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1 AN ACT in relation to property.

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

3 represented in the General Assenbly:

4 Section 5. The Condom nium Property Act is anmended by
5 changi ng Sections 12 and 12.1 as foll ows:

6 (765 1LCS 605/12)

7 Sec. 12. Insurance.

8 (a) Required coverage. A condom nium association nust
9 mai ntain the follow ng insurance coverage:

10 (1) Property insurance. Property insurance (i) on
11 the common elenents and the units, including the |limted
12 common el enents and except as otherw se deternmi ned by the
13 board of nmnagers, the bare walls, floors, and ceilings
14 of the unit, (ii) providing coverage for special form
15 causes of loss, and (iii) in a total amount of not |ess
16 than the full insurable replacenent cost of the insured
17 property, less deductibles, but including coverage for
18 nmuni ci pal _building code requirenents, at the tine the
19 i nsurance is purchased and at each renewal date.

20 (2) Ceneral liability insurance. Commercial genera

21 liability i nsur ance against clains and liabilities
22 arising in connection with the ownership, existence, use,

23 or _managenent of the property in a mninmum anmount of
24 $1, 000,000, or a greater anpunt deened sufficient in the
25 judgnent of the board, i nsuring t he boar d, t he
26 association, the nmanagenent agent, and their respective
27 enpl oyees and agents and all persons acting as agents.

28 The developer nust be included as an additional insured
29 inits capacity as a unit owner, nanager, board nenber,

30 or officer. The unit owners nust be included as

31 addi ti onal insured parties but only for <clains and
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liabilities arising in connection with the ownershinp,

exi stence, use, or nmanagenent of the conmmpn el enents. The

insurance nust cover clainse of one or nore insured

parti es agai nst other insured parties.

(3) Fidelity bond; directors and officers coverage.

(A) An association with 6 or nore dwelling

units nust obtain and nmintain a fidelity bond

coveri ng persons, including the managi ng agent and

its enployees who control or disburse funds of the

association, for the maxinum anount of coverage

avai l able to protect funds in the custody or control

of the association, plus the association reserve

(B) Al managenent conpani es t hat are

responsible for the funds held or adm ni stered by

t he associ ati on nust be covered by a fidelity bond

for the maxinmum anobunt of coverage available to

protect those funds. The association has standing to

make a | oss claimagai nst the bond of the nmnaging

agent as a party covered under the bond.

(C For purposes of paragraphs (A and (B)

the fidelity bond nust be in the full anount of

associ ation funds and reserves in the custody of the

associ ation or the nmanagenent conpany.

(D) The boar d of directors nust obtain

directors and officers liability coverage at a | evel

deened reasonable by the board, if not otherw se

established by the declaration or bylaws. Directors

and officers liability coverage nust extend to al

contracts and other actions taken by the board in

their official capacity as directors and officers,

but this coverage shall exclude actions for which

the directors are not entitled to indemmification

under the General Not For Profit Corporation Act of
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1986 or the declaration and byl aws of t he

associ ati on.

(b) Contiguous wunits:; inprovenents and betternents. The

i nsurance nmi ntai ned under subdivision (a)(1l) nust include

the wunits, the linmted commbn el enents except as ot herw se

deternined by the board of nanagers, and the common el enents.

The i nsurance need not cover inprovenents and betternents to

the wunits installed by unit owners, but if inprovenents and

betternents are covered, any increased cost may be assessed

by the associ ation agai nst the units affected.

Common elenents include fixtures |located wthin the

unfinished interior surfaces of the perineter walls, floors,

and ceilings of the individual units initially installed by

the developer. Common elenents exclude floor, wall, and

ceiling coverings. "lInprovenents and betternents" neans al

decorating, fixtures, and furnishings installed or added to

and | ocated within the boundaries of the wunit, including

electrical fixtures, appliances, air conditioning and heating

equi pnent, water heaters, or built-in cabinets installed by

unit owners.

(c) Deductibles. The board of directors of t he

association may, in the case of a claimfor damage to a unit

or the common el enents, (i) pay the deductible anbunt as a

commbn expense, (ii) after notice and an opportunity for a

heari nq, assess the deducti bl e anpbunt agai nst the owners who

caused the damage or from whose units the damage or cause of

|l oss originated, or (iii) require the unit owners of the

units affected to pay the deducti bl e anmount.

(d) Oher coverages. The declaration nmy require the

association to carry any other insurance, including workers

conpensation, enploynent practices, environnental hazards,

and equi pnent breakdown, the board of directors considers

appropriate to protect the association, the unit owners, or

officers, directors, or agents of the associ ation.
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(e) Insured parties; waiver of subrogation. | nsur ance

policies carried pursuant to subsections (a) and (b) nust

i ncl ude each of the foll owi ng provisions:

(1) Each unit owner and secured party is an insured

person under the policy with respect to liability arising

out of the unit owner's interest in the comon elenents

or nenbership in the associ ati on.

(2) The insurer waives its right to subrogation

under the policy against any unit owner of t he

condom nium or nenbers of the unit owner's household and

agai nst the association and nmenbers of the board of

directors.

(3) The unit owner waives his or her right to

subrogation under the association policy against the

associ ation and the board of directors.

(f) Primary insurance. |If at the tinme of a | oss under

the policy there is other insurance in the name of a wunit

owner covering the sane property covered by the policy, the

association's policy is prinmary insurance.

(g) Adjustnent of |osses; distribution of proceeds. Any

| oss covered by the property policy under subdivision (a)(1)

must be adjusted by and with the association. The insurance

proceeds for that | oss nust be payable to the associ ation, or

to an insurance trustee designated by the association for

t hat purpose. The insurance trustee or the association nust

hold any insurance proceeds in trust for unit owners and

secured parties as their interests may appear. The proceeds

must be di sbursed first for the repair or restoration of the

damaged common el enents, the bare walls, ceilings, and floors

of the units, and then to any inprovenents and betternents

the association nmay insure. Unit owners are not entitled to

receive any portion of the proceeds unless there is a surplus

of proceeds after the common elements and units have been

conpletely repaired or restored or the associati on has been
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term nated as trustee.

(h) Mandatory unit owner coverage. The board of

directors may, under the declaration and bylaws or by rule,

require condonm niumunit owners to obtain i nsurance covering

their per sonal liability and conpensatory (but not

consequential) danmges to another unit caused by t he

negligence of the owner or his or her quests, residents, or

invitees, or regardless of any negligence originating from

t he unit. The personal liability of a wunit owner or

associ ati on nenber nmust include the deductible of the owner

whose unit was damaged, any danage not covered by insurance

required by this subsection, as well as the decorating,

pai nti ng, wal | and floor coverings, trim appliances,

equi pnent, and ot her furnishings.

If the unit owner does not purchase or produce evidence

of insurance requested by the board, the directors nay

pur chase the insurance coverage and charge the prem um cost

back to the wunit owner. In no event is the board liable to

any person either with regard to its deci sion not to purchase

the insurance, or with regard to the tinmng of its purchase

of the insurance or the amounts or types of coverages

obt ai ned.

(i) Certificates of insurance. An insurer that has

i ssued an i nsurance policy under this Section nust issue

certificates or nenoranda of insurance, upon request, to any

unit owner or secured party. The insurance nmy not be

cancel ed until 60 days after notice of the proposed

cancel l ation has been nailed to the association, each unit

owner, and each secured party for an obligation to whom

certificates of insurance have been i ssued.

Contractors and vendors (except public wutilities) doing

business with a condom nium association under contracts

exceeding $10,000 per vyear nust provide certificates of

i nsurance naning the association, its board of directors, and
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its managi ng agent as additional insured parties.

(i) Non-residential condonm niuns. The provisions of this

Section may be varied or waived in the case of a condoni ni um

community in which all units are restricted to nonresidenti al

(k) Settl enent of clains. Any insurer defending a

liability claimagainst a condon nium association nmust notify

the association of the terns of the settlement no |ess than

10 days before settling the claim The associati on nay not

veto the settl enent unl ess otherw se provided by contract or

statute. J)---fa)--(1)--The--board- of - ranagers-shall - have-the
aut heri ty-t o- and-shal | - obt at n; - exeept - as- - ot her wt se- - provi ded
thn--Seetton--12:1; -t Asurance-f or - t he- property- agat nst - | oss- of
darmage- by-ft re- and- such- ot her - hazar ds- as- - ar e- - cover ed- - under
st andar d- - ext ended- cover age- provi sions-for-the-full-tnsurable
Fepl acenent - cost - of - t he- eonnon- el epent s- and-t he-unt ts- - - Every
I ASUF eF - - t Ssut ng- - a- pol t ey- agat Ast - | 0ss- or - darnage- by-fife- and
suech- ot her - hazar ds- as- ar e- - eover ed- - under - - st andar d- - ext ended
cover age- -t o- - a- - condont nt um - assoet att on--shal t - - pri at - on- or
attach-to-the-premumnetice-the--foll owt ng--statenent:---The
Condont At um - - Property---Aet---Feqguires---every- - - condont nt um
assoct att on-t 0- obt at n- + nsur ance-f or - t he- propert y- agat nst -} oss
of - damage- by- ft re- and- such- ot her - hazar ds- as- ar e- eover ed- under
t he- - st andar d- - ext ended- - eover age- - provi st ons--for--the--full
t Asur abl e- - repl acenent - - eosts: - - -Thi s- - pol t ey- - may- of - ray- not
satitsfy--this--requtrenent:---Please--exantne---your---poliey
carefully---to---determne---tf---it---conplies---wth--these
Fegut rerents:“-The-full -t nsurable--replacenent--cost--of--the
untts--may- -t nel ude- t he- repl acenent - eost - val ue- of - bett er pent s
and- t Apr ovenent s- rade- t n- and-to-a-unit-by-a-unit-owner-tf--it
I S--50--provi ded- by-t he- eondont At um deel arati on; -and-tf-it-is
so- pr ovi ded- t - - t he- - eondont At uMm - + NSt FuPeAt S; - - any- - + AEF ease
prent um - eharge-t heref or-shal | - be- assessed- t o-t hat - unt t - owner

under - t he- pr ovi st ons- of - Sect t on- 9- her eof -
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{2)--Sueh-t nsurance- eover age-shall -be-witten-in-the- nane
of ; - and- t he- pr oceeds- t her eof - shal | - be- deened- payabl e-to; - -t he
boar d- - of - ranager s; - as-trust ee- f or - each- of - t he- uni t - ovwners-i n
t he- pereent ages- est abl i shed- i n-t he- decl aratt on: - Any- t nsur ance
pol t ey- obt at ned- f or - t he- property- pursuant - t o- par agr aph- (1) - of
subseetton-(a)-of -this-Seetton;-whieh-fatls--to--contain--the
tFust ee- - pr ovi st ons- - requi r ed- by- t hi s- par agr aph- (2); - shal | - be
deened-t o- t ncor por at e- such- - provi st ons- -t nto- -t he- - polt ey- - by
oper at t on- of - | aw

{3)--The- boar d- of - ranager s; - or - t he- per sons- actt ng-+ n- sueh
capactty- pursuant -t o- Sectt on-18:- 2- of - -t hi s- - Aet ; - -shal } - - have
aut herity--to--destgnate--any-corporatton-gualtfied-to-aceept
and- exeeute-trusts-tn-this-state-to-act-as-agent--of--trustee
for;--ofF--as-suceessor-trustee-to;-sat d- boar d- of - ranager s- f or
t he- pur pose- of - col | ect i ng- and- di sbur st ng- t he- pr oceeds- of - sueh
I ASur anee-t A-t he- ranner - - provi ded- - by- -t he- - deel arat t on; - - t he
byl aws; - - and- - t hi s- Act - - Prent uns- f or - sueh- + Asur anee- and- ot her
expenses- i n- eonnect t on-t herewt t h- shal | - be- eonmon- expenses-

{b)--The- boar d- of - ranagers-shal | - have-t he- - aut hoert ty- - and
duty--te--obtatn--conprehenstve--publie--tiabitity--tnsurance
agatnst-clains-and-tiabilittes-artstng-+n-econneetton-wth-the
owner shi p; - - ext st ence; - - use- - or - mAnagenent - of - t he- property-in
arpunt s; -+ f - any; - spect ft ed- by-t he- eondont nt um NSt r UAERNt S- - OF
ot herwt se- - deened- -suffi et ent-+n-the-udgrent - of - t he- boar d- of
ranager s; - t ASur t ng- t he- boar d- of - manager s; - -t he- - unt t - - ovwner s
assect att on; - - t he- - ranagenent - - agent; - - and- -t het r- - Fespect i ve
enpl oyees; - - agent s- - and- - al } - - persons- - actt ng- as- agent s- - - The
devel oper-shall - be-t nel uded- as- an- addi tt onal -t nsured--tn--hi s
capactty--as--untt--owner - - and- boar d- renber - - - The- unt t - ovwner s
shall - be- -t nel uded- - as- - addi tt onal - -t nsureds--but--onlty--wth
Fespeet--to--that--portion--of--the-prentses-not-reserved-for
thet r- exel ust ve- use- - - The-t nsurance- shal | - eover - €l at ns- of - one
Of - AIPF e- t Asur ed- part+ es- agat Ast - ot her- - Asur ed- - partt es:- - - The

t Asufr anee- shal | - eont at h- a- wat ver - of - any-fi ght s-t o- subr ogat t on
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14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

by--the--tAsufrt ng- - eonpany- - agat nst - - any- - of - - t he- above- naned
I Asur ed- persons: - - Prent uns- f of - sueh- t nsur ance- shal | - be- eonmon
expenses:

{e)--The- boar d- of - ranagers-shal t - nott fy- -t Asur ed- - persons
coneer ni ng-t he- cancel | att on- of - t nsur anee- obt ai ned- pursuant-teo
the-terns- of -t hi s- Seett on-

(d)--Any- -t nsur er - def endi ng- a- €l at M agat nst - a- eondont Ak um
assoct atton-shalt-noetify-the-assoctatton-of-the-terns-of--the
sett}enent--before-settling-the-clatm--The-assoctatton-shaltl
not - have- power -t o- - vet o- - sueh--settl enent ; - - unl ess- - ot herwt se
provi ded- by- eontract - or - st at ut e-

(Source: P.A 84-1431; 84-1464.)

(765 ILCS 605/12.1) (from Ch. 30, par. 312.1)

Sec. 12.1. lnsurance risk pooling trusts.

(a) This Section shall be known and may be cited as the
Condom ni um and Conmon I nterest Community Ri sk Pooling Trust
Act .

(b) The boards of nanagers or boards of directors, as
the case may be, of two or nore condom nium associations or
comon interest community associations, are authorized to
establish, with the unit owners and the condom ni um or common
interest community associ ations as the beneficiaries thereof,
a trust fund for the purpose of providing protection of the
participating condom nium and commoDn interest conmunity

associ ations against the risk of financial |oss due to damage

to, destruction of or loss of property, or the inposition of

legal liability as required or authorized under this Act or
the declaration of the condom nium or comon i nt er est
community association. Sueh--trust--fund--shall--initially

assess---untt--- oWNer s- - an- - anpunt - - actuart al t y- - adequate--teo
est abl t sh- sueh- f und- and- shal | - - assess- - sueh- - anpunt s--as--are
Feqgut f ed- - t o- rat at at A- sueh- f und- - - Sueh- anpunt s- may- be-tr eat ed

as- - assessnent s- - of - -t he- - condont Ak uMm - OF - - - €ONTBA- - - | At er est
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conmunt t y- assect at t on-

(c) The trust fund shall be established and anended only
by a witten instrunent which shall be filed wth and
approved by the Director of Insurance prior to its becom ng
effective. The-birecetor-of-1tnsurance-shall-w thheol d- approval
of -any-tnstrunent-tf-it-does-not-conply-wth--the--provisteons
of --this- Seetton-of-any-rul e-or-regul att on- of -t he- bt r ect or - of
} Asur anee:-

(d) No econwpn-interest-conrunity association shall be a
beneficiary of the trust fund wunless it etther shall be
i ncorporated under the laws of this State or-shall-have-first
procured-a-Certificate-of-Authority--from-the--Seeretary--of
St at e.

(e) The trust fund is authorized to indemify the
condom nium and conmon interest comunity association
beneficiaries thereof against the risk of |oss due to damage,
destruction or loss to property or inposition of |egal
ltability as required or authorized under this Act or the
decl aration of the condom niumor common interest community
associ ation. The-trustee-of-the-trust-fund-ray- deternt ne- and
establish--contributions--to--the--trust---fund---actuarially
Fequt red-to-fund-the- operatt ons-and-carry- out -t he- pur peses- of
the-trust-fund-and- may-enter-into-contracts-in-order-to-carry
out - -t he- - pur poses--for-wht eh-t he- t rust - f und- was- est abl  shed;
provi ded- however; -t hat - any- sueh- contraets-shal | - - not - - pr ovi de
for--conpensatti on- - or- - paynents- -+ - - exeess- - of -t hat - whi eh-ts
Feasonable-tn-relatton-to--the--serviees--actually--pertforred
t her eunder -

(f) The--trust--fund--rmy--enter-tnto-witten-agreenents
wtt h- ot her -t rust - f unds- est abl t shed- under - t hi s- Seet t on- wher eby
the R sks assuned by the any-sueh trust fund may be pooled

and shared with sueh other trust funds establi shed under this

Secti on.
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under - -t hi s- - Act - - shal | - be- nat ur al - per sons- ever - t he- age- of - 18
who- are-restdents-of -t his-State:-

(h) (Blank). Every-sueh-trust-fund-shall-have--no--fewer
than- - 3--nor--npre-than-30-trustees:--No-tess-than-2{3-of-the
trustees-shall-be-offtecers;-directors;-trustees-or-full--tinpe
enpl oyees- - of - - a- - ceondont At UM - OF - - COAADA- - | Nt eF est - eoArunE ty
assoct att on- beneft et ary-of -t he-trust - f und-

(1) No trustee of the trust fund shall be paid a salary
or receive other conpensation, except that the witten trust
i nstrunment may provide for reinbursenent for actual expenses
incurred on behalf of the trust fund. Ne-trustee-or-any
enployer-or-affittate-of -any-trustee-of-the-trust-fund--shall
enter--tnto--any-contract-wth-the-trust-fund-for;-or-recetve
any- Apnt es- of - ot her - conpensat t on- of - t hi ng- of - val ue- what seever
from-the-trust-fund-for-serviees-perforned-for-or-on--behalt
of - -sueh- -t rust - - f und; - - execept - - as- ot her w se- provi ded-t n-thi s
Seet t on-

(j) (Blank). The-trustees-shall-serve--pursuant--te--the
terns-of-the-witten-trust-instrunent -exeept-that-the-witten
trust--tnstrunent--shaltl--set--forth--the--manner--tn-whieh-a
trust ee- of - a-trust - fund- may- be- - r enpved- - and- - t he- - rapner- -t n
whi eh- - vacanet es- - anpng- t he- t rust ees- of -t he- t rust - f und- may- be
fitled:

(k) (Blank). Ne-trustee-of-the-trust--fund--shall--serve
for-nore-than- 3- consecut t ve- years- unl ess- he-ts-reappot nted-t+n
t he- manner - provi ded-for-tn-the-witten-trust-+AStrFument-

(1) (Blank). The--trustees-of-the-trust-fund-shall-have
t he- powers-speeified-tn-the-witten--trust--instrupent--which
est abl t shed- t he-t rust - f und-

(m Each trust fund shall by-June-1-eof-each-year file
annually with the Director of Insurance a full independently
audited financial statenent. as--of--Decenber--31--0f--the
pr ecedi ng- - year; - - and- by- Aprt } - 1- of - each-year-a-report-of -t he

trustees-of -the-trust-fund-detatltng-the--operations--of--the
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trust--fund--and-ineluding-a-tist-of-all-beneftetartes-during
t he-year - and- - a--stat enent - -t hat - - each- - beneft et ary- - was- - net
tnelt gt bl e- exeept - as- provided-for-in-this-Seetton---The-truth
and- - aceur acy- - of -t he- fi nanet al - st at enent - and- report - shal | - be
attested-to- by- each-trustee:-The--ftnanetal --stat enent--shal}
t et ude- -t he- - opt nt on- - of - - an- - t ndependent - -certift ed- - publie
aceount ant - - on- -t he-fi nanet al - condi tt on- of -t he-t rust - f und- f or
the--post--reecent--cal endar--year--and--the--results--of--its
oper at t ons; - ehanges- it n- - f nanet al - - post tt on- - and- - ehanges--tn
capttal - -and--surplus--for--the-year-then-ended-itn-confornity
wtt h- aceount t ng- practices--pernttted--or--preseri bed--by--the
L not s- Depar t nent - of - | Asur anee:

(n) (Blank). A--benefictary-ts-tneligible-tf-he-or-she
ceases-t o- be- a- unt t - owner - of - a- condont nt uMm or - conOA- | ANt er est
conmunt ty- - assoct att on; - - exeept--where--tiability---of---sueh
beneftetary--was--tneurred--at--the-ttne-he-or-she-was-a-untt
OWAEF -

(o) (Blank). Ne-beneftetary--shall--have--any--cause- - of
actt on- - agat nst - - any- - ot her - beneft et ary- art st ng-sol el y- out - of
the-tnsolveney-or-inability-of-the-trust--fund--to--neet--its
obl t gatt ons; - - unl ess- - sueh- - ot her- benefietary-is-a-trustee- of
sueh- -trust - - fund- - and- - has- - breached--a--ftductary--duty--in
conneett on-wt t h- sueh-trust - fund: - Thi s- - subseett on--shal } - - not
pr ect ude- t he- assessnent - and- eol | ect + on- of - any- paynent s-t o-t he
trust--fund--to--correet--sueh-insolveney-of-tnabitity-of-the
trust-fund-to-pneet-its-obltgattons:

(p) (Blank). Ne--trust--fund--established--under---this
subsectt on--{d)--shall-grant-any-power-to-the-trustees-of-the
trust-fund-wht eh-is-t nconsistent-wth--this--Seetton--or--any
ot her-law of-this-State-

(q) (Blank). Every--trust--fund--established--hereunder
shalt--tnetude-itn-the-witten-trust-tnstrunment-the-basts-upon

whi eh- paynrent s- ar e- rade-t o- and-from t he-trust - f und-

(r) (Blank). Trust-funds-established-under-this--Seetton
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and- al | - persons-t nt erest ed-t heret n- or - deal i ng-t herewt t h-shal t
be--subjeet--to--the--provistons-of-Secttons-133;-144;-144:1;
149;-401;--401-1;--402;--403;--403A;--412;--and--al}l--of--the
provistons-of-Artieles-Vit;-VHEE;-VHEE-2/2;-XE} -1/ 2;-and- Xt }H}
of --the-tI}inoets-tnsurance- Code- - Exeept - as- ot her wt se- pr ovi ded
tn-this-Seetton;-trust--funds--established--under--and--whieh
fully--conply--with--this-Seetion-shall-net-be-subjeet-to-any
ot her - provi st on-of -t he- 1}t not s- | Asur ance- Code-

(s) The Director of Insurance shall have with respect to
trust funds established under this Section the powers of
exam nati on conferred upon him relative to insurance
conpanies by Section Seetions 132 threough--132:7 of the
I1'linois Insurance Code. The- eost - of - any- suech- exant nat t on
shal | - be- pat d- by-t he- t r ust - f und- exant ned-

(t) (Blank). The-birector--of--1nsurance--shall--charge;
col l ect - - and- - gt ve- proper - acqui t t ances- f or - t he- paynent - of - t he
fol | owt ng- f ees- and- ehar ges:

(t)--For--filing---trust---tnstrunents;---anendnents
thereto---and--finanet al - -stat enent - - and- -report--of--the
trust ees; - $25:

(it)--For-coptes-of - papers- or - F ecor ds- per - - page; - $1-

(tit)--For-certificate-to-copy-of - paper; - $5:

(tv)--For-filing-an-apptiecation-for-the-}ieenstng-of

a- eondont At um i sk- poel t ng- t Fust ; - $500-

(u) (Blank). This-Seetton-shall-apply-regardless-of--any
€ont r ary- pr ovi st ons- of - any- t Ast r urent -

(v) Trust funds established under and which fully conply
with this Section shall not be considered nenber insurance
conpanies or to be in the business of insurance nor shall the
provision of Article XXXIV of the Illinois Insurance Code
apply to any such trust fund established under this Section.

Law - shal } - - apply--to--and--govern--all--proceedi ngs--for-the

fudtetal -review of -fi nal - adnt nt strattve- deet st ons-under--this
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Seet i on-

(x) The Director of Insurance shall adopt reasonable

rules pertaining to t he st andar ds of cover age and

adm ni stration of trust funds authorized under this Secti on.

g »» W N P

(Source: P.A 89-97, eff. 7-7-95.)
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