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AN ACT concerni ng i nsurance.

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

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by

changi ng Sections 205 and 226.1 as foll ows:

(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 adm ni stration,

i ncludi ng the expenses of the Illinois Insurance Guaranty
Fund, the 1Illinois 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.

(b) Secured clainms, 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) dainms by policyholders, beneficiaries, and

i nsureds, under insurance policies, annuity contracts,
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and funding agreenents, and Iliability clains against

i nsureds covered under insurance policies and insurance
contracts issued by the conpany, and clains of the
II'linois Insurance Guaranty Fund, the Illinois Life and
Heal t h | nsurance CQuaranty Association, the |Illinois
Heal t h Mai nt enance Organi zati on Guaranty Association and
any simlar organization in another state as prescribed

in Section 545. For purposes of this Section, "funding

agr eenent " nmeans an agreenent whereby an insurer

aut horized to wite business under Cass 1 of Section 4

of this Code may accept and accumul ate funds and make one

or nore paynents at future dates in anpunts that are not

based upon nortality or norbidity conti ngenci es.

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

(f) Any other clainms due the federal governnent.

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

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

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

Every claim under a witten agreenent, statute, or rule

providing that the assets in a separate account are not
chargeable with the liabilities arising out of any other
busi ness of the insurer shall be satisfied out of the funded

assets in the separate account equal to, but not to exceed,
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the reserves maintained in the separate account wunder the
separate account agreenent, and to the extent, if any, the
claimis not fully discharged thereby, the remainder of the
claim shall be treated as a priority level (d) claimunder
paragraph (d) of this subsection to the extent that reserves
have been established in the insurer's general account
pursuant to statute, rule, or the separate account agreenent.

For pur poses of this provision, "separate account
policies, contracts, or agreenents" neans any policies,
contracts, or agreenents that provide for separate accounts
as contenpl ated by Section 245. 21.

To the extent that any assets of an insurer, other than
those assets properly allocated to and nmaintained in a
separate account, have been used to fund or pay any expenses,
taxes, or policyholder benefits that are attributable to a
separate account policy, contract, or agreenent that should
have been paid by a separate account prior to the
commencenent of receivership proceedings, then wupon the
commencenent of receivership proceedings, t he separate
accounts that benefited fromthis paynment or funding shal
first be used to repay or reinburse the conpany's general
assets or account for any unreinbursed net suns due at the
commencenent of receivership proceedings prior to t he
application of t he separate account assets to the
satisfaction of |iabilities or the corresponding separate
account policies, contracts, and agreenents.

To the extent, if any, reserves or assets maintained in
t he separate account are in excess of the anbunts needed to
satisfy clains under the separate account contracts, the
excess shall be treated as part of the general assets of the
insurer's estate.

(2) Wthin 120 days after the issuance of an O der of
Liquidation with a finding of insolvency against a donestic

conpany, the Director shall nmake application to the court
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requesting authority to disburse funds 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 fromtine to tine out of the

conpany's marshaled assets as funds becone available 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 IIlinois Health Mintenance

Organi zati on Guaranty Association and simlar organizations
in other states for covered clains obligations on the
presentation of evidence that such di sbursenments have been
made by the Illinois Insurance Guaranty Fund, the 1Illinois
Life and Health Insurance Guaranty Association, the Illinois
Heal th Mai ntenance Organization Guaranty Association and
simlar organizations in other states.

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 Guaranty Associ ati on, t he I1linois Heal t h

Mai nt enance Organi zation Guaranty Association and simlar
organi zations in other states. In determning the anounts
avai | abl e for disbursenment, the D rector shall reserve
sufficient assets for the paynent of the expenses of
adm ni stration described in paragraph (1) (a) of this
Section. 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 f unds in
rei nbursenent of covered clainms obligations, the Drector
shall secure fromthe Illinois Insurance Guaranty Fund, the
IIlinois 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, an agreenent

to return to the Director on demand funds previously received
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as my be required to pay clains of secured creditors and
claims falling wthin t he priorities est abl i shed in
paragraphs (a), (b), (c), and (d) of subsection (1) of this
Section in accordance with such priorities.

(3) The provisions of this Section are severable under
Section 1.31 of the Statute on Statutes.

(Source: P.A 92-65, eff. 7-12-01.)

(215 ILCS 5/226.1) (fromCh. 73, par. 838.1)
Sec. 226.1. Entitled annuity paynent options. Annuity

contracts and fundi ng agreenents may be issued without a life

contingency annuity paynent option in t he fol |l ow ng
circunstances: (1) to fund benefits under an enpl oyee benefit
plan as defined in the Enployee Retirenent |Incone Security
Act of 1974, as now or hereafter anended; (2) to fund the
activities of an organization exenpt fromtaxation under
I nt ernal Revenue Code Section 501(c), as now or hereafter
anended; (3) to fund a program of a governnental entity or of
an agency or instrunmentality thereof; (4) to fund an
agreenent providing for periodic paynents entered into in
satisfaction of a claim or (5 to fund a programof an
institution having assets in excess of $25, 000, 000.

(Source: P.A 86-753.)

Section 99. Effective date. This Act takes effect wupon

becom ng | aw.
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