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AMENDMENT TO SENATE BI LL 717

AVENDMENT NO. .  Anend Senate Bill 717, AS AMENDED,
by replacing the title with the foll ow ng:

"AN Act concerning insurer insolvency."; and

by replacing everything after the enacting clause with the

fol | ow ng:

"Section 5. The Illinois Insurance Code is anended by
changing Sections 107a.13, 107a.14, 107a.15, and 205 as

foll ows:

(215 | LCS 5/ 107a. 13)

Sec. 107a.13. Goup Wirkers' Conpensati on Pool
I nsol vency Fund.

(a) Al qualified group workers' conpensation pools
shal |l pay a sumequal to 0.5%of all conpensation and nedi cal
service paynents nmade under either the Wrkers' Conpensation
Act or the Workers' COccupational Di seases Act during the 6
months imediately preceding the date of paynment, into the
G oup Wrkers' Conpensation Pool 1nsolvency Fund, t he
successor fund to the Goup Self-lInsurers' Insolvency Fund.
On the effective date of this anendatory Act of the 91st

Ceneral Assenbly, all noneys in the Goup Self-Insurers
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| nsol vency Fund shall be transferred into the G oup Wrkers
Compensati on Pool Insolvency Fund.

(b) The State Treasurer is ex-officio custodian of the
G oup Wirkers' Conpensation Pool Insolvency Fund. Mneys in
the Fund shall be deposited the sanme as are State funds and
any interest accruing on noneys in the Fund shall be added to
the Fund every 6 nonths. The Fund shall be subject to audit
the sanme as State funds and accounts and shall be protected
by the general bond given by the State Treasurer. The Fund
shall be considered always appropriated for the purposes of
conpensati ng enpl oyees who are eligible to receive benefits
from their enployers pursuant to the provisions of the
Wor kers' Conpensation Act or Wirkers' Cccupational Diseases
Act when their enployer is a nenber of a qualified group
wor kers' conpensation pool and the qualified group workers
conpensation pool has becone unable to pay conpensation and
medi cal service paynents due to financial insolvency either
prior to or followng the date of award. Mneys in the Fund
may be used to conpensate any type of injury or occupational
di sease that is conpensable under either the W rkers
Conmpensation Act or the Wrkers' QOccupational D seases Act,

to pay for or reinburse medical clains covered under either

of those Acts, and to pay the expenses incurred in the

adm nistration and adjudication of clains on behalf of the

Fund. The Director of lnsurance State--Jreasurer shall be

joined with the qualified group workers' conpensation pool as
party respondent in any claimor application for adjustnent
of claim filed agai nst a qualified group  workers

conpensation pool whenever the conpensation and nedical
services provided pursuant to this Article may be unpaid by
reason of default of an insolvent qualified group workers'

conpensati on pool . As of the effective date of this

anendatory Act of the 92nd General Assenbly, the Director is

substituted for the State Treasurer as party respondent in
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any workers' conpensati on proceeding to which the Treasurer

has been previously added as a party under this Section.

(c) Paynment shall be nade out of the Goup Wrkers
Compensati on Pool Insolvency Fund only wupon order of the
Director and only after the penal sumof the fidelity bond
and securities, if any, has been exhausted. It shall be the
obligation of a qualified group workers' conpensati on pool or

its successor, excluding any purchaser under a | oss portfolio

transfer of business negoti ated and approved by the D rector,

to make arrangenents to repay the G oup Wrkers' Conpensation
Pool Insolvency Fund for all noneys paid out in its behalf.
The Director is authorized to nmnake arrangenments wth the
qualified group workers' conpensation pool as to terns of
repaynent. The obligations of qualified group workers

conpensati on pools to make contributions to the G oup
Wor kers' Conpensati on Pool Insolvency Fund shall be waived on
any January 1 or July 1, if the Fund has a positive bal ance
of at least $2,000,000 on the date one nonth prior to the
date of paynent.

(Source: P.A 91-757, eff. 1-1-01.)

(215 I LCS 5/107a. 14)
Sec. 107a.14. Goup workers' conpensati on pool s

assessnent provisions; nmanagenent of the Fund.

(a) Wen the Drector determnes by neans of audit,
annual certified statenent, actuarial opinion, or otherw se
that the assets possessed by a pool are less than the
reserves required together with any other unpaid liabilities,
he or she shall order the pool trustees to assess the
i ndi vidual pool participants in an anmount not |less than
necessary to correct the deficiency. This Section is not
intended to restrict or preclude the trustees fromtine to
tinme | evying assessnents or increasing premum deposits in

accordance with the pooling agreenent.
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(b) When the Director determ nes that the conpensation
and nedi cal services provided pursuant to this Article nay be
unpai d by reason of the default of an insolvent qualified
group workers' conpensation pool and the penal sum of the
fidelity bond and the securities provided by the qualified
group  workers' conpensation pool are about to becone
exhausted, the Director shall declare the qualified group
wor kers' conpensation pool to be in default and first |evy
upon and collect fromthe individual enployer nenbers of the
qualified group workers' conpensation pool in default an
assessnment to assure pronpt paynent of conpensation and
medi cal services. No assessnent of any individual enployer
menber of the qualified group workers' conpensation pool nade
pursuant to this subsection shall exceed 25% of the average
annual contribution paid by that enployer over the previous
3-year period; however, if the Goup Wrkers' Conpensation
Pool Insolvency Fund is then for any reason financially
unabl e to assure pronpt paynent of conpensation and nedical
servi ces, the enployer nmenber nay be assessed wthout
l[imtation. If and only if (1) t he G oup Wor ker s
Conpensation Pool Insolvency Fund has a positive bal ance of

less than $1,000,000 exclusive of any anpunts received

directly or indirectly fromthe General Revenue Fund or any

dedicated fund of the State of Illinois, (ii) the D rector

has declared a qualified group workers' conpensation pool to
be in default, and (iii) the G oup Wrkers' Conpensation Pool
I nsolvency Fund is financially unable to pay all enpl oyees

whose conpensation and nedical services remain unpaid have

been- approved, the Director shall |evy upon and collect from
all qualified group workers' conpensation pools an assessnent
to provide the bal ance necessary to assure pronpt paynent of

approved conpensation and nedical services. The assessnent

shal | be allocated anmong the qualified qgroup workers

conpensation pools based upon the ratio of (1) the average
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annual premium witten by each qualified qgroup workers

conpensation pool over the 3-year period prior to the year in

which the liquidation order, obtained pursuant to Article

Xl of this Code, was issued regarding the qualified group

wor kers' conpensati on pool in default or any qroup self

insurer in default that exi sted under the repeal ed Section 4a

of the W rkers' Conpensation Act or the repeal ed Secti on 4a

of the Wirkers' QCccupational Disease Act to (2) the aqgregate

average annual premium witten by all qualified gr oup

wor ker s' conpensation pools over the 3-year period prior to

the vear in which the liquidation order was issued. A

qualified workers' conpensation pool in runoff or that has

transferred or is transferring its liabilities shall not be

exenpt from this assessnent. The assessnent shall apply for

any qualified workers' conpensation pool in default or any

wor ker s' conpensation pool in default that existed under the

repealed | aw previously cited in this subsection and for

whi ch an order of liquidation has been obtained after July 1,

2000. If an insurance carrier becones liable for workers
conpensati on and occupational diseases paynents under the
terms of the policy covering the qualified group workers
conpensation pool, the carrier shall make appropriate
paynments and paynents fromthe Fund shall cease. Paynents
fromthe Fund shall resune only when the insurance carrier's
l[iability is exhausted.

(c) Any appropriation or loan fromthe General Revenue

Fund or a transfer of noneys from dedicated funds to the

G oup Wrkers' Compensati on Pool |nsolvency Fund shall be a

liability to the General Revenue Fund or the dedicated funds

from whi ch noneys were received.

(d) The liquidator of an insolvent group workers

conpensation pool shall pernmt access by the Fund or its

authorized representatives to the insolvent group workers'

conpensation pool's records that are necessary for the Fund
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in carrying out its functions under this Article with reqgard

to covered clains. In addition, the |iquidator shall provi de

the Fund or its representative with copies of those records

upon the request and at the expense of the Fund.

(e) The Fund shall be deened the insolvent gr oup

wor ker s' conpensation pool to the extent of the Fund's

obligation for covered clains and, to that extent, shall have

all rights, duties, and obligations of the insolvent qgroup

wor ker s' conpensation pool, subject to the linmtations

provided in this Article, as if t he group wor ker s

conpensati on pool had not becone insolvent, wth the

exception that the liquidator shall retain the sole right to

pursue any contractual assessnents, rei nsurance proceeds,

sal vage or subrogation obligations, or other obligati ons owed

to the insolvent group workers' conpensation pool.

(f) An insured or claimant seeking the protection of

this Article shall cooperate with the Fund to the sane extent

as that person would have been required to cooperate with the

i nsol vent group workers' conpensati on pool.

(g) The Fund shall be recogni zed as a clainant in the

i quidation of an insolvent group workers' conpensati on pool

f or any amounts paid by the Fund on covered clains

obligations as deternined wunder this Article and shal

receive dividends at the priority set forth in paragraph (d)

of subsection (1) of Section 205 of this Code. The |i qui dator

of an insolvent qroup workers' conpensation pool shall be

bound by determinations of covered claim eligibility under

this Article and by settlenments of clains made by the Fund on

the receipt of certification of such paynents, to the extent

those determ nations or settlenents satisfy obligations of

the Fund, but the receiver shall not be bound in any way by

those determ nations or settlenents to the extent that there

remains a claim in the estate for anbunts in excess of the

paynents by the Fund. In submtting its <claim for covered
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claim paynents, the Fund shall not be subject to the

requi renents of Sections 208 and 209 of this Code and shal

not be affected by the failure of the person receiving a

covered claimpaynent to file a proof of claim

(h) The Fund shall have early access to the assets of an

i nsolvent group workers' conpensation pool for carryi ng out

its functions under this Article in accordance wth the

provi sions of subsection (2) of Section 205 of this Code. The

costs and expenses of admnistration of the Fund shall be

accorded the same priority as the liquidator's expenses in

accordance with the provi sions of paragraph (a) of subsection

(1) of Section 205 of this Code.

(i) Al amounts received by the Fund fromthe |iquidator

and all anounts received by the Fund fromthe coll ection of

assessnents from nenbers of insolvent qualified gr oup

wor ker s' conpensation pools shall be accounted for by the

mai nt enance of segregated sub-accounts for each insolvent

group workers' conpensation pool. Any distributions fromthe

Fund shall be nade first fromthe segregated account val ue

then existing at the time of the distribution to which the

expense item relates and then from any unsegreqgated or

comm ngl ed account of the Fund as the Director deens proper.

(Source: P.A 91-757, eff. 1-1-01.)

(215 ILCS 5/107a. 15)

Sec. 107a.15. Authority of Director.

(a) If the Director determnes that a group workers
conpensation pool is not in conpliance wwth this Article, the
Director shall require the pool to elimnate the condition
causing the nonconpliance wthin a specified time fromthe
date the notice of the Director's requirenent is mailed or
delivered to the pool.

(b) If a pool fails to conply wth the Drector's

requi renent, the pool shall be deened to be in a hazardous
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financial condition, and the Director nay take one or nore of
the actions authorized by law as to pools in hazardous
financial condition.

(c) The Director is authorized to neqotiate and enter

into | oss portfolio transfers, agreenents f or t he

adm nistration of <clainse adjustnent services for clains

covered by the Goup Wrkers' Conpensati on Pool |nsolvency

Fund, clains settlenent agreenents, and such other agreenents

or contracts as he nmay find necessary or appropriate to

effectuate the purposes of this Article as adm ni strator of

t he Fund.

(d) The Director is authorized to make bul k transfers of

funds fromthe G oup Wrkers' Compensati on Pool | nsol vency

Fund for deposit to claim paynent trust accounts for the

paynent of nedical and conpensation clains due under this

Article, provided that those accounts nmay be drawn upon for

no ot her purpose and only when the clai mpaynent account is

the subject of athird party clains adninistrati on agreenent

providing for the trust account to be managed as a fiduciary

claine adnministration service account in conformty with this

Article.

(e) Al <costs of admnistration or adjustnent of clains

under aqgreenents or contracts entered into under subsection

(c) of this Section nay be paid fromthe Goup Wrkers

Conmpensati on Pool |1nsol vency Fund.

(f) \Wenever it appears to the Director's satisfaction

that there renmain no existing liabilities of the Goup

Workers' Conpensation Pool |nsolvency Fund for (i) incurred

medical or conpensation clains under this Article, (ii)

adm ni strative expense liabilities under this Article, and

(iii) reinbursenments due to any liquidation estate, any

amount renmaining in the Fund in excess of $1,500,000 shall be

distributed by the Director first to the State's GCeneral

Revenue Fund and any dedicated State fund and then to the
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then existing and qualified group workers' conpensati on pool s

in proportion to the assessnents paid by each such pool.

(Source: P.A 91-757, eff. 1-1-01.)

(215 ILCS 5/205) (from Ch. 73, par. 817)

Sec. 205. Priority of distribution of general assets.

(1) The priorities of distribution of general assets
fromthe conpany's estate is to be as foll ows:

(a) The costs and expenses of admnistration,

i ncludi ng the expenses of the Illinois Insurance Guaranty
Fund, the Illinois Life and Health Insurance Guaranty
Association, the Illinois Health Mintenance O gani zation

Guaranty Association and of any simlar organization in
any other state as prescribed in subsection (c) of

Section 545, and the Goup Wrkers' Conpensati on Pool

| nsol vency Fund.

(b) Secured clains, including clainms for taxes and
debts due the federal or any state or |ocal governnent,
that are secured by liens perfected prior to the filing
of the conpl aint.

(c) dainms for wages actually owing to enpl oyees
for services rendered within 3 nonths prior to the date
of the filing of the conplaint, not exceeding $1,000 to
each enpl oyee unless there are clains due the federa
gover nment under paragraph (f), then the clains for wages
shal | have a priority of distribution imrediately
follow ng that of federal clainms under paragraph (f) and
i mredi ately preceding clains of general creditors under
par agraph (g).

(d) dains by pol i cyhol ders, beneficiaries,
insureds and liability clains against insureds covered
under insurance policies and insurance contracts issued
by the conpany, and clains of the Illinois Insurance

GQuaranty Fund, the Illinois Life and Health Insurance
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Guaranty Association, the Illinois Health M ntenance
Organi zation GQGuaranty Association and any simlar
organi zation 1in another state as prescribed in Section

545, and the Group Wirkers' Conmpensati on Pool | nsol vency

Fund.

(e) dainms by policyholders, beneficiaries, and
i nsureds, the allowed val ues of which were determ ned by
estimation under paragraph (b) of subsection (4) of
Section 209.

(f) Any other clainms due the federal governnent.

(g) Al other claims of general creditors not
falling wthin any other priority wunder this Section
including clains for taxes and debts due any state or
| ocal government which are not secured clains and cl ai ns
for attorneys' fees incurred by the conpany in contesting
its conservation, rehabilitation, or |iquidation.

(h) dains of guaranty fund certificate holders,
guaranty capital sharehol ders, capital note hol ders, and
surpl us note hol ders.

(1) Proprietary clainms of sharehol ders, nenbers, or
ot her owners.

(2) Wthin 120 days after the issuance of an Oder of
Liquidation wth a finding of insolvency against a donestic

conpany, the Director shall make application to the court

requesting authority to disburse funds to the Illinois
| nsur ance Guaranty Fund, the 1Illinois Life and Health
| nsur ance Guar anty Associ ati on, t he I1linois Heal t h

Mai nt enance Organi zation Quaranty Association and simlar

or gani zati ons in other states, and the Goup Wrkers

Compensati on Pool 1nsolvency Fund fromtine to time out of

the conpany's nmarshal ed assets as funds becone avail able in
anmounts equal to disbursenents made by the Illinois |Insurance
Guaranty Fund, the 1Illinois Life and Health | nsur ance

Guar anty Associ ati on, t he II'linois Health Mintenance
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Organi zati on Guaranty Association and simlar organizations

in other states, or to be mde by the Goup Wrkers

Compensati on Pool | nsol vency Fund for covered cl ai ns

obl i gati ons on the presentation of evidence that such

di sbursenents have been nmade by the 1Illinois |Insurance
Guaranty Fund, the 1Illinois Life and Health | nsur ance
Guar anty Associ ati on, t he IIlinois Health Mintenance

Organi zati on Guaranty Association and simlar organizations

in other states, or wll be nmade by the G oup Wrkers

Conmpensati on Pool |nsol vency Fund.

The Director shall establish procedures for the ratable

allocation and distribution of disbursenents to the Illinois
| nsurance Quaranty Fund, the Illinois Life and Heal t h
| nsur ance Guar anty Associ ati on, t he I1linois Heal t h

Mai nt enance Organi zation Guaranty Association and simlar

organi zations in other states, and the Goup Wrkers

Conpensati on Pool I nsolvency Fund. In determning the

anounts available for disbursenent, the Director shal
reserve sufficient assets for the paynent of the expenses of

adm nistration described in paragraph (1) (a) of this

Secti on. Al  funds available for disbursenent after the
establishment of the prescribed reserve shall be pronptly
di stri but ed. As a condition to receipt of funds in

rei nbursenent of covered clains obligations, the D rector
shall secure fromthe Illinois Insurance Guaranty Fund, the
II'linois Life and Health I nsurance Guaranty Associ ation, the
II'linois Health Maintenance Organi zati on Guaranty Associ ation

and each simlar organization in other states, and the G oup

Workers' Conpensation Pool 1nsolvency Fund, an agreenent to

return to the Director on demand funds previously received as
may be required to pay clains of secured creditors and clains
falling within the priorities established in paragraphs (a),
(b), (c), and (d) of subsection (1) of this Section in

accordance wth such priorities.
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(3) The provisions of this Section are severabl e under
Section 1.31 of the Statute on Statutes.

(Source: P.A 89-206, eff. 7-21-95; 90-381, eff. 8-14-97.)

Section 99. Effective date. This Act takes effect wupon

becom ng | aw. ".
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