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1 AN ACT concerni ng i nsurance.

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

3 represented in the General Assenbly:

4 Section 5. The Illinois Insurance Code is anended by
5 changing Sections 107.06a, 107.07, 107.15, 179A-5, 179A-10,
6 179A-15, 179A-20, 179A-25, 179A-30, and 179A-35 as foll ows:

7 (215 ILCS 5/107.06a) (fromCh. 73, par. 719.06a)

8 Sec. 107. 06a. Organi zation under Illinois |Insurance
9 Code.

10 (a) After Decenmber 31, 1997, a syndicate or Ilimted
11 syndicate, except for a limted syndicate forned as a
12 partnership or a special purpose |linmted syndicate, may only

13 be organi zed pursuant to Sections 7, 8, 10, 11, 12, 14, 14.1
14 (ot her t han subsecti on (d) thereof), 15 (other than
15 subsection (d) thereof), 18, 19, 20, 21, 22, 23, 25, 27.1
16 28, 28.1, 28.2, 29, 30, 31, 32, 32.1, 33, and 35.1 and

17 Article X of this Code, to carry on the business of a
18 syndicate, or |imted syndicate under Article V-1/2 of this
19 Code; provided that such syndicate or I|limted syndicate 1is

20 admtted to the Exchange.

21 (b) After Decenber 31, 1997, syndicates and limted
22 syndi cates are subject to the follow ng:

23 (1) Articles I, IIA VII, VIl 1/2, X, X, X 1/2,
24 Xilb, Xl 1/2, Xill, Xill 1/2, XXIV, XXV (Sections 408 and
25 412 only), and XXVII1 (except for Sections 445, 445.1
26 445. 2, 445.3, 445.4, and 445.5) of this Code;

27 (2) Subsections (2) and (3) of Section 155.04 and
28 Sections 13, 132.1 through 140, 141a, 144, 155.01,
29 155. 03, 378, 379.1, 393.1, 395, and 396 of this Code;

30 (3) the Reinsurance Internediary Act; and

31 (4) the Producer Controlled Insurer Act.
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(c) No other provision of this Insurance Code shall be
applicable to any such syndicate or |imted syndi cate except
as provided in this Article V-1/2.

(Source: P.A 90-499, eff. 8-19-97; 90-794, eff. 8-14-98;
91-278, eff. 7-23-99.)

(215 ILCS 5/107.07) (fromCh. 73, par. 719.07)
Sec. 107.07. Admi ssion. Capitalization:

Syndi cate - at |east $2, 000, 000.

Subscriber - at |east $30, 000.

Speci al Purpose Limted Syndicate - at |east $5, 000.

Fees: (a) Exchange brokers. An annual fee shall be paid
to the Exchange by any person who presents risks to the
Exchange. The annual fee established by the Exchange shal
not exceed $5, 000.

(b) The Exchange nmay establish annual fees for the
adm ssion of syndicates, |imted syndicates, and subscri bers.

St andar ds: The Exchange may establish additional
standards for the admssion of subscribers and Exchange
br okers.

Assessnent s: The Exchange may nake assessnents of
subscri bers or syndicates for the expenses of operating the
Exchange.

(Source: P.A 90-499, eff. 1-1-98.)

(215 I'LCS 5/107.15) (fromCh. 73, par. 719.15)

Sec. 107.15. Definitions. Persons: A person is an
i ndi vidual, partnership, association, corporation or limted
part nershi p.

Syndicate: A syndicate is a subscriber, gr oup of
subscribers, limted syndicate or group of limted syndicates
which neets the mninmum capital requirenent of Section
107. 07.

Limted Syndicate: A limted syndicate is a corporation
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or partnership formed by subscribers for the purpose of
j oi ni ng with syndicates, other subscribers, or Ilimted
syndicates to form syndicates or to participate wth
syndi cates in the insurance or reinsurance of risks.

Subscriber: A subscriber is a person who has nmade a
deposit of noney pursuant to Section 107.07 permtting that
person to participate as a subscriber in a syndicate or
l[imted syndicate.

Special Purpose Linmted Syndicate: A special pur pose

limted syndicate is any entity forned for the purposes of

participation in the securitization of reinsurance risks in

accordance with rul es adopted pursuant to Section 107.15b.

Exchange Broker: A person licensed as an insurance broker
inthe State of Illinois or as a reinsurance internmediary who
is admtted to the Exchange to present applications for
i nsur ance.

Present Applications for |Insurance: Mans to nmake an
application to a syndicate for an insurance policy.

Rei nsurance: Means reinsuring insurance.

M ni mum Subscription: The subscription capital required
for adm ssion as a subscriber to the Exchange. Subscri bers
shall at all tinmes maintain the mninmum capitalization
required by this Article.

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

(215 I LCS 5/179A-5)
Sec. 179A-5. Purpose. This Article is adopted to

provide a basis for the creation of protected cells by a

donestic insurer as one neans of accessing alternative

sources of capital and achieving the benefits of insurance

securitization. | nvestors in fully f unded i nNsur ance

securitization transactions provide funds that are avail abl e

to pay the insurer's insurance obligations or to repay the

i nvestors or both. The <creation of protected cells is
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intended to be a neans to achieve nore efficiencies in

conducti ng i nNsur ance securitizations. } nsur anee

securtttzatt on- has- been- devel oped- as- - a- - reans- - of - - aceessi ng
alternative--sources--of-capttal-and-diversifying-eredit-risk
b n- of der - t ©- enhanece- an-t Nsur ance- eonpany-s--abtlity--to--both
assune- ft sk- and-stabi l t ze- underw it ng-resul ts-

Under the terns of the typical debt instrunent underlying
an insurance securitization transaction, prepaid principal is
repaid to the investor on a specified maturity date with
interest, unless a trigger event occurs. The insurance

securitization proceeds secure both the protected cel

conpany's insurance obligations preceeds---of---the---debt

tnstrument---both---collateraltze---the--tnAsurance--conpany-s
obl t gatt ons- under - -speetfted--contracts--of--tAsuranee if a

trigger event occurs, as well as the protected cell tnsurance

conpany's obligation to repay the insurance securitization

investors debt-instrunent if a trigger event does not occur.
Jraditionally; Insurance securitization transactions have
been performed through alien conpanies in order to utilize
efficiencies available to alien conpanies that are not
currently available to donestic conpanies. This Article is
adopted in order to create nore efficiency in conducting
i nsurance securitization, to allow donestic conpani es easier
access to alternative sources of capital, and to pronote

the benefits of insurance securitization generally.

(Source: P.A 91-278, eff. 7-23-99.)

(215 |1 LCS 5/ 179A- 10)

Sec. 179A-10. Definitions.

"Donestic conpany" neans an insurance conpany domciled
inthe State of Illinois.

"Fully funded" neans that, with respect to any exposure

attributed to a protected cell, the narket value of the

protected cell assets, on the date on which the insurance
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securitization is effected, equals or exceeds the nmaxinum

possi ble exposure attributable to the protected cell wth

respect to those exposures.

"General account" nmeans the assets and liabilities of a
protected cell conpany other than protected cell assets and
protected cell liabilities.

"Indemmity trigger" means a transaction termby +n which
relief of the issuer's obligation to repay investors is
triggered by its incurring sutfering a specified |evel of
| osses under its peolietes--of insurance or reinsurance
contracts.

“} nsurance-seeurtttzatt on” - preans- -t he--entert ng- - + nt o- - of
debt - -t st rupent s- -supported--tn--full--by--cash--or--readity
rmar ket abl e--seeurities--wth--tAvest ors- by- a- donestt €- conpany
where--repayrnent--of--prineipal--ofF--interest;--or--both;--teo
Avest of s- pursuant-to-the--transaction--terns--i5s--conti ngent
upon-t he- eecur fF ence- of - NONOEEUF F ence- of - an- event - wk t h- r espeet
to--whieh--the--donesttie--conpany--ts--exposed--to-loss-under
poltetes-or-contracts-of - -t Asuranece- - oF - -ret Asuranece- -+t - - has
t ssued:-

"Mar ket val ue" has the neaning given that termin Article

VIIl of this Code (lnvestnents of Donestic Conpanies).

"Non-indemmity triqgger" neans a transaction term by which

relief of the issuer's obligation to repay investors is

triggered solely by sone event or condition other than the

i ndi vidual protected cell conpany incurring a specified |evel

of losses under its i nsurance or reinsurance contracts.

"Protected cell"™ neans an identified pool of assets and
liabilities of a donestic conpany segregated and insul ated by
means of this Article fromthe renmainder of the conpany's
assets and liabilities.

"Protected cell account” neans a specifically identified
bank or custodi al account established by a protected cell

conpany for the purpose of legally segregating the protected
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cell assets of one protected cell from the protected cel
assets of other protected cells and fromthe assets of the
protected cell conpany's general account.

"Protected cell assets" neans all assets, contract

ri ghts, and gener al i nt angi bl es identified with and

attributable to a specific protected cell of a protected cell
conpanys; - - + nel udt ng- - asset s- - physieal l y---segregated---itn---a
pr ot ect ed- eel | - acecount .

"Protected cell conpany" neans a donestic conmpany that

has one or nore protected cells.

"Protected cell conpany insurance securitization" neans

the issuance of debt instrunents, the proceeds from which

support the exposures attributed to the protected cell, by a

protected cell company where repaynent of principal or

i nt erest, or both, to investors pursuant to the transaction

ternms i s contingent upon the occurrence or nonoccurrence of

an event with respect to which the protected cell conpany is

exposed to | oss under insurance or reinsurance contracts it

has i ssued.

"Protected cell liabilities" neans all liabilities and

other obligations identified with and attributable to a

specific prot ect ed cell of a protected cell conpany.
Protected-cell-ltabtlities-tnelude--tiabtlities--representing
t he- - i nsuranece- - obl t gatt ons--of -t he- protected-cell-as-well-as
obltgatt ons--of--the--protected--cell--aristng--out--of---any
I ASur ance-securittzati on-transactt ons- of -t he- protected-cel t-

“Protected--cell--conpany*” - nreans- a- donest t €- conpany- wht eh
has- ene- of - nor e- prot ect ed-cel | s-

(Source: P.A 91-278, eff. 7-23-99.)

(215 I LCS 5/ 179A-15)
Sec. 179A-15. Establishnment of protected cells.
(a) A domestic conpany may, wth the prior witten

approval by the Director of a plan of operation submtted by
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the donestic conpany with respect to each protected cell,

establish one or nore protected cells in connection with an

i nsurance securitization. Upon the witten approval by the

Director of the plan of operation, which shall include, but
not be limted to, the specific business and investnent

quidelines objeetives of the protected cell, the protected

cell conpany may, in accordance with the approved plan of
operation, attribute to the protected cell anpunts-beth
refleetive-of insurance obligations wth respect to its

i nsurance business and obligations relating to the insurance

securitization and assets to fund those obligations. A

protected cell shall have its own di stinct name or
designation, which shall include the words "protected cell".
The protected cell conpany shall transfer al | assets

attributable to a protected cell to one or nore separately
established and identified protected cell accounts bearing
the name or designation of that protected cell. Protected
cell assets shall be held in the protected cell accounts for
the purpose of satisfying the obligations of that protected
cell.

(b) Al sal es; - - - exehanges; ---transfers;---of----other
attributions of assets and liabilities between a protected
cell and the general account shall be in accordance with the
plan of operation approved by the Director. er-shall-be
ot herwi se- - approved--by--the--brreetor:----Unl ess---ot herw se
appr oeved- - by-t he- bt r ect or ; - no- sal e; - exehange; -transfer; - or No
other attribution of assets or liabilities may be nade by a

protected cell conpany between the protected cell conpany's

general account and ene--eor--pnpre--of its protected cells.
unl ess;--in--the--case-of-an-attribution-to-a-protected-cell;
the-attributton-is-rade-solely--to--establish--the--protected
celt--of;-tn-the-case-of-an-attribution-from a- protected-celt
to-the- conpany-s-general -account;--the--attribution--is--mde

solely--to--suppoert--the-conpany-s-t+nAsurance-obl i gattons-that
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are-the-subj ect - of -t he- busi ness-of -t he- prot ected--celt:---Any
sal e; - - exehange; -transfer;-or-other Any attribution of assets
and liabilities between the general account and a protected
cell or from investors in the formof principal on a debt
instrunment issued by a protected cell conpany shall be in
cash or in readily nmarketable securities with established
mar ket val ues unless--otherwt se---approved--in--advanee--tn
wWiting-by-the-bireetor.

(c) The creation of a protected cell does not create, in
respect of that protected cell, a |legal person separate from

the protected cell conpany. Anounts attributed to a protected

cell under this Article, including assets transferred to a

protected cell account, are owned by the protected cel

conpany and the protected cell conpany may not be, nor hold

itself out to be, a trustee with respect to those protected
cell assets of that protected cell account. Notw thstanding
the foregoing, the conpany may allow for a security interest
to attach to protected cell assets or a protected cell
account when in favor of a creditor of the protected cell and
ot herwi se al |l owed under applicable | aw.

(d) This Article shall not be construed to prohibit the

protected cell conmpany fromcontracting with or arranging for

an investnent advisor, comvodity trading advisor, or other
third party to manage the protected cell assets of a
protected cell, provided that all renuneration, expenses, and
ot her conpensation of the third party advisor or manager are
payable fromthe protected cell assets of that protected cel

and not from the protected cell assets of other protected

cells or the assets of the protected cell conpany's general

account .

(e) A donestie-conpany-that-its-a protected cell conpany
shal | establish sueh adm nistrative and accounting procedures
as-are necessary to properly identify the one or nore

protected cells of the protected cell conpany and the
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pr ot ect ed cel l assets and protected cell liabilities

attributable to the protected cells thereto. It shall be the

duty of the directors of a protected cell company to:
(1)€+) keep protected cell assets and protected
cell liabilities separate and separately identifiable

fromthe assets and liabilities of the protected cell

conpany's general account; and

(2)¢tt) keep protected cell assets and protected
cell liabilities attributable to one protected cel
separate and separately identifiable fromprotected cel
assets and protected cell liabilities attributable to
ot her protected cells.

If this Section S vi ol at ed Net wt t hst andt ng- - - t he

foregoing, the renedy of tracing shall be applicable to
protected cell assets when commingled wth protected cel
assets of other protected cells or the assets of the

protected cell conpany's general account. The renedy of

tracing shall not be construed as an excl usive renedy.

(f) The protected cell Unless-otherwt se-approved-by--the

Brreetor;--the conpany shall, when establishing a protected
cell, attribute to the protected cell assets with a value at
| east equal to the reserves and other insurance liabilities
attributed to that protected cell.

(Source: P.A 91-278, eff. 7-23-99.)

(215 I LCS 5/ 179A-20)

Sec. 179A-20. Use and operation of protected cells.

(a) The protected cell assets of any protected cell may
not be charged wth Iliabilities arising out of any other
business the protected cell conpany may conduct. Al

contracts or other docunentation reflecting protected cel

liabilities the-obligations---of--a--protected--cell--to--the

general - -aceount shall clearly indicate that only the-assets

of the protected cell assets are available for t he
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satisfaction of those eobligations--of--the protected cel

liabilities.
(b) The incone, gains, and | osses, realized or
unrealized, from protected cell assets and protected cel

liabilities must be <credited to or <charged against the

protected cell wthout regard to other inconme, gains, or
| osses of the protected cell conpany, including incone,
gai ns, or | osses of other protected cells. Amount s

attributed to a protected cell and accunul ati ons thereon may
be invested and reinvested without regard to any requirenents
or limtations of Article VIII of this Code (lnvestnents of
Donesti ¢ Conpani es), and the investnents in a protected cel

or cells my not be taken into account in applying the
i nvest nent limtations ot herw se appl i cabl e to t he

investnments of the protected cell conpany.

(c) Unless--otherwt se--approved--by-the-bireetor; Assets
attributed to a protected cell nust be valued at their
mar ket value on the date of valuation, or if there is no
readily avail able market, then as provided in the contract or
the rules or other witten docunentation applicable to the
protected cell.

(d) A protected cell conmpany shall, in respect of any of
its prot ect ed cells, engage in fully f unded
indemmity-triggered insurance securitization to support in
full the protected cell exposures titabilities attributable to

that protected cell. A protected cell conpany An insurance

securitization that is not indemity-triggered may qualify as

an insurance securitization under the terns of this Article

only after the Director adopts rules addressing the nethods

of: (i) funding of the portion of the risk that is not

indemmity based, (ii) accounting, and disclosure, (iii)

ri sk-based capital treatnent, and (iv) assessi ng ri sk

associated w th such securitizations and-dees-noet-suppeort-in

full-the-protected-cell-obligations-of-a-protected-cell-shall
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be- pr oht bt t ed- absent - spect ft €- perni sston-by-the--bBrrector--in
accor dance--wt h- -t he- aut hort t y- gr ant ed- under - Seet + on- 179A- 40
and-t he- gut danee- of -t he- - Nat t onal - - Assoect at t on- - of - - | Asur anee

Conmt sst oner s; - - as- - sueh- gut danee-t s- - devel oped. A protected

cell conpany An insurance securitization transaction that 1is

not fully f unded, whet her i ndemi ty triggered or
non-i ndemity triggered tndepnity-tri ggered----of----not
tndemnity-triggered, s prohibited. Protected cell assets

may be used to A-protected-cell-may pay interest or other

consideration on any outstanding debt or other obligation
attributable to that protected cell, and nothing in this
subsection shall be <construed or interpreted to prevent a
protected cell conpany fromentering into a swap agreenent or

other transaction for the account of the protected cell that

has the effect of guaranteeing such interest or other
consi derati on.
(e) In all eases--itn--whieh--a protected cell conpany

engages-t+nN-an I nsurance securitizations seeurttization, the

contracts or ot her docunentati on finanectal--+nstrupent

effecting such transacti on shal | contain provi si ons

identifying the protected cell to which the transaction wlIl

be attri but ed. I n addition, the <contracts or other
docunentation finanetal--tnstrurent shall clearly disclose
that the assets of that protected cell, and only those

assets, are available to pay the obligations of t hat
protected cell. Notw thstanding the foregoing, and subject to
the provisions of this Article and any other applicable |aw
or rule, the failure to include such |anguage in the

contracts or other docunentation finanetal--tnstrunent shal

not be wused as the sole basis by creditors, reinsurers, or
other claimants to circunvent the provisions of this Article.

(f) A protected cell conpany may attribute to a

pr ot ect ed cel | account only the insurance obligations

relating to the protected cell company's general account. A
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pr ot ect ed cel | may not iSsSue insurance Or reinsurance

contracts directly to policyholders or reinsureds or have any

obligation to the policyholders or reinsureds of t he

protected cell company's general account.

(g)€f) At the cessation of business of a protected cell,
the protected cell conpany shall voluntarily close out w nd

up the protected cell account in accordance with a plan

approved by the Director.
(Source: P.A 91-278, eff. 7-23-99.)

(215 1 LCS 5/ 179A- 25)
Sec. 179A-25. Reach of creditors and other clai mants.
(a) Protected cell assets are shall-only-be avail able

only to the creditors of the protected cell conpany who are

creditors in respect of that protected cell and shall-thereby

be entitled, in conformty wth the provisions of this
Article, to have recourse to the protected cell assets
attributable to that protected cell.; Protected cell assets

and shall be absolutely protected fromthe creditors of the

protected cell conpany who are not creditors in respect of

that protected cell and who, accordingly, are shall not be
entitled to have recourse to the protected cell assets

attributable to that protected cell. Creditors with respect

to eof a protected cell shall not be entitled to have

recourse against the protected cell assets of other protected

cells or the assets of the protected cell conpany's general

account.

Protected cell assets are available only to creditors of

a protected cell conpany after all protected cell liabilities

have been extinguished or otherw se pr ovi ded f or in

accordance with the plan of operation relating to that

protected cell.

(b) When an obligation of a protected cell conpany to a

person arises froma transaction, or is otherw se inposed, in
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respect of a protected cell:

(1) that obligation of the protected cell conpany

shall extend only to t he pr ot ect ed cel l assets
attributable to that protected cell, and the person
shall, in respect of that obligation, be entitled to have
recourse only to the protected cell assets attributable
to that protected cell; and

(2) that obligation of the protected cell conpany

shall not extend to the protected cell assets of any
other protected cell or the assets of the conpany's
general account, and that person shall not, in respect of
that obligation, be entitled to have recourse to the
protected cell assets of any other protected cell or the
assets of the conpany's general account.
(c) When an obligation of a protected cell conpany
relates solely to the general account, the obligation of the

protected cell conpany shall extend only to, and that

creditor shall, in respect of that obligation, be entitled to

have recourse only to, the assets of the protected cel

conpany's general account.

(d) A-protected-cell-shall-onty-be-authorized-to--assupe
an- -t Asurance--obligation-directly-fromthe- ceonpany-s- general
aceount ; - and- under - no- €t r eunst ances-shal | - a- prot ect ed-cel | - be
aut hort zed-t o- t ssue- - ASUr anee- - of - - F el ASuUr anee- - pol i €t es- - oF
contracts-direetty-to-polieyhol ders-or-ret Asur eds- of - have- any
obltgatton--to--the--polieyholders--of--the-conpany-s-general

account - The activities, assets, and obligations relating to

of a protected cell are not subject to the provisions of
Article XXXII'11/2 (lllinois Life and Heal t h Guar anty
Associ ation Law) or Article XXXIV (Illinois Insurance

GQuaranty Fund), and neither a protected cell nor a protected

cell conpany preotected--cells shall net be assessed by or

otherwi se be required to contribute to any guaranty fund or

guaranty association in this State wth respect to the
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activities, assets, or obligations of a protected cell.

Nothing in this subsection shall affect the activities or
obligations of a conpany's general account.

(e) In no event shall the establishnment of one or nore
protected cells alone constitute or be deenmed to be a

fraudul ent conveyance, an intent by the protected cel

conpany to defraud creditors, or the carrying out of business

by the protected cell conmpany for any other fraudul ent

pur pose.

(Source: P.A 91-278, eff. 7-23-99.)

(215 |1 LCS 5/ 179A- 30)

Sec. 179A-30. Rehabilitation and i quidation of
protected cell conpanies.

(a) Notw thstanding any contrary provision in this Code,
the rules promulgated under this Code, or any ot her
applicable law or rule, wupon any order of rehabilitation,

conservation, or liquidation of a-deonestte-conpany-that-is a

protected cell conpany, the receiver shall be bound to dea
with the protected cell conpany's assets and liabilities,
i ncl udi ng prot ect ed cel l assets and protected cel

ltabilities, in accordance with the requirenents set forth in
this Article.
(b) Wth respect to anounts recoverabl e under a

protected cell conpany any insurance securitization entered

b At 0- oF - out st andt ng-+ n- any- pr ot ect ed- eel | - of - a- pr ot ect ed-eel }
ceonpany, the anount recoverable by the receiver shall not be
reduced or dimnished as a result of the entry of an order of
rehabilitation, conservation, or liquidation with respect to
the protected cell conpany notw t hstandi ng any provisions to

t he contrary in the contracts or other docunentation

ftnanetal -t nstrurent governing the protected cell conpany

steh i nsurance securitization.

(Source: P.A 91-278, eff. 7-23-99.)


SOLIMAR DFAULT BILLS NONE
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(215 I LCS 5/ 179A- 35)
Sec. 179A- 35. No transaction of an insurance business.

A protected cell i nsurance securitization shall not Ne

I ASUfr anee-securt tt zatt on- ef f ect ed- - under - - t he- - pr ovi st ons- - of
this---Artiele---shall be deenmed to be an insurance or

rei nsurance contract. An peltey-or-contract-of -t nsuranece- and

ne investor in a pr ot ect ed cel | conpany i nsurance

securitization transaetion shall not, by sole nmeans of such

i nvest nent, be deemed to be transacting an i nsurance busi ness

in this State. The underwiters or selling agents (and their

partners, directors, officers, nenbers, nmanagers, enployees,

agent s, representatives, and advisors) involved in a

protected cell conpany insurance securitization shall not be

deened to be conducting an insurance or reinsurance agency,

br okerage, internedi ary, advisory, or consulting business by

virtue of their activities in connection therewith required

to-be-liecensed-as--an--tnAsurance- - eonpany--in--the--State--of
HHE b pots.

(Source: P.A 91-278, eff. 7-23-99.)

Section 99. Effective date. This Act takes effect upon

becom ng | aw.


SOLIMAR DFAULT BILLS NONE


