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AN ACT to anmend the Illinois Insurance Code by adding
Article XXA
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

adding Article XXA as foll ows:

(215 ILCS 5/ Art. XXA headi ng new)

Article XXA. Accident and Health | nsurance Rate Law

(215 ILCS 5/371A-1 new)

Sec. 371A-1. Short title. This Article may be cited as

the Accident and Health | nsurance Rate Law.

(215 I LCS 5/ 371A-5 new)
Sec. 371A-1. Purpose of Article. The purpose of this

Article is to pronote the public welfare by reqgul ating

accident and health insurance rates so that they are not

excessi ve, i nadequat e, or unfairly discrimnatory, to

aut hori ze the existence and operation of qualified rating

organi zations and advisory organizations, to require that

specified rating services of these rating organizations be

general ly available to all adnitted conpanies, and to

aut hori ze cooperati on between conmpanies in rate making and

other related matters. It is the express intent of this

Article to pernit and encourage conpetition between conpani es

on a sound financial basis to the fullest extent possible,

and to establish a nechanism to ensure the provision of

adequat e accident and health i nsurance at reasonable rates to

the citizens of this State.

(215 I LCS 5/ 371A-10 new)
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Sec. 371A-10. Definitions. As used in this Article:

"Rating organi zation" neans a person, other than an

adm tted conpany, who has as his object or purpose the naking

of rates, rati ng pl ans, or rating systens. Two or nore

adm tted conpanies that act in concert for the purpose of

making rates, rating plans, or rating systens, but do not

operate within the specific authorizations contained in

Sections 371A-30, 371A-40, and 371-80 shall be deened to be a

rati ng organi zation. No single conpany shall be deened to be

a rating organi zation.

"Advi sory organization" neans a person, other than an

adm tted conmpany, who prepares policy fornms or makes

underwiting rules incident to, but not including, the naking

of rates, rating plans, or rating systens or who collects and

furnishes to adnmtted conpanies or rating organi zati ons | oss

Oor expense statistics or other statistical i nfformati on and

data and acts in an advisory, as distinguished froma rate

maki nqg, capacity. No duly authorized attorney at |law acting

in the wusual course of his profession shall be deened to be

an advi sory organi zati on.

"Menber" neans a conpany who participates in or is

entitled to participate in the nmnagenment of a rating,

advi sory, or other organi zation.

"Subscri ber" nmeans a conpany that is furnished at its

request (1) with rates and rating nmanuals by a rating

organi zation of which it is not a nenber or (2) with advisory

services by an advisory organi zation of which it is not a

(215 I LCS 5/ 371A-15 new)

Sec. 371A-15. Scope of Article. The provisions of this

Article apply to accident and heal th insurance.

This Article applies to all conpanies, including stock

and nutual conpani es, Ll oyds associ ations, and reciprocal and



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

- 3- LRB093 02357 JLS 02365 b

i nteri nsurance exchanges that, under any provisions of the

laws of this State, wite accident and heal th insurance.

(215 I LCS 5/ 371A-20 new)

Sec. 371A-20. (C asses of rates.

(a) The rates for accident and health insurance subject

to this Article shall not be excessive, inadequate, or

unfairly discrinnatory.

(b) As to all classes of insurance, insurers or rating

organi zati ons shal | establi sh and use rates, rating

schedul es, or rating nanuals that allow the insurer to earn a

reasonable rate of return on insurance witten in this State.

A copy of rates, rating schedules, rating nanuals, premum

credit or discount schedules, and changes thereto shall be

filed with the Departnent as soon as possible followng their

effective date, but no |later than 30 days after that date. A

copy of rates, rating schedules, rating manuals, prenum

credit or discount schedules, and changes thereto, that

provide for an increase greater than the increase in the

medical care conponent of the Consuner Price Index for the

region or city of the United States having the greatest

increase the previous cal endar year shall be filed with and

approved by the Departnent prior to their effective date.

(c) Upon receiving a rate filing, the Departnent shal

review the rate filing to determne if arate i s excessive,

i nadequate, or unfairly discrimnatory. In making that
deternination, the Departnent shall, in accordance wth
generally accepted and reasonable actuarial t echni ques,

consider all of the follow ng factors:

(1) Past loss experience wthin and without this

(2) Past expenses both all ocated and unal | ocat ed.

(3) The degree of conpetition anmong insurers for

the ri sk insured.
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(4) Investnent incone reasonably expected by the

insurer, consistent wth t he i nsurer's i nvest nent

practices, from investable premuns anticipated in the

filing, plus any other expected incone from currently

invested assets representing the anount expected on

unear ned prem um reserves and | 0ss reserves. The

Departnment nay pronmulgate rules utilizing reasonable

t echni ques of actuarial science and econonics to specify

the manner in which insurers shall cal cul ate i nvest nent

incone attributable to the classes of insurance witten

in this State and the nmanner in which that investnent

i ncone shall be used in the calculation of insurance

(5) The reasonabl eness of the judgment reflected in

the filing.

(6) Dividends, savi ngs, or unabsorbed prenm um

deposits allowed or returned to Illinois policyhol ders,

menbers, or subscri bers.

(7) The adequacy of | 0ss reserves.

(8) The cost of reinsurance.

(9) Trend factors, including trends in actual

| osses per insured unit for the insurer nmaking the

(10) A reasonabl e mar gi n for profit and

conti ngenci es.

(11) Oher relevant factors that inpact upon the

frequency or severity of clains or upon expenses.

(d) In addition to the rate standards provided in

subsection (c), arate may be found by the Departnent to be

excessi ve, inadequate, or unfairly discrinnatory based upon

any of the foll ow ng standards:

(1) A rate shall be deened excessive if it is

likely to produce a profit fromlllinois business that is

unr easonably high in relation to the risk involved in the
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class of business or if expenses are unreasonably high in

relation to services rendered.

(2) A rate shall be deened excessive if, anpng

other things, the rate structure established by a stock

i nsurance conpany provides for repleni shnent of surpluses

frompremuns, when the replenishnent is attributable to

i nvest nent | osses.

(3) A rate shall be deened inadequate if it is

clearly insufficient, together with the investnent incone

attributable to it, to sustain projected |osses and

expenses in the class of business to which it appli es.

(4) One rate shal | be deened unfairly

discrimnatory in relation to another in the sanme class

i f it fails to clearly and equitably reflect the

difference in expected | osses and expenses.

(5) A rate shall be deened inadequate as to the

premium charged to a risk or group of risks if discounts

or credits are allowed that exceed a reasonabl e

reflection of expense savings and reasonably expected

| o0ss experience fromthe risk or group of risks.

(6) A rate shall be deened unfairly discrin natory

as to a risk or group of risks if the application of

prem um di scounts or credits anong those risks does not

bear a reasonable relationship to the expected | oss and

expense experience anobng the various ri sks.

(e) Inreviewing a rate filing, the Departnent may

require the insurer to provide at the insurer's expense al

information necessary to evaluate the condition of the

conpany and the reasonabl eness of the failure according to

the criteria enunerated in this Section.

(f) The Departnent nmay at any tine review a rate, rating

schedule, rating nmnual, rate change, the pertinent records

of the insurer, and narket conditions. If the Departnent

finds on a prelinmnary basis that a rate may be excessive,
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i nadequate, or unfairly discrimnatory, the Departnment shal

initiate proceedings to disapprove the rate and shall so

notify the insurer. If a proposed rate represents an

increase greater than the increase in the nedical care

conmponent of the Consuner Price Index for the region or city

of the United States having the qgreatest increase in the

pr evi ous cal endar vear, the Departnent shall initiate

proceedi ng to approve or di sapprove the rate and shall notify

the insurer. Upon being notified, the insurer or rating

organi zation shall, within 60 days, file with the Departnent
all information that, in the belief of the insurer or
or gani zati on, proves the reasonabl eness, adequacy, and
fairness of the rate or rate change. In these instances and

in any admnistrative proceeding relating to the legality of

the rate, the insurer or rating organization shall carry the

burden of proof by a preponderance of the evidence to show

that the rate is not excessive, inadequate, or unfairly
di scrimnatory. After the Departnent notifies an insurer
that a rate may be excessive, inadequate, or unfairly
di scrimnatory, unl ess t he Depart nent wi t hdr aws t he

notification, the insurer shall not alter the rate except to

conformwith the Departnent's notice until the earlier of 120

days after the date the notification was provided or 180 days

after the date of the inplenmentation of the rate. The

Departnent nay di sapprove without the 60-day notification any

rate increase filed by an insurer within the prohibited tine

period or during the tinme that the legality of the increased

rate i s bei ng contested.

(g) If the Departnent finds that a rate or rate change

is excessive, inadequate, or unfairly discrinmnatory, the

Departnent shall issue an order of disapproval specifying

that the insurer file a new rate or rate schedul e that

responds to the findings of the Departnent. The Department

shall further order that prem uns be adjusted reflecting the
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findings of the Departnent.

(215 I LCS 5/ 371A-25 new)

Sec. 371A-25. Conpanies authorized to act in concert.

Subject to and in conpliance wth the provisions of this

Article authorizing conpanies to be nenbers or subscribers of

rating or advisory organizations or to engage in joint

underwriting or joint reinsurance, 2 Oor nobre conpani es nay

act in concert with respect to any matters pertaining to the

making of rates or rating systens, the preparation or naking

of insurance policy forns, wunderwiting rules, surveys,

i nspections and investiqgations, the furnishing of 1loss or

expense statistics or other information and data, or the

carrying on of research

(215 ILCS 5/371A-30 new)

Sec. 371A-30. Adnmitted conpanies with comon ownership

or nmhagenent. Wth respect to any natters pertaining to the

maki ng of rates or rating systens, the preparation or naking

of insurance policy forns, wunderwiting rules, surveys,

i nspections, and investigations, the furnishing of |oss or

expense statistics or other information and data, or the

carrying on of research, 2 or nore adni tted conpani es havi ng

a conmpbn ownership or operating in this State wunder connpbn

managenent or control are authorized to act in concert the

sane as if they constituted a single conpany. Nothing in this

Section shall require that such conpanies so act in concert.

(215 | LCS 5/ 371A 35 new)

Sec. 371A- 35. Use of rates, rating systens, and policy

forme of rating or advisory organizations; agreenents to

adhere thereto. Menbers and subscribers of rating or advisory

organi zations may use the rates, rating systens, underwiting

rules, or policy forns of those organizations, ei t her
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consistently or intermttently, but except as provided in

Sections 371A-30 and 371A-80, may not agree with each other,

rating organizations, or others to adhere thereto. The fact

that 2 or nore adnitted conmpani es, whether or not nenbers or

subscri bers of a rating or advisory organi zation, use, either

consistently or intermttently, the rates or rating systens

made or adopted by a rating organization or policy forns

prepared by a rating or advisory organi zati on shall not be

sufficient in itself to support a finding that an agreenent

to so adhere exists and may be used only for the purpose of

suppl enenting or explaining direct evidence of the existence

of any such agreenent.

(215 |1 LCS 5/ 371A-40 new)

Sec. 371A-40. Exchange of infornation or experience

dat a; consultation wth rating organi zati ons and conpani es.

Cooperation anpng rating organizationS or anong rating

organi zations and conpanies in rate nmeking or in other

matters within the scope of this Article i s her eby

aut horized. The Director may review this cooperation and if,

after a hearing upon notice to all cooperating parties, he

finds that the <cooperation is unfair or unreasonable or

ot herwi se inconsistent with the provisions of this Article,

he nmay issue a witten order specifying in what respects the

cooperation is unfair or unr easonabl e or ot herw se

i nconsi st ent with the provisions of this Article and

requiring the di sconti nuance of the cooperation.

(215 |1 LCS 5/ 371A-45 new)

Sec. 371A-45. Joint underwiters and reinsurers; conduct

of operation in State; nenbership or subscri ption to

organi zation; nonconpliance wth Article. Upon conpli ance

with the provisions of this Article, a rating organization,

advi sory organi zation, and any group, association, or other
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organi zation of admtted conpanies that engages in joint

underwriting or joint reinsurance through the organi zati on or

by standing agreenent anpng the menbers of the organi zati on

may conduct operations in this State. Wth respect to

i nsurance risks or operations in this State, no conmpany nny

be a nenber or subscriber of any such organi zati on, group, or

associ ation that has not conplied with the provisions of this

(215 | LCS 5/371A-50 new)

Sec. 371A-50. Rating organizations; existing licenses

conti nued.

(a) No rating organi zation may conduct its operations in

this State without first filing with the Director a witten

application for and securing a license to act as a rating

organi zation, however, a |license issued to a rati ng

organi zation pursuant to Section 459 shall continue in effect

unti | t he expiration date of that license. A rating

organi zation may nake application for and obtain a |license as

arating organization if it nmeets the requirenents for

license set forth in this Article.

(b A rati ng organi zati on shal | file with its

application:

(1) a copy of its constitution, its articles of

i ncorporation, aqgr eenent, or association, and its

by-laws, rules, and requl ati ons governi ng the conduct of

its business, all duly certified by the custodian of the

originals thereof;

(2) alist of its menbers and subscri bers;

(3) the nane and address of a resident of this

State upon whom notices or orders of the Director or

process affecting the rating organi zati on nay be served;

and

(4 a statenent of its qualifications as a rating
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organi zati on.

The fee for filing an application for license as a rating

organi zation i s $25, payable in advance to the D rector.

(215 I LCS 5/ 371A-55 new)

Sec. 371A-55. Evi dence prerequisite to |icense. To

obtain and retain a license, a rating organization shal

provi de sati sfactory evidence to the Director that it will:

(1) pernit any admtted conpany to becone a nenber of or

a subscriber to the rating organi zation at a reasonable cost

and wi thout discrimnation, or to withdraw therefrom

(2) neither have nor adopt any rule or exact any

agreenent, the effect of which would be to require any nenber

or subscriber as a condition to nenbership or subscribership,

to adhere to its rates, rati ng pl ans, rating systens,

underwriting rules, or policy forns;

(3) neither adopt any rule nor exact any agreenent the

effect of which would be to prohibit or reqgulate the paynent

of dividends, savings, or unabsorbed prenium deposits all owed

or returned by conpanies to their policyhol ders, nenbers, or

subscri bers:;

(4) neither practice nor sanction any plan or act of

boycott, coercion, or intimndation;

(5) neither enter into nor sanction any contract or act

by which any person is restrained fromlawfully engaging in

t he i nsurance busi ness; and

(6) notify the Director pronptly of every change in its

constitution, its articles of incorporation, agr eenent , or

association, its by-laws, rules, and reqgul ati ons governi ng

the conduct of its business, its list of nenbers and

subscri bers, and the nane and address of the resident of this

State designated by it upon whomnotices or orders of the

Director or process affecting the organi zati on nay be served.
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(215 ILCS 5/371A-60 new)

Sec. 371A- 60. Exam nati on of application and

i nvestigation of applicant; issuance of |icense.

(a) The Director shall exanine each application for

license to act as a rating organi zati on and and may nmake such

further investiqgation of the applicant, its affairs, and its

pr oposed pl an of busi ness as he deens desirabl e.

(b) The Director shall issue the license applied for

wthin 60 days after the application is filed with him if

fromthe exam nation and investigation he is satisfied that:

(1) the business reputation of the applicant and

its officers is good;

(2) the facilities of the applicant are adequate to

enable it to furnish the services it proposes to furnish;

and

(3) the applicant and its pr oposed pl an of

operation conformto the requirenents of this Article.

Oherwise, but only after hearing upon notice, the

Director shall in witing deny the application and notify the

applicant of his decision and his reasons therefor.

(c) Licenses issued pursuant to this Section shal

remain in effect until revoked as provided in this Article.

(215 I LCS 5/ 371A-65 new)
Sec. 371A- 65. Rul es gover ni ng eligibility f or

menbership. Subject to the approval of the Director a

licensed rating organization nmay nmake reasonable rul es

governing eligibility for menbership.

(215 I LCS 5/ 371A-70 new)

Sec. 371A-70. Conpani es with commbpn ownership or

managenent. |If 2 or nore conpanies having a conmbn ownership

or operating in this State wunder commbn managenent are

adm tted for the classes or types of insurance for which a
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rating organization is licensed to make rates, the rating

organi zation may require as a condition to nenbership or

subscri bership of one or nobre that all such conpani es shal

becone nenbers or subscri bers.

(215 I LCS 5/ 371A-75 new)

Sec. 371A-75. Advisory organization.

(a) No advi sory organi zati on shal | conduct its

operations in this State unless and until it has filed wth

the Director:

(1) a copy of its constitution, its articles of

i ncorporation, agreenent, or associ ati on, and its

by-laws, rules, and requl ati ons governing its activities,

all duly certified by the custodian of the originals

(2) alist of its menbers and subscri bers; and

(3) the nane and address of a resident of this

State upon whom notices or orders of the Director or

process nay be served.

(b) An advisory organi zation shall notify the Director

pronptly of every change in its constitution, its articles of

i ncorporation, agreenent, or association, its by-laws, rules,

and reqgqulations gqoverning the conduct of its business, its

list of nenbers and subscri bers, and the nane and address of

the resident of this State designated by it upon whom noti ces

or orders of the Director or process affecting the

organi zati on may be served.

(c) An advisory organization nmy not engage in any

unfair or unr easonabl e practice wth respect to its

activities.

(215 ILCS 5/371A-80 new)

Sec. 371A-80. Joint underwiting and joint reinsurance.

(a) A group, association, or other organization of
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conpanies that engages in joint underwiting or j oi nt

rei nsurance through the group, association, or organi zation

or by standi ng agreenent anpng the nenbers thereof shall file

with the Director

(1) a copy of its constitution, its articles of

i ncorporation, aqgr eenent, or association, and its

by-laws, rules, and requl ations governing its business,

all duly certified by the custodian of the originals

(2) alist of its nenbers; and

(3) the nane and address of a resident of this

State upon whom notices or orders of the Director or

process affecting the group, association, or organization

may be served

(b) A group, association, or other organization that

engages in joint underwiting or joint reinsurance shal

notify the Director pronptly of every change in its

constitution, its articles of incorporation, agreenent, or

association, its by-laws, rules, and reqgulations gqgoverning

the conduct of its business, its list of nenbers, and the

nane and address of the resident of this State designated by

it upon whom notices or orders of the Director or process

affecting the group, association or organization nay be

served.

(c) A group, association, or organi zation that engages

in joint underwiting or joint reinsurance nay not engage in

any unfair or unreasonable practice wth respect to such

activities.

(215 | LCS 5/ 371A 85 new)

Sec. 371A-85. Mai nt enance of records; conpliance wth

Secti on.

(a) A conpany, rati ng organi zati on or advi sory

organi zation, and a group, association, or other organi zation
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of conpanies that engages in joint underwiting or joint

rei nsurance shall mai ntain reasonable records, of its

experience or the experience of its nenbers and of the data,

statistics, or infornation collected or wused by it in

connection with the rates, rati ng pl ans, rating systens,

underwriting rules, policy forns, surveys, oOr inspections

made or used by it so that the records will be available at

al reasonable tines to enable the Director to deterni ne

whet her the organi zati on, conpany, group, Or association and,

in the case of a conmpany or rating organi zation, every rate,

rating plan, and rating systemnmade or used by it conplies

with the provisions of this Article. The mai ntenance of these

records in the office of alicensed rating organization of

which a conpany is a nenber or subscriber is sufficient

conpliance with this Section for any conpany naintaining

menbership or subscribership in the organization to the

extent that the conpany uses the rates, rati ng pl ans, or

rating systens of the organi zation. The records nust be nade

avai |l abl e for exam nation or inspection by the Director at

any tine upon reasonabl e notice.

(b) The Director shall adopt, and may nodify, reasonabl e

rules and statistical plans that each conpany nust use in the

recording and reporting of its |loss and countryw de expense

experience in order that the experience of all conpanies nnay

be nmade available at least annually in such form and det ai

as nay be necessary to aid the Director in deternning

whether rates conply with this Article. The rules and

statistical plans nay also provide for the recordi ng and

reporting of expense experience itens that are specially

applicabl e to this State and are not susceptible of

deternination by a prorating of countryw de expense

experi ence.

(c) In adopting the rules and plans, the Director shal

gi ve due consideration to the rating systens in use in this
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State and, in order that the rules and plans may be as

uniformas is possible anbng the several states, to the rules

and to the formof the plans used for rating systens in other

states. No company shall be required to record or report its

| 0ss experi ence on a cl assification basis that 1is

i nconsistent with the rating systemused by it.

(d) The Director nmay designate one or nore rating

organi zations or other agencies to assist him in gathering

and neking conpilations of |oss and expense experience. The

conpil ations nmust be nade available, subject to reasonable

rules adopted by the Director, to conpanies and rating

organi zati ons.

(215 ILCS 5/371A-90 new)

Sec. 371A-90. Report of | oss and expense data.

(a) The Departnent shall pronulgate rules that require an

insurer licensed to wite accident and health insurance in

t he State to record and report its loss and expense

experi ence and other data as may be necessary to deternine

whether rates are fair and appropriate. The Departnent nmay

designate one or npbre rating service organizations or

advi sory organizations to gather and conpile the |oss and

expense experience and data. The Departnent shall require an

insurer licensed to wite accident and health insurance in

this State to subnmt a report, on a formfurnished by the

Departnent, showing its direct witings in this State and the

Uni ted St ates.

(b) The report nmust include all of the followi ng data,

both specific to this State and also to the United States, by

the type of insurance for the previous year ending on the

31st day of Decenber:

(1) Drect premuns witten.

(2) D rect pren uns earned.

(3) Net investnent incone, including net realized
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capital gains and |osses, using appropriate estinmates

wher e necessary.

(4) Incurred clainms, devel oped as the sum of the

followng (the report nust include data for each of the

foll owi ng cateqgories used to devel op the sumof incurred

(A dollar anount of clainse closed wth

paynent:; plus

(B) reserves for reported clains at the end of

the current year: ninus

(C) reserves for reported clains at the end of

t he previous year:; plus

(D) reserves for incurred but not reported

claine at the end of the current year:; ninus

(E) reserves for incurred but not reported

claine at the end of the previous year; plus

(F) 1loss adjustment expenses f or cl ai ns

cl osed; plus

(G reserves for Loss Adjustment Expense at

the end of the current year:; m nus

(H reserves for Loss Adjustnent Expense at

the end of the previ ous vear.

(5) Actual incurred expenses allocated separately

to | oss adjustnent, conm ssions, other acquisition costs,

adverti sing, general office expenses, taxes, licenses and

fees, and all other expenses.

(6) Net underwiting gain or | oss.

(7) Net operation gqgain or |oss, i ncluding net

i nvest nent i ncome.

(8) The nunber and dollar anmount of clains closed

with paynent, by vear incurred and the anount reserved

(9) The nunber of clains closed wi thout paynent and

the doll ar anmount reserved for those cl ai ns.
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(10) Federal income tax recoverabl e.

(11) Any other information request ed by t he

Depart ment.

(c) For the first vyear only in which the insurer is

required to file this report, the data required by paragraphs

(1) through (7) of subsection (b) nust include the previous

cal endar year and each of the preceding 4 cal endar years.

(d) It is the duty of the Departnment to annually conpile

and review all reports subnmitted by insurers pursuant to this

Section to deternm ne the appropriateness of premumrates for

acci dent and heal th i nNsur ance in this State. The

Departnment's findings and the filings shall be published,

provided to the CGeneral Assenbly, and nade avail able to any

interested insured or citizen. |f the Departnent finds at

any tine that any rate is no longer fair or appropriate, it

shall issue an order withdrawing its approval. The order

shall specify reasons for withdrawal of approval, shall be

furnished to each affected insurer and rating organization,

and shall be effective in not less than 30 days after its

i ssuance unless an affected insurer neets the burden of

showing that the rate is in fact fair and appropri ate.

(f) An i NSur ance conpany shall file all of the

information required under this Section with the Departnent

as a prerequisite to obtaining pernmission to wite coverage,

to continue to do business, or to file for rate increases.

(g) An insurer that fails to conply with the terns of

this Section shall pay a civil penalty of a fine of $10, 000

and thereafter a fine of $200 daily until it conplies wth

this Secti on.

(215 | LCS 5/ 371A 95 new)

Sec. 371A-95. Exam nation of rating and advisory

organi zations, joint underwiters, and reinsurers; acceptance

of report from another state; conpliance with Article.
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(a) At least once every 5 vears and nay as often as nmay

be reasonabl e and necessary, the Director shall nmake or cause

to be made an exam nation of each licensed rating

organi zati on. The Director nmay, as often as may be

reasonable and necessary, nmke or cause to be nade an

exam nati on of any advi sory organi zati on or gr oup,

associ ation, or other organization of conpanies that engages

in joint underwiting or joint reinsurance.

(b) Instead of making an exam nation, the D rector may

accept the report of an exam nation nade by the insurance

supervi sory official of another state.

(c) In exanining any organi zation, group or association

pursuant to this Section, the Director shall ascertain

whether the organization, group, or association and, in the

case of a rating organi zation, any rate or rating system nade

or used by it conplies with this Article.

(215 |1 LCS 5/ 371A- 100 new)

Sec. 371A-100. Exam nation of Adnitted conpanies; rate

over char ge refunds.

(a) A conpany found to have failed or refused to refund

any overcharges as deternmined pursuant to Section 371A-20

shal | pay a penalty to the Departnent of |nsurance of $100

per day for each such violation. A refusal to refund

overcharges to any one policyholder is a violation under this

Article and additional refusal s shal | be consi dered

additional violations under this Article.

(b) Continued r ef usal by a conpany to ref und

poli cyhol der overcharqges after an Order of the Director to so

refund under this Article nmay subject a conpany to suspensi on

of its certificate of authority until it has conmplied with

the Order of the Director and refunded the overcharges.

(215 I LCS 5/ 371A-105 new)
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Sec. 371A-105. Exani nation of of ficers, manager s,

agents, and enployees; exhibition of books. The officers,

managers, agents, and enpl oyees of any organi zation, group,

association, or conpany sSubject to this Article nmy be

exam ned at any tine under oath and shall exhibit all books,

records, accounts, docunents, or agreenents governing its

met hods of operation, together with all data, statistics and

i nformati on of every Kkind and character collected or

considered by the organization, qgroup, association, or

conpany in the conduct of the operations to which the

exam nation rel ates.

(215 ILCS 5/ 371A-110 new)

Sec. 371A-110. Paynment of <cost of exam nation. The

reasonabl e cost of any exani nation authorized by this Article

shall be paid by the organization, qroup, association, or

conpany to be exam ned.

(215 ILCS 5/ 371A-115 new)

Sec. 371A-115. Noncompl i ance of rate, rati ng plan or

systenm notice by Director. If after examnation of a

conpany, rating organization, advi sory organi zati on, or

group, association, or other organi zation of conpani es that

engages in joint underwiting or joint reinsurance the

Director has good cause to believe that the conpany, rating

or advisory organi zation, group, Or association or any rate,

rating plan, or rating systemnmade or used by the conmpany,

rating or advisory organi zation, group, Or association does

not conply with the requirenents and standards of this

Article, he shall, unless he has good cause to believe the
nonconpliance is wlful, give notice in witing to the
conpany, rati ng or advi sory organi zation, qroup, or

associ ation stating to the extent possible the manner in

which the nonconpliance is alleged to exist and specifvying a
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reasonable tine of not fewer than 10 days wthin which the

nonconpl i ance nay be corrected.

(215 I LCS 5/ 371A-120 new)

Sec. 371A-120. Hearing; notice; hearing not to include

addi ti onal subj ects. If the Director has good cause to

believe nonconpliance to be wilful or if, within the period

prescribed by the Director in the notice required by Section

371A-115, the conpany, rating or advisory organization,

group, or association does not nmake the changes necessary to

correct the nonconpliance specified by the Director or

establish to the satisfaction of the Director that the

speci fi ed nonconmpli ance does not exist, then the Director nay

hold a public hearing regarding the nonconpliance. Wthin a

reasonabl e period of tine, which shall be not less than 10

days before the date of the hearing, the Director shall nmil

witten notice specifying the matters to be considered at the

hearing to the conpany, rating or advisory organization,

group, or association. If no notice has been given as

provided in Section 371A-115, the notice shall state to the

extent possible in what manner the nonconpliance is all eged

to exist. The hearing shall not include any additional

subjects not specified in the notices required by Section

371A-115 or this Secti on.

(215 ILCS 5/ 371A-125 new)

Sec. 371A-125. | ssuance of O ders:; suspensi on or

revocation of certificate of authority or |icense.

(a) |If after a hearing pursuant to Section 371A-120, the

Director finds that a rate, rating plan, or rating system

violates the provisions of this Article, he nay issue an

order to the conpany or rating organi zation specifying in

what respects the violation exists and stating when, within a

reasonabl e period of tine, the further use of the rate or
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rating system by the conpany or rating organization in

contracts of insurance nade thereafter shall be prohibited.

(b) If after a hearing pursuant to Section 371A-120, the

Director finds that a conpany, rating organi zati on, advi sory

organi zati on, Oor a group, association, or other organi zation

of conpanies that engages in joint underwiting or joint

reinsurance is in violation of the provisions of the Article

other than the provisions dealing with rates, rati ng pl ans,

or rating systens, he may issue an order to the conpany,

rating or advisory organization, qroup, or associ ati on

speci fyi ng in what respects the violation exists and

requiring conpliance within a reasonable tine thereafter.

(c) If after a hearing pursuant to Section 371A-120, the

Director finds that a violation of any of the provisions of

this Article by a conpany or rating organi zation was wl ful,

he may suspend or revoke, in whole or in part, t he

certificate of authority of the conpany or the license of the

rati ng organi zati on.

(d) If after a hearing pursuant to Section 371A-120, the

Director finds that a rating organization has wlfully

engaged in any fraudul ent or di shonest act or practices, he

may suspend or revoke, in whole or in part, the |license of

the organi zation in addition to any other penalty provided in

thi s Code.

(215 I LCS 5/ 371A-130 new)
Sec. 371A-130. Failure to conply with Order; suspensi on

or revocation of license or certificate. In addition to other

penalties provided in this Code, the Director nmay suspend or

revoke, in whole or in part, the |license of any rating

organi zation or the certificate of authority of any conpany

that fails to conply, within the tine specified by the order

or any extension thereof that the Director may grant, with an

order of the Director lawfully nmade by him pursuant to
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Section 371A-125 and not reversed or nodified pursuant to

Section 371A-135.

(215 I LCS 5/ 371A-135 new)
Sec. 371A-135. Conduct or pr oceedi ngs; power s of

Director;: judicial review

(a) Except as otherwise provided in this Code, al

adm ni strative proceedings in connection wth the denial,

suspension, or revocation of a license or certificate of

authority under this Article shall be conducted in accordance

with the provisions of Sections 401, 402, 403, and 405 of

thi s Code.

(b) Al orders or decisions of the Director under this

Article are subj ect to j udi ci al revi ew under t he

Adm ni strati ve Revi ew Law.

(215 I LCS 5/ 371A-140 new)
Sec. 371A-140. Rebat es pr ohi bi t ed; excl usi on of

commi ssions, dividends. An insurance producer may not

knowi ngly charge, demand, or receive a preniumfor any policy

of insurance except in accordance with the provisions of this

Article. A conpany, enployee of a conmpany, and an insurance

producer nay not pay, allow, or give, directly or indirectly,

as an i nducenent to insurance or after insurance has been

effected, any rebate, discount, abatenent, credit, or

reduction of the premiumnaned in a policy of insurance or

any special favor or advantage in the dividends or other

benefits to accrue thereon, or any val uable consideration or

i nducenent what ever , not specified in the policy of

i nsurance, except to the extent provided for in an applicable

filing. An insured naned in a policy of insurance and any

enpl oyee of the insured may not knowi ngly receive or accept,

directly or indirectly, any rebate, discount, abatenent,

credit or reduction of premum or any such special favor or
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advant age or val uabl e consideration or inducenent. Nothing in

this Section shall be construed as prohibiting the paynent of

commi ssions or other conpensation to duly licensed insurance

producers nor as prohibiting any conpany fromall ow ng or

returning to its participating policyholders, nenbers, or

subscri bers di vi dends, savi ngs, or unabsorbed prenm um

(215 I1LCS 5/ 371A-145 new)

Sec. 371A-145. Infornation not to be wilfully w thheld.

No person, conpany, or organi zation shall wilfully w thhold

information from or knowingly qgive false or msleading

information to, the Director or to any rating organi zation,

advi sory organi zati on, conpany, Or qgroup, association, or

other organization of conpanies that will affect the rates,

rating systens, or premunse for the classes of insurance

subject to this Article.

(215 I LCS 5/ 371A-150 new)
Sec. 371A- 150. Failure to conmply wth final order of

Director; penalty.

(a) A per son, conpany, organi zati on, qgroup, or

association that fails to conply with a final order of the

Director under this Article shall be liable to the State in

an anount not exceedi ng $50, but if the failure is w | ful he

or it shall be liable to the State in an amount not exceeding

$5,000 for such failure. The D rector shall collect the

anount so payable and nmay bring an action in the nane of the

people of the State of Illinois to enforce collection. These

penalties may be in addition to any other penalties provided

(b) A wilful violation of the provisions of this Article

by any person is a m sdeneanor.
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(215 I LCS 5/ 371A-155 new)
Sec. 371A-155. Paynment of dividends not prohibited or

requl ated; plan for paynent not rating system Nothing in

this Article shall be construed to prohibit or requlate the

paynent of dividends, savings, or unabsorbed pren um deposits

allowed or returned by conpanies to their policyhol ders,

menbers, or subscribers. A plan for the paynent of divi dends,

savi ngs, or unabsorbed pren um deposits allowed or returned

by conpanies to their policyhol ders, nenbers or subscribers

shall not be deened a rating plan or system

(215 I LCS 5/ 371A-160 new)
Sec. 371A-160. Acts done by authority of Article not

violation of other | aws. No act done, action taken, or

agreenent nade pursuant to the authority conferred by this

Article shall constitute a violation of or grounds for

prosecution or civil proceedi ngs under any other law of this

St at e heretof ore or hereafter enacted which does not

specifically refer to i nsurance.

(215 I LCS 5/ 371A-165 new)

Sec. 371A-165. Subnmission of rates, rating plans, and

rati ng nanuals. The Director nmay require subni ssion of copies

of the rates, rating schedules, and rating nmanuals of a

conpany as he deens necessary and proper. The subm ssion of

rates, rating schedules, and rating manuals to the Director

by a licensed rating orqgani zation of which a conpany is a

menber or subscriber is sufficient conpliance wth this

Secti on f or any conpany mai nt ai ni ng menbershi p or

subscri bership in the organi zation, to the extent that the

conpany uses the rates, rating schedules, and rati ng nanual s

of the organi zation. Subnm ssion to the Director by a conpany

or rating organization wthin a reasonable tinme after the

date that the rates, rating schedules, or rating nmnuals
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becone effective shall be deened sufficient conpliance with

the requirenents of this Section.

Secti on 99. Effective date. This Act takes effect

January 1, 2004.
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| NDEX
St at utes anended in order of appearance
SEE | NDEX
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