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AN ACT concerning | ocal funds.

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

represented in the General Assenbly:

Section 5. The Local Governnmental and Gover nent al
Enpl oyees Tort Immunity Act is anended by changi ng Section

9-107 as foll ows:

(745 1LCS 10/9-107) (from Ch. 85, par. 9-107)
Sec. 9-107. Policy; Tax tax |evy.
(a) The General Assenbly finds that the purpose of this

Section is to provide an extraordinary tax for funding

expenses relating to tort liability, insurance, and risk
managenent  prograns. Thus, the tax has been excluded from
various |limtations otherwise applicable to tax |evies.

Notwi t hstanding the extraordinary nat ure of t he t ax
authorized by this Section, however, it has becone apparent
that some units of |ocal governnment are using the tax revenue
to fund expenses nore properly paid from general operating
f unds. These uses of the revenue are inconsistent wwth the
limted purpose of the tax authorization.

Therefore, the General Assenbly declares, as a natter of
policy, that (i) the wuse of the tax revenue authorized by
this Section for purposes not expressly authorized under this
Act is inproper and (ii) the provisions of this Section shal
be strictly construed consistent wwth this declaration and
the Act's express purposes.

(b) A local public entity may annually levy or have
levied on its behalf taxes upon all taxable property wthin
its territory at a rate that wll produce a sumthat wll be
sufficient to: (i) pay the cost of insurance, individual or
joint self-insurance (including reserves thereon), including

all operating and adm ni strative costs and expenses directly
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associated therewith, clainms services and risk managenent

directly attributable to | oss prevention and | oss reduction,

| egal services directly attributable to the insurance,
sel f-insurance, or j oi nt sel f-insurance pr ogram and
educational, inspectional, and supervisory services directly

relating to |l oss prevention and | oss reduction, participation

in a reciprocal insurer as provided in Sections 72, 76, and

81 of the 1Illinois Insurance Code, or participationin a
reciprocal insurer, all as provided in settlenents or
judgnents wunder Section 9-102, including all costs and

reserves directly attributable to being a nenber of an
i nsurance pool, under Section 9-103; (ii) pay the <costs of
and principal and interest on bonds issued under Section
9-105; (iii) pay judgnents and settlenents under Section
9-104; and (iv) discharge obligations under Section 34-18.1
of The School Code, as now or hereafter anended, and to pay
the cost of risk nanagenent progranms. Provided it conplies
wi th any other applicable statutory requirenents, the |ocal
public entity my self-insure and establish reserves for
expected | osses for any property damage or for any Iliability
or loss for which the local public entity is authorized to
| evy or have levied on its behalf taxes for the purchase of
insurance or the paynent of judgnments or settlenents under
this Section. The decision of the board to establish a
reserve shall be based on reasonable actuarial or insurance
underwriting evidence and subject to the limts and reporting
provisions in Section 9-103.

Funds raised pursuant to this Section shall only be used
for the purposes specified in this Act, including protection
agai nst and reduction of any Iliability or [|oss described
her ei nabove and under Federal or State common or statutory
| aw, the Workers' Conpensation Act, the Wrkers' Cccupati onal
Di seases Act and the Unenploynent |[|nsurance Act. Funds

rai sed pursuant to this Section may be invested in any manner
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in which other funds of l|ocal public entities may be invested
under Section 2 of the Public Funds Investnent Act. Interest
on such funds shall be used only for purposes for which the
funds can be used or, if surplus, nust be used for abatenent
of property taxes levied by the local taxing entity.

A local public entity may enter into intergovernnenta
contracts with a termof not to exceed 12 years for the
provi sion of joint self-insurance which contracts may include
an obligation to pay a proportional share of a general
obligation or revenue bond or other debt instrunent issued by
a local public entity whi ch IS a party to t he
i ntergovernmental contract and is authorized by the terns of
the contract to issue the bond or other debt instrunment.
Funds due wunder such contracts shall not be considered debt
under any constitutional or statutory limtation and the
| ocal public entity my |evy or have levied on its behalf
taxes to pay for its proportional share under the contract.
Funds raised pursuant to intergovernnental contracts for the
provision of joint self-insurance may only be wused for the
paynment of any cost, liability or |oss against which a | ocal
public entity may protect itself or self-insure pursuant to
Section 9-103 or for the paynent of which such entity may
|l evy a tax pursuant to this Section, including tort judgnments
or settlenents, costs associ at ed with t he I ssuance,
retirement or refinancing of the bonds or other debt
instrunments, the repaynment of the principal or interest of
the bonds or other debt instrunents, the <costs of the
admnistration of the joint self-insurance fund, consultant,
and risk care managenent prograns or the costs of insurance.
Any surplus returned to the local public entity under the
terms of the intergovernnmental contract shall be used only
for purposes set forth in subsection (a) of Section 9-103 and
Section 9-107 or for abatenent of property taxes levied by

the local taxing entity.
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Any tax levied under this Section shall be |evied and
collected in like manner with the general taxes of the entity
and shall be exclusive of and in addition to the anount of
tax that entity is now or may hereafter be authorized to |evy
for general purposes under any statute which may limt the
amount of tax which that entity my levy for general

pur poses. The county clerk of the county in which any part of

the territory of the local taxing entity is located, in
reduci ng t ax levies wunder the provisions of any Act
concerning the levy and extension of taxes, shall not

consider any tax provided for by this Section as a part of
the general tax levy for the purposes of the entity nor
i nclude such tax within any limtation of the percent of the
assessed valuation wupon which taxes are required to be
extended for such entity.

Wth respect to taxes |evied under this Section, ei t her
before, on, or after the effective date of this anendatory
Act of 1994:

(1) Those taxes are excepted fromand shall not be
included within the rate limtation inposed by |aw on
taxes levied for general corporate purposes by the | ocal
public entity authorized to levy a tax wunder this
Secti on.

(2) Those taxes that a local public entity has
levied in reliance on this Section and that are excepted
under paragraph (1) fromthe rate limtation inposed by
| aw on taxes |evied for general corporate purposes by the
| ocal public entity are not invalid because of any
provi sion of the law authorizing the local public
entity's tax levy for general corporate purposes that my
be construed or may have been construed to restrict or
limt those taxes Ilevied, and those taxes are hereby
val idated. This validation of taxes levied applies to all

cases pending on or after the effective date of this
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anendatory Act of 1994.

(3) Paragraphs (1) and (2) do not apply to a
hospi tal organized wunder Article 170 or 175 of the
Townshi p Code, under the Town Hospital Act, or under the
Townshi p Non- Sectarian Hospital Act and do not give any
authority to levy taxes on behalf of such a hospital in
excess of the rate limtation inposed by law on taxes
| evi ed for general corporate purposes. A hospital
organi zed under Article 170 or 175 of the Township Code,
under the Town Hospital Act, or under the Township
Non- Sectari an Hospital Act is not prohibited fromlevying
taxes in support of tort liability bonds if the taxes do
not cause the hospital's aggregate tax rate from
exceeding the rate [imtation inposed by law on taxes
| evied for general corporate purposes.

Revenues derived from such tax shall be paid to the
treasurer of the local taxing entity as <collected and used
for the purposes of this Section and of Section 9-102,
9-103, 9-104 or 9-105, as the case may be. [If paynents on
account of such taxes are insufficient during any year to
meet such purposes, the entity may issue tax anticipation
warrants against the current tax levy in the manner provided
by statute.

(Source: P.A 91-628, eff. 1-1-00.)
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