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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 Section 456 as foll ows:

(215 ILCS 5/456) (from Ch. 73, par. 1065. 3)

Sec. 456. Making of rates.

(1) Al rates shall be nmade in accordance with the
OW Ng provi sions:

(a) Due consideration shall be given to past and
prospective |oss experience wthin and outside this
State, to catastrophe hazards, if any, to a reasonable
margin for profit and contingencies, to di vi dends,
savings, or unabsorbed premum deposits allowed or
returned by conpanies to their policyhol ders, nenbers or
subscri bers, to past and prospective expenses both
countryw de and those specially applicable to this State,
to underwriting practice and judgnment, and to all other
rel evant factors within and outside this State.:

(b) The systens of expense provisions included in
the rates for use by any conpany or group of conpanies
may differ from those of other conpanies or groups of
conpanies to reflect the requirenents of the operating
met hods of the any-sueh conpany or group with respect to
any kind of insurance, or with respect to any subdi vi si on
or conbination thereof for whi ch subdi vi si on or
conbi nati on separate expense provisions are applicable.:

(c) Risks may be grouped by classifications for the
est abl i shnent of rates and m ni mum  prem uns.
Classification rates may be nodified to produce rates for

i ndividual risks in accordance wth rating plans that
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whi eh neasure variation in hazards or expense provisions,
or bot h. The Sueh rating plans may neasure any
di fferences anong risks that have a probable effect upon
| osses or expenses.:

(d) Rates shall not be excessive, inadequate, or
unfairly discrimnatory.

(i) Aratein a conpetitive market 1is not
excessi ve. A rate in a nonconpetitive market is
excessive if it is likely to produce a long run
profit that is unreasonably high for the insurance
provided or if expenses are unreasonably high in
relation to the services rendered.

(ii) A rate is not inadequate unless the sueh
rate is clearly insufficient to sustain projected
| osses and expenses in the class of business to
which it applies and the use of the suweh rate has
or, i f cont i nued, Wil | have the effect of
substantially | essening conpetition or the tendency
to create nonopoly in any market.

(ii1) Unfair discrimnation exists if, after
al | owi ng for practi cal limtations, price
differentials fail to refl ect equitably the
differences in expected | osses and expenses. A rate
is not wunfairly discrimnatory because different
prem umns result for pol i cyhol ders with Iike
exposures but different expenses, or |ike expenses
but different |o0ss exposures, so long as the rate
reflects the differences with reasonabl e accuracy.
(e) The rating plan shall contain a nmandatory offer

of a deductible applicable only to the nedical benefit
under the W rkers' Conpensation Act. Such deductible
of fer shall be in a mninmm anount of at |east $1, 000 per
acci dent.

(f) Any rating plan or programshall include a rule
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permtting 2 or nore enployers wth simlar risk
characteristics, who participate in a |loss prevention
program or safety group, to pool their premum and | oss
experience in determning their rate or prem umfor such
participation in the program

(g) Wth respect to an enpl oyer correctly

classified within the construction industry, the anount

char ged f or wor ker s' conpensati on and enpl oyers

liability insurance insuring the enpl oyees enpl oyed by an

enpl oyer in any job category or classification shall be

based upon hours worked by enployees in that job category

or classification and shall not be based upon the wages

or salaries paid to the enpl oyees.

(2) Except to the extent necessary to neet t he

provisions of subdivision (d) of subsection (1) of this
Section, uniformty anong conpanies in any matters within the
scope of this Section is neither required nor prohibited.

(Source: P.A 82-939.)
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