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AN ACT relating to Ilowcost autonobile insurance,

anendi ng naned Acts.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 5. The 1Illinois Insurance Code is anended by

adding Article XXXV 1/2 as foll ows:

(215 ILCS 5/ Art. XXXV 1/ 2 headi hg new)
ARTI CLE XXXV 1/2. LOW COST AUTOVOBI LE | NSURANCE

(215 ILCS 5/613.1 new)

Sec. 613.1. This Article may be cited as the Low cost

Aut onpbi |l e | nsurance Law.

(215 ILCS 5/613.5 new)

Sec. 613.5. Low cost autonobil e i nsurance program

(a) There is established, within the Illinois Autonobile
| nsur ance Pl an, a lowcost autonobile insurance pilot
program

(b) The Director, after a public hearing, shall approve

or issue a reasonable plan for the equitable apporti onnent,

anong insurers required to participate in the |1llinois

Aut onobil e I nsurance Plan, of persons residing in |Illinois

who are eligible to purchase through the pilot program

established under this Article a | ow cost aut omobhi | e

i nsurance policy, as described in Section 613.10. The pil ot

program shall be conducted in conjunction with the 1llinois

Aut onpbi |l e | nsurance Pl an.

(215 ILCS 5/613.10 new)

Sec. 613. 10. Requi renents of the program A |ow cost

autonpbil e i nsurance policy for purposes of the pilot program
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established under this Article shall have all of t he

following attributes:

(1) The policy shall offer coverage in the amunt

of $10,000 for bodily injury to, or death of, each person

as a result of any one accident and, subject to that

limt as to one person, the anpunt of $20,000 for bodily

injury to, or death of all persons as a result of any one

accident, and the anount of $3,000 for damage to property

of others as a result of any one acci dent.

(2) The policy shall have an initial term of one

vear, renewabl e on an annual basis thereafter.

(3) The policy shall cover the person naned in the

policy, and to the sane extent that insurance is provided

to the named insured, any other person using t he

aut onpbi | e, pr ovi ded the use is with his or her

perm ssion, express or inplied, and within the scope of

that pernission, except that the policy shall not cover

menbers of the named insured's household who do not

satisfy the requirenents of itens (2) through (5) of

Section 613. 20.

(4) The policy shall provide coverage for an

autonpbile with a value, at the tine of purchase by the

i nsured, of $12,000 or |ess, as evidenced by the actual

price paid for the autonobile.

(215 ILCS 5/613. 15 new)

Sec. 613.15. Annual premumrate.

(a) The annual rate offered initially under the pil ot

program for the | ow cost autonobile insurance policy, until

the tine that the rate is adjusted, shall be $410. A

surcharge of 25% of the base rate shall be added if the naned

insured is an unnarried nale between the ages of 19 and 24,

inclusive, or if an unnarried male between the ages 19 and

24, inclusive, resides in the household of the named insured
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and will be a driver of the autonpbil e covered under the

| ow cost policy.

(b) In addition to any premum installnent options

offered by the Illinois Autonpbile I nsurance Plan, the plan

shall also make available to insureds wunder the pilot

pr ogr am a prenmum installnent option pursuant to which an

insured is required to pay $100 upon i ssuance of the | ow cost

policy, followed thereafter by 6 other paynents. No ot her

prem um fi nanci ng arrangenent shall be permtted.

(c) Rates for policies issued under the pilot program

shall be reviewed and revi sed as foll ows:

(1) Rates shall be sufficient to cover (A) |osses

incurred under policies issued under the pilot program

and (B) expenses, including, but not Ilimted to, al

reasonable and necessary expenses such as the costs of

adm ni stration, underwiting, taxes, conm Sssions, and

clains adjusting, that are incurred due to participation

in this pilot program For purposes of this paragraph,

"l osses incurred" neans clains paid, clains incurred and

reported, and <clains incurred but not yet reported. In

assessing loss reserves, the Director shall only allow

loss reserves that are estimated fromactual | osses in

the pilot program or conparable data by a |licensed

statistical agent, as adjusted to reflect coverage

provided in this pilot program

(2) Rates shall be set so as to result in no

pr oj ect ed subsi dy of the pilot program by those

policyholders of insurers issuing policies under the

pilot program who are not participants in the pilot

(3) Commencing on January 1, 2003, and annually

thereafter, the Illinois Autonobile |Insurance Pl an shal

submit the loss and expense data, together wth a

proposed rate for the | owcost autonobile policy for the
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pilot program to the Director for approval in accordance

with this Article. The Director shall act on the

recommendation within 90 days.

(215 ILCS 5/613. 20 new)

Sec. 613. 20. Eligibility requi renents. A | ow cost

autonpbile insurance policy wunder the pilot program shal

only be avail able for purchase by persons who satisfy all of

the following eligibility requirenents:

(1) The person shall be in a household with a gross

annual househol d i ncone that does not exceed 150% of the

federal poverty |evel.

(2) The person shall be no less than 19 vyears of

age and have been continuously licensed to drive an

autonpbile for the previous 3 years.

(3) The person shall have not nobre than one of

ei ther, but not both, of the following wthin the

previ ous 3 vears:

(A A property danmage only accident in which

the driver was principally at fault.

(B) A noving violation wunder the lllinois

Vehi cl e Code.

(4) The person shall not have on record within the

previous 3 vyears, an at-fault accident involving bodily

injury or death.

(5) The person shall not have a f el ony or

m sdenmeanor conviction for a violation of the Illinois

Vehi cl e Code on his or her notor vehicle record.

(6) The person shall not be a college student

clained as a dependent of another person for federal or

State incone tax purposes.

(215 ILCS 5/613. 25 new)
Sec. 613.25. Application.
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(a) Application may be nmade through any i censed

producer. The applicant, in order to denpnstrate financi al

eligibility to purchase a |lowcost autonpbile insurance

policy under the pilot program shall present at the tine of

applying for the policy, a copy of the applicant's federal or

State incone tax return for the previous vyear or other

reliable evidence froma governnental agency or governnental

means-t est ed program of the applicant's gross annual

househol d i ncone, pursuant to rules issued under subsection

(b) of Section 613.50.

(b) The applicant shall certify that the representati ons

made in the docunents subnmitted as proof of financial

eligibility and in the application for the policy are true,

correct, and contain no nmterial m srepresentations or

omssions of fact to the best know edge and belief of the

(c) The licensed producer shall forward the application,

supporting docunents, and the applicant's certification to

the Illinois Autonobil e | nsurance Pl an.

(215 ILCS 5/613. 30 new)
Sec. 613.30. Notice.

(a) A Licensed producer shall provide to an applicant

for a lowcost autonobile insurance policy under this Article

a notice relating to coverage under the policy. The notice

shal | be provided in a separate docunent at the tinme of

application, and include the following statenent in 14-point

bol df ace type:

| NSURANCE COVERAGE PROVIDED IN THE POLI CY YOU ARE BUYI NG

CONTAINS REDUCED LI ABILITY COVERAGE FOR PERSONAL INJURITES OR

PROPERTY DAMACGE RESULTI NG FROM THE OPERATI ON OF THE | NSURED

VEH CLE. | F LOSSES FROM AN AUTOMOBI LE ACCI DENT _EXCEED THE

COVERAGE PROVIDED BY TH S POLI CY, YOU CAN BE HELD PERSONALLY
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LI ABLE AND RESPONSI BLE FOR THOSE LOSSES.

TH'S POLICY PROVIDES LIABILITY COVERAGE FOR INJURTES OR

DEATH CAUSED TO OTHER PERSONS I N THE TOTAL AMOUNT OF $10, 000

PER PERSON I N ANY ONE ACCI DENT, AND UP TO A TOTAL AMOUNT _OF

$20,000 FOR ALL PERSONS I N ANY ONE ACCIDENT. THE POLI CY ALSO

PROVI DES UP TO A TOTAL AMOUNT OF $3,000 IN LIABILITY COVERAGE

FOR PROPERTY DAMAGE IN ANY ONE ACCDENT. ITF YOU WANT MORE

| NSURANCE COVERAGE, YOU MUST REQUEST A DI FFERENT PQOLI CY.

THIS POLICY ALSO DCES NOI__ COVER DAVMAGE TO YOUR OMN

VEHI CLE, LOSSES RESULTI NG FROM YOUR BODI LY I NJURY OR DEATH,

OR COVERAGE FOR LOSSES CAUSED BY AN UNI NSURED OR UNDERI NSURED

DRIVER. HOWNEVER, THESE OTHER COVERAGES NAY BE AVAI LABLE AT

EXTRA COST THROUGH OTHER | NSURERS.

TH'S POLICY DOES NOT' COVER ANY OIHER DRIVER IN YOUR

HOUSEHOLD WHO,

(1) 1S UNDER 19 YEARS OF AGE; OR

(2) HAS LESS THAN 3 YEARS OF CONTI NUOUSLY LI CENSED

DRI VI NG EXPERI ENCE; OR

(3) HAS MORE THAN ONE CF EITHER, OR BOTH, OF THE

(A) A PROPERTY DANVACGE ONLY ACCIDENT IN WH CH

THE DRI VER WAS PRI NCl PALLY AT FAULT.

(B) A PONT FOR A MOVING VIOLATION; OR

(4) HAS IN THE PREVIOUS 3 YEARS AN AT-FAULT

ACCI DENT I NVOLVI NG BODI LY I NJURY OR DEATH;, OR

(5 HAS A FELONY OR M SDEMEANOR CONVI CTI ON FROM A

VIOATION OF THE ILLINOS VEHHCQE CODE ON HS OR HER

MOTOR VEHI CLE RECORD. ".

(b) Wien the licensed producer establishes delivery of

the disclosure formspecified in subsection (a) by obtaining

the signature of the applicant or insured, there shall be a

conclusive presunption that the 1icensed pr oducer has

conplied with the disclosure requirenents of this Section
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(215 ILCS 5/613. 35 new)

Sec. 613. 35. Producer conpensati on. For a | ow cost

autonpbil e i nsurance policy issued pursuant to the pilot

program |licensed producers shall be entitled to the sane

commission rate as is paid for other polices under the

Il1linois Autonobile Insurance for private passenger, nonfl eet

ri sks under. No other fees of any kind nay be charged or

collected in this regard, and the sale of a |lowcost policy

under this Article shall not be conditioned on the purchase

of any other product or service.

(215 ILCS 5/613. 40 new)

Sec. 613. 40. Limtati on on cancell ati on and nonr enewal .

(a) A lowcost autonpbile insurance policy i ssued

pursuant to the pilot programnmy be canceled only for the

foll owi ng reasons:

(1) nonpaynent of prem um

(2) fraud or material msrepresentation affecting

the policy or the insured;

(3) the purchase of additional autonmobile liability

i nsurance coverage in violation of subsection (a) of

Section 613.45; or

(4 the purchase or mintenance of aut onobi | e

liability insurance coverage other than a | owcost policy

for any additional vehicles in the insured s househol d,

in violation of subsection (b) of Section 613.45.

(b) A policy may be nonrenewed only for the follow ng

reasons.:

(1) a substantial increase in the hazard insured

(2) the insured no longer neets the applicable

eligibility requirenents. In this regard, the eliqgibility

of an insured shall be recertified by the lllinois

Autonobile Insurance Plan after the first vear of
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eligibility, and annually thereafter by the insurer that

i ssued the policy.

(215 ILCS 5/613. 45 new)
Sec. 613.45. Additional liability coverage prohibited.

(a) An insured wunder the pilot program shall not

purchase autonobile liability insurance coverage that is in

addition to the liability coverage provided by the | ow cost

poli cy. However , t he insured mnmay purchase any other

addi tional type of autonpbile insurance coverage, such as

uni nsured notorist coverage or collision coverage outside the

plan.

(b) An insured under the pilot program shall not

purchase or nmmintain any autonobile liability insurance

coverage other than a lowcost policy for any additional

vehicles in the insured' s househol d.

(c) No nore than 2 lowcost policies are pernitted in an

i nsured' s househol d.

(215 ILCS 5/613.50 new)

Sec. 613.50. | npl enentation of the pil ot program

(a) The pi | ot pr ogr am is authorized to comence

operations on January 1, 2002, but shall be fully operati onal

no later than July 1, 2002.

(b) To this end, the Director shall adopt rules to

i npl enent _the provisions of this Article within 60 days after

the effective date of this amendatory Act of the 92nd Gener al

Assenbly. The requl ations shall be adopted as energency rul es

in accordance with the Illinois Adm nistrati ve Procedure Act.

(215 | LCS 5/613.55 new)

Sec. 613. 55. Mnimum required anount of insurance.

Notwi t hstanding the coverage anobunts required by Section

7-203 of the 1llinois Vehicle Code, a | owcost autonobile
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policy issued under the pilot program shall satisfy the

fi nanci al responsibility requirenents of the Illinois Safety

and Fanmily Financial Responsibility Law.

(215 ILCS 5/613. 60 new)

Sec. 613. 60. Report on the pilot program The |Illinois

Aut onpbi | e | nsurance Plan shall report to the Ceneral

Assenbly on an annual basis, commencing January 1, 2003, and

at those additional tines as it deens prudent, on the status

of the pilot program

(215 ILCS 5/613. 95 new)
Sec. 613.95. Repeal of Article. This Article is repeal ed

on January 1, 2005.

Section 10. The Illinois Vehicle Code is anended by

changi ng Section 7-203 as foll ows:

(625 ILCS 5/7-203) (fromCh. 95 1/2, par. 7-203)

Sec. 7-208. Requi rements as to policy or bond. No such
policy or bond referred to in Section 7-202 shall be
effective under this Section unless issued by an insurance
conpany or surety conpany authorized to do business in this
State, except that if such notor vehicle was not registered
in this State, or was a notor vehicle which was registered
el sewhere than in this State at the effective date of the
policy or bond, or the nost recent renewal thereof, such
policy or bond shall not be effective under this Section
unl ess the insurance conpany or surety conpany, if not
authorized to do business in this State, shall execute a
power of attorney authorizing the Secretary of State to
accept service on its behalf of notice or process in any
action upon such policy or bond arising out of such notor

vehi cl e accident. However, every such policy or bond is
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subject, if the notor vehicle accident has resulted in bodily
injury or death, to a limt, exclusive of interest and costs,
of not |ess than $20, 000 because of bodily injury to or death
of any one person in any one notor vehicle accident and,
subject to said limt for one person, toalimt of not |ess
than $40,000 because of bodily injury to or death of 2 or
nore persons in any one notor vehicle accident, and, if the
not or vehicl e accident has resulted in injury to or
destruction of property, to alimt of not less than $15, 000
because of injury to or destruction of property of others in

any one notor vehicle accident. Not wi t hst andi ng any ot her

provision of this Section, an autonobile insurance policy

issued in conpliance with Article XXXV 1/2 of the 1llinois

| nsurance Code shall be deened to neet the requirenents of

this Section.

Upon receipt of a witten notor vehicle accident report
from the Admnistrator the insurance conpany or surety
conpany naned in such notice shall notify the Adm ni strator
within such time and in such manner as the Adm nistrator may
require, in case such policy or bond was not in effect at the
time of such notor vehicle accident.

(Source: P.A 85-730.)

Section 99. Effective date. This Act takes effect upon

becom ng | aw.
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