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Credit shall be allowed under subdivision subsection (1)(B-5) or (C) of this Section only if the
applicabl e requirements of subdivision subsection (1)(E) SB2864 Engrossed - 2 - LRB097 18029 RPM 63252 b
have been sati sfi ed.

No credit shall be allowed a donestic ceding insurer, SB2864 Engrossed - 3 - LRB097 18029 RPM 63252 b if
the assuming insurers' accreditation has been revoked by the Director after notice and hearing.

The assuming insurer shall report to the Director information substantially the same as that required to
be reported on the NAIC annual SB2864 Engrossed - 4 - LRB097 18029 RPM 63252 b and quarterly financial
statenment by authorized insurers and any other financial information that the Director deens necessary
to determine the financial condition of the assum ng insurer and the sufficiency of the trust fund.

The trust shall vest legal title to its assets in its trustees for the benefit of the assum ng insurer's
United States policyholders and ceding insurees and their assigns SB2864 Engrossed - 5 - LRB097 18029
RPM 63252 b and successors in interest.

(a-5) At any tine after the assunming insurer has permanently di scontinued underwiting new business
secured by the trust for at least 3 full SB2864 Engrossed - 6 - LRB097 18029 RPM 63252 b years, the
Director with principal regulatory oversight of the trust nay authorize a reduction in the required
trusteed surplus, but only after a finding, based on an assessnent of the risk, that the new required
surplus level is adequate for the protection of U S.

(1) for reinsurance ceded under reinsurance agreenents with an inception, anmendnent, or renewal date on
or after January SB2864 Engrossed - 7 - LRB097 18029 RPM 63252 b 1, 1993 August 1, 1995, the trust shall
consi st of a trusteed account in an anpbunt not |ess than the respective underwiters' group's several
liabilities attributable to business ceded by U.S.

(ii) The incorporated nmenbers of the group shall not be engaged in any business other than underwiting
as a menber of the group and shall be subject to the same |evel of solvency regul ati on SB2864 Engrossed
- 8 - LRB097 18029 RPM 63252 b and control by the group's domiciliary regulator as are the

uni ncor por at ed nmenbers.

SB2864 Engrossed - 9 - LRB097 18029 RPM 63252 b (iv) in addition, maintain a joint trusteed surplus of
whi ch not |ess than $100, 000, 000 shall be held jointly for the benefit of the United States ceding
insurers of any nenber of the group as additional security for these liabilities;

(a) the assunming insurer nust be domiciled and licensed to transact insurance or reinsurance in a
qualified jurisdiction, as determned by the Director pursuant to subparagraph (3) of this SB2864
Engrossed - 10 - LRB097 18029 RPM 63252 b paragraph;

(2) An association, including incorporated and individual unincorporated underwiters, may be a SB2864
Engrossed - 11 - LRB097 18029 RPM 63252 b certified reinsurer.

and (c) within 90 days after its financial statements are due to be filed with the association's
domciliary regulator, the association shall provide to the Director an annual certification by the
association's domciliary regulator of the solvency of each SB2864 Engrossed - 12 - LRB097 18029 RPM
63252 b underwriter nenber;



A jurisdiction may not be recognized as a qualified jurisdiction if the Director has determ ned that the
jurisdiction does not adequately and pronptly SB2864 Engrossed - 13 - LRB097 18029 RPM 63252 b enforce
final U S

The Director shall publish a SB2864 Engrossed - 14 - LRB097 18029 RPM 63252 b list of all certified
reinsurers and their ratings.

(a) In order for a domestic ceding insurer to qualify for full financial statement credit for
reinsurance ceded to a certified reinsurer, the certified reinsurer shall maintain security in a form
acceptable to the Director and consistent with the provisions of subparagraph (3) of this paragraph (C
5), or in a nultibeneficiary trust in accordance w th paragraph (C) of this subsection (9-—(1), except
as otherwi se provided in this subparagraph (5).

jurisdictions and SB2864 Engrossed - 15 - LRB097 18029 RPM 63252 b for its obligations subject to
paragraph (C) of this subsection H9—(1).

It shall be a condition to the grant of certification under paragraph (C5) of this subsection &9-(1)
that the certified reinsurer shall have bound itself, by the | anguage of the trust and agreenent with
the Director with principal regulatory oversight of each such trust account, to fund, upon term nation
of any such trust account, out of the renmining surplus of such trust any deficiency of any other such
trust account.

(d) Wth respect to obligations incurred by a certified reinsurer under this subsection, if the security
is insufficient, then the Director shall reduce the allowable credit by an anpunt proportionate to the
deficiency, and has the discretion to inpose further reductions in allowable credit upon finding that
there is a material risk that the certified reinsurer's SB2864 Engrossed - 16 - LRB097 18029 RPM 63252 b
obligations will not be paid in full when due.

(7) Acertified reinsurer that ceases to assune new business in this State nay request to maintain its
certification in inactive status in order to continue to qualify for a reduction in security for its in-
force SB2864 Engrossed - 17 - LRB097 18029 RPM 63252 b busi ness.

and SB2864 Engrossed - 18 - LRB097 18029 RPM 63252 b (2) to designate the Director or a designated
attorney as its true and | awful attorney upon whom may be served any |awful process in any action, suit,
or proceeding instituted by or on behalf of the ceding conpany.

(1) Notwithstanding any other provisions in the trust instrunent, if the trust fund is inadequate
because it contains an anount |ess than the ampbunt required by subsection (C)(3) of this Section or if
the grantor of the trust has been declared insolvent or placed into receivership, rehabilitation,
l'iquidation, or simlar proceedings under the laws of its state or country of domicile, the trustee
shall conply with an order of the state official with regulatory oversight over the trust or with an
order of a court of conpetent jurisdiction directing the trustee to transfer to the state official with
regul atory oversight all of the SB2864 Engrossed - 19 - LRB097 18029 RPM 63252 b assets of the trust
fund.

SB2864 Engrossed - 20 - LRB097 18029 RPM 63252 b (a) the reinsurer waives its right to hearing;

SB2864 Engrossed - 21 - LRB097 18029 RPM 63252 b (1) A ceding insurer shall take steps to manage its

rei nsurance recoverabl e proportionate to its own book of business.

(2) Credit for the reinsurance ceded by a donestic insurer SB2864 Engrossed - 22 - LRB097 18029 RPM
63252 b to an assuning insurer not neeting the requirenents of subsection (1) shall be allowed in an
armount not exceeding the assets or liabilities carried by the ceding insurer.

The letters of credit shall be effective no later than Decenber 31 of the year for which filing is being
made, and in the possession of, or in trust for, the ceding conpany SB2864 Engrossed - 23 - LRB097 18029
RPM 63252 b on or before the filing date of its annual statenent.

and SB2864 Engrossed - 24 - LRB097 18029 RPM 63252 b (4) is not affiliated with the assum ng conpany.
(D) This anendatory Act of the 97th General Assenbly shall apply to all cessions after the effective
date of this anendatory Act of the 97th General Assenbly under reinsurance agreenents that have an
inception, anniversary, or renewal date not |ess than 6 nonths after SB2864 Engrossed - 25 - LRB097
18029 RPM 63252 b the effective date of this anendatory Act of the 97th General Assenbly.
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