Table of Contents

CHAPTER 1. INTRODUCTION TO THE
ILLINOIS VEHICLE CODE AND
RELATED SECTIONS

Introduction

Illinois Safety and Family Financial Responsibility Law

Uninsured and hit and run motor vehicle coverage and
additional uninsured motor vehicle coverage

New and used car dealers

:10 Comprehensive statutory scheme

CHAPTER 2. THE ILLINOIS VEHICLE
CODE: RESTATED WITH ANNOTATIONS

II. ILLINOIS SAFETY AND FAMILY FINANCIAL
RESPONSIBILITY LAW

§ 2:2 Administration of Illinois Safety and Family Financial
Responsibility Law

§ 2:4  Security following accident

§ 2:8 Exceptions to requirements of security

§ 2:9 Requirements as to policy or bond

§ 2:10 Form and amount of security—definition

§ 2:12 Release from liability

§ 2:14 Agreements for payment of damages

§ 2:17 Duration of suspension

§ 2:18 Authority of administrator and Secretary of State to decrease
amount of security

§ 2:19 Disposition of security

§ 2:20 Matters not to be evidence in civil suits

§ 2:21 Reciprocity—residents and nonresidents—licensing of
nonresidents

III. PROOF OF FINANCIAL RESPONSIBILITY FOR
THE FUTURE

§ 2:23 Suspension of driver’s licenses, registration certificates, license
plates and registration stickers for failure to satisfy judgment

§ 2:30 Payments sufficient to satisfy requirements

§ 2:34 A certificate of insurance proof

§ 2:36 Nonresidents and former residents; when proof not required

§ 2:37 Motor vehicle liability insurance: motor vehicle liability policy
defined

§ 2:39 The Act not to affect other policies

wn  WHhUR s
ouloul s vy
= O Y Ot

vii



TrLNoIs AUTOMOBILE INSURANCE Law

§ 2:40 Bond as proof
§ 2:44 Duration of proof—when proof may be canceled or returned
§ 2:45 Proof of financial responsibility made voluntarily

V. MANDATORY INSURANCE

§ 2:47 Required liability insurance policy

§ 2:48 Insurance card

§ 2:49 Verification of liability insurance policy

§ 2:51 Uninsured motor vehicles—suspension and reinstatement
§ 2:52 Submission of false proof—penalty

VI. MOTOR VEHICLES USED FOR
TRANSPORTATION OF PASSENGERS

§ 2:56 Proof of financial responsibility—persons who operate motor
vehicles in transportation of passengers for hire

§ 2:57 Proof of financial responsibility—persons who operate medical
transport vehicles

§ 2:58 Alternate methods of giving proof

§ 2:65 Requirements of policy

§ 2:66 Cancellation of insurance policy—Notice

VII. OWNERS OF FOR-RENT VEHICLES FOR-HIRE
§ 2:73 Alternate methods of giving proof of financial responsibility

CHAPTER 3. AGENTS AND PRODUCERS

I. GENERALLY
§ 3:1 Introduction

II. AUTHORITY AND DUTY OF AGENTS AND
PRODUCERS

§ 3:4 Actual authority, apparent authority, authority created by
principal’s ratification, and agency by estoppel

§ 3:5 Duty to procure insurance for an insured, effect of breach of that
duty

III. AGENT’S LIABILITY

§ 3:6 Agent’s liability to insured for negligence

§ 3:7 Agent’s potential liability to insured for failure to obtain “full
coverage”

§ 3:8 Statute of limitations for suing an agent or producer

CHAPTER 4. COMMON FIRST PARTY
COVERAGES

§ 4:2 Collision insurance: “collision” with another vehicle or “object”
§ 4:3 Comprehensive coverage: covers all things other than “collision”

viii



TaBLE oF CONTENTS

§ 4:7 Adjustment of first-party claims

CHAPTER 5. CONTRACT FORMATION,
CONSTRUCTION AND TERMINATION

I. INTERPRETATION OF VEHICLE INSURANCE
CONTRACTS

2 Requirements of policy: Basic terms needed to enforce contract
4 Method of construction

:5  Ambiguity of language

:6  Judicial definitions of terms

7 Policy construed liberally in favor of insured

8 Exclusion construed strictly against insurer

:9  Doctrine of reasonable expectations

:12 Fraud and misrepresentation: effect on terminating policy for
insurer fraud

:14 Notice requirements

II. DUTIES OF THE INSURED AND INSURER

[l [Peclvocivoclvocivocivocivocivodl
Gl OO Ut OOt Ot Ot O

§ 5:15 Duties of the insured
§ 5:16 Duty to provide notice
§ 5:17 Duty to cooperate

§ 5:19 Conflict of interest

§ 5:21 Conflict of interest—Attorney’s duty to the insured

§ 5:22 Insurer’s duty to defend insured

§ 5:23 Insurer’s duty to defend insured—Waiver of defenses and
reservation of rights

III. CANCELLATION, AVOIDANCE, AND
TERMINATION OF INSURANCE CONTRACTS

§ 5:25 Types of termination

§ 5:27 Cancellation by insurer

§ 5:30 Non-renewal of insurance

§ 5:31 Automatic termination clauses

§ 5:32 Waiver and estoppel [Retitled]

§ 5:33 Rescission or cancellation due to fraud or material
misrepresentation [New]

CHAPTER 6. PERSONAL AUTOMOBILE
LIABILITY COVERAGE

I. NATURE OF LIABILITY INSURANCE
§ 6:1 In general

II. OMNIBUS CLAUSE
A. IN GENERAL

ix



IrLiNois AUTOMOBILE INSURANCE Law

§ 6:2 Introduction

§ 6:3 Persons insured

§ 6:4 Liability limit step-down provisions

§ 6:5 Step-down provisions prohibited by Illinois legislature

B. PERMISSION TO DRIVE UNDER OMNIBUS

CLAUSE
§ 6:6 Express permission
§6:9 Initial permission rule

§ 6:9.50 Initial permission rule—Negligent entrustment [New/

III. AUTOMOBILE POLICY EXCLUSIONS
§ 6:15.50 Rental exclusion of a bob-tail insurance policy [New/

§ 6:16 Automobile business exclusion

§ 6:18 Intentional/criminal act exclusion

§ 6:19 Intentional/criminal act exclusion—Automobile liability
policy

§ 6:21 Family or household exclusion—In general

§ 6:22 Family or household exclusion—Direct actions between
family members and the creation of an uninsured motorist
claim

§ 6:23 Family or household exclusion—Contribution claims

§ 6:26 Named driver exclusion

§ 6:27 Reasonable belief exclusion

IV. LIMITS OF LIABILITY

§ 6:33 Minimum liability limits of 25/50 required by statute [Retitled]
§ 6:34 Applicable to each particular vehicle
§ 6:37 Stacking of liability limits /New/

CHAPTER 7. AUTOMOBILE INSURANCE

POLICY DEFINITIONS AND
INTERPRETATIONS

§7:1 Introduction

§7:2 Arising out of the ownership, maintenance or use of an

automobile—Requirement of a causal relation or nexus

§7:3 Loading and unloading of a vehicle

§ 7:3.50 “Accident” definition /[New]/

§7:4 Bodily injury

§ 77 Newly acquired and replacement automobile

§7:8 Non-owned vehicle and regular use

§7:9 Ownership

§ 7:11  Resident relative; family member

§ 7:13  Temporary substitute vehicle

§ 7:14  Occupying an automobile

§ 7:15  Hit-and-run

§ 7:16  Mechanical device [New]



TaBLE oF CONTENTS

CHAPTER 8. UNINSURED AND
UNDERINSURED MOTORIST
COVERAGE

I. INTRODUCTION

§ 8:1 Prevalence of uninsured, hit and run, and underinsured
motorists

II. UNINSURED AND HIT AND RUN MOTORIST
COVERAGE

History and intent of uninsured motorist coverage
Broad applicability of uninsured motorist coverage
Policy provisions cannot circumvent or dilute the statutory
mandate of uninsured motorist coverage
Principles applicable to judicial construction of uninsured and
underinsured motorist coverage
Invalid policy provisions
The uninsured and hit and run motorist coverage statute—
Paragraph one: coverage mandates, exclusion of non-listed
cars, antistacking, AAA arbitration, rules of arbitration
§ 8:10 The uninsured and hit and run motorist coverage statute—
Paragraph two: property damage
§ 8:11 The uninsured and hit and run motorist coverage statute—
Paragraph three: insolvent insurers
§ 8:12 The uninsured and hit and run motorist coverage statute—
Paragraph four: insurer subrogation
§ 8:13 The uninsured and hit and run motorist coverage statute—
Paragraph six: failure of motorist to file proof of insurance
with the Department of Transportation
§ 8:16 Additional uninsured motor vehicle coverage—Paragraph one:
uninsured motorist coverage to equal liability coverage
§ 8:17 Additional uninsured motor vehicle coverage—Paragraphs two
and three: rejection of additional uninsured motorist coverage
must be in writing

III. UNDERINSURED MOTORIST COVERAGE

§ 8:18 History and intent of underinsured motorist coverage

§ 8:21 Underinsured motorist coverage statute—Definition of
underinsured motor vehicle and mandate of coverage

§ 8:24 Underinsured motorist coverage statute—Exhaustion of liability
coverage

IV. MANDATORY PROVISION OF COVERAGE

§ 8:25 Uninsured motorist coverage

§ 8:29 Uninsured motorist coverage—Additional uninsured motorist
coverage

§ 8:30 Judicial enforcement of the statutory requirement that insurers
offer additional uninsured motorist coverage

[Peciod] [Pl [Pociv ool o]
Wa o TGRw

xi



IrLiNoIs AUTOMOBILE INSURANCE Law

§ 8:33 Underinsured motorist coverage—dJudicial remedy for failure to
offer: reformation of policy to include the coverage
§ 8:35 Excess and umbrella policies

V. DEFINITIONS

§ 8:36 Persons insured

§ 8:37 Named insured

§ 8:38 Resident relative

§ 8:41 Uninsured motor vehicle

§ 8:45 Insolvency of liability insurer

§ 8:47 Contact requirement

§ 8:51 Burden of proof

§ 8:52 Underinsured motor vehicle

§ 8:53 Accident

§ 8:55 “Arising out of”

§ 8:56 Legally entitled to recover

VI. EXCLUSIONS FROM COVERAGE

§ 8:57 Specific named driver, family member exclusions, lacking
reasonable belief to use vehicle [Retitled]

§ 8:58 Settlement without consent exclusion

§ 8:59 Territorial limitation

§ 8:60 Owned-vehicle exclusion [Retitled]

§ 8:61 Insured occupying vehicle furnished or available for regular
use

§ 8:61.50 Vehicles owned but not insured /New]/

VII. UM AND UIM SET-OFFS

§ 8:62 Set-offs (limits of liability provisions)

§ 8:63 Setoff only permissible to prevent double recovery
§ 8:66 Workers compensation coverage

§ 8:67 Disability insurance coverage

§ 8:68 Pension benefits

§ 8:69 Liability coverage

§ 8:70 Dram shop insurance

§ 8:71 Joint tortfeasors

VIII. ANTISTACKING AND OTHER INSURANCE
CLAUSES

72 The stacking concept

:73 Antistacking provisions are allowed by statute

74 Antistacking and “other insurance” provisions can be
enforceable

75 Stacking allowed but “other insurance” provision unenforceable

77 Ambiguity may exist where antistacking clause conflicts with
declaration of coverages

IX. CLAIM PROCEDURES

§ 8:80 Timeliness: notice of claim

Xii



TaBLE oF CONTENTS

§ 8:81 Demand for arbitration

§ 8:83 Cooperation with insurer

§ 8:84 Proof of uninsured status of tortfeasor

§ 8:86 Settlement with tortfeasor: underinsured motorist claimant

§ 8:87 Subrogation rights of uninsured motorist carrier

§ 8:88 Underinsured motorist coverage—Exhaustion of liability

coverage

§ 8:90 Choice of law

X. ARBITRATION

§ 8:91 In general

§ 8:92 Demand for arbitration

§ 8:93 Covered claims only

§ 8:94 The only issues at arbitration are the liability of uninsured
motorist and damages

§ 8:96 Rules of procedure

§ 8:97 Compelling evidence

§ 8:99 Uniform Arbitration Act

§ 8:105 Challenge of an arbitration award

§ 8:107 Challenge of award: arbitrator exceeding authority

§ 8:108 Binding awards

§ 8:109 Escape hatch ruled enforceable

§ 8:110 Insurer and insured use of escape hatch

§ 8:110.50 UIM and UM policies are treated identically by Illinois
courts [New]/

§ 8:111 Judgment on award

§ 8:112 Bad Faith

CHAPTER 9. BUSINESS VEHICLES, CAR
DEALERS, AND RENTAL COMPANIES

II. BUSINESS AUTOMOBILE COVERAGE ISSUES
§ 9:2 Introduction

§ 9:3 Frolic or detour—Distinction

III. NEW AND USED CAR DEALER VEHICLES

§ 9:6 Generally

§ 9:7 Permitted user’s policy with limits of at least $100,000 is
primary

§ 9:8 Permitted user’s policy with limits under $100,000 is excess

IV. RENTAL VEHICLES

A. USE OF RENTAL VEHICLES

§ 9:19 Satisfaction of Illinois Financial Responsibility Act by owners of
for-rent vehicles

§ 9:20 Rental companies must have license to sell insurance

§ 9:27 Contractually shifting priority of insurance coverage

xiii



TrLNoIs AUTOMOBILE INSURANCE Law

§ 9:31 Clauses voiding liability policy based on driver’s intoxication
unenforceable
§ 9:35 Nature of self-insured rental liability coverage

B. PROPERTY DAMAGE TO RENTAL
VEHICLES

§ 9:36 Liability
§ 9:37 Collision damage waiver (CDW)

CHAPTER 10. MULTIPLE INSURERS,
ALLOCATION, AND THE TARGETED
TENDER

II. ALLOCATION OF COVERAGE AMONG
MULTIPLE INSURERS

§ 10:2 In general

§ 10:4 No contribution allowed between non-similar policies [Retitled]
§ 10:5 Pro-rata clauses

§ 10:6 Excess clauses

§ 10:7 Conflicting excess clauses for non-owned rental vehicles

IV. ILLINOIS “TARGETED TENDER RULE”

§ 10:14 Implication within the automobile insurance context
§ 10:16 Targeted tender not permitted under automobile policy—One
party insured by coincidence

CHAPTER 11. BAD FAITH

I. IN GENERAL

§ 11:1 Overview

§ 11:3 Liability insurer’s bad faith resulting in judgment exceeding
policy limit

§ 11:4 Excess insurer’s right to assert claim against primary for
failure to settle

§ 11:5 Independent tort and statutory claims and punitive damages

§ 11:6 Consequential damages for breach of duty to defend

§ 11:7 Who can sue: assignments

§ 11:8 Bad faith claims asserted in garnishment proceedings

§ 11:9 Prejudgment and post-judgment interest

II. ILLINOIS BAD FAITH STATUTE

§ 11:11 Overview

§ 11:12 “Vexatious and unreasonable”

§ 11:13 Question of fact for the court

§ 11:15 Third party claims

§ 11:16 Insurer’s bad faith in declaratory action
§ 11:17 Bona fide coverage issue



TABLE oF

CONTENTS

1:18 Attorney fees

§1
§ 11:20
§ 11:22

The additional statutory amount
Time to sue

CHAPTER 12. THE ILLINOIS INSURANCE

§ 12:31

UARANTY FUND

In general

Creation of fund

Members of guaranty fund and fees

Purpose of guaranty fund

Covered claims

Guaranty fund not “other collectible insurance”

Requirement that other insurance be exhausted

Non-duplication provision inapplicable where only insolvent
insurer covers claim

Guaranty fund set-off is full amount of “other insurance”
available to claimant, whether recovered or not

Exhaustion of UM insurance not condition precedent to
claiming from fund

Non-resident corporation not eligible to make claim against
guaranty fund

Solvent insurer will not be reimbursed by fund

Table of Laws and Rules
Table of Cases

Index

XV



