NATIONAL CONFERENCE OF INSURANCE GUARANTY FUNDS

2022 SUMMARY OF PROPERTY AND CASUALTY INSURANCE GUARANTY ASSOCIATION ACTS OF THE VARIOUS STATES & U.S. TERRITORIES

_________________________________________________________________________________________


ILLINOIS INSURANCE GUARANTY FUND

CITATION & EFFECTIVE DATE

Ill. Rev. Stat. ch. 73 §5/532 et seq.; 7/21/71.

MODEL OR SIMILAR ACT

Yes

COVERED CLAIMS

COVERED LINES OF BUSINESS 

All kinds of direct property or casualty insurance except life, accident and health insurance, mortgage guaranty or other financial guaranty, fidelity or surety bonds or other bonding obligations other than employee fidelity bonds, marine insurance other than inland marine, insurance of warranties or service contracts, any claims servicing agreement or insurance policy under which premiums are substantially equal to losses and expenses, any policy providing retroactive coverage of a known loss, title insurance or any insurance provided, guaranteed or reinsured pursuant to the Federal Crop Insurance Program or the National Flood Insurance Program.  Coverage includes workers’ compensation.  

UNEARNED PREMIUM

is covered provided that the policyholder is a resident of the state at the time the policy was issued, and that the unearned premium claim is only for the premium for the unexpired period of a policy which has been terminated prior to the expiration of the period for which premium has been paid.  Also, unearned premium claims are limited to $10,000 per policy and subject to a $100 deductible.  

COVERED CLAIM

is an unpaid claim under a covered policy of an insolvent insurer made by an insured or a third party claimant, and the insured or claimant is a resident of the state at the time of the insured occurrence, or the property from which the first party claim for damage to property arises is permanently located within the state.  For entities other than individuals, the resident of a claimant, insured or policyholder is the state in which its principal place of business is located at the time of the insured event.  Fund is obligated to extent of covered claims existing prior to liquidation order and arising within 30 days of the entry of such order.  Any obligation to defend an insured ceases upon the Fund's tender or payment of the lesser of the Fund's covered claim obligation limit or the applicable policy limit.  Claim for other than unearned premiums to be covered: must appear on the books and records of insolvent insurer as of the liquidation date; or notice of such must be given in writing to liquidator or ancillary receiver of this state or to the fund prior to the earlier of 18 months after the entry of the order of liquidation or the deadline for filing of claims in the domiciliary liquidation proceeding.

ASSESSMENTS

SEPARATE ACCOUNTS

(1) Automobile

(2) All Others (includes Workers’ Compensation)

MAXIMUM ANNUAL %

Contingent expenses assessments of up to $500 per insurer per year.  2% per account. Can be increased to 3% to pay off a loan obtained to pay covered claims when the repayment of that loan would exceed 3 years.
RECOUPMENT PROVISION

Rates and premiums

BASE YEAR

Year preceding year of assessment

LIMITS ON CLAIMS

DEDUCTIBLE OR MINIMUM PER CLAIM

$100 for unearned premium claims. Limited to $10,000

MAXIMUM PER CLAIM

$500,000, with no limit for workers' compensation claims; $10,000 for unearned premiums.  Obligations on excess workers compensation over self-insured retention subject to claim cap.
NET WORTH PROVISION

Covered claim does not include any first or third party claim by or against an insured whose consolidated net worth on December 31 of the year preceding the year of insolvency exceeds $25 million. Provision does not apply to 3rd party claims when insured has applied for bankruptcy or other insolvent status or has been adjudicated as such.

The Fund has the right to recover from the following persons the amount of any covered claims and allocated claims expenses which the Fund paid or incurred on behalf of such a person in satisfaction of liability obligation of such person to any other person: 1) any insured whose net worth on December 31 of the year preceding the insolvency exceeds $25 million; 2) any insured who is an affiliate of the insolvent company.
The Fund may also pay certain workers' compensation claims or any other third-party claims covered by a policy of an insolvent company on behalf of a high net worth insured and may recover from the high net worth insured through any action necessary to collect the full amount to the Fund's reimbursement.

OTHER

NONCOVERED CLAIMS

Any amounts due any reinsurer, insurer, insurance pool, or underwriting association as subrogated recoveries, reinsurance recoverables, contribution, indemnification or otherwise.  

Fund not obligated on claims for interest against insolvent company or insured.

Covered claim does not include claim for punitive or exemplary damages or fines and penalties paid to government authorities nor any first party claim by an insured affiliated with the insolvent insurer.   

CLAIMS COVERED BY OTHER INSURANCE AND OTHER GUARANTY ASSOCIATIONS

An insured or claimant shall be required first to exhaust all coverage provided by any other insurance policy, whether or not written by a member company, if the claim arises from the same facts, injury or loss that gave rise to a covered claim against the fund. The fund's obligation shall be reduced by the amount recovered or recoverable, whichever is greater, under such policy.  When such other insurance policy provides uninsured or underinsured motorist coverage, the amount recoverable shall be deemed the full limit of such coverage.  To the extent fund obligation reduced by this provision, liability of insured shall be reduced by the same amount.  Any insured or claimant having a claim which may be covered by more than one guaranty association shall  seek recovery first from the association of the place of residence of the insured, except that if it is a first party claim for damage to property with a permanent location, he shall seek recovery first from the association of the location of the property, and if it is a workers' compensation claim then he shall first seek recovery first from the association of the residence of the claimant.  Any recovery made from this association shall be reduced by the amount of the recovery from any other association. If the Fund pays a covered claim without the exhaustion of all other coverage that could have been exhausted under this Section, the Fund shall have an independent right of recovery against each insurer was not exhausted in the amount the Fund would not have had to pay if that insurer’s coverage had been exhausted first. 
TERMINATION PROVISION

None

MISCELLANEOUS

Insolvent insurer defined as licensed insurer against which a final order of liquidation with a finding of insolvency has been issued by a court of competent jurisdiction in the company’s state of domicile to which there is no further right of appeal. Also includes an insolvent insurer which has assumed or been allocated a licensed company policy obligation through merger, division, consolidation or reinsurance whether or not the assuming company held a license to transact insurance at the time the policy was issued or the insured event occurred.

Fund is nonprofit, unincorporated legal entity. 

Liquidator has sole right to recover reinsurance proceeds. 

All expenses of Fund except for those incurred in detecting or preventing insolvencies shall be accorded priority over all claims against the estate except administrative costs and expenses under §5/205(1)(a).

No cause of action shall arise against any member company, the fund or their agents or employees, the board of directors, or the director or his representatives for any action taken or omitted pursuant to this statute. 

All proceedings against an insolvent insurer or any party to be defended by an insolvent insurer shall be stayed for up to 120 days from the date of the order of liquidation. 

Title insurance is not covered by virtue of 215 ILCS 155.
Fund may bring an action against certain third-party representatives of an insolvent insurer to obtain custody and control of all claim information related to the insolvent company.
The Director may disclose to the Fund the information described in subsection (g) of Section 132.5 as well as the information described in subsection (c) of Section 131.22, and the Fund may use that information to prepare for the possible liquidation of a member company subject to the requirements and restrictions set forth in Section 132.5.
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