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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 500-80 as foll ows:

(215 1LCS 5/500-80)

Sec. 500-80. Commi ssions.

(a) An insurer or insurance producer nmay not pay a
comm ssion, service fee, brokerage, or ot her val uabl e
consi deration to a person for selling, soliciting, or
negotiating insurance in this State if +that person is
required to be licensed under this Article and is not so
licensed at the tinme of selling, soliciting, or negotiating
t he i nsurance.

(b) A person may not accept a conm ssion, service fee,
brokerage, or other valuable -consideration for selling,
soliciting, or negotiating insurance in this State if that
person is required to be licensed under this Article and 1is
not so |icensed.

(c) Renewal or other deferred conm ssions may be paid to
a person for selling, soliciting, or negotiating insurance in
this State if the person was required to be |icensed under
this Article at the time of the sale, solicitation, or
negoti ation and was so licensed at that tine.

(d) An insurer or insurance producer may pay or assign
comm ssions, service fees, brokerages, or other valuable
consideration to an insurance agency or to persons who do not
sell, solicit, or negotiate insurance in this State, unless
t he paynent would violate Section 151 of this Code.

(e) Wien an insurance producer or business entity

charges any fee or conpensation separate from conmmi ssi ons
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deductible from or directly attributable to, premuns on

i nsurance policies or contracts, it nust conply with all of

t he foll ow ng:

(1) It nust provide witten disclosure to the

consuner or contracting party that clearly specifies the

anount or extent of the conpensation or fee prior to the

delivery of the corresponding policy. A copy of the

witten disclosure nust be nmi ntained by the producer or

busi ness entity that collects the conpensation or fee for

a period of 7 years.

(2) |If the conbi ned conpensation or fee exceeds 10%

of a directly attributable premi um anount of a

corresponding contract or policy, the disclosure nust

al so include the signature of the consuner or contracting

party acknow edgi ng the conpensation or fee.

(3) If an insurance policy or contract is cancelled

for any reason within 90 days followng the inception

date, the producer or business entity shall refund to the

consuner a prorated portion of the fee or conmpensati on

within 30 days after the producer or business entity

receives proper docunentation that the corresponding

i nsurance policy or contract has been cancelled. At no

tinme shall a producer or business entity charge the

consuner a fee or conpensation for cancellation of any

i nsurance policy or contract.

(4) If the policy file contains docunmentation that

the producer perforned a service corresponding to the

applicable coverage or policy and the witten disclosure

stated that the fees were fully earned, then those fees

shall be fully earned at inception of the disclosure's

execution. Exeept--as--to--conntsstons--deductible--from
pFent uas- - - ON- - - t ASUF anece---poli et es---of--contraets--for
I ASUF anee; - an- t ASuUr ance- pr oducer - of - busi ness-enti ty- - does

net - - have- - any--frt ght - -t o- conpensatt on-from an- t nsur ed- or
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pr ospect it ve-t Asur ed- f of - of - on- account - of -t he- -t ransacett on
of - t Asur anee- bust ness- unt ess-the-rt ght -t o- conpensati on-ts
stat ed--on--a--separate--witten--penporandumthat-clearty
speet ft es-t he- anpunt - of - extent - of - -t he- -serviece- - f ee- - and
that--is--provided-to-the-appliecant-or-insured-before-the
per f or rance- of -t he-servi ee- or - t he- t ssuanee- of - t he- pol t ey;
whi ehever-is-fifrst:--A copy-of - -t he- - reppr andum - Aust - - be
frat At at ned- - by- - any- pr odueer - who- col | ect s- or - Fecet ves-t he
serviee-fee-or-any-portion-of-the-serviece--fee:----tf--the
conpensatt on- - ofr - - servi ce- - f ee- exeeeds- 10% of - t he- pr eft um
anpunt - or - pot ent t al - pr ent um andunt - - of - -t he- - cont r act - - of
pol t ey; -t he- renor andum shal | - | nel ude-t he- st gnat ure- of - t he
t Asuf ed- - - oF - - - pr ospect t ve- - - t Asur ed- - - acknowt edgt ng- - t he
conpensat t on- or - servi ee- f ee:
(f)--Any--conpensation--or--serviece--fee--recetved--on--a
contract-or-poliey-that-is-later-canceled;-wthin--the--first
hal f- of -t he- contract- or - pol t ey- peri od; - f or - any- r eason- nust - be
Fetur ned-to-t he-t nsured- by-t he-t nsur ance- pr odueer - of - bust ness
entity--at--a--prorat ed- anpunt - - - The- pr or at ed- anpunt - shal | - be
based-on-the-length-of-the-termof--the--poliey--or--contract
conpared--to--the--tine--that-contract-or-poliey-was-+n-force
sueh-t hat -t he- anpunt -returned-refl ects--the--portton--of--the
term-of-the-contract-of-poliey-durt ng-whi eh-the-contract - was
net-tn-foree:--There-shalt-be- no- conpensatt on- or-serviee--fee
assessed- or - reecet ved- on- a- cont ract - or - pol t ey- by-t he- t Asur anee
pr oducer - of - bust ness-ent it ty-f or - pr ocesst ng- sueh- eancel t att on-

(Source: P.A 92-386, eff. 1-1-02.)

Section 99. Effective date. This Act takes effect upon

becom ng | aw.
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