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AMENDMENT TO HOUSE BI LL 3661

AMENDMENT NO. . Anend House Bill 3661 by replacing

everything after the enacting clause with the foll ow ng:

"Section 1. Short title. This Act may be cited as the

Use of Credit Information in Personal |nsurance Act.

Section 5. Purpose. The purpose of this Act is to
regul ate the use of credit information for personal insurance
so that <consuners are afforded certain protections with

respect to the use of that information.

Section 10. Scope. This Act applies to per sonal
insurance and not to comrercial insurance. For purposes of
this Act, "personal insurance"” neans private passenger
aut onobil e, honeowners, notorcycle, nobile-honmeowers and
non-commercial dwelling fire insurance policies, and boat,
personal watercraft, snowmbile, and recreational vehicle
polices. Such policies must be individually underwitten for
personal, famly, or household wuse. No other type of
i nsurance shall be included as personal insurance for the

pur pose of this Act.

Section 15. Definitions. For the purposes of this Act,
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t hese defined words have the foll ow ng neani ngs:

"Adverse Action" neans a denial or cancellation of, an
increase in any charge for, or a reduction or other adverse
or unfavorable change in the terns of coverage or anount of,
any insurance, existing or applied for, in connection wth
the underwiting of personal insurance.

"Affiliate" nmeans any conpany that controls, is
controlled by, or is wunder comobn control wth another
comnpany.

"Applicant” neans an individual who has applied to be
covered by a personal insurance policy with an insurer.

"Consuner" neans an insured or an applicant for a
personal insurance policy whose credit information is used or
whose insurance score is calculated in the wunderwiting or
rating of a personal insurance policy.

"Consuner reporting agency" neans any person that, for
monetary fees or dues or on a cooperative nonprofit basis,
regularly engages in whole or in part in the practice of
assenbl ing or evaluating consunmer credit information or other
information on consunmers for the purpose of furnishing
consuner reports to third parties.

"Credit information" neans any credit-related i nformation
derived froma credit report, found on a credit report
itself, or provided on an application for personal insurance.
| nf or mati on t hat IS not credit-related shall not be
considered "credit information," regardl ess of whether it is
contained in a credit report or in an application or is used
to cal cul ate an i nsurance score.

"Credit report” neans any witten, oral, or ot her
communi cation of information by a consunmer reporting agency
bearing on a consuner's credit worthiness, credit standing,
or credit <capacity, that is used or expected to be used or
collected in whole or in part for the purpose of serving as a

factor to determ ne personal insurance premuns, eligibility
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for coverage, or tier placenent.

"Departnment” nmeans the Departnment of |nsurance.

"I nsurance score" nmeans a nunber or rating that is
derived froman algorithm conputer application, nodel, or
other process that is based in whole or in part on credit

information for the purposes of predicting the future

i nsurance | oss exposure of an individual applicant or
i nsur ed.
Section 20. Use of credit infornmation. An i nsurer

authorized to do business in this State that uses credit
information to underwite or rate risks shall not:

(1) Use an insurance score that is calculated using
i ncone, gender, address, ethnic group, religion, marital
status, or nationality of the consuner as a factor.

(2) Deny, cancel, or nonrenew a policy of personal
i nsurance solely on the basis of credit information,
wi t hout consi derati on of any ot her appl i cabl e
underwriting factor independent of credit information and
not expressly prohibited by item(1). An insurer shall
not be consi dered to have denied, cancelled, or
nonrenewed a policy if coverage is available through an
affiliate.

(3) Base an insured's renewal rates for personal
i nsurance solely upon credit i nformati on, W t hout
consideration of any other applicable factor independent
of credit information. An insurer shal | not be
consi dered to have based rates solely on credit
information if coverage is available in a different tier
of the same insurer.

(4) Take an adverse action against a consuner
solely because he or she does not have a credit card
account, w thout consideration of any other applicable

factor independent of credit information.
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(5) Consider an absence of credit information or an
inability to cal cul ate an i nsurance score in underwiting
or rating personal insurance, unless the insurer does one
of the follow ng:

(A) Treats the consuner in the manner filed
with the Departnent, if the i nsurer presents
i nformation that such an absence or inability
relates to the risk for the insurer and submts a
filing certification formsigned by an officer for
the insurer certifying that such treatnent IS
actuarially justified.

(B) Treats the consuner as if the applicant or
insured had neutral credit information, as defined
by the insurer.

(© Excludes the use of credit information as
a factor and uses only other underwiting criteria.
(6) Take an adverse action against a consuner based

on credit information, unless an insurer obtains and uses
a credit report issued or an insurance score cal cul ated
within 90 days fromthe date the policy is first witten
or renewal is issued.

(7) Use credit information wunless not |ater than
every 36 nonths following the last tinme that the insurer
obtained current credit information for the insured, the
insurer recal culates the insurance score or obtains an
updat ed credit report. Regar dl ess of the other
requi renents of this Section:

(A) At annual renewal, upon the request of a
consuner or the consuner's agent, the insurer shal
re-underwite and re-rate the policy based upon a
current credit report or insurance score. An insurer
need not recalculate the insurance score or obtain
the wupdated credit report of a consuner nor e

frequently than once in a 12-nonth peri od.
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(B) The insurer shall have the discretion to
obtain current credit information upon any renewal
before the expiration of 36 nonths, if consistent
with its underwiting guidelines.

(© An insurer is not required to obtain
current credit information for an insured, despite
the requirenments of subitem (A) of item(7) of this
Section if one of the follow ng applies:

(a) The insurer is treating the consuner
as otherwise filed with the Departnent.

(b) The i nsured IS in t he nost
favorably-priced tier of the insurer, within a
group of affiliated insurers. However, the
insurer shall have the discretion to order
credit information, iif consistent wth its
underwriting guidelines.

(c) Credit was not used for wunderwiting
or rating the insured when the policy was
initially witten. However, the insurer shal
have the di scretion to use credit for
underwiting or rating t he i nsured upon
renewal, if <consistent wth its underwiting
gui del i nes.

(d) The insurer re-evaluates the insured
begi nni ng no later than 36 nonths after
inception and thereafter based upon ot her
underwriting or rating factors, excluding
credit information.

(8 Use the following as a negative factor in any

i nsurance scoring nethodology or in reviewing credit
information for the purpose of underwiting or rating a

policy of personal insurance:

(A) Credit inquiries not initiated by the

consuner or inquiries requested by the consuner for
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his or her own credit information.

(B) Inquiries relating to insurance coverage,
if soidentified on a consuner's credit report.

(C Collection accounts W th a medi cal
industry code, if so identified on the consuner's
credit report.

(D) Miltiple lender inquiries, if coded by the
consuner reporting agency on the consuner's credit
report as being fromthe hone nortgage industry and
made wi thin 30 days of one another, unless only one
inquiry is considered.

(E) Miltiple lender inquiries, if coded by the
consuner reporting agency on the consuner's credit
report as being fromthe autonobile | ending industry
and made within 30 days of one another, unless only

one inquiry is considered.

Section 25. Dispute resolution and error correction. |If
it is determ ned through the dispute resolution process set
forth in the federal Fair Credit Reporting Act, 15 U S. C
1681i (a)(5), that the <credit information of a current
insured was incorrect or inconplete and if the insurer
receives notice of that determnation from either t he
consuner reporting agency or fromthe insured, the insurer
shall re-underwite and re-rate the consuner within 30 days
after receiving t he notice. After re-underwiting or
re-rating the insured, the insurer shall make any adjustnents
necessary, consistent wth its wunderwiting and rating
guidelines. If an insurer determnes that the insured has
overpaid premum the insurer shall refund to the insured the
anount of overpaynent calculated back to the shorter of
either the last 12 nonths of coverage or the actual policy

peri od.
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Section 30. Initial notification.

(a) If an insurer witing personal insurance uses credit
information in underwiting or rating a consuner, the insurer
or its agent shall disclose, either on the i nsurance
application or at the tinme the insurance application is
taken, that it may obtain credit information in connection
with the application. The disclosure shall be either witten
or provided to an applicant in the same nedium as the
application for insurance. The insurer need not provide the
di scl osure statenent required wunder this Section to any
insured on a renewal policy, if the consunmer has previously
been provided a disclosure statenent.

(b) Use of the follow ng exanple disclosure statenment
constitutes conpliance with this Section: "In connection with
this application for insurance, we may review your credit
report or obtain or use a credit-based i nsurance score based
on the information contained in that credit report. W may
use a third party in connection with the devel opnent of your

i nsurance score.".

Section 35. Adverse action notification. If an insurer
takes an adverse action based upon credit information, the
insurer nust neet all of the notice requirenents of this
Section. The insurer shall:

(1) Provide notification to the consuner that an
adverse action has been taken, in accordance with the
requirenents of the federal Fair Credit Reporting Act, 15
U S.C 1681m(a).

(2) Provide notification to the consuner explaining
the reason for the adverse action. The reasons nust be
provided in sufficiently clear and specific | anguage so
that a person can identify the basis for the insurer's
decision to take an adverse action. The notification

shall include a description of up to 4 factors that were
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the primary influences of the adverse action. The use of

generalized ternms such as "poor «credit history", "poor
credit rating", or "poor insurance score" does not neet
t he expl anati on requirenents of this Secti on.

St andardi zed credit explanations provided by consuner
reporting agencies or other third party vendors are

deened to conply with this Section

Section 40. Filing.

(a) Insurers that use insurance scores to underwite and
rate risks must file their scoring nodels (or other scoring
processes) with the Departnent. A third party may file
scoring nodels on behalf of insurers. Afiling that includes
i nsurance scoring may include |oss experience justifying the
use of credit information.

(b) Any filing relating to credit information 1is
considered to be a trade secret under the |Illinois Trade

Secrets Act.

Section 45. Enforcenment; rates not regul ated.

(a) The Departnent shall enforce the provisions of this
Act pursuant to the enforcenent powers granted to it under
the Illinois Insurance Code. The Departnment nay promnul gate
rul es necessary to enforce and adm nister this Act.

(b) Nothing contained in this Act shall be construed to
enpower the Departnent to regulate or set the rates of any

i nsurer pursuant to this Act.

Section 50. Sale of policy terminformation by consuner
reporting agency.

(a) No consunmer reporting agency shall provide or sel
data or lists that include any information that in whole or
in part was submtted in conjunction wth an insurance

inquiry about a consuner's credit information or a request
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for a credit report or insurance score. Such information
includes, but is not limted to, the expiration dates of an
insurance policy or any other information that may identify
time periods during which a consunmer's insurance nmay expire
and the terns and conditions of the consuner's insurance
cover age.

(b) The restrictions provided in subsection (a) of this
Section do not apply to data or lists the consuner reporting
agency supplies to the insurance agent or producer from whom
information was received, the insurer on whose behalf the
agent or producer acted, or the insurer's affiliates or
hol di ng conpani es.

(c) Nothing in this Section shall be construed to
restrict any insurer from being able to obtain a clains

hi story report or a notor vehicle report.

Section 55. Severability. |If any Section, paragraph,
sentence, clause, phrase, or part of this Act is declared
invalid due to an interpretation of or a future change in the
federal Fair Credit Reporting Act, the remaining Sections,
par agraphs, sentences, clauses, phrases, or parts thereof
shall be in no manner affected thereby but shall remain in

full force and effect.

(215 I LCS 5/155. 38 rep)
Section 95. The |Illinois Insurance Code is anended by

repeal i ng Section 155. 38.

Secti on 99. Effective date. This Act takes effect on

Cct ober 1, 2003."
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