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AN ACT concerning disclosure of <certain information

relating to insurance conpanies.

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

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by
changing Sections 35A-50, 107.12, 131.22, 132.5, 136, 141.4,
186.1, 188.1, 191, 223, 401.5, 404, 500-85, and 511.109 as

foll ows:

(215 I LCS 5/ 35A-50)

Sec. 35A- 50. Confidentiality and prohi bition on
announcenent s.

(a)(1) Al RBC Reports, to the extent the information
thereinis not required to be set forth in a publicly
avai | abl e annual statenment schedule, and RBC Pl ans, including
the results or report of any exam nation or analysis of an
insurer perfornmed under this Article and any Corrective O der
issued by the Director pursuant to the examnation or
analysis, with respect to any donestic insurer or foreign

insurer that are in the possession or control of the Director

shal | be confidenti al by law and privileged, shall not be

subject to the Freedom of Information Act, shall not be

subj ect to subpoena, and shall not be subject to discovery or

adm ssion into evidence in any private civil action. However,

the Director is authorized to use the docunents, nmaterials,

or other information in the furtherance of any requlatory or

legal action brought as a part of the Director's official

duties fited-with-the-Director--constitute--informtton--that
ft ght - - be- - danagt ng--to--the-t nsurer-tf-ade-avat table-to-tts
conpetit ors-and-shall - be-kept-conftdential-by--the--brrector-
This--tnforpation--shall--not - be- made- publt €- oF - be-subj eet-to

subpeena; - ot her - t han- by-t he- br rect or - and-t hen--only--for--the
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pur pese- - of - - enf or eenent - - act t ons- t aken- by- t he- bt r ect or - under
t hi s- Code- or - ot her - pr ovi st ons- of -t he- i nsur anece- |t aws--of --thi s
St at e.

(2) Neither t he Director nor any person_ who

recei ved docunents, materials, or other infornmation while

acting under the authority of the D rector shall be

permtted or required to testify in any private civil

action concerning any confidential docunments, naterials,

or information subject to paragraph (1).

(3) In order to assist in the perfornance of the

Director's duties, the Director:

(A may share docunents, nmaterials, or other

i nformati on, i ncl udi ng t he confidenti al and

privileged docunents, materials, or i nf ormati on

subject to paragraph (1), with other state, federal,

and international requl atory agencies, wth the

Nati onal Associ ation of | nsurance Conmm ssioners and

its affiliates or subsidiaries, and wth state,

f eder al | and i nt ernati onal | aw enf or cenent

authorities, provided that the recipient agrees to

mai ntain the confidentiality and privil eged status

of the docunent, material, or other information;

(B) nmay receive docunents, mat eri al s, or

information, including otherwise confidential and

privileged docunents, naterials, or infornmation,

from the Nat i onal Associ ati on of | nsur ance

Conmi ssioners and its affiliates or subsidi ari es and

fromreqgulatory and |law enforcenent officials of

other foreign or donestic jurisdictions, and shal

mai ntain as confidential or privileged any docunent,

material, or information received with notice or the

understanding that it is confidential or privil eged

under the laws of the jurisdiction that is the

source of the docunent, mmterial, or information;
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and

(©O may enter into agreenents governing the

sharing and use of information consistent with this

subsecti on.

(4) No waiver of any applicable privilege or claim

of confidentiality in the docunents, nmaterials, or

information shall occur as a result of disclosure to the

Director under this Section or as a result of sharing

aut hori zed in paragraph (3).

(b) It is the judgnent of the |egislature that the
conparison of an insurer's total adjusted capital to any of
its RBC levels is aregulatory tool that may indicate the
need for possible corrective action wth respect to the
i nsurer and not a nmeans to rank insurers generally.
Therefore, except as otherw se required under the provisions
of this Code, the disclosure, in any manner or form directly
or indirectly, of information containing an assertion,
representation, or statement regarding the RBC | evels of any
insurer or any conponent derived in the calculation of RBC
| evel s by any insurer, insurance producer, limted insurance
producer, broker, or other person engaged in any manner in
t he i nsurance busi ness woul d be m sl eading and i s prohibited.
In the event that a materially false statenment wth respect
to the conparison regarding an insurer's total adjusted
capital to any of its RBC levels or an inappropriate
conparison of any other anpunt to the insurer's RBC |levels is
published in any witten publication and the insurer is able
to denonstrate to the Director with substantial proof the
falsity of the statenent or the inappropriateness thereof,
t he insurer may publish an announcenent in a witten
publication if the sole purpose of the announcenent is to
rebut the materially fal se statenent.

(c) It is the further judgnent of the |egislature that

the RBC Instructions, RBC Reports, Adjusted RBC Reports, RBC
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Plans, and Revised RBC Plans are intended solely for use by
the Director in nonitoring the solvency of insurers and the
need for possible corrective action wth respect to insurers
and shall not be used by the D rector for ratemaking or
considered or introduced as evidence in any rate proceeding
or used by the Director to calculate or derive any elenents
of an appropriate premum level or rate of return for any
line of insurance that an insurer or an affiliate is
authorized to wite.

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

(215 I'LCS 5/107.12) (fromCh. 73, par. 719.12)

Sec. 107.12. The Director of Insurance may examne the
fi nanci al records of the Exchange, syndicates, Ilimted
syndi cat es, subscri bers and Exchange br okers.

Notwi t hstandi ng any contrary provision of this Code, the

Director may share docunents, naterials, or other information

created, produced, or obtained by or disclosed to the

Director or any other person in the course of any exam nation

with the Board, provided the Board agrees to naintain the

confidentiality of the documents, mat eri al s, or ot her

i nf or nati on. No wai ver of any applicable privilege or claim

of confidentiality shall occur as a result of the sharing of

docunents, materials, or other infornation pursuant to this

Secti on.

(Source: P.A 81-1047.)

(215 ILCS 5/131.22) (fromCh. 73, par. 743.22)

Sec. 131.22. Confidential treatnent. A}l--inforpatton;
docurnent s; - and- eopt es- t her eof - obt at ned- by- or - di sel osed-t o-t he
bt r ect of - - o - any- ot her - person-t+ -t he- eour se- of - an- exant nat t on
of - -t Avest t gat + on- - pade- - under - - - Seett on---131:-21---and---al}
tnforpati on--subnt tted- - under- - Seett ons-1341:-13- or-131: 20a- and

al l - personal - ft nanet al - st at enent - + nf or At + on- subni t t ed- - under
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Sectt on-131: 5- nust - be- gt ven- eonft dent t al - t r eat pent - and- t s- not
subj ect - - t 0- - subpoena- - and- - ray- - not - - be- - rade- - publ t €- by- t he
B rect or - or- any- - ot her- - person; --wthout--the--prior--witten
ceonsent - - of - -t he- - eonpany--to--whieh--tt--pertains-unless-the
Brrector;-after-giving-the-conpany--and--tts--afftliates--who
woul d- be- af f ect ed- t her eby- nott ee- and- opportunt ty-te- be- hear d;
det er nt nes- -t hat -t he-+ nt er est s- of - pol t eyhol der s; - shar ehol ders
of -t he-publie-witl-be-served-by-the--publication--thereof--in
whi eh- - event - - he- - may- publ t sh-al | - or - any- part -t hereof - i n- sueh
ranner - as- he- ray- deem appr opr i at e-

Net hi hg- cont at ned- i n-t hi s- Seett on--shall - - prevent- - or- - be
const rued- - as- - proht bttt ng- -t he- bt rect or - f r om di sel ost ng- sueh
tnformatt on-to-the-t nsurance- depart nent - of - any- ot her - st at e- or
county-or-to-law enforcenent-offietals-of-this-or--any--other
st at e- - or - - ageney- - of - t he- f eder al - gover npent - at - any-tt Ae- upon
the-witten-agreenent-of-the-enttty-reecetving-the-tnformation
to--hold--that--informatton--confidenttial--and--tn--a--nmanner
const stent - wt t h-t hi s- Code-

(1) Docunents, materials, or other information in

the possession or control of the Director that are

obtained by or disclosed to the Director or any other

person in the course of an exam nation or investigation

made pursuant to Section 131.21 and all i nformati on

reported pursuant to Section 131.21 shall be confidenti al

by law and privileqged, shall not be subject to the

Freedomof Information Act, shall not be subject to

subpoena, and shall not be subject to discovery or

admi ssion into evidence in any private civil action.

However, the Director is authorized to use the docunents,

materials, or other infornation in the furtherance of any

requlatory or legal action brought as a part of the

Director's official duties.

(2) Neither the Director nor any per son who

recei ved docunents, materials, or other infornmation while
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acting under the authority of the Director shall be

permtted or required to testify in any private civil

action concerning any confidential docunments, naterials,

or information subject to paragraph (1).

(3) In order to assist in the performance of the

Director's duties, the Director:

(A) may share docunents, materials, or other

i nformati on, i ncl udi ng t he confidenti al and

privil eged docunents, materials, or information

subject to paragraph (1), with other state, federal,

and international requl atory agencies, wth the

Nati onal Associ ati on of | nsurance Comm ssioners and

its affiliates or subsidiaries, and wth state,

f ederal , and i nt ernati onal | aw enf or cenent

authorities, provided that the recipient agrees to

mai ntain the confidentiality and privileged status

of the docunent, material, or other information;

(B) may recei ve docunents, materials, or

information, including otherwise confidential and

privileged docunents, naterials, or infornmation,

from the Nat i onal Associ ati on of | nsur ance

Conmi ssioners and its affiliates or subsidiari es and

from requlatory and law enforcenent officials of

other foreign or donestic jurisdictions, and shal

mai ntain as confidential or privileged any docunent,

material, or information received with notice or the

understanding that it is confidential or privil eged

under the laws of the jurisdiction that is the

source of the docunent, material, or information;

and

(C© nmay enter into agreenents governing the

sharing and use of information consistent with this

subsecti on.

(4) No waiver of any applicable privilege or claim
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of confidentiality in the docunents, nmaterials, or

information shall occur as a result of disclosure to the

Director under this Section or as a result of sharing

aut hori zed in paragraph (3).

(Source: P.A 88-364.)

(215 ILCS 5/132.5) (from Ch. 73, par. 744.5)

Sec. 132.5. Exam nation reports.

(a) Ceneral description. Al examnation reports shal
be conprised of only facts appearing upon the books, records,
or other docunents of the conpany, its agents, or other
persons exam ned or as ascertained fromthe testinony of its
officers, agents, or other persons exam ned concerning its
affairs and the conclusions and recomendations as the
exam ners find reasonably warranted fromthose facts.

(b) Filing of examnation report. No |later than 60 days
followng conpletion of the examnation, the examner in
charge shall file with the Departnent a verified witten
report of examnation wunder oath. Upon receipt of the
verified report, the Departnent shall transmt the report to
t he conpany exam ned, together with a notice that affords the
conpany exam ned a reasonabl e opportunity of not nore than 30
days to make a witten subm ssion or rebuttal wth respect to
any matters contained in the exam nation report.

(c) Adoption of the report on exam nation. Wthin 30
days of the end of +the period allowed for the receipt of
witten subm ssions or rebuttals, the Dorector shall fully
consider and review the report, together with any witten
subm ssions or rebuttals and any relevant portions of the
exam ners work papers and enter an order:

(1) Adopting the examnation report as filed or
with nodification or corrections. |If +the examnation
report reveals that the conpany is operating in violation

of any law, regulation, or prior order of the Director,
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the Director may order the conpany to take any action the

Director considers necessary and appropriate to cure the

vi ol ati on.

(2) Rejecting t he exam nation report wth
directions to the exam ners to reopen the exam nation for
pur poses of obtaining additional data, docunentation, or
information and refiling under subsection (b).

(3) Calling for an investigatory hearing with no
| ess than 20 days notice to the conpany for purposes of
obtaining additional docunentation, data, information,
and testinony.

(d) Oder and procedures. Al orders entered under
paragraph (1) of subsection (c) shall be acconpanied by
findi ngs and conclusions resulting from the Drector's
consi deration and review of the exam nation report, relevant
exam ner wor k papers, and any witten subm ssions or
rebuttals. The or der shal | be consi dered a final
admnistrative decision and nay be appealed in accordance
with the Adm nistrative Review Law. The order shall be served
upon the conpany by certified mail, together wwth a copy of
the adopted examnation report. Wthin 30 days of the
i ssuance of the adopted report, the conpany shall file
affidavits executed by each of its directors stating under
oath that they have received a copy of the adopted report and
rel ated orders.

Any hearing conducted under paragraph (3) of subsection
(c) by the Director or an authorized representative shall be
conducted as a nonadversarial confidential investigatory
pr oceedi ng as necessary for t he resolution of any
i nconsi stenci es, discrepancies, or disputed issues apparent
upon the face of the filed exam nation report or raised by or
as aresult of the Director's review of rel evant work papers
or by the witten subm ssion or rebuttal of the conpany.

Wthin 20 days of the conclusion of any hearing, the D rector
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shall enter an order under paragraph (1) of subsection (c).

The Director shall not appoint an examner as an
aut hori zed representative to conduct the hearing. The hearing
shal | proceed expeditiously with discovery by the conpany
limted to t he examner's work papers that tend to
substantiate any assertions set forth in any witten
subm ssion or rebuttal. The Director or his representative
may i ssue subpoenas for the attendance of any w tnesses or
the production of any docunents deened relevant to the
i nvestigation, whether under the control of the Departnent,
the conpany, or other persons. The docunents produced shal
be included in the record, and testinony taken by the
Director or his representative shall be wunder oath and
preserved for the record. Nothing contained in this Section
shall require the Departnent to disclose any information or
records that would indicate or show the existence or content
of any investigation or activity of a crimnal justice
agency.

The hearing shall proceed with the Dorector or his
representative posing questions to the persons subpoenaed.
Thereafter the conpany and the Departnent may pr esent
testinmony relevant to the investigation. Cross-exam nation
shall be conduct ed only by t he Director or hi s
representative. The conpany and the Departnent shall be
permtted to make closing statenents and may be represented
by counsel of their choice.

(e) Publication and use. Upon the adoption of the
exam nation report under paragraph (1) of subsection (c), the
Director shall <continue to hold the cont ent of t he
exam nation report as private and confidential information
for a period of 35 days, except to the extent provided in
subsection (b). Thereafter, the Director may open the report
for public inspection so long as no court of conpetent

jurisdiction has stayed its publication.
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Not hing contained in this Code shall prevent or be
construed as prohibiting the Director from disclosing the
content of an examnation report, prelimnary exam nation
report or results, or any matter relating thereto, to the
i nsurance departnent of any other state or country or to | aw
enforcenent officials of this or any other state or agency of
the federal governnment at any tine, so |long as the agency or
office receiving the report or matters relating thereto
agrees in witing to hold it confidential and in a manner
consistent wth this Code.

In the event the Director determnes that regul atory
action is appropriate as a result of any exam nation, he may
initiate any proceedings or actions as provided by |aw

(f) Privilege for and confidentiality of ancillary

information. (1)(A) Except as provided in subsection (e) and

in this subsecti on, docunent s, mat eri al s, or other

information including, but not Jlimted to, all working

papers, recorded-tnforration;-docunents; and copies thereof,
created, produced, or by; obtained by; or disclosed to the

Director or any other person in the course of any exam nation

or in the course of analysis by the Director of the financial

condition or nmarket conduct of a conpany shal | be

confidenti al by law and privileged, shall not be subject to

the Freedomof Information Act, shall not be subject to

subpoena, and shall not be subject to di scovery or adnm ssion

into evidence in any private civil action. nust--be--given

conftdenttal--treatrent; - are- not - subj ect -t o- subpeoena; - and- ray
net - be- made- publ t €- by-t he-- b reet or - - of - - any- - ot her - - persons;
exeept--to--the-extent-provided-tn-subseetton-{e):-Aececess- ray
al se-be-granted-to--the--Nattonal --Assoctatton--of--}nnsurance
Conmt sst oners- - - Those- - partt es--nust--agree-tn-witi ng-before
Fecetving--the--tnformtion--to--provide--to--it---the---sane
conftdential--treat nent--as--requtred-by-thts-Seetton;-untess

the-prior-witten-consent-of -t he-conpany-to-whieh-it-pertains
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has- been-obtained- The Director is authorized to use the

docunents, materials, or other information in the furtherance

of any requlatory or |legal action brought as part of the

Director's official duties.

(B) Docunent s, mat eri al s, or ot her i nf ornati on,

including, but not limted to, all worki ng papers, and copies

t her eof |, in the possession or control of the National

Associ ati on of I nsurance Conmm ssioners and its affiliates and

subsi di ari es shall be confidenti al by law and privil eged,

shall not be subject to subpoena, and shall not be subject to

di scovery or adnission into evidence in any private civil

action, if they are:

(i) created, produced, or obtained by or disclosed

to the National Association of |Insurance Conm SSi oners

and its affiliates and subsidiaries in the course of the

Nati onal Association of |Insurance Conmni ssioners and its

affiliates and subsidi ari es assi sting an exani nati on nmade

under this Code, or assisting a commissioner in the

analysis of the financial condition or nmarket conduct of

a _conmpany, or

(ii) disclosed to the National Association of

| nsur ance Conmi ssi oner s and its affiliates and

subsi di ari es under paragraph (3) of this subsection by a

conm SSi oner.

(© For t he pur poses of paragraph (1)(B), "Code"

i ncludes the | aw of another state or jurisdiction that is

substantially simlar to this Code.

(2) Neither the Director nor any person who received the

docunents, material, or other infornmation while acting under

the authority of the Director, including the Nat i onal

Associ ati on of I nsurance Conmm ssioners and its affiliates and

subsidi aries, shall be perntted to testify in any private

civil action concerni ng any confidenti al docunent s,

materials, or informati on subject to paragraph (1).
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(3) In order to assist in the performance of the

Director's duties, the Director:

(A  may shar e docunent s, mat eri al s, or ot her

i nformati on, i ncl udi ng the confidenti al and privil eged

docunents, nmaterials, or information subject to paraqgraph

(1), wth other state, federal, and international regulatory

agencies, wth the National Associ ati on of | nsur ance

Commissioners and its affiliates and subsidiaries, and with

st at e, f eder al | and i nt ernati onal | aw enf or cenent

aut horities, provided that the recipient agrees to maintain

the confidentiality and privileged status of the docunent,

material, or other information;

(B) nmay receive docunents, materials, or information,

i ncluding otherwise confidential and privileged docunents,

mat eri al s, or infornation, fromthe National Association of

| nsurance Commi ssioners and its affiliates and subsidiaries

and from requlatory and |aw enforcenent officials of other

foreign or donestic jurisdictions, and shall mai ntain as

confidenti al or privileged any docunent, material, or

infornation received with notice or the understanding that it

is confidential or privileged under the |aws of t he

jurisdiction that is the source of the docunent, material, or

i nformati on; and

(O nmay enter into agreenents governi ng sharing and use

of information consistent with this subsecti on.

(4) No waiver of any applicable privilege or <claim of

confidentiality in the docunents, materials, or infornmation

shall occur as a result of disclosure to the Director under

this Section or as result of sharing as authorized in

par agr aph (3).

(5) A privilege established under the law of any state

or jurisdiction that is substantially simlar to the

privilege established under this subsecti on shal | be

avai |l abl e and enforced in any proceeding in, and in any court
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of, this State.

(6) In this subsecti on "departnent,"” "l nsurance

departnent,"” "l aw enforcenent agency," "requlatory agency,"

and the "National Association of |Insurance Conmm ssioners"

include, but are not limted to, their enployees, agents,

consul tants, and contractors.

(Source: P.A 87-108.)

(215 ILCS 5/136) (from Ch. 73, par. 748)

Sec. 136. Annual statenent.

(1) Every conpany authorized to do business in this
State or accredited by this State shall file wth the
Director by March 1st in each year 2 copies of its financial
statenent for the year ending Decenber 31st imrediately
preceding on fornms prescribed by the Director, which shal
conform substantially to the formof statenent adopted by the
Nat i onal Association of Insurance Comm ssioners. Unless the
Director provides otherwi se, the annual statenent is to be
prepared in accordance with the annual statenent instructions
and the Accounting Practices and Procedures Manual adopted by
the National Association of Insurance Conm ssioners. The
Director shall have power to nmake such nodifications and
additions in this formas he may deem desirable or necessary
to ascertain the condition and affairs of the conpany. The
Director shall have authority to extend the tine for filing
any statenent by any conpany for reasons which he considers
good and sufficient. In every statenent the admtted assets
shal | be shown at the actual values as of the |ast day of the
pr ecedi ng year, in accordance wth Section 126.7. The
statenent shall be verified by oaths of the president and
secretary of the conpany or, in their absence, by 2 other
principal officers. In addition, any conpany nmay be required
by the Drector, when he considers that action to be

necessary and appropriate for t he protection of
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policyhol ders, <creditors, shareholders, or claimants, to
file, within 60 days after mailing to the conpany a notice
that such is required, a supplenental sumary statenment as of
the last day of any cal endar nonth occurring during the 100
days next preceding the mailing of such notice designated by
him on fornms prescribed and furnished by the Director. The
Director nmay require supplenental sunmary statenents to be
certified by an independent actuary deened conpetent by the
Director or by an independent certified public accountant.

(2) The statenent of an alien conpany shall enbrace only
its condition and transactions in the United States and shal
be verified by the oaths of its resident manager or princi pal
representative in the United States, except that in the case
of any life conpany organi zed under the | aws of Canada or any
province thereof, the statenent may be verified by the oaths
of any of its principal officers designated for that purpose
by its board of directors.

(3) For the information of the public generally the
Director shall cause an abstract of the information contained
in the annual statenent to be nmade available to the public as
soon as practicable after filing wth the Departnent, by
printing those abstracts in panphlet tabular formfor free
general distribution by the Departnment, or by such other
publication in the city of Springfield or in the city of
Chi cago as may be reasonably necessary nore fully to inform
t he public of t he financial condition of conpanies
transacting business in this State.

(4) Each donmestic, foreign, and alien insurer authorized
to do business in this State or accredited by this State
shall participate in the National Association of |Insurance
Comm ssioners' Insurance Regulatory | nf or mati on System
including the paynent of all fees and charges of the system
Each conpany shall, on or before March 1 of each vyear, file

with the National Association of |Insurance Conmn ssioners a
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copy of its annual financial statenment along wth any
additional filings prescribed by the Drector for t he
precedi ng year. The statenent filed wth the National
Association of Insurance Comm ssioners shall be in the sane
format and scope as that required by this Code and shal

i nclude a signed jurat page and actuarial certification. Any
amendnents and addenduns to the annual statenent shall also
be filed with the National Associ ation of | nsur ance
Commi ssi oners. Each conpany shall also file with the Nationa
Association of Insurance Comm ssioners annual and quarterly
financial statenment information in conputer readable format
as required by the Insurance Regulatory Information System
Failure of a conpany to file financial statenment information
in conputer readable format shall subject the conpany to the
provi sions of Section 139.

(5 (a) Al financial analysis ratios and exam nation
synopsi s concerni ng insurance conpanies that are submtted to
t he Director by the National Association of Insurance
Comm ssi oners' | nsurance Regulatory Information Systemand in

the possession or control of the Di rector shal | be

confidenti al by law and privileged, shall not be subject to

the Freedomof Information Act, shall not be subject to

subpoena, and shall not be subject to di scovery or adni ssion

into evidence in any private civil action. However, the

Director is authorized to use the docunents, materials, or

other information in the furtherance of any requlatory or

legal action brought as a part of the Director's official

P rect or .

(b) Neither the Director nor any person who received

docunents, materials, or other information while acting under

the authority of the Director shall be permtted or required

to testify in any private civil action concerning any

confidential docunents, materials, or infornmation subject to
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par agraph (a).

(¢) In order to assist in the performance of the

Director's duties, the Director:

(i) may share docunents, nmterials, or ot her

i nformati on, including the confidential and privil eged

docunents, materials, or informati on subject to paraqgraph

(a), with other state, federal, and i nt ernati onal

requl atory agencies, wth the National Association of

| nsur ance Conmi ssi oner and its affiliates or

subsidiaries, and with state, federal, and international

| aw enforcenent authorities, provided that the recipient

agrees to maintain the confidentiality and privil eged

status of the docunent, material, or other infornation;

(ii) nay receive docunent s, mat eri al s, or

i nformati on, i ncl udi ng ot herw se confidenti al and

privil eged docunents, materials, or information, fromthe

Nati onal Association of |Insurance Conmni ssioners and its

affiliates or subsidiaries and from requlatory and |aw

enf or cenent officials of other foreign or donestic

jurisdictions, and shall maintain as confidential or

privil eged any docunent , material, or _infornmation

received with notice or the understanding that it is

confidenti al or privileged under the laws of the

jurisdiction that is the source of t he docunent,

material, or information; and

(iii) nmay enter into agreenents governing the

sharing and use of infornation consistent with this

subsecti on.

(d) No waiver of any applicable privilege or claimof

confidentiality in the docunents, materials, or information

shall occur as a result of disclosure to the Director under

Section or as a result of sharing authorized in

par agraph (c).

(Source: P.A 90-418, eff. 8-15-97.)
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(215 | LCS 5/ 141. 4)

Sec. 141.4. Disclosure of material transactions.

(a) An insurer domciled in this State shall file a
report with the Director disclosing material acquisitions and
di spositions of assets or mat eri al nonr enewal s,
cancel l ations, or revisions of ceded reinsurance agreenents
unless the acquisitions and dispositions of assets or the
mat eri al nonrenewal s, cancellations, or revisions of ceded
rei nsurance agreenents have been otherwi se submtted to the
Director for review, approval, or information purposes. The
report nust be filed no later than 15 days after the end of
the calendar nonth in which a reportable transaction occurs.
A copy of the report, including any exhibits or other
attachnments filed as a part of the report, shall be filed
with the National Association of Insurance Conm ssioners.
Al} - reports-obt at ned- by- or - di sel osed-t o- -t he- - bt ¥ ect of - - under
thi s--Seetton-shall -be-gtven-confidenttal -treat rent - and-shal}
net - be- subf ect - t - subpeoena- and- shal | - not - be- - rade- - publ i €- - by
the---Direetor;---the---Nattonal---Assectatton--of--1}nsurance
Conmt sSt ONer S; - OF - - any- - ot her - - per son; - - exeept - -t 0- -  ASUF anece
departnents--of--other--states;--wthout--the--prior--witten
consent--of--the--itnsurer--to--whieh--tt--pertains-unless-the
Brrector;-aftter-gtving-the--itnsurer--who--woul d--be--affected
nottce- - and- - an- - opport uni ty-t o- be- heard; - det er nt nes-t hat - t he
t At er est s- of - pol t eyhol der s; - shar ehol ders; -or-the-publie--wt it}
be--served--by--publieation;--tn-whiteh-event-the-brect or- ray
publ t sh-al t - er-any-part-in-the-manner-the- bk reet or - - pay- - deem
approprtate-

(b) Asset acquisitions or dispositions that are not
material do not have to be reported under this Section. For
purposes of this Section, a material acquisition (or the
aggregate of any series of related acquisitions during any 30
day period) or disposition (or the aggregate of any series of

rel ated dispositions during any 30 day period) is one that is
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nonrecurring and not in the ordinary course of business and
involves nore than 5% of +the reporting insurer's total
admtted assets as reported in its nost recent statutory
financi al st at enment filed W th the Director. Asset
acquisitions subject to this Section include, but are not
limted to, every purchase, |ease, exchange, nerger
consol i dati on, succession, or other acquisition other than
the construction or developnment of real property by or for
the reporting insurer or the acquisition of materials for
that purpose. Asset dispositions subject to this Section
include, but are not limted to, every sale, |ease, exchange,
merger, consolidation, nortgage, hypothecation, assignnent
(whet her for the Dbenefit of creditors or otherw se),
abandonnment, destruction, or other disposition. Al of the
followwng information shall be disclosed in the report of a
mat eri al acquisition or disposition of assets:
(1) Date of the transaction.
(2) Manner of acquisition or disposition.
(3) Description of the assets involved.
(4) Nature and anmount of the consideration received
or given.
(5) Purpose of, or reason for, the transaction.
(6) Manner by which the anmount of consideration was
det er m ned.
(7) Gain or loss recognized or realized as a result
of the transaction.
(8) Nane of the person fromwhom the assets were
acquired or to whomthey were disposed.

Insurers shall report acquisitions and dispositions on a
nonconsol i dated basis wunless the insurer is part of a
consolidated group of insurers that wutilizes a pooling
arrangenment or a 100%rei nsurance agreenent that affects the
solvency and integrity of the insurer's reserves and the

i nsurer ceded substantially all of its direct and assuned
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business to the pool. An insurer is deened to have ceded
substantially all of its direct and assuned business to a
pool if the insurer has less than $1, 000,000 total direct
pl us assuned witten prem uns during a cal endar year that are
not subject to a pooling arrangenent and the net incone of
t he busi ness not subject to the pooling arrangenent
represents less than 5% of the insurer's capital and surplus.

(c) Ceded rei nsurance agr eenent nonr enewal s,
cancel l ations, or revisions that are not material do not have
to be reported under this Section. For purposes of this
Section, a material nonrenewal, cancellation, or revision is
one that affects:

(1) For property and casualty business, including
accident and health business witten by a property and
casual ty insurer

(A) nore than 50% of the insurer's total ceded
witten premum or

(B) nore than 50% of the insurer's total ceded
indemmity and | oss adj ustnent reserves.

(2) For life, annuity, and accident and health
busi ness: nore than 50% of the total reserve credit taken
for Dbusiness ceded, on an annual basis, as indicated in
the insurer's nost recent annual statenent.

(3) Property and casualty or life, annuity, and
acci dent and heal th busi ness:

(A) an authorized reinsurer representing nore
than 10% of total cession is replaced by one or nore
unaut hori zed reinsurers; or

(B) previously est abl i shed col | at er al
requi renents have been reduced or wai ved as respects
one or nore unauthorized reinsurer representing
collectively nore than 10% of a total cession

Wth respect to property and casualty business, including

accident and health business witten by a property and
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casualty insurer, no filing shall be required if t he
insurer's total ceded witten premum represents, on an
annual i zed basis, less than 10% of its total witten prem um
for direct and assunmed business. Wth respect to life,
annuity, and accident and health business, no filing shall be
required if the total reserve credit taken for business ceded
represents, on an annualized basis, less than 10% of the
statutory reserve requirenent prior to any cession.

All of the followng information shall be disclosed in
the report of a material nonrenewal, cancellation, or
revision of ceded reinsurance agreenents:

(1) Effective date of the nonrenewal, cancellation
or revision.

(2) The description of +the transaction wth an
identification of the initiator thereof.

(3) Purpose of, or reason for, the transaction.

(4) The identity of the replacenment insurers, if

appl i cabl e.

| nsurers shal | report al | mat eri al nonr enewal s,
cancel l ations, or revisions of ceded reinsurance agreenents
on a nonconsolidated basis unless the insurer is part of a
consolidated group of insurers that wutilizes a pooling
arrangenment or 100% rei nsurance agreenent that affects the
solvency and integrity of the insurer's reserves and the
i nsurer ceded substantially all of its direct and assuned
business to the pool. An insurer is deened to have ceded
substantially all of its direct and assunmed business to a
pool if the insurer has |ess than $1, 000,000 of total direct
pl us assuned witten prem uns during a cal endar year that are
not subject to the pooling arrangenent and the net incone of
t he busi ness not subject to the pooling arrangenent
represents less than 5% of the insurer's capital and surplus.

(d)(1) Al reports obtained by or disclosed to the

Director pursuant to this Section in the possession or
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control of the Director, shall be confidential by | aw and

privil eged, shall not be subject to the Freedom of

Infornmation Act, shall not be subject to subpoena, and

shall not be subject to discovery or adnmission into

evidence in any private civil action without the prior

witten consent of the insurer to which it pertains.

However, the Director is authorized to use the docunents,

material, or other information in the furtherance of any

requl atory or legal action brought as a part of the

Director's official duties.

(2) After giving the insurer who woul d be affected

noti ce and an opportunity to be heard, the Director nmay

det er m ne t hat t he i nt er est of poli cyhol ders,

sharehol ders, or the public will be served by publication

of the information subject to subdivision (d)(1), in

which event the Director nay publish all or any part in

the manner the Director nmay deem appropri ate.

(3) Neither the Director nor any per son who

recei ved docunents, materials, or other infornmation while

acting under the authority of the Director shall be

permitted or required to testify in any private civil

action concerning any confidential docunments, naterials,

or information subject to subdivision (d)(1).

(4 In order to assist in the performance of the

Director's duties, the Director:

(A) may share docunents, materials, or other

i nformati on, i ncl udi ng t he confidenti al and

privil eged docunents, materials, or information

subject to subdivision (d)(1), wth other state,

federal, and international requl atory agencies, with

the National Association of | nsurance Conm SSi oners

and its affiliates and subsidiaries, and with state,

f eder al | and i nt ernati onal | aw enf or cenent

authorities, provided that the recipient agrees to
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mai ntain the confidentiality and privileged status

of the docunent, material, or other infornmation.

(B) may receive docunents, materials, or

information, including otherwise confidential and

privileged docunents, materials, or infornation,

from the Nat i onal Associ ati on of | nsur ance

Conmi ssioners and its affiliates and subsidi ari es

and fromrequl atory and | aw enforcenent officials or

other foreign or donestic jurisdictions, and shal

mai ntain as confidential or privileged any docunent,

material, or information received with notice or the

understanding that it is confidential or privil eged

under the laws of the jurisdiction that is the

source of the docunent, material, or information;

and

(©O may enter into aqgreenents gover ni ng

sharing and use of information consistent with this

subsecti on.

(5) No waiver of any applicable privilege or claim

of confidentiality in the docunents, nmaterials, or

information shall occur as a result of disclosure to the

Director under this Section or as a result of sharing as

aut hori zed in subdivision (d)(4).

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

(215 I1LCS 5/186.1) (fromCh. 73, par. 798.1)

Sec. 186.1. Supervision by the D rector.

(1) If the 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 policyholders, 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
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| eading to the determ nation

(b) setting forth the specific action required or
prohibited to correct the cited deficiencies; and

(c) ordering the conpany to conply with the Director's
order within such reasonable time as the Director shal
prescri be.

(2) Operation or financi al condition deficiencies
supporting the Director's determ nati on under subsection (1)
may i nclude, but are not limted to, the foll ow ng:

(a) The conpany has failed to nmaintain a relationship of
policyholder surplus to premum witings or policyholder
surplus to claimand unearned prem um reserves which provides
a reasonable margin of safety for t he pol i cyhol ders
considering the classes of insurance the conpany is witing.

(b) The conmpany's asset |liquidity is not adequate to
provi de orderly paynent of its obligations.

(c) The conpany's current or projected net inconme is
i nadequate to neet its present or projected obligations.

(d) The conpany has a history of <claim reserve
i nadequacy which affects the reliability of its financial
st at ement s.

(e) The conmpany has failed to nmaintain adequate books
and records or has otherwi se conducted its i nsurance
operation in a manner which inpairs the Director's ability to
determine its true financial condition.

(3) If a conpany fails to conply with the Director's
order issued pursuant to subsection (1) wthin the tine
prescribed for such conpliance the Director may institute
pr oceedi ngs for t he conservati on, rehabilitation or
iquidation of the conpany under Article XIlI1 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
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permt certain acts subject to conditions including the
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
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final determnation shall be entitled to judicial review of
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 imrediate 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;

(ii) 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) (a) All  admnistrative and judicial proceedings
arising under this Article shall be held privately unless a
public hearing is requested by the conpany, and all records
of the conpany, and all records of the Departnent 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 conpany requests otherw se. Such records shal
not be subject to public disclosure wunder "The Illinois
Freedom of Information Act", certified Decenber 27, 1983, as
anmended, 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.

(b) The Director may share the notices, correspondence,

reports, records, or infornation with other state, federal,

and international requl atory agencies, wth the National

Associ ati on of I nsurance Conmm ssioners and its affiliates and

subsidiaries, and with state, federal, and international | aw

enforcenent authorities, if the Director determ nes that the
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di sclosure is necessary or proper for the enforcement of the

laws of this or another state of the United States, and

provided that the recipient agr ees to mai nt ai n t he

confidentiality of the documents, nmmterials, or other

infornation. No waiver of any applicable privilege or claim

of confidentiality shall occur as a result of the sharing of

docunents, materials, or other information pursuant to this

subsecti on.

(c) The Director may open the proceedi ngs or hearings or

make public the notices, correspondence, reports, records, or

other information if the Director deens that it is in the

best interest of the public or in the best interest of the

conpany, its insureds, creditors, or the general public.

(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 other
applicable |aw or under this Section in conjunction with any
ot her | aw

(Source: P.A 84-715.)

(215 ILCS 5/188.1) (fromCh. 73, par. 800.1)

Sec. 188.1. Provisions for conservation of assets of a
donmestic, foreign, or alien conpany.

(1) Upon the filing by the Dorector of a verified
conplaint alleging (a) that wth respect to a donestic,
foreign, or alien conpany, whet her aut hori zed or
unaut hori zed, a condition exists that would justify a court
order for proceedings under Section 188, and (b) that the
interests of creditors, policyholders or the public wll
probably be endangered by delay, then the circuit court of
Sanganon or Cook County or the circuit court of the county in
whi ch such conpany has or last had its principal office shal

enter forthwth without a hearing or prior notice an order
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directing the director to take possession and control of the
property, business, books, records, and accounts of the
conpany, and of the premses occupied by it for the
transaction of its business, or such part of each as the
conplaint shall specify, and enjoining the conpany and its
officers, directors, agents, servants, and enployees from
disposition of its property and from transaction of its
busi ness except with the concurrence of the Director until

the further order of +the court. Copies of the verified

conplaint and the seizure order shall be served wupon the
conpany.
(2) The order shall <continue in force and effect for

such time as the court deens necessary for the Director to
ascertain the condition and situation of the conpany. On
notion of either party or onits ow notion, the court may
from tinme to tine hold such hearings as it deens desirable,
and may extend, shorten, or nodify the ternms of, the seizure
order. So far as the court deens it possible, the parties
shal | be given adequate notice of such hearings. As soon as
practicable, the <court shall vacate the seizure order or
termnate the conservation proceedi ngs of the conpany, either
when the Director has failed to institute proceedings under
Section 188 having a reasonabl e opportunity to do so, or upon
an order of the court pursuant to such proceedi ngs.

(3) Entry of a seizure order under this Section shal
not constitute an anticipatory breach of any contract of the
comnpany.

(4) The <court my hold all hearings in conservation
proceedi ngs privately in chanbers, and shall do so on request
of any officer of the conpany proceeded agai nst.

(5 In conservation proceedings and judicial reviews
thereof, all records of the conpany, other docunents, and al
i nsurance departnment files and court records and papers, so

far as they pertain to and are a part of the record of the
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conservation proceedings, shall be and remain confidential
except as is necessary to obtain conpliance therewth, unless
and until the court, after hearing argunents in chanbers from
the Director and the conpany, shall decide otherw se, or
unless the conpany requests that the matter be nmade public,

or unless the Director applies for a rehabilitation or

i quidation order. However, the Director may share docunents,

mat eri al s, or other information in his or her possession or

control pertaining to an insurer that is the subject of a

proceeding under this Code wth other state, federal, and

i nt ernational requl atory agenci es, with t he Nat i onal

Associ ati on of I nsurance Conmm ssioners and its affiliates and

subsidiaries, and with state, federal, and international | aw

enforcenent authorities, provided that the recipient agrees

to muintain the confidentiality of the docunents, naterials,

or other information. No waiver of any applicable privilege

or claim of confidentiality shall occur as a result of

di sclosure by the Director under this Section or as a result

of shari ng docunents, materials, or other information

pursuant to this subsection

(6) Any person having possession of and refusing to
deliver any of the property, business, books, records or
accounts of a conpany agai nst which a seizure order has been
i ssued shall be guilty of a Cass A m sdeneanor.

(Source: P.A 89-206, eff. 7-21-95.)

(215 ILCS 5/191) (from Ch. 73, par. 803)

Sec. 191. Title to property of conpany.

(a) The Director and his successor and successors in
of fice shall be vested by operation of lawwth the title to
all property, contracts, and rights of action of the conpany
as of the date of +the order directing rehabilitation or
liquidation. The Director is entitled to i nmedi ate possessi on

and control of all property, contracts, and rights of action
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of the conpany, and is further authorized and directed to
renmove any and all records and property of the conpany to the
Director's possession and control or to such other place as
may be conveni ent for the purposes of efficient and orderly
admnistration of the rehabilitation or liquidation. Al
persons, conpanies, and entities shall imediately release
their possession and control of any and all property,
contracts, and rights of action of the conpany to the
Director including, but not l[imted to, bank accounts and
bank records, premum and related records, and claim
underwriting, accounting, and litigation files. The entry of
an order of rehabilitation or liquidation creates an estate
that conprises all of the liabilities and assets of the
conpany. The filing or recording of such order in the office
of the recorder or the Registrar of Titles in any county of
this State shall inpart the same notice that a deed, bill of
sale or other evidence of title duly filed for record by such
conpany woul d have i nparted.

(b) The Director may provide information to other state

i nsurance requlators and qguaranty associations, including

reports and anal yses of financial condition and the status of

devel opnent of a plan of rehabilitation. The D rector may

al so permnmt a state insurance requlator or qguaranty

association to obtain a listing of pol i cyhol ders and

certificate holders residing in the requestor's state,

i ncluding current addresses and summary policy information,

provided that the requlator or guaranty associ ation agrees to

mai ntain the confidentiality of the records, and that the

records wll be used only for requlatory or quar anty

associ ati on pur poses. No wai ver of any applicable privil ege

shall occur as a result of disclosure to the Director under

this Section or as a result of sharing docunents, naterials,

or other information pursuant to this Section.

(Source: P.A 89-206, eff. 7-21-95.)
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(215 ILCS 5/223) (from Ch. 73, par. 835)

Sec. 223. Director to value policies; legal standard of
val uation

(1) The Director shall annually value, or cause to be
valued, the reserve liabilities (hereinafter called reserves)
for all outstanding |ife insurance policies and annuity and
pure endowrent contracts of every |I|ife insurance conpany
doing business in this State, except that in the case of an
alien conpany, such valuation shall be Iimted to its United
States business, and may certify the anount of any such
reserves, specifying the nortality table or tables, rate or
rates of interest, and nethods (net |evel prem um nethod or
ot her) used in the calculation of such reserves. 1In
cal cul ating such reserves, he nmy use group nethods and
approxi mate averages for fractions of a year or otherwise. In
lieu of the valuation of the reserves herein required of any
foreign or alien conpany, he nmay accept any valuation nade,
or caused to be made, by the insurance supervisory official
of any state or other jurisdiction when such valuation
conplies with the m ni mum standard herein provided and if the
official of such state or jurisdiction accepts as sufficient
and valid for all legal purposes the certificate of valuation
of the Director when such certificate states the valuation to
have been made in a specified manner according to which the
aggregate reserves would be at least as large as if they had
been conputed in the manner prescribed by the Ilaw of that
state or jurisdiction.

Any such conpany which at any tinme has adopted any
standard of valuation producing greater aggregate reserves
than those <calculated according to the mninmm standard
herein provided may, with the approval of the Director, adopt
any | ower standard of wvaluation, but not Iower than the
m ni mum herein provided, however, that, for the purposes of

this subsection, the hol di ng of addi ti onal reserves
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previously determned by a qualified actuary to be necessary
to render the opinion required by subsection (la) shall not
be deened to be the adoption of a higher standard of
valuation. In the valuation of policies the D rector shal
give no consideration to, nor make any deduction because of,
the exi stence or the possession by the conpany of

(a) policy liens created by any agreenent given or

assented to by any assured subsequent to July 1, 1937,

for which liens such assured has not received cash or

other consideration equal in value to the anount of such
liens, or

(b) policy liens created by any agreenent entered
into in violation of Section 232 unless the agreenent

i nposi ng or creating such liens has been approved by a

Court in a proceeding under Article XIll, or in the case

of a foreign or alien conpany has been approved by a

court in a rehabilitation or |iquidation proceeding or by

the insurance official of its domciliary state or
country, in accordance with the | aws thereof.

(1a) This subsection shall becone operative at the end
of the first full calendar year follow ng the effective date
of this anmendatory Act of 1991.

(A) Ceneral.

(1) Every life i nsurance conpany doi ng
business in this State shall annually submt the
opinion of a qualified actuary as to whether the
reserves and related actuarial itens held in support
of the policies and contracts specified by the
Director by regulation are conputed appropriately,
are based on assunptions that satisfy contractual
provisions, are consistent wth prior reported
anmounts and conply wth applicable laws of this
State. The Director by regulation shall define the

specifics of this opinion and add any other itens
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deened to be necessary to its scope.

(2) The opinion shall be submtted wth the
annual statenent reflecting the valuation of reserve
liabilities for each year ending on or after
Decenber 31, 1992.

(3) The opinion shall apply to all business in
force including i ndi vi dual and group heal th
i nsurance plans, in formand substance acceptable to
the Director as specified by regulation.

(4) The opinion shall be based on standards
adopted fromtinme to tine by the Actuarial Standards
Board and on additional standards as the Director
may by regul ati on prescri be.

(5 In the case of an opinion required to be
submtted by a foreign or alien conpany, t he
Director may accept the opinion filed by that
conpany wth the insurance supervisory official of
another state if the Director determnes that the
opi ni on reasonably neets the requirenents applicable
to a conpany domciled in this State.

(6) For t he pur pose of this Section,
"qualified actuary" neans a nmenber in good standing
of the Anmerican Acadeny of Actuaries who neets the
requirenents set forth in its regul ations.

(7) Except in cases of fraud or wllful
m sconduct, the qualified actuary shall not be
|iable for danages to any person (other than the
i nsurance conpany and the Director) for any act,
error, om ssion, decision or conduct with respect to
t he actuary's opinion.

(8) Disciplinary action by t he Director
against the conpany or the qualified actuary shal
be defined in regulations by the Drector.

(99 A nmenorandum in form and subst ance
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accept abl e to t he Di rector as specified by
regul ation, shall be prepared to support each
actuarial opinion.

(10) If the insurance conpany fails to provide
a supporting nenorandum at the request of the
Director within a period specified by regulation or
the Director det erm nes t hat t he supporting
menor andum provided by the insurance conpany fails
to nmeet the standards prescribed by the regulations
or is otherwise unacceptable to the Director, the
Director nmay engage a qualified actuary at the
expense of the conpany to review the opinion and the
basis for the opinion and prepare the supporting
menorandum as is required by the Director.

(11) Except as provided in paragraph (15),

docunents, materials, or other information in the

possession or control of the Director that are a

menorandum in support of the opinion, and any other

material provided by the conpany to the Director in

connecti on with t he menor andum shal | be

confidential by law and privil eged, shal | not be

subject to the Freedomof Information Act, shall not

be subject to subpoena, and shall not be subject to

di scovery or adnmission into evidence in any private

civil action. However, the Director is authorized to

use the docunents, materials, or other information

in the furtherance of any requlatory or |legal action

brought as a part of the Director's official duties.

(12) Neither the Director nor any person_ who

received docunents, materials, or other infornmation

while acting under the authority of the Director

shal | be permtted or required to testify in any

private civil action concerning any confidential

docunents, materials, or information subject to
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par agraph (11).

(13) In order to assist in the performance of

the Director's duties, the Director:

(i) may share docunents, materials, or

other information, i ncludi ng the confidenti al

and privil eged docunent s, mat eri al s, or

information subject to paragraph (11) wth

ot her st at e, f eder al | and i nt ernati onal

requl atory agenci es, with t he Nat i onal

Associ ation of |Insurance Conmni ssioners and its

affiliates and subsidiaries, and wth state,

f eder al , and international | aw enf or cenent

authorities, provided that the recipi ent agrees

to maintain the confidentiality and privil eged

status of the docunent, material, or other

i nf ornati on;

(ii) nmay receive docunents, materials, or

information, including otherwi se confidential

and privil eged docunent s, mat eri al s, or

information, from the National Associ ati on of

| nsurance Commi ssioners and its affiliates and

subsi di ari es and from requlatory and |aw

enforcenent officials of other foreign or

donestic jurisdictions, and shall nmintain as

confidential or privil eged any docunent ,

mat eri al , or information received with notice

or the understanding that it is confidential or

privileged under the laws of the jurisdiction

that is the source of the docunent, material,

or information; and

(iii) nmay enter into agreenents governing

sharing and use of information consistent wth

par agraphs (11) and (13).

(14) No waiver of any applicable privilege or
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claim of confidentiality in t he docunent s,

materials, or information shall occur as a result of

di sclosure to the Director under this Section or as

a result of the sharing as authorized in paragraph

(13).
(15)¢41) Any nmenorandum in support of the

opinion, and any other material provided by the
conpany to the Director in connection therewith, nmay
be shall--be--kept-conttdenttal-by-the-btrector-and
shal | - net - be- rade- publ i €- and- shal | - net-be subject to
subpoena; - ot her-than for the purpose of defending an

action seeking damages fromthe actuary submtting

the nenorandum any--person by reason of any action

required by this Section or by regul ations
promul gated hereunder.:-provi ded; - however;-that The
menor andum or other material may otherw se be
released by the Director (a) with the witten
consent of the conmpany or (b) to the Anerican
Acadeny of Actuaries upon request stating that the
menmor andum or other material s required for the
pur pose of professional disciplinary proceedi ngs and
setting forth procedures sati sfactory to t he
Director for preserving the confidentiality of the
menmor andum or other material. Once any portion of
the confidential nmenorandumis cited by the conpany
inits marketing or is cited before any governnent al
agency other than a state insurance departnment or is
rel eased by the conpany to the news nedia, al
portions of the confidential nmenorandum shall be no
| onger confidential.

(B) Actuarial analysis of reserves and assets

supporting those reserves.

(1) Every |life insurance conpany, except as

exenpted by or under regulation, shall also annually
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include in the opinion required by paragraph (A (1)
of this subsection (1a), an opinion of the sane
qualified actuary as to whether the reserves and
related actuarial itens held in support of the
policies and contracts specified by the Director by
regul ation, when considered in light of the assets
hel d by the conpany with respect to the reserves and
related actuarial itenms including, but not Ilimted
to, the investnent earnings on the assets and the
considerations anticipated to be recei ved and
retained under the policies and contracts, mnake
adequate provision for the conpany's obligations
under the policies and contracts including, but not
limted to, the benefits under and expenses
associated with the policies and contracts.

(2) The Director may provide by regulation for

a transition period for establishing any higher

reserves which the qualified actuary may deem

necessary in order to render the opinion required by
this Section.
(2) This subsection shall apply to only those policies
contracts issued prior to the operative date of Section
2 (the Standard Non-forfeiture Law).

(a) Except as otherwise in this Article provided,
the legal m ninmum standard for valuation of contracts
i ssued before January 1, 1908, shall be the Actuaries or
Conmbi ned Experience Table of Mourtality wwth interest at
4% per annum and for valuation of contracts issued on or
after that date shall be the American Experience Tabl e of
Mortality wwth either Craig's or Buttol ph's Extension for
ages under 10 and with interest at 3 1/2% per annum The
| egal m ni mum standard for the valuation of group
i nsurance policies under which premum rates are not

guaranteed for a period in excess of 5 years shall be the
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American Men Utimate Table of Mrtality with interest at
3 1/2% per annum Any |life conpany may, at its option,
value its insurance contracts issued on or after January
1, 1938, in accordance with their terns on the basis of
the Anmerican Men Utimte Table of Mrtality W th
interest not higher than 3 1/2% per annum

(b) Policies issued prior to January 1, 1908, nay
continue to be valued according to a nmethod producing
reserves not less than those produced by the ful
prelimnary term nethod. Policies issued on and after
January 1, 1908, nay be valued according to a nethod
producing reserves not |ess than those produced by the
nodified prelimnary term nmet hod hereinafter described in
paragraph (c). Policies issued on and after January 1,
1938, may be valued either according to a nethod
produci ng reserves not |ess than those produced by such
nodi fied prelimnary term nethod or by the select and
ultimate nethod on the basis that the rate of nortality
during the first 5 years after the issuance of such
contracts respectively shall be calculated according to
the follow ng percentages of rates shown by the Anerican
Experience Table of Mrtality:

(i) first insurance year 50%t hereof;
(i1) second insurance year 65%t hereof;
(tit) third insurance year 75%t hereof;
(iv) fourth insurance year 85%t hereof;
(v) fifth insurance year 95%t hereof;

(c) If the premumcharged for the first policy
year under a limted paynent life prelimnary term policy
providing for the paynment of all premuns thereon in |ess
than 20 vyears from the date of the policy or under an
endownent prelimnary termpolicy, exceeds that charged
for t he first policy year wunder 20 paynent Ilife

prelimnary term policies of the sane conpany, the
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reserve thereon at the end of any vyear, including the
first, shall not be |less than the reserve on a 20 paynent
life prelimnary termpolicy issued in the sane year at
the sane age, together with an anount which shall be
equivalent to the accunulation of a net level prem um
sufficient to provide for a pure endowrent at the end of
the premum paynent period, equal to the difference

bet ween the value at the end of such period of such a 20

paynent |ife prelimnary term policy and the full net
| evel premumreserve at such tinme of such a limted
paynent |ife or endowrent policy. The prem um paynent

period is the period during whi ch prem umns are
concurrently payabl e under such 20 paynent life
prelimnary termpolicy and such [imted paynent life or
endownent policy.

(d) The legal mnimmstandard for the val uations
of annuities issued on and after January 1, 1938, shal
be the Anmerican Annuitant's Table wth interest not
hi gher than 3 3/4% per annum and all annuities issued
before that date shall be valued on a basis not |ower
than that used for the annual statenent of the year 1937;
but annuities deferred 10 or nore years and witten in
connection wth Iife insurance shall be valued on the
sanme basis as that used in conputing the consideration or
prem uns therefor, or upon any higher standard at the
option of the conpany.

(e) The Director may vary the standards of interest
and nortality as to contracts issued in countries other
than the United States and nay vary standards of
nortality in particular cases of invalid |ives and ot her
extra hazards.

(f) The legal mninmum standard for valuation of
wai ver of premum disability benefits or waiver of

premum and incone disability benefits 1issued on and
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after January 1, 1938, shall be the Cass (3) D sability
Table (1926) nodified to conform to the contractual
waiting period, with interest at not nore than 3 1/2% per
annum but in no event shall the values be less than
those produced by the basis used in conputing prem uns
for such benefits. The legal mninum standard for the
valuation of such benefits issued prior to January 1,
1938, shall be such as to place an adequate value, as
det er m ned by sound I nsur ance practices, on the
l[iabilities thereunder and shall be such that the value
of the Dbenefits under each and every policy shall in no
case be less than the value placed upon the future
prem uns.

(g) The legal m ninmum standard for the valuation of
industrial policies issued on or after January 1, 1938,
shall be the Anerican Experience Table of Mrtality or
t he St andard | ndustri al Mortality Tabl e or the
Substandard Industrial Mrtality Table with interest at 3
1/ 2% per annum by the net level premium nethod, or in
accordance wth their terns by the nodified prelimnary
term met hod her ei nabove descri bed.

(h) Reserves for all such policies and contracts
may be calculated, at the option of the conpany,
according to any standards whi ch pr oduce greater
aggregate reserves for all such policies and contracts
than the mninmumreserves required by this subsection
(3) This subsection shall apply to only those policies

and contracts issued on or after January 1, 1948 or such
earlier operative date of Section 229.2 (the St andard
Non-forfeiture Law) as shall have been elected by the
I nsurance conpany i ssuing such policies or contracts.

(a) Except as otherwise provided in subsections
(4), (6), and (7), the m nimum standard for the val uation

of all such policies and contracts shall be t he
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Conmi ssi oner s Reserve  val uation method defined in

paragraphs (b) and (f) of this subsection and in

subsection 5, 3 1/2%interest for such policies issued

prior to Septenber 8, 1977, 5 1/2% interest for single

premum |ife insurance policies and 4 1/2% interest for

all other such policies issued on or after Septenber 8,
1977, and the follow ng tables:

(1) The Comm ssioners 1941 Standard Ordinary

Mrtality Table for all Ordinary policies of life

i nsurance issued on the standard basis, excluding

any disability and accidental death benefits in such

policies, for such policies issued prior to the

operative date of subsection (4a) of Section 229.2

(Standard Non-forfeiture Law); and the Comm ssioners

1958 Standard O dinary Mrtality Table for such

policies issued on or after such operative date but

prior to the operative date of subsection (4c) of

Section 229.2 provided that for any category of such

policies issued on female risks all nodified net

prem uns and present values referred to in this Act

may, prior to Septenber 8, 1977, be calculated

according to an age not nore than 3 years younger

than the actual age of +the insured and, after

Septenber 8, 1977, calculated according to an age

not nore than 6 years younger than the actual age of

the insured; and for such policies issued on or

after the operative date of subsection (4c) of

Section 229.2, (i) the Comm ssioners 1980 Standard

Ordinary Mortality Table, or (ii) at the election of

the conpany for any one or nore specified plans of

life 1insurance, the Conm ssioners 1980 Standard

Ordi nary Mortality Table wth Ten-Year Sel ect

Mortality Factors, or (iii) any ordinary nortality

tabl e adopted after 1980 by the National Association
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of | nsur ance Comm ssi oners and approved by
regul ations pronulgated by the Director for use in
determ ning the m nimum standard of valuation for
such policies.

(1i) For al | | ndustri al Life | nsur ance
policies issued on the standard basis, excluding any
disability and accidental death benefits in such
policies--the 1941 Standard |Industrial Mortality
Table for such policies issued prior to t he
operative date of subsection 4 (b) of Section 229.2
(Standard Non-forfeiture Law); and for such policies
issued on or after such operative date t he
Comm ssioners 1961 Standard |Industrial Mortality
Table or any industrial nortality table adopted
after 1980 by the National Association of Insurance
Comm ssi oners and approved by regul ati ons
promul gated by the Director for use in determning
the m ni num standard of valuation for such policies.

(ri1) For | ndi vi dual Annui ty and Pur e
Endowrent contracts, excluding any disability and
accidental death benefits in such policies--the 1937
Standard Annuity Mortality Table--or, at the option
of the conmpany, the Annuity Mortality Table for
1949, Utimate, or any nodification of either of
t hese tabl es approved by the Director.

(iv) For Goup Annuity and Pure Endownent
contracts, excluding any disability and accidental
death benefits 1in such policies--the Goup Annuity
Mortality Table for 1951, any nodification of such
tabl e approved by the Director, or, at the option of
the conpany, any of the tables or nodifications of
tabl es specified for Individual Annuity and Pure
Endownent contracts.

(v) For Tot al and Per manent Disability
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Benefits in or supplenentary to Ordinary policies or
contracts for policies or contracts issued on or
after January 1, 1966, the tables of Period 2
di sabl ement rates and the 1930 to 1950 term nation
rates of the 1952 Disability Study of the Society of
Actuaries, with due regard to the type of benefit,
or any tables of disablenent rates and term nation
rates adopted after 1980 by the National Association
of | nsur ance Comm ssi oners and approved by
regul ations promul gated by the Director for wuse in
determining the mninmm standard of valuation for
such policies; for policies or contracts issued on
or after January 1, 1961, and prior to January 1,
1966, either such tables or, at the option of the
conpany, the Cass (3) Disability Table (1926); and
for policies issued prior to January 1, 1961, the
Class (3) Disability Table (1926). Any such table
shall, for active Ilives, be conmbined wth a
nortality tabl e permtted for <calculating the
reserves for life insurance policies.

(vi) For Accidental Death benefits in or
suppl enmentary to policies--for policies issued on or
after January 1, 1966, the 1959 Accidental Death
Benefits Table or any accidental death benefits
tabl e adopted after 1980 by the National Association
of | nsur ance Comm ssi oners and approved by
regul ations pronulgated by the Director for use in
determ ning the m nimum standard of valuation for
such policies; for policies issued on or after
January 1, 1961, and prior to January 1, 1966, any
of such tables or, at the option of the conpany, the
| nt er - Conpany Double Indemity Mrtality Table; and
for policies issued prior to January 1, 1961, the

| nt er - Conpany Double Indemity NMortality Table.
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Either table shall be conbined wth a nortality
table permtted for <calculating the reserves for
life insurance policies.

(vii) For Goup Life Insurance, life insurance
i ssued on the substandard basis and other speci al
benefits--such tables as may be approved by the
Director.

(b) Except as otherwi se provided in paragraph (f)
of subsection (3), subsection (5), and subsection (7)
reserves according to the Conm ssioners reserve val uation
met hod, for the life insurance and endownent benefits of
policies providing for a uniform anmunt of insurance and
requiring the paynment of uniformpremuns shall be the
excess, if any, of the present value, at the date of
val uation, of such future guaranteed benefits provided
for Dby such policies, over the then present val ue of any
future nodified net premuns therefor. The nodified net
premuns for any such policy shall be such uniform
percentage of the respective contract premuns for such
benefits that the present value, at the date of issue of
the policy, of all such nodified net premuns shall be
equal to the sum of the then present value of such
benefits provided for by the policy and the excess of (A)
over (B), as foll ows:

(A) A net level annual premium equal to the
present value, at the date of issue, of such
benefits provided for after the first policy year,
di vided by the present value, at the date of issue,
of an annuity of one per annum payable on the first
and each subsequent anniversary of such policy on
which a premumfalls due; provided, however, that
such net | evel annual prem um shall not exceed the
net Ilevel annual premum on the 19 year prem um

whole life plan for insurance of the sane anount at
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an age one year higher than the age at issue of such

policy.

(B) A net one year term premum for such
benefits provided for in the first policy year.

For any life insurance policy issued on or after
January 1, 1987, for which the contract premumin the
first policy year exceeds that of the second year with no
conpar abl e additional benefit being provided in that
first year, which policy provides an endowrent benefit or
a cash surrender value or a conbination thereof in an
anount greater than such excess premum the reserve
according to the Comm ssioners reserve valuation nethod
as of any policy anniversary occurring on or before the
assuned ending date, defined herein as the first policy
anni versary on which the sum of any endownrent benefit and
any cash surrender value then available is greater than
such excess premum shall, except as otherw se provided
in paragraph (f) of subsection (3), be the greater of the
reserve as of such policy anniversary calculated as
described in the preceding part of this paragraph (b) and
the reserve as of such policy anniversary cal cul ated as
described in the preceding part of this paragraph (b)
with (i) the value defined in subpart A of the preceding
part of this paragraph (b) being reduced by 15% of the
anmount of such excess first year premum (ii) al
present val ues of benefits and prem uns being determ ned
W t hout reference to prem uns or benefits provided for by
the policy after the assuned ending date, (iii) the
policy being assuned to mature on such date as an
endowent, and (iv) the cash surrender val ue provided on
such date being considered as an endownent benefit. I n
making the above conparison, the nortality and interest
bases stated in paragraph (a) of subsection (3) and in

subsection 6 shall be used.
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Reserves according to the Comm ssioners reserve
val uation met hod for (i) life insurance policies
providing for a varying anount of insurance or requiring
the paynent of varying premuns, (ii) group annuity and
pure endownent contracts purchased under a retirenment
plan or plan of deferred conpensation, established or
mai nt ai ned by an enployer (including a partnership or
sole proprietorship) or by an enpl oyee organization, or
by both, other than a pl an provi di ng i ndi vi dual
retirement accounts or individual retirenment annuities
under Section 408 of the Internal Revenue Code, as now or
hereafter anmended, (iii) disability and accidental death
benefits in all policies and contracts, and (iv) al
other benefits, except Ilife 1insurance and endowrent
benefits in life insurance policies and benefits provided
by all other annuity and pure endowrent contracts, shal
be calculated by a nethod consistent with the principles
of this paragraph (b), except that any extra prem unms
charged because of inpairnments or special hazards shal

be disregarded in the determnation of nodified net

prem uns.
(c) In no event shall a conpany's aggregate
reserves for all ||ife insurance policies, excluding

disability and accidental death benefits be |less than the
aggregate reserves calculated in accordance wth the
met hods set forth in paragraphs (b), (f), and (g) of
subsection (3) and in subsection (5) and the nortality
table or tables and rate or rates of interest used in
cal culating non-forfeiture benefits for such policies.

(d) In no event shall the aggregate reserves for
all policies, contracts, and benefits be |less than the
aggregate reserves determned by the qualified actuary to
be necessary to render the opinion required by subsection

(1a).
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(e) Reserves for any cat egory of poli ci es,
contracts or benefits as established by the Director, may
be cal cul ated, at the option of the conpany, according to
any standards which produce greater aggregate reserves
for such category than those cal cul ated according to the
m ni mum standard herein provided, but the rate or rates
of interest used for policies and contracts, other than
annuity and pure endowrent contracts, shall not be higher
than the corresponding rate or rates of interest used in
calculating any nonforfeiture benefits provided for
t herei n.

(f) If in any contract vyear the gross prem um
charged by any life insurance conpany on any policy or
contract is l|ess than the valuation net premiumfor the
policy or contract calculated by the method wused in
calculating the reserve thereon but using the m ninmm
val uation standards of nortality and rate of interest,
the mnimmreserve required for such policy or contract
shall be the greater of either the reserve calculated
according to the nortality table, rate of interest, and
met hod actually used for such policy or contract, or the
reserve calculated by the nethod actually used for such
policy or contract but using the mninmm standards of
nortality and rate of interest and replacing the
val uation net prem um by the actual gross premumin each
contract year for which the valuation net prem um exceeds
the actual gross prem um The m ni mum  val uation
standards of nortality and rate of interest referred to
inthis paragraph (f) are those standards stated in
subsection (6) and paragraph (a) of subsection (3).

For any life insurance policy issued on or after
January 1, 1987, for which the gross premumin the first
policy year exceeds that of +the second year wth no

conparable additional benefit provided in that first
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year, which policy provides an endowrent benefit or a
cash surrender value or a conbination thereof in an
anount greater than such excess premum the foregoing
provisions of this paragraph (f) shall be applied as if
the nethod actually used in calculating the reserve for
such policy were the nethod described in paragraph (b) of
subsection (3), ignoring the second paragraph of said
par agr aph (b). The mninmum reserve at each policy
anniversary of such a policy shall be the greater of the

m ni mum reserve cal cul ated in accordance w th paragraph

(b) of subsection (3), including the second paragraph of

sai d paragraph (b), and the m ninmumreserve calculated in

accordance with this paragraph (f).

(g) In the case of any plan of life insurance which
provi des for future prem um determ nation, the amounts of
which are to be determ ned by the insurance conpany based
on then estimates of future experience, or in the case of
any plan of life insurance or annuity which is of such a
nature that the m nimumreserves cannot be determ ned by
the methods described in paragraphs (b) and (f) of
subsection (3) and subsection (5), the reserves which are
hel d under any such plan shall:

(1) be appropriate in relation to the benefits
and the pattern of premuns for that plan, and

(1i) Dbe conput ed by a nmethod which is
consistent wth the principles of this Standard

Val uati on Law, as det er m ned by regul ations

promul gated by the Director.

(4) Except as provided in subsection (6), the mninmm
standard for the valuation of all individual annuity and pure
endownent contracts issued on or after the operative date of
this subsection, as defined herein, and for all annuities and
pure endowrents purchased on or after such operative date

under group annuity and pure endownent contracts shall be the
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Comm ssioners Reserve val uation nmethods defined in paragraph
(b) of subsection (3) and subsection (5) and the follow ng

tables and interest rates:

(a) For individual single prem uminmredi ate annuity
contracts, excluding any disability and acci dental death
benefits in such contracts, the 1971 Individual Annuity
Mortality Table, any individual annuity nortality table
adopted after 1980 by the National Association of
| nsur ance Comm ssioners and approved by regulations
promul gated by the Director for use in determning the
m ni mum standard of valuation for such contracts, or any
nodi fication of those tables approved by the D rector,
and 7 1/2% i nterest.

(b) For individual and pure endowrent contracts
other than single premum annuity contracts, excluding
any disability and accidental death benefits in such
contracts, the 1971 Individual Annuity Mrtality Table,
any individual annuity nortality table adopted after 1980
by the National Association of |Insurance Comm ssioners
and approved by regul ations pronul gated by the D rector
for wuse in determning the m ninum standard of val uation
for such contracts, or any nodification of those tables
approved by the Director, and 5 1/2% interest for single
prem um deferred annuity and pure endowrent contracts and
4 1/2% interest for all other such individual annuity and
pure endownent contracts.

(c) For all annuities and pure endownents purchased
under group annuity and pure endownrent contracts,
excluding any disability and accidental death benefits
pur chased under such contracts, the 1971 Goup Annuity
Mortality Table, any group annuity nortality table
adopted after 1980 by the National Association of
| nsur ance Comm ssioners and approved by regulations

promul gated by the Director for use in determning the
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m ni mum st andard of valuation for such annuities and pure
endownents, or any nodification of those tables approved
by the Director, and 7 1/2% i nterest.

After Septenber 8, 1977, any conpany may file wth the
Director a witten notice of its election to conply with the
provi sions of this subsection after a specified date before
January 1, 1979, which shall be the operative date of this
subsection for such conmpany; provided, a conpany may elect a
different operative date for individual annuity and pure
endownent contracts fromthat elected for group annuity and
pure endowrent contracts. | f a conpany nmakes no el ection,
the operative date of this subsection for such conpany shal
be January 1, 1979.

(5) This subsection shall apply to all annuity and pure
endownent contracts other than group annuity and pure
endownent contracts purchased under a retirement plan or plan
of deferred conpensation, established or maintained by an
enpl oyer (including a partnership or sole proprietorship) or
by an enployee organization, or by both, other than a plan
providing individual retirenent accounts or i ndi vi dual
retirement annuities wunder Section 408 of the Internal
Revenue Code, as now or hereafter anended.

Reserves according to the Comm ssioners annuity reserve
method for Dbenefits under annuity or pure endownent
contracts, excluding any disability and accidental death
benefits in such contracts, shall be the greatest of the
respective excesses of the present values, at the date of
valuation, of the future guaranteed benefits, including
guaranteed nonforfeiture benefits, provided for by such
contracts at the end of each respective contract year, over
the present value, at the date of valuation, of any future
val uation consi derati ons derived from future gr oss
considerations, required by the terns of such contract, that

becone payable prior to the end of such respective contract
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year. The future guaranteed benefits shall be determ ned by
using the nortality table, if any, and the interest rate, or
rates, specified in such contracts for determ ning guaranteed
benefits. The valuation considerations are the portions of
the respective gross considerations applied under the terns
of such contracts to determ ne nonforfeiture val ues.
(6) (a) Applicability of this subsection. (i) The
interest rates used in determining the mninmm standard
for the valuation of
(A all life insurance policies issued in a
particul ar cal endar year, on or after the operative
date of subsection (4c) of Section 229.2 (Standard
Nonforfeiture Law),
(B) all individual annuity and pure endowrent
contracts issued in a particular calendar vyear
endi ng on or after Decenber 31, 1983,
(O all annui ties and pure endownent s
purchased in a particular cal endar year ending on or
after Decenber 31, 1983, under group annuity and
pure endownent contracts, and
(D) the net increase in a particular cal endar
year ending after Decenber 31, 1983, in amounts held
under guaranteed interest contracts
shall be the cal endar year statutory valuation interest
rates, as defined in this subsection.

(b) Cal endar Year Statutory Valuation Interest
Rat es.

(1) The calendar year statutory val uation
interest rates shall be determ ned according to the
followng formulae, rounding "I" to the nearest
. 25%

(A) For life insurance,
| =.03 + W(RL - .03) + W2 (R2 - .09).

(B) For single prem um i mredi at e
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annuities and annuity benefits involving life
contingencies arising fromother annuities with
cash settlenment options and from guaranteed

i nt er est contracts with cash settl enent

opti ons,

| = .03 + W (R - .03) or with prior
approval of the Director I = .03 + W (Rq -
. 03).

For the purposes of this subparagraph (i), "I"
equals the cal endar year statutory val uation
interest rate, "R' 1is the reference interest rate
defined in this subsection, "R1" is the lesser of R
and .09, "R2" is the greater of Rand .09, "Rq" is
the quarterly reference interest rate defined in
this subsection, and "W is the weighting factor
defined in this subsection.

(© For ot her annui ties W th cash
settlenment options and guaranteed i nt erest
contracts wth cash settlenment options, val ued
on an issue year basis, except as stated in
(B), the formula for life insurance stated in
(A applies to annuities and guar ant eed
interest contracts with guarantee durations in
excess of 10 years, and the formula for single
prem um i medi ate annuities stated in (B) above
applies to annuities and guaranteed interest
contracts with guarantee durations of 10 years
or |ess.

(D) For other annuities wth no cash
settlenment options and for guaranteed interest
contracts with no cash settlenent options, the
formula for single premumimedi ate annuities
stated in (B) applies.

(E) For ot her annuities W th cash
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settlenment options and guaranteed I nt erest

contracts wth cash settlenment options, val ued

on a change in fund basis, the fornula for
single premum imediate annuities stated in

(B) applies.

(i) If the cal endar year statutory valuation
interest rate for any life insurance policy issued
in any cal endar year determ ned wi thout reference to
this subparagraph differs from the corresponding
actual rate for simlar policies issued in the
i mredi ately preceding calendar vyear by less than
.5% the cal endar year statutory valuation interest
rate for such life insurance policy shall be the
correspondi ng act ual rate for the immediately
precedi ng cal endar year. For purposes of applying
this subpar agraph, the calendar year statutory
valuation interest rate for life insurance policies
issued in a calendar year shall be determ ned for
1980, using the reference interest rate defined for
1979, and shall be determ ned for each subsequent
cal endar year regardl ess of when subsection (4c) of
Section 229.2 (Standard Nonforfeiture Law) becones
operati ve.

(c) Weighting Factors.

(1) The weighting factors referred to in the
formulae stated in paragraph (b) are given in the
foll ow ng tables.

(A) Weighting Factors for Life Insurance.

Wei ghti ng
Fact ors
S . 50
10, but not npbre than 20 . 45
20 .35
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For life insurance, the guarantee duration
is the maximum nunber of vyears the life
insurance can remain in force on a basis
guaranteed in the policy or under options to
convert to plans of life insurance wth prem um
rates or nonforfeiture values or both which are
guaranteed in the original policy.

(B) The weighting factor for single
premum imrediate annuities and for annuity
benefits involving life contingencies arising
from other annuities wth cash settlenent
options and guaranteed interest contracts wth
cash settlenent options is .80.

(© The wei ghti ng factors for other
annui ties and for guar ant eed i nt er est
contracts, except as stated in (B) of this
subparagraph (i), shall be as specified in
tables (1), (2), and (3) of this subpart (O
according to the rules and definitions in (4),
(5) and (6) of this subpart (C

(1) For annuities and guaranteed interest
contracts val ued on an issue year basis.

Wei ghti ng Factor
for Plan Type

A B C
.80 .60 .50
5, but not
10. .75 .60 .50
10, but not
20. .65 .50 .45
20. .45 .35 .35

(2) For annuities and guaranteed interest
contracts valued on a change in fund basis, the

factors shown in (1) for Plan Types A, B and C
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are i ncreased by . 15, . 25 and . 05,
respectively.

(3) For annuities and guaranteed interest
contracts valued on an issue year basis, other
than those with no cash settlenent options,
whi ch do not guar ant ee i nt erest on
considerations received nore than one year
after issue or purchase, and for annuities and
guar ant eed interest contracts valued on a
change in fund basis which do not guarantee
interest rates on considerations received nore
than 12 nont hs beyond the valuation date, the
factors shown in (1), or derived in (2), for
Plan Types A, B and C are increased by .O05.

(4) For ot her annuities W th cash
settlenment options and guaranteed I nt erest
contracts wth cash settlenent options, the
guarantee duration is the nunber of vyears for
whi ch the contract guarantees interest rates in
excess of the cal endar year statutory val uation
interest rate for life insurance policies with
guarantee durations in excess of 20 years. For
other annuities wth no cash settl enment
options, and for guaranteed interest contracts
with no cash settlenment options, the guarantee
duration is the nunber of years fromthe date
of issue or date of purchase to the date
annuity benefits are scheduled to conmence.

(5 The plan types wused in the above
tabl es are defined as foll ows.

Plan Type Ais a plan under which the
policyholder my not wthdraw funds, or may
w thdraw funds at any tine but only (a) with an

adjustnment to reflect changes in interest rates
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or asset values since receipt of the funds by
the insurance conpany, (b) wthout such an
adj ustnent but in installnents over 5 years or
nmore, or (c) as an imediate life annuity.

Plan Type B is a plan under which the
policyholder my not wthdraw funds before
expiration of the interest rate guarantee, or
may W thdraw funds before such expiration but
only (a) with an adjustnent to reflect changes
ininterest rates or asset values since receipt
of the funds by the insurance conpany, or (b)
w thout such adjustnent but in installnents
over 5 years or nore. At the end of the
interest rate guarantee, funds may be w t hdrawn
W t hout such adjustnment in a single sum or
install ments over less than 5 years.

Plan Type C 1is a plan under which the
pol i cyhol der may w thdraw  funds bef ore
expiration of the interest rate guarantee in a
single sumor installnents over less than 5
years either (a) wi thout adjustnment to reflect
changes in interest rates or asset val ues since
recei pt of the funds by the insurance conpany,
or (b) subject only to a fixed surrender charge
stipulated in the contract as a percentage of
t he fund.

(6) A conpany may el ect to value
guar ant eed i nt er est contracts W th cash
settlement options and annuities wth cash
settlenment options on either an 1issue year
basis or on a change in fund basis. Guaranteed
interest contracts with no cash settlenent
options and other annuities wth no cash

settlenment options shall be valued on an issue
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year basis. As used in this Section, "issue
year basis of valuation" refers to a valuation
basi s under which the interest rate used to
determine the mninmm valuation standard for
the entire duration of t he annuity or
guaranteed interest <contract is the cal endar
year valuation interest rate for the year of
issue or year of purchase of the annuity or
guaranteed interest contract. "Change in fund
basis of valuation", as used in this Section,
refers to a valuation basis under which the
interest rate used to determ ne the m ni num
val uation standard applicable to each change in
the fund held under the annuity or guaranteed
i nt er est contract IS t he cal endar year
valuation interest rate for the year of the
change in the fund.

(d) Reference Interest Rate. (i) The reference

interest rate referred to in paragraph (b) of this

subsection is defined as foll ows.

(A) For all life insurance, the reference
interest rate is the | esser of the average over a
period of 36 nonths, and the average over a period
of 12 nonths, with both periods ending on June 30,
or with prior approval of the Director ending on
Decenber 31, of the cal endar year next preceding the
year of issue, of Mwody's Corporate Bond Yield
Average - Monthly Average Corporates, as published
by Moody's Investors Service, Inc.

(B) For single premuminmedi ate annuities and
for annuity benefits involving life contingencies
arising from other annuities with cash settlenent
options and guaranteed interest contracts with cash

settlenment options, the reference interest rate is
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the average over a period of 12 nonths, ending on
June 30, or wth prior approval of the Director
endi ng on Decenber 31, of the cal endar year of issue
or year of purchase, of Myody's Corporate Bond Yield
Average - Monthly Average Corporates, as published
by Moody's Investors Service, Inc.

(© For annuities with cash settlenent options
and guar ant eed i nt er est contracts with cash
settlenment options, valued on a year of issue basis,
except those described in (B), wth guar ant ee
durations in excess of 10 years, the reference
interest rate is the |l esser of the average over a
period of 36 nonths and the average over a period of
12 nont hs, ending on June 30, or with prior approval
of the Drector ending on Decenber 31, of the
cal endar year of 1issue or purchase, of Moody's
Cor por at e Bond Yield Aver age- Mont hl y Aver age
Cor por at es, as published by Moody's Investors
Service, Inc.

(D) For other annuities with cash settlenent
options and guaranteed interest contracts with cash
settlenment options, valued on a year of issue basis,
except those described in (B), wth guar ant ee
dur ations of 10 vyears or less, the reference
interest rate is the average over a period of 12
nmont hs, ending on June 30, or with prior approval of
the Director ending on Decenber 31, of the cal endar
year of issue or purchase, of Mody's Corporate Bond
Yield Aver age- Mont hl y Aver age Cor por at es, as
publ i shed by Muody's Investors Service, |nc.

(E) For annuities with no cash settlenent
options and for guaranteed interest contracts wth
no cash settlenent options, the reference interest

rate is the average over a period of 12 nonths,
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ending on June 30, or with prior approval of the

Director ending on Decenber 31, of the cal endar year

of issue or purchase, of Mody's Corporate Bond

Yield Aver age- Mont hl y Aver age Cor por at es, as

publ i shed by Muody's Investors Service, |nc.

(F) For annuities with cash settlenment options
and guar ant eed i nt er est contracts with cash
settlenment options, valued on a change in fund
basis, except those described in (B), the reference
interest rate is the average over a period of 12
nmont hs, ending on June 30, or with prior approval of
the Director ending on Decenber 31, of the cal endar
year of the change in the fund, of Mody's Corporate
Bond Yi el d Average-Mnthly Average Corporates, as
publ i shed by Muody's Investors Service, |nc.

(G For annuities valued by a fornula based on
Rg, the quarterly reference interest rate is, with
the prior approval of the D rector, the average
within each of the 4 consecutive calendar year
quarters ending on March 31, June 30, Septenber 30
and Decenber 31 of the calendar year of issue or
year of purchase of Mwody's Corporate Bond Yield
Aver age- Mont hly Average Corporates, as published by
Moody's I nvestors Service, Inc.

(e) Alternative Method for Determning Reference
Interest Rates. |In the event that the Mody's Corporate
Bond Yield Average-Mnthly Average Corporates 1S no
| onger published by Mbody's Investors Services, Inc., or
in the event that the National Association of |nsurance
Comm ssioners determnes that Mwody's Corporate Bond
Yi el d Average-Mnthly Average Corporates as published by
Moody's Investors Service, Inc. is no | onger appropriate
for the determnation of the reference interest rate,

then an alternative nmethod for determnation of the
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reference interest rate, which is adopted by the Nati onal

Associ ation of Insurance Conm ssioners and approved by

regul ati ons pr omul gat ed by t he Director, may be

substi t ut ed.

(7) Mninmum Standards for Health (D sability, Accident
and Si ckness) Pl ans. The Director shall promulgate a
regul ati on containing the m ninum standards applicable to the
valuation of health (disability, sickness and accident)
pl ans.

(Source: P.A 91-357, eff. 7-29-99.)

(215 I LCS 5/401.5)

Sec. 401.5. Investigation of insurance |aw violations.

(a) If the Director of Insurance has cause to believe
that a person has engaged in, or is engaging in, an act,

activity, or practice that constitutes a business offense,

m sdeneanor, or felony violation of the Illinois |Insurance
Code or related insurance laws, he or she shall designate
appropriate investigators or agents to investigate the

violations. For purposes of <carrying out investigations
under this Section, the Departnment of Insurance is deened a
crimnal justice agency under all federal and State laws and
regul ati ons, and as such shall have access to any information
that concerns or relates to a violation of the Illinois
| nsurance Code or related insurance |aws and that IS
avai lable to crimnal justice agencies.

(b) The Director of Insurance nay transmt or receive
witten or oral information relating to possible violations
of the insurance laws of this State received by or from any
other crimnal justice agencies, whether federal, State, or
local, if, in the opinion of the Director, the transmttal is
appropriate and may further the effective prevention of
crimnal activities.

(c)(1) The Departnent of I|Insurance's papers, docunents,
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reports, or evi dence relevant to the subject of an
i nvestigation under this Sectionis not subject to public
inspection for so long as the D rector Pepartrent deens
reasonably necessary to conplete the investigation, to
protect the person investigated fromunwarranted injury, or

to be in the public interest. Docunents, materials, or other

information in the possession or control of the Director that

are provided pursuant to this Section or obtained by the

Director in an investigation of suspect ed f raudul ent

i nsurance acts shall be confidential by |l aw and privil eged,

shall not be subject to the Freedom of Information Act, shal

not be subject to subpoena, and shall not be subject to

di scovery or adnission into evidence in any private civil

action. However, the Director is authorized to use the

docunents, materials, or other information in the furtherance

of any requlatory or legal action brought as a part of the

Director's official duties. Further;-the--papers;--docunents;

Feports;---or---evidence---relevant--to--the--subjeet--of--an
tAvestt gatt on- under - t hi s- Seet t on-+ s- not - subj ect - -t - - subpoena
untt } - - opened-f or - publ t €-t nspeet t on- by- t he- Depar t prent ; - unl ess
t he- Depart rent - - eonsents;--or--until;--after--notiee--to--the
Pepar t rent - and- a- heart ng; -t he- eourt - det er M nes-t he- Pepar t rent
woul d- - net - - be- - unneeessart | y- - hi nder ed- - by- t he- subpeoena: - - No
offteer;-agent;-or-enpltoyee-of -the-Department-ts--subjeet--to
subpeena-tn-ectvil-actions-by-a-court-of-this-State-to-testify
conecer At ng--a-- ratt er - - of - - whi eh- - t hey- have- knewt edge- under - a
pendt hg- t Asur ance- fraud- t Avest + gat t on- by- t he- Depar t rent -

(2) Neither the Director nor any per son who

recei ved docunents, materials, or other infornmation while

acting under the authority of the Director shall be

permtted or required to testify in any private civil

action concerning any confidential docunments, naterials,

or information subject to paragraph (1).

(3) In order to assist in the performance of the
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Director's duties, the Director:

of

(A) may share docunents, materials, or other

i nformati on, i ncl udi ng t he confidenti al and

privil eged docunents, materials, or information

subject to paragraph (1), with other state, federal,

and international requl atory agencies, wth the

Nati onal Associ ati on of | nsurance Comm ssioners and

its affiliates or subsidiaries, and wth state,

f eder al , and i nt ernati onal | aw enf or cenent

authorities, provided that the recipient agrees to

mai ntain the confidentiality and privileged status

of the docunent, material, or other information;

(B) may receive docunents, materials, or

information, including otherwise confidential and

privileged docunents, materials, or infornation,

from the Nat i onal Associ ati on of | nsur ance

Conmi ssioners and its affiliates or subsidiari es and

from requlatory and law enforcenent officials of

other foreign or donestic jurisdictions, and shal

mai ntain as confidential or privileged any docunent,

material, or information received with notice or the

understanding that it is confidential or privil eged

under the laws of the jurisdiction that is the

source of the docunent, material, or information;

and

(©O nmay enter into agreenents governing the

sharing and use of information consistent with this

subsecti on.

(4) No waiver of any applicable privilege or claim

confidentiality in the docunents, nmaterials, or

information shall occur as a result of disclosure to the

Director under this Section or as a result of sharing

aut hori zed in paragraph (3).

(d)

No insurer, or enployees or agents of an insurer,
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are subject to civil liability for |libel or otherw se by
virtue of furnishing information required by the insurance
laws of this State or required by the Departnment of |nsurance
as aresult of its investigation. No cause of action exists
and no liability may be inposed, either <civil or crimnal,
against the State, the D rector, any officer, agent, or
enpl oyee of the Departnent of Insurance, or individuals
enpl oyed or retained by the Director, for an act or om ssion
by themin the performance of a power or duty authorized by
this Section, unless the act or om ssion was performed in bad
faith and with intent to injure a particul ar person.

(e) The powers vested in the Director by this Section
are additional to other powers and renedies vested in the
Director by law, and nothing in this Section shall be
construed as requiring that the Director shall enploy the
powers conferred in this Section instead of or as a condition
precedent to the exercise of any other power or renedy vested
in the D rector. The Director my establish systens and
procedures for carrying out investigations under this Section
as are necessary to avoid the inpairnment or conpromse of his
or her authority under this Section or any other law relating
to the regul ation of insurance.

(Source: P.A 89-234, eff. 1-1-96.)

(215 ILCS 5/404) (from Ch. 73, par. 1016)

Sec. 404. Ofice of Director; A public of fice;
destruction or disposal of records, papers, docunents, and
menor anda.

(1) (a) The office of the Director shall be a public
office and the records, books, and papers thereof on file
therein, except those records or docunents containing or
di scl osi ng any anal ysi s, opi nion, calculation, ratio,
recommendation, advice, viewpoint, or estimation by any

Departnent staff regarding the financial or market condition
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of an insurer not otherwi se nade part of the public record by
the Director, shall be accessible to the inspection of the
public, except as the Director, for good reason, my decide
otherwi se, or except as nay be otherwise provided in this
Code.

(b) Except where another provision of this Code
expressly prohibits a disclosure of confidential information
to the specific officials or organizations described in this
subsecti on, t he Di rector may di sclose or share any
confidential records or information in his custody and
control with any insurance regulatory officials of any state
or country, with the |law enforcenent officials of this State,
any other state, or the federal governnment, or with the
Nat i onal Association of |Insurance Comm ssioners, upon the
witten agreenment of the official or organization receiving
the information to hold t he i nformation or records
confidential and in a manner consistent wth this Code,

including a requirenment that any recipient of the docunents,

mat eri al s, or other information shall not be pernmtted or

required to testify in any private civil action concerning

t hose documents, naterials, or other infornation received.

(c) The Director shall muintain as confidential any
records or information received fromthe National Association
of Insurance Conmm ssioners or insurance regulatory officials
of ot her states which is confidential in that other
jurisdiction.

(2) Upon the filing of the examnation to which
they relate, the Director 1is authorized to destroy or
ot herwi se di spose of all working papers relative to any
conpany whi ch has been exam ned at any tine prior to that
| ast examnation by the Departnent, so that in such
ci rcunstances only current working papers of that |ast
exam nation may be retained by the Departnent.

(3) Five years after the conclusion of the
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transactions to which they relate, the Drector is
aut hori zed to destroy or otherw se dispose of all books,
records, papers, nenoranda and correspondence directly
related to consuner conplaints or inquiries.

(4) Two vyears after t he concl usi on of t he
transactions to which they relate, the Drector is
authorized to destroy or otherw se dispose of all books,
records, papers, nenoranda, and correspondence directly
related to all void, obsolete, or superseded rate filings
and schedules required to be filed by statute; and al
i ndi vidual conpany rating experience data and al
records, papers, docunent s and menoranda in the
possession of the Director relating thereto.

(5 Five years after the concl usi on of t he
transactions to which they relate, the Drector is
aut hori zed to destroy or otherw se dispose of al
exam nation reports of conpanies made by the insurance
supervisory officials of states other than Illinois;
applications, requisitions, and requests for |icenses;
all records of hearings; and all simlar records, papers,
docunent s, and nmenoranda in the possession of the
Director.

(6) Ten vyears after t he concl usi on of t he
transactions to which they relate, the Drector is
aut hori zed to destroy or otherw se dispose of al
of ficial correspondence of foreign and alien conpanies,
al | foreign conpanies’ and alien conpanies' annual
statenents, valuation reports, tax reports, and al
simlar records, papers, docunents and nenoranda in the
possession of the Director.

(7) \Whenever any records, papers, docunents or
menor anda are destroyed or ot herw se di sposed of pursuant
to the provisions of this section, the Drector shal

execute and file in a separate, permanent office file a
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certificate [isting and setting forth by summary
description the records, papers, docunents or nenoranda
so destroyed or otherw se disposed of, and the D rector
may, in his discretion, preserve copies of any such
records, papers, docunents or nenoranda by neans of
m crofil mng or photographing the sane.

(8 This Section shall apply to records, papers,
docunents, and nenoranda presently in the possession of
the Director as well as to records, papers, docunents,
and nmenoranda hereafter comng into his possession.

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

(215 I LCS 5/500- 85)

Sec. 500-85. Notification of termnation; immunity;
confidentiality.

(a) An insurer or authorized representative of an
i nsurer t hat term nat es t he appoi ntment, enpl oynment,
contract, or other insurance business relationship with a
producer nmust notify the Director wwthin 30 days foll ow ng
the effective date of the termnation, wusing a format
prescribed by the Director, if the reason for termnation 1is
one of the reasons set forth in Section 500-70 or the insurer
has know edge the producer was found by a court, governnent
body, or self-regulatory organization authorized by law to
have engaged in any of the activities in Section 500-70. Upon
witten request by the Director, the insurer nust provide
addi tional information, documents, records, or other data
pertaining to the termnation or activity of the producer.

(b) The insurer or the authorized representative of the
insurer nust pronptly notify the Director in a formt
acceptable to the Director if, wupon further review or
investigation, the insurer discovers additional information
t hat woul d have been reportable to the Director in accordance

with subsection (a) had the insurer then known of its
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exi stence.

(c) Wthin 15 days after rmaking t he notification
requi red by subsections (a) and (b), the insurer nust mail a
copy of the notification to the producer at his or her |ast
known address. | f the producer is termnated for cause for
any of the reasons listed in Section 500-70, the insurer nust
provide a copy of the notification to the producer at his or
her last known address by certified mail, return receipt
request ed, postage prepaid or by overnight delivery wusing a
nationally recogni zed carrier.

Wthin 30 days after the producer has received the
original or additional notification, the producer nmay file
witten comments concerning the substance of the notification
with the Drector. The producer nust, by the sane neans,
si mul taneously send a copy of the coments to the reporting
insurer, and the coments shall beconme a part of the
Director's file and acconpany every copy of a report
distributed or disclosed for any reason about the producer as
permtted under this Code.

(d) There shall be no liability on the part of, nor
shall a <cause of action of any nature arise against, an
insurer, the authorized representative of the insurer, a
producer, the D rector, or an organization of which the
Director is a nmenber for any information, docunents, records,
or statenents provided pursuant to this Section.

(e) An insurer, the authorized representative of the
insurer, or a producer that fails to report as required under
the provisions of this Section or that is found to have
reported with malicious intent by a court of conpetent
jurisdiction my, after notice and hearing, have its license
or certificate of authority suspended or revoked and may be
subjected to a civil penalty.

(f) Confidentiality. (1) Any docunents, materials, or

other information in the possession or control of the
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Director that are furnished by an insurer, producer, or an

enpl oyee or agent thereof acting on behalf of the insurer or

producer, or obtained by the Director in an investigation

pursuant to this Section shall be confidential by |aw and

privileged, shall not be subject to t he Freedom of

Information Act, shall not be subject to subpoena, and shal

not be subject to discovery or adm ssion into evidence in any

private civil action. However, the Director is authorized to

use the docunents, materials, or other information in the

furtherance of any requlatory or legal action brought as a

part of the Director's official duties.

(2) Neither the Director nor any person who received

docunents, materials, or other information while acting under

the authority of the Director shall be permtted or required

to testify in any private civil action concerning any

confidential docunents, materials, or infornmation subject to

par agraph (1).

(3) In order to assist in the performance of the

Director's duties, the Director:

(A may share docunents, materials, or other

i nformati on, i ncl udi ng t he confidenti al and

privileged docunents, materials, or i nf ornati on

subject to paragraph (1), with other state, federal,

and international requl atory agencies, wth the

Nati onal Associ ation of insurance Conm ssioners, its

affiliates or subsidiaries, and with state, federal

and i nt ernati onal |law enforcenent authorities,

provided that the recipient agrees to naintain the

confidentiality and privil eged status of the

docunent, material, or other infornation;

(B) nmay receive docunents, mat eri al s, or

information, including otherwise confidential and

privileged docunents, naterials, or infornmation,

from the Nat i onal Associ ati on of | nsur ance
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Commi ssioners, its affiliates or subsidiaries and

from requlatory and law enforcenent officials of

other foreign or donestic jurisdictions, and shal

mai ntain as confidential or privileged any docunent,

material, or information received with notice or the

understanding that it is confidential or privil eged

under the laws of the jurisdiction that is the

source of the docunent, material, or information;

and

(©O may enter into agreenents governing the

sharing and use of information consistent with this

subsecti on.

(4) No waiver of any applicable privilege or <claim of

confidentiality in the docunents, materials, or infornmation

shall occur as a result of disclosure to the Director under

this Section or as a result of sharing authorized in

par agr aph (3).

(5) Nothing in this Section shall prohibit the D rector

fromreleasing final, adjudicated actions, including for

cause termnations that are open to public inspection, to a

dat abase or other clearinghouse service nmnmamintained by the

Nati onal Associ ati on of | nsurance Comm ssioners or affiliates

or subsidiaries of the National Association of |nsurance

Conmi Ssi oners.

(Source: P.A 92-386, eff. 1-1-02.)

(215 ILCS 5/511.109) (from Ch. 73, par. 1065.58-109)

Sec. 511.109. Exam nation.

(a) The Director or his designee may exam ne any
applicant for or holder of an admnistrator's |icense.

(b) Any admnistrator being exam ned shall provide to
the Director or his designee convenient and free access, at
all reasonable hours at their offices, to all books, records,

docunents and other papers relating to such admnistrator's
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busi ness affairs.

(c) The Director or his designee my adm nister oaths
and thereafter exam ne any individual about the business of
the adm ni strator.

(d) The exam ners designated by the Director pursuant to
this Section may nake reports to the Director. Any report
al | egi ng substantive vi ol ati ons of this Article, any
applicable provisions of the Illinois Insurance Code, or any
applicable Part of Title 50 of the Illinois Admnistrative

Code shall be in witing and be based upon facts obtained by

t he exam ners. The report shall be verified by the
exam ners.
(e) If areport is nmade, the Drector shall either

deliver a duplicate thereof to the admnistrator being
examned or send such duplicate by certified or registered
mail to the adm nistrator's address specified in the records
of t he Depart ment. The Di rector shall afford the
adm ni strator an opportunity to request a hearing to object
to the report. The admnistrator nmay request a hearing
within 30 days after receipt of the duplicate of the
exam nation report by giving the Director witten notice of
such request together with witten objections to the report.
Any hearing shall be conducted in accordance wth Sections
402 and 403 of this Code. The right to hearing is waived if
the delivery of the report is refused or the report is
otherwi se wundeliverable or the adm nistrator does not tinely
request a hearing. After the hearing or upon expiration of
the time period during which an adm nistrator may request a
hearing, if the exam nation reveals that the adm nistrator is
operating in violation of any applicable provision of the
II'linois Insurance Code, any applicable Part of Title 50 of
the Illinois Admnistrative Code or prior or der, t he
Director, in the witten order, may require the adm ni strator

to take any action the Director considers necessary or
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appropriate in accordance wth the report or examnation
hearing. |If the Director issues an order, it shall be issued
within 90 days after the report is filed, or if there is a
hearing, within 90 days after the conclusion of the hearing.
The order is subject to review under the Adm nistrative
Revi ew Law.

(f)(1) Any docunents, materials or other information in

the possession or control of the Director that are furni shed

by a third party adm nistrator, i nsurer, pr oducer, or an

enpl oyee or agent thereof acting on behalf of the third party

adm ni strator, insurer, producer, or obtained by the D rector

in an exam nati on shal | be confidenti al by law and

privileged, shall not be subject to t he Freedom of

Information Act, shall not be subject to subpoena, and shal

not be subject to discovery or adm ssion into evidence in any

private civil action. However, the Director is authorized to

use the docunents, materials, or other information in the

furtherance of any requlatory or legal action brought as a

part of the Director's official duties.

(2) Neither the D rector nor any person who received

docunents, materials, or other infornmation while acting under

the authority of the Director shall be permtted or required

to testify in any private civil action concerning any

confidential docunents, materials, or infornmation subject to

par agraph (1).

(3) In order to assist in the performance of the

Director's duties, the Director:

(A may share docunents, materials, or other

i nformati on, i ncl udi ng t he confidenti al and

privileged docunents, materials, or i nf ornati on

subject to paragraph (1), with other state, federal,

and international requl atory agencies, wth the

Nati onal Association of | nsurance Conmm ssioners and

its affiliates or subsidiaries, and wth state,
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f eder al , and i nt ernati onal | aw enf or cenent

authorities, provided that the recipient agrees to

mai ntain the confidentiality and privil eged status

of the docunent, material, or other information;

(B) nmay receive docunents, mat eri al s, or

information, including otherwise confidential and

privileged docunents, nmaterials, or infornmation,

from the Nat i onal Associ ati on of | nsur ance

Conmi ssioners and its affiliates or subsidiari es and

fromreqgulatory and |law enforcenent officials of

other foreign or donestic jurisdictions, and shal

mai ntain as confidential or privileged any docunent,

material, or information received with notice or the

understanding that it is confidential or privil eged

under the laws of the jurisdiction that is the

source of the docunent, mmterial, or information;

and

(©O nmay enter into agreenents governing the

sharing and use of information consistent with this

subsecti on.

(4) No waiver of any applicable privilege or claim

of confidentiality in the docunents, nmaterials, or

information shall occur as a result of disclosure to the

Director under this Section or as a result of sharing

aut hori zed in paragraph (3).

(Source: P.A 84-887.)

Section 99. Effective date. This Act takes effect upon

becom ng | aw.
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