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AN ACT concerni ng i nsurance.

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

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by

adding Article VIID as foll ows:

(215 ILCS 5/ Art. VIID headi ng new
ARTI CLE VI I D. NONPROFI T RI SK ORGANI ZATI ONS

(215 I LCS 5/123D-1 new)

Sec. 123D 1. Pur pose:; constructi on.

(a) The purpose of this Article is to provide for the

organi zation of and issuance of a certificate of authority to

nonprofit risk organi zati ons t hat i nsure nonprofit

organi zations and that will qualify, and continue to qualify,

as a qualified charitable risk pool, as defined in subsection

(n) of Section 501 of the Internal Revenue Code.

(b) This Article shall be liberally construed to effect

t he purpose under subsection (a) of this Section, which shal

constitute an aid and guide to interpretation.

(215 I LCS 5/123D-5 new)
Sec. 123D 5. Definitions. As used in this Article:

"Menber" shall have the neaning set forth in the articles

or declaration of organization of the nonprofit ri sk

organi zati on.

"Nonmenber chari tabl e organi zation" shall have the

meani nqg set forth in subsection (n) of Section 501 of the

| nt ernal Revenue Code.

"Nonprofit organi zati ons" neans organi zati ons descri bed

in paragraph (3) of subsection (c), and exenpt from taxation

under subsection (a), of Section 501 of the Internal Revenue
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"Nonprofit risk organi zation" nmeans a nonprofit conpany

organi zed to do business solely with nonprofit organi zati ons

as a qualified charitable risk pool under subsection (n) of

Section 501 of the Internal Revenue Code that is organized in

accordance with this Article.

"Startup capital" shall have the neaning set forth in

subsection (n) of Section 501 of the Internal Revenue Code.

(215 1 LCS 5/ 123D 10 new)
Sec. 123D 10. Organi zati on of nonprofit ri sk

organi zati ons.

(a) A conpany organi zed pursuant to Articles Il, 111, or

'V, including such conpanies organized as a risk retention

group in this State pursuant to Article VIIB of this Code,

that satisfies the requirenents of this Article may be

organi zed as a nonprofit risk organi zati on.

(b) Notwithstandi ng any contrary provision in subsection

A of Section 123B-3 of this Code, a nonprofit risk

organi zation may be organized as a reciprocal insurance

conpany and qualify for organi zati on under Article VIIB as a

ri sk retenti on group.

(c) No nonprofit risk organization issued a certificate

of authority pursuant to this Article shall be converted into

a corporation or other entity orqgani zed for pecuniary profit

or into a for-profit organi zation of any Kkind.

(215 I LCS 5/ 123D 15 new)

Sec. 123D-15. Conduct of insurance busi ness by nonprofit

ri sk organi zati ons.

(a) No person, firm corporation, or association shal

do any insurance business as a nonprofit risk organi zation in

this State unless authorized to do so pursuant to the

provisions of this Article.
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(b) The Director may, pursuant to this Article, issue a

certificate of authority to a nonprofit risk organi zation

that is a conpany organi zed pursuant to Articles II, II1l, or

|V, including such conpanies organized as a risk retention

group in this State pursuant to Article WVIIB, if such

organi zati on:

(1) conplies with the applicable requirenents of

Articles Il, Ill, or IVand VIIB, if organized as a risk

retenti on group; and

(2) has an initial paid-up capital and surplus at

| east equal to the anpbunt of applicable paid-up capital

and surplus required by Articles II, Ill, or IV for a

new vy organi zed company doing the same kind or Kkinds of

i nsurance busi ness.

Thereafter, every such nonprofit risk organization shal

mai ntain capital and surplus at | east equal to the amount of

applicable capital and surplus required to be maintai ned by

conpani es under Articles Il, 111, or IV doing the sane Kkind

or kinds of insurance business.

(c) Every certificate of authority to engage in an

i nsurance business issued by the Director to any nonprofit

ri sk organi zation pursuant to the provisions of this Article

shall specify the conpany's nane, the location of its

principal office, the nane and principal address of its

attorney-in-fact, if any, and the kind or kinds of insurance

busi ness that it is authorized to engage in this State.

(215 I LCS 5/ 123D 20 new)

Sec. 123D 20. Rel evant criteri a.

(a) In applying this Article, the Di rector shal

consi der the provisions of paragraph (3) of subsection (c) of

Section 501 of the Internal Revenue Code and subsection (n)

of Section 501 of the Internal Revenue Code.

(b) Notwithstanding any other provision of |aw, a
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nonprofit risk organization nust neet all of the foll ow ng

criteri a:

(1) Be operated solely to insure risks of its

(2) Drectly provide information to its nenbers

with respect to |l oss control and ri sk nanagenent.

(3) Ontain at |east $1,000,000 in startup capital

from nonmenber charitable organi zations. Such startup

capital nay take the form of advancenents or borrow ngs

in the formpermtted by Section 34.1, 56, or 76 of this

Code, as applicable. Startup capital my be used to

satisfy the financial requirenents contained in this

Article applicable to a nonprofit risk organization only

to the extent the Director deternines that it conplies

with such requirenents.

(4) Be controlled by a board of directors, a

majority of whomare policy holders of the nonprofit risk

organi zation, or who are elected by the nenbers of the

nonprofit risk organi zati on.

(5) Require in its organi zational docunents that:

(A) each menber of t he nonprofit risk

organi zation shall at all tines be an organization

described in paragraph (3) of subsection (c) of

Section 501 of the Internal Revenue Code and exenpt

from tax under subsection (a) of Section 501 of the

| nternal Revenue Code;

(B) any menber t hat receives a final

deternmination that it no longer qualifies as an

organi zati on descri bed in par agr aph (3) of

subsection (c) of Section 501 of the Internal

Revenue Code shall immediately notify the nonprofit

risk organization of the determnation and the

effective date of the determ nation; and

(C) each policy of insurance issued by the
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nonprofit risk organization shall provide that such

policy will not cover the insured wth respect to

event s occurring after t he dat e the final

determ nati on was i ssued to the insured.

(215 1 LCS 5/ 123D 25 new)
Sec. 123D-25. Applicability of other provisions of this

(a) Except as otherwise provided in this Article, where

inconsistent with this Article, or where t he cont ext

otherwise requires, all of the provisions of this Code and

the rules of the Director relating to all insurers and those

relating to a conpany organi zed pursuant to Articles 11, III,

or IV or a risk retention group organized in this State

pursuant to Article VIIB transacting the sane kind or Kkinds

of i nsurance shall be applicable to a nonprofit risk

organi zation organi zed and issued a certificate of authority

pursuant to this Article. Wiere any of such provisions of |aw

refer to a corporation, conpany, or insurer, such references,

when read in connection with and applicable to this Article,

shall nean such a nonprofit risk organi zati on.

(b) Every nonprofit risk organization shall be subject

to rehabilitation, liquidation, conservation, or dissolution

pursuant to the provisions of Article XlIll of this Code, and

such proceeding shall be under the supervision of the

Director, who shall have the powers granted to himor her

under the provisions of that Article as are applicable to

donesti c i nsurance conpani es.

(215 1 LCS 5/ 123D 30 new)

Sec. 123D- 30. Tax exenpti on; r esi dual mar ket

partici pation exenption; security funds.

(a) Every nonprofit risk organization subject to the

provisions of this Article shall be exenpt from any fees,
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taxes, special ad valoremlevies, or assessments of any Kind,

including, but not limted to, franchi se taxes, sales taxes,

or other taxes, upon or with respect to any property owned by

it or under its jurisdiction, control, Oor supervi si on, or

upon the uses thereof, or upon or wth respect toits

activities or operations in furtherance of the power s

conferred upon it by this Article, or upon or with respect to

any revenues or other incone received by the nonprofit risk

organi zati on.

(b) A nonprofit risk organi zation shall not be permtted

or required to join or contribute financially to any plan,

pool, association, or quaranty or insolvency fund in this

State, nor shall any nonprofit risk organization, nor its

insureds nor any clainants against the insureds, nor its

parent nor any affiliated conpany, nor any menber

organi zation of its association, receive any benefit from any

such plan, pool association, or quaranty or insolvency fund

for clains arising out of the operations of such nonprofit

risk organization. FEach nonprofit risk organization nust

informeach insured, in both the application for insurance

and in the policy issued to the insured, that (i) the

nonprofit risk organization is not subject to all of the

insurance laws and rules of this State, and (ii) State

i nsurance i nsolvency quaranty funds are not available to such

insured for clains arising out of the operations of such

nonprofit risk organi zati on.

(215 ILCS 5/123D 35 new)
Sec. 123D 35. Rul es. The Director shall adopt such rul es

as nay be necessary for the inmplenentation of this Article.

This reqgul ation may be necessary in light of the nonprofit

ri sk organi zati on bei ng owned by nonprofit organi zati ons that

it i nsur es, i ncl udi ng the proprietary nature of the

information relating to the nonprofit risk organization's
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1 i nsurance conpany's operations.
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