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AN ACT concerni ng i nsurance producers.

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
changing Section 445 and adding Sections 500-5, 500-10,
500- 15, 500-20, 500-25, 500-30, 500-35, 500-40, 500-45,
500-50, 500-55, 500-60, 500-65, 500-70, 500-75, 500-80,
500- 85, 500-90, 500-95, 500-100, 500-105, 500-110, 500-115,
500- 120, 500-125, 500-130, 500-135, 500-140, 500-145, and
500- 150 as fol |l ows:

(215 ILCS 5/445) (from Ch. 73, par. 1057)

Sec. 445. Surplus line.

(1) Surplus [ine defi ned; sur pl us [ine i nsurer
requirenents. Surplus line insurance IS insurance on an
IIlinois risk of the kinds specified in Casses 2 and 3 of
Section 4 of this Code procured froman unauthorized 1nsurer
conpany or a donestic surplus line insurer as defined in
Section 445a after the insurance producer representing the
insured or the surplus line producer is wunable, after
diligent effort, to procure said insurance frominsurers
conpantes which are authorized to transact business in this
State other than donestic surplus line insurers as defined in
Section 445a.

| nsurance producers may procure surplus line insurance
only if licensed as a surplus |ine producer wunder this
Section and may procure that insurance only from an
unaut hori zed insurer eeonpany or froma donestic surplus Iine
insurer as defined in Section 445a:

(a) that based wupon information available to the

surplus line producer has a policyhol ders surplus of not

less than $15,000,000 determned in accordance wth
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accounti ng rules that are applicable to authorized
insurers eonpantes; and

(b) that has standards of solvency and mnanagenent
that are adequate for the protection of policyhol ders;
and

(c) where an unauthorized insurer eenpany does not
meet the standards set forth in (a) and (b) above, a
surplus Iline producer nay, if necessary, procure
i nsurance fromthat insurer eenpany only if prior witten
war ni ng of such fact or condition is given to the insured
by the insurance producer or surplus |line producer.

(2) Surplus l[ine producer; |icense. Any licensed

producer who is a resident of this State, or any nonresident

qualifies under Section 500-40, may be licensed as a

surplus |ine producer upon:

(a) conpleting a prelicensing course of st udy

passt ng--a--wttten--exant natton: ---The- exant natt on-shalt
Feasonabl y-test -t he- knowt edge- of - t he- appl t eant - eonecer ni ng
t he-surplus-tine-|aw and-t he-responst bilittes-assuned- - by
a---surplus---tine---producer---thereunder. The course
exantpatitoen provided for by this Section shall be
conducted wunder rules and regul ations prescribed by the
Director. The Director rmy adm nister t he course

exant pat t on or may make arrangenents, i ncl udi ng

contracting wth an outside educational testing service,

for admnistering the course and col l ecting t he

non-refundable application fee provided for in this

subsection sueh--exant nattons. Any charges assessed by

the Director or the educational testing service for

adm nistering the course sueh-exantnattens shall be paid

directly by the individual applicants. Each applicant
required to take the course an-exantnation shall;-at-the

tire--of--request--for--exannatton; enclose wth t he

application a non-refundable $10 application fee payable
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to the Director plus a separate course an--exantnatten

adm nistration fee. lf--the--Director--adnm nisters-the
exant natton; --the---applieatton---fee---and---exant natton
adm ni stratt on--fee-shall - be- conbt ned- and- rade- payabl e-to
the-Drrector:---tf--the--Director--dest gnat es- - an- - out st de
testing---serviece--to--adnt nister--the--exant patton;--the
apptteant---shalt----nmake----a----separate----exantnatton
adm nistration--fee--rentttance- payable-to-the-dest gnated
testing-service-for-the-total-fees--the--testtng--serviee
charges--for-each-of -t he-vart ous- servi ees- bet ng- r equest ed
by-the-appliteant- An applicant who fails to appear for
the course exantnation as schedul ed, or appears but fails

to conplete the course pass, shall not be entitled to any

refund, and shall be required to submt a new request to

attend the course for-exantnation together with all the

requisite fees before being rescheduled for another
course exantnatton at a | ater date; and
(b) paynment of an annual |icense fee of $200; and
(c) procurenment of the surety bond required in
subsection (4) of this Section.
A Eaeh surplus line producer so |icensed shall keep a
separate account of the business transacted thereunder which
shall be open at all tines to the inspection of the Director

or his representative.

The prelicensing course of study exantnatten requirenent

in (a) above shall not apply to insurance producers who were
licensed under the Illinois surplus line |aw of-tndividuals
dest gnated--to--act--for--a---partnership;---assoctatt on-- - or
corporatton--liecensed--under-the-tt}tinots-surplus-tine-taw on

or before the effective date of this anendatory Act of the

92nd General Assenbly February-27;-1985.

(3) Taxes and reports.
(a) Surplus Iine tax and penalty for |ate paynent.

A FEaeh surplus Iline producer shall file with the
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Director on or before February 1 and August 1 of each
year a report in the formprescribed by the Director on
all surplus line insurance procured from unauthorized
insurers during the preceding 6 nonth period ending
Decenber 31 or June 30 respectively, and on the filing of
such report shall pay to the Director for the use and
benefit of the State a sum equal to 3% of the gross
premuns | ess returned premuns wupon all surplus Iine
i nsurance procured or cancelled during the preceding 6
nont hs.

Any surplus |ine producer who fails to pay the ful
anount due wunder this subsection is liable, in addition
to the anobunt due, for such penalty and interest charges
as are provided for under Section 412 of this Code. The
Director, through the Attorney General, may institute an
action in the nane of the People of the State of
II'linois, in any court of conpetent jurisdiction, for the
recovery of the anount of such taxes and penalties due,
and prosecute the sane to final judgnent, and take such
steps as are necessary to collect the sane.

(b) Fire Marshal Tax.

Each surplus Iline producer shall file wth the
Director on or before March 31 of each year a report in
the formprescribed by the Director on all fire insurance
procured from unauthorized insurers subject to tax under
Section 12 of the Fire Investigation Act and shall pay to
the Director the fire marshal tax required thereunder.

(c) Taxes and fees charged to insured. The taxes
i nposed under this subsection and the countersigning fees
charged by the Surplus Line Association of Illinois may
be charged to and collected fromsurplus |ine insureds.

(4) Bond. Each surplus |ine producer, as a condition to

receiving a surplus line producer's license, shall execute

and deliver to the Director a surety bond to the People of


SOLIMAR DFAULT BILLS NONE


HB2994 Enrol | ed -5- LRB9205492JSpcA

© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

the State in the penal sum of $20,000, with a surety which is
authorized to transact business in this State, conditioned
that the surplus line producer will pay to the Director the
tax, interest and penalties |evied under subsection (3) of
this Section.

(5) Subm ssion of docunents to Surplus Line Association
of Illinois. A Eaeh surplus line producer shall submt every
i nsurance contract issued under his or her license to the
Surplus Line Association of [Illinois for recording and

countersignature. The subm ssion and countersignature nay be

effected through el ectronic neans. The subni ssion +hAsuranee

contracts-subnttted shall set forth

(a) the nane of the insured;

(b) the description and |l|ocation of the insured
property or risk;

(c) the anount insured,

(d) the gross prem uns charged or returned;

(e) the name of the unauthorized i nsurer or
donestic surplus line insurer as defined in Section 445a
from whom cover age has been procured;

(f) the kind or kinds of insurance procured; and

(g) amount of prem um subject to tax required by
Section 12 of the Fire Investigation Act.

Proposal s, endorsenents, and other docunments which
are incidental to the insurance but which do dees not
affect the prem umcharged are exenpted fromfiling and
count er si gnature.

The subm ssion of insuring contracts to the Surplus
Line Association of Illinois constitutes a certification
by the surplus Iine producer or by the insurance producer
who presented the risk to the surplus line producer for
pl acement as a surplus Iline risk that after diligent
effort the required insurance could not be procured from

insurers econpanites which are authorized to transact
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business in this State other than donestic surplus |ine

insurers as defined in Section 445a and that such

procurenent was otherw se in accordance with the surplus

[ine | aw

(6) Countersignature required. It shall be unlawful for
an insurance producer to deliver any unauthorized eenpany
insurer tnsuranee contract or donmestic surplus line insurer
contract unless such insurance contract is countersigned by
the Surplus Line Association of Illinois.

(7) Inspection of records. A Eaeh surplus |ine producer

shall maintain separate records of the business transacted

under his or her license, including conplete copies of

surplus line insurance contracts mai ntained on paper or by

el ectronic neans, which records shall be open at all tines

for inspection by the Director and by the Surplus Line
Association of Illinois.

(8 Violations and penalties. The Director may suspend
or revoke or refuse to renew a surplus line producer |icense
for any violation of this Code. In addition to or in |lieu of
suspension or revocation, the Director may subject a surplus
line producer to a civil penalty of up to $1,000 for each
cause for suspension or revocation. Such penal ty IS
enforceabl e under subsection (5) of Section 403A of this
Code.

(9) Director may declare insurer ineligible. If the
Director determnes that the further assunption of risks
m ght be hazardous to the policyholders of an unauthorized
insurer, the Director may order the Surplus Line Association
of Illinois not to countersign insurance contracts evidencing
i nsurance in such insurer and order surplus |line producers to
cease procuring insurance fromsuch insurer.

(10) Service of process upon Director. At I nsurance
contracts delivered wunder this Section from unauthorized

insurers shall contain a provision designating the Director
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and his successors in office the true and | awful attorney of
the i nsurer upon whom may be served all |[awful process in any
action, suit or proceeding arising out of such insurance and
furt her- dest gnate-t he-sur pl us- |t ne- producer - or - ot her - r est dent
of - t hi s- St at e- an- agent - of - t he- unaut hort zed-t Asurer -t o- whi eh-a
copy- - of - - sueh- pr ocess-shal | - be- f or war ded- by- t he- b r ect or - f or
deltvery-to-the-tnsurer. Service of process nade upon the
Director to be valid hereunder nust state the nanme of the
i nsured, the nanme of the unauthorized insurer and identify
the contract of insurance. The Director at his option is
aut horized to forward a copy of the process to the Surplus

Li ne Association of Illinois for delivery to the unauthorized

this--State or the Director may deliver the process to the
unaut hori zed i nsurer by other nmeans which he considers to be
reasonably pronpt and certain.

(11) The Illinois Surplus Line |aw does not apply to
i nsurance of property and operations of railroads or aircraft
engaged in interstate or foreign comerce, insurance of
vessels, «crafts or hulls, cargoes, nmarine builder's risks,
marine protection and indemity, or other risks including
strikes and war risks insured under ocean or wet marine forns
of policies.

(12) Surplus line insurance procured under this Section,
including insurance procured from a donestic surplus |ine
insurer, is not subject to the provisions of the 1Illinois
| nsurance Code other than Sections 123, 123.1, 401, 401.1
402, 403, 403A, 408, 412, 445, 445.1, 445.2, 445.3, 445.4,
and all of the provisions of Article XXXI to the extent that
the provisions of Article XXXI are not inconsistent with the
terms of this Act.

(Source: P.A 90-794, eff. 8-14-98.)

(215 ILCS 5/500-5 new)
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Sec. 500-5. Scope of Article. This Article applies to

all persons and insurance conpanies as defined in this Code.

This Article does not apply to surplus 1ines producers

licensed pursuant to Section 445 except as provided in

Section 500-40 and subsection (b) of Section 500-90 of this

Article.

(215 ILCS 5/500-10 new)

Sec. 500- 10. Definitions. I n addi ti on to t he

definitions in Section 2 of the Code, the follow ng

definitions apply to this Article:

"Business entity" neans a corporation, associ ati on,

partnership, limted liability conpany, Ilimted liability

partnership, or other legal entity.

"Car rental limted line |licensee" neans a person

authorized wunder the provisions of Section 500-105 to sel

certain coverages relating to the rental of vehicles.

"Hone state" nmeans the District of Colunbia and any state

or territory of the United States in which an insurance

producer nmintains his or her principal place of residence or

pri nci pal place of business and is licensed to act as an

i nsurance producer.

"I nsurance" neans any of the lines of authority in

Section 500-35, any health care plan under the Health

Mai nt enance Organi zation Act, or any limted health care plan

under the Limted Health Service Organi zati on Act.

"l nsurance producer" neans a person required to be

licensed under the laws of this State to sell, solicit, or

negoti ate i nsurance.

"I nsurer" neans a conpany as defined in subsection (e) of

Section 2 of this Code, a health nmai ntenance organi zati on as

defined in the Health Mintenance Organization Act, or a

limted health service organi zation as defined in the Limted

Health Service Organi zati on Act.
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"License" neans a docunent issued by the Di rector

authorizing an individual to act as an i nsurance producer for

t he I i nes of authority specified in the docunent or
authorizing a business entity to act as an i nsurance
pr oducer. The license itself does not create any authority,

actual, apparent, or inherent, in the holder to represent or

conmt an i nsurance carrier.

"Limted lines insurance" neans those |lines of insurance

defined in Section 500-100 or any other line of insurance

that the Director may deemit necessary to recognize for the

pur poses of conplying with subsection (e) of Section 500-40.

"Limted |lines producer" neans a person authorized by the

Director to sell, solicit, Oor negotiate limted I i nes

i nNsur ance.

"Negotiate" nmeans the act of conferring directly with or

offering advice directly to a purchaser or prospective

purchaser of a particular contract of insurance concerning

any of the substantive benefits, terns, or conditions of the

contract, provided that the person engaged in that act either

sells insurance or obtains insurance from insurers for

pur chasers.

"Person" neans an individual or a business entity.

"Rental agreenent” neans a witten agreenent setting

forth the terns and conditions governing the use of a

vehicle provided by a rental conpany for rental or | ease.

"Rental conpany" neans a person, or a franchisee of the

per son, in the busi ness of providing prinarily private

passenger vehicles to the public under a rental agreement for

a period not to exceed 30 days.

"Rental period" nmeans the termof the rental agreenent.

"Renter" neans a person obtaining the use of a vehicle

from a rental conpany under the terns of a rental agreenent

for a period not to exceed 30 days.

"Sell" nmeans to exchange a contract of insurance by any
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means, for noney or its equivalent, on behalf of an insurance

conpany.

"Solicit" neans attenpting to sell insurance or asking or

urging a person to apply for a particular kind of insurance

froma particul ar conpany.

"Term nate" neans the cancellation of the relationship

bet ween an insurance producer and the insurer or the

term nation of a producer's authority to transact insurance.

"Uni form Busi ness Entity Application" neans the current

vVer si on of t he Nat i onal Associ ati on of | nsur ance

Conmi ssi oner s' Uni form Business Entity Application f or

nonr esi dent busi ness entities.

"Uniform Application" neans the current version of the

Nati onal Association of |Insurance Comm SSioners' Uni f or m

Application for nonresident producer |icensing.

"Vehicle" or "rental vehicle" neans a not or vehicl e

of (1) the private passenger type, including passenger

vans, mni vans, and sport utility vehicles or (2) the carqgo

type, including carqgo vans, pickup trucks, and trucks

with a qross vehicle weight of |ess than 26,000 pounds the

operation of which does not require the operator to possess a

commercial driver's |license.

(215 ILCS 5/500-15 new)
Sec. 500-15. License required.

(a) A person may not sell, solicit, or negoti ate

insurance in this State for any class or classes of insurance

unless the person is licensed for that line of authority in

accordance with this Article.

(b) A person may not, for a fee, engage in the business

of offering any advice, counsel, opinion, or service with

respect to the benefits, advantages, or di sadvantages under

any policy of insurance that could be issued in Illinois,

unl ess that person is:
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(1) engaged or enployed as an attorney licensed to

practice law and perforning duties incidental to that

(2) a | i censed i nNsur ance pr oducer, limted

i nsurance representative, or tenporary insurance producer

offering advice concerning a class of insurance as to

which he or she is licensed to transact busi ness;

(3) atrust officer of a bank perfornmng duties

incidental to his or her position;

(4) an actuary or a certified public accountant

engaged or enployed in a consulting capacity, perforning

duties incidental to that position; or

(5) a licensed public adjuster acting within the

scope of his or her license.

(c) In addition to any other penalty set forth in this

Article, an individual who knowi ngly viol ates subsection (a)

is quilty of a Cass A nm sdeneanor.

(d) In addition to any other penalty set forth in this

Article, any individual violating subsection (a) or (b) and

m sappropriating or converting any noneys collected in

conjunction with the violation is guilty of a Cass 4 felony.

(215 1 LCS 5/500- 20 new)

Sec. 500-20. Exceptions to |icensing.

(a) Nothing in this Article shall be construed to

require an insurer to obtain an insurance producer |icense.

In this Section, the term "insurer" does not include an

insurer's officers, directors, enployees, subsidiaries, or

affiliates.

(b) A license as an insurance producer shall not be

required of the foll ow ng:

(1) an officer, director, or enployee of an insurer

or of an insurance producer, provided that the officer,

director, or enployee does not receive any comm SSion on
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policies witten or sold to insure risks residing,

|l ocated, or to be perforned in this State and:

(A) the officer's, director's, or enployee's

activities ar e executi ve, adm ni strati ve,

managerial, clerical, or a conbination of these, and

ar e only indirectly rel at ed to t he sal e,

solicitation, or neqotiation of insurance;

(B) the officer's , director's, or enployee's

function relates to underwiting, |l oss control,

i nspecti on, or t he pr ocessi ng, adj usti ng,

i nvestigati ng, or settling of a claimon a contract

of insurance; or

(C) the officer, director, or enployee is

acting in the capacity of a special agent or agency

supervi sor assisting insurance producers iif the

person's activities are limted to providing

techni cal advice and assi st ance to i censed

i nsurance producers and do not include the sale,

solicitation, or neqotiation of insurance;

(2) a person who secures and furnishes infornmation

for the purpose of group life insurance, group property

and casualty insurance, group annuities, or group or

bl anket accident and health insurance or for the purpose

of enrol ling i ndi vi dual s under pl ans, i SSui ng

certificates under plans or otherwise assisting in

adm nistering plans or who perforns adm ni strative

services related to nass narketed property and casualty

insurance, if no commssion is paid to the person for the

(3) an enployer or association or its officers,

directors, enployees, or the trustees of an enpl oyee

trust plan, to the extent that the enployers, officers,

enpl oyees, directors, or trustees are engaged in the

adm ni stration or operation of a program of enployee
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benefits f or t he enployer's or association's own

enpl oyees or the enployees of its subsidiaries or

affiliates, which programinvolves the use of insurance

issued by an insurer, as |long as t he enpl oyers,

associ ations, officers, directors, enpl oyees, or trustees

ar e not in any manner conpensated, directly or

indirectly, by the conpany issuing the contracts;

(4) enployees of insurers or organi zations enpl oyed

by insurers who are engaging in the inspection, rating,

or classification of risks or in the supervision of the

training of insurance producers and who are not

i ndi vidual ly engaged in the sale, solicitation, or

negoti ati on of insurance;

(5) a person whose activities in this State are

limted to advertising wthout the intent to solicit

insurance in this State through comruni cations in printed

publications or forns of electronic nass nedia whose

distribution is not limted to residents of this State,

provided that the person does not sell, solicit, or

negotiate insurance that would insure risks residing,

| ocated, or to be perforned in this State;

(6) a person who is not aresident of this State

who sel |l s, solicits, or neqgotiates a contract of

i nsurance for comrercial property and casualty risks to

an insured with risks located in nore than one state

i nsured under that contract, provided that the person is

otherwise licensed as an insurance producer to sell,

solicit, or negotiate that insurance in the state where

the insured maintains its princi pal place of business and

the contract of insurance insures risks located in that

state, or

(7) a salaried, full-tine enpl oyee who counsels or

advises his or her enployer relative to the insurance

interests of the enployer or of the subsidiaries or
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business affiliates of the enployer provided that the

enpl oyee does not sell or solicit insurance or receive a

conm SsSi on.

(215 I LCS 5/500-25 new)

Sec. 500-25. Application for exam nation.

(a) A resident individual applying for an insurance

producer license must pass a witten exanination unless

exenpt pursuant to Section 500-45. Both part one and part 2

of the exami nation nust be passed within 90 days of each

other. The exanm nation shall test the know edge of the

i ndi vi dual concerning the lines of authority for which

application is made, the duties and responsibilities of an

i nsurance producer, and the insurance laws and rules of this

St at e. Exam nations required by this Section must be

devel oped and conducted wunder rules prescribed by the

Drector.
(b) The Director may neke arrangenents, i ncl udi ng
contracting with an out si de testing service, f or

adm ni stering exam nations and collecting the nonrefundable

fee set forth in Section 500-135.

(c) An individual applying for an exam nation nust rem'¢t

a nonrefundable fee as prescribed by the Director as set

forth in Section 500-135, plus a separate remttance pavable

to the designated testing service for the total fees the

testing service charges for each of the various services

bei ng reqguested by the applicant.

(d)  An i ndi vi dual who fails to appear for the

exam nation as scheduled or fails to pass the exam nation,

must reapply for an exanmination and remt all required fees

and forns before being reschedul ed for another exam nation.

(215 I LCS 5/500-30 new)
Sec. 500-30. Application for |license.
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(a) An individual applying for a resident insurance

producer |license must nake application on a formspecified by

t he Di rector and decl are under penalty of refusal,

suspension, or revocation of the license that the statenents

made in the application are true, correct, and conplete to

the best of the individual's knowl edge and belief. Bef or e

approving the application, the Director nust find that the

i ndi vi dual :

(1) is at least 18 years of age;

(2) has not committed any act that is a ground for

denial, suspension, or revocation set forth in Section

(3) has conpleted, if required by the Director, a

pre-licensing course of study for the lines of authority

for which the individual has applied (an individual who

successfully conpl et es t he Fire and Casual ty

pre-licensing courses also neets the requirenents for

Personal Lines-Property and Casualty):

(4) has paid the fees set forth in Section 500-135;

and

(5) has successfully passed the exam nations for

the lines of authority for which the person has appli ed.

(b) A pre-licensing course of study for each <class of

i nNsur ance f or which an insurance producer license is

requested nust be established in accordance wth rules

prescribed by the Director and nust consist of the follow ng

m ni nrum hour s:

C ass_of |nsurance Number _of
Hour s
Life (Class 1 (a)) 15.0
Acci dent and Health (dass 1(b) or 2(a)) 15.0
Fire (Class 3) 15.0
Casualty (dass 2) 15.0

Personal Lines-Property Casualty 15.0
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Motor Vehicle (Class 2(b) or 3(e)) 7.5

(c) A business entity acting as an insurance producer

must obtain an insurance producer license. Application nust

be made using the Uniform Busi ness Entity Application. Before

approving the application, the Director nust find that:

(1) the business entity has paid the fees set forth

in Section 500-135; and

(2) the business entity has designated a |licensed

pr oducer responsible for the business entity's conpli ance

with the insurance laws and rules of this State.

(d) The Director may require any docunents reasonably

necessary to verify the information contained in an

application.

(215 ILCS 5/500- 35 new)
Sec. 500-35. License.

(a) Unless denied a license pursuant to Section 500-70,

persons who have nmet the requirenments of Sections 500-25 and

500-30 shall be issued a 2-year insurance producer |icense.

An i nsurance producer may receive qualification for a license

in one or nore of the following lines of authority:

(1) Life: i Nsur ance cover age on human |ives

i ncludi ng benefits of endownent and annuities, and nmay

include benefits in the event of death or di snenbernent

by accident and benefits for disability incone.

(2) Variable life and variable annuity products:

i nsurance coverage provi ded under variable |life insurance

contracts and vari able annuiti es.

(3) Accident and health or sickness: insurance

coverage for sickness, bodily injury, or accidental death

and nay include benefits for disability incone.

(4) Property: insurance coverage for the direct or

consequential | oss or danage to property of every Kkind.

(5) Casualty: insurance coverage agai nst | ega
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liability, i ncl udi ng t hat f or deat h, i njury, or

disability or damage to real or personal property.

(6) Personal lines: property and casualty insurance

coverage sold to individuals and famlies for prinmarily

noncommer ci al pur poses.

(7) Any other line of insurance permtted under

State | aws or rul es.

(b) An insurance producer license shall rennin in effect

unl ess revoked or suspended as long as the fee set forth in

Section 500-135 is paid and education requirenents for

resi dent individual producers are net by the due date.

(1) Before each license renewal, an insurance

producer nust satisfactorily conplete at least 30 hours

of course study in accordance with rules prescribed by

the Director. The Director may not approve a course of

study unless the course provides for classroom sem nar,

or self-study instruction nethods. A course given in a

conbi nation instruction nethod of classroom or seni nar

and sel f-study shall be deened to be a self-study course

unl ess the classroomor semnar certified hours neets or

exceeds two-thirds of total hours certified for the

cour se. The self-study naterial used in the conbination

course nust be directly related to and conplenent the

cl assroom portion of the course in order to be considered

for credit. An instruction nethod other than cl assroom
or seni nar shal | be consi dered as sel f - study
met hodol ogy. Self-study credit hour s require t he

successful completion of an exanm nation covering the

self-study material. The exam nati on may not be

sel f - eval uat ed. However, if the self-study naterial is

conpl eted through the use of an approved conputerized

interactive format whereby the conputer validates the

successful completion of the self-study material, no

addi ti onal exam nation is required. The self-study
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credit hours contained in a certified course shall be

considered classroom hours when at | east two-thirds of

the hours are given as classroom or seninar instruction.

(2) An insurance producer |license autonmtically

term nates when an i nNsur ance pr oducer fails to

successfully meet the requirenents of item (1) of

subsection (b) of this Section. The producer nust

conplete the course in advance of the renewal date to

all ow the education provider tinme to report the credit to

t he Departnent.

(c) A provi der of a pre-licensing or continuing

educati on course required by Section 500-30 and this Section

must pay a registration fee and a course certification fee

for each course being certified as provided by Section

500- 135.

(d)  An individual i nsurance producer who allows his or

her license to | apse may, within 12 nonths after the due date

of the renewal fee, be issued a license without the necessity

of passing a witten exani nation. However, a penalty in the

anount of double the unpaid renewal fee shall be required

after the due date.

(e) A licensed insurance producer who is unable to

comply with 1license renewal procedures due to mlitary

service may request a waiver of those procedures.

(f) The license nust contain the |licensee's nane,
addr ess, and personal identification nunmber, the date of
i ssuance, the Ilines of authority, the expiration date, and

any other information the Director deens necessary.

(g) Licensees nust inform the Director by any neans

acceptable to the Director of a change of address within 30

days after the change.

(h) In order to assist in the perfornmance of the

Director's duties, the Director nmay contract with a

non-governnmental entity including the National Association of
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| nsur ance Conmi ssi oner s (NAl O, or any affiliates or

subsidiaries that the NAIC oversees, to perform any

mnisterial functions, including collection of fees, related

to pr oducer i censing t hat t he Di rector and t he

non- governnental entity nay deem appropri ate.

(215 I LCS 5/500-40 new)
Sec. 500-40. Nonr esi dent |i censi ng.

(a) Unless denied a license pursuant to Section 500-70,

a nonresident person shall recei ve a nonresident producer

license if:

(1) the person is currently licensed as a resident

and in good standing in his or her hone state;

(2) the person has subnmtted the proper request for

a license and has paid the fees required by Section

(3) the person has submtted or transmtted to the

Director the application for a license that the person

submtted to his or her hone state or, instead of that

application, a conpleted Uniform Application; and

(4 the person's hone state awards nonresident

producer Jlicenses to residents of this State on the sane
basis.
(b) The Director may verify the producer's |licensing

status through the Producer Database nmnmmintained by the

Nat i onal Association of |Insurance Conmm ssioners or its

affiliates or subsidiaries or by obtaining certification from

the public official having supervision of insurance in the

applicant's state of residence that the applicant has passed

the witten exam nation for the class of insurance applied

for.

(c) A nonresident producer who nmoves fromone state to

another state or a resident producer who noves from this

State to another state nust file a change of address and
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provide certification fromthe new resident state wthin 30

days after the change of |l egal residence. No fee or license

application is required.

(d) Notwi thstanding any other provision of this Article,

a person licensed as a surplus lines producer in his or her

home state shall receive a nonresident surplus |ines producer

license pursuant to subsection (a) of this Section. Except

as provided in subsection (a), nothing in this Section

super sedes any provi sion of Section 445 of this Code.

(e) Notwithstanding any other provision of this Article,

a person licensed as a limted |lines producer in his or her

home state shall receive a nonresident linmted |ines producer

li cense, pursuant to subsection (a) of this Section, granting

the sane scope of authority as qgranted under the |[|icense

issued by the producer's hone state. For the purposes of

this subsection, limted line insurance IS any authority

granted by the hone state that restricts the authority of the

license to less than the total authority prescribed in the

associ ated major lines pursuant to itens (1) through (5) of

subsection (a) of Section 500-35.

(215 I LCS 5/500-45 new)

Sec. 500-45. Exenpti on from exan nati on

(a) An individual who applies for an i nsurance producer

license in this State who was previously licensed for the

sane lines of authority in another state shall not be

required to conplete any pre-licensing educati on or

exam nation. This exenption is only available if the person

is currently licensed in that state or if the application is

received within 90 days after the cancellation of the

applicant's previous license and if the prior state i ssues a

certification that, at the tine of cancel | ati on, t he

applicant was in good standing in that state or the state's

Producer Database records, nmintained by t he Nat i onal
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Associ ation of Insurance Conmissioners, its affiliates, or

subsidiaries indicate that the producer is or was licensed in

good standing for the line of authority requested.

(b) A person licensed as an insurance producer in

another state who noves to this State nust nmke application

within 90 days after establishing | egal residence to beconme a

resident |icensee pursuant to Section 500-30. A pre-licensing

education or examnation is not required of that person to

obtain any line of authority previously held in the prior

state except when the Director determ nes otherwi se by rule.

(215 ILCS 5/500-50 new)

Sec. 500- 50. | nsur ance pr oducers; exam nati on

statistics.

(a) The wuse of exam nations for t he pur pose of

determining qualifications of persons to be licensed as

i nsurance producers has a direct and far-reaching effect on

persons seeking those licenses, on i nsurance conpani es, and

on the public. It isin the public interest and it wll

further the public welfare to insure that exam nations for

licensing do not have the effect of unlawfully discrimnating

agai nst applicants for licensing as insurance producers on

the basis of race, color, national origin, or sex.

(b) As used in this Section, the followi ng words have

the neanings qgiven in this subsection.

Exam nati on. "Exam nati on" neans the exanm nation in each

line of insurance admi ni stered pursuant to Section 500- 30.

Exanm nee. "Exam nee" means a person who takes an

exam nati on

Part. "Part" neans a portion of an exam nation for which

a score is cal cul at ed.

Oper ati onal item "Oper ati onal itemd neans a test

question considered in determ ning an exani nee's score.

Test form "Test fornmt means the test bookl et or
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instrunent used for a part of an exam nati on.

Pretest item "Pretest item neans a prospective test

question that is included in a test formin order to assess

its performance, but is not considered in determ ning an

exan nee's score.

Mnority qgroup or exam nees. "Mnority gr oup" or

"mnority exam nees" neans African Anerican, Anerican |ndi an,

Asi an, and Hi spani ¢ exam nees.

Correct-answer rate. "Correct-answer rate" for an item

means the nunber of exam nees who provided the correct answer

on an itemdivided by the nunber of exaninees who answered

the item

Correlation. "Correl ati on" neans a statistical neasure of

t he rel ati onship bet ween performance on an item and

performance on a part of the exam nation

(c) The Director shall ask each exam nee to self-report

on a voluntary basis on the answer sheet, application form

or by other appropriate neans, the following information:

(1) race or ethnicity (African Anerican; white;

Anerican I ndian; Asian; Hi spanic; or other);

(2) education (8th qgrade or less; less than 12th

grade; high school diploma or GE. D.;: sone college, but

no 4-year degree: or 4-year degree or nore): and

(3) gender (male or fennle).

The Director nust advise all exaninees that they are not

required to provide this information, that they wll not be

penalized for not doing so, and that the Director will use

the information provided exclusively for research and

statistical pur poses and to inmprove the quality and fairness

of the exam nati ons.

(d) No later than May 1 of each year, the Director nmust

prepare, publicly announce, and publish an Exani nati on Report

of sunmmary statistical i nformati on relating to each

exam nation adm ni stered during the precedi ng cal endar vyear.
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Each Examination Report shall show wth respect to each

exam nati on

(1) For all exam nees conbined and separately by

race or ethnicity, by educational |evel, by gender, by

educational level within race or ethnicity, by education

level wthin gender, and by race or ethnicity within

(A) nunber of exam nees;

(B) percentage and nunber of exam nees who

passed each part;

(C percentage and nunber of exanm nees who

passed all parts;

(D) nean scal ed scores on each part: and

(E) standard deviation of scaled scores on

(2) For male exam nees, fenal e exam nees, African

Anerican exaninees, white exanm nees, Anerican |ndian

exani nees, Asian exaninees, and H spanic exani nees,

respectively, with a high school diplona or GE. D., the

distribution of scaled scores on each part.

No later than May 1 of each vear, the Director nmnust

prepare and nmke available on request an ltem Report of

summary statistical information relating to each operational

item on each test form adninistered during the precedi ng

calendar vear. The Item Report shall show, f or each

oper ati onal item for all exam nees conbi ned and separately

for African Anerican examnees, white exam nees, Anerican

I ndi an exami nees, Asian exani nees, Hi spanic exam nees, and

ot her exani nees, the correct-answer rates and correl ati ons.

The Director is not required to report separate

statistical information for any group or subgroup conpri sing

fewer than 50 exam nees.

(e) The Director nust obtain a reqular analysis of the

data collected under this Section, and any other rel evant
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information, for purposes of the developnent of new test

forms. The analysis shall continue the inplenentation of the

item sel ection nethodol ogy as recomrended in the Final Report

of the Illinois Insurance Producer's Licensing Exam nation

Advisory Committee dated Novenber 19, 1991, and filed with

t he Department unl ess sone ot her nethodology is deterni ned by

the Director to be as effective in mnimzing differences

between white and mnority exan nee pass-fail rates.

(f) The Director has the discretion to set cutoff scores

for the exam nations, provided that scaled scores on test

fornme admnistered after July 1, 1993, shall be made

conparable to scaled scores on test forns admnistered in

1991 by use of professionally acceptable nethods so as to

mnimze changes in passing rates related to the presence or

absence of or changes in equating or scaling equations or

met hods or content outlines. Each cal endar year, the scal ed

cutoff score for each part of each exam nation shal

fluctuate by no nore than the standard error of neasurenent

fromthe scaled cutoff score enployed during the preceding

year.

(g) No later than May 1, 2003 and no later than May 1 of

every fourth vear thereafter, the Director nust release to

the public and nake generally available one representative

test form and set of answer Kkeys for each part of each

exam nati on

(h) The Director nust maintain, for a period of 3 years

after they are prepared or used, all registration forns, test

fornms, answer sheets, operational itens and pretest itens,

item anal yses, and other statistical analyses relating to the

exam nations. Al personal identifying information regarding

exam nees and the content of test itens nust be nmintai ned

confidentially as necessary for purposes of protecting the

personal privacy of exam nees and the nmmintenance of test
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(i) In admnistering the exanm nations, the D rector nust

make such accommodations for disabled exaninees as are

reasonably warranted by the particular disability involved,

including the provision of additional tine if necessary to

conplete an examination or special assistance in taking an

exam nati on

(215 |1 LCS 5/500-55 new)

Sec. 500-55. Assuned nanes. An insurance producer doing

busi ness under any nane other than the producer's | egal nane

must notify the Director before using the assuned nane.

(215 1 LCS 5/500-60 new)
Sec. 500-60. Tenporary |licensing.

(a) The Director nmay 1issue a t enporary i nsurance

producer license for a period not to exceed 180 days and, at

the discretion of the Director, my renew the tenporary

producer license for an additional 180 days w thout requiring

an exanmination if the Director deens that the tenporary

license is necessary for the servicing of an insurance

business in the foll owi ng cases:

(1) to the surviving spouse or court-appointed

per sonal representative of a licensed insurance producer

who dies or becones nentally or physically disabled to

allow adequate tine for the sale of the insurance

busi ness owned by the producer or for the recovery or

return of the producer to the business or to provide for

the training and licensing of new personnel to operate

t he producer's busi ness:

(2) to a nenber or enployee of a business entity

licensed as an insurance producer, upon the death or

disability of an individual designated in the business

entity application or the |license; or

(3) to t he designee of a licensed insurance
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producer entering active service in the arned forces of

the United States of Anerica.

(b) The Director nay by order limt the authority of any

tenporary licensee in any way deened necessary to protect
i nsureds and the public. The Director nay require the
tenporary licensee to have a suitable sponsor who is a

li censed producer or insurer and who assunes responsibility

for all acts of the tenporary |licensee and nmay i npose ot her

simlar requirenents designed to protect insureds and the

public. The Director may by order revoke a tenporary license

if the interest of insureds or the public are endangered. A

tenporary license nmay not continue after the owner or the

personal representative di sposes of the business.

(c) Before any tenporary insurance producer license is

i ssued, there nust be filed with the Director a witten

application by the person desiring the license in the form

with the supplenents, and containing the informati on that

the Director requires. License fees, as provided for in

Section 500-135, nust be paid upon the issuance of the

original tenporary insurance producer |icense, but not for

any renewal thereof.

(215 ILCS 5/500-65 new)

Sec. 500-65. Tenporary insurance producer license for an

applicant.
(a) The Director may grant a t emporary i nNsur ance
producer Jlicense to an applicant for an i nsurance producer

license, without requiring an exam nation, for a period of 90

days, when the applicant otherwi se neets the requirenents of

this Article. During that 90-day period, the applicant mnust

be enrolled in a training course or training progr am

conducted by or on behalf of the appointing insurance conpany

and be in the process of fulfilling the pre-licensing

requi renents of Sections 500-25 and 500- 30.
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(b) An individual applicant may not hold nore than one

tenporary insurance producer license during his or her

lifetine.

(c) The Director may refuse to grant tenporary insurance

producer licenses to applicants from an insurance conpany

when during a 6-nonth period nore than 50% of that conpany's

tenporary insurance producer license holders have failed to

obtai n i nsurance producer licenses prior to the expirati on of

their tenporary insurance producer |icenses.

(d) Before the Director approves any tenporary insurance

pr oducer license, the insurance conpany requesting the

license nust file with the Director an application and the

fee required by Section 500-135. The applicati on nust be nade

on the formand in the manner the Director requires.

(215 ILCS 5/500-70 new)

Sec. 500-70. Li cense denial, nonrenewal, or revocation.

(a) The Director nmay place on probation, suspend,

revoke, or refuse to issue or renew an insurance producer's

license or mmy levy a civil penalty in accordance with this

Section or take any conbi nation of actions, for any one or

nore of the foll owi ng causes:

(1) providing incorrect, msleading, inconplete, or

materially untrue information in the license application;

(2) wviolating any insurance |aws, or violating any

rul e, subpoena, or order of the Director or of another

state's insurance conni SSi oner;

(3) obtaining or attenpting to obtain a license

t hrough m srepresentation or fraud;

(4) inproperly wthhol ding, m sappropri ati ng or

converting any noneys or properties received in the

course of doing i nsurance busi ness;

(5) intentionally msrepresenting the ternse of an

actual or proposed i nsurance contract or application for
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(6) having been convicted of a felony;

(7) having admtted or been found to have conmitted

any insurance unfair trade practice or fraud;

(8) using fraudul ent, coercive, or di shonest
practi ces, or denonstrating i nconpet ence,
untrustworthiness or financial irresponsibility in the

conduct of business in this State or el sewhere;

(9) having an insurance producer license, or its

equi val ent, deni ed, suspended, or revoked in any other

state, province, district or territory;

(10) forging a nane to an application for insurance

or to a docunent related to an insurance transaction;

(11) inproperly using notes or any other reference

material to conplete an exanmnation for an insurance

(12) knowi ngly accepting i nsurance busi ness from an

i ndi vidual who is not |icensed;

(13) failing to conply wth an adm nistrative or

court order imposing a child support obligation;

(14) failing to pay state incone tax or penalty or

interest or conply with any adnministrative or court order

directing payment of state income tax or failed to file a

return or to pay any final assessnment of any tax due to

t he Department of Revenue:; or

(15) failing to make satisfactory repaynent to the

Il1linois Student Assistance Conni ssion for a delinguent

or defaulted student | oan.

(b) If the action by the Director iS to nonrenew,

suspend, or revoke a license or to deny an application for a

license, the Director shall notify the applicant or |icensee

and advi se, in witing, the applicant or licensee of the

reason for the suspension, revocation, denial or nonrenewal

the applicant's or licensee's |license. The applicant or
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li censee nay nake witten denmand upon the Director within 30

days after the date of mmiling for a hearing before the

Director to determ ne the reasonableness of the Director's

action. The hearing nust be held within not fewer than 20

days nor nore than 30 days after the nailing of the notice of

heari ng and shall be held pursuant to 50 Il1l. Adm Code 2402.

(c) The license of a business entity nmay be suspended,

revoked, or refused if the Director finds, after hearinqg,

that an individual licensee's violation was known or should

have been known by one or nore of the partners, officers, or

managers acting on behalf of the partnership, corporation,

limted liability conpany, or limted liability partnership

and the violation was neither reported to the Director nor

corrective action taken.

(d) In addition to or instead of any applicable denial,

suspension, or revocation of a license, a person nmay, after

hearing, be subject to a civil penalty of up to $5,000 for

each cause for denial, suspension, or revocation, however,

the civil penalty may total no nore than $20, 000.

(e) The Director has the authority to enforce the

provisions of and i npose any penalty or renedy authorized by

this Article agai nst any person who is under investigation

for or charged with a violation of this Code or rules even if

the person's license or registrati on has been surrendered or

has | apsed by operation of | aw.

(f) Upon the suspension, denial, or revocation of a
license, the |licensee or other person having possession or
custody of the license shall pronptly deliver it to the
Director in_ person or by mail. The Director shall publish
all suspensi ons, deni al s, or revocations after t he
suspensions, denials, or revocations becone final in a

manner designed to notify interested i nsurance conpani es and

ot her persons.

(g) A person whose license is revoked or whose
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application is denied pursuant to this Section is ineligible

to apply for any license for 3 years after the revocation or

denial. A person whose |license as an i nsurance producer has

been revoked, suspended, or denied may not be enpl oyed,

contracted, or engaged in any insurance related capacity

during the time the revocation, suspension, or denial is in

ef fect.

(215 I LCS 5/500-75 new)

Sec. 500-75. Disclosure. A policy the solicitation of

which involves an insurance producer, linted insurance

representative, or tenporary insurance producer nust identify

the nane of the producer, representative, or firm An

i ndi vi dual life or accident and health application and a

master policy application for life or accident and health

group coverages nust bear the nane and signature of the

li censee who solicited and wote the application.

(215 I LCS 5/500-80 new)
Sec. 500-80. Conmmi ssi ons.

(a) An insurer or insurance producer nmay not pay a

commi ssi on, service fee, brokerage, or other valuable

consideration 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 tine of selling, soliciting, or negotiating

t he i nsurance.

(b) A person may not accept a conmmi ssion, service fee,

brokerage, or other valuable consideration for selling,

soliciting, or neqgotiating insurance in this State if that

person is required to be licensed under this Article and is

not so |licensed.

(c) Renewal or other deferred comm ssions nay be paid to

a person for selling, soliciting, or negotiating insurance in
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this State if the person was required to be 1licensed under

this Article at the time of the sale, solicitation, or

negoti ati on and was so licensed at that tine.

(d) An insurer or insurance producer may pay or assign

commi ssions, service fees, brokerages, or other val uable

consideration to an i nsurance agency or to persons who do not

sell, solicit, or neqotiate insurance in this State, unless

the paynent would violate Section 151 of this Code.

(e) Except as to conmi ssions deductible fromprem uns on

i nsurance policies or contracts for insurance, an insurance

producer or business entity does not have any right to

conpensation froman insured or prospective insured for or on

account of the transaction of insurance busi ness unl ess the

right to conpensation is stated on a separate witten

menorandum that clearly specifies the anount or extent of the

service fee and that is provided to the applicant or insured

before the performance of the service or the i ssuance of the

policy, whichever is first. A copy of the nenprandum nust be

mai ntai ned by any producer who <collects or receives the

service fee or any portion of the service fee. If the

conpensation or service fee exceeds 10% of the prem um anopunt

or potential prem um anount of the contract or policy, the

menor andum shal | include the signature of the insured or

prospective insured acknow edgi ng the conpensati on or service

fee.

(f) Any conpensation or service fee received on a

contract or policy that is later canceled, within the first

half of the contract or policy period, for any reason must be

returned to the insured by the insurance producer or business

entity at a prorated anpunt. The prorated anmount shall be

based on the length of the termof the policy or contract

conpared to the tine that contract or policy was in force

such that the ampunt returned reflects the portion of the

term of the contract or policy during which the contract was
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not in force. There shall be no conpensation or service fee

assessed or received on a contract or policy by the i nsurance

producer or business entity for processi ng such cancell ati on.

(215 1 LCS 5/500-85 new)

Sec. 500-85. Notification of termnation; inmmunity;

confidentiality.

(a) An insurer or authorized representative of an

i nsurer t hat term nat es t he appoi ntnent, enpl oynent,

contract, or other insurance business relationship with a

producer rmust notify the Director within 30 days foll ow ng

the effective date of the ternination, using a formt

prescribed by the Director, if the reason for termnation is

one of the reasons set forth in Section 500-70 or the insurer

has know edge the producer was found by a court, governnent

body, or self-requl atory organi zation authorized by law to

have engaged in any of the activities in Section 500-70. Upon

witten request by the Director, the insurer nust provide

addi tional information, docunents, records, or other data

pertaining to the termnation or activity of the producer.

(b) The insurer or the authorized representative of the

insurer nust promptly notify the Director in a fornat

acceptable to the Director if, upon further review or

i nvestigation, the insurer discovers additional i nformati on

t hat woul d have been reportable to the Director in accordance

with subsection (a) had the insurer then Kknown of its

exi st ence.

(c) Wthin 15 days after nmking t he notification

required by subsections (a) and (b), the insurer nmust mail a

copy of the notification to the producer at his or her |ast

known address. If the producer is termnated for cause for

any of the reasons listed in Section 500-70, the insurer nust

provide a copy of the notification to the producer at his or

her last known address by certified mail, return receipt
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request ed, postage prepaid or by overnight delivery using a

nationally recogni zed carrier.

Wthin 30 days after the producer has received the

original or additional notification, the producer may file

witten comments concerni ng the substance of the notification

with the Director. The producer nust, by the sane nmeans,

si mul taneously send a copy of the comments to the reporting

insurer, and the coments shall becone a part of the

Director's file and acconpany every copy of a report

distributed or disclosed for any reason about the producer as

permtted under this Code.

(d) There shall be no liability on the part of, nor

shall a cause of action of any nature arise against, an

insurer, the authorized representative of the insurer, a

producer, the Director, or an organization of which the

Director is a nenber for any infornation, docunents, records,

or statenents provided pursuant to this Section.

(e) An insurer, the authorized representative of the

insurer, or a producer that fails to report as required under

the provisions of this Section or that is found to have

reported with malicious intent by a court of conpetent

jurisdiction may, after notice and hearing, have its |license

or certificate of authority suspended or revoked and nmy be

subjected to a civil penalty.

(215 1 LCS 5/500-90 new)
Sec. 500-90. Reci procity.

(a) The Director shall waive any requirenents for a

nonresident |license applicant with a valid license from his

or her hone state, except the requirenents i nposed by Section

500-40 of this Article, if the applicant's hone state awards

nonresident licenses to residents of this State on the sane

(b) A nonresident producer's satisfaction of his or her
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honme state's continui ng education requirenents for |icensed

i nsurance producers shall constitute satisfaction of this

State's continui ng education requirenents if the non-resident

producer's hone state recognizes the satisfaction of its

conti nui ng educati on requirenents i nposed upon producers from

this State on the sane basis.

(215 ILCS 5/500-95 new)
Sec. 500-95. Reporting of actions. An individual who,

while licensed as an insurance producer, is convicted of a

f el ony, must report the conviction to the Director within 30

days after the entry date of the judgnent. Wthin that

30-day period, the individual must al so provide the D rector

with a copy of the judgnent, the probation or conmtment

order, and any other rel evant docunents.

(215 |1 LCS 5/500- 100 new)

Sec. 500-100. Limted |lines producer |icense.

(a) An individual who is at least 18 years of age and

whom the Director considers to be conpetent, trustworthy, and

of good business reputation may obtain a limted 1|ines

producer license for one or nore of the foll owing cl asses:

(1) insurance on baggage or limted travel health,

accident, or trip cancellation i nNsur ance sol d in

connection wth transportation provided by a conmmpbn

(2) industrial life insurance, as defined in

Section 228 of this Code;

(3) industrial accident and health insurance, as

defined in Section 368 of this Code;

(4) insurance issued by a conpany organi zed under

the Farm Mutual | nsurance Company Act of 1986;

(5) leqgal expense insurance;

(6) enrollnment of recipients of public aid or
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medi care in a health nai ntenance organi zation

(7) a limted health care plan issued by an

organi zation having a certificate of authority under the

Limted Health Service Organi zati on Act.

(b) The application for alimted |lines producer |license

must be subnitted on a formprescribed by the Director by a

designee of the insurance conpany, health nmai nt enance
or gani zati on, or l[imted heal th service organi zation
appointing the limted i nsur ance representative. The
i nsurance conpany, health nmai ntenance organi zation, or

limted health service organi zati on nust pay the fee required

by Section 500-135.

(c) Alimted lines producer nay represent nore than one

i Nnsurance conpany, heal th mai nt enance organi zati on, or

limted health service organi zati on

(d) An applicant who has net the requirenents of this

Section shall be issued a perpetual limted |ines producer
license.
(e) A limted lines producer |license shall remainin

effect as long as the appointing i nsurance conpany pays the

respective fee required by Section 500-135 prior to January 1

of each vyear, unless the |license is revoked or suspended

pursuant to Section 500-70. Failure of the insurance conpany

to pay the license fee or to subnit the required docunents

shal | cause imediate termnation of the limted |I|ine

i nsurance producer license with respect to which the failure

OCcurs.

(f) A limted Ilines producer license nay be term nated

by the i nsurance conpany or the |licensee.

(g) A person whom the Director consi ders to be

conpetent, trustworthy, and of good busi ness reputati on nay

be issued a car rental limted line license. A car rental

limted line license for a rental conpany shall remain in

effect as long as the car rental limted line |icensee pays
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the respective fee required by Section 500-135 prior to the

next fee date unless the car rental license is revoked or

suspended pursuant to Section 500-70. Failure of the car

rental limted line |licensee to pay the license fee or to
subm t t he required docunent s shall cause immediate
suspension of the car rental limted line license. A car
rental limted line license for rental conpanies nmay be
voluntarily termnated by the car rental Ilimted line
| i censee. The license fee shall not be refunded upon
termnation of the car rental |limted Iine |license by the car
rental limted line |icensee.

(h) Alimted lines producer issued a |icense pursuant

to this Section is not subject to the requirenments of Section

500-30.

(i) A limted lines producer license nust contain the
nane, address and personal identification nunber of the
| i censee, t he date the license was issued, gener al
conditions relative to t he license's expiration or

ternm nation, and any other infornation the D rector considers

proper. Alimted line producer license, if applicable, nust

al so contain the nane and address of the appointing i nsurance

conpany.

(215 ILCS 5/500-105 new)

Sec. 500-105. Car rental limted line |license for rental

(a) A rental company nust obtain a producer |license or

obtain a car rental limted line |license before offering or

selling insurance in connection with and incidental to the

rental of vehicles. The sale of the insurance nay occur at

the rental office or by preselection of coverage in a naster,

cor por at e, group rental, or individual agr eenent . The

following general categories of coverage may be offered or
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(1) personal accident insurance covering the risks

of travel including, but not limted to, accident and

health i nsurance that provides coverage, as applicable,

to renters and other rental vehicle occupants for

accidental death or di smenbernent and rei nbursenent for

medi cal expenses resulting froman accident that occurs

during the rental period;

(2) liability insurance, including uninsured and

underinsured notorist coverage, that provi des coverage,

as applicable, to renters and ot her aut hori zed drivers

of rental vehicles for liability arising from the

operation of the rental vehicle;

(3) personal effects i nNsur ance t hat pr ovi des

coverage, as applicable, to renters and other vehicle

occupants for the loss of, or damage to, personal effects

that occurs during the rental period;

(4) roadside assistance and energency si ckness

protecti on prograns; and

(5) any other travel or auto-rel ated coverage that

a rental conpany offers in connection with and incidental

to the rental of vehicles.

(b) Insurance may not be offered by a car rental limted

li ne producer pursuant to this Section unless:

(1) the rental company has applied for and obtai ned

a car rental limted line |license;

(2) the rental period of the rental agreenent does

not exceed 30 consecutive days;

(3) at every rent al | ocati on wher e rent al

agreenents are executed, brochures or other witten

materials are readily available to the prospective renter

(A summmri ze clearly and correctly, the

material terns of coverage offered to renters,

including the identity of the insurer;
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(B) disclose that the coverage offered by the

rental conpany nmay provide a duplication of coverage

already provided by a renter's personal autonobile

i nsurance policy, honeowner's insurance poli cy,

personal liability insurance policy, or other source

of coverage;

(C) state that the purchase by the renter of

the kinds of coverage specified in this Section is

not required in order to rent a vehicle:; and

(D) describe the process for filing a claimin

the event the renter elects to purchase coverage and

in the event of a claim and

(4) evidence of coverage in the rental agreenent is

disclosed to every renter who elects to purchase such

(c) Car rental company franchi sees nust apply for a car

rent al limted line license i ndependent of the franchisor if

i nsurance provided pursuant to this Section is offered by the

franchi see.

(d) Acar rental limted line license issued under this

Section shall also authorize any enpl oyee of the car rental

limted line licensee to act individually on behal f and under

the supervision of the car rental limted line |licensee wth

respect to the kinds of coverage specified in this Section.

(e) A rental company licensed pursuant to this Section

must conduct a training program in which enployees being

trai ned shall receive basic instruction about the kinds of

coverage specified in this Section and offered for purchase

by prospective renters of rental vehicles.

(f) Notwithstanding any other provision of this Section

or any rule adopted by the Director, a <car rental limted

line producer pursuant to this Sectionis not required to

treat nopneys collected fromrenters purchasi ng i nsurance when

renting vehicles as funds received in a fiduciary capacity,
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provided that the charqges for coverage shall be item zed and

be ancillary to a rental transaction.

(g) The sale of insurance not in conjunction with a

rental transaction shall not be permtted.

(h) A car rental limted line producer under this

Section may not advertise, represent, or otherwise hold

itself or any of its enployees out as licensed insurers,

i nsurance producers, insurance agents, or insurance brokers.

(i) Direct conmssions nay not be paid to rental car

conpany enployees by the insurer or the custoner purchasing

i nsurance products. The rental car conpany may include

i nNsur ance pr oduct s in an overall enployee perfornance

conpensation i ncentive program

(1) An application for a car rental limted line |license

must be nade on a formspecified by the Director.

(215 ILCS 5/500-110 new)

Sec. 500-110. Reqgul at ory exani nati ons.

(a) The Director may exani ne any applicant for or hol der

of an insurance producer license, limted |I|ine producer

license or tenporary insurance producer |license or any

busi ness entity.

(b)) Al persons being examined, as well as their

officers, directors, insurance producers, limted I i nes

producers, and tenporary insurance producers nust provide to

the Director convenient and free access, at all r easonabl e

hours at their offices, to all books, records, documents, and

other papers relating to the persons' insurance busi ness

affairs. The officers, directors, insurance pr oducers,

limted lines producers, tenporary insurance producers, and

enpl oyees nust facilitate and aid the Director in the

exam nations as nuch as it is in their power to do so.

(c) The Director may desi gnate an exanm ner or exam ners

to conduct any exanination under this Section. The Director
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or his or her designee nmay adm nister oaths and exani ne

under oath any individual relative to the business of the

person bei ng exam ned.

(d) The exanm ners designated by the Director under this

Section may make reports to the Director. A report alleqging

substantive violations of this Article or any rul es

prescribed by the Director nust be in witing and be based

upon facts ascertained fromthe books, records, docunents,

papers, and other evidence obtained by the exanm ners or from

sworn or affirmed testi nony of or witten affidavits from

t he person's officers, directors, insurance producers,

limted |lines producer, tenporary insurance producers, or

enpl oyees or other individuals, as qgiven to the exan ners.

The report of an exam nation nust be verified by the

exam ners.

(e) If a report is nade, the D rector nust either

deliver a duplicate of the report to the person being

examined or send the duplicate by certified or reqistered

mail to the person's address of record. The Director shal

afford the person an opportunity to denmand a hearing with

reference to the facts and other evidence contained in the

report. The person nay request a hearing within 14 cal endar

days after he or she receives the duplicate of t he

exam nation report by giving the Director witten notice of

that request, together with a witten statenent of the

person's objections to the report. The Director nust, if

requested to do so, conduct a hearing in accordance wth

Sections 402 and 403 of this Code. The Director nmust issue

a witten order based upon the examination report and upon

the hearing, if a hearing is held, within 90 days after the

report is filed, or within 90 days after the hearing if a

hearing is held. If the report is refused or otherw se

undeliverable, or a hearing is not requested in a tinely

fashion, the right to a hearing is waived. After the hearing
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or the expiration of the tine period in which a person nay

request a hearing, if the exanm nation reveals that the person

is operating in violation of any law, rule, or prior order,

the Director in the witten order may require the person to

take any action the Director consi ders necessary or

appropriate in accordance with the report or exanm nation

hearing. The order is subject to revi ew under t he

Adm ni strative Revi ew Law.

(f) The Director nmay adopt reasonable rules to further

t he purposes of this Section.

(g) A person who violates or aids and abets any

violation of a witten order issued under this Section shal

be quilty of a business offense and his or her |license may be

revoked or suspended pursuant to Section 500-70 of this

Article and he or she may be subjected to a civil penalty of

not nore than $10, 000.

(215 | LCS 5/500- 115 new)

Sec. 500-115. Fi nanci al responsi bilities.

(a) Any nopney that an insurance producer, limted 1line

producer, tenporary insurance producer, business entity, or

surplus |line producer receives for soliciting, neqgotiating,

ef fecti nqg, procuri ng, renewi ng, continuing, or binding

policies of insurance shall be held in a fiduciary capacity

and shall not be nisappropriated, converted, or inproperly

wi t hhel d. An insurance conpany that delivers to any

i nsurance producer in this State a policy or contract for

i nsurance pursuant to the application or request of an

i nsurance producer, authorizes the producer to collect or

receive on its behalf paynent of any premiumthat is due on

the policy or contract for insurance at the tine of its

i ssuance or delivery and any prem umthat becones due on the

policy or contract not nore than 90 days thereafter.

(b) An insurer that issues a policy of insurance shal
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be deened to have received paynent of the premium if the

insured paid any insurance producer requesting the coverage.

The insurer shall be responsible to the insured for any

return prenium

(c) In the case of open accounts receivable with the

bal ance payable to an i nsurance producer within a specified

period of 90 days or less, where the balance is not fully

paid within that period, a | ate charge not exceeding 1.5% per

nmonth nay be added by the i nsurance producer to the unpaid

bal ance to i nduce paynent of the prem um

(d) If an insurance producer or surplus |line producer

knowi ngly ni sappropriates or converts to his or her own use

or illegally w thholds fiduciary npbneys in the anobunt of $150

or less, he or she is quilty of a dass A m sdeneanor for a

first offense and a { ass 4 f el ony f or subsequent

conversions, msappropriations, and w thholdings of that

nat ur e. If an insurance producer or surplus |ine producer

knowi ngly ni sappropriates or converts to his or her own use

or illegally wi thholds premuns in excess of $150, he or she

is quilty of a Class 3 fel ony.

(215 |1 LCS 5/500-120 new)

Sec. 500-120. Conflicts of interest: inactive status.

(a) A person, partnership, association, or corporation

licensed by the Departnent who, due to enploynent with any

unit of governnent that would cause a conflict of interest

with the holding of that license, notifies the Director in

witing on forns prescribed by the Departnent and, subject to

rules of the Departnent, nmkes paynent of applicabl e

licensing renewal fees, nay elect to place the license on an

i nacti ve st atus.

(b) A licensee whose license is on inactive status nmay

have the license restored by making application to the

Departnment on such form as may be prescribed by t he
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Departnment. The applicati on nust be acconmpanied with a fee of

$50 plus the current applicable |icense fee.

(c) A license may be placed on inactive status for a

2-year period, and upon request, the inactive status nay be

extended for a successive 2-year period not to exceed a

cunul ati ve 4-vear inactive period. After a license has been

on inactive status for 4 years or nore, the |licensee nust

meet all of the standards required of a new applicant before

the license may be restored to active status.

(d) If requests for inactive status are not renewed as

set forth in subsection (c), the license will be taken off

the inactive status and the license will | apse i nmedi ately.

(215 ILCS 5/500-125 new)
Sec. 500-125. Controlled business.

(a) An insurance producer |license may not be granted or

extended to any person if the Director has reasonable cause

to believe:

(1) that during either of the 2 calendar years

i mmedi ately preceding the extension date of the |icense

t he aggregate anbunt of prem uns on i nsurance represented

by controll ed busi ness exceeded the agqgregate anpunt of

premi uns on all other insurance business of the |licensee;

or

(2) that during the 12-nonth period immediately

following the i ssuance or extension of the license, if so

i ssued or extended, the aggregate amount of premuns on

controll ed business would exceed the aggregate anmount of

prem uns on all other insurance business of the applicant

or |licensee.

(b) Controll ed busi ness neans i nsurance procured or to

be procured by or through the person upon:

(1) his own life, per son, property or risks, or

those of his spouse; or
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(2) the life, person, property, or risks of his

enpl oyer or his own business.

(215 1 LCS 5/500- 130 new)

Sec. 500-130. Bond required of insurance producers.

(a) An insurance producer who places insurance either

directly or indirectly with an insurer with which the

i nsurance producer does not have an agent contact nust

maintain in force while licensed a bond in favor of the

people of the State of Illinois executed by an authorized

surety conpany and payable to any party injured under the

terns of the bond. The bond shall be continuous in form and

in the anount of $2,500 or 5% of the prem uns brokered in the

previous calendar vyear, whichever is qreater, but not to

exceed $50,000 total aggregate liability. The bond shall be

conditioned wupon full accounting and due paynent to the

person or conpany entitled thereto, of funds coning into the

i nsurance producer's possession as an incident to insurance

transactions under the license or surplus line insurance

transactions under the license as a surplus |line producer.

(b) Authorized insurance producers of a business entity

may neet the requirenents of this Section with a bond in the

nane of the business entity, continuous in form and in the

anounts set forth in subsection (a) of this Secti on.

| nsurance producers may neet the requirenents of this Section

with a bond in the nane of an association. An individual

producer remai ns responsi ble for assuring that a producer

bond is in effect and is for the correct amount. The

associ ation nust have been in existence for 5 vyears, have

commbn nenbership, and been fornmed for a purpose other than

obtai ni ng a bond.

(c) The surety may cancel the bond and be rel eased from

further liability thereunder upon 30 days' witten notice in

advance to the principal. The cancellation does not affect
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any liability incurred or accrued under the bond before the

term nation of the 30-day peri od.

(d) The producer's license my be revoked if t he

producer acts wthout a bond that is required under this

Secti on.

(e) If aparty injured under the terns of the bond

requests the producer to provide the nane of the surety and

t he bond nunber, the producer nust provide the infornmation

within 3 working days after receiving the request.

(f) An association nay neet the requirenents of this

Section for all of its nmenbers with a bond in the nane of the

association that is continuous in formand in the anpbunts set

forth in subsection (a) of this Section

(215 ILCS 5/500-135 new)
Sec. 500-135. Fees.

(a) The fees required by this Article are as foll ows:

(1) a fee of $150 payabl e once every 2 vears for an

i nsurance producer |icense;

(2) a fee of $25 for the issuance of a tenporary

i nsurance producer |icense;

(3) a fee of $50 payable once every 2 vears for a

busi ness entity;

(4) an annual $25 fee for alimted line producer

license issued under itens (1) through (7) of subsection

(a) of Section 500-100:;

(5) a $25 application fee for the processing of a

request to take the witten exanm nation for an insurance

pr oducer |icense;

(6) an annual registration fee of $500 f or

regi stration of an education provider;

(7) a certification fee of $25 for each certified

pre-licensing or continuing education course and an

annual fee of $10 for renewing the certification of each
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such course;

(8 a fee of $50 payable once every 2 vears for a

car rental limted line |license;

(9) a fee of $150 payabl e once every 2 vears for a

limted lines license other than the |licenses issued

under itens (1) through (7) of subsection (a) of Section

500-100 or a car rental limted line |icense.

(b) Except as otherwise provided, all fees paid to and

collected by the Director under this Section shall be paid

promptly after receipt thereof, together wth a detailed

statenent of such fees, into a special fund in the State

Treasury to be known as the | nsurance Producer Adm nistration

Fund. The npneys deposited into the |nsurance Producer

Adnmi nistration Fund may be used only for paynent of the

expenses of the Departnent in the execution, adnministration,

and enforcenent of the insurance laws of this State, and

shal | be appropriated as otherw se provided by |law for the

paynent of those expenses wth first priority being any

expenses incident to or associated with the adm nistration

and enforcenent of this Article.

(215 1 LCS 5/500-140 new)

Sec. 500-140. Injunctive relief. A person required to be

li censed under this Article but failing to obtain a valid and

current license under this Article constitutes a public

nui sance. The Director may report the failure to obtain a

license to the Attorney General, whose duty it is to apply

forthwith by conplaint on relation of the Director in the

nane of the people of the State of Illinois, for injunctive

relief in the circuit court of the county where the failure

to obtain a license occurred to enjoin that person from

failing to obtain a license. Upon the filing of a verified

petition in the court, the court, if satisfied by affidavit

or otherwise that the person is required to have a |license
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and does not have a valid and current license, nmay enter a

tenporary restraining order without notice or bond, enjoining

the defendant fromacting in any capacity that requires such

license. A copy of the verified conplaint shall be served

upon the defendant, and the proceedi ngs shall thereafter be

conducted as in other civil cases. If it is established that

the defendant has been, or is engaged in any unlawful

practi ce, t he court may enter an order or judgnent

perpetually enjoining the defendant from further engaging in

such practice. In all proceedi ngs brought under this

Section, the «court, in its discretion, nmay apportion the

costs anpng the parties, including the cost of filing the

conplaint, service of process, wtness fees and expenses,

court reporter charges, and reasonable attorney fees. | n

case of the violation of any injunctive order entered under

the provisions of this Section, the court may sumuarily try

and puni sh the offender for contenpt of court. The

injunctive relief available under this Section is in addition

to and not in lieu of all other penalties and renedies

provided in this Code.

(215 | LCS 5/ 500- 145 new)

Sec. 500-145. Rules. The Director may, in accordance

with Section 401 of this Code, pronul gate reasonable rules as

are necessary or proper to carry out the purposes of this

(215 ILCS 5/500-150 new)

Sec. 500-150. Severability. The provisions of this

Article are severable under Section 1.31 of the Statute on

St at ut es.

(215 ILCS 5/490.1 rep.)
(215 ILCS 5/491.1 rep.)
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