appointed judicially or pursuant to statute.

D. "Ancillary receiver” means t he receiver dul y
appointed in a foreign jurisdiction.

E. "Comm ssion" means t he Interstate | nsur ance
Recei vershi p Conm ssion established by 45 ILCS 160/ 1 et seq.

F. "Comm ssioner"” nmeans the chief insurance regulatory
official of a state. In Illinois, the chief insurance
regul atory official is the Director of |nsurance.

G "Contingent claint means a claim for which the
insurer's obligation to pay has not yet been established.

H "Control" (1 ncluding t he terns "controlling,"
"controlled by" and "under common control with") neans the
possession, direct or indirect, of the power to direct or
cause the direction of the mnagenent and policies of a
person, whether through the ownership of voting securities,
by contract other than a commercial contract for goods or
nonmanagenent services, or otherw se, unless the power is the
result of an official position with or corporate office held
by the person. Control shall be presuned to exist if any
person, directly or indirectly, owns, <controls, holds wth
the power to vote, or holds proxies representing, 10% or nore
of t he voti ng securities of any other person. This
presunption may be rebutted by a showing that control does
not, in fact, exist.

. "Creditor"™ neans a person having a claimagainst the
i nsurer, whet her mat ur ed or unmatured, |iquidated or
unl i qui dated, secured or unsecured, absolute, fixed, or
conti ngent.

J. "Domciliary state" mnmeans the state in which an
insurer is incorporated or organized; or, in the case of an
alien insurer, its state of entry; or, in the case of an
unaut hori zed insurer not incorporated, organized, or entered
in any state, a state where the insurer is engaged in or

doi ng busi ness.
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K. "Estate" nmeans the assets and Iliabilities of any
insurer in receivership.

L. "Fair consideration” is given for property or an
obl i gation:

(1) when in exchange for t he property or
obligation, as a fair equivalent of the property or
obligation and in good faith, property is conveyed or
services are rendered or an obligation is incurred or an
ant ecedent debt is satisfied; or

(2) when the property or obligation is received in
good faith to secure a present advance or antecedent debt
in an anount not disproportionately small as conpared to
the value of the property or obligation obtained.

M "Foreign country" nmeans any jurisdiction not in any
state.

N. "Foreign insurer"” neans an insurer incorporated or
organi zed under the laws of a state other than this State and
shall include the United States branch of an alien insurer
domciled in a state other than this State.

O "Ceneral assets" neans all property, real, personal,
or otherw se, not specifically nortgaged, pledged, deposited,
or otherwi se encunbered for the security or benefit of
specified persons or a limted class or classes of persons,
and as to such specifically encunbered property the term
i ncludes all such property or its proceeds in excess of the
anpunt necessary to discharge the sum or suns secured
thereby. Assets held in trust and assets held on deposit for
t he security or benefit of all policyholders, or al
policyholders and creditors in the United States, shall be
deened general assets.

P. "Quaranty association”™ neans an insurance guaranty
fund or association or any simlar entity now or hereafter
created by statute in this or any other state to pay continue

or otherwi se assure paynent of, in whole or in part, the
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contractual claim obligations of inpaired or i nsol vent

i nsurers or health maintenance organi zations.

Q "Insolvency" or "insolvent" neans:
(1) For an i nsurer I SSui ng only assessable
pol i ci es:

(a) the inability to pay an obligation wthin

30 days after it becones payable; or

(b) if an assessnent is nade within 30 days
after the date in paragraph (1)(a), the inability to
pay an obligation 30 days followng the date
specified in the first assessnment notice issued
after the date of | oss.

(2) For an insurer, other than an insurer under
subparagraph (1), the inability to pay its obligations
when they are due or when admtted assets do not exceed
liabilities plus the greater of either of the foll ow ng:

(a) any capital and surplus required by |aw
for its organization; or

(b) the total par or stated value of its
aut hori zed and i ssued capital stock.

(3) For purposes of this subsection, "liabilities"
shal |l include, but not be limted to, reserves required
by statute or by rule or specific requirenents inposed by
t he Conmm ssioner upon an insurer at the tinme of adm ssion
or subsequent to adm ssion.

R "lnsurer" neans any person or entity that has done,
purports to do, is doing, or is licensed to do any insurance
or reinsurance business, or 1is or has been subject to the
authority of, or to liquidation, rehabilitation, supervision,
conservation, or ancillary receivership by, any Comm ssioner.
"Insurer” includes all entities subject to this Act under
Section 401.

S. "Miltiple beneficiary trust” nmeans a trust

established pursuant to insurance regulatory laws for the
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benefit of nor e t han one beneficiary except trusts
established by a U S. branch of an alien insurer domciled in
this State.

T. "Netting agreenent” nmeans a contract or agreenent
(tncluding terms and conditions incorporated by reference
therein), including a master agr eenent (whi ch mast er
agr eenment, t oget her with all schedules, confirnmations,
definitions and addenda thereto and transactions under any
thereof, shall be treated as one netting agreenent), that
docunents one or nore transactions between the parties for or
i nvol ving one or nore qualified financial contracts and that
provides for the netting of qualified financial contracts or
present or future paynent obligations or paynent entitlenents
t hereunder (including |iquidation or cl ose- out val ues
relating to such obligations or entitlenents) anong the
parties to the netting agreenent.

U "Party in interest” neans the Comm ssioner, the
insurer, policyholder, third-party claimant, creditor, equity
security holder, any affected guaranty association, any
non-domciliary Conmm ssioner, an advisory comrttee appointed
under this Act, the Conm ssion, an insurer that ceded to or
assunmed business fromthe insurer, and any person, including
any indenture trustee, wth a financial or regul atory
interest in the receivership proceedi ng.

V. "Person” means an i ndi vi dual aggregation of
i ndi vidual s, partnership and corporation.

W "Qualified financial contract” nmeans a commodity
contract, forward contract, repurchase agreenent, securities
contract, swap agreenent and any simlar agreenent that the
Comm ssi oner determ nes by regul ation, resolution or order to
be a qualified financial contract for the purposes of this
Act .

(1) "Commodity contract" neans:

(a) a contract for the purchase or sale of a
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commodity for future delivery on, or subject to the
rules of, a board of trade designated as a contract
mar ket by the Commodity Futures Trading Conm ssion
under the Commodity Exchange Act (7 U S.C 1, et
seq.) or board of trade outside the United States;
(b) an agreenent that is subject to regulation
under Section 19 of the Coomodity Exchange Act (7
USC 1, et seq.) and that is commonly known to the
coomodities trade as a margin account, mar gi n
contract, |everage account or |everage contract; or
(c) An agr eenent or transaction that 1is
subj ect to regulation under Section 4c(b) of the
Comodity Exchange Act (7 U S C 1, et seq.) and
that is commonly known to the conmmodities trade as a
commodity option.
(2) "Forward contract" means a contract (other than
a commodity contract) for the purchase, sale, or transfer
of any comodity, as defined in Section 1 of the
Commodi ty Exchange Act (7 U.S.C. 1, et seq.), or any
simlar good, article, service, right or interest that is
presently or in the future becones the subject of dealing
in the forward contract trade, or product or byproduct
thereof, wwth a maturity date nore than 2 days after the
date the contract is entered into, including, but not
limted to, a repurchase transaction, reverse repurchase
transaction, consignnent, |ease, swap, hedge transaction,
deposit, loan, option, allocated transaction, unall ocated
transaction or any conbination of these or option on any
of them
(3) "Repurchase agreenent” (which also applies to a
reverse repurchase agreenent) nmeans an  agreenent,
including related terns, that provides for the transfer
of certificates of deposi t, eligible bankers

acceptances, or securities that are direct obligations
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of, or that are fully guaranteed as to principal and
interest by, the United States or any agency of the
United States against the transfer of funds by the
transferee of such certificates of deposit, eligible
bankers acceptances, or securities wth a sinultaneous
agreenent by the transferee to transfer to the transferor
certificates of deposit, eligible bankers acceptances or
securities as described above, at a date certain not
|ater than one year after the transfers or on demand,
agai nst the transfer of funds. For the purposes of this
definition, the itens that may be subject to an agreenent
i nclude nortgage-rel ated securities, a nortgage | oan, and
an interest in a nortgage |oan, and shall not include any
participation in a comrercial nortgage |oan, unless the
Comm ssioner determnes by regulation, resolution or
order to include the participation wthin the neaning of
the term

(4) "Securities contract" nmeans a contract for the
purchase, sale or |loan of a security, including an option
for the repurchase or sale of a security, certificate of
deposit, or group or index of securities (including an
interest therein or based on the value thereof), or an
option entered into on a national securities exchange
relating to foreign currencies, or the guarantee of any
settlement of cash or securities by or to a securities
clearing agency. For the purposes of this definition,
t he term "security"” i ncl udes a nort gage | oan,
nortgage-related securities, and an interest in any
nortgage | oan or nortgage-rel ated security.

(5 "Swap agreenent" neans an agreenent, including
the ternms and conditions incorporated by reference in an
agreenent, that is a rate swap agreenent, basis swap,
comodity swap, forward rate agreenent, interest rate

future, interest rate option, forward forei gn exchange
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agreenent, spot foreign exchange agreenent, rate cap
agreenent, rate floor agreenent, rate collar agreenent,
currency swap agreement, Cross-currency rate swap
agreenment, currency future, or currency option or any
other sim/lar agreenent, and includes any conbination of
agreenents and an option to enter into an agreenent.

X.  "Receiver" means I i qui dat or, rehabilitator,

conservator or ancillary receiver as the context requires.

Y. "Receivership court” neans the circuit court of Cook
County.
Z. "Receivership proceedi ng" neans any |iquidation,

rehabilitation, conservation, or ancillary receivership as
the context requires.

AA.  "Reciprocal state" neans a state wherein:

(1) In substance and effect the provisions of
Chapter 10 of this Act are in force.

(2) Provisions requiring that the Conm ssioner or
equi valent official be the receiver of a delinquent
insurer are in force.

(3) Sone provision for the avoidance of fraudul ent
conveyances and preferential transfers are in force.

AB. "Secured clains" neans a claimsecured by nortgage,
trust deed, pl edge, deposit as security, escrow, or
ot herwi se, but not including a special deposit claimor claim
agai nst general assets. The termalso includes clainms that

have becone |iens upon specific assets by reason of judicial

process.
AC. "Separate account” neans an account authorized under
Article XIV 1/2 of the 1llinois | nsur ance Code and

established in accordance wth the terns of a witten
agreenent or a contract on a vari abl e basis.

AD. "Single beneficiary trust" means a trust established
pursuant to insurance regulatory |aws established for the

benefit of a single beneficiary.
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AE. "Special deposit clainmt nmeans a claimsecured by a
deposit made pursuant to statute for the security or benefit
of alimted class or classes of persons, but not including a
cl ai m secured by general assets.

AF. "State" nmeans a state, district, or territory of the
United States.

AG "Transfer" neans every node, direct or indirect,
absol ute or conditional, voluntary or involuntary, of
di sposing of or parting wwth property or with an interest in
property, including retention of title as a security interest
and foreclosure of an insurer's equity of redenption.

AH.  "Unliquidated clain neans a claimfor which the
anount of the claimhas not been determ ned.

Al.  An "unmatured clainm nmeans a claimfor which paynent

IS not yet due.

Section 302. Duty to provide i nformation to t he
conmi ssi on, ot her i nsurance regul ators and guar anty
associ ati on.

A In addition to the periodic reports required under
Section 510 of this Act, the receiver shall provide the
Commission with such information as the Comm ssion nmay
reasonabl y request.

B. The receiver shall provide other state insurance
regul ators with rel evant receivership information, including
reports and anal ysis of financial condition and the status of
devel opnent of a plan as required by Chapter 8 of this Act
when requested. Access to financial records shall be at
| east equivalent to that to which a state insurance regul ator
was entitled prior to the comencenent of a receivership
pr oceedi ng.

C. The receiver shall provide the affected guaranty
associations wth all information necessary to carry out

their statutory obligations, including wthout I|imtation,


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

N NN NN R R R R R R R R R
A W N PP O O 00 N O O B W N +—» O

25
26
27
28
29
30
31
32
33

- 16- LRB9200955JSpc

any information reasonably necessary or appropriate to
eval uate and participate in the developnment of the plan
referred to in subsection B

D. The receiver shall also permt a state insurance
regul ator or guaranty association to obtain a listing of
pol i cyhol ders and certificate holders residing in the
requestor's state, including current addresses and summary
policy information, provided that the requestor agrees to
mai ntain the confidentiality of the records and that the
records will be wused only for regulatory or guaranty
associ ati on purposes.

E. Inthe event the receiver believes that certain
information is sensitive or that disclosure mght cause a
dimnution in recovery, the receiver may apply to the
receivership court for a protective order inposing additional
restrictions on access and di scl osure.

F. Except as otherw se provided at Section 422, nothing
contained in this Act shall preclude or prohibit disclosure
or discussion of information or docunents relevant to
proceedi ngs hereunder between and anong the insurer, the
recei ver, the Conm ssion, guaranty associations and state
i nsurance regul ators. No such disclosure or discussion shal
conpromse the privilege or confidential nature of such

i nformati on or docunents.

Section 303. Cooperation of of ficers, owner s and
enpl oyees.
A An of ficer, manager, director, trustee, owner,

enpl oyee, or agent of an insurer, or any other persons wth
authority over or in charge of any segnent of the insurer's
affairs, shall cooperate with the receiver in a proceeding
under this Act. The term "person” as used in this Section
shall include a person who exercises control directly or

indirectly over activities of the insurer through a hol ding


SOLIMAR DFAULT BILLS NONE


16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

-17- LRB9200955JSpc

conpany or other affiliate of the insurer. As used in this
Section, "to cooperate” shall include, but shall not be
l[imted to, the foll ow ng:
(1) toreply pronmptly in witing to any inquiry
fromthe receiver requesting such a reply; and
(2) to make available to the receiver books,
accounts, docunents, or other records, information, or
property of, or pertaining to, the insurer and in his or
her possession, custody, or control.
B. No person shall obstruct or interfere wth the
receiver in the conduct of a receivership proceedi ng.
C. This Section shall not be construed to abridge
otherwi se existing legal rights, including the right to
resist a petition for receivership proceedings or requests

for other orders.

Section 304. Right to appear and be heard.

A. A party in interest may raise and may appear and be
heard on any issue in a receivership proceeding under this
Act, w thout reinbursenment of attorneys' fees or expenses
unl ess such reinbursenent is expressly authorized el sewhere
by the statutes of this State. This subsection shall not
affect any right of a reinsurer under a reinsurance contract
to recover reasonable fees and expenses to which it 1is
entitled in connection with the interposing of defenses to a
cl ai m agai nst the insurer.

B. Any guaranty association or association of guaranty
associations which is or nmay becone liable to act as a result
of the entry of an order of receivership shall have standing
to intervene as of right or otherw se appear and participate
in a receivership proceeding under this Act. Exercise by any
guaranty association or association of guaranty associ ations
of the standing rights conferred under this subsection shal

not constitute a submssion to the general jurisdiction of
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the courts of this State.

Chapter 4. Adm nistration of Receivership Proceedi ngs

Subchapter 1. Comrencenent of a Receivership Proceeding

Section 401. Entities subject to this Act . The
receivership proceedings authorized by this Act may be
initiated against any insurer and against any of the
foll ow ng persons, if not an insurer, including, but not
l[imted to, the foll ow ng:

A. a person who is transacting, or has transacted,
i nsurance business in this State, and against whom clains
arising fromthat business may exist now or in the future;

B. a person who purports to transact an insurance
business in this State;

C. an insurer who has insureds resident in this State;

D. all other persons organized or in the process of
organizing wwth the intent to transact an insurance business
in this State;

E. agents, managing general agents, Dbrokers, prem um
fi nance conpani es, insurance hol di ng conpani es and all other
non risk bearing entities engaged in any aspect of the
business of insurance, whether or not such entities are
licensed to engage in the business of insurance in this
State, if such person is an affiliate of the insurer against
whi ch a receivership proceeding has been or is being filed
under this Act; and

F. any other entity which is nmade subject to this Act by

st at ut e.

Section 402. Commencenent of a receivership proceedi ng.
AL Only the Conm ssioner may institute a receivership

proceedi ng under this Act.
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B. The Conm ssioner may initiate a receivership
proceedi ng agai nst:

(1) a donestic insurer

(2) the United States branch of an alien insurer
domciled in this State; or

(3) any other alien entity which is an insurer
under the provisions of Section 401 of this Act;
provi ded, however, that as to an alien insurer that 1is
aut hori zed to engage in the business of insurance in this

State but which is not domciled in this State, such

recei vership proceeding shall be only as to assets and

records of such entity in this State.

C At t he request of the Comm ssioner or other
appropriate insurance official of another state, and in his
or her sole discretion, the Conmm ssioner nmay institute a
recei vershi p proceedi ng against the assets and records in
this State of a foreign insurer.

D. Any petition filed wunder this Act shall state the
grounds upon which the relief 1is sought and the relief
requested and may request entry of such injunctive orders as

may be appropriate.

Section 403. Gounds for entry of a rehabilitation or
[ i qui dation order.

A. Upon the filing of a petition, the receivership court
shall forthwith 1issue an order of rehabilitation or
l[iquidation if the insurer consents thereto, if the insurer
fails to contest such application or if the court finds:

(1) the insurer is in such condition that the
further transaction of business would be hazardous,
financially or otherwse, to its policyholders, its
creditors, or the public;

(2) there is reasonable cause to believe that there

has been enbezzl enent from the insurer, wongful
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sequestration or diversion of the insurer's assets,
forgery or fraud affecting the insurer, or other illegal
conduct in, by, or with respect to the insurer that, if
establi shed, would endanger assets in an anount
threatening the insurer's sol vency;

(3) the insurer has failed to renove a person who
in fact has executive authority with the insurer, whether
an officer, manager, general agent, enployee, or other
person, if the person has been found after notice and
hearing by the Conm ssioner to be di shonest or
untrustworthy in a way affecting the insurer's business;

(4) control of the insurer, whether by stock
ownership or otherw se, and whether direct or indirect,
is in a person found after notice and hearing to be
unt rustwort hy;

(5 a person who in fact has executive authority
wth the insurer, whether an officer, manager, general
agent, director or trustee, enployee, or other person,
has refused to be exam ned under oath by the Comm ssi oner
concerning the person's affairs, whether in this State or
el sewhere, and after reasonable notice of the fact, the
insurer has failed pronptly and effectively to termnate
the enpl oynent and status of the person and all of his or
her i nfluence on nmanagenent;

(6) after demand by the Comm ssioner, the insurer
has failed to pronptly make avail able for examnation its
property, books, accounts, docunents, or other records,
or those of a subsidiary or related conpany within the
control of the insurer, or those of a person having
executive authority wth the insurer and pertaining to
the insurer;

(7) wthout first obtaining the Comm ssi oner's
witten consent, t he insurer has transferred, or

attenpted to transfer, in a manner contrary to |aw,
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substantially its entire property or business, or has
entered into a transaction the effect of which is to
merge, consolidate, or reinsure substantially its entire
property or business in or with the property or business
of any other person;

(8) the insurer has concealed, renoved, altered,
destroyed or failed to establish and nmaintain books,
records, docunent s, accounts, vouchers and ot her
pertinent material adequate for the determnation of its
financial condition by examnation or has failed to
properly adm nister clainms and to maintain clains records
which are adequate for the determ nation of its
outstanding clains liability;

(9) the insurer or its property has been or is the
subject of an application for the appointnent of a
receiver, trustee, cust odi an, conservator, or
sequestrator or simlar fiduciary of the insurer or its
property otherw se than as authorized under the insurance
laws of this State, and the appoi ntnment has been nade or
is immnent, and the appointnent may deny the courts of
this State of jurisdiction or mght prejudice orderly
recei vershi p proceedi ngs under this Chapter;

(10) wthin the previous 5 years the insurer has
willfully and continuously violated its <charter or
articles of incorporation, its bylaws, an insurance |aw
of this State, or a valid order of the Comm ssioner.

(11) the insurer has failed to pay a judgnent
entered against it by a court with personal jurisdiction
over the insurer wwthin 60 days of the date the judgnment
beconmes final or has failed to pay an obligation due to a
state or state subdivision wthin 60 days after such
obl i gati on becones due;

(12) the insurer has failed to file its annual

report or other financial report required by statute
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within the tinme allowed by |aw and, after witten demand

by the Conm ssioner, has failed to give imediately an

adequat e expl anati on;

(13) the insurer is found, after exam nation, to be
in a condition so that it could not presently neet the
requi renents for incorporation and aut horization to
engage in the business of insurance; or

(14) the insurer is insolvent.

B. In addition to the grounds stated in subsection A of
this Section, if the insurer is a foreign insurer or an alien
insurer not domciled in this State and no domciliary
liquidator has been appointed for t he i nsurer, t he
receivership court shall issue an order of rehabilitation or
l[iquidation if it finds that:

(1) any of its property has been sequestered by
official action inits domciliary jurisdiction or in any
ot her jurisdiction;

(2) enough of its property has been sequestered in
a foreign country to give reasonable cause to fear that
the insurer is or may becone insolvent; or

(3) its certificate of authority to do business in
this State has been revoked or that none was ever issued
and it is in wviolation of Article VII of the Illinois
| nsurance Code and that there are residents of this State
w th outstanding clains or outstanding policies.

C. In addition to the grounds stated in subsections A
and B of this Section, if the Conm ssioner or a court of
conpetent jurisdiction has ordered a trustee to turn over to
t he Comm ssioner, assets held in trust pursuant to Article Xl
of the 1llinois |Insurance Code, the court may direct the
establishnment of a receivership for t he pur pose of
adm nistering said assets and such other assets of the
insurer as are located in this State, provided, however that

any such trust assets shall be admnistered in accordance
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with Section 413 of this Act.

Section 404. Service of summons and return.

A.  Upon t he filing of a petition, sumons shal
forthwith issue, returnable in 3 days after its date, and a
copy of the sumons together wth the petition in any
recei vership proceedi ng under this Act shall be served upon
the conpany naned in such petition by delivering the same to
its president, vi ce presi dent, secretary, treasurer
director, or to its managing agent, or if the conpany | acks
any of the aforesaid officers, or if they cannot be found
within the State, to the officer perform ng correspondi ng
functions under another nane; if it be a Lloyds, reciprocal
or inter-insurance exchange, by delivering such summons and
copy of the petition to the duly designated attorney-in-fact.
Upon request of the Conm ssioner, the receivership court
shal | appoint a special process server.

B. Wwen it is satisfactorily proved by the report of an
exam ner of the departnment made in accordance wth the
provisions of this Act, or by affidavit of anyone famliar
with the facts, that the officers, directors, trustees or
managi ng agents or nenbers of any conpany naned in said
petition upon whom service is required to be nade as above
provi ded, have, or if a Lloyds, reciprocal or inter-insurance
exchange be naned in the petition, that the duly designated
attorney-in-fact, has departed from the State or keep
t hensel ves concealed therein, or if such of the persons
residing in this State and upon whom service is required to
be nmade as above provided have resigned fromtheir offices,
or that service cannot be nmade i medi ately by the exercise of
reasonabl e diligence, such service may be had by the mailing
of a copy of the petition and summons to the |ast known
address of the conpany, or by publication in such formand in

such manner as the receivership court shall order
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Section 405. Automatic stay.

A.  Except as provided in subsections C and D of this

Section or as otherwise provided in this Act the commencenent

a receivership proceeding under this Act operates as a

stay, applicable to all entities, of:

(1) the commencenent or continuation, including the
i ssuance or enploynent of process, of a judicial,
adm ni strative, or other action or proceedi ng agai nst the
insurer, including arbitration proceedings, that was or
coul d have been commenced before the commencenent of the
receivership proceeding under this Act, or to recover a
claim against the insurer that arose bef ore t he
commencenent of the receivership proceeding under this
Act ;

(2) the enforcenent, against the insurer or against
property of the insurer, of a judgnment obtained before
the comencenent of the receivership proceedi ng under
this Act;

(3) any act to obtain possession of property of the
insurer or of property fromthe insurer or to exercise
control over property or records of the insurer;

(4) any act to create, perfect, or enforce any lien
agai nst property of the insurer;

(5 any act to collect, assess, or recover a claim
agai nst the insurer that arose before the comencenent of
a receivership proceedi ng under this Act;

(6) the comrencenent or continuation of an action
or proceeding against a reinsurer of the insurer, by the
holder of a claim against t he i nsurer, seeki ng
rei nsurance recoveries which are contractually due to the
i nsurer; and

(7) the commencenent or continuation of an action
or proceeding by a governnental wunit to termnate or

revoke any insurance |license.
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B. Except as provided in subsections Cand D of this
Section or as otherw se provided in this Act , t he
comencenent of a receivership proceeding under this Act
operates as a stay, applicable to all entities, of the
commencenent or continuation, including the issuance or
enpl oynent of process, of a judicial, adm nistrative or other
action or proceeding, including without I|imtation the
enforcenent of any judgnent, against any insured that was or
could have been comenced before the commencenent of the
recei vershi p proceeding under this Act, or to recover a claim
against the insured that arose before or after t he
commencenent of the receivership proceeding under this Act
and for which the insurer is or may be liable under a policy
of insurance or 1is obligated to defend a party. The stay
provided by this subsection shall termnate 90 days after
appoi ntnent of the receiver unless extended by order of the
recei vership court, for good cause shown, after notice to any
af fected parties and such hearing as the receivership court
determnes is appropriate. Provi ded, however, that any
applicable statute of I|imtation with respect to any claim
agai nst an insured shall be tolled during the period of the
stay provided by this subsection and any extensions.

C. The commencenent of a receivership proceedi ng under
this Act does not operate as a stay of:

(1) except as provi ded in subsecti on A(7),
regul atory actions by t he Comm ssi oners of
non-domciliary states, including, but not limted to the
suspensi on of |icenses;

(2) crimnal actions;

(3) any act to perfect, or to maintain or continue
the perfection of, an interest in property to the extent
such act is acconplished within any rel ation back period
under applicable |aw

(4) setoff as permtted by Section 611 of this Act;
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(5) pursuit and enf or cenent of nonnonet ary
governnental clains, judgnents, and proceedi ngs;

(6) enforcenment of a lessor's rights under a | ease
that expired prior to the filing of the receivership
pr oceedi ng;

(7) presentnent of a negotiable instrunent and the
giving of notice of and protesting dishonor of such an
i nstrunent;

(8) enforcenent of rights agai nst single
beneficiary trusts;

(9) termnation, i quidation and netting of
obligations wunder qualified financial contracts as
provi ded at Section 612 of this Act;

(10) discharge by the guaranty associations of
statutory responsibilities or the pursuit of clains
agai nst guaranty associations to the extent permtted by
| aw ot her than this Act;

(11) any of the follow ng actions:

(a) an audit by a governnental unit to
determne tax liability;

(b) the I ssuance to t he insurer by a
governnmental unit of a notice of tax deficiency;

(c) a demand for tax returns; or

(d) the making of an assessnent for any tax
and issuance of a notice and demand for paynent of
such an assessnent.

D. In the event the Comm ssioner seeks an order of
conservation under Section 421 of this Act, the provisions of
subsections A and B of this Section shall be applicable only
to those entities with actual notice or know edge of the
initiation of the receivership proceeding until such tinme as
the record of the receivership proceeding is made public
under Section 422.

E. Except as provided in subsection F of this Section:
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(1) the stay of an act against property of the
i nsurer under subsection A of this Section continues
unti | such property is no longer property of the
recei vershi p estate;

(2) the stay of any other act under subsection A of
this Section continues until the earliest of:
(a) the time the receivership proceeding is closed; or
(b) the tinme the receivership proceeding is dism ssed.
F. Notw thstanding the provisions of subsection A

(1) clains against the insurer that arose before
the comencenent of the receivership proceedi ng under
this Act may be asserted as a counterclaim in any
judicial, admnistrative or other action or proceeding
initiated by or on behalf of the receiver against the
hol der of such cl ains; and

(2) a party against whoma judicial, admnistrative
or other action or proceeding is initiated by or on
behalf of the receiver my assert and enforce any
contractual right the party my have to require
arbitration of any dispute under any |aw.
G On request of a party in interest and after notice

such hearing as the receivership court det erm nes

appropriate, the receivership court may grant relief fromthe
stay of subsection A of this Section, such as by term nating,

annul I i ng, nodifying, or conditioning such stay:

(1) for cause; or
(2) with respect to a stay of an act against
property under subsection A of this Section if:
(a) the insurer does not have an equity 1in
such property; and
(b) such property is not necessary to an
effective plan.

H In any hearing under subsection G of this Section,

the party seeking relief fromthe stay shall have the burden
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of proof on each issue which nust be established by clear and
convi nci ng evi dence.

|. The estate of an insurer which is injured by any
willful violation of a stay provided by this Section shall be
entitled to actual damages, including costs and attorneys'
fees, and, in appropriate circunstances, the receivership
court may inpose additional sanctions.

J. No statute of Iimtations or defense of |aches shal
run with respect to any action by or against an insurer
between the filing of a petition for conservati on,
rehabilitation or |liquidation against an insurer and the
order granting or denying that petition. Any action against
the insurer that m ght have been commenced when the petition
was filed may be comenced for at least 60 days after an

order i s denied.

Section 406. Answer and heari ng.

A. The respondent insurer shall file its answer to the
Comm ssioner's petition wwthin 10 days after service of the
sumons, exclusive of the day of service. On tinely notion
of the respondent, the receivership court shall extend the
time for answering for a period not to exceed an additional
10 days.

B. The receivership court, on the return day of the
sumons as originally fixed or extended hereunder, shall set
the cause for hearing within 20 days fromthe return day or
t he extended return day.

C. Except as provided in Section 423, no notions or
ot her pl eadi ngs, whether to dissolve, nodify or continue any
injunction or otherwise, shall be filed by, or permtted on
behal f of the respondent prior to the filing of an answer to
the conpl ai nt.

D. The receivership court shal | receive as

sel f-aut henticated any of the foll owi ng when offered by the
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Conmi ssi oner :
(1) certified copies of the financial statenents
made by the insurer; and
(2) certified copies of exam nation reports of the

i nsurer made by or on behal f of the Conmm ssioner.

E. At any hearing, the wverified petition and any
exhibits filed therewith shall be recei ved as prim
facia evidence of the facts therein contained.

F. The receivership court shall enter judgment within 15

days after the conclusion of the evidence.

Section 407. Notice of entry of order of rehabilitation
or |iquidation. Unless the receivership court otherw se

directs, the receiver shall give or cause to be given notice

of the order of rehabilitation or |liquidation as soon as
possi bl e by:
A first-class mail and, facsimle or telephone to the

i nsurance Comm ssioner of each jurisdiction in which the
insurer is doing business and to the Conm ssion;

B. first-class mail to the guaranty associations of this
State, and any other guaranty association which is or may
becone obligated as a result of the receivership proceeding
and any associ ation of such associ ati ons;

C. first-class mil to all known insurance agents and
reinsurers of the insurer at their last known address as
i ndi cated by the records of the insurer;

D. first-class mail to all persons known or reasonably
expected to have clains against the insurer including al
policyholders, at their |ast known address as indicated by
the records of the insurer; and

E. publication in a newspaper of general circulation in
the county in which the insurer has its principal place of
business and in other locations as the receiver considers

appropri ate.
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Section 408. Contents of notice of receivership. The
notice of the entry of an order of rehabilitation or
i quidation shall:

A. contain a statenent that the insurer has been placed
in rehabilitation or |iquidation;

B. advise that an automatic stay is in effect together
with a reference to Section 405 of this Act and a statenent
that certain acts against the insurer and its assets are
stayed as well as a description of any additional injunctive
relief of general application ordered by the receivership
court;

C. state whether and to what extent the insurer's
policies continue in effect;

D. include the deadline for filing clains if one has
been est abli shed,;

E. state the date, tinme and location of the initial
status hearing established pursuant to Section 409 of this
Act; and

F. include such other information as the receiver or the

recei vership court deens appropriate.

Section 409. Initial status hearing. An initial status
hearing shall be held within 120 days of the entry of an
order of rehabilitation or liquidation. The receiver shal
di scuss the condition of the estate and nmay be questioned by
parties in interest or their representatives concerning the
matters di scussed. The hearing shall be conducted informally

under the supervision of the receivership court.

Section 410. Dismssal of receivership proceeding.

A.  Except as provided at subsection C of this Section,
until all paynments of or on account of the insurer's
contractual obligations by all guaranty associations and

interest thereon and all reasonabl e expenses incurred by them
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in connection therewith are repaid to t he guar anty
associations or a plan of repaynent by the insurer is
approved by the guaranty associations, an insurer that 1is
subj ect to any receivership proceeding shall not:

(1) be released froma receivership proceeding;

(2) be permtted to solicit or accept new business
or request or accept the restoration of a suspended or
revoked license or certificate of authority; or

(3) be returned to the control of its sharehol ders
or managenent.

B. If the Comm ssioner, having obtained an ex parte
order of conservation, fails to file a notion in the
receivership proceeding requesting entry of an order of
rehabilitation or liquidation after having had a reasonable
opportunity to do so, the receivership proceeding shall on
notion of a party in interest or on the receivership court's
own notion, be dism ssed and vacat ed.

C. A receivership proceeding may be dism ssed w thout
conplying with the requirenments of subsection A of this
Section if the receivership court, on notion of the receiver,
determnes that the receivership estate has no assets or the
estate's assets are insufficient to cover the costs of
adm ni stering the receivership.

D. In the event a receivership proceeding is dism ssed
pursuant to subsection C of this Section, the insurer shal

be di ssolved as of entry of the order of dismssal.

Section 411. Receivership pr oceedi ngs for alien
insurers. The receivership court, after notice and hearing,
may dismss or suspend a receivership proceedi ng agai nst an
alien insurer under this Act at any tine, taking into
consideration the foll ow ng:

A. the interests of insured claimnts, creditors and the

public;
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B. whet her the order requested, and any governing
| egi slation upon which it is based, is consistent wth the
obj ectives of this Act;

C. the effect the order requested would have or could
reasonably be expected to have on the ability of the
liquidator to use assets of the insurer's estate under the
liquidation order to transfer policy obligations to a sol vent
assum ng i nsurer;

D. any agreenments wth a receiver or Conm ssioner or
like official of another state in which the insurer was doing
busi ness, or of the country wunder the Jlaws of which the
i nsurer is domciled, relating to the receivership or
di ssolution of the insurer;

E. the adequacy of information avai |l abl e to t he
recei vership court upon which to make a determ nation; and

F. the <costs that could reasonably be expected to be

incurred as a result of the order.

Section 412. Trusteed assets of a U S. branch of an
alien insurer.

A.  Any person having an interest in the trusteed assets
of the United States branch of an alien insurer domciled in
this State and subject to a receivership proceedi ng under
this Act, may, by notion, seek an order directing that all or
part of the trusteed assets of such insurer be transferred to
such person

B. After providing notice and hearing, the receivership
court nmay grant, deny, or suspend a notion nmade pursuant to
subsection A on terns and conditions, or nmake such other
order, as the court considers appropriate, considering the
fol | ow ng:

(1) the factors set forth in Section 411 of this

Act; and

(2) whether the order requested is consistent with
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the terns, conditions and objectives of the trust

agreenent or agreenents.

Section 413. Trust fund clains.

A. An alien representative having an interest in the
trusteed assets of an alien insurer secured by a nultiple
beneficiary trust may, by notion, seek an order directing
that all or part of such trusteed assets of the insurer be
transferred to such person.

B. Notw thstanding Section 411 of this Act, the
recei vership court shall not grant relief under this Section
unl ess the Comm ssioner has determ ned that:

(1) the assets of such a trust exceed the anount
necessary to satisfy the clainms of U S. beneficiaries of
the trust; or

(2) US. beneficiaries of the trust will receive a
greater percentage of their <claim if the trust fund
assets are returned to the grantor's country of domcile
and a receiver has been appointed for the grantor in that
dom ci |l e.

C. Cdainms against the assets of a multiple beneficiary
trust shall be filed and allowed and shal | receive
distribution of assets in accordance with the |laws of the
state in which the trust is domciled that are applicable to

the receivership of donestic insurers.

Section 414. Limted appearance.

A, An alien representative may seek dismssal or
suspensi on of a receivership proceedi ng under Section 411 of
this Act.

B. An appearance in a receivership court by an alien
representative in connection with a notion or request under
Section 411, 412 or 413 of this Act does not submt such

alien representative to the jurisdiction of the receivership
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court for any other purpose, but the receivership court may
condi tion any order under such Sections on conpliance by such
alien representative with the orders of the receivership

court.

Section 415. Advisory committees. The receivership
court, on notion of the receiver or for good cause shown, nmay
appoi nt one or nore advisory commttees of policyholders,
claimants or other creditors. Any advisory commttee shal
serve wthout conpensation and wthout reinbursement of

expenses.

Subchapter 11. Conservation Proceedi ngs

Section 421. Ex parte orders of conservation and
sei zure

A. At the tinme the Conm ssioner initiates a receivership
proceedi ng under this Act, he or she may request entry of an
ex parte conservation order by verified petition alleging:

(1) that there exist grounds for entry of an order
of rehabilitation or liquidation; and

(2) that the interests of policyhol ders, creditors,
or the public will be endangered by del ay.

B. The receivership court shall issue the ex parte
conservation order imediately wthout prior notice or a
heari ng.

C. Upon issuance of an ex parte conservation order, the
order, together with a copy of the verified petition and a
sumons, shall be pronptly served on the insurer as provided
at Section 404. The conservator may also serve the order
upon persons transacting business with the insurer or dealing
wth its assets and such others as nmay be necessary to obtain
conpliance therewith. Al persons served with the order and

all persons having actual know edge thereof shall be bound by
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D. At the request of the Comm ssioner, any order entered
pursuant to this Section shall:

(1) appoint the Conmm ssioner as conservator;

(2) direct the conservator to take possession and
control of all or a part of the property, books,
accounts, docunents, and other records of an insurer, and
of t he prem ses occupied by the insurer for the
transaction of its business;

(3) direct any officer or director or other person
or entity that possesses or controls any docunents or
recorded information of any nature, including books,
cl ai ns files, records, and papers of the insurer or of

any affiliate of the insurer that relate to the insurer's

assets, liabilities, financial affairs or business,
shall imrediately di sclose and, on request of the
conservator, turn over such docunents and recorded

information to the conservator;

(4) enjoin the insurer and its officers, managers,
agents, and enpl oyees fromdi sposing of its property and
fromtransacting busi ness except wwth the conservator's
witten consent;

(5) contain such other relief as the Comm ssioner
consi ders necessary; and

(6) specify the duration of the order, which shal
be such tinme as the receivership court consi ders
necessary for the conservator to ascertain the condition
of the insurer.

E. On notion of the insurer, the conservator or in its
own discretion, the receivership court may at any tinme nodify
such order on such notice and after such hearing, if any, as
the receivership court determ nes to be appropriate.

F. Upon entry of an order wunder this Section, the

conservator may hold hearings, subpoena w tnesses to conpel
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their attendance, adm nister oaths, exam ne persons under
oath, and conpel persons to subscribe to his or her
testinmony after it has been correctly reduced to witing;
and in connection wth these powers may require the
producti on of books, papers, records, or other docunents that
he or she considers relevant to the performance of his or her
duti es.

G Entry of an order wunder this Section shall not
constitute an anticipatory breach of any contract to which
the insurer is a party.

H  On request of the conservator, those | aw enforcenent
officers wwth authority to process orders of the receivership
court shall provide the conservator such assistance as is
required to carry out the terns of the order entered under

this Section.

Section 422. Confidentiality of hearings. In al
proceedi ngs and judicial review of proceedi ngs under Section
421, all records of the insurer, other docunents, departnment
of insurance files, and receivership court records and
papers, so far as they are a part of the record of the
proceedi ngs under this subchapter, are confidential and shal
be held by the clerk of the court in a confidential file
except as is necessary to obtain conpliance therewth, unless
the receivership court, after hearing arguments from the
parties in chanbers, orders otherwi se or the insurer requests
that the nmatter be nade public. Unl ess privileged or
confidential wunder |aw other than this Act, all such records
shall beconme public wupon filing of a petition for

rehabilitation or |iquidation under this Act.

Section 423. Mddification of orders of conservation. An
insurer against which an order of conservation has been

entered under Section 421 may nove for nodification of the
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order at any tinme prior to the entry of an order of
rehabilitation or [ i quidation under this Act . The
receivership court shall hear such notion not nore than 15
days after it is filed. A hearing under this Section may be
held privately in chanbers and shall be held privately in

chanbers if so requested by the insurer proceeded agai nst.

Subchapter 111. Rehabilitation Proceedi ngs

Section 431. Authority to operate and restructure
insurer's business. |If the receivership court has entered an
order of rehabilitation, the rehabilitator:

A. may take such action as he or she considers necessary
or appropriate to reform revitalize, or runoff the business
of the insurer;

B. may operate the business of the insurer including,
but not Ilimted to, the retention or dismssal of the
insurer's enpl oyees; and

C. shall propose a plan pursuant to Chapter 8 of this

Act .

Section 432. Conversion to |iquidation.

A. If, in the exercise of admnistrative discretion, the
Comm ssioner determ nes that further attenpts to rehabilitate
an insurer woul d:

(1) substantially increase the risk of loss to
creditors, policyholders, other parties in interest or
the public, or

(2) be futile, or

(3) not be in the best interests of <creditors,
policyhol ders, other parties in interest or the public,
he or she nmy petition the receivership court for an
Order of Liquidation and Finding of Insolvency under

Section 441 of this Act.
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B. If the rehabilitator suspends paynent of all or
substantially all direct policy obligations for a period of 6
nmonths at any tine after the entry of an order for relief and
has not filed a plan wthin that tine, unl ess t he

recei vership court, for good cause shown, extends such period

the Comm ssioner shall request that the receivership court
enter a final order of liquidation with a finding of
i nsol vency.

Subchapter V. Liquidation Proceedi ngs

Section 441. Order of |iquidation.

A. If the receivership court has entered an order of
liquidation, the |iquidator shall:

(1) marshall the assets of the insurer; and
(2) propose a plan pursuant to Chapter 8 of this

Act .

B. The Comm ssioner, as part of an initial petition
filed under this Act, or the receiver, by notion filed in a
pendi ng receivership proceeding, may request t hat t he
receivership court enter a final order of liquidation with a

finding of insolvency.

Section 442. Continuation of coverage.

A.  Notw thstanding any policy or contract |anguage or
any other statute, all reinsurance contracts by which the
insurer has reinsured the insurance obligations of another
person are cancelled upon entry of an order of |iquidation,
and al | pol i ci es, i nsurance contracts (ot her t han
rei nsurance), surety bonds or surety undertakings, other than
life or health insurance or annuities, in effect at the tine
of issuance of an order of liquidation shall continue in
force until the earliest of:

(1) 30 days from the date of entry of t he
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i qui dati on order;
(2) the expiration of the policy;
(3) the date when the insured has replaced the

i nsurance coverage wth equival ent insurance in another

insurer or otherwi se term nated the policy;

(4) the date the liquidator has effected a transfer
of the policy obligation; or

(5) the date proposed by the |liquidator and
approved by the receivership court to cancel coverage.

B. An order of liquidation shall term nate coverages at
the time provided under subsection A of this Section for
pur poses of any other statute.

C. Policies of life or health insurance or annuities
covered by a guaranty associ ation and any portion of policies
of |ife or health insurance or annuities covered by a
guaranty association shall continue in force to the extent
necessary to permt the guaranty association to discharge its
statutory obligations.

D. Policies of life or health insurance or annuities not
covered by a guaranty association, and any portion of
policies of life or health insurance or annuities not covered
by a guar anty association, shall termnate as under
subsections A and B, except to the extent that the |iquidator
proposes and the receivership court approves the continuation
of such contracts or coverage.

E. The cancellation of any bond or surety undertaking

shall not rel ease any co-surety or guarantor

Chapter 5. Ofice of the Receiver

Subchapter 1. Authority of the Receiver

Section 501. Appointnent of receiver. An order of

conservation, rehabilitation or |iquidation shall appoint the
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Conmi ssioner and his or her successors in office as receiver.

Section 502. Title to and possession of assets and
records.

A. Upon entry of an order of rehabilitation or
liquidation, the rehabilitator or Iiquidator shall be vested
with title to all of the property, books, accounts, docunents
and other records of the insurer, wherever | ocated.

B. To the extent reasonable, and in the receiver's sole
discretion, the receiver may imedi ately take possessi on and
control of all of the property, books, accounts, docunents
and other records of an insurer and of the prem ses occupied
by the insurer for transaction of its business and renove
such property to another Ilocation convenient for the

adm ni stration of the estate.

Section 503. Imunity and i ndemmi fication of t he
recei ver and enpl oyees.

A.  For the purposes of this Section, the persons
entitled to protection under this Section are:

(1) Al receivers responsible for the conduct of a
recei vership proceeding under this Act including present
and former receivers; and

(2) Their enployees neaning all present and forner
speci al deputies and assi stant special deputies appointed
by t he Comm ssi oner and al | per sons whom t he
Comm ssioner, special deputies, or assistant special
deputies have enployed to assist in a receivership
proceeding under this Act. At t or neys, account ant s,
audi tor s, actuari es, i nvest ment bankers, financi al
advi sors, other consultants and any other persons or
firme who are retained by the receiver as independent
contractors and their enployees shall not be considered

enpl oyees of the receiver for purposes of this Section.
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B. The receiver and his or her enployees shall have
official i1munity and shall be imune from suit and
l[iability, both personally and in their official capacities,
for any claimfor danage to or | oss of property or personal
injury or other civil liability caused by or resulting from
any alleged act, error or omssion of the receiver or any
enpl oyee arising out of or by reason of their duties or
enpl oynent; provided that nothing in this provision shall be
construed to hold the receiver or any enpl oyee i nmune from
suit and/or liability for any damage, 1loss, injury or
l[itability caused by the intentional or wllful and wanton
m sconduct of the receiver or any enpl oyee.

C. If any legal action is commenced agai nst the receiver
or any enpl oyee, whether against himor her personally or in
his or her official capacity, alleging property damage,
property loss, personal injury or other civil liability
caused by or resulting from any alleged act, error or
om ssion of the receiver or any enployee arising out of or by
reason of their duties or enploynment, the receiver and any
enpl oyee shall be indemified fromthe assets of the insurer
for all expenses, attorneys' fees, judgnents, settlenents,
decrees or anounts due and owing or paid in satisfaction of
or incurred in the defense of such |l egal action unless it is
determ ned upon a final adjudication on the nerits that the
alleged act, error or omssion of the receiver or enployee
giving rise to the claimdid not arise out of or by reason of
his or her duties or enploynent, or was caused by intentional
or willful and wanton m sconduct.

D. Attorneys' fees and any and all related expenses
incurred in defending a legal action for which inmunity or
indemmity is avail able under this Section shall be paid from
the assets of the insurer, as they are incurred, in advance
of the final disposition of such action upon receipt of an

undertaking by or on behalf of the receiver or enployee to
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repay the attorneys' fees and expenses if it shall ultimtely
be determ ned upon a final adjudication on the nerits that
the receiver or enployee is not entitled to imunity or
indemmity under this Section

E. Any indemification for expense paynents, judgnents,
settlenments, decrees, attorneys' fees, surety bond prem uns
or other anounts paid or to be paid fromthe insurer's assets
pursuant to this Section shall be an adm nistrative expense
of the insurer.

F. In the -event of any actual or threatened litigation
agai nst a receiver or any enployee for which imunity or
indermmity may be available under this Section, a reasonable
amount of funds which in the judgnment of the Conm ssioner may
be needed to provide immunity or indemity shal | be
segregated and reserved from the assets of the insurer as
security for the paynent of indemity until such tinme as al
applicable statutes of Ilimtation shall have run and al
actual or threatened actions against the receiver or any
enpl oyee have been conpletely and finally resolved, and al
obligations of the insurer and the Comm ssioner under this
Section shall have been satisfied.

G In lieu of segregation and reserving of funds, the
Comm ssioner may, in his or her discretion, obtain a surety
bond or nmake other arrangenents which wll enable the
Comm ssioner to fully secure the paynent of all obligations
under this Section.

H If any legal action against an enployee for which
inderTmity may be available wunder this Section is settled
prior to final adjudication on the nmerits, the insurer shal
pay the settlenent anmount on behalf of the enployee, or
indemmi fy the enpl oyee for the settlenment anount, unless the
Comm ssi oner det erm nes:

(1) that the <claim did not arise out of or by

reason of the enpl oyee's duties or enploynent; or
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(2) that the claimwas caused by the intentional or
w |l ful and wanton m sconduct of the enpl oyee.

. In any legal action in which the receiver is a
defendant, that portion of any settlenent relating to the
all eged act, error or omssion of the receiver shall be
subject to the approval of the receivership court before
whi ch t he receivership pr oceedi ng IS pendi ng. The
receivership court shall not approve that portion of the
settlenment if it determ nes:

(1) that the <claim did not arise out of or by
reason of the receiver's duties or enploynent; or

(2) that the claimwas caused by the intentional or
wi |l ful and wanton m sconduct of the receiver.

J. Nothing contained or inplied in this Section shal
operate, or be construed or applied to deprive the receiver
or any enployee of any immunity, indemity, benefits of |aw,
rights or any defense otherw se avail abl e.

K. (1) Subsection B of this Section shall apply to any
suit based in whole or in part on any alleged act, error or
om ssion which takes place on or after the effective date of
this Act.

(2) No legal action shall |ie against the receiver
or any enpl oyee based in whole or in part on any all eged
act, error or om ssion which took place prior to the
effective date of this Act, wunless suit is filed and
valid service of process is obtained wthin 12 nonths
after the effective date of this Act.

(3) Subsections C through | of this Section shal
apply to any suit which is pending on or filed after the
effective date of this Act wthout regard to when the

al l eged act, error or om ssion took place.

Section 504. Enploynment of professional persons. The

receiver may:
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A. appoint one or nore qualified persons, including, but
not limted to this State's I|ife and health insurance
guaranty association and its property and casualty insurance
guaranty association, to serve as deputy receiver which
person(s) shall have all the powers and responsibilities of
the receiver granted under this Act and shall serve at the
pl easure of the receiver

B. enmploy and fix the conpensation of enployees and
agents;

C. retain attorneys, actuaries, accountants, appraisers,
consul tants, and such other personnel as he or she considers
necessary to assist in the receivership; and

D. subject to the requirenments of Section 522, fix the
conpensati on of those whomhe or she appoints or retains

under subsections A or C of this Section.

Section 505. Powers of rehabilitators and |i qui dators.

A. The rehabilitator or [|iquidator shall have all the
powers of the directors, officers and mnanagers of the
i nsurer, whose authority shall be suspended, except as they
are re-del egated by the rehabilitator or |iquidator.

B. In addition to those powers otherw se provided by
this Act, the rehabilitator or liquidator shall have the
power to:

(1) use, sell or lease property of the insurer;
(2) after notice and a hearing, borrow noney on the
security of the insurer's assets or to borrow noney

w thout security and to execute and deliver all docunments

necessary to that transaction for the pur pose of

facilitating the |iquidation;

(3) collect all debts and noney due and clains
bel onging to the insurer, wherever | ocated,;

(4) institute and pursue legal actions and to

conti nue any pending action, in any jurisdiction;
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(5) suspend, limt or permt policy withdrawals in
connection with |ife insurance policies or annuity
contracts;

(6) do other acts as are necessary or expedient to
col |l ect, marshall, or protect the assets or property,
including the power to sell, conpound, conprom se, or
assign debts for purposes of collection upon such terns
and conditions as he or she considers best and that are
consistent wwth this Act;

(7) enter into contracts necessary to carry out the
order of rehabilitation or |iquidation;

(8 hold hearings, to subpoena w tnesses to conpel
their attendance, to admnister oaths, to examne a
person under oath, and to conpel a person to subscribe to
his or her testinony after it has been correctly reduced
to witing; and in connection wth these powers to
require the production of books, papers, records, or
ot her docunents that he or she considers relevant to the
i nquiry; and

(9) exercise all powers now held or hereafter
conferred wupon receivers by the laws of this State not
i nconsistent wwth the provisions of this Act.

C. The liquidator may petition the receivership court
for an order dissolving the corporate existence of a donestic
insurer or the United States branch of an alien insurer
domciled in this State at any tinme after entry of the order
of |iquidation.

D. The enuneration in this Section of the powers and
authority of the rehabilitator or liquidator shall not be
construed as a limtation upon himor her, and it shall not
exclude in any manner his or her right to do other acts not
specifically enunerated in this Section or otherw se provi ded
for if necessary or appropriate for the acconplishnment of or

in aid of the purpose of rehabilitation or |iquidation.
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Section 506. Advances to the receiver. |[|f the property
of the insurer does not contain sufficient cash or liquid
assets to defray the costs incurred, the Comm ssioner may
advance the incurred costs out of an appropriation for the
departnment of insurance. Anmounts advanced for expenses of
adm nistration shall be repaid to the Conm ssioner for the
use of the departnment of insurance out of the first avail able
nmoney of the insurer with priority over all other costs of

adm ni stration.

Section 507. Executory non-insurance contracts.

A. This Section shall not apply to an insurance policy
or reinsurance contract whether or not it is executory.

B. The rehabilitator or liquidator, subject to the
receivership court's approval, may assune or reject any
executory contract or unexpired | ease of the insurer.

C. Neither the filing of a petition under this Act nor
the entry of an order of rehabilitation or |iquidation shal
constitute an anticipatory breach of any contract or |ease of
the insurer.

D. If +there has been a default in an executory contract
or unexpired |lease of the insurer, the receiver may not
assunme such contract or |lease wunless, at the tinme of the
assunption of such contract or |ease, the receiver

(1) ~cures or provides adequate assurance that the
receiver wll pronptly cure such default; and

(2) provides adequat e assurance of future
per f ormance under such contract or | ease.

E. Paragraph D of this subsection does not apply to a
default that is a breach of a provision relating to:

(1) the insolvency or financial condition of the
insurer at any time Dbefore t he cl osi ng of t he
recei vershi p proceedi ng;

(2) the commencenent of a receivership proceeding
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under this Act;

(3) the appointnent of or taking possession by a
receiver in a case under this Act or a custodi an before
such commencenent; or

(4) the satisfaction of any penalty rate or
provision relating to a default arising fromany failure
of the insurer to perform nonnonetary obligations under

t he executory contract or unexpired | ease.

Section 508. Abandonnent of property and records. The
recei ver may, at any tinme, abandon any property or records
t hat are bur densonme to the estate or that are of

i nconsequential value and benefit to the receivership estate.

Section 509. Extension of tine.

A.  The rehabilitator or liquidator may institute any
action or proceeding on behalf of the estate of the insurer
while any statute of Iimtation is tolled pursuant to this
Secti on. Unl ess an applicable limtation period has expired
before a successf ul petition for rehabilitation or
liquidation was filed, any applicable statute of Iimtation
is tolled for 2 vyears. Tolling of the running of any

applicable statute of limtation shall begin with the entry

of an order of rehabilitation or liquidation. The tolling
shal | be in addition to any other applicable tolling
provi si on.

B. For actions not covered by subsection A where any
unexpired time period is fixed, by any agreenent or in any
proceedi ng, for doing any act for the benefit of the estate,
the rehabilitator or liquidator shall have 180 days or such
| onger period as the receivership court may allow for good
cause shown, fromthe entry of the order of rehabilitation or

liquidation to performthe act.
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Section 510. Periodic reports.

A. A rehabilitator or |liquidator shall file periodic
reports with the Comm ssion containing such information as is
reasonably available and at such intervals as the Comm ssion
specifies in its operating procedures, rules and | aws,
including, but not limted to:

(1) cash receipts and disbursenents for the period;
and

(2) a bal ance sheet which includes known and
estimated assets and liabilities of the estate.

B. A conservator shall file with the Comm ssion a report
reflecting the insurer's:

(1) cash receipts and disbursenents for the period;
and
(2) such other information, reasonably available to

t he conservator, as the Conm ssion specifies in operating

procedures, rules and | aws.

C. The reports required by subsections A and B of this
Section need not be filed nore than once for each cal endar
year if the insurer's cash and invested assets are |less than

$250, 000.

Section 511. Docunment depository.

A.  The rehabilitator or liquidator shall maintain,
during the pendency of the receivership proceedings, a
docunent depository contai ni ng:

(1) copies of the petitions and orders establishing

t he recei vership proceedi ng, and any anmendnents thereto;

(2) <copies of all reports filed by the receiver
with the receivership court or the conm ssion;

(3) copies of all other filings nade in the
recei vership court;

(4) copies of all evidentiary material submtted to

t he receivership court;
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(5) transcripts of any hearings or trials in the
receivership court whi ch are obtained by the receiver;
and

(6) an index of all itens contained in t he
depository.

B. Any filing or evidentiary submssion nade in the
recei vership court under seal shall not be nmaintained in the
depository, subject to the contrary order of the receivership
court, but an index of such filings and subm ssions,
identifying such material wwth reasonable specificity, but
preserving the confidentiality of the contents of such
material, shall be maintained in the depository.

C. Any party other than the receiver who files pl eadings
or docunent s in the receivership court, or presents
evidentiary materials there, shall forthwith furnish the
receiver wth copies thereof, in addition to service copies,
for inclusion in the depository.

D. Nothing in this Section shall preclude the receiver
from including additional non-privileged and nonconfidenti al
itens in the docunent depository.

E. Except as otherwse ordered by the receivership
court, all records contained in the depository are public.
The receiver shall nmake avail able the materials contained in
the depository, during regular business hours at t he
principal office of the receiver or such other |ocation as
the receiver shall specify, and shall provide copies of

depository materials at reasonabl e cost.

Section 512. Audit of receivership records.

A. The pendency of any receivership proceedi ng under
this Act shall in no way affect the power and authority of
the Comm ssioner to conduct any exam nation provided for in
Article I X of the Illinois Insurance Code in connection wth

t he busi ness, conduct or affairs of an insurer.
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B. An annual audi t of any insurer which is in
rehabilitation or liquidation pursuant to this Act and which
has assets of nore than $500,000 shall be performed by an
i ndependent outside certified public accountant. The cost of
this audit shall be paid by the receiver as an expense of

adm ni stration.

Subchapter I1. Notice

Section 521. General service list.

A. The receiver shall mintain a general service list
for each receivership proceeding. | t shal | be t he
responsibility of the person listed to informthe receiver,
in witing, of any changes in his or her honme, business, or
e-mai | address, or to request that his or her nanme be del eted
fromthe general service list. Any person shall be placed on
t he general service list wupon witten request to the
receiver.

B. The receiver may require that listed persons return
continuation request forns which the receiver may serve upon
themat intervals, but not nore frequently than every 12
nont hs. Any person who fails to return the continuation
request may be purged fromthe service |ist.

C. Inclusion on the general service |list does not confer
standing in the receivership proceeding to raise, appear or

be heard on any issue.

Section 522. Routine matters.

A. Notice of the filing of any routine matter in the
recei vership court shall be provided by the receiver by
depositing a copy of the item filed in the depository,
including the sane in the index and sending notice by U.S.
mail or, if an e-mail address has been provided, by e-mail on

the sanme date that the copy was deposited in the depository
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to those persons on the general service list and to any other
person known to the receiver to be directly affected, that
the matter has been filed and the date of its filing and the
date that it was deposited in the depository.

B. Any party in interest may object to any routine
matter by filing a notion with the receivership court and
serving a copy thereof on the receiver not |ater than 30 days
after the copy of the filing was deposited in the depository.
| f no objection has been received during such tinme, no court
approval of the matter is required. |If an objection has been
filed wthin the prescribed tinme, the court shall set the
matter for hearing and, after hearing, enter such orders
concerning the matter as it finds appropriate.

C. For the purpose of the application of this Section,
the followng matters are routine, wunless the receivership
court otherw se orders:

(1) periodic reports of the receiver, as required

by Section 510;

(2) the establishnent of a basis of conpensation of

deputy receivers, attorneys, actuaries, account ant s,

apprai sers, consultants, and such other personnel as he

or she retains.

(3) the disposition of property or choses in action
of the estate the value of which does not exceed the
| esser of $250,000 or 10% of the |last reported total

asset val ue of the estate.

Section 523. Matters requiring prior receivership court
approval .

A. Except as hereinafter set out, notice of the filing
of any non-routine matter shall be provided by the receiver
by depositing a copy of the itemfiled in the depository,
including the sane in the index and sending notice to those

persons on the general service |ist and any other person
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known to the receiver to be directly affected that the matter
has been filed, the date of its filing, the deadline for the
filing of objections, and the date on which the receiver wll
present the matter for hearing by the receivership court.

B. In addition to the notice called for in subsection A
above, the followng matters require additional notice:

(1) notice of the filing of a plan pursuant to
Chapter 8 of this Act, or of any anendnent to such a plan
shall be furnished to all known parties in interest;

(2) notice of the entry of an order of |iquidation
or finding of insolvency, other than as part of the
initial order of receivership, shall be provided to al
persons entitled to notice under Section 407; and

(3) notice of t he pr oposed al | owance or
di sal l owance of the clainms of any policyhol der or other
creditor shall be provided pursuant to Section 524.

C. Notice of the proposed closure of the estate or final

distribution shall be sufficient if nailed to all persons
having allowed clainms which have not been paid in full, al
claimants whose clains have not been adjudicated, al

st ockhol ders of the conpany, and all guaranty associ ations
interested in the estate, and the general service list.

D. Any party in interest my object to any action
proposed to be taken by the receivership court in connection
with a non-routine matter by filing a statenent showi ng that
he or she has an interest in the matter and setting out the
grounds of the objection not later than 30 days after the
sendi ng of notice under subsection A or such other period as
the court shall direct for good cause shown.

E. Upon the presentation of any non-routine matter, the
recei vership court may determne any prelimnary issues, and
shall set the matter for hearing. Upon hearing the receiver
and any party in interest who has filed a tinely objection,

the receivership court may issue such orders concerning the
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matter as it finds appropriate.

F. Any action proposed to be taken by the receiver and
which requires court approval and which is not defined as a
"routine matter,"” is a "non-routine mtter," including,
w thout Iimtation, the foll ow ng:

(1) the disposition of any asset or chose in action
(it ncluding the settlenment of any suit or tort claim of
the estate) which is property of the estate and which
exceeds in value the | esser of $250,000 or 10% of the
| ast reported total asset value of the estate;

(2) the allowance of a claimor disallowance of a
cl aimpursuant to Section 711;

(3) borrowing or lending of any sum except for
debts incurred in the ordinary course of the operations
of the receivership and not exceeding $50,000 per
obl i gee;

(4) conversion of a rehabilitation into a
liquidation, or the issuance of a finding of insolvency
or the inposition of a deadline for the filing of clains
at any time after the entry of an order of rehabilitation
or |iquidation; and

(5) the adoption of any plan pursuant to Chapter 8
of this Act.

G After notice and a hearing, the receivership court
may desi gnat e addi ti onal categories of routine and
non-routine matters, and may, for good cause shown, provide
alternate notice, or require the service of additional notice

of any specific matter.

Section 524. Notice of proposed clains disposition.
Except as otherw se ordered by the receivership court, notice
of the proposed allowance or disallowance of any claimis
sufficient if the receiver serves:

A.  each policyholder under whose policy the cl aim
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arises, any third party directly interested in the policy,
each guaranty association which is or may be responsible for
the claimor any portion thereof, and any reinsurer which is
or would be liable to the receiver in respect of the claimif
it were allowed with a description of the claim proposed to
be allowed or denied, the rationale for such allowance or
deni al, and the procedures for objecting; and

B. notice of the filing of the notion on those on the

general service |ist.

Chapter 6. The Estate

Section 601. Turnover of property to the receiver.

A. Except as provided in subsections Cand Dof this
Section, any person or entity in possession, custody or
control of property of the insurer shall deliver such
property to the receiver.

B. Any person or entity that ows a debt that is
property of the insurer and that is matured, payable on
demand, or payable on order, shall pay such debt to, or on
the order of, the receiver, except to the extent that such
debt may be offset under Section 611 of this Act.

C. Subject to any applicable privilege, and unless the
recei vership court orders ot herw se, any at t or ney,
account ant, agent, managenent conpany, data processing
conpany or affiliate of the insurer or entity that possesses
or controls any docunents or recorded information of any
nature, including books, clains files, records, and papers
of the insurer or of any affiliate of the insurer that relate
to the insurer's assets, Iliabilities, financial affairs or
busi ness, imredi ately shall disclose and, on request of the
receiver, turn over such docunents and recorded information
or if the receivership court shall so order, copies thereof,

to the receiver.
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D. As of the date of the order directing rehabilitation
or liquidation, no possessory |ien held by any attorney,
including comon law retaining liens, nmay be asserted or
enforced against the receiver or the insurer as a basis for
wi thholding files or otherwise. Further, no attorney shal
be granted secured status, security or paynent for his or her
cl ai magainst the insurer in exchange for the release of

files or the extingui shnent of any such Iien.

Section 602. Turnover of prem uns owed.

A.  Unless otherwse instructed by the receiver in
witing, an agent, premum finance conpany or any other
person, other than the insured, who is responsible for the
paynment of prem um who has possession or control of such
premum shall imediately turn over to the receiver, and be
obligated to pay any unpaid earned prem umdue the insurer,
whet her coll ected or uncollected, and any coll ected, unearned
premum and any part of an unearned prem umrepresenting
comm ssion on or before the date of the entry of a
conservation, liquidation or rehabilitation order. Credits,
setoffs, or both, shall not be allowed to an agent, broker or
prem um fi nance conpany for an anmount advanced to the insurer
by the agent, broker or prem um finance conpany on behal f of,
but in the absence of a paynent by, the insured.

B. An insured shall be obligated to pay to the receiver
any unpaid earned premum and any retrospectively rated
prem um due the insurer

C. Upon satisfactory evidence of a violation of
subsection A, the Conm ssioner may suspend, revoke or refuse
to renew the licenses of each offending party, inpose a
penalty of no nore than $1,000 for each and every act in
violation of this Section by each offending party, or both.

D. Before the Comm ssioner takes action under subsection

C, the Conm ssioner shall give witten notice to the person,
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conpany, association or exchange accused of violating the
|l aw, stating specifically the nature of the alleged violation
and fixing a tinme and place, at |east 10 days thereafter, for
a hearing on the matter. After the hearing, or upon failure
of the accused to appear at the hearing, the Comm ssioner, if
he or she finds a violation, shall inpose the penalties under
subsection C as he or she considers advisabl e.

E. If the Comm ssioner takes action under subsection C
the party aggrieved my appeal from that action to the

circuit court of Cook County.

Section 603. Limtation on avoiding powers. An action
or proceedi ng under Sections 604, 605, 606, 608 or 609 of
this Act may not be commenced after the earlier of:

AL 5 years after the entry of the initial order of
rehabilitation or |iquidation under this Act; or

B. the tinme the receivership proceeding is closed or

di sm ssed.

Section 604. Receiver as lien creditor and as successor
to certain creditors, purchasers and fiduciaries.

A.  The receiver may avoid any transfer of or lien upon
the property of, or obligation incurred by, an insurer that
the insurer or a pol i cyhol der, creditor, menber or
stockhol der of the insurer may have avoided without regard to
any know edge of the receiver, the Conm ssioner, the insurer
or any policyhol der, creditor, nenber or stockholder of the
insurer and whether or not such a creditor, nenber or
shar ehol der exi sts.

B. The receiver shall be deemed a creditor wthout
know edge for purposes of pursuing clainms under the Uniform

Fr audul ent Transfer Act.

Secti on 605. Pr ef er ences.
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A. A preference is a transfer of any property of an

insurer or of an interest in property of an insurer:

(1) to or for the benefit of a creditor;

(2) for or on account of an antecedent debt;

(3) made or suffered within the 2 years preceding
the filing of a successful petition for rehabilitation or
[ iquidation under this Act;

(4) that enables such creditor to receive nore than
such creditor would receive if:

(a) the insurer was |iquidated under this Act;

(b) the transfer had not been nade; and

(c) such creditor received paynent of such
debt to the extent provided by this Act.

B. Any preference may be avoided by the receiver if the

i nsurer was insolvent at the tine of the transfer; and

(1) the transfer was made within 120 days before
the filing of the petition; or
(2) the «creditor receiving it or benefited thereby
or his agent acting wth reference thereto had, at the
time when the transfer was mnmade, reasonable cause to
believe that the insurer was insolvent or was about to
becone insol vent; or
(3) The creditor receiving or benefitting fromthe
transfer was
(a) an officer or director of the insurer; or
(b) an enployee, attorney or other person who
was, in fact, in a positionto effect a |level of
control or influence over the actions of the insurer
conparable to that of an officer, whether or not the
person held such a position; or
(c) any shareholder owning or controlling
directly or indirectly nore than 10% of any cl ass of
any equity security issued by the insurer, or any

other person, firm corporation, association or


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

- 58- LRB9200955JSpc

aggregation of persons with whomthe insurer did not

deal at arm s | ength.

C. The receiver may not avoid a transfer under this
Section:

(1) to the extent that such transfer was:

(a) intended by the insurer and the creditor
to or for whose benefit such transfer was nmade to be
a cont enpor aneous exchange for new value given to
the insurer; and

(b) in fact a substantially contenporaneous
exchange.

(2) to the extent that such transfer was in paynent
of a debt incurred by the insurer in the ordinary course
of business or financial affairs of the insurer and the
transferee and such transfer was:

(a) made in the ordinary course of business or
financi al affairs of t he i nsurer and t he
transferee; or

(b) rmade according to ordinary business terns.
(3) that creates a security interest in property

acquired by the insurer:

(a) to the extent such security interest
secures new val ue that was:

(1) given at or after the signing of a
security agreenent that contains a description
of such property as coll ateral

(1i) given by or on behalf of the secured
party under such agreenent;

(ti1) given to enable the insurer to
acquire such property; and

(tv) in fact, wused by the insurer to
acquire such property; and
(b) that 1is perfected on or before 21 days or

any other period expressly allowed by Ilaw, which
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ever is less, after the insurer receives possession

of such property.

(4) to or for the benefit of a creditor, to the
extent that, after such transfer, such creditor gave new
value to or for the benefit of the insurer:

(a) not secured by an otherw se wunavoidable
security interest; and

(b) on account of which new value the insurer
di d not make an ot herw se unavoi dable transfer to or
for the benefit of such creditor.

(5) that creates a perfected security interest in a
receivable or its proceeds, except to the extent that the
aggregate of all such transfers to the transferee caused
a reduction, as of the date of the filing of the
petition and to the prejudice of other creditors hol ding
unsecured cl ains, of any amount by which the debt secured
by such security interest exceeded the value of al
security interests for such debt on the |ater of:

(a) (i) wth r respect to a transfer to which
subsection B(1) of this Section applies, 120 days
before the date of the filing of the petition; or

(iit) wth respect to a transfer to which
subsection B(2) or B(3) of this Section applies, one
year before the date of the filing of the petition;
or

(b) the date on which new value was first given under
the security agreenent creating such security interest.

D. If alien which is voidable under this Section has
been di ssolved by the furnishing of a bond or other
obligation and the surety on which has been indemified
directly or indirectly by the transfer or the creation of a
[ien upon the insurer's property before the filing of a
successful petition for rehabilitation or [Iiquidation then

t hat i ndemmi f yi ng transfer or lien shall also be
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consi dered voi dabl e.

E. The liability of the surety under a rel easing bond or
other like obligation shall be discharged to the extent of
the value of +the indemifying property recovered or the
indemmifying lien to the extent of the anmount paid to the
['i qui dat or.

F. For the purposes of this Section:

(1) a transfer of property other than real property
shal| be deened to be made or suffered when it beconmes so
far perfected that no subsequent |ien obtainable by I|egal
or equitable proceedings on a sinple contract could
becone superior to the rights of the transferee;

(2) a transfer of real property shall be deened to
be made or suffered when it becones so far perfected that
no subsequent bona fide purchaser fromthe insurer could

obtain rights superior to the rights of the transferee;

(3) atransfer which creates an equitable Ilien
shall not be deened to be perfected if there are
avai |l abl e neans by which a legal lien could be created;

(4) a transfer not perfected prior to the filing of

a petition for Jliquidation shall be deened to be made

i mredi ately before the filing of the successful petition;

and

(5) the provisions of this subsection apply whether
or not there are or were creditors who mght have
obtained liens or persons who m ght have becone bona fide
pur chasers.

G For the purposes of this Section, the receiver has
the burden of proving the avoidability of a transfer under
subsection B of this Section, and the person agai nst whom
recovery or avoidance is sought has the burden of proving the
non- avoi dability of a transfer under subsection C of this
Section. The insurer is presuned to have been insolvent on

and during the 120 day period i medi ately preceding the date
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of the comencenent of the rehabilitation or |iquidation
pr oceedi ng.

H.  For the purposes of this Section, "new value" neans
nmoney or noney's worth in goods, services or new credit, or
rel ease by a transferee of property previously transferred to
such transferee in a transaction that is neither void nor
voi dabl e by the receiver under any applicable |Iaw including
proceeds of such property, but does not include an obligation

substituted for an existing obligation

Section 606. Fraudulent transfers and obligations.

A. The rehabilitator or liquidator may avoi d any
transfer of an interest of the insurer in property, or any
obligation incurred by the insurer, that was made or incurred
on or within one year before the date of the filing of the
petition for rehabilitation or |iquidation proceedi ngs under
this Act, if the insurer voluntarily or involuntarily:

(1) nrmade such transfer or incurred such obligation
with actual intent to hinder, delay, or defraud any
person to which it was or becane indebted on or after the
date that such transfer was made or such obligation was
incurred; or

(2) (a) received less than a reasonably equival ent
val ue in exchange for such transfer or obligation; and

(b) (i) was insolvent on the date that such
transfer was nmade or such obligation was incurred,
or becanme insolvent as a result of such transfer or
obl i gati on;

(1i) was engaged in business or a transaction,
or was about to engage in business or a transaction,
for which any property remaining wwth the insurer
was an unreasonably small capital; or

(tit) ‘intended to incur, or believed that it

woul d incur, debts that would be beyond its ability
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to pay as such debts matured.

B. Except to the extent that a transfer or obligation
voi dabl e under this Section is voi dable under Section 604 or
605 of this Act, a transferee or obligee of such a transfer
or obligation that takes for value and in good faith has a
lien on or may retain any interest transferred or may enforce
any obligation incurred, as the case nay be, to the extent
that such transferee or obligee gave value to the insurer in
exchange for such transfer or obligation. A transfer is nade
when such transfer is so perfected that a bona fide purchaser
from the insurer against whomapplicable |law permts such
transfer to be perfected cannot acquire an interest in the
property transferred that is superior to the interest in such
property of the transferee, but if such transfer is not so
perfected before the commencenent of t he receivership
proceedi ng, such transfer is made i medi ately before the date
of the filing of the petition.

C. In this Section "val ue" means property, or
sati sfaction or securing of a present or antecedent debt of
the insurer.

D. A transaction with a reinsurer of the insurer is
subj ect to avoi dance under this Section if:

(1) the transaction released the reinsurer, in
whole or in part, from its obligation to pay to the

i nsurer the reinsurer's originally specified share of

t hose | osses which had occurred prior to the time of the

transaction but which had not been paid by the insurer

unl ess the reinsurer gives a present fair equivalent
val ue for the rel ease; and

(2) any part of the transaction was effected within
one year prior to the filing of the petition under this

Act .

E. In the event a reinsurance transaction 1is avoided

under subsection D of this Section:
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(1) the receiver shall tender to the reinsurer the
val ue of any consideration transferred to the insurer in
connection wth such transaction |less the anmount of
matured and liquidated liabilities owing by the reinsurer
to the estate; and

(2) the parties shall be returned to their relative
positions prior to the inplenentation of the transaction

avoi ded.

Section 607. Transfer of insurer's property to good
faith purchaser

A. After a petition for receivership has been filed, a
transfer of the insurer's real property made to a person
acting in good faith shall be valid against the receiver |if
made for a present fair equivalent value, or if not nmade for
a present fair equivalent value, then to the extent of the
present consideration actually paid for the property for
which amount the transferee shall have a lien on the
transferred property. Constructive notice of the commencenent
of a receivership proceeding shall be given wupon t he
recording of a copy of the petition initiating a receivership
proceeding with the register of deeds in the county where any
real property in question is |located. The exercise by a
court of the United States or any state or jurisdiction to
authorize or effect a judicial sale of real property of the
insurer within any county in any state shall not be inpaired
by the pendency of such a proceeding unless the copy is
recorded in the county prior to the consumation of the
judicial sale.

B. After a petition for receivership has been filed and
before either the receiver takes possession of the insurer's
property or an order of receivership is granted:

(1) a transfer of the insurer's property, other

than real property, nmade to a person acting in good faith
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shall be valid against the receiver if made for a present
fair equivalent value, or if not made for a present fair
equi valent value, then to the extent of the present
consideration actually paid for the property for which
anmount t he transferee shall have a Ilien on the
transferred property;

(2) a person indebted to the insurer or holding
property of the insurer, if acting in good faith, may pay
all or part of the indebtedness or deliver all or part of
the property to the insurer or upon his or her order,
with the sane effect as if the petition were not pending;

(3) a person having actual know edge of the pending
receivership shall be considered not to act in good
faith; and

(4) a person asserting the validity of a transfer
under this Section shall have the burden of proof.
Except as el sewhere provided in this Section, no transfer
by or on behalf of +the insurer after the date of the
petition for receivership proceeding by a person other
than the receiver shall be valid against the receiver.

C. Not hing in this Chapt er shal | i npair t he

negotiability of currency or negotiable instrunents.

Section 608. Recoupnent fromaffiliates. If an order of
liquidation or rehabilitation is entered under this Act , the
receiver shall have a right to recover from any 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 follow ng
[imtations:

A. a distribution shall not be recoverable under this
Section if the recipient or other beneficiary of distribution

shows that when paid the distribution was [|aw ul and
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reasonable, and that the insurer did not know and coul d not
reasonably have known that the distribution would adversely
affect the ability of the insurer to fulfill its contractual
obl i gati ons;

B. a person who was an affiliate that controlled the
insurer at the time the distributions were paid shall be
liable up to the anount of distributions he or she received.
A person who was an affiliate that controlled the insurer at
the time the distributions were declared shall be liable up
to the anmount of distributions he or she woul d have received
if they had been paid immedi ately. If 2 or nore persons are
liable wth respect to the sanme distributions, they shall be
jointly and severally liable. |If a person liable under this
subdivision is insolvent, all controlling affiliates at the
tinme the distribution was paid shall be jointly and severally
liable for any resulting deficiency in the anount recovered
fromthe insolvent affiliate; and

C. the maxi mum anount recoverable under this subsection
shal | be the amount needed in excess of all other available

assets of the insurer to pay its contractual obligations.

Section 609. Liability of transferee of an avoided
transfer.

A. Except as otherwi se provided in this Section, to the
extent that a transfer is avoided wunder Section 604, 605,
606, or 608 of this Act, the receiver may recover, for the
benefit of the estate, the property transferred, or if the
court so orders, the value of such property, from

(1) the initial transferee of such transfer or the
entity for whose benefit such transfer was nmade; or

(2) any imediate or nediate transferee of such
initial transferee.

B. An officer, director or other person in control of

the insurer who knowi ngly participates in making a transfer
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voi dabl e under Sections 604, 605, 606, or 608 of this Act, if
such person knew or should have known the insurer was or was
about to becone insolvent at the tinme of the transfer, shal

be personally Iliable to the receiver for the anount of the
transfer. |If the transfer was made within 120 days before
the date of filing of a successful petition under this Act
then it shall be presuned that such person knew or should
have known the insurer was or was about to becone insol vent.

C. The receiver may not recover under Section A(2) of
this Section from

(1) a transferee who or that takes for value,
including satisfaction or securing of a present or
antecedent debt, in good faith, and w thout know edge of
the voidability of the transfer avoi ded; or

(2) any imredi ate or nmediate good faith transferee
of such transferee.

D. A transfer that 1is voidable only wunder Section
605B(3) may not be recovered under this Section froma
transferee that is not:

(1) an officer or director of the insurer;

(2) an enployee, attorney or other person who was,
in fact, in a positionto effect a |level of control or

i nfl uence over the actions of the insurer conparable to

that of an officer, whether or not the person held such a

position; or

(3) any shareholder owning or controlling directly
or indirectly nore than 10% of any class of any equity
security issued by the insurer, or any other person,
firm corporation, association, or aggregation of persons
with whomthe insurer did not deal at arm s | ength.

E. (1) A good faith transferee fromwhom the receiver
may recover under subsection A of this Section has a lien on
the property received to secure the | esser of:

(a) the <cost, to such transferee, of any
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i nprovenent nmade after the transfer, |ess the anount
of any profit realized by or accruing to such
transferee from such property; and

(b) any increase in the value of such property
as a result of such inprovenent, of the property
transferred.

(2) In this subsection, "inprovenent" includes:

(a) physical additions or changes to t he
property transferred,;

(b) repairs to such property;

(c) paynent of any tax on such property;

(d) paynent of any debt secured by a lien on
such property that 1is superior or equal to the
rights of the receiver; and

(e) preservation of such property.

F. An action or proceeding under this Section may not be
commenced after the earlier of:

(1) one year after the avoidance of the transfer on
account of which recovery under this Section is sought;
or

(2) the tinme the receivership proceeding is closed

or di sni ssed.

Section 610. Automatic preservation of avoided transfer.
Any transfer avoi ded under Sections 604, 605, 606, 608 or 609
of this Act is preserved for the benefit of the receivership

but only with respect to property of the insurer.

Section 611. Setoff.

A.  Mitual debts or nutual credits whether arising out of
one or nore contracts between an insurer that is subject to a
receivership proceeding under this Act and another person
shal |l be set off and the balance only shall be allowed or

paid except as provided in subsections B of this Section and
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in Sections 602 and 615A(4).

B. No setoff shall be allowed in favor of any person

(1) the obligation of +the insurer to the person
woul d not at the date of the filing of a petition for
receivership entitle the person to share as a claimant in
the assets of the insurer;

(2) the obligation of the insurer to the person was
purchased by or transferred to the person with a viewto
its being used as a setoff;

(3) the obligation of the insurer is owed to an
affiliate of such person or any other entity or
associ ation other than the person;

(4) the obligation of the person is owed to an
affiliate of the insurer or any other entity or
associ ation other than the insurer;

(5 the obligation of the person is to pay an
assessnent |levied against the nenbers or subscribers of
the insurer, is to pay a balance upon a subscription to
the <capital stock of the insurer, or is in any other way
in the nature of a capital contribution; or

(6) the obligations between the person and the
insurer arise out of transactions by which either the
person or the insurer has assuned risks and obligations
from the other party and then has ceded back to that
party substantially the sanme risks and obligations.
Not wi t hst andi ng the provisions of this subsection, the
receiver may permt setoffs if in his or her discretion a
setoff 1is appropriate because of specific circunstances
relating to a transaction.

C. The provisions of subsection B(6) of this Section

shall apply to all contracts entered into, renewed, extended,
or anended on or after the effective date of this Act, and to

debts or credits arising fromany business witten after such
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date pursuant to any such contract. For purposes of this
subsection, any change in the terns of or consideration for
any such contract shall be deened an anendnent of the

contract.

Section 612. Qualified financial contracts.

A. Notw thstanding any other provision of this Act,
including any other provision of this Act permtting the
nmodi fication of contracts, or other |law of a state, no person
shal | be stayed or prohibited from exercising:

(1) any contractual right to termnate, |iquidate
or close out any netting agreenent or qualified financial
contract with an insurer because of:

(a) the insolvency, financial condition or
default of the insurer at any tinme, provided that
such right is enforceabl e under applicable | aw ot her
than this Act; or

(b) the comrencenent of a recei vership
proceedi ng under this Act;

(2) any right under a pledge, security, collatera
or guarantee agreenent or any other simlar security
arrangenment or credit support docunent relating to a
netting agreement or qualified financial contract; or

(3) subject to any provision of Section 611 of this
Act, any right to set off or net out any term nation
val ue, paynent anount, or other transfer obligation
arising under or in connection with a netting agreenent
or qualified financial contract where the counterpart or
its guarantor is organized under the laws of the United
States or a state or foreign jurisdiction approved by the
Securities Valuation Ofice (SVO of the NAIC as eligible
for netting.

B. Upon termnation of a netting agreenent, the net or

settlenment anount, if any, owed by a non-defaulting party to
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an insurer against which an application or petition has been
filed under this Act shall be transferred to or on the order
of the receiver for such insurer, even if the insurer is the
defaulting party, notwithstanding any provision in t he
netting agreenent that may provide that the non-defaulting
party is not required to pay any net or settlenment anount due
to the defaulting party wupon termnation. Any limted
two-way paynent provision in a netting agreenent wth an
insurer that has defaulted shall be deenmed to be a ful

t wo-way paynent provision as against the defaulting insurer.
Any such property or anmount shall, except to the extent it is
subject to one or nore secondary |iens or encunbrances, be a
general asset of the insurer.

C. In mking any transfer of a netting agreenent or
qualified financial contract of an insurer concerning which a
receivership proceeding is pending under this Act, the
receiver shall either

(1) transfer to one party (other than an insurer
subject to a proceeding under this Act) all netting

agreenents and qualified financial contracts between a

counterpart or any affiliate of such counterpart and the

insurer that is the subject of the proceeding, including:
(a) all rights and obligations of each party
under each such netting agreenment and qualified
financial contract; and
(b) all property, including any guarantees or
credit support docunents, securing any clains of
each party wunder each such netting agreenent and
qualified financial contract; or
(2) transfer none of the netting agreenents,
qualified financial contracts, rights, obligations or
property referred to in paragraph (1) (with respect to
such counter-party and any affiliate of such

counter-party).
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D. If areceiver for an insurer nakes any transfer of
one or nore netting agreenents, then the receiver shall use
its best efforts to notify any person who is party to the
netting agreenents of the transfer by 12:00 noon (the
receiver's local tinme) on the business day follow ng the
transfer. For purposes of this subsection, business day
means any day other than a Saturday, Sunday or any day on
which either the New York Stock Exchange or the Federa
Reserve Bank of New York is closed.

E. Notwithstanding any other provision of this Act, a
receiver may not avoid any transfer of noney or other
property arising under or in connection wth a netting
agreenent (or any pledge, security, collateral or guarantee
agreenent or any other simlar security arrangenent or credit
support docunent relating to a netting agreenent) that is
made before the commencenent of a receivership proceeding
under this Act. However, a transfer nmay be avoi ded under
Section 609 of this Act if the transfer was made with actual
intent to hinder, delay or defraud the insurer, a receiver
appoi nted for the insurer or existing or future creditors.

F. In exercising any of its powers wunder this Act to
reject or repudiate a netting agreenent, the receiver mnust
take such action with respect to each netting agreenent and
all transactions entered into in connection therewith, inits
entirety. Not wi t hst andi ng any ot her provision of this Act,
any claimof a counter-party against the estate arising from
t he receiver's rejection or repudiation of a netting
agreenent that has not been previously assuned by the
receiver shall be determned and shall be allowed or
di sall owed as if such claimhad arisen before the date of the
filing of the petition under this Act, provided that no such
claimshall be allowed to have a priority greater than the
claim of a general creditor. The anpunt of the claimshal

be the actual direct conpensatory damages determned as of
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the date of the rejection or repudiation of the netting
agreenent. The termactual direct conpensatory damages does
not include punitive or exenplary damages, damages for | ost
profit or |lost opportunity or damages for pain and suffering,
but does include normal and reasonable costs of cover or
ot her reasonable neasures of damages wutilized in t he
derivatives market for the contract and agreenent cl ains.

G The term contractual right as used in this Section
i ncludes any right, whether or not evidenced in witing,
arising under statutory or common |law, a rule or bylaw of a
national securities exchange, national securities clearing
organi zation or securities clearing agency, a rule or byl aw,
or a resolution of the governing body, of a contract market
or its clearing organization, or under |aw nerchant.

H The provisions of this Section shall not apply to
persons who are affiliates of the insurer that is the subject
of the receivership proceeding.

. Al rights of counter-parties under this Act shal
apply to netting agreenents entered into on behalf of the
general account or separate accounts if the assets of each
separate account are available only to counter-parties to
netting agreenments entered into on behalf of that separate

account.

Section 613. Recovery from reinsurers. Except as
provided in Section 614, the anmount recoverable by the
receiver fromreinsurers shall not be reduced as a result of
the filing of a proceeding under this Act, regardl ess of any

provision in the reinsurance contract or other agreenent.

Section 614. Cut-through provisions. |[If a reinsurance
contract or other witten agreenment is entered into prior to
the receivership proceeding and is not otherw se prohibited

by | aw and expressly provides for another payee of such
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reinsurance in the event of the insolvency of the ceding
i nsurer, any paynent made or due to such third party under
such contract or other witten agreenent shall be a reduction
to the anount due the receiver. Except as provided in this
Section, paynent nmade directly to an insured or other payee
shal | not dimnish the reinsurer's obligation to the

i nsurer's estate.

Section 615. Life and health reinsurance.

A. At any tine wthin one year after the date on which
any |ife or health guaranty associ ation becones responsible
for the obligations of a nenber insurer (the coverage date),
the guaranty association may elect to succeed to the rights
and obligations of the nenber insurer that accrue on or after
the coverage date and that relate to contracts covered (in
whole or in part) by the guaranty association, under any one
or nore indemity reinsurance agreenent(s) entered into by
the nmenber insurer as a ceding insurer and selected by the
guaranty associ ation; provided, however, that the guaranty
association may not exercise any such election with respect
to a reinsurance agreenent if the receiver of the nenber
i nsurer has previously and expressly rejected the reinsurance
agreenent. The election shall be effected by a notice to the
receiver and to the affected reinsurer(s). |If the guaranty
associ ation nmakes an el ection, subsections A(1l) through A(4)
bel ow shall apply with respect to the agreenents sel ected by
t he guaranty associ ati on:

(1) the guaranty association shall be responsible
for all unpaid prem uns due under the agreenment(s) (for
periods both before 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 relates to contracts covered (in whole or

in part) by the guaranty association. The term "prem uns"
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as used in this subsection is intended to include other
routine, periodic, nonetary considerations, such as
reserve adjustnents pursuant to nodified coinsurance
agreenents, necessary to keep the contracts in effect.
The guaranty association may charge contracts covered in
part by the guaranty association, through reasonable
al l ocation nethods, the costs for reinsurance in excess
of the obligations of the guaranty associ ation;

(2) the guaranty association shall be entitled to
any anounts payable by the reinsurer under t he
agreenent(s) wth respect to | osses or events that occur
in periods after the coverage date and that relate to
contracts covered by the guaranty association (in whole
or in part), provided that, wupon receipt of any such
anounts, the guaranty association shall be obliged to pay
to the beneficiary under the policy or contract on
account of which the anmounts were paid a portion of the
anount equal to the excess of (i) the anmount received by
the guaranty association, over (ii) the benefits paid by
t he guaranty association on account of the policy or
contract less the retention of the inpaired or insolvent
menber insurer applicable to the | oss or event;

(3) wthin 30 days foll ow ng t he guar anty
association's election, the guaranty associ ation and each
indemity reinsurer shall calculate the net balance due
to or from the guaranty association under each such
rei nsurance agreenent(s) as of the date of the guaranty
association's election, which calculation shall give ful
credit to all itens paid by either the nenber insurer (or
its receiver) or the indemity reinsurer during the
peri od between the coverage date and the date of the
guaranty association's election. Either the guaranty
association or indemmity reinsurer shall pay the net

bal ance due the other within 5 days of the conpletion of
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the aforenentioned calculation. | f t he receiver,

rehabilitator or |iquidator has received any anounts due

the guaranty association pursuant to subsection A(2) of
this Section, the receiver shall remt the sane to the
guaranty association as pronptly as practicable, and

(4) if the guaranty association, within 60 days of
the election, pays the premuns due for periods both
before and after the coverage date that relate to
contracts covered by the guaranty association (in whole
or in part), the reinsurer shall not be entitled to
termnate the reinsurance agreenent(s) (insofar as the
agreenent(s) relate to contracts covered by the guaranty
association (in whole or in part)) and shall not be
entitled to set off any unpaid prem um due for periods
prior to the coverage date against anmounts due the
guaranty association. The termpremuns as used in this
subsection is intended to i ncl ude ot her routine,
peri odi c, nonet ary consi derations, such as reserve
adj ustnents pursuant to nodified coi nsurance agreenents,
necessary to keep the contracts in effect.

B. In the event the guaranty association transfers its
obligations to another insurer, and i f t he guar anty
association and the other insurer agree, the other insurer
shal |l succeed to the rights and obligations of the guaranty
associ ation wunder subsection A effective as of the date
agreed upon by the guaranty association and the other insurer
and regardl ess of whether the guaranty association has nade
the election referred to above in subsection A provided that:

(1) the indemity reinsurance agreenent(s) shal
automatically termnate for new reinsurance unless the
indemmity reinsurer and the other insurer agree to the
contrary;

(2) the obligations described in the proviso to

subsection A(2) above shall no |onger apply on and after
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the date the i ndemity rei nsurance agr eenment IS
transferred to the third party insurer; and

(3) this subsection B shall not apply if the
guaranty association has previously expressly determ ned
in witing that it wll not exercise the election

referred to in subsection A

C. The provisions of this Section shall supersede the
provisions of any law of this State or of any affected
rei nsurance agreenent(s) that provide for or require any
paynment of reinsurance proceeds, on account of |osses or
events that occur in periods after the coverage date, to the
receiver of the insolvent nenber insurer. The receiver,
rehabilitator or liquidator shall remain entitled to any
anounts payable by the reinsurer wunder the reinsurance
agreenent(s) wth respect to | osses or events that occur in
periods prior to the coverage date (subject to applicable
setof f provisions).

D. Except as otherw se expressly provided above, nothing
herein shall alter or nodify the ternms and conditions of the
indemmity reinsurance agreenents of the insolvent nenber
i nsurer. Not hing herein shall abrogate or limt any rights
of any reinsurer to claimthat it is entitled to rescind a
rei nsurance agreenent. Not hing herein shall give a policy
owner or beneficiary an i ndependent cause of action against
an indemity reinsurer that is not otherwse set forth in the
indemmity reinsurance agreenent. Nothing herein shall apply
to reinsurance agreenents covering property or casualty
risks.

E. The provisions of Sections 807 and 808 shall not
apply to any reinsurance agreenent(s) selected by a guaranty
associ ation pursuant to subsection A of this Section or by an

i nsurer pursuant to subsection B of this Section.

Chapter 7. Creditors and O ains
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Section 701. Rights and liabilities of creditors fixed
upon liquidation. The rights and liabilities of the insurer
and of its creditors, policyhol ders, stockholders or nenbers
and all other persons interested in its assets, shall be
fixed as of the date of the entry of the order of |iquidation

unl ess otherw se provided by order of the receivership court.

Section 702. Cains filing; late filing.

A. To the extent required, proof of all clains shall be
filed wth the receiver in the formrequired by Section 703
on or before the last day established by the receivership
court, which date shall not be later than 18 nonths after
entry of the order of liquidation wunless the receivership
court, for good cause shown, extends such tinme, and except
that proofs of claim for cash surrender values or other
investnment values in life insurance and annuities need not be
filed unless the receiver expressly so requires.

B. Upon the rehabilitation or |iquidation of any conpany
which has issued policies insuring the lives of persons, the
Comm ssioner shall, within a reasonable tinme after the |ast
day set for the filing of clainms, nmake a Iist of the persons
who have not filed proofs of claimwth himand whose rights
have not been reinsured, to whomit appears fromthe books of
the conpany, there are amobunts owi ng on such policies and he
shal | set opposite the nane of each person such anmount so
owng to such person. The Comm ssioner shall incur no
personal liability by reason of any mstake in such |[list.
Each person whose nanme shall appear upon said |ist shall be
deened to have duly filed prior to the last day set for
filing of claims a proof of claimfor the anbunt set opposite
his nanme on said |ist.

C. The receiver shall permt a claimant making a late
filing to share in distributions, including a ratable share

of distributions previously made, whether past or future, as
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if the claimwere not late-filed, to the extent that the
paynment wll not prejudice the orderly adm nistration of the
recei vership, under the follow ng circunstances:

(1) the existence of the claimwas not known to the
claimant and the claimant filed the claimas pronptly as
reasonably possible after learning of it;

(2) the claimis filed pursuant to Section 712B; or

(3) the wvaluation wunder Section 707 of security
hel d by a secured creditor shows a deficiency, and the
claimis filed wwthin 30 days after the valuation.

D. The receiver shall permt guaranty associations to
file clains late and to receive a ratable share of
distributions previously nmade as if such clainms were not
| at e.

E. Notwithstanding the foregoing, the receiver may
consider and allow a late-filed claimwhich is not covered by
subsection C and permt it to receive distributions as if it
had not been filed late, to the extent such treatnent wll
not prejudice the orderly adm nistration of the receivership.
The late- filing claimnt shall receive distributions in the
sanme percentage as other claimants in Class 7, pursuant to

Section 713 G

Section 703. Proof of claim
A. A proof of claimshall consist of a statenent signed
by or on behalf of the claimant that includes all of the
foll ow ng that are applicable:
(1) the particulars of the claim including any
consideration given for it;
(2) the identity and anount of any security for the
claim
(3) the paynents nade on the debt, if any;
(4) that the sumclainmed is justly owwng and that

there is no set off, counterclaim or defense to the
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claim

(5 any right of priority of paynent or other
specific right asserted by the claimnts;

(6) the name and address of the clainmant and the
attorney who represents himor her, if any; and

(7) the claimant's social security or f eder al
enpl oyer identification nunber.

B. The receiver may require that a prescribed form be
used and may require that other information and docunents be
i ncl uded.

C. The receiver may request the clainmant to present
information or evidence supplenentary to that required under
subsection A at any tine and may take testinony under oath,
require production of affidavits or depositions, or otherw se
obtain additional information or evidence.

D. Any guaranty association shall be permtted to file a
single omi bus proof of <claim for all claims of the
association in connection with the paynent of clainms of the
i nsol vent insurer. The omi bus proof of claim may be
periodically updated by the association and the association
may be required to subm t a reasonable anount of

docunentation in support of the claim

Section 704. Allowance of clains.

A. The receiver shall reviewall clains duly filed in
the receivership proceeding and shall further investigate as
he or she considers necessary. Consi st ent W th t he
provi sions of this Act, the receiver nmay conpound, conprom se
or in any other manner negotiate the amount for which clains
W ll be recommended to the receivership court wunless the
receiver is required by law to accept clains as settled by a
person or organization, including a guaranty association,
subject to any statutory or contractual rights of the

affected reinsurers to participate in the clains allowance
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pr ocess.

B. Except as provided in Section 705, a contingent or
unliquidated claim may not be allowed unless such claim
beconmes absolute on or before the date established by the
recei vership court.

C. A claimthat is unmatured as of the date established
by the receivership court my be allowed as if it were
mature, except it shall be discounted at the higher of the
| egal rate of interest accruing on judgnents or the rate of
interest available on United States Treasury securities of
approxi mately the sane maturity.

D. A judgnent or order against an insured or the insurer
entered after the date of the filing of a successful petition
for rehabilitation or liquidation and a judgnment or order
against an insured or the insurer entered at any tine by
default or by collusion need not be considered as evidence of
liability or of the quantum of damages. A judgnent or order
against an insured or the insurer entered wthin 120 days
before the filing of the petition need not be considered as
evidence of liability or of the quantum of damages.

E. dains under enploynent contracts by directors,
principal officers or persons in fact performng simlar
functions or having simlar powers are limted to paynent for
services rendered prior to any order of rehabilitation or
I i qui dati on.

F. The total liability of the insurer to all «claimnts
arising out of the sanme act or policy shall be no greater
than its total liability would be were the insurer not in
rehabilitation or |iquidation.

G dains equal to or less than $50 shall be disal |l owed.

Section 705. Allowance of contingent and unli qui dated
clains. A reported claimof an insured or third party nay be

al l oned, regardless of the fact that it was contingent or
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unl i qui dated as of the date established under Section 702, if
any contingency is renoved in accordance wth subsection A
and the value of the claimis determned in accordance wth
subsection B
A. A contingent claimmay be allowed if:
(1) the cl ai mant has presented proof of the
insurer's obligation to pay reasonably satisfactory to
t he receiver; or
(2) the claim was based upon a cause of action
agai nst an insured of the insurer; and
(a) it may be reasonably inferred from proof
presented wupon the claimthat the claimant woul d be
able to obtain a judgnent; and
(b) the person has furnished suitable proof,
unless the receivership court for good cause shown
shall otherw se direct, that no further valid clains
can be made against the insurer arising out of the
cause of action other than those al ready presented.
B. An unliquidated claimmay be allowed if:
(1) its amount has been determ ned; or
(2) its anmount remains undeterm ned, the val uation
of the wunliquidated claim may be nade by estimte
whenever the receiver determnes that either 1iquidation
of the claimwould unduly delay the adm nistration of the
receivership pr oceedi ng or that the admnistrative
expense of processing and adjudicating the claimor group
of clains of a simlar type would be unduly excessive
when conpared wth the assets that are estimated to be
avai l able for distribution with respect to the claim
Any estimate shall be based on an accepted nethod of
valuing clains wth reasonable certainty, such as

actuari al eval uati on.

Section 706. Reserve for third party clains against
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i nsur ed.

A If athird party asserts a cause of action against an
insured, the third party may file a claim which clai mmy be
al l oned as provided in Section 704 of this Act.

B. Wether or not the third party files a claim the
insured may file a claimon his or her behalf. The receiver,
in his or her discretion, may elect to evaluate such claim
under Section 705B or subsection C of this Section.

C. The receiver may estimte the amount of an insured's
reported claimafter consideration of the probabl e outcone of
any pending action against the insured on which the claimis
based, the probabl e danages recoverable in the action and the
probabl e costs and expenses of defense. Upon the receiver's
petition and after approval by the receivership court, the
recei ver shall set aside funds equal to the dividend which
would be payable on the claim as estimated, pending the
outcone of litigation and negotiati on between the insured and
the third party. The receiver may reconsider the anount
wi thheld wunder this subsection on the basis of additional
information and petition the receivership court as he or she
deens appropri ate. After notice and a hearing, the
receivership court may anmend its allowance as appropriate.
As clainms against the insured are settled or barred, the
claimof the insured shall be allowed and there shall be paid
fromthe anmount reserved the sanme percentage dividend as was
paid on other clains of the sanme priority, based on the
| esser of:

(1) the amount actually due fromthe insured on the
basis of a judgnment or by agreenent with the third party,
pl us the reasonabl e costs and expense of defense; or

(2) the anbunt of the estimte approved by the
receivership court and for which provision was nade in
accordance wth this subsection.

After all clains are settled or barred, any sum renaining
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fromthe anount w thheld shall revert to the wundistributed
assets of the insurer.

D. If several clains founded upon one policy are filed,
whet her by third parties or as clains by the insured under
this Section, and the aggregate all owed anmount of the clains
exceeds the aggregate policy limts, the policy limts shal
be apportioned ratably anong the allowed clains. I f any
insured's claimis subsequently reduced under subsection C,
the amount thus freed shall be apportioned ratably anong the
cl aims whi ch have been reduced under this subsection.

E. No claimmy be allowed under this Section to the

extent it is covered by any guaranty associ ation.

Section 707. Allowance of secured cl ains.

A. The wvalue of security held by a secured creditor
shal | be determ ned:

(1) by converting the sane into noney according to
the terns of the agreenent pursuant to which the security
was delivered to the creditors; or

(2) by agr eenent, arbitration, conprom se, or
litigation between the creditor and the receiver.

B. The determination shall be under the receivership
court's supervision and control wth due regard for the
receiver's recommendation. The anount determned shall be
credited upon the secured claimand any deficiency shall be
treated as an unsecured claim |If +the <claimant surrenders
his or her security to the receiver, the entire cl ai mshal

be allowed as if unsecured.

Section 708. Prelimnary notice of clains determ nation.
A. After consideration of <clains in accordance wth
Sections 704, 705, 706, and 707 the receiver shall provide
notice of his or her prelimnary determnation and of the

right to obj ect to the claimant or the claimnt's
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representative and to any reinsurer which is or would be
liable to the receiver in respect of the claimif it were
allowed. Notice shall be sent by first class mil to
the intended recipient's |last known address, according to
the receiver's records, and shall include a description of
the clai mproposed to be all owed or denied, the rationale for
such all owance or denial, and the procedures for submtting
obj ections to the receiver.

B. Wthin 60 days fromthe mailing of the notice, the
claimant or the reinsurer may file witten objections wth
the receiver. Any claimant or reinsurer who fails to object
on a tinely basis may not further object to that claim
determ nati on

C. \Wienever an objectionis filed with the receiver and
the matter is not resolved by the parties, the receiver shal
submt the claimwith his or her final determnation to the

recei vership court in accordance with Section 711

Section 709. dCdains of co-debtors. |If a creditor, whose
claim against an insurer is secured in whole or in part by
t he undertaki ng of another person, fails to prove and file
that claim the other person may do so in the creditor's nane
and shall be subrogated to the rights of the creditor,
whet her the claimhas been filed by the creditor or by the
other person in the creditor's nane, to the extent that he or
she discharges the wundertaking. In the absence of an
agreenent with the creditor to the contrary, the other person
shall not be entitled to any distribution until the anount
paid to the creditor on t he under t aki ng pl us t he
distributions paid on the claimfromthe insurer's estate to
the creditor equals the amount of the entire claim of the
creditor. Any excess received by the creditor shall be held
by himor her in trust for the other person. The term "other

person” as used in this Section, is not intended to apply to
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a guaranty associ ation.

Section 710. Approval of agreed cl ai ns.

A. Cainms with respect to which no objection is filed on
a tinmely basis under Section 708 shall be treated as agreed
claims under this Section.

B. Unresolved disputes shall be determ ned in accordance
with Section 711.

C. As soon as practicable, the receiver shall file wth

the receivership court a report of the agreed cl ai ns agai nst

the insurer with his or her recommendations. The report
shall include the nanme and address of each clainmant and the
anmount of the claimfinally recommended, if any. If the

insurer has issued annuities or life insurance policies, the
receiver shall report the persons, according to the records
of the insurer, to whomanounts are owed as cash surrender
val ues or other investnent value and the anpbunts owed.

D. Notice of the proposed all owance or disallowance of
any claim wunder this Section shall be given as provided at
Section 524.

E. The receivership court nay, not sooner than 14 days
from the date notice was nailed pursuant to subsection D

approve, disapprove or nodify the receiver's claimreport.

Section 711. Denial of a claim

A. If the receiver denies a claimin whole or in part,
he or she shall provide notice of the final determ nation and
hearing as provided at Section 524, by first class mail at
the | ast known address, according to the receiver's records.

B. A hearing shall be held with respect to the «claim
determ nation, not sooner than 14 days fromthe date notice

was mail ed pursuant to subsection A

Section 712. Claimby creditor in receipt of voidable


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

N R R R R R R R R R R
O O 00 N o o0 M WwWN O

21
22
23
24
25
26
27
28
29
30
31
32
33

- 86- LRB9200955JSpc

transfer.

A. The receivership court shall disallow the claimof
any entity fromwhich property is recoverable under Section
609 or that is the transferee of a transfer voidabl e under
Section 604, 605, 606 or 608 of this Act or simlar provision
of the laws of this State other than under this Act, unl ess
such entity or transferee has paid the anmount, or turned over
any such property, for which such entity or transferee is
i abl e under said Sections. |f the avoidance is effected by
a proceeding in which a final judgnent has been entered, the
claimshall not be allowed unless the noney is paid or the
property is delivered to the receiver within 30 days fromthe
date of the entering of the final judgnent, unless the
receivership court allows further tine for an appeal or other
continuation of the proceeding.

B. Aclaimarising by reason of the recovery of property
under Section 602 or 609, whether voluntary or involuntary,
may be filed as an excused late filing under Section 702B if
filed within 30 days fromthe date of the avoidance or within

the further time allowed by the receivership court.

Section 713. Priority of distribution. The priority of
distribution from the insurer's general assets shall be in
accordance with the order in which each class of <clainms is
set forth in this Section. Every claimin each class shal
be paid in full or adequate funds retained for their paynent
before the nmenbers of the next class receive paynent. Except
as provided at subsection A(7) of this Section, Section 506
and Section 802E, subclasses shall not be established wthin
a class. The order of distribution of clains is as foll ows:

AL Cass 1. The costs and expenses of adm nistration,
including, but not limted to, the foll ow ng:

(1) the actual and necessary costs of preserving or

recovering the insurer's assets;
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(2) reasonable conpensation for al | services
rendered by or to the receiver;

(3) any necessary filing fees;

(4) the fees and m | eage payable to w t nesses;

(5) the reasonabl e expenses of a guar anty
associ ati on, including overhead, salaries and other
general admnistrative expenses, allocable to such
recei vership, to include admnistrative and clains
handl i ng expenses and expenses in connecti on wth
arrangenments for ongoing coverage, other than expenses
incurred in the performance of duties wunder Section
531.12 and Section 547 of the Illinois Insurance Code or
simlar duties under the statute governing a simlar
organi zation in another state;

(6) the actual and necessary fees and expenses of a
supervi sor appointed pursuant to Article XIl 1/2 of the
I1linois Insurance Code if the recei vership proceeding
was preceded by supervision pursuant to Article XIl 1/2
of the Illinois Insurance Code and the fees were not paid
at the date of comencenent of t he receivership
proceedi ng under this Act; and

(7) unsecured loan and other credit obligations
incurred by the receiver. Any such obligation shal
have priority over all other costs of adm nistration.

B. Cdass 2. Al clainms under policies, including third
party clains and clains under nonassessable policies for
unearned premum All other clains of a guaranty association
not included in Cass 1 or Cass 5 and in the case of a life,
health and annuity guaranty association all clains as a
creditor of the inpaired or insolvent insurer for al
paynments of and liabilities incurred on behalf of covered
clains or covered obligations of the insurer and for the
funds needed to reinsure those obligations with a solvent

i nsurer. For purposes of this Section, "policies" shal


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

- 88- LRB9200955JSpc

i nclude either those insurance conpany products that are
considered policies under the laws of this State as of the
effective date of this Act or those insurance conpany
products that are considered policies under the laws of this
State as of the date of the entry of the order of
I i qui dati on.

If it is provided by witten agreenent, statute or rule
that the assets in a separate account are not chargeable with
the liabilities arising out of any other business of the
insurer, that part of a claim that includes a separate
account shall be satisfied out of the assets in the separate
account equal to the reserves mintained in the separate
account under the separate account agreenent. The remai nder
of the claimshall be treated as a Cass 2 claim to the
extent that reserves therefor have been established in the
insurer's general account pursuant to statute, rule or the
separate account agreemnent.

Not wi t hst andi ng the foregoing, the follow ng clains shal
be excluded fromddass 2 priority:

(1) obligations of the insolvent insurer arising
out of reinsurance contracts;

(2) obligations incurred after the expiration date
of the insurance policy or after the policy has been
replaced by the insured or <canceled at the insured's
request or after the policy has been cancel ed as provi ded
in this Act. Notw thstanding this subsection, unearned
premum claims on policies, other than rei nsurance
agreenents, shall not be excl uded;

(3) any claimwhich is in excess of any applicable
limts provided in the insurance policy 1issued by the
i nsol vent insurer;

(4) any anmount accrued as punitive or exenplary
damages unl ess expressly covered under the terns of the

policy; and
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(5 tort clainms of any kind against the insurer and
claims against the insurer for bad faith or w ongful
settl enent practices.

C. dass 3. Claims of the federal government not
included in O ass 2.

D. dass 4. Debts due to enployees for servi ces
performed to the extent that they do not exceed $1,000 and
represent payment for services performed wthin one year
bef ore t he filing of the petition for receivership
proceeding. Oficers and directors are not entitled to the
benefit of this priority. This priority is in lieu of any
other simlar priority that may be authorized by law as to
wages or conpensation of enpl oyees.

E. dass 5. dains of general creditors not included in
classes one through 4, including clains under reinsurance
contracts and clains of guaranty associations for assessnents
not paid by the insurer.

F. Cdass 6. Cains of any state or |ocal governnent.
Clainms, including those of any state or |ocal governnental
body for a penalty or forfeiture, are allowed in this class
only to the extent of the pecuniary |oss sustained fromthe
act, transaction, or proceeding out of which the penalty or
forfeiture arose, with reasonable and actual costs incurred.
The remai nder of the clains shall be postponed to the class
of clainms under subsection |

G dass 7. Late filed clains which woul d ot herw se be
classified in Casses 2 through 6.

H dass 8. Surplus, capital or contribution notes, or
simlar obligations, and premum refunds on assessabl e
pol i ci es.

|. dass 9. The clains of sharehol ders or other owners.

Section 714. Domciliary liquidator's proposal for early

access di sbursenents.
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A. Wthin 120 days of a final order of liquidation the

i qui dator shall nake application to the receivership court

for approval of a proposal to nake early access disbursenents

of marshal ed assets, to any guaranty associ ation having

obl i gati ons because of the insolvency.

B. The proposal shall at |east include provisions for:

(1) reserving anounts for the paynent of expenses
of admnistration and the paynent of clains of secured
creditors, to the extent of the value of the security
hel d, and cl ai s falling W t hin the priorities
established in Class 1 and, to the extent not wthin
guaranty associ ation coverage, Class 2 of Section 713;

(2) initial disbursenment of the assets marshaled to
date, which shall be as soon as practicable and in any
case not later than 120 days after approval of the early
access plan, and subsequent disbursenent of assets which
shal |l be at |east annually;

(3) equitable allocation of disbursenents to each
of the guaranty associations entitled thereto;

(4) the securing by the |iquidator fromeach of the
guaranty associations entitled to disbursenents pursuant
to this Section of an agreenent to return to the
i qui dator such assets, together with investnent incone
actually earned on assets previously disbursed, as may be
required to pay clains of secured creditors and clains
falling within the priorities established in Section 713
in accordance wth such priorities. No bond shall be
requi red of any such guaranty associ ati ons;

(5 a full report to be nmade by each guaranty
association to the liquidator accounting for all assets
so disbursed to the association, all disbursenents nmade
therefrom any interest earned by the association on the
assets and any other matter as the receivership court may

direct;
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(6) disbursenents to guaranty associations in sumnms
as large as possible, subject to the limtations set
forth in subsection B(1). |If the |liquidator determ nes
that there are insufficient assets to disburse at the
time of any required disbursenent, the I|iquidator shal
make application to the receivership court, with notice
to the affected guaranty associ ati ons pursuant to Section
407B for approval of the determ nation not to disburse,
stating the reasons therefor;

(7) the liquidator's proposal shall provide for
di sbursenents to the guaranty associations in anounts
estimated at least equal to the sum of: (i) claim
paynments and all ocated | oss adjustnent expenses of the
association, and (ii) reserves as established by the
association for reported unpaid clains and all ocated | oss
adj ust rent expenses. Anmounts used for (i) and (ii) above
shal | be those reported to the liquidator by the
association in its nost recent financial report to the
I'i qui dat or. The liquidator's proposal shall further
provide that if the assets available for disbursenent
fromtime to time do not equal or exceed the made or to
be made by the association then disbursenents shall be in
the anount of available assets. The |iquidator shal
liquidate the assets of the insurer in an expeditious
manner, but is not required to nmake forced or quick sales
that would result in obtaining |less than market val ue for
asset s. Unl ess ot herw se provi ded for by t he
recei vership court, the reserves of the insolvent insurer
as reflected inits records on the date of the order of
i quidation shall be used for purposes of determ ning the
pro rata allocations of initial disbursenents anong
el i gi bl e associ ati ons; and

(8) the liquidator may not offset the anbunt to be

di sbursed to any guaranty association by the anount of
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any special deposit or any other statutory deposit or

asset of the insolvent insurer held in that state unl ess

such deposit has been forwarded to the association.

C. Nothing in this Section shall affect the nethod in
which |ife and health insurance guaranty associ ations conpute

their coverage obligations.

Chapter 8. The Plan

Subchapter 1. Filing and Court Approval of Plan

Section 801. Wwo may file a plan.

A. Except as otherwise provided in this Section, only
the receiver may file a plan wthin one year after the
earlier of the date of the order of rehabilitation or
[ iquidation under this Act.

B. Any party ininterest may file a plan if and only if:

(1) the receiver has not filed a plan wthin one
year after the wearlier of the date of the order of
rehabilitation or |iquidation under this Act; or

(2) the receiver has not filed a plan that has been
approved by the receivership court, wthin 18 nonths
after t he earlier of the date of the order of
rehabilitation or |iquidation under this Act.

C. On request of a party in interest nade wthin the
respective periods specified in subsections B(1) and B(2) of
this Section and after such notice as the receivership court
deens appropriate, the receivership court wmy for cause
reduce or increase the tine periods of either subsection.

D. Once a plan has been filed, any party in interest may

object to the plan or propose nodifications to it.

Section 802. Contents of a plan.
A. A plan shall
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(1) except as provided at subsection E of this
Section, provide the sane treatnent for each claimor
interest of a particular class, unless the holder of a
particular claim or interest agrees to a |less favorable
treatnent of such particular claimor interest;

(2) provide adequat e means for t he pl an' s
i npl enent ati on; and

(3) contain adequate information concerning the
financial condition of the insurer and the operation and
effect of the plan, in sufficient detail as far as is
reasonably practicable in Iight of the nature and history
of the insurer, the condition of the insurer's books and
records and the nature of the plan. Alternatively, the
plan itself may identify the sources of such information
as contained in the docunent depository established
pursuant to Section 511 of this Act.

(4) provide for the transfer of books, records,
docunents and other information relevant to the duties
and obligations covered by the plan;

(5) provide for the notice to parties in interest
of the provisions of the plan and an opportunity to be
heard; and

(6) provide for the termnation of the receivership
pr oceedi ngs and di schar ge of t he recei ver, if
appropri ate.

B. A plan may include any other provisions not

i nconsistent wwth the provisions of this Act, including, but

not

limted to:

(1) paynent of a dividend pursuant to Section 805;

(2) assunption or reinsurance of all or a portion
of the insurer's remaining liabilities by, and transfer
of assets to, a licensed insurer or other entity;

(3) to t he ext ent appropri at e, provi de for

application of insurance conpany regul atory mar ket
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conduct standards to any entity adm nistering clains on

behal f of the receiver or assumng direct liabilities of

the insurer;

(4) contracting with a state guaranty association
or any ot her qual ified entity to perform the
admnistration of <clainms covered and/or not covered by
guaranty associ ati ons; and

(5) a provision for annual independent financial
and performance audits of any entity adm nistering clains
on behalf of the receiver which is not otherw se subject
to exam nation pursuant to state insurance | aw

(6) termnation of the insurer's liabilities as of
a date certain.

C. If the receivership court has entered an order of
liquidation pursuant to this Act, any plan nay include
provi si ons whi ch:

(1) establish a liquidating trust pursuant to
Section 806;

(2) establish one or nore reinsurance recoverable
trusts pursuant to Sections 807 and 809; or

(3) require nmndatory negotiation and arbitration
procedures pursuant to Section 809.

D. If the insurer has provided life or health insurance
products or annuities, the plan may nodify and restructure
policies and insurance contracts or provide substitute
policies or contracts of insurance.

E. As to clainms which are classified under subsections
B, Dor E of Section 713, a plan nay designate and separately
treat one or nore separate subclasses consisting only of
those claims wthin such classes that are for or reduced to
de mnims anmounts. A de mnims anount shall be any anount
equal to or less than a maxi numde mnims anount approved by
the receivership court as being reasonabl e and necessary for

adm ni strati ve conveni ence.
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Section 803. Receivership court approval of plan.

A. After notice and a hearing, the receivership court
shall approve a plan only if it finds that:

(1) the pl an conplies W th t he appl i cabl e
provi sions of this Act; and

(2) with respect to each class of clains, each
cl ai mant of such class will receive or retain under the
pl an on account of such claimproperty of a value, as of
the effective date of the plan, that is not |less than the
anount that such claimnt would receive or retain if the
insurer were liquidated within a tinme period that is

reasonabl e.

B. Notw thstanding any other provision of this Chapter,
if the plan proposes to restructure or substitute policies or
contracts of |life or health insurance or annuity contracts,
the receivership court nmay not approve the plan unless each
guaranty association whose obligations are affected in any
way by such nodification or restructuring or substitution

has given its witten consent thereto.

Section 804. Effect of receivership court approval of
pl an.

A. Upon its entry, the provisions of a plan and the
order approving it bind the insurer, any entity acquiring
property under the plan, all policyholders, creditors and
equity holders of the insurer.

B. Except as provided in the plan or in the order
approving the plan, after court approval of a plan, the
property dealt wth by the plan shall be free and cl ear of
all clains and interests of creditors and equity holders of

the insurer.

Secti on 805. Parti al and final di stributions or

di vi dends.
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A. Pursuant to a plan, a receiver may declare and pay a
partial or final distribution or dividend to claimants whose
cl ai rs have been allowed as provided in Chapter 7, or fixed
as provided in subsection C of this Section.

B. In determining the percentage of distributions or
dividends to be paid on such clains, the receiver may
consi der t he estimated value of the insurer's assets
(i ncluding estinmated reinsurance recoverables in connection
wth the insurer's estimated liabilities for unpaid |osses
and | oss expenses and for incurred but not reported | osses
and |oss expenses) and the estimated value of the insurer's
ltabilities (including estimated liabilities for unpai d
| osses and |oss expenses and for incurred but not reported
| osses and | oss expenses).

C. The estimation authorized pursuant to this Section
may be used for purposes of fixing a creditor's claimin the
estate and for determning the percentage of a partial or
final distribution or dividend.

D. Nothing in this Section or any other Section of this
Act, shall be construed as authorizing the receiver, or any
other entity, to conpel paynent froma reinsurer on the basis
of estimted incurred but not reported |osses or |oss
expenses, or, except with respect to clains allowed pursuant
to Section 705, case reserves for unpaid |osses and |o0ss
expenses. The obligation of reinsurers to make paynents to
the insurer shall be determined on the basis of reported
claims that have been allowed pursuant to Chapter 7 of this

Act .

Section 806. Transfer of assets and liabilities to
liquidating trust. |If there has been an order of |iquidation
entered in the receivership proceeding then, pursuant to a
plan, a receiver may establish one or nore |liquidating

trusts. In the case of a liquidating trust established in
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connection wwth a plan for a property and casualty insurer:

A. Sone or all of the insurer's assets and liabilities
may be transferred to such trust.

B. For purposes of this Section:

(1) A "future claim under this Section is one
which is incurred but not reported to the insurer as of
the date the liquidating trust is established pursuant to
this Section.

(2) A "future claimant” under this Section is a
person who has, or may have, a future clai magainst the
i nsurer.

C. The receiver may declare and pay distributions or
di vidends as provided in Section 805 while reserving for the
benefit of future claimants a sim |l ar percentage dividend to
be paid on future clains in accordance with subsection D of
this Section.

D. Future claimants nay share in the proceeds of the
l[iquidating trust only when, and to the extent, that any
future claimis allowed pursuant to Chapter 7 of this Act.

E. The receiver may petition the court for t he
appointnent of a future claimrepresentative who shall have
the power to represent the interests of those who may assert
future clains against the insurer. Notwi t hstanding this
subsection, a future claimant may elect to represent his, her
or its own interests and nay opt out of being represented by
the future clains representative.

F. The receiver may termnate |iquidation proceedings
and di spose of property free and clear of the obligation to
future claimants or any other individual or entity as |long as
such property was di sposed of in accordance with this Section
and other applicable provisions of a Liquidation Plan

aut hori zed by Section 802.

Section 807. Collateralization of case reserves and
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i ncurred but not reported | osses.

A. Upon the entry of a receivership order, and
cont i nui ng thereafter, reinsurers that are required to
collateralize their obligations to the insurer pursuant to
contract or Article XI of the Illinois Insurance Code shal
be required to maintain such collateralization in accordance
with the terms of the applicable I aw or contract.

B. Any dispute concerning the appropriate anount of
collateral shall be determned in accordance wth t he

procedure established in Section 809B.

Section 808. Conmutati ons.

A. The receiver may, in his or her discretion, enter
into a voluntary commutation and rel ease of all obligations
arising from reinsurance agreenents entered into by the
i nsurer, subject to the approval of the court.

B. Nothing in this Section, or any other provision of
this Act, shall be construed to override or inpair any
provision in a reinsurance agreenent which establishes a
commercially reasonable and actuarially sound nethod for
val uing and commuting the obligations of the parties to the
rei nsurance agreenent ; provi ded, however, t hat such
commutation provision shall not be effective if it 1is
denonstrated to the court that at the tinme such provision was
entered into, the parties had reasonable cause to believe
that the insurer was insolvent or was about to becone
i nsol vent . Any such contractual commutation provision
entered into wthin one year of the |iquidation order of the
insurer shall be rebuttably presuned to have been entered
into with reasonable cause to believe that the insurer was

i nsol vent or about to becone insol vent.

Section 809. Mandatory negotiation and arbitration.

A. (1) The receiver may apply to the court, with notice
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to the other party to the reinsurance agreenent, for an order
requiring the parties to submt to a nandatory negotiation
and arbitration procedure in accordance with subsection B of
this Section, if:

(a) The ratio of the insurer's actuarially
estimated casualty | osses to the sumof (i) reported
cl ai s on casual ty | osses al | oned by t he
receivership court and (ii) actuarially estimted
casualty losses, is 25%or |less; or

(b) The reinsurer's total adjusted capital is
at or bel ow 200% of its authorized control |evel for
ri sk-based capital purposes.

(2) For purposes of this subsection:

(a) "casualty |osses" neans the insurer's
aggregate |osses arising out of insurance contracts
inthe followwng lines: farm owners nmultiperil,
homeowner s mul ti peril, commer ci al mul ti peril,
medi cal mal practice, workers conpensation, other
l[tability, products Iliability, aut o l[Tability,
aircraft (all peril) and international (of the
foregoing lines); and

(b) "actuarially estimted casualty |osses”
means actuarially esti mat ed incurred but not
reported casualty | osses and estimated case reserves
for clains not yet allowed by the court.

B. (1) Wthin 90 days of the court's order pursuant to
subsection A of this Section, or fromthe date that either
party to a reinsurance agreenent demands arbitration pursuant
to Section 807B, each party shall provide the other party
wth an estimate of the liabilities between the parties and
all relevant docunents and other information supporting the
estimate, including but not limted to: wunderlying prem um
commi ssion and | oss data; estimated incurred but not reported

| osses; projected ultinmate payout; net present value and the
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di scount factor proposed.

(2) If the parties are unable to reach agreenent
within 90 days following the submssion of materials
required in paragraph (1) of this subsection, either
party may initiate the arbitration procedure set forth in
paragraph (3) of this subsection by providing the other
party with a demand for arbitration. A copy of the
demand shall be pronptly provided to the court by the
I i qui dat or.

(3) Venue for the arbitration shall be within the
district of the court's jurisdiction or such other
| ocation as may be agreed to by the parties.

(a) Wthin 30 days of the responding party's
receipt of the arbitration demand, each party shal
appoint an arbitrator who is a disinterested active
or inactive officer, executive or other professional
with no less than 10 years experience in or serving
the insurance or reinsurance industry. The 2
arbitrators shall appoint an independent, inpartial,
disinterested wunpire who is an active or inactive
of ficer or executive of an insurance or reinsurance
conpany. If the arbitrators are unable to agree on
an unpire, each arbitrator shall provide the other
wth the nanmes of 3 qualified individuals, each
arbitrator shall strike 2 nanmes from the other's
list and the unpire shall be chosen by drawing lots
fromthe 2 remaining individuals.

(b) Wthin 60 days following the appointnent
of the wunpire, the parties shall, unless otherw se
ordered by the panel, submt to the arbitration
panel their estimates of the liabilities between the
parties and ot her docunents and infornmation rel evant
to the determnation of the parties rights and

obl i gati ons under t he rei nsurance agr eenent s,
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including but not Ilimted to: underlying prem um
comm ssion and | oss data; estimated incurred but not
reported |osses; projected ultinate payout; net
present value and the discount factor proposed.

(c) The arbitration panel shall issue an award
with respect to the parties obligations and the
court shall <confirm such award absent proof of
statutory grounds for vacati ng or nodi fyi ng
arbitration awards under the Federal Arbitration
Act .

(d) The time periods set forth in this
subsection may be extended upon nutual agreenent of
the parties.

C. Wthin 30 days of the issuance of the award pursuant
to a receiver's application under subsection A(1l) of this
Section in an arbitrati on comenced pursuant to Section 807B
over the appropriate amount of collateral, either the
reinsurer shall post additional <collateral or the insurer
shall release collateral, as necessary to bring the actua
anmount of the collateral to the amount provided for in the
arbitration panel's award.

D. Wthin 30 days of issuance of the award entered
pursuant to a receiver's application under subsection A(1) of
this Section, the reinsurer shall give notice to the receiver
that it

(1) opts to voluntarily comute its liabilities to

the insurer for the amobunt of the award in return for a

full and conplete release of all liabilities between the

parties, whether past, present or future; or
(2) opts not to conmmute its Iliabilities to the

insurer, in which case the reinsurer shall establish a

rei nsurance recoverable trust in the anmount of 102% of

the award. The trust shall be established and nui ntai ned

in accordance with Section 810A. The reinsurer shall pay
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the costs and fees associated with establishing and
mai ntai ning the trust.

E. If the reinsurer notifies the receiver that it opts

to coomute its liabilities pursuant to subsection D(1) of

this Section, the receiver shall have 30 days to:

(1) accept the reinsurer's offer and tender to the
reinsurer a proposed comrutation and release agreenent
provi di ng for a full and conplete release of al
liabilities between the parties, whether past, present or
future; or

(2) reject the reinsurer's offer in exchange for
t he reinsurer's est abl i shnent of a rei nsurance
recoverable trust. |If the reinsurer's offer to comute
is rejected by the receiver in accordance with this
par agr aph, the insurer shall share equally in the costs
and fees associated with establishing and nmai ntaining the
trust and the receiver shall not initiate procedures
pursuant to this Section for a period of 5 years fromthe
date of the receiver's notification pursuant to this
subsection, provided that the receiver and reinsurer may

still initiate procedures pursuant to Section 810E.

Section 810. Reinsurance recoverable trust provisions.
A. As used in this Section:

(1) "Beneficiary" nmeans the domciliary insurance
Comm ssioner, as receiver of the insurer for whose sole
benefit a reinsurance recoverable trust is established.

(2) "Gantor" means t he rei nsurer who has
established a reinsurance recoverable trust for the sole
benefit of the beneficiary.

(3) A "qualified U S financial institution” neans
an institution that:

(a) is organized, or in the case of a US.

branch or agency office of a foreign banking
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organi zation, |icensed under the laws of the United
States or any state thereof and has been granted
authority to operate with fiduciary powers; and

(b) is regulated, supervised and exam ned by
f eder al or state authorities having regulatory
authority over banks and trust conpanies.
(4) "Reinsurance recoverable trust" nmeans a trust

establ i shed pursuant to Section 809 of this Act.

B. The trust agr eenment gover ni ng a rei nsurance

recoverabl e trust shall:

(1) be entered into between the beneficiary, the
grantor and a trustee, which shall be a qualified United
States financial institution;

(2) <create a trust account into which assets shal
be deposited in accordance with Section 809 of this Act.
All assets in the trust account shall be held by the
trustee at the trustee's office in the United States;

(3) provide that the beneficiary shall have the
right to withdraw assets fromthe trust, only

(a) if the claimwas a reported claimallowed
by the court pursuant to Chapter 7; and

(b) where the beneficiary has notified the
grantor, in witing, of the court's allowance of the
claim and

(c) if and to the extent that the anobunt to be
w t hdrawn exceeds any setoff, permtted by Section
611, due to the grantor; and

(d) where 60 days has expired during which the
grantor has failed to either pay the claim or file
notice of a witten dispute wth respect to the
claim in accordance with the terns of t he
rei nsurance agreenent; or

(e) if the beneficiary has conplied wth any

different or other terns and conditions nutually
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agreed to by the beneficiary and the grantor in the
trust agreenent.
(4) require the trustee to:

(a) receive assets and hold all assets in a
saf e pl ace;

(b) determne that all assets are in such form
that the beneficiary, or the trustee upon direction
by the beneficiary, may whenever necessary negoti ate
any such assets, w thout consent or signature from
the grantor or any other person or entity;

(c) furnish to the grantor and the beneficiary
a statenent of all assets in the trust account upon
its inception and at intervals no |l ess frequent than
the end of each cal endar quarter;

(d) notify the grantor and the beneficiary
within 10 days, of any deposits to or w thdrawals
fromthe trust account;

(5) be made subject to and governed by the |laws of
this State;

(6) prohibit the invasion of the trust corpus for
t he purpose of paying conpensation to, or reinbursing the
expenses of, the trustee;

(7) provide that the trustee shall be liable for
its negligence, wilful msconduct or |ack of good faith;

(8) provide that the trustee may resign upon
delivery of a witten notice of resignation, effective
not less than 90 days after the beneficiary and grantor
receive the notice and that the trustee may be renoved by
the grantor by delivery to the trustee and t he
beneficiary or a witten notice of renoval, effective not
less than 90 days after the trustee and the beneficiary
receive the notice, provided that no such resignation or
removal shall be effective until a successor trustee has

been duly appointed and approved by the beneficiary and
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the grantor and all assets in the trust have been duly
transferred to the new trustee;

(9) provide that the grantor shall have the ful
and wunqualified right to vote any shares of stock in the
trust account. Subject to other provisions of this
Section, any interest or dividends paid on shares of
stock or other obligations in the trust account, shal
remain in the trust;

(10) specify categories of investnents reasonably
acceptable to the beneficiary and authorize the trustee
to invest funds and to accept substitutions, by the
grantor, that the trustee determnes are at |east equal
in market value to the assets w thdrawn provided that no
i nvestnment or substitution shall be made wthout prior
appr oval from the beneficiary, which shall not be
unreasonably or arbitrarily w thhel d;

(11) provide that the beneficiary may at any tine
designate a party to which all or part of the trust
assets are to be transferred. Transf er may be
conditioned wupon the trustee receiving, prior to or
si mul t aneousl y, other specified assets;

(12) specify the types of assets that my be
included in the trust account which shall consist only of
cash in United States dollars, certificates of deposit
issued by a United States bank and payable in United
States dollars, and investnents permtted by this
State's Insurance Act or any conbination of the above,
provided investnents in or issued by any entity
controlling, controlled by or under common control wth
either the grantor or the beneficiary of the trust shal
not exceed 5% of total investnents. Assets deposited in
the trust account shall be valued according to their
current fair market val ue;

(13) give the grantor the right to seek approval
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fromthe beneficiary, which shall not be unreasonably or

arbitrarily wthheld, to withdraw fromthe trust account

all or any part of the trust assets and transfer those
assets to the grantor, provided that:

(a) the gr ant or shal |, at the time of
wi t hdrawal , replace the withdrawn assets with other
qualified assets so as to maintain at all tinmes the
deposit in the required anount; or

(b) after withdrawal and transfer, the market
value of the trust account is no |ess than 102% of
the award made pursuant to Section 809B(3)(c).

(14) provide for the return of any anmount w thdrawn
in excess of the actual anobunts required for paynent of
reported allowed clains under paragraph (3) of this
subsection, and for interest paynents at a rate not in
excess of the prime rate of interest on the excess
anounts w t hdr awn;

(15) provide for termnation of the reinsurance
recoverabl e trust in accordance with subsection F
C. Nothing in this subsection shall be construed as

altering the rights or obligations of the parties pursuant to
contractual and statutory provisions providing for notice and
t he determ nation of clains.

D. The grantor shall, prior to depositing assets wth
the trustee, execute assignnments or endorsenents in blank, or
transfer | egal title to the trustee of all shares,
obligations or any other assets requiring assignnents, in
order that the beneficiary, or the trustee upon the direction
of the beneficiary, nmay whenever necessary negotiate these
assets w thout consent or signature fromthe grantor or any
ot her entity.

E. Ether party may request that an arbitration panel
review the amount held in a reinsurance recoverable trust.

The recei vership court may order such review upon a
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denonstration that the anmount in trust is either 25%or nore
deficient or 25% or nore in excess of the reinsurer's
liabilities to the insurer. Upon such a denonstration,
parties shall reinitiate the procedures established in
Section 809B.

F. A reinsurance recoverable trust shall term nate upon
the earlier of:

(1) the court approval of a voluntary comutation
between the grantor and the beneficiary pursuant to
Section 808;

(2) the nutual agreenent of the grantor and the
beneficiary; or

(3) afinding by the court that the grantor has
di scharged its liabilities to the beneficiary.

Upon termnation of the trust account, all assets not
previ ously W t hdr awn by the beneficiary, pursuant to
paragraph B(3), shall, wth witten approval of t he

beneficiary, be delivered over to the grantor.

Section 811. Liquidating trust provisions.
A. As used in this Section:

(1) "Beneficiary" or "beneficiaries" neans the
creditors of the insurer for whose sole benefit the
liquidating trust is established.

(2) "Gantor" means the domciliary insurance
Comm ssi oner, as receiver of the insurer, or his or her
desi gnee.

(3) A "qualified US financial institution"” shal
have the sanme neaning as that termhas in Section 810.

(4) "Liquidating trust" neans a trust established
pursuant to Section 806 of this Act.

B. A liquidating trust shall be established by the
grantor for the benefit of +the beneficiaries, subject to

approval of the court.
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C. A trust agreenent governing a liquidating trust shal
be entered into between the grantor and the trustee, which
shall be a qualified United States financial institution.

D. Assets and Iliabilities of the insurer may be
transferred to the liquidating trust in accordance with
Section 806 and shall be held by the trustee at the trustee's
office in the United States.

E. The trust agreenent entered into pur suant to
subsection B shall

(1) identify the beneficiaries of the trust;

(2) enunerate the authority and duties of the
trust;

(3) specify the types of assets and categories of
investnments that may be held in the trust account;

(4) provide that the trustee shall be liable for
its negligence, wilful msconduct or |ack of good faith;

(5 be made subject to and governed by the | aws of
this State;

(6) provide for the conpensation of the trustee and

t he expense of establishing and maintaining the trust

account ;

(7) provide for the distribution of trust assets to
beneficiaries of the trust; and
(8) provide for termnation of +the trust and
di stribution of any remaining assets in the trust account
(a) after paynents have been nade to al
beneficiaries,
(b) when insufficient assets exist to warrant
mai ntai ning the trust, or
(c) when the anobunt of assets in the trust to
be distributed make it inpractical or uneconomc to
distribute to beneficiaries.
F. The trustee shall furnish to the grantor a statenent

of all assets in the trust account upon its inception and at
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intervals no less frequent than the end of each cal endar

quarter.

Chapter 9. Post Pl an-Approval Mtters

Section 901. Unclainmed and undi stributed funds.

A. Distributions or dividends remaining unclainmed or
unpaid in the receiver's possession for 6 nonths after the
final order of distribution shall be handled as other
uncl ai med funds and shall be paid by the custodian thereof
W thout interest to the person entitled thereto or his or her
|l egal representative or shall be presuned abandoned and
handl ed pursuant to the provisions of the Uniform Di sposition
of Uncl ai med Property Act.

B. Subject to the approval of the receivership court,
after the conpletion of all post closure activities for which
nmoneys were reserved, any remaining reserved assets as well
as any other assets in the hands of the receiver, that my
not be practicably or economcally distributed to claimnts
shal |l be deposited into a segregated account to be known as
the closed estates fund trust account. The Conm ssi oner may
use noneys held in this account for paying the admnistrative
expenses of insurers subject to this Act that |ack sufficient
assets to allow the Comm ssioner to performhis or her duties
and obligations under this Act. An annual audit of the
closed estate fund trust account shall be performed in

accordance wth Section 512 regardl ess of its bal ance.

Section 902. Term nation of receivership proceedi ngs and
di scharge of receiver

A.  Wen all assets justifying the expense of collection
and distribution have been marshaled and distributed under
this Act, the receiver shall petition the receivership court

to termnate the |liquidation proceedings and to close the
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estate. The receivership court may grant such other relief
as may be appropriate, including a full discharge of al
ltability and responsibility of the receiver, a reservation
of assets for adm nistrative expenses incurred in the closing
of the estate. The receiver may recomend to the court and
the court shall direct which records should be retained for
what periods of tinme and which should be destroyed.

B. If t he dissolution of the insurer's corporate
exi stence has not previously been ordered, it shall be
effected by operation of Iaw upon the discharge of the
recei ver, absent a contrary provision in the plan approved by

the receivership court.

Section 903. Petition to reopen pr oceedi ngs. The
Comm ssioner or other party in interest may petition the
receivership court at any tinme to reopen the proceedings for
good cause, including the discovery of additional assets. |If
the receivership court is satisfied that there is good cause

for reopening, it shall so order.

Chapter 10. Interstate Rel ations

Section 1001. Ancillary receivership proceedings.

A. After the commencenent of receivership proceedings in
a non-conpacting reciprocal state agai nst an i nsurer
domciled in such state, a court of conpetent jurisdiction in
this State shall on the Conm ssioner's petition appoint the
Comm ssioner as ancillary receiver in this State of such
insurer. The Comm ssioner shall file such petition if:

(1) the Comm ssi oner finds t hat t here are
sufficient assets of such insurer |located in this State
to justify the appointnent of an ancillary receiver; or

(2) 10 or nore persons resident in a state having

clainms against such insurer file a petition or petitions
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in witing wth t he Comm ssi oner requesti ng t he

appoi ntment of such ancillary receiver.

B. As ancillary receiver, the Conm ssioner shall have
the right to sue for and reduce to possession the insurer's
assets located in this State, and, subject to the domciliary
receiver's rights, the ancillary receiver shall have the sane
powers and be subject to the sane duties with respect to such
assets as the domciliary recei ver possesses under this
State's | aws.

C. The domciliary receiver of an insurer domciled in a
non- conpacting reci procal state shall, except as to special
deposits and security on secured clainms pursuant to Section
1006, be vested by operation of lawwith the title to all of
the insurer's assets, property, contracts, agents' bal ances,
and all of the insurer's books, accounts and other records
located in this State, and shall have the inmmediate right to
recover bal ances due from resident agents and to obtain
possession of any of the insurer's books and records | ocated

in this State.

Section 1002. Filing and provi ng of clainms of
non-residents against domciliary insurers.

A.  In any receivership proceedings begun in this State
agai nst an insurer domciled in this State, claimants
residing in a non-conpacting reciprocal state may file clains
either with the ancillary receiver, if any, or with the
domciliary receiver. Al such clainms nust be filed on or
before the last date fixed for the filing of clains in the
domciliary receivership proceedi ngs.

B. In any such proceeding, controverted cl ai ns bel ongi ng
to claimants residing in non-conpacting reciprocal states may
ei t her:

(1) be proved in this State as provided by |aw, or

(2) if ancillary proceedi ngs have been commenced in
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such reciprocal state, may be proved in such ancillary
proceedings. In the event a claimant elects to prove his
or her claimin ancillary proceedings, and, if notice of
the claimand opportunity to appear and be heard is
afforded the domciliary receiver of this State, such
claim when allowed by the court in the non-conpacting
ancillary state, shall be accepted in this State as fi nal
and conclusive as to its anmount, and shall also be
accepted as final and conclusive as to its priority, if
any, as against special deposits or other security

| ocated within the non-conpacting ancillary state.

Section 1003. Proof of clainms of residents in connection
Wi th receivership proceedings in other non-conpacting states.

A If a receivership proceeding is comenced in a
non-conpacting reciprocal state against an insurer domciled
in such state, claimants against such insurer who reside
within this State may file clains either with the ancillary
receiver, if any, appointed in this State or wth t he
domciliary receiver. Al such clains nust be filed on or
before the | ast date fixed for the filing of clainms in the
domciliary receivership proceeding. In any such proceeding,
controverted clainms belonging to claimants residing in this
State may either:

(1) be proved in the non-conpacting domciliary
state as provided by such State's |aw, or

(2) if ancillary proceedi ngs have been commenced in
this State, be proved in such ancillary proceedi ngs.

B. In the event that any such clainmant elects to prove
his or her claimin this State, the claimant shall file his
or her claim with the ancillary receiver in the manner
provided by this State's law for the proving of clains
against domciliary insurers, and the claimnt shall give, or

cause to be given, at |east 40 days prior to the date of
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hearing, notice to the receiver in the non- conpacti ng
domciliary state, either by mail or otherwise in witing
that such claimis being made to such ancillary receiver and
the nature and the anount thereof. The domiciliary receiver
shall be entitled to appear or to be represented in any
proceeding in this State involving the adjudication of the
claim The allowance of the claim by this State's courts
shall be final and conclusive both as to its anmount and al so
as to its priority, if any, against special deposits or other

security located within this State.

Section 1004. Priority of preferred cl ains.

A.  In any receivership proceeding against a domciliary
i nsurer of this State, <clainms owing to residents of
non-conpacting ancillary states shall be deened preferred
claims if, and only if, like clains are preferred under this
State's laws. Al such clains whether owing to residents or
non-residents shall be given equal priority of paynment from
general assets. No |law of a non-conpacting ancillary state
providing for preferred clains against the insurer's general
assets shall be recognized as against the assets of this
State's delinquent domciliary insurers regardl ess of where
such assets may be | ocat ed.

B. In any receivership proceeding against an insurer
domciled in a non-conpacting reciprocal state, clains ow ng
to this State's residents shall be preferred if, and only if,

such other State's |laws prefer like clains.

Section 1005. Priority of special deposit clains. The
owners of special deposit clainms against an insurer for which
a receiver has been appointed in a receivership proceeding in
this or any non-conpacting state shall be given priority
agai nst their several special deposits in accordance with the

provisions of the statutes requiring the creation and
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mai nt enance of such special deposits. If there is a
deficiency in any such special deposit so that the «clains
secured thereby are not fully discharged therefrom the
claimants nmay share in the general assets, but such sharing
shal |l be deferred until general creditors, and al so claimnts
agai nst other special deposits who have received a snaller
percentage fromtheir respective special deposits, have been
pai d percentages of their clains equal to the percentage paid
from such special deposit, it being this provision' s purpose
and intent to equalize to this extent the advantage gai ned by

the security provided by such special deposits.

Section 1006. Priority of secured clains. The owner of
a secured claimagainst an insurer for which a receiver has
been appointed in a receivership proceeding in this State or
any non-conpacting state may surrender his security and file
his claimas a general creditor, or such secured claimmy be
di scharged by resort to the security, in which receivership
proceeding the deficiency, if any, shall be treated as a
cl ai magainst the insurer's general assets on the same basis
as clainms of unsecured creditors. If the amunt of the
deficiency has been adjudicated in ancillary proceedi ngs as
provided in this Chapter, that amount shall be concl usive;
ot herwi se, the anmpbunt of such deficiency shall be ascertained
and determined in the receivership proceeding in such

insurer's domciliary state.

Section 1007. R ght of domciliary receiver to residuum
of assets of insurers domciled in non-conpacting ancillary
st at es.

A. The ancillary receiver of assets located in this
State of insurers domciled in non-conpacting reciprocal
states and subject to receivership proceedings therein shall,

as soon as practicable, arrange the |liquidation or other
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di sposition of special deposit clainms and secured clains
proved in the ancillary proceedings in this State, and al
remai ning assets, after paynent of expenses the ancillary
recei ver shall pronptly transfer to the domciliary receiver.
B. The domciliary receiver of a non- conpacti ng
reciprocal state nmay sue this State's ancillary receiver in
this State's courts for the purpose of collecting or
obtaining any of the insurer's assets to which the ancillary
receiver may be entitled under this State's laws, and, if no
ancillary receiver IS appointed in this State, such
domciliary receiver may collect or reduce to possession, in
this State, and may sue in this State's courts to obtain, any
assets of such delinquent insurer located in this State, to
which the domciliary receiver may be entitled wunder this

State's | aws.

Section 1008. Attachnment and garni shnment of assets. In
the event of the commencenent of receivership proceedings in
any non-conpacting reciprocal state, no action or proceeding
in the nature of an attachnment, garnishnment, execution or
otherwi se, shall be comenced in this State's courts agai nst

such insurer or its assets.

Section 1009. Declaration of purpose.

A.  The purpose of Sections 1001 through 1008 is to
pr onot e uniformty in the Iliquidation, rehabilitation
reorgani zati on or conservation of insurers doing business in
nore than one state. It is intended that Sections 1001
t hrough 1008 shall be liberally construed to the end that so
far as possible such insurers' assets shall be equally and
uniformy conserved in all states, and that clai mants agai nst
such insurers shall receive equal and wuniform treatnent
irrespective of residence or the place of the acts or

contacts upon which their clains are based.
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B. The provisions of Sections 1001 through 1008 shall be
effective only with respect to this State and other states in
whi ch:

(1) it is provided by law that only the insurance

Comm ssioner or equivalent supervisory official of the

state shall be vested with title to the assets of, and

shall wind wup the affairs of, delinquent insurers under
judicial supervision; and
(2) in substance and effect, the provisions of

Sections 1001 through 1008 are in force. The provisions

of Sections 1001 through 1009 insofar as applicable to

any insurer incorporated or organized in a foreign
country, shall apply only to the assets, liabilities and

busi ness of such insurer within the several states.

Section 1010. Uniformty of interpretation. Sections
1001 through 1009 shall be so interpreted and construed as to
effectuate their general purpose to make uniformthe | aw of
t hose non-conpacting states that enact the Uniform Insurers

Li qui dati on Act.

Chapter 11. The Interstate Conpact Comm ssion

Section 1101. Cooperation with the Comm ssion and anong
conpacti ng states.

A. A conpacting state and its agents, representatives
and all other persons with authority over or in charge of any
part of the conpacting State's conpliance with the Comm ssion
rules, operating procedures, bylaws and | aws enacted in the
conpacting states, shall cooperate with the Conm ssion in the
performance of its obligations and responsibilities under
such rules, operating procedures, bylaws and | aws, and shall
take all reasonable actions to conply wth such rules,

operating procedures, bylaws and |aws. The duty to cooperate
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shal |l include, but shall not be limted to, the foll ow ng:

(1) to reply pronptly in witing to any inquiry
fromthe Conm ssion requesting such a reply;

(2) to nmake available to the Comm ssion, its staff,
agents or designees any books, accounts, docunents, or
other records or information, except as to privileged
records, data, and information, or property of or
pertaining to the conpacting State's conpliance with
Commi ssion rul es, operating procedures and bylaws and in
such conpacting State's possession, custody or control;
and

(3) to fully conmply wth any Conmmssion rule,
operating procedure, bylaws and | aws.

B. Any person possessing or controlling any asset
located in a conpacting state which is an asset of any
insurer in receivership in any conpacting state shal
i mredi ately relinquish possession and control of such asset
to the insurer's receiver. The term"asset" as used in this
subsection shall include all real and personal property,
books, records, bank accounts, contracts and rights of
action.

C. Cdaimants residing in this or other conpacting states
shall file claims with the domciliary liquidator in this
or other conpacting states in accordance with the domciliary

State's | aws.

Section 1102. Interstate enforcenent of receivership
or der. A copy of any foreign order of conservation,
rehabilitation or liquidation authenticated in accordance

with the act of Congress or the statutes of this State may be
filed in the office of the clerk of any circuit court of this
St at e. The <clerk shall treat such foreign judgnent in the
same manner as an order of conservation, rehabilitation or

l[iquidation of the <circuit court of Cook County of this
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State. An order so filed has the sane effect and is subject
to t he sane procedures, defenses and proceedings for
reopeni ng, vacating, or staying as a judgnent of a <circuit
court of this State and nay be enforced or satisfied in |like

manner .

Chapter 12. Anendatory Provisions

Section 1201. The Illinois Insurance Code is anended by
changing Sections 20, 34, 35A-25, 35A-30, 35A-40, 50, 59.2,
60, 83, 107.06a, 107.08, 123C- 11, 131.25, 141a, 147.3, 186.1,
232, 251, 310.1, 311.1, 324, 327, 331, 345, 347, 451, 545,
552, and 1108 as fol |l ows:

(215 ILCS 5/20) (fromCh. 73, par. 632)

Sec. 20. Authority to solicit subscriptions.

(1) Upon the approval of the articles of incorporation
by the Director and wupon conpliance wth such reasonable
regulations relating to the offering and subscription of or
for shares as nmay be pronmul gated by the Director to the end
that no inequity, fraud or deceit may be worked or tend to be
wor ked upon prospective subscribers to or purchasers of such
shares, he shall issue to the conpany a permt, which shal
expire at the end of two years fromits date, authorizing it
to solicit subscriptions in accordance with such regul ati ons,
this Code and the form of subscription agreenent filed wth
him to receive paynent for its shares and to do such other
acts as may be necessary and proper in order to conplete its
organi zation and to entitle it to receive a certificate of
authority to transact an insurance business.

(2) No subscription for shares shall be solicited, unti
such subscriptions or shares shall have been qualified or
regi stered in accordance with any law of this State or of the

United States requiring qualification or registration.
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(3) If the Director finds that any conpany in process of
organi zation has failed to conply with, or has violated any
provi sion of the Code, he may proceed against the conpany

under the Interstate Conpact Uniform Receivership Law Artiele

Xttt, and may after notice and hearing, if any provision of
the Code or any regul ati on promul gated under subsection (1)
has been violated, revoke the permt issued to it under
subsection (1).

(Source: Laws 1959, p. 1428.)

(215 ILCS 5/34) (fromCh. 73, par. 646)

Sec. 34. Procedure when insufficient assets possessed by
comnpany.

(1) Wenever the Director finds that the admtted assets
of any conpany subject to the provisions of this Article are
less than its capital, mnimm required surplus and al
liabilities, he or she nust give witten notice to the
conpany of the anmpbunt of the inpairnment and require that the
inpairment be renoved within such period, which nust be not
| ess than 30 nor nore than 90 days from the date of the
notice, as he or she may designate. Unless otherw se all owed
by the Director, the conpany nust discontinue the issuance of
new and renewal policies while the inpairnment exists.

(2) Upon the receipt of the notice from the D rector,
the board of directors of +the conpany nmust cause the
inpairment to be removed and call upon its sharehol ders
ratably for the necessary anount to renove the inpairnent,
or, by proper action, reduce its capital to neet the
i mpai rment providing the reduced capital is not |ess than the
m nimum requirenents fixed by this Code or by other neans
remove the inpairnent. |If the inpairnment is not renoved
within the period of tine designated, the Director may order
the board of directors to call upon its sharehol ders ratably.

| f a sharehol der of the conpany refuses or neglects to pay
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the anobunt so called for after notice, given personally or by
mail, by a date stated in the notice not |ess than 15 days
fromthe date of such notice, the Director may order the
board of directors to declare, by resolution, the shares of
such person cancelled, and in lieu thereof my issue new
certificates for shares and di spose of the sane at the best
price obtainable not less than par. If the amount received
for such new certificates for shares exceeds the anount
required to be paid by such sharehol der, the excess nust be
paid to the sharehol der so refusing to pay his or her ratable
share of the inpairnment. Nothing contained in this subsection
may be construed to inpose any liability on any sharehol der
as a result of any call, enforceable in any manner other than
through a sale of his or her shares as provided in this
subsecti on.

(3) If the inpairnent is not renoved within the period
specified in the Director's notice, the conpany shall be
deened insolvent and the Director shall proceed against the

conpany in accordance with the Interstate Conpact Uniform

Recei vership Law Artiele- Xt}

(4) If while the inpairnent exists any officer or
director of the conpany know ngly renews, issues or delivers
or causes to be renewed, issued or delivered any policy,
contract or certificate of insurance unless allowed by the
Director, and the fact of such inpairment is known to the
officer or director of the conpany, such officer or director
shall be guilty of a business offense and may be fined not
| ess than $200 and not nore than $5,000 for each offense.

(5) Nothing in this Section prohibits, while such
i npai rment exists, any such officer, director, trustee, agent
or enployee fromissuing or renewing a policy of insurance
when an insured or owner exercises an option granted to him
or her under an existing policy to obtain new, renewed or

converted insurance coverage.
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(Source: P.A 90-381, eff. 8-14-97.)

(215 I LCS 5/ 35A- 25)

Sec. 35A-25. Authorized control event.

(a) An aut horized control event neans any of the
foll ow ng events:

(1) The filing of an RBC Report by the insurer that
indicates that the insurer's total adjusted capital is
greater than or equal to its mandatory control |evel RBC,
but less than its authorized control |evel RBC

(2) The notification by the Director to the insurer
of an Adjusted RBC Report that indicates the event
described in paragraph (1), provided the insurer does not
chal I enge the Adjusted RBC Report under Section 35A- 35.

(3) The notification by the Director to the insurer
that the Director has, after a hearing, rejected the
insurer's challenge under Section 35A-35 to an Adjusted
RBC Report that indicates the event descri bed in
paragraph (1).

(4) The insurer's failure to respond to a
Corrective Oder in a manner satisfactory to t he
Director, provided the insurer does not challenge the
Corrective Order under Section 35A-35.

(5 The insurer's failure to respond to a
challenged or nodified Corrective Oder in a manner
satisfactory to the Director after the D rector has,
after a hearing, rejected the insurer's chall enge under
Section 35A-35 or nodified the Corrective O der.

(b) In the event of an authorized control I|evel event,
the Director shall take the actions required under Section
35A-20 regarding an insurer wth respect to whi ch a
regul atory action level event has occurred or, if the
Director deens it to be in the best interests of the

insurer's policyholders and creditors and of the public, take
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the actions necessary to cause the insurer to be placed in

recei vership under t he I nterstate Conpact Uni f or m

Recei vership Law Artiele- Xt} In the event the Director

determnes that receivership is necessary, the authorized
control |evel event shall be deened sufficient grounds for

the Director to take action under the Interstate Conpact

Uni form Recei vership Law Artiele-Xtt}t, and the Director shal

have the rights, powers, and duties wth respect to the

insurer that are set forth in the Interstate Conpact Uniform

Recei vership Law Artiele- X}, In the event the Director

takes action under this subsection regarding an Adjusted RBC
Report, the insurer shall be entitled to the protections

af f orded insurers under the Interstate Conpact Uniform

Recei vership Law Artiele- Xt}

(Source: P.A 88-364.)

(215 I LCS 5/ 35A-30)

Sec. 35A-30. Mandatory control |evel event.

(a) A mandatory control |evel event nmeans any of the
foll ow ng events:

(1) The filing of an RBC Report that indicates that
the insurer's total adjusted capital is less than its
mandatory control |evel RBC

(2) The notification by the Director to the insurer
of an Adjusted RBC Report that indicates the event
described in paragraph (1), provided the insurer does not
chal I enge the Adjusted RBC Report under Section 35A- 35.

(3) The notification by the Director to the insurer
that the Drector has, after a hearing, rejected the
insurer's chall enge under Section 35A-35 to the Adjusted
RBC Report that indicates the event described in
paragraph (1).

(b) In the event of a mandatory control |evel event with

respect to alife, health, or Iife and health insurer, the
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Director shall take actions necessary to place the insurer in

recei vership under t he I nterstate Conpact Uni f or m
Receivership Law Artiele-Xttt. In that event, the mandatory
control level event shall be deened sufficient grounds for

the Director to take action wunder the |Interstate Conpact

Uni form Recei vership Law Artiele-Xtt}t, and the Director shal

have the rights, powers, and duties wth respect to the

insurer that are set forth in the Interstate Conpact Uniform

Recei vership Law Artiele-Xtit. If the Director takes action

under this subsection regarding an Adjusted RBC Report, the
insurer shall be entitled to the protections of t he

Interstate Conpact Uniform Receivership Law Arttelte-XtHE. | f

the Director finds that there is a reasonable expectation
that the mandatory control Ilevel event may be elim nated
within 90 days after it occurs, the Director may delay action
for not nore than 90 days after the mandatory control |[evel
event.

(c) In the case of a mandatory control |evel event with
respect to a property and casualty insurer, the Director
shall take the actions necessary to place the insurer in

recei vership under t he I nterstate Conpact Uni f or m

Recei vership Law Artiele-Xttt or, in the case of an insurer

that is witing no business and that 1is running-off its
existing business, may allow the insurer to continue its
run-of f under the supervision of the D rector. In either
case, the mandatory control |evel event is deened sufficient

grounds for the Director to take action under the Interstate

Compact Uniform Receivership Law Artiele--Xtt1, and the

Director has the rights, powers, and duties with respect to

the insurer that are set forth in the |Interstate Conpact

Uni form Recei vership Law Artiele-Xt}1}. If the Director takes

action regarding an Adjusted RBC Report, the insurer shall be

entitled to the protections of the Interstate Conpact Uniform

Recei vership Law Artiecle--Xtt1}. If the Director finds that
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there is a reasonabl e expectation that the mandatory control
| evel event may be elimnated wthin 90 days after it occurs,
the Director may del ay action for not nore than 90 days after
t he mandatory control |evel event.

(d) In the case of a mandatory control |evel event with
respect to a health organization, the Director shall take the
actions necessary to place the insurer in receivership under

the Interstate Conpact Uniform Receivership Law Artiele-Xt}1}

or, in the case of an insurer that is witing no business and
that is running-off its existing business, my allow the
insurer to continue its run-off under the supervision of the
Director. 1In either case, the mandatory control |evel event
is deened sufficient grounds for the Director to take action

under the Interstate Conpact Uniform Receivership Law Artiele

Xttt, and the Director has the rights, powers, and duties
wth respect to the insurer that are set forth in the

| nterstate Conpact Uniform Receivership Law Artiete-XtHE. If

the Director takes action regarding an Adjusted RBC Report,
the insurer shall be entitled to the protections of the

| nterstate Conpact Uniform Receivership Law Artiete-XtHE. If

the Director finds that there is a reasonable expectation
that the mandatory control Ilevel event may be elim nated
within 90 days after it occurs, the Director may delay action
for not nore than 90 days after the mandatory control |[evel
event.

(Source: P.A 91-549, eff. 8-14-99.)

(215 | LCS 5/ 35A- 40)

Sec. 35A-40. Foreign insurers.

(a) Upon the witten request of the Director, a foreign
insurer shall submt to the Director an RBC Report as of the
end of the previous cal endar year no |ater than the | ater of
the date an RBC Report would be required to be filed by a

donmestic insurer under this Article or 15 days after the
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foreign insurer receives the Director's request. Upon the
witten request of the Director, a foreign insurer shal
pronptly submt to the Director a copy of any RBC Plan that
is filed with the chief insurance regulatory official or any
ot her state.

(b) Inthe event of a conpany action I|evel event,
regul atory action level event, or authorized control |evel
event with respect to any foreign insurer as determ ned under
the RBC statute applicable in the state of domcile of the
insurer or, if no RBC statute is in force in that state,
under the provisions of this Article, if the chief insurance
regul atory official of the state of domcile of the foreign
insurer fails to require the foreign insurer to file an RBC
Plan in the manner specified under that state's RBC statute
or, if no RBC statute is in force in that state, under
Section 35A-15, the Director may require the foreign insurer
to file an RBC Plan with the Director. 1In that event, the
failure of the foreign insurer to file an RBC Plan with the
Director is grounds to order the insurer to cease and desi st
fromwiting new insurance business in this State.

(c) In the event of a mandatory control |evel event with
respect to any foreign insurer, if no domciliary receiver
has been appointed with respect to the foreign insurer under
the rehabilitation and liquidation statute applicable in the
state of domcile of the foreign insurer, the D rector my
make application to the circuit court of Sanganpn- County- or

Cook County as permtted under the Interstate Conpact Uniform

Receivership Law Artiele-Xttt with respect to the liquidation

of property of foreign insurers found in this State, and the
occurrence of the mandatory control |evel event shall be
consi dered adequate grounds for the application.

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

(215 ILCS 5/50) (fromCh. 73, par. 662)
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Sec. 50. Authority to solicit subscriptions to surplus.

(1) Upon the approval of the articles of incorporation

by the Director he shall issue to the conpany a permt which
shall expire at the end of tw years from its date,
authorizing it to solicit subscriptions to surplus in

accordance with this Code and to do such other acts as nay be
necessary and proper in order to conplete its organization
and to entitle it to receive a certificate of authority to
transact an insurance busi ness.

(2) If the Director finds that any conpany in process of
organi zation has failed to conply with, or has violated any
provi sion of the Code, he may proceed against the conpany

under the Interstate Conpact Uniform Receivership Law Artiele

Xttt, and may after notice and hearing revoke the permt
issued to it under subsection (1) of this section.

(Source: Laws 1951, p. 1565.)

(215 I LCS 5/59. 2)

Sec. 59.2. Formation of nutual insurance holding conpany
and conversion of mutual conpany to stock conpany.

(1) Definitions. For the purposes of this Section, the
followng terns shall have the nmeani ngs i ndicated:

(a) "Converted conpany” neans an Illinois domciled
stock insurance conpany subject to the provisions of
Article Il, except as otherwi se provided in this Section,
that continues in existence after a reorganizati on under
this Section in connection with the formati on of a mnutual
hol di ng conpany.

(b) "Converted nutual holding conpany” neans the
stock corporation into which a mutual hol di ng conpany has
been converted in accordance wth Section 59.1 and
subsection (13) of this Section.

(c) "Eligible nmenber" nmeans a nenber as of the date

the board of directors adopts a plan of MHC conversion
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under this Section. For the conversion of a nutual
hol ding conpany, "eligible nenber" neans a nmenber of the
mut ual hol di ng conpany who is of record as of +the date
the nutual holding conpany board of directors adopts a
pl an of conversion under Section 59.1.

(d) "Internediate hol di ng conpany" means a
corporation authorized to 1issue one or nore classes of
capital stock, the corporate purposes of which include
holding directly or indirectly the voting stock of a
converted conpany.

(e) "Menber" nmeans a person who, on the records of
the mutual conpany and pursuant to its articles of
i ncorporation or bylaws, is deened to be a holder of a
menbership interest in the nutual conpany and shall also
i ncl ude a person or persons insured under a group policy,
subject to the follow ng conditions:

(1) the person is insured or covered under a
group |ife policy or group annuity contract under
whi ch funds are accunulated and allocated to the
respective covered persons;

(i1i) the person has the right to direct the
application of the funds so all ocated,;

(ri1) the gr oup pol i cyhol der makes no
contribution to the premuns or deposits for the
policy or contract; and

(tv) the nmutual conpany has the nanmes and
addresses of the persons covered under the group
life policy or group annuity contract.

On and after the effective date of a plan of MC
conversion under this Section, the term"nmenber" shal
mean a nenber of the mutual holding conpany created
t her eby.

(f) "Miutual holding conpany” or "MAC' neans a

corporation resulting froma reorganization of a nutua
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conpany under this Section. A mutual holding conpany
shal | be subject to the provisions of this Article and to
any other provisions of this Code applicable to nutual
conpani es, except as otherw se provided in this Section.
The articles of incorporation of a nutual hol di ng conpany
shal | include provisions setting forth the foll ow ng:

(i) that it is a mutual holding conpany
organi zed under this Article;

(ii1) that the mutual hol ding conpany may hold
not less than a mgjority of the shares of voting
stock of a converted conpany or an internediate
hol ding conpany, which in turn holds directly or
indirectly all of the voting stock of a converted
conpany;

(tit) that it is not authorized to issue any
capital stock except pursuant to a conversion in
accordance wth the provisions of Section 59.1 and
subsection (13) of this Section;

(tv) that its nenbers shall have the rights
specified in this Section and inits articles of
i ncorporation and byl aws; and

(v) that 1its assets shall be subject to
inclusion in the estate of the converted conpany in
any proceedings initiated by the Director against

the converted conpany under the Interstate Conpact

Uni form Recei vership Law Artiele-Xt}1.

(g) "Miutual conpany" neans for purposes of this
Section a nutual life insurer or nmutual property-casualty
insurer that may convert pursuant to a plan of MHC
conversion under this Section.

(h) "Plan of MHC conversion," or "plan" when used
in this Section neans a plan adopted pursuant to this
Section by the board of directors of an Illinois donestic

mut ual conpany for the conversion of the nutual conpany
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into a direct or indirect stock subsidiary of a mutual

hol di ng conpany.

(1) "Policy" includes any group or i ndi vi dual

i nsurance policy or contract issued by a nmutual conpany,

i ncluding an annuity contract. The termpolicy does not

include a certificate of insurance issued in connection

with a group policy or contract.
(j) "Policyholder" neans the holder of a policy
ot her than a reinsurance contract.

(2) Formation of nutual hol ding conpany and conversion
of nmutual conpany. A nutual conpany, upon approval of the
Director, may reorganize by form ng a nutual hol di ng conpany
and continue the corporate existence of the reorganizing
mutual conpany as a stock insurance conpany in accordance
with this Section. Upon effectiveness of a plan of MC

conversion, and w thout any further action:

(a) The mut ual conpany shall becone a stock
cor porati on, t he menber shi p interests of t he
policyholders in the mutual conpany shall be deened
extinguished and all eligible nenbers of the nutual

conpany shall be and becone nenbers of the mutual hol ding
conpany, in accordance with the articles of incorporation
and bylaws of the nutual holding conpany and the
applicable provisions of this Section and Article 111;
and

(b) all of the shares of the capital stock of the
converted conpany shall be issued to the nutual holding
conpany, which at all tinmes shall own a majority of the
shares of the voting stock of the converted conpany,
except that weither at the tine of conversion, or at a
later time with the approval of the Director, an
i ntermedi ate hol di ng conpany or conpani es nay be created,
so long as the nutual holding conpany at all tinmes owns

directly or indirectly a mgjority of the shares of the
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voting stock of the converted conpany.
(3) MHC nenbership interests.

(a) No nenber of a mutual holding conpany may
transfer menbership in the mutual hol di ng conpany or any
right arising fromthe nenbership

(b) A nmenber of a nutual hol ding conpany shall not,
as a nenber, be personally liable for the acts, debts,
liabilities, or obligations of the conpany.

(c) No assessnents of any kind may be inposed upon
the nmenbers of a nmutual hol di ng conpany by the directors
or nmenbers, or because of any liability of any conpany
owned or controlled by the nutual holding conpany or
because of any act, debt, liability, or obligation of the
mut ual hol di ng conpany itself.

(d) A nenbership interest in a donmestic nutual
hol di ng conpany shall not constitute a security under any
| aw of this State.

(4) Adoption of the plan of MHC conversion by the board

of directors.

(a) A nutual conpany seeking to convert to a nutua
hol di ng conpany structure shall, by the affirmative vote
of two-thirds of its board of directors, adopt a plan of
MHC conversion consistent with the requirenents of
subsection (8) of this Section

(b) At any tine before approval of a plan by
eligible menbers, the nutual conpany, by the affirmative
vote of two-thirds of its board of directors, may anend
or withdraw the plan of MHC conversion.

(5) Approval of the plan of MC conversion by the

Di rector.

(a) Required findings. After adoption or amendnent
of the plan by the nutual conpany's board of directors,
the plan of MHC conversion shall be submtted to the

Director for review and approval. The Director shal
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(1) the provisions of this Section have been
conplied with; and

(iit) the planis fair and equitable as it
relates to the interests of the nenbers.

(b) Docunents to be filed.

(1) Prior to the nenbers' approval of the plan
of MHC conversion, a nutual conpany seeking the
Director's approval of a plan shall file t he
foll owi ng docunents with the Director for review and
approval :

(A) the plan of MHC conversion;

(B) the form of notice required by item
(b) of subsection (6) of this Section for
eligible menbers to vote on the plan;

(C© any proxies to be solicited from
eligible menbers and any other soliciting
materi al s;

(D) the pr oposed articles of
i ncorporation and bylaws of the mutual hol ding
conpany, each internedi ate hol ding conpany, if
any, and the revised articles of incorporation
and byl aws of the converted conpany.

Once filed, these docunents shall be approved
or disapproved by the Director within a reasonable
time.

(ii) After the nenbers have approved the plan,
the converted conpany shall file the follow ng
docunents with the Director

(A) the mnutes of the neeting of the
menbers at which the plan of MHC conversi on was
vot ed upon; and

(B) the articles and byl aws of the nutual
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hol di ng conpany and each internedi ate hol di ng

conpany, if any, and the revised articles of

i ncor poration and bylaws of the converted

company.

(c) The Director's approval of a plan pursuant to
this subsection (5) may be nade conditional at the sole
di scretion of the Director whenever he determnes that
such conditions are reasonably necessary to protect
policyhol der interests. Such conditions may include, but
shall not be I|imted to, limtations, requirenents, or
prohi bitions as foll ows:

(1) prior approval of any acquisition or
formation of affiliate entities of the MHC,

(i1i) prior approval of the capital structure
of any internedi ate hol ding conpany or any changes
t her et o;

(tit) prior approval of any initial public
offering or other issuance of -equity or debt
securities of an intermnedi ate hol di ng conpany or the
converted conpany in a private sale or public
of fering;

(itv) prior approval of the expansion of the
mut ual holding conpany system into l'ines of
busi ness, industries, or operations not presented at
the tinme of the conversion;

(v) limtations on dividends and distributions
if the effect would be to reduce capital and surplus
of the converted conpany, in addition to any
[imtations which may otherw se be authorized by
I aw; and

(vi) limtations on the pledge, incunbrance,
or transfer of the stock of the converted conpany.
(d) Consultant. The Director may retain, at the

nmut ual conpany's expense, any qualified expert not
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otherwi se a part of the Director's staff to assist in
reviewi ng the plan of MHC conversion.
(6) Approval of the plan by the nenbers.

(a) Menbers entitled to notice of and to vote on
the plan. Al eligible nmenbers shall be given notice of
and an opportunity to vote wupon the plan of MC
conver si on.

(b) Notice required. Al eligible nenbers shall be
given notice of the nenbers' neeting to vote wupon the
plan of MHC conversion. The notice shall identify in
reasonabl e detail the benefits and risks of the WMC
conver si on. A copy of the plan of MHC conversion or a
summary of the plan, if so authorized by the Director,
shall acconmpany the notice. If a summary of the plan
acconpani es the notice, a copy of the plan shall be mde
available wthout <charge to any eligible nenber upon
request. The notice shall state that approval by the
Director does not constitute a recomendation that
el i gi bl e menbers approve the plan. The notice shall be
mailed to each nmenber's |ast known address, as shown on
the mutual conpany's records, wthin 45 days of the
Director's approval of the plan. The neeting to vote upon
the plan shall not be set for a date |l ess than 60 days
after the date when the notice of the neeting is mailed
by the mutual conpany. |If the neeting to vote upon the
plan is held coincident wwth the mutual conpany's annual
meeting of policyholders, only one conbined notice of
meeting is required.

(c) Vote required for approval.

(1) After approval by the Director, the plan
of MHC conversion shall be adopted, at an annual or
speci al neeting of policyholders at which a quorum
is present, upon receiving the affirmative vote of

at least two-thirds of the votes cast by eligible


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

- 134- LRB9200955JSpc

menbers.

(i) Menbers entitled to vote wupon the
proposed plan may vote in person or by proxy. Any
proxies to be solicited from eligible nenbers,
together with the related proxy statenent and any
other soliciting materials, shall be filed with and
approved by the Director.

(ti1) The nunmber of votes each eligible nmenber
may cast shall be determ ned by the nutual conpany's
byl aws. If the bylaws are silent, each eligible
menber may cast one vote.

(7) Adoption of articles of incorporation. Adoption of
articles of incorporation for the nutual hol ding conmpany,
each internediate holding conpany, if any, and revised
articles of incorporation for the converted conpany 1is
necessary to inplenment the pl an of MHC  conversi on.
Procedures for adoption or revision of such articles shall be
governed by the applicable provisions of this Code or, in the
case of an internediate holding conpany, the business
corporation law of the state in which the internediate
hol ding conpany is incorporated. For a dass | nutual
conpany, the nenbers my adopt revised articles of
incorporation at the same neeting at which the nenbers
approve the plan. For a Cass 2 or 3 nutual conpany, the
articles of incorporation may be adopted solely by the board
of directors or trustees, as provided in Section 57 of this
Code.

(8 Required provisions in a plan of MHC conversion.
The foll ow ng provisions shall be included in the plan of MHC
conver si on:

(a) The plan shall set forth the reasons for the
proposed conver si on.
(b) Effect of MHC conversion on existing policies.

(1) The plan shall provide that all policies
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of the converted conpany in force on the effective
date of conversion shall continue to remain in force
under the ternms of those policies, except that any
voti ng or ot her menber shi p rights of t he
pol i cyhol ders provided for wunder the policies or
under this Code and any contingent liability policy
provi sions of the type described in Section 55 of
this Code shall be extinguished on the effective
date of the conversion.

(i) The plan shall further provide t hat
hol ders of participating policies in effect on the
date of conversion shall continue to have the right
to receive di vi dends as provi ded in t he
participating policies, if any.

(ti1) Except for a nutual conpany's life
policies, guaranteed renewable accident and health
policies, and non-cancelable accident and health
policies, the converted stock conmpany may issue the
insured a nonparticipating policy as a substitute
for the participating policy upon the renewal date
of a participating policy.

(tv) The plan shall provide that a Cass |
mut ual conpany's participating life policies in
force on the effective date of the conversion shal
be operated by the converted conpany for dividend
pur poses as a cl osed bl ock of participating business
except t hat any or al | cl asses of group
participating policies may be excluded from the
closed block. The plan shall establish one or nore
segregat ed accounts for the benefit of the closed
bl ock of business and shall allocate to those
segregated accounts enough assets of the nutual
conpany so that the assets together with the revenue

fromthe cl osed bl ock of business are sufficient to
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support the closed bl ock including, but not limted
to, the paynent of clains, expenses, taxes, and any
dividends that are provided for under the terns of
t he partici pating policies W th appropriate
adjustnents in the dividends for experience changes.
The plan shall be acconpanied by an opinion of a
qualified actuary or an appoi nted actuary who neets
the standards set forth in the insurance |aws or
regul ations for the subm ssion of actuarial opinions
as to the adequacy of reserves or assets. The
opinion shall relate to the adequacy of the assets
all ocated to the segregated accounts in support of
the cl osed bl ock of business. The actuarial opinion
shal | be based on nethods of analysis deened
appropriate for those purposes by the Actuarial
Standards Board. The anount of assets allocated to
t he segregated accounts of the closed bl ock shall be
based upon the nutual conpany's | ast annual
statenment that 1is updated to the effective date of
the conversion. The converted stock conpany shal

keep a separate accounting for the closed bl ock and
shall make and include in the annual statenment to be
filed wth the Director each year a separate
statenent showing the gains, |osses, and expenses
properly attributabl e to t he cl osed bl ock.
Periodically, upon the Director's approval, those
assets allocated to the «closed block as provided
herein that are in excess of the amunt of assets
necessary to support the remaining policies in the
cl osed bl ock shall revert to the benefit of the
converted conpany. The Director my waive the
requirenent for the establishnment of a closed bl ock
of business if the Director deens it to be in the

best interests of the participating policyhol ders of
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the nmutual conpany to do so.

(c) The plan shall set forth the requirenents for
granting nmenbership interests to future policyholders of
t he converted conpany.

(d) The plan shall include information sufficient
to denonstrate that the financial condition of the
converted conpany will not be dimnished by the plan of
MHC conver si on.

(e) The plan shall include a description of any
current proposal to issue shares of an internediate
hol di ng conpany or the converted conpany to the public or
to ot her persons who are not direct or indirect
subsidiaries of the mutual hol di ng conpany.

(f) The plan shall include the identity of the
proposed officers and directors of the nutual hol ding
conpany and each internedi ate holding conpany, if any,
together wth such other biographical information as the
Director nmay request.

(g) The plan shall include such other information
as the Director may request or may prescribe by rule.

(9) Effective date of the plan of MHC conversion. A
pl an shall becone effective when the Director has approved
the plan, the menbers have approved the plan and the articles
of i ncor poration of the nutual holding conpany, each
internediate holding conpany, if any, and the revi sed
articles of incorporation of the converted conpany have been
adopted and filed with the Director

(10) Corporate existence.

(a) Upon the conversion of a mutual conpany to a
converted conpany according to the provisions of this
Section, the corporate existence of the mutual conpany
shall be continued in the converted conpany with the
original date of incorporation of the nutual conpany.

All the rights, franchises, and interests of the nutual
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conpany in and to every type of property, real, personal,
and m xed, and things in action thereunto belonging, 1is
deened transferred to and vested in the converted conpany
wi t hout any deed or transfer. Si mul t aneously, the
converted conpany is deened to have assuned all the
obligations and liabilities of the nutual conpany.

(b) The directors and officers of the nutual
conpany, unless otherwise specified in the plan of
conversion shall serve as directors and officers of the
converted conpany until new directors and officers of the
converted conpany are duly elected pursuant to the
articles of incorporation and bylaws of the converted
company.

(11) Regulation and authority of nutual hol di ng conpany.

(a) A nutual holding conmpany shall have the sane
powers granted to donmestic nutual conpanies and be
subject to the sane requirenents and provisions of
Article 11l and any other provisions of this Code
applicable to nutual conpanies that are not inconsistent
with the provisions of this Section, provided however
t hat a nmutual holding conpany shall not have the
authority to transact insurance pursuant to Section
39(1).

(b) Neither the nutual holding conmpany nor any
internediate holding conpany shall issue or reinsure
policies of insurance.

(c) A nutual holding conpany may enter into an
affiliation agreenent or a nmerger agreenent either at the
time of conversion, or at sone later tinme with the
approval of the Director, wth any nutual insurance
conpany authorized to do business in this State or
anot her nutual holding conpany. Any such nmer ger
agreenent may authorize nenbers of the nutual insurance

conpany or other nutual hol ding conpany to becone nenbers
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of the mutual holding conpany. Any such affiliation

agreenent or nerger agreenent shall be subject to the

i nsurance |aws of this State relating to such

transactions entered into by a donestic nutual conpany.

(d) The assets of the WHC shall be held in trust,
under such arrangenents and on such terns as the Director
may approve, for the benefit of the policyholders of the
converted conpany. Any residual rights of the MHC in
such assets or any assets of the MHC determ ned not to be
held in trust shall be subject to alien in favor of the
policyholders of the converted conpany under such terns
as the Director nay approve. Upon conversion of the

mut ual hol di ng conpany as provided for in subsection (13)

of this Section, such assets shall be released fromtrust

in accordance with the plan of conversion approved by the

Director.

(12) Diversion of business to affiliates. Wthout prior
approval of the Director, neither the converted conpany nor
any other person affiliated with or controlling the converted
conpany shall divert business fromthe converted conpany to
any insurance conpany affiliate if the purpose or effect
woul d be to significantly reduce the nunber of nenbers of the
mut ual hol di ng conpany.

(13) Conversion of nutual holding conpany. A nut ual
hol di ng conpany created pursuant to this Section may
reorgani ze by conplying with the applicable provisions of
Section 59. For purposes of effecting a conversion under
that Section, the mutual hol di ng conpany shall be deened a
"mutual conpany" and the converted nutual hol di ng conpany
shal | be deened a "converted stock conpany,” as such terns
are defined in Section 59.1.

(14) Conflict of interest. No director, officer, agent,
or enployee of the nutual conpany or any other person shal

recei ve any fee, conm ssion, or other val uabl e consideration,
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other than his or her usual regular salary and conpensati on,
for in any manner aiding, pronoting, or assisting in the
conversion except as set forth in the plan of MHC conversion
approved by the Director. This provision does not prohibit
t he paynent of reasonable fees and conpensation to attorneys,
accountants, and actuaries for services perfornmed in the
i ndependent practice of their professions, even if the
attorney, accountant, or actuary is also a director of the
mut ual conpany.

(15) Costs and expenses. Al the costs and expenses
connected wth a plan of MHC conversion shall be paid for or
rei mbursed by the nmutual conpany or the converted conpany.

(16) Failure to give notice. If the nutual conpany
conplies substantially and in good faith with the notice
requi renents of this Section, the nutual conpany's failure to
gi ve any nmenber or menbers any required notice does not
inpair the validity of any action taken under this Section.

(17) Limtation of actions. Any action challenging the
validity of or arising out of acts taken or proposed to be
taken wunder this Section shall be comrenced within 30 days
after the effective date of the plan of MHC conversi on.

(Source: P.A 90-810, eff. 1-6-99.)

(215 ILCS 5/60) (fromCh. 73, par. 672)

Sec. 60. Procedure Wien insufficient assets are possessed
by conpany.

(1) Wenever the Director finds that the admtted assets
of a conpany subject to the provisions of this Article are
less than the aggregate of (a) its liabilities and (b) the
m ni mum surplus required to be maintained by Section 43, he
must notify the conpany in witing of the anmount of such
i npai rment and require that such inpairnment nust be renoved
Wi thin such period, which shall not be |less than 30 nor nore

than 90 days, as he nay designate. Unless otherwi se allowed
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by the Director, the conpany nust discontinue the issuance of
new or renewal policies while such inpairnment exists. If the
contracts issued by the conpany contain a provision for a
contingent Jliability, the D orector may order the board of
directors or trustees of the conpany to levy an assessnent
for the purpose of renoving such inpairnment against each
menber in accordance with the terns of his policy. |If the
Director finds that the conpany will renove the inpairnment or
a part thereof fromsources other than an assessnent, he may
permt a reduction in the amount of the assessnent to the
extent of the sumso to be obtained. No nenber is liable for
an assessnment unless notified of the conpany's claimtherefor
within one year after the termnation of the policy whether
by expiration, cancellation or otherw se. Nothing contained
in this paragraph may be construed to limt or restrict the
authority of any liquidator, conservator or rehabilitator

acting under the Interstate Conpact Uniform Receivership Law

Artiele-XtHt-or-XtHE-1/2-0f -t his- Aet.

(2) If policies containing provisions for a contingent
liability are outstanding, and the conpany fails to levy an
assessnment within 20 days fromthe date of an order, or if
the inmpairnent is not renoved within the period specified in
the Director's notice, the conpany shall be deened insol vent
and the Director may cancel the conpany's certificate of
authority and shall proceed against it in accordance with the

| nterstate Conpact Uniform Receivership Law Artiele- Xttt

(3) If, while the inpairnment exists, any officer,
director, or trustee of the conpany renews, issues oOr
delivers or causes to be renewed, 1issued or delivered any

policy, contract or certificate of insurance unless otherw se
allowed by the Director, and the fact of such inpairnent is
known to the officer, director, or trustee of the conpany,
such officer, director, or trustee shall be guilty of a

busi ness of fense and may be fined not | ess than $200 and not
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nore than $5,000 for each offense.

(4) Nothing in this Section prohibits, while such
i npai rment exists, any such officer, director, trustee, agent
or enployee fromissuing or renewing a policy of insurance
when an insured or owner exercises an option granted to him
under an existing policy to obtain new, renewed or converted
i nsurance cover age.

(Source: P.A 82-498.)

(215 ILCS 5/83) (fromCh. 73, par. 695)

Sec. 83. Procedure when insufficient assets are possessed
by reciprocal .

(1) Wenever the Director finds that the admtted assets
in excess of all liabilities of a reciprocal are |ess than
t he anount required by subsection (2) of Section 66, the
Director shall proceed in the manner set forth as provided in
Section 60 applicable to nutual conpanies and the reciprocal,
its attorney-in-fact or any officers thereof, shall be
subject to the sane requirenents and penalties in such
Section provided. Nothing contained in this paragraph shal
be construed to limt or restrict the authority of any
i quidator, conservator or rehabilitator acting under the

provisions of the Interstate Conpact Uniform Receivership Law

Artiele-XtHt-or-XbHE-1/2-0f -t his- Aet.

(2) The attorney-in-fact of any such reciprocal may
repair such deficiency within the period designated by the
Director, by advancing the anount or any part thereof, at an
interest rate not exceeding 7% per annum The funds so
advanced shall not be treated as a Iliability of such
reci procal and such advance including interest thereon shal
be repaid only out of the surplus funds of the reciprocal in
excess of the anmount required by Section 66.

(Source: Laws 1965, p. 2630.)
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(215 ILCS 5/107.06a) (from Ch. 73, par. 719.06a)

Sec. 107. 06a. Organi zation under Illinois Insurance
Code.

(a) After Decenber 31, 1997, a syndicate or limted
syndicate, except for a limted syndicate forned as a
partnership, may only be organi zed pursuant to Sections 7, 8,
10, 11, 12, 14, 14.1 (other than subsection (d) thereof), 15
(other than subsection (d) thereof), 18, 19, 20, 21, 22, 23,
25, 27.1, 28, 28.1, 28.2, 29, 30, 31, 32, 32.1, 33, and 35.1
and Article X of this Code, to carry on the business of a
syndicate, or limted syndicate under Article V-1/2 of this
Code; provided that such syndicate or limted syndicate is
admtted to the Exchange.

(b) After Decenmber 31, 1997, syndicates and limted
syndi cates are subject to the follow ng:

(1) Articles I, IIA VII, VIl 1/2, X, X, X 1/2,

Xib, Xil 1/2, Xt+b;-XbHE-142; XXV, XXV (Sections 408 and

412 only), and XXVIII (except for Sections 445, 445.1

445. 2, 445.3, 445.4, and 445.5) of this Code;

(2) Subsections (2) and (3) of Section 155.04 and

Sections 13, 132.1 through 140, 141a, 144, 155.01,

155.03, 378, 379.1, 393.1, 395, and 396 of this Code;

(3) the Reinsurance Internediary Act; and
(4) the Producer Controlled Insurer Act; and-

(5) the Interstate Conmpact Uniform Receivership

(c) No other provision of this Insurance Code shall be
applicable to any such syndicate or limted syndicate except
as provided in this Article V-1/2.

(Source: P.A 90-499, eff. 8-19-97; 90-794, eff. 8-14-98;
91-278, eff. 7-23-99.)

(215 I'LCS 5/107.08) (fromCh. 73, par. 719.08)

Sec. 107. 08. Rehabilitation, conservati on or
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[iquidation. If the Board or Director of I|Insurance determ nes
after an examnation, audit or pursuant to an Exchange
internal hearing, that a syndicate has becone insolvent or
financially inpaired to the extent t hat its further
transaction of business 1is hazardous to its policyhol ders,
its creditors, or the public, it shall order the syndicate to
cease and desist from assumng Insurance or reinsurance
obligations on the Exchange or take such other action for the
protection of policyholders and creditors as provided in this
Article.

Upon issuing a cease and desist order as provided in this
Section, the Board shall notify the Director of Insurance of
such action. If the Director determnes the syndicate to be
insolvent or financially inpaired, the Director shall report
that determination to the Attorney Ceneral. The Attorney
Ceneral shall apply forthwith by conplaint on relation of the
Director in the name of the People of the State of Illinois,
as plaintiff, to the Grcuit Court of Cook County, [Illinois,
for an order to rehabilitate, conserve, or liquidate the

def endant syndicate as provided in the Interstate Conpact

Uni form Receivership Law Artielte-Xttt-of-this-Code and for

such other relief as the nature of the case and the interests
of the policyholders, creditors, or the public may require.
The Court, upon entering an Oder of Rehabilitation,
Conservation, or Liquidation, shall appoint the Director of
| nsurance as Rehabilitator, Conservator, or Liquidator, and
the rehabilitation, conservation, or |iquidation shall be

conducted pursuant to the Interstate Conpact Uni f or m

Recei vership Law Artiele-Xttt-of -t his- Code.

(Source: P.A 89-206, eff. 7-21-95.)

(215 I'LCS 5/123C-11) (from Ch. 73, par. 735C 11)
Sec. 123C 11. Grounds and procedures for suspension or

revocation of certificate of authority.
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A. The certificate of authority of a captive insurance
conpany to do an insurance business in this State nay be
suspended or revoked by the Director for any of the follow ng
reasons:

(1) Insolvency or inpairnment of capital or surplus;

(2) Failure to neet the requirenents of Sections 123C 3
or 123C 4,

(3) Refusal or failure to submt an annual report, as
requi red by Section 123C-9, or any other report or statenent
required by law or by |lawful order of the D rector;

(4) Failure to conply wth the provisions of its own
charter or bylaws (or, in the case of an industrial insured
captive, wth the provisions of the investnent policy set
forth in its plan of operation as approved fromtine to tine
by the Director);

(5) Failure to submt to examnation or any |ega
obligation relative thereto, as required by Section 123C 10;

(6) Refusal or failure to pay expenses and charges as
requi red by Sections 408, 123C- 10 and 123C 17;

(7) Use of nethods that, al t hough not ot herw se
specifically prohibited by law, nevertheless render its
operation detrinmental or its condition unsound with respect
to the public or to its policyhol ders; or

(8) Failure otherwise to conply with the laws of this
St at e.

B. If the Director finds, upon exam nation, hearing, or
other evidence, that any captive insurance conpany has
commtted any of the acts specified in subsection A, he may
suspend or revoke such certificate of authority if he deens
it inthe best interest of the public and the policyholders
of such captive insurance conpany, notw thstandi ng any ot her
provision of this Article.

C. The provisions of the Interstate Conpact Uniform

Receivership Law Artietes--Xttt-and-Xttt-1/2-shall apply to
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and govern the conservation, rehabilitation, |iquidation and
di ssolution of captive insurance conpanies.

(Source: P.A 85-131.)

(215 I'LCS 5/131.25) (fromCh. 73, par. 743.25)

Sec. 131.25. Receivership. Wenever it appears to the
Director that any person has conmtted a violation of this
Article which so inpairs the financial condition of a
donestic conpany as to threaten insolvency or nmake the
further transaction of business by it hazardous to its
policyhol ders, creditors or the public, then the D rector may

proceed against the conpany under the Interstate Conpact

Uni form Recei vership Law Artiele-Xtt1}-of-this-Code.

(Source: P.A 83-749.)

(215 ILCS 5/141a) (fromCh. 73, par. 753a)

Sec. 14la. Managing general agents and retrospective
conpensati on agreenents.

(a) As wused in this Section, the follow ng ternms have
t he foll om ng neani ngs:

"Actuary" neans a person who is a nenber in good standing
of the Anerican Acadeny of Actuaries.

"Goss direct witten premunt neans direct prem um
i ncluding policy and nenbership fees, net of returns and
cancel l ations, and prior to any cessions.

"Insurer” neans any person duly licensed in this State as
an insurance conpany pursuant to Articles I, 1II, Il 1/2,
IV, V, VI, and XVI1 of this Code.

"Managi ng general agent" neans any person, firm
association, or corporation, either separately or together
with affiliates, that:

(1) nrmanages all or part of the 1insurance business
of an insurer (including the nmanagenent of a separate

di vision, departnent, or underwiting office), and
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(2) acts as an agent for the insurer whether known
as a nmanaging general agent, manager, or other simlar
term and

(3) with or wthout t he authority pr oduces,
directly or indirectly, and underwites:

(A) wthin any one cal endar quarter, an anount
of gross direct witten premumequal to or nore
than 5% of the policyholders' surplus as reported in
the insurer's | ast annual statenent, or

(B) wthin any one cal endar year, an anount of
gross direct witten premumequal to or nore than
8% of the policyholders' surplus as reported in the
insurer's last annual statenent, and either
(4) has the authority to bind the conpany in

settlenment of individual clainms in anbunts in excess of
$500, or

(5 has the authority to negotiate reinsurance on
behal f of the insurer.

Not wi t hst andi ng the provisions of itens (1) through (5),

foll ow ng persons shall not be considered to be managi ng

general agents for the purposes of this Code:

(1) An enployee of the insurer;

(2) A US. mnager of the United States branch of
an alien insurer;

(3) An underwiting nmanager who, pursuant to a
contract neeting the standards of Section 141.1 nmanages
all or part of the insurance operations of the insurer,
is affiliated with the insurer, subject to Article WVIII
1/ 2, and whose conpensation is not based on the vol une of
premuns witten;

(4) The attorney or the attorney in fact authorized
and acting for or on behalf of the subscriber
pol i cyhol ders of a reci procal or i nter-insurance

exchange, wunder the terns of the subscription agreenent,
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power of attorney, or policy of insurance or the attorney

in fact for any Lloyds organization licensed in this
State.
"Retrospective conpensati on agreenent " means any

arrangenent, agreenent, or contract having as its purpose the
actual or constructive retention by the insurer of a fixed
proportion of the gross premunms, with the balance of the
prem uns, retained actually or constructively by the agent or
t he producer of the business, who assunes to pay therefrom
all losses, all subordinate conmm ssion, |oss adjustnent
expenses, and his profit, if any, wth other provisions of
t he arrangenent, agreenent, or contract being auxiliary or
incidental to that purpose.

"Underwite" neans to accept or reject risk on behal f of
the insurer.

(b) Licensure of managi ng general agents.

(1) No person, firm association, or corporation
shall act in the capacity of a managi ng general agent
with respect to risks located in this State for an
insurer licensed in this State unless the person is a
Iicensed producer or a registered firm in this State
under Article XXXI of this Code or a licensed third party
admnistrator in this State under Article XXXI 1/4 of
t hi s Code.

(2) No person, firm association, or corporation
shall act in the capacity of a managi ng general agent
with respect to risks located outside this State for an
insurer domciled in this State unless the person is a
Iicensed producer or a registered firm in this State
under Article XXXI of this Code or a licensed third party
admnistrator in this State under Article XXXI 1/4 of
t hi s Code.

(3) The managing general agent nust provide a

surety bond for the benefit of the insurer in an anount
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equal to the greater of $100,000 or 5% of the gross

direct witten premum underwitten by the managing

general agent on behalf of the insurer. The bond shal
provide for a discovery period and prior notification of
cancellation in accordance wth the rules of t he

Department unless otherwise approved in witing by the

Director.

(4) The managi ng general agent nust maintain an
errors and omssions policy for the benefit of the
insurer with coverage in an anount equal to the greater
of $1,000,000 or 5%of the gross direct witten prem um
underwitten by the managi ng general agent on behalf of
the insurer.

(5 Evidence of the existence of the bond and the
errors and om ssions policy nust be nmade available to the
Di rector upon his request.

(c) No person, firm association, or corporation acting
in the capacity of a mnaging general agent shall place
business with an insurer unless there is in force a witten
contract bet ween t he parties t hat sets forth the
responsibilities of each party, that, if both parties share
responsibility for a particular function, specifies the
division of responsibility, and that contains the foll ow ng
m ni mum pr ovi Si ons:

(1) The insurer my termnate the contract for
cause upon witten notice to the nmanagi ng general agent.
The insurer may suspend the underwiting authority of the
managi ng general agent during the pendency of any dispute
regardi ng the cause for term nation.

(2) The managing general agent shal | render
accounts to the insurer detailing all transactions and
remt all funds due under the contract to the insurer on
not |l ess than a nonthly basis.

(3) Al funds collected for the account of an
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insurer shall be held by the managi ng general agent in a
fiduciary capacity in a bank that is a federally or State
chartered bank and that is a nenber of the Federal
Deposit | nsurance Corporation. This account shall be
used for all paynents on behalf of the insurer; however
t he managi ng general agent shall not have authority to
draw on any other accounts of the insurer. The managi ng
general agent may retain no nore than 3 nonths estimted
clains paynents and all ocated | oss adj ustnent expenses.

(4) Separate records of business witten by the
managi ng general agent will be maintained. The insurer
shall have access to and the right to copy all accounts
and records related to its business in a form usable by
the insurer, and the Director shall have access to al
books, bank accounts, and records of the managi ng general
agent in a formusable to the Director.

(5) The contract may not be assigned in whole or
part by the managi ng general agent.

(6) The managi ng general agent shall provide to the
conpany audited financial statenents required under
paragraph (1) of subsection (d).

(7) That appropriate wunderwiting guidelines be
fol |l owed, which guidelines shall stipulate the foll ow ng:

(A) the maxi mum annual prem um vol une;

(B) the basis of the rates to be charged;
(© the types of risks that may be witten;
(D maximumlimts of liability;

(E) applicable exclusions;

(F) territorial limtations;

(G policy cancellation provisions; and

(H the maxi mum policy period.

(8) The insurer shall have the right to: (i) cance
or nonrenew any policy of insurance subject to applicable

| aws and regul ati ons concerning those actions; and (ii)
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require cancellation of any subproducer's contract after
appropriate notice.

(9) |If the contract permts the managing general
agent to settle clains on behalf of the insurer:

(A all clains nust be reported to the conpany
ina tinmely manner.

(B) a copy of the claimfile nust be sent to
the insurer at its request or as soon as it becones
known that the claim

(1) bhas the potential to exceed an anount
determ ned by the conpany;

(1i) involves a coverage dispute;

(ti1) my exceed the nmanaging general
agent's clains settlenent authority;

(tv) is open for nore than 6 nonths; or

(v) 1is closed by paynent of an anmount set
by the conpany.

(G all claimfiles will be the joint property
of the insurer and the nmanaging general agent.
However, upon an order of [liquidation of t he
insurer, the files shall becone the sole property of
the insurer or 1its estate; the managi ng general
agent shall have reasonable access to and the right
to copy the files on a tinely basis.

(D) any settlenent authority granted to the
managi ng general agent may be termnated for cause
upon the insurer's witten notice to the managi ng
general agent or upon the termnation of t he
contract. The insurer may suspend the settl enent
authority during the pendency of any di spute
regardi ng the cause for term nation.

(10) \here el ectronic cl ai ns files are in
exi stence, t he contract nmust address the tinely

transm ssi on of the data.
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(11) If the contract provides for a sharing of
interim profits by the nmanaging general agent and the
managi ng general agent has the authority to determ ne the
anmount of the interim profits by establishing |oss
reserves, controlling claimpaynents, or by any other
manner, interimprofits will not be paid to the managi ng
general agent until one year after they are earned for
property insurance business and until 5 years after they
are earned on casualty business and in either case, not
until the profits have been verifi ed.

(12) The managi ng general agent shall not:

(A Bind rei nsurance or retrocessions on
behal f of the insurer, except that the managing
gener al agent may bind facultative reinsurance
contracts under obligatory facultative agreenents if
the contract with the insurer contains reinsurance
underwiting gui del i nes i ncl udi ng, for bot h
rei nsurance assuned and ceded, a list of reinsurers
with which automatic agreenents are in effect, the
coverages and anounts or percentages that may be
rei nsured, and comm ssi on schedul es.

(B) Appoint any producer w thout assuring that
the producer is lawfully licensed to transact the
type of insurance for which he is appointed.

(© Wthout prior approval of the insurer, pay
or commt the insurer to pay a claim over a
speci fied anount, net of reinsurance, that shall not
exceed 1% of the insurer's policyholders' surplus as
of Decenber 31 of the |last conpleted cal endar year.

(D) Collect any paynent from a reinsurer or
commt the insurer to any claimsettlenent with a
reinsurer without prior approval of the insurer. |If
prior approval is given, a report nust be pronptly

forwarded to the insurer.
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(E) Permt its subproducer to serve onits
board of directors.

(F) Enploy an individual who is also enployed
by the insurer.

(13) The contract may not be witten for a term of
greater than 5 years.

(d) Insurers shall have the follow ng duties:

(1) The insurer shall have on file the managing
general agent's audited financial statenments as of the
end of the nost recent fiscal year prepared in accordance
with Generally Accepted Accounting Principles. The
insurer shall notify the Drector if the auditor's
opinion on those statenents is other than an unqualified
opinion. That notice shall be given to the D rector
W t hin 10 days of receiving the audited financial
statenments or becom ng aware that such opinion has been
gi ven.

(2) If a mnaging general agent establishes |oss
reserves, the insurer shall annually obtain the opinion
of an actuary attesting to the adequacy of |oss reserves
established for Ilosses incurred and outstanding on
busi ness produced by the nmanaging general agent, in
addi tion to any ot her required | oss reserve
certification.

(3) The i nsurer shall periodically (at |east
sem annual | y) conduct an on-site review of t he
underwiting and clains processing operations of the
managi ng general agent.

(4) Binding authority for all reinsurance contracts
or participation in insurance or reinsurance syndicates
shall rest with an officer of the insurer, who shall not
be affiliated with the managi ng general agent.

(5) Wthin 30 days of entering into or termnating

a contract wth a nmanaging general agent, the insurer
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shall provide witten notification of the appointnent or
termnation to the Director. Notices of appointnment of a
managi ng general agent shall include a statenent of
duties that the applicant is expected to perform on
behalf of the insurer, the lines of insurance for which
the applicant is to be authorized to act, and any other
information the Director may request.

(6) An insurer shall reviewits books and records
each quarter to determne if any producer has becone a
managi ng general agent. |[If the insurer determnes that a
producer has becone a managi ng general agent, the insurer
shall pronptly notify the producer and the Director of
that determ nation, and the insurer and producer nust
fully conply wth the provisions of this Section within
30 days of the notification.

(7) The insurer shall file any managing general
agent contract for the Director's approval within 45 days
after the contract becones subject to this Section.
Failure of the Director to disapprove the contract within
45 days shall constitute approval t her eof . Upon
expiration of the contract, the insurer shall submt the
repl acenent contract for approval. Contracts filed under
this Section shall be exenpt fromfiling wunder Sections
141, 141.1 and 131. 20a.

(8 An insurer shall not appoint to its board of
directors an officer, director, enployee, or controlling
shar ehol der of its nmanaging general agents. Thi s
provi sion shall not apply to relationships governed by
Article VII1l 1/2 of this Code.

(e) The acts of a managi ng general agent are considered

to be the acts of the insurer on whose behalf it 1is acting.
A managi ng general agent may be examined in the same manner

as an i nsurer.

(f) Retrospective conpensation agreenents for business
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witten under Section 4 of this Code in Illinois and outside
of Illinois by an insurer domciled in this State nust be
filed for approval. The standards for approval shall be as

set forth under Section 141 of this Code.

(g) Unless specifically required by the D rector, the
provisions of this Section shall not apply to arrangenents
bet ween a managi ng general agent not underwiting any risks
located in 1Illinois and a foreign insurer domciled in an
NAI C accredited state t hat has adopt ed | egi sl ation
substantially simlar to the NAI C Managing General Agents
Model Act. "NAIC accredited state" neans a state or
territory of the United States having an insurance regul atory
agency that maintains an accredited status granted by the
Nat i onal Associ ation of Insurance Conm ssioners.

(h) If the Director determnes that a nanaging general
agent has not materially conplied wwth this Section or any
regul ati on or order pronul gated hereunder, after notice and
opportunity to be heard, the Director may order a penalty in
an anount not exceedi ng $50, 000 for each separate violation
and nmay order the revocation or suspension of the producer's
license. If it 1is found that because of the material
nonconpliance the insurer has suffered any |oss or damage,
the Director may maintain a civil action brought by or on
behal f of the insurer and its policyholders and creditors for
recovery of conpensatory damages for the benefit of the
insurer and its policyholders and creditors or ot her
appropriate relief. This subsection (h) shall not be
construed to prevent any other person from taking civil
action agai nst a managi ng general agent.

(1) If an Oder of Rehabilitation or Liquidation is

entered under the Interstate Conmpact Uni form Recei vership Law

Arttele-Xttt and the receiver appointed under that Oder
determnes that the nmanaging general agent or any other

person has not materially conplied with this Section or any
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regulation or Oder pronulgated hereunder and the insurer
suffered any loss or danmage therefrom the receiver may
maintain a civil action for recovery of damages or ot her
appropriate sanctions for the benefit of the insurer.

Any decision, determnation, or order of +the Director
under this subsection shall be subject to judicial review
under the Adm nistrative Review Law.

Not hing contained in this subsection shall affect the
right of the Director to inpose any other penalties provided
for in this Code.

Not hi ng contained in this subsectionis intended to or
shal | in any manner limt or restrict the rights of
pol i cyhol ders, claimnts, and auditors.

(j) A domestic conpany shall not during any cal endar
year wite, through a managi ng general agent or managi ng
general agents, premuns in an anobunt equal to or greater
than its <capital and surplus as of the precedi ng Decenber
31st unless the donmestic conpany requests in witing the
Director's permssion to do so and the Director has either
approved the request or has not disapproved the request
wi thin 45 days after the Director received the request.

No donestic conpany with | ess than $5, 000,000 of capital
and surplus may wite any business through a managi ng gener al
agent unl ess the donestic conpany requests in witing the
Director's permssion to do so and the Director has either
approved the request or has not disapproved the request
wi thin 45 days after the Director received the request.

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

(215 ILCS 5/147. 3)

Sec. 147.3. Issuance of <capital notes by donestic
conpani es.

(a) A donestic conpany may at any tine or from tinme to

time issue capital notes pursuant to this Section in an
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aggregate principal anmount not exceeding (1) 25% of its total
adj usted capital (including the aggregate principal amunt of
out standi ng capital notes and outstanding surplus notes or
guaranty fund certificates and guaranty capital shares) as of
the end of the imediately precedi ng cal endar year |less (2)
t he aggregate principal amount of outstanding capital notes
and outstanding surplus notes or guaranty fund certificates
and guaranty capital shares; provided, however, that capital
notes shall not be issued for an aggregate principal anount
t hat woul d cause the aggregate principal amunt for all of
the insurer's capital notes scheduled to mature in any
cal endar year to exceed 5% or the aggregate principal anount
of all of the insurer's capital notes scheduled to mature in
any 3 consecutive calendar years to exceed 12% of the
insurer's total adjusted capital as of the end of the
calendar year imediately preceding the issuance of the
capital notes. The aggregate anpunt of capital notes and
surplus notes or guaranty fund certificates and guaranty
capital shares is at all times limted to 33 1/3% of total
adj usted capital. Any aggregate anmount in excess of this
l[imt shall reduce the amount of capital notes included in
the insurer's total adjusted capital.

(b) No insurer shall issue capital notes pursuant to
this Section unless the formand terns thereof shall have
been approved by the Director. The termof any capital note
shall be no less than 5 years.

(c) An insurer with a capital note outstanding shal
file a report with the Director at the same tine that the
insurer files its Annual Statenent and at such other tinmes as
the Director determ nes necessary. The Director may by rule
establish tinmes for and the content of these reports.

(d) The insurer shall not pay or redeemthe principal
anount of any capital notes, make any sinking fund paynent,

or pay any interest on the notes, and the principal, paynent,


SOLIMAR DFAULT BILLS NONE


- 158- LRB9200955JSpc

and interest shall not becone due or payable if, based on the
precedi ng year-end annual statenent filed with the D rector

(1)(A) The insurer's total adjusted capital is |less
than the insurer's conpany action |level RBC or (B) the
insurer's total adjusted capital is |l ess than the product
of 1.25 and its conpany action level RBC and there is a
negative trend, as determned in accordance with the
Article Il A of this Code; or

(2) the aggregate of all paynents or redenptions
made during a calendar year would, if rmade i mredi ately
prior to the preceding year-end, have caused (A the
insurer's total adjusted capital to be less than the
insurer's conpany action level RBC or (B) the insurer's
total adjusted capital at such tine to be |ess than the
product of 1.25 and its conpany action level RBC and
there is a negative trend, as determ ned in accordance
with Article Il A of this Code.

Notwi thstanding itenms (1) and (2), upon request by the
insurer, the D rector nmay approve, in whole or in part, any
paynment or redenption on the capital notes if and at such
time or times as in his or her judgnent the financial
condition of the insurer warrants. The anount of the
redenptions or paynents of principal amounts of any capital
notes that cannot be nade as the result of the provisions of
this subsection may accunmul ate at the rate of interest of the
capital notes.

(e) Capital notes issued pursuant to this Section:

(1) may provide (A) for interest paynents at fixed
or adjustable rates, sinking fund paynments, and paynents
and redenptions of principal, in each case in accordance
with the terns of the capital note and w thout the prior
approval of the Director except to the extent that such
approval is required pursuant to this subsection or

subsection (d) of this Section, (B) that the capital
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notes automatically beconme due and payable in the event
t he i nsurer becones subj ect to an or der of
rehabilitation, [ iquidation, or conservation granted

pursuant to a proceeding under the Interstate Conpact

Uni form Receivership Law Artiele-Xttt-of-this-Code, and

(C for such other features as the Director determ nes
are appropriate for capital notes issued according to
this Section; and

(2) shall provide that if at the end of any
cal endar year the total anobunt of the insurer's total
adj ust ed capital (including the aggregate principal
anount of outstanding capital notes and outstanding
surplus notes or guaranty fund certificates and guaranty
capital shares) is less than 3 tines the aggregate
princi pal anmount of capital notes outstandi ng and surplus
notes or guaranty fund certificates and guaranty capital
shares, the Director may notify the insurer that the
financial condition of the insurer does not warrant the
paynment or redenption or sinking fund paynent, in whole
or in part, on the capital notes. Such action by the

Director shall, wthout any action on the part of the

i nsurer or any other person, automatically defer paynment

or redenption until such tinme as the Director finds that

the financial condition warrants paynent or redenption.

The anount of redenptions or paynents of principal

anounts of any capital notes so deferred nay accumul ate

at the rate of interest of the capital notes.

(f) The outstanding principal of a capital note issued
pursuant to this Section shall be considered part of the
insurer's total adjusted capital, but shall not be considered
part of the insurer's surplus; provided, however, (1) that,
in the case of any capital note maturing 15 years or |ess
fromthe year in which the capital note is issued, one-fifth

of the aggregate principal anmount of the capital note shal
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be subtracted from total adjusted capital in each year
starting with the fifth year imediately preceding the
calendar year in which the capital note is scheduled to
mature; and (2) that, in the case of any «capital note
maturing nore than 15 years from the year in which the
capital note is issued, one-tenth of the aggregate princi pal
anount of the capital note shall be subtracted fromtotal
adjusted capital in each year starting with the tenth vyear
i mredi ately preceding the cal endar year in which the capital
note is scheduled to mature, and further provided that, in no
event shall the anpbunt included in total adjusted capital for
any capital note exceed the principal amount, at issue, of
the outstanding capital note less the aggregate of al
si nking fund paynents nmade on the capital note. The insurer
shall disclose the aggregate principal anount of capital
notes then outstanding as a liability on its financial
statenents filed with the Director pursuant to this Code.

(g0 As wused inthis Section, the terns "total adjusted
capital", "conpany action |evel RBC', and "authorized control
| evel RBC' shall have the neanings given those ternms in
Article Il A of this Code.

(Source: P.A 90-831, eff. 8-14-97.)

(215 ILCS 5/186.1) (from Ch. 73, par. 798.1)

Sec. 186.1. Supervision by the D rector.

(1) If t he Director determnes that any donestic
i nsurance conpany is operating in a manner, that could |ead
to, or is in, a financial condition, which if continued would
make it hazardous to the public, and its policyhol ders, the
Director nmay issue an order:

(a) notifying the conpany and its Board of Directors of
his determ nation and setting forth the specific deficiencies
| eading to the determ nation

(b) setting forth the specific action required or
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prohibited to correct the cited deficiencies; and

(c) ordering the conpany to conply with the Director's
order wthin such reasonable time as the Drector shal
prescri be.

(2) Operation or financi al condi tion defi ci enci es
supporting the Director's determ nation under subsection (1)
may i nclude, but are not limted to, the follow ng:

(a) The conpany has failed to nmaintain a relationship of
policyholder surplus to premium witings or policyholder
surplus to claimand unearned prem um reserves which provides
a reasonabl e mar gi n of safety for the policyholders
considering the classes of insurance the conpany is witing.

(b) The conpany's asset liquidity is not adequate to
provi de orderly paynent of its obligations.

(c) The conpany's <current or projected net incone is
i nadequate to neet its present or projected obligations.

(d) The <conmpany has a history of claim reserve
i nadequacy which affects the reliability of its financial
st at ement s.

(e) The conpany has failed to maintain adequate books
and records or has otherwise conducted its insurance
operation in a manner which inpairs the Director's ability to
determine its true financial condition.

(3) If a conmpany fails to conmply with the Director's
order issued pursuant to subsection (1) wthin the tine
prescribed for such conpliance the Director my institute
pr oceedi ngs for t he conservati on, rehabilitation or

liquidation of the conmpany under the Interstate Conpact

Uni form Recei vership Law Artiele-Xtt1}-of-this-Code.

(4)(a) The Director may require that the conpany prepare
and file a plan to correct the deficiencies cited by the
Director in his order within such tine as the Director my
prescribe. A corrective order my require, prohibit or

permt certain acts subject to conditions including the
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Director's prior approval. The scope of a corrective order
may relate to but shall not be limted to:

(1) the disposition, recovery or mx of assets;

(1i) the assunption or cession of reinsurance, including
rei nsurance of outstanding risks;

(ti1) lending and borrow ng;

(tv) investnents;

(v) restricting underwiting and marketing activities.

(b) The Director may require that any conpany under such
corrective order direct any certified public accountants,
consulting actuary or financial consultant retained by the
conpany to prepare for the Director such reports, accounting
data and such other reports as the Director mnmay reasonably
require to assist in carrying out the responsibilities of the
Director under this Section.

(5)(a) Any conpany subject to an order under subsections
(1) or (4) my request a hearing before the Director to
review that order. Such request shall be mde in witing
within 10 days of the receipt of such order, shall state the
conpany's objections to the order, and shall be addressed to
the D rector. Such hearing shall be convened not |ess than
10 days nor nore than 20 days after receipt of the witten

request for hearing unless otherwise agreed to by the

conpany. The Director shall make a final determ nation
within 10 days after the conclusion of the hearing. The
Director shall hold all hearings wunder this subsection

privately in accordance with subsection (6) of this Section.
The pendency of a hearing or pendency of the Director's final
determ nation shall not stay the effect of the Drector's
or der.

(b) After the Director's final determ nation pursuant to
any heari ng under this subsection, any party to the
proceedi ngs whose interests are affected by the Director's

final determnation shall be entitled to judicial review of
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such final determ nation pursuant to the provisions of the
“Adm ni strative Review Law .

Not wi t hst andi ng t he availability of admnistrative
remedi es or judicial review under the *Adm nistrative Review
Law, a conpany which is subject to an order of the D rector
under this Section shall be entitled to inmmediate judicial
review and injunctive relief in the Crcuit Court of Cook
County or the Grcuit Court of Sanganon County upon
satisfying the court:

(1) that accepting the facts set forth in the order as
true, the order is arbitrary or capricious;

(i) that the conpany's interests are substantially
i npai red by the order; and

(ti1) that the conpany will suffer permanent injury in
t he absence of imediate injunctive relief.

(6) Al admnistrative and judicial proceedings arising
under this Article shall be held privately wunless a public
hearing 1is requested by the conpany, and all records of the
conpany, and all records of the Departnment concerning the
conpany, so far as they pertain to or are a part of the
record of the proceedings, shall be and remain confidential,
unl ess the conmpany requests otherwi se. Such records shal
not be subject to public disclosure under “the tHtitnots
Freedom of Information Act®;-certifted-Decenber-27;-1983;-as
anended; or otherw se, nor shall such records be subject to
subpoena by third parties, unless the conpany and Director
consent to such disclosure or rel ease under subpoena.

(7) The powers vested in the Director by this Section
are additional to any and all other powers and renedies
vested in the Director by law, and nothing herein contained
shall prohibit the Director from proceedi ng under any ot her
applicable I aw or under this Section in conjunction with any
ot her | aw

(Source: P.A 84-715.)
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(215 ILCS 5/232) (from Ch. 73, par. 844)

Sec. 232. Extension of tinme and nodification of standard
provi si ons.

(1) Any conpany authorized to transact business in this
State on the effective date of this Code nay continue to
i ssue policies and contracts of the kind or kinds it was
permtted to issue imediately prior to such effective date,
unti| Decenber 31, 1937.

(2) Policies and contracts may be issued and delivered
in this State which contain provisions nore favorable to the
hol ders of such policies or contracts than the standard
provisions required by this Article. No donestic conpany and
hol der of a policy or contract shall after the effective date
of this Code enter into any agreenent to waive or nodify 1in
whole or in part a standard provision required by this Code
or any prior law of this State, for the benefit of such
hol der, wunless the agreenent be approved by a court in a

proceedi ng under the Interstate Conpact Uniform Receivership

Law Artiele- Xttt
(Source: Laws 1937, p. 696.)

(215 ILCS 5/251) (from Ch. 73, par. 863)

Sec. 251. Record of securities; deficit; when insolvent.
The Director shall keep a record of the securities deposited
by each conpany and when furnishing the annual certificate of
valuation nentioned in section 249, he shall enter thereon
t he anobunt and mar ket value of such securities deposited by
such conpany. If at any tinme it shall appear from such
certificate or otherwise that the value of the securities
held on deposit is less than the reserve value of the
regi stered policies theretofore issued by such conpany, |ess
such liens (not exceeding such reserve value) as the conpany
may have against them and the conpany shall fail or neglect

to make good such deposit wthin sixty days, after witten


SOLIMAR DFAULT BILLS NONE


A W N R

© 00 ~N o O

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

- 165- LRB9200955JSpc

notice by the Director, it shall be deenmed to be insolvent
and shall be proceeded against in the manner provided in the

| nterstate Conpact Uniform Receivership Law Artielte- Xttt

(Source: Laws 1937, p. 696.)

(215 ILCS 5/310.1) (fromCh. 73, par. 922.1)

Sec. 310.1. Suspension, revocation or refusal to renew
certificate of authority.

(a) Donestic societies. Wen, upon investigation, the
Director is satisfied that any donestic society transacting
busi ness under this anendatory Act has exceeded its powers or
has failed to conply with any provisions of this anmendatory
Act or is conducting business fraudulently or in a way
hazardous to its nmenbers, creditors or the public or is not
carrying out its contracts in good faith, the Director shal
notify the society of his or her findings, stating in witing
the grounds of his or her dissatisfaction, and, after
reasonable notice, require the society on a date naned to
show cause why its certificate of authority should not be
revoked or suspended or why such society should not be fined
as hereinafter provided or why the Director should not

proceed against the society wunder the Interstate Conpact

Uni form Receivership Law Artiele-Xttt-of-this-Code. If, on

the date naned in said notice, such objections have not been
removed to the satisfaction of the Director or if the society
does not present good and sufficient reasons why its
authority to transact business in this State should not at
that tine be revoked or suspended or why such society shoul d
not be fined as hereinafter provided, the Director my
revoke the authority of the society to continue business in
this State and proceed against the society under t he

Interstate Conpact Uniform Receivership Law Artiele-Xtt1-of

t hi s- Code or suspend such certificate of authority for any

period of tinme up to, but not to exceed, 2 years; or nmay by
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order require such society to pay to the people of the State
of Illinois a penalty in a sumnot exceeding $5, 000, and,
upon the failure of such society to pay such penalty wthin
20 days after the mailing of such order, postage prepaid,
regi stered and addressed to the |ast known place of Dbusiness
of such society, unless such order is stayed by an order of a
court of conpetent jurisdiction, the Director may revoke or
suspend the 1license of such society for any period of tine
up to, but not exceeding, a period of 2 years.
(b) Foreign or alien societies. The Director shal

suspend, revoke or refuse to renew certificates of authority
in accordance with Article VI of this Code.

(Source: P.A 84-303.)

(215 ILCS 5/311.1) (fromCh. 73, par. 923.1)

Sec. 311.1. Injunction proceedings.

(a) Upon the refusal or neglect of any society to make
the annual report, as provided in this anendatory Act, or in
case any such society shall exceed its powers or shal
conduct its business fraudulently or is not carrying out its
contracts in good faith or shall be 30 days in arrears in the
paynment of death or disability clains, endownent s or
annuities after the sane have been all owed by the board of
directors or other person or persons whose duty it is to pass
upon such clainms and after establishnment of the interest and
conpetency of the payee to receive, receipt and acquit for
paynment, provided that such <claim shall be approved or
di sapproved wthin 60 days after recei pt of due proof of |oss
or death or, after one year's existence, shall have a
menbership of |less than 500 or shall determ ne to discontinue
busi ness or shall fail to conply with any of the provisions
of this anmendatory Act, the Drector shall inmmediately
commence, or cause to be comenced, an action against such

soci ety under the Interstate Conpact Uniform Receivership Law
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Artiele-Xttt-of--this--Code and to enjoin the sanme from
carrying on any business, and an injunction nmay be granted,
upon proper showing by the Director, in any circuit court in
this State; provided, however, that no injunction agai nst any
society wthin this State or application for or appointnent
of a receiver or action to prevent any society from carrying
on business in this State shall be made or granted by any
court except on the application of the Director and after
witten notice duly nmade and served upon the chief executive
officer of such society wthin this St at e, or, if
incorporated wunder the laws of another state, then such
noti ce may be served by sending the sane to the president or
secretary of the society by registered mil at the hone
office of the society, and a full hearing before such court,
whet her the party seeking such relief be the State, nmenber of
such society or any other person whatsoever.

(b) If the court shall find that such society so
enj oi ned was in default as charged and the violation
conpl ai ned of shall have been corrected and the injunction
di ssolved, the society nmay continue in business provided it
shal |l have satisfied the Director that it has paid the costs
of the action. Any officer, agent or person acting for any
soci ety or subordinate body thereof within this State and who
shal | transact any business for such society contrary to the
provisions of such injunction or prohibition while such
society shall be so enjoined or prohibited from doing
busi ness pursuant to this anendatory Act shall be deened
guilty of a Cass A m sdeneanor.

(Source: P.A 84-303.)

(215 ILCS 5/324) (from Ch. 73, par. 936)
Sec. 324. Menbership. Every mutual benefit association
shal |l have and maintain a nenbership of at Ileast 500 five

hundred nenbers. |If any association shall not have coll ected
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any one assessnent |evied pursuant to this Article from at
| east 500 five--hundred nenbers, after the |evy of such
assessnment, it shall be subject to Iliquidation and the
Director my proceed against such association under the

| nterstate Conpact Uniform Receivership Law Artiele- Xttt}

(Source: Laws 1937, p. 696.)

(215 I1LCS 5/327) (from Ch. 73, par. 939)

Sec. 327. Benefit fund.

(1) Every association shall mintain a benefit fund
which shall be used solely for the paynent of clains of
menbers and no part thereof shall be used for defraying the
expenses of the association. Such fund, any portion of which
may be deposited with the Director, may be held in cash or
invested in securities of the United States Governnent or of
the State of Illinois, and not otherw se. Al noneys or other
assets of the benefit account, as defined in the Act
mentioned in Section 316, of any association shall upon the
effective date of this Code be deened transferred to and
becone a part of its benefit fund. The m ni nrum anmount of such
benefit fund at all tinmes after one year from the effective
date of this Code shall be $1,000, plus the sum of $200 for
each 100 nmenbers in excess of 500. If the benefit fund of any
association at any tine after one year from the effective
date of this Code shall be 1less than the m ni nrum anount
required by this section and is not increased to such m ni num

wi thin 90 days, the association shall be deened insolvent and

the Director shall proceed against it wunder the Interstate

Compact Uni form Recei vership Law Artiecle- Xttt}

(2) \Wenever the association shall have been notified of
any loss wunder its certificate of nenbership, which exceeds
in anobunt the benefit fund of the association, the president
shal |l convene the directors of the association who shall |evy

an assessnent against all nenbers for an anmount sufficient to
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pay all such losses of the association at the tinme said
assessnment is made and for an anmount in excess thereof
sufficient to maintain the m ni mrum anount of the benefit fund
as provided in this section. Assessnents provided for in this
section shall be distributed equally against all nenbers of
t he associ ation except for children under 16 years of age.
The board of directors shall assess each such child an anount
not to exceed one half of the anount |evied against each
ot her nenber.

(3) In order to provide for an unexpected nunber of
deat hs, an association shall have the right to |Ilevy
addi ti onal assessnents whenever in the discretion of the
board of directors the sane shall be deened advi sabl e except
that no assessnent may be levied if the anbunt in the benefit
fund exceeds, or if such assessnment will increase the anount
of the benefit fund in excess of a sumequal to $25 per
menber in good standing. The entire proceeds of all such
addi tional assessnents shall be placed in the benefit fund.

(Source: Laws 1957, p. 68.)

(215 1LCS 5/331) (from Ch. 73, par. 943)

Sec. 331. Paynent of clains. Al clains filed with the
associ ation shall be approved or disapproved within 60 sixty
days after recei pt of due proof of death or disability and if
approved, shall be paid wthin 60 sixty days after such
approval. If a claimis disapproved, the association shal
forthwith notify the beneficiary or person filing the proof
of death or disability of the reasons for such disapproval

The Director shall proceed under the Interstate Conpact

Uniform Receivership Law Artiele--Xttt to I|iquidate any

associ ation which shall conduct its business fraudulently, or
is not carrying out its contracts in good faith, or shall be
60 sixty days or nore in arrears in paynent of clains after

t he same have been allowed by the board of directors, or has
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vi ol ated any of the provisions of this Article.

(Source: Laws 1937, p. 696.)

(215 I LCS 5/345) (from Ch. 73, par. 957)

Sec. 345. Society and directors or officers may not
advertise funeral supplies. No burial society nor any
officer, director or agent of any burial society shall offer
or make any oral or witten agreenent to furnish, or shal
distribute or cause to be distributed any Iliterature or
advertising of any kind whatsoever which offers or purports
to offer, funeral supplies of any kind in lieu of the cash
paynment upon the death of a nmenber. Upon any viol ation of
this Section by any society, or officer, director or agent
thereof, the Director shall proceed to liquidate such society

in accordance wth the provisions of the Interstate Conpact

Uni form Recei vership Law Artiele-Xtt1}.

(Source: Laws 1937, p. 689.)

(215 ILCS 5/347) (from Ch. 73, par. 959)

Sec. 347. Failure to maintain deposit; Paynment of cl ains.
All clains filed with a society shall be approved or
di sapproved within 60 stxty days after receipt of due proof
of death and, if approved, shall be paid within 30 thifrty
days after such approval. The Director shall proceed under

the Interstate Conpact Uniform Receivership Law Artiele-Xt}1}

to liquidate any society which shall fail to mintain the
deposit required by this Article, or shall conduct its
busi ness fraudulently, or is not carrying out its contracts
in good faith, or shall be thirty days or nore in arrears in
paynment of death clains after the sanme have been allowed by
the board of directors, or has violated any of the provisions
of this Article.

(Source: Laws 1937, p. 696.)
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(215 ILCS 5/451) (from Ch. 73, par. 1063)

Sec. 451. Conpani es not subject to Code. This Code shal
not apply to conpanies now or hereafter organized or
transacti ng busi ness under an Act entitled "An Act to provide
for and regul ate the business of guaranteeing titles to real
estate by corporations,"” approved My 13, 1901, or Act
anendatory thereof or suppl enent ary t heret o; nor to
corporations now or hereafter organized and transacting
busi ness under "An Act to provide for the incorporation and
regulation of nonprofit hospital service cor porations”
approved July 6, 1935, or act anendatory thereof or
suppl enentary thereto; nor shall any part of this Code other
than Articles X, XlI, Xttt; and XXIV apply to conpani es now or
hereafter organized or transacting business under an Act
entitled, "An Act relating to local nutual district, county
and township insurance conpanies,” approved March 13, 1936,

or Act anendatory thereof or supplenentary thereto, however,

such conpanies are subject to the Interstate Conpact Uniform

Recei vership Law. No donestic conpany shall be organized

under this Code, nor shall any foreign or alien conpany
receive a certificate of authority wunder this Code, to
transact the business of guaranteeing or insuring titles to
real estate.

(Source: Laws 1937, p. 696.)

(215 ILCS 5/545) (from Ch. 73, par. 1065.95)

Sec. 545. Effect of paid clains.

(a) Every insured or claimant seeking the protection of
this Article shall cooperate wwth the Fund to the sane extent
as such person woul d have been required to cooperate with the
i nsol vent conpany. The Fund shall have all the rights, duties
and obligations under the policy to the extent of the covered
claim paynent, provided the Fund shall have no cause of

action against the insured of the insolvent conpany for any
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suns it has paid out except such causes of action as the
i nsol vent conpany woul d have had if such sunms had been paid
by the insolvent conpany and except as provided in paragraph
(d) of this Section.

(b) The Fund and any simlar organization in another
state shall be recognized as claimants in the |iquidation of
an insolvent conpany for any anmounts paid by themon covered
clains obligations as determned under this Article or
simlar laws in other states and shall receive dividends at

the priority set forth in the Interstate Conpact Uniform

Recei vership Law paragraph-{d)-of-subseetton-{1)-eof-Seetton

205-of -t his-Code. The liquidator of an insolvent conpany
shal |l be bound by determ nations of covered claimeligibility
under the Act and by settlenents of clains made by the Fund
or a simlar organization in another state on the receipt of
certification of such paynents, to the extent those
determ nations or settlenents satisfy obligations of the
Fund, but the receiver shall not be bound in any way by those
determ nations or settlenments to the extent that there
remains a claim in the estate for anmounts in excess of the
paynments by the Fund. In submtting their claim for covered
claim paynents, the Fund and any simlar organization in
anot her state shall not be subject to the requirenents of the

Interstate Conpact Uni form Recei vership Law Seecti ons-208- - and

209--of -t ht s- Code and shall not be affected by the failure of
the person receiving a covered claimpaynent to file a proof
of claim

(c) The expenses of the Fund and of any simlar
organi zation in any other state, other than expenses incurred
in the performance of duties under Section 547 or simlar
duties under the statute governing a simlar organization in
anot her state, shall be accorded the sane priority as the
liquidator's expenses. The |liquidator shall rmake pronpt

rei nbursenent to the Fund and any simlar organization for
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such expense paynents.

(d) The Fund has the right to recover fromthe foll ow ng
persons the amount of any covered clains and all ocated cl ai ns
expenses which the Fund paid or incurred on behalf of such
person in satisfaction, in whole or in part, of liability
obligations of such person to any other person:

(1) any insured whose net worth on Decenber 31 of
the year next preceding the date the conpany becones an

i nsol vent conpany exceeds $25, 000, 000; provided that an

insured's net worth on such date shall be deened to

i nclude the aggregate net worth of the insured and all of

its affiliates as cal cul ated on a consolidated basis.

(1i) any insured who is an affiliate of the

i nsol vent conpany.

(Source: P.A 89-206, eff. 7-21-95; 90-499, eff. 8-19-97.)

(215 ILCS 5/552) (from Ch. 73, par. 1065.102)
Sec. 552. Al provisions of this Article shall be
interpreted in accordance wth and pursuant to those Sections

of the |Interstate Conpact Uniform Receivership Law Artiele

Xttt -of -this-Code which may be applicable.
(Source: P.A 85-576.)

(215 ILCS 5/1108) (fromCh. 73, par. 1065.808)

Sec. 1108. Trust; filing requirenments; records.

(1) Any risk retention trust created under this Article
shall file wwth the D rector

(a) A statenent of intent to provide naned
cover ages.

(b) The trust agreenent between the trust sponsor
and t he trustees, detailing the organization and
adm ni stration of t he t rust and fiduciary
responsibilities.

(c) Signed risk pooling agreenents from each trust


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

-174- LRB9200955JSpc

menber describing their intent to participate in the
trust and maintain the contingency reserve fund.

(d) By April 1 of each year a financial statenent
for the preceding cal endar year ending Decenber 31, and a
list of all beneficiaries during the year. The financial
statenent and report shall be in such form as the
Director of |Insurance may prescribe. The truth and
accuracy of the financial statenent shall be attested to
by each trustee. Each R sk Retention Trust shall file
with the Director by June 1 an opinion of an independent
certified public accountant on the financial condition of
the R sk Retention Trust for the nost recent cal endar
year and the results of its operations, changes in
financial position and changes in capital and surplus for
t he year then ended in conformty wth accounting
practices permtted or prescribed by t he I1linois
Departnent of |nsurance.

(e) The nanme of a bank or trust conpany wth whom
the trust will enter into an escrow agreenent which shal
state that the contingency reserve fund Wil | be
mai ntai ned at the levels prescribed in this Article.

(f) Copies of coverage grants it will issue.

(2) The Director of Insurance shall charge, collect and

gi ve proper acquittances for the paynent of the follow ng

fees and charges:

(a) For filing trust instrunments, anendnents
thereto and financial statenent and report of t he
trustees, $25.

(b) For copies of papers or records per page, $1.

(c) For certificate to copy of paper, $5.

(d) For filing an application for the |icensing of
a risk retention trust, $500.

(3) The trust shall keep its books and records in

accordance wth the provisions of Section 133 of this Code.
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The Director may exam ne such books and records fromtine to
time as provided in Sections 132 through 132.7 of this Code
and may charge the expense of such exam nation to the trust
as provided in subsection (3) of Section 408 of this Code.

(4) Trust funds established under this Section and al
persons interest therein or dealing therewith shall be
subject to the provisions of Sections 133, 144.1, 149, 401,
401.1, 402, 403, 403A, 412, and all of the provisions of
Articles VI1, VIIl, and XIl 1/2 and-Xttt of this the Code and

the Interstate Conpact Uniform Recei vershi p Law - as- - arended.

Except as otherwise provided in this Section, trust funds
establ i shed under and which fully conply with this Section,
shal |l not be subjected to any ot her provision of the Code.

(5 The Director of Insurance may make reasonabl e rul es
and regul ations pertaining to the standards of coverage and
adm nistration of the trust authorized by this Section. Such
rules may include but need not be limted to reasonable
standards for fiduciary duties of the trustees, standards for
the investnent of funds, limtation of risks assumed, m ninmum
size, capital, surplus, reserves, and contingency reserves.

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

(215 ILCS 5/ Art. X1l rep.)
(215 ILCS 5/Art. XI11 1/2 rep.)

Section 1202. The Illinois Insurance Code is anended by

repealing Articles XIIl and X1l 1/2.

Section 1203. The Rei nsurance Internediary Act 1is

anended by changi ng Section 55 as foll ows:

(215 ILCS 100/55) (fromCh. 73, par. 1655)
Sec. 55. Penalties and liabilities.

(a) If the Director determnes that a rei nsurance
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internediary has not materially conplied with this Act or any
regulation or Order pronul gated hereunder, after notice and
opportunity to be heard, the Director may order a penalty in
an anount not exceedi ng $50, 000 for each separate violation
and may order the revocation or suspension of the reinsurance
internediary's license. |If it is found that because of the
mat eri al nonconpliance the insurer or reinsurer has suffered
any | oss or damage, the Director may naintain a civil action
brought by or on behalf of the reinsurer or insurer and its
policyholders and creditors for recovery of conpensatory
damages for the benefit of the reinsurer or insurer and its
policyhol ders and creditors or seek other appropriate relief.
Thi s subsection (a) shall not be construed to prevent any
other person fromtaking civil action against a reinsurance
i nternmedi ary.

(b) If an Order of Rehabilitation or Liquidation of the

insurer is entered under the Interstate Conpact Uniform

Recei vership Law Artiele- Xttt -of-the-tHlinots-1nsurance- - Code

and the receiver appointed under that Order determ nes that
the reinsurance internmediary or any other person has not
materially conplied with this Act or any regul ation or Oder
pronul gat ed hereunder and the insurer has suffered any |oss
or damage therefrom the receiver may maintain a civil action
for recovery of danmages or other appropriate sanctions for
the benefit of the insurer.

(c) The decision, determnation, or order of t he
Director under subsection (a) of +this Section shall be
subject to judicial review under the Admnistrative Review
Law.

(d) Nothing contained in this Act shall affect the right
of the Director to inpose any other penalties provided in the
II'linois |Insurance Code.

(e) Nothing contained in this Act 1is intended to or

shall in any manner limt or restrict the rights of
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policyholders, <claimants, creditors, or other third parties
or confer any rights to those persons.

(Source: P.A 87-108; 88-364.)

Section 1204. The Producer Controlled Insurer Act 1is

anended by changi ng Section 25 as foll ows:

(215 |1 LCS 107/ 25)

Sec. 25. Penalties.

(a) If the Director believes that the controlling
producer or any other person has not materially conplied with
this Act or any regulation or order pronulgated hereunder,
after notice and opportunity to be heard, the Director may
order the controlling producer to cease placing business with
the controlled insurer. If it is found that the controlled
insurer or any policyhol der thereof has suffered any |oss or
damage because of the material nonconpliance, the Director
may maintain a civil action or intervene in an action brought

by or on behalf of the insurer or policyholder for recovery

of conpensatory damages or other appropriate relief. Thi s
subsection (a) shall not be construed to prevent any other
person from taking civil action against a controlling
pr oducer.

(b) If an order for liquidation or rehabilitation of the

controlled insurer has been entered under the Interstate

Compact Uni form Recei vership Law Artiecle-Xttt-of-the-tllinois

} nsur anee- Code and the receiver appointed under that order
believes that the controlling producer or any other person
has not materially conplied wwth this Act or any regulation
or order pronul gated hereunder and the insurer suffered any
| oss or damage as a result, the receiver may maintain a civil
action for recovery of danages or other appropriate sanctions
for the benefit of the insurer.

(c) Nothing in this Section shall affect the right of


SOLIMAR DFAULT BILLS NONE


D o~ W NP

10
11
12
13
14
15
16
17

18
19

20
21
22
23
24
25
26
27
28
29
30

-178- LRB9200955JSpc

the Director to inpose any other penalties authorized under
the Illinois Insurance Code.

(d) Nothing in this Section is intended to, or shall in
any nmanner, alter or affect the rights of policyhol der,
claimants, creditors, or other third parties.

(Source: P.A 87-1090; 88-364.)

Section 1205. The Dental Service Plan Act is anended by

changing Section 38 as foll ows:

(215 ILCS 110/38) (fromCh. 32, par. 690. 38)

Sec. 38. To the extent that the sane are applicable and
not inconsistent wth the provisions of this Act, al
proceedi ngs for the rehabilitation, |iquidation, conservation
or dissolution of dental service plan corporations shall be

subject to the provisions of the Interstate Conpact Uniform

Recei vership Law Artiele--Xttt--of--the--“ttlinois--1nsurance

Code" ; - appr oved- June- 29; - 1937; - as- anended.
(Source: Laws 1965, p. 2179.)

Section 1206. The Farm Miutual |nsurance Conpany Act of

1986 i s anended by changi ng Sections 10 and 14 as fol |l ows:

(215 I'LCS 120/10) (fromCh. 73, par. 1260)

Sec. 10. Property insurable; limtations of risk.

(1) Farmnutual insurance conpanies are permtted to
insure the follow ng classes of property:

(a) Farm property, including residences and ot her
farm buil dings and all classes of personal property in
connection therewith, other than notor vehicles required
to be licensed for road wuse, including such property
tenporarily | ocated el sewhere;

(b) G ow ng crops;

(c) Buildings and personal property wused in the
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processing of agricultural products in conjunction with a

farm ng operation;

(d) Residences, including household and personal
effects, and including such property tenporarily |ocated

el sewher e;

(e) Churches, schools and comrunity buildings and
such property as may be properly contained therein.

No farm nutual insurance conmpany may insure any property
within the limts of any city containing over 50, 000
inhabitants at the tinme of the organi zation of the conpany.

(2) No farm mutual insurance conpany authorized to wite
the kinds of insurance enunerated in Section 5 of this Act
may expose itself to any loss on any one risk in an anmount in
excess of $20,000 plus 10% of its policyholders' surplus in
excess of $20, 000.

A farm nutual insurance conpany insuring against the
perils of wind or hail nust have and nmintain catastrophic
reinsurance which |imts the conpany's exposure on any one
| oss occurrence to 20% of its policyhol ders' surplus.

No portion of any such risk which has been reinsured with
a farmnmutual insurance conpany or an insurance conpany
authorized to wite the kinds of insurance described in C ass
2 or Cass 3 of Section 4 of the Illinois Insurance Code
shall be included in determning the Ilimtation of risk
descri bed herein.

For purposes of this Section:

A single risk shall be all real and personal property in
one fixed | ocation and not separated by 50 feet.

As regards the peril of wind or hail, the term "loss
occurrence" shall mean all |osses occasioned by tornadoes,
cycl ones, wi ndstornms, hurricanes, or hail stones arising from
t he sane at nospheric di sturbance and occurring during any
conti nuous period of not |ess than 48 hours.

(3) Whenever the conpany's financial condition is such
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that the further assunption of risks mght be hazardous to
policyholders, the Director of Insurance may order the
conpany to take one or nore of the follow ng steps:
(a) To reduce the | oss exposure by reinsurance;
(b) To reduce the volune of business being witten
or renewed;
(c) To suspend the witing of new business;
(d) To suspend the witing of both new and renewal
busi ness;
(e) To levy a special assessnent of policyhol ders;
(f) To reduce general or acquisition expenses by
speci fi ed net hods.
(4) \Wenever the Director determnes that a farm nutual
i nsurance conpany is insolvent he shall order the farm nutual
i nsurance conpany to levy a special assessnent within 30 days
of receipt of such order. If the insolvency is not corrected
within 90 days of the mailing of such assessnent, the conpany

shal | be subject to liquidation pursuant to the Interstate

Compact Uni form Recei vership Law Artiecle-Xttt-of-the-tllinois

} nsur anee- Code.

(Source: P.A 88-364.)

(215 ILCS 120/ 14) (fromCh. 73, par. 1264)

Sec. 14. Menbership requirenent. Any conpany which, on or
after Decenber 31, 1988, fails to maintain a m nimum of 100
menbers shall be subject to Iliquidation pursuant to the

Interstate Conpact Uniform Receivership Law Artiele-Xtt1-of

the-tHinoi s-1 asur anece- Code.

(Source: P.A 84-1431.)

Section 1207. The Heal th Mintenance Organi zation Act is

anended by changi ng Sections 5-3, 5-6, and 6-8 as foll ows:

(215 ILCS 125/5-3) (from Ch. 111 1/2, par. 1411.2)
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Sec. 5-3. Insurance Code provisions.

(a) Health Maintenance Organi zations shall be subject to
the provisions of Sections 133, 134, 137, 140, 141.1, 141.2,
141. 3, 143, 143c, 147, 148, 149, 151, 152, 153, 154, 154.5,
154.6, 154.7, 154.8, 155.04, 355.2, 356m 356v, 356w, 356X,
356y, 367i, 368a, 401, 401.1, 402, 403, 403A, 408, 408. 2,
409, 412, 444, and 444.1, paragraph (c) of subsection (2) of
Section 367, and Articles Il1A VIII 1/2, XIl, XII 1/2, Xtit;
XbHE-1/2; XXV, and XXVI of the Illinois Insurance Code.

(a-5) Health nmintenance organi zations are subject to

the Interstate Conpact Uniform Receivership Law

(b) For purposes of the Illinois Insurance Code, except
for Sections 444 and 444.1 and-Artieles-Xttt--and--XtHE--1/2,
Heal th Mai ntenance Organi zations in the foll owi ng categories
are deened to be "donmestic conpanies":

(1) a corporation authorized under the Dent al

Service Plan Act or the Voluntary Health Services Pl ans

Act ;

(2) a corporation organized under the laws of this

State; or

(3) a corporation organized under the |laws of
another state, 30%or nore of the enrollees of which are
residents of this State, except a corporation subject to
substantially the same requirenments in its state of
organi zation as is a "donestic conpany"” under Article

VIIlI 1/2 of the Illinois Insurance Code.

(c) In considering the nerger, consolidation, or other
acqui sition of control of a Health Mintenance O ganization
pursuant to Article VIIl 1/2 of the Illinois Insurance Code,

(1) the Director shall give primary consideration
to the continuation of benefits to enrollees and the
financial conditions of the acquired Health Mintenance

Organi zation after the nerger, consolidation, or other

acquisition of control takes effect;
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(2)(i) the criteria specified in subsection (1)(b)
of Section 131.8 of the Illinois Insurance Code shall not
apply and (ii) the Director, in making his determ nation
with respect to the nerger, consolidation, or other
acquisition of control, need not take into account the
effect on conpetition of the nerger, consolidation, or
ot her acquisition of control;

(3) the Director shall have the power to require
the follow ng information:

(A) certification by an independent actuary of
t he adequacy of the reserves of the Health
Mai nt enance Organi zati on sought to be acquired;

(B) pro forma financial statenments reflecting
t he conbi ned bal ance sheets of the acquiring conpany
and the Heal th Mai ntenance Organi zati on sought to be
acquired as of the end of the preceding year and as
of a date 90 days prior to the acquisition, as well
as pro forma financial statenments reflecting
proj ected conbined operation for a period of 2
years;

(O a pro forma business plan detailing an
acquiring party's plans wth respect to t he
operation of the Health Mintenance O ganization
sought to be acquired for a period of not |less than
3 years; and

(D) such other information as the Director
shal |l require.

(d) The provisions of Article VIII 1/2 of the Illinois
| nsurance Code and this Section 5-3 shall apply to the sale
by any heal th mai nt enance organi zati on of greater than 10% of
its enrollee population (including without I|imtation the
heal th rmai ntenance organi zation's right, title, and interest
in and to its health care certificates).

(e) In considering any managenent contract or service
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agreenent subject to Section 141.1 of the Illinois Insurance
Code, the Director (i) shall, in addition to the criteria
specified in Section 141.2 of the Illinois |Insurance Code,

take into account the effect of the nmanagenent contract or
service agr eenment on the continuation of Dbenefits to
enrollees and the financial condition of t he heal th
mai nt enance organi zation to be managed or serviced, and (ii)
need not take into account the effect of the nmanagenent
contract or service agreenent on conpetition.

(f) Except for small enployer groups as defined in the
Smal | Enpl oyer Rating, Renewability and Portability Health
| nsurance Act and except for nedicare suppl ement policies as
defined in Section 363 of the Illinois Insurance Code, a
Heal th Mai ntenance Organi zati on nmay by contract agree with a
group or other enrollnment unit to effect refunds or charge
addi tional prem unms under the followng terns and conditions:

(1) the amunt of, and other ternms and conditions
with respect to, the refund or additional prem umare set
forth in the group or enrollnment unit contract agreed in
advance of the period for which a refund is to be paid or
additional premum is to be charged (which period shal
not be | ess than one year); and

(i) the amount of the refund or additional prem um
shall not exceed 20% of t he Heal t h Mai nt enance

Organi zation's profitable or unprofitable experience with

respect to the group or other enrollnent unit for the

period (and, for purposes of a refund or additional
premum the profitable or unprofitable experience shal
be cal cul ated taking into account a pro rata share of the

Heal th Mai ntenance Organization's admnistrative and

mar keti ng expenses, but shall not include any refund to

be made or additional premumto be paid pursuant to this
subsection (f)). The Health Mii ntenance O ganization and

the group or enrollnment wunit may agree t hat t he
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profitable or unprofitable experience may be cal cul ated

taking into account the refund period and the imedi ately

preceding 2 plan years.

The Health Mintenance Organization shall include a
statenent in the evidence of coverage issued to each enrollee
describing the possibility of a refund or additional prem um
and upon request of any group or enrollnment unit, provide to
the group or enrollnment unit a description of the nethod used
to calculate (1) the Health WMintenance O ganization's
profitabl e experience with respect to the group or enroll nent
unit and the resulting refund to the group or enrollnment unit
or (2) the Health Maintenance Oganization's unprofitable
experience wth respect to the group or enrollnment unit and
the resulting additional premumto be paid by the group or
enrol | ment unit.

I'n no event shall the Illinois Health Mintenance

Organi zation Guaranty Association be liable to pay any
contractual obligation of an insolvent organization to pay
any refund authorized under this Section.
(Source: P.A  90-25, eff. 1-1-98; 90-177, eff. 7-23-97
90-372, eff. 7-1-98; 90-583, eff. 5-29-98; 90-655, eff.
7-30-98; 90-741, eff. 1-1-99; 91-357, eff. 7-29-99; 91-406,
eff. 1-1-00; 91-549, eff. 8-14-99; 91-605, eff. 12-14-99;
91-788, eff. 6-9-00.)

(215 I'LCS 125/5-6) (from Ch. 111 1/2, par. 1414)

Sec. 5-6. Supervision of rehabilitation, Iiquidation or
conservation by the D rector.

(a) For purposes of the rehabilitation, |iquidation or
conservation of a health maintenance organization, t he
operation of a health maintenance organization in this State
constitutes a formof insurance protection which should be
governed by the sane provisions governing the rehabilitation,

liquidation or conservation of insurance conpanies. Any
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rehabilitation, liquidation or conservation of a Health
Mai nt enance Organi zation shall be based upon the grounds set
forth in and subject to the provisions of the laws of this
State r egar di ng t he rehabilitation, I i qui dati on, or
conservation of an insurance conpany and shall be conducted
under the supervision of the Director. Insolvency, as a
ground for rehabilitation, |iquidation, or conservation of a
Heal t h Mai nt enance Organi zation, shall be recognized when a
Heal t h Mai nt enance Organi zati on cannot be expected to satisfy
its financial obligations when such obligations are to becone
due or when the Health Mii ntenance Organi zation has negl ected
to correct wthin the time prescribed by subsection (c) of
Section 2-4, a deficiency occurring due to such
organi zation's prescribed mninmum net worth or speci al
conti ngent reserve bei ng i npai r ed. For pur pose of
determining the priority of distribution of general assets,
claims of enrollees and enrollees' beneficiaries shall have
the sane priority as established by Section 205 of the
II'linois Insurance Code for policyhol ders and beneficiaries
of insureds of insurance conpanies. |If an enrollee is |iable
to any provider for services provided pursuant to and covered
by the health care plan, that liability shall have the status
of an enrollee claimfor distribution of general assets.

Any provider who is obligated by statute or agreenment to
hold enrollees harmess fromliability for services provided
pursuant to and covered by a health care plan shall have a
priority of distribution of the general assets inmmediately
follow ng that of enrollees and enrollees' beneficiaries as
described herein, and inmmediately preceding the priority of

distribution described in the Interstate Conpact Uniform

Recei vership Law paragraph-{e)-of-subseettion-{1)-of-Seetton

205-of -t he-tHl i not s- 1 nsur anece- Code.

(b) For purposes of the Interstate Conpact Uniform

Recei vership Law Artieles-Xttt-and-Xt+t-1/2-0f--the--ttlinois
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} nsur anee- - Code, organizations in the follow ng categories
shal |l be deened to be a "donestic conpany” and a "domciliary
conpany":

(i) a corporation authorized under the Dent al

Service Plan Act or the Voluntary Health Services Pl ans

Act ;

(ii) a corporation organi zed under the laws of this

State; or

(ti1) a corporation organized under the Ilaws of
anot her state, 20% or nore of the enrollees of which are
residents of this State, except where such a corporation

IS, in its state of i ncorporation, subject to

rehabilitation, liquidation and conservation wunder the

laws relating to i nsurance conpani es.

(c) In t he event of the insolvency of a health
mai nt enance organi zation, no enrollee of such organization
shall be liable to any provider for nedical services rendered
by such provider, except for applicable co-paynents or
deductibles for covered services or fees for services not
covered by the health mai ntenance organi zation, wth respect
to the anmounts such provider is not paid by the Association
pursuant to the provisions of Section 6-8 (8)(b) and (c). No
provi der, whether or not the provider is obligated by statute
or agreenent to hold enrollees harmess fromliability, shal
seek to recover any such amount fromany enrollee wuntil the
Association has made a final determnation of its liability
(or the resolution of any dispute or |litigation resulting
therefron) wth respect to the matters specified in such
provisions. 1In the event that the provider seeks to recover
such amounts before the Association's final determ nation of
its liability (or the resolution of any dispute or litigation
resulting therefron), the provider shall be liable for al
reasonable costs and attorney fees incurred by the D rector

or the Association in enforcing this provision or any court
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orders rel ated hereto.
(Source: P.A 89-206, eff. 7-21-95; 90-177, eff. 7-23-97;
90-372, eff. 7-1-98; 90-655, eff. 7-30-98.)

(215 ILCS 125/6-8) (from Ch. 111 1/2, par. 1418.8)

Sec. 6-8. Powers and duties of the Association. In
addition to the powers and duties enunerated in other
Sections of this Article, the Association shall have the
powers set forth in this Section.

(1) If a donestic or gani zati on IS an i npai red
organi zation, the Association nmay, subject to any conditions
i nposed by the Association other than those which inpair the
contractual obligations of the inpaired organization, and
approved by the inpaired organization and the D rector:

(a) guarantee or reinsure, or cause to be
guaranteed, assuned or reinsured, any or all of the
covered health care plan certificates of covered persons
of the inpaired organi zation;

(b) provide such noni es, pl edges, not es,
guarantees, or other neans as are proper to effectuate
paragraph (a), and assure paynent of the contractual
obligations of the inpaired organization pending action
under paragraph (a); and

(c) loan noney to the inpaired organi zation.

(2) If a donestic, foreign, or alien organization is an
i nsol vent organi zation, the Association shall, subject to the
approval of the Director:

(a) guarantee, assunme, indemify or reinsure or
cause to be guaranteed, assuned, indemnified or reinsured
the covered health care plan benefits of covered persons
of the insolvent organi zation; however, in the event that
the Director of the Departnment of Public Ad assigns
individuals that are recipients of public aid from an

i nsol vent organization to another organization, t he
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Director of the Departnment of Public Aid shall, before

fixing the rates to be paid by the Departnent of Public

Ald to the transferee organization on account of such

i ndividuals, consult with the Director of the Departnment

of Insurance as to the reasonabl eness of such rates in

light of the health care needs of such individuals and
the costs of providing health care services to such

i ndi vi dual s;

(b) assure paynent of the contractual obligations
of the insolvent organization to covered persons;

(c) make paynents to providers of health care, or
indemmity paynments to covered persons, so as to assure
the continued paynent of benefits substantially simlar
to those provided for wunder covered health care plan
certificate issued by the insolvent organization to
covered persons; and

(d) provide such noni es, pl edges, not es,
guaranties, or other nmeans as are reasonably necessary to
di scharge such duti es.

Thi s subsection (2) shall not apply when the Director has
determned that the foreign or alien organi zation's
domciliary jurisdiction or state of entry provides, 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) 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 organization's business by
reason of any action taken or any failure to take any action
by the inpaired or insolvent organization at any tine.

(4) If the Association fails to act within a reasonable

period of tinme as provided in subsection (2) of this Section
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with respect to an insolvent organization, the D rector shal
have the powers and duties of the Association under this
Article with regard to such insolvent organization.

(5) The Association or its designated representatives
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
cont ract ual obl i gati ons of any inpaired or insolvent
or gani zati on.

(6) 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 health care plan
certificates of the inpaired or insolvent organization and
the determ nation of t he cover ed heal t h care pl an
certificates and contractual obligations.

(7) (a) Any person receiving benefits under this Article
is deened to have assigned the rights under the covered
health care plan certificates to the Association to the
extent of the benefits received because of this Article
whet her the benefits are paynents of contractual obligations
or continuation of coverage. The Association may require an
assignment to it of such rights by any payee, enrollee or
beneficiary 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 organization and agai nst
any other party who may be liable to such payee, enrollee or
beneficiary.

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

(8) (a) The contractual obligations of the insolvent
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organi zation for which the Association becones or may becone
liable are as great as but no greater than the contractual
obligations of the insolvent organization would have been in
t he absence of an insolvency unless such obligations are
reduced as permtted by subsection (3), but the aggregate
liability of the Association shall not exceed $300,000 wth
respect to any one natural person.

(b) Furthernore, the Association shall not be required
to pay, and shall have no liability to, any provider of
health care services to an enroll ee:

(1) if such provider, or his or its affiliates or
menbers of his imediate famly, at any tine wthin the
one year prior to the date of the issuance of the first
order, by a court of conpet ent jurisdiction, of
conservation, rehabilitation or |iquidation pertaining to
t he heal th mai nt enance organi zati on:

(A) was a securityholder of such organization
(but excluding any securityhol der holding an equity
interest of 5% or |ess);

(B) exercised control over the organization by
means such as serving as an officer or director,
t hrough a nmanagenent agreenent or as a principa
menber of a not-for-profit organization;

(C© had a representative serving by virtue or
his or her official position as a representative of
such provider on the board of any entity which
exercised control over the organization;

(D) received provider paynents made by such
organi zation pursuant to a contract which was not a
product of arms-|ength bargaining; or

(E) received distributions other than for
physi ci an servi ces from a not-for-profit
organi zati on on account of such provider's status as

a nmenber of such organization.
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For purposes of this subparagraph (i), the terns
"affiliate,” "person,” "control" and "securityholder”
shal | have the neanings ascribed to such terns in Section
131.1 of the Illinois Insurance Code; or

(ti) if and to the extent such a provider has
agreed by contract not to seek paynent fromthe enrollee
for services provided to such enrollee or if, and to the
extent, as a matter of |aw such provider may not seek
paynment fromthe enrollee for services provided to such
enrol | ee.

(c) In no event shall the Association be required to pay
any provider participating in the insolvent organization any
anount for in-plan services rendered by such provider prior
to the insolvency of the organization in excess of (1) the
anount provided by a capitation contract between a physician
provi der and the insolvent organization for such services; or
(2) the anbunts provided by contract between a hospital
provider and the Departnment of Public Ad for simlar
services to recipients of public aid; or (3) in the event
neither (1) nor (2) above is applicable, then the anounts
paid wunder the Medicare area prevailing rate for the area
where the services were provided, or if no such rate exists
wth respect to such services, then 80% of the usual and
customary rates established by t he Heal t h | nsur ance
Association of Anmerica. The paynents required to be nmade by
t he Association under this Section shall constitute full and
conpl ete paynent for such provider services to the enrollee.

(d) The Association shall not be required to pay nore
t han an aggregate of $300,000 for any organization which is
declared to be insolvent prior to July 1, 1987, and such
funds shall be distributed first to enrollees who are not
public aid recipients pursuant to a plan recomended by the
Associ ation and approved by the Director and the court having

jurisdiction over the |iquidation.
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(9) 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
assessnments under Section 6-9. The Association shall not
be liable for punitive or exenplary danmages.

(c) Borrow noney to effect the purposes of this
Article. Any notes or other evidence of indebtedness of
the Association not in default are |legal investnents for
donestic organizations and my be carried as admtted
assets.

(d) Enploy or retain such persons as are necessary
to handle the financial transactions of the Association,
and to perform such other functions as becone necessary
or proper under this Article.

(e) Negotiate and contract wth any liquidator,
rehabilitator, conservator, or ancillary receiver to
carry out the powers and duties of the Association.

(f) Take such legal action as nay be necessary to
avoi d paynment of inproper clains.

(g) Exercise, for the purposes of this Article and
to the extent approved by the Director, the powers of a
donesti c organi zation, but in no case may the Association
i ssue evidence of coverage other than that issued to
performthe contractual obligations of the inpaired or
i nsol vent organi zati on.

(h) Exercise all the rights of the D rector under

the Interstate Conpact Uniform Receivership Law Seetion

193(4)--of--the--t}lttnots--1nsuranece-Code Wth respect to
covered health care pl an certificates after t he
associ ati on becones obligated by statute.

(10) The obligations of the Association under this
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Article shall not relieve any reinsurer, insurer or other
person of its obligations to the insolvent organization (or
its conservator, rehabilitator, liquidator or simlar
official) or its enrollees, including without limtation any
reinsurer, insurer or other person |iable to the insolvent
insurer (or its conservator, rehabilitator, |liquidator or
simlar official) or its enrollees wunder any contract of
rei nsurance, any contract providing stop |oss coverage or
simlar coverage or any health care contract. Wth respect to
cover ed heal t h care plan certificates for which the
Associ ati on becones obligated after an entry of an order of
liquidation or rehabilitation, the Association may elect to
succeed to the rights of the insolvent organization arising
after the date of the order of liquidation or rehabilitation
under any contract of reinsurance, any contract providing
stop loss <coverage or simlar coverages or any health care
service contract to which the insolvent organization was a
party, on the terns set forth under such contract, to the
extent that such contract provides coverage for health care
services provided after the date of the order of |iquidation
or rehabilitation. As a condition to making this election,
the Association nust pay premuns for coverage relating to
periods after the date of the order of [Iiquidation or
rehabilitation.

(11) The Association shall be entitled to collect
prem uns due under or with respect to covered health care
certificates for a period from the date on which the
donmestic, foreign, or alien organization becane an insol vent
organi zation until the Association no |onger has obligations
under subsection (2) of this Section with respect to such
certificates. The Association's obligations under subsection
(2) of this Section with respect to any covered health care
plan certificates shall termnate in the event that all such

prem uns due under or with respect to such covered health
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care plan certificates are not paid to the Association (i)
wi thin 30 days of the Association's demand therefor, or (ii)
in the event that such certificates provide for a |onger
grace period for paynent of premuns after notice of
non- paynent or demand therefor, within the | esser of (A the
period provided for in such certificates or (B) 60 days.

(Source: P.A 90-655, eff. 7-30-98.)

Section 1208. The Limted Health Service O ganization

Act is anmended by changi ng Sections 4003 and 4006 as foll ows:

(215 I1LCS 130/4003) (from Ch. 73, par. 1504-3)

Sec. 4003. Illinois Insurance Code provisions.

(a) Limted heal t h service organizations shall be
subject to the provisions of Sections 133, 134, 137, 140,
141.1, 141.2, 141.3, 143, 143c, 147, 148, 149, 151, 152, 153,
154, 154.5, 154.6, 154.7, 154.8, 155.04, 355.2, 356v, 368a,
401, 401.1, 402, 403, 403A, 408, 408.2, 409, 412, 444, and
444.1 and Articles 1IA VI 1/2, XIl, XII 1/2, Xtib;-XEd
1/2; XXV, and XXVI of the [Illinois Insurance Code. For
purposes of the Illinois Insurance Code, except for Sections
444 and 444.1 and-Artieles-Xttt-and-XbHE1-1/2, limted health
service organizations in the follow ng categories are deened
to be donestic conpani es:

(1) a corporation under the laws of this State; or

(2) a corporation organized under the Ilaws of
anot her state, 30% of nore of the enrollees of which are
residents of this State, except a corporation subject to
substantially the sanme requirenents in its state of

organi zation as is a donmestic conmpany under Article VIII

1/2 of the Illinois Insurance Code.

(b) Limted health service organi zations are subject to

the Interstate Conpact Uniform Receivership Law

(Source: P.A 90-25, eff. 1-1-98; 90-583, eff. 5-29-98;
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90-655, eff. 7-30-98; 91-549, eff. 8-14-99: 91-605, eff.
12-14-99; 91-788, eff. 6-9-00.)

(215 I1LCS 130/4006) (from Ch. 73, par. 1504-6)

Sec. 4006. Supervision of rehabilitation, |iquidation or
conservation by the Director.

(a) For purposes of the rehabilitation, |[|iquidation or
conservation of a limted health service organization, the
operation of a limted health service organization in this
State constitutes a formof insurance protection which should
be gover ned by t he same provi si ons governing the
rehabilitation, liquidation or conservation of insurance
conpanies. Any rehabilitation, liquidation or conservation
of alimted health service organization shall be based upon

the grounds set forth in and subject to the provisions of the

laws of this State regarding the rehabilitation, 1iquidation
or conservation of an insurance conpany and shall be
conduct ed under the supervision of the Director. Insolvency,
as a ground for rehabilitation, liquidation or conservation

of alimted health service organization, shall be recognized
when a limted health service organi zati on cannot be expected
to satisfy its financial obligations when such obligations
are to beconme due or when the limted health service
organi zation has neglected to <correct, wthin the tinme
prescribed by subsection (c) of Section 2004, a deficiency
occurring due to such organization's prescribed m ni mum net
worth being inpaired. For purpose of determning t he
priority of distribution of general assets, <clainms of
enrol |l ees and enroll ees' beneficiaries shall have the sane

priority as established by the Interstate Conpact Uniform

Recei vership Law Seeti on-205-0f -the-t}}inot s-1 nsuranee- - Code,

for policyholders and beneficiaries of insureds of insurance
conpanies. |If an enrollee is liable to any provider for

services provided pursuant to and covered by the limted
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health care plan, that liability shall have the status of an
enrollee claimfor distribution of general assets.

Any provider who is obligated by statute or agreenent to
hold enroll ees harmess fromliability for services provided
pursuant to and covered by a limted health care plan shal
have a priority of distribution of the general assets
imediately followwing that of enrollees and enrol | ees
beneficiaries as described herein, and i medi ately precedi ng

the priority of distribution described in the Interstate

Conpact  Uni form Recei vershi p Law par agraph-{e)-of -subsecti on

(1) -of - Seett on- 205-of -t he-t i not s- | nsur anee- Code.

(b) For purposes of the Interstate Conpact Uniform

Recei vership Law Artieles-Xttt-and-Xt+t-1/2-0f--the--ttlinois

} nsur anee- - Code, organizations in the follow ng categories
shal |l be deened to be a donestic conpany and a domciliary
conpany:
(1) a corporation organized under the laws of this
State; or
(2) a corporation organized under the Ilaws of
anot her state, 20%or nore the enrollees of which are
residents of this State, except where such a corporation
is, in its state of i ncor porati on, subj ect to
rehabilitation, liquidation and conservation under the
laws relating to insurance conpani es.

(Source: P.A 89-206, eff. 7-21-95.)

Section 1209. The Voluntary Health Services Plans Act is

anended by changi ng Section 23 as foll ows:

(215 ILCS 165/23) (from Ch. 32, par. 617)

Sec. 23. To the extent that the sane are applicable and
not inconsistent wth the provisions of this Act, al
proceedi ngs for the rehabilitation, |iquidation, conservation

or dissolution of health services plan corporations shall be
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subject to the provisions of the Interstate Conpact Uniform

Recei vership Law Artiecle--Xttt--of--the-“ttlinots-Insurance

Code" ; - appr oved- June- 29; - 1937; - as- anended.
(Source: Laws 1951, p. 569.)

Chapter 13. Effective Date.

Section 1301. Effective date. This Act takes effect on
t he |ater of January 1, 2002 or, notwithstanding the
provi sions of Section (3) of Article VI of the Interstate
| nsurance Receivership Conpact, the date on which provisions
substantially identical to the provisions of this Act are
adopted by all of the other states that currently are nenbers

of the Interstate |Insurance Receivership Conpact.
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New Act

215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 I LCS
215 I LCS
215 I LCS
215 I LCS
215 I LCS
215 I LCS
215 I LCS
215 I LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 I LCS
215 I LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
215 1 LCS
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St at utes anended in order of appearance

5/ 20

5/ 34

5/ 35A- 25
5/ 35A- 30
5/ 35A- 40
5/ 50

5/ 59. 2
5/ 60

5/ 83

5/ 107. 06a
5/ 107. 08
5/123C- 11
5/ 131. 25
5/ 141a
5/147.3
5/186.1
5/ 232

5/ 251
5/310.1
5/311.1
5/ 324

5/ 327

5/ 331

5/ 345

5/ 347

5/ 451

5/ 545

5/ 552

5/ 1108

S5/Art. X1l
S5/Art. X1

from Ch.
from Ch.

from Ch.

from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.

from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.

1/ 2 rep.

73,
73,

73,

73,
73,
73,
73,
73,
73,
73,

73,
73,
73,
73,
73,
73,
73,
73,
73,
73,
73,
73,
73,
73,

par .

par .

par .

par.
par.
par.
par.
par.
par.

par .

par.
par.
par.
par.
par.
par.
par.
par.
par.
par.
par.
par.
par.

par .

632
646

662

672

695
719. 06a
719. 08
735C 11
743. 25
753a

798.1
844

863
922.1
923.1
936

939

943

957

959

1063
1065. 95
1065. 102
1065. 808
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215
215
215
215
215
215
215
215
215
215
215

I LCS
I LCS
I LCS
I LCS
I LCS
I LCS
I LCS
I LCS
I LCS
I LCS
I LCS

100/ 55
107/ 25
110/ 38
120/ 10
120/ 14
125/ 5-3
125/ 5-6
125/ 6-8
130/ 4003
130/ 4006
165/ 23

-199-

from Ch.

from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.
from Ch.

73,

32,
73,
73,
111
111
111
73,
73,
32,

LRB9200955JSpc
par. 1655
par. 690. 38
par. 1260
par. 1264
1/2, par. 1411.2
1/2, par. 1414
1/2, par. 1418.8
par. 1504-3
par. 1504-6

par .
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