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INTRODUCTION

The Illinois Register is the official state document for publishing public notice of rulemaking
activity initiated by State governmental agencies. The table of contents is arranged categorically
by rulemaking activity and alphabetically by agency within each category.

Rulemaking activity consists of proposed or adopted new rules; amendments to or repealers of
existing rules; and rules promulgated by emergency or peremptory action. Executive Orders and
Proclamations issued by the Governor; notices of public information required by State Statute;
and activities (meeting agendas; Statements of Objection or Recommendation, etc.) of the Joint
Committee on Administrative Rules (JCAR), a legislative oversight committee which monitors
the rulemaking activities of State Agencies; is also published in the Register.

The Register is a weekly update of the Illinois Administrative Code (a compilation of the rules
adopted by State agencies). The most recent edition of the Code, along with the Register,
comprise the most current accounting of State agencies' rulemakings.

The Illinois Register is the property of the State of Illinois, granted by the authority of the Illinois
Administrative Procedure Act [5 ILCS 100/1-1, et seq.].

ILLINOIS REGISTER PUBLICATION SCHEDULE FOR 2018

Issue# Rules Due Date Date of Issue

1 December 26, 2017 January 5, 2018
2 January 2, 2018 January 12, 2018
3 January 8, 2018 January 19, 2018
4 January 16, 2018 January 26, 2018
5 January 22, 2018 February 2, 2018
6 January 29, 2018 February 9, 2018
7 February 5, 2018 February 16, 2018
8 February 13, 2018 February 23, 2018
9 February 20, 2018 March 2, 2018
10 February 26, 2018 March 9, 2018
11 March 5, 2018 March 16, 2018
12 March 12, 2018 March 23, 2018
13 March 19, 2018 March 30, 2018
14 March 26, 2018 April 6, 2018

15 April 2, 2018 April 13,2018
16 April 9, 2018 April 20, 2018
17 April 16, 2018 April 27, 2018
18 April 23,2018 May 4, 2018

19 April 30, 2018 May 11, 2018

20 May 7, 2018 May 18, 2018

21 May 14, 2018 May 25, 2018

22 May 21, 2018 June 1, 2018

23 May 29, 2018 June 8, 2018

24 June 4, 2018 June 15, 2018
25 June 11, 2018 June 22, 2018
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27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

June 18, 2018

June 25, 2018

July 2, 2018

July 9, 2018

July 16, 2018

July 23, 2018

July 30, 2018
August 6, 2018
August 13, 2018
August 20, 2018
August 27, 2018
September 4, 2018
September 10, 2018
September 17, 2018
September 24, 2018
October 1, 2018
October 9, 2018
October 15, 2018
October 22, 2018
October 29, 2018
November 5, 2018
November 13, 2018
November 19, 2018
November 26, 2018
December 3, 2018
December 10, 2018
December 17, 2018
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June 29, 2018

July 6, 2018
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July 20, 2018

July 27, 2018
August 3, 2018
August 10, 2018
August 17, 2018
August 24, 2018
August 31, 2018
September 7, 2018
September 14, 2018
September 21, 2018
September 28, 2018
October 5, 2018
October 12, 2018
October 19, 2018
October 26, 2018
November 2, 2018
November 9, 2018
November 16, 2018
November 26, 2018
November 30, 2018
December 7, 2018
December 14, 2018
December 21, 2018
December 28, 2018
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NOTICE OF PROPOSED RULES

Heading of the Part: Regulatory Accounting Treatment for Cloud-Based Computing
Solutions

Code Citation: 83 Ill. Adm. Code 289

Section Numbers: Proposed Actions:
289.10 New Section
289.20 New Section
289.30 New Section
289.40 New Section

Statutory Authority: Implementing Sections 9-101 and 9-201 and authorized by Section
10-101 of the Public Utilities Act [220 ILCS 5/9-101, 9-201 and 10-101].

A Complete Description of the Subjects and Issues Involved: New Part 289, Regulatory
Accounting Treatment for Cloud-Based Computing Solutions, is intended to provide
comparable accounting treatment for on-premises and cloud-based computing systems.
Under current accounting provisions, there is a disparity in the treatment of on-premises
and cloud-based computing systems that creates a disincentive for utilities to invest in
new technology. The different systems serve the same function, however, and therefore
the disparity should be addressed, to achieve comparable accounting treatment of on-
premises and cloud-based computing systems.

Published studies or reports, and sources of underlying data, used to compose this
rulemaking: None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? Yes

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: The proposed rulemaking neither creates nor
expands any State mandate on units of local government, school districts, or community
college districts.
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12)  Time, Place and Manner in which interested persons may comment on this proposed
rulemaking:

Comments should be filed, within 45 days after the date of this issue of the Illinois
Register, in Docket No. 17-0855 with:

Elizabeth Rolando, Chief Clerk
Illinois Commerce Commission
527 East Capitol Avenue
Springfield IL 62701
217/782-7434

13) Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: This rulemaking will affect any subject jurisdictional entities that are
also small businesses as defined in the Illinois Administrative Procedure Act. This
rulemaking will not affect any small municipalities or not-for-profit corporations.

B) Reporting, bookkeeping or other procedures required for compliance:
Bookkeeping and filing procedures

C) Types of professional skills necessary for compliance: Managerial and
accounting skills

14)  Regulatory Agenda on which this rulemaking was summarized: This rulemaking was not
included on either of the two most recent Agendas because: The Commission did not
anticipate the need for this rulemaking at that time.

The full text of the Proposed Rules beqgins on the next page:
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TITLE 83: PUBLIC UTILITIES
CHAPTER I: ILLINOIS COMMERCE COMMISSION
SUBCHAPTER d: PROVISIONS APPLICABLE TO
MORE THAN ONE KIND OF UTILITY
PART 289

REGULATORY ACCOUNTING TREATMENT
FOR CLOUD-BASED COMPUTING SOLUTIONS

Section

289.10 Purpose

289.20 Definitions

289.30 Applicability

289.40 Regulatory Accounting Treatment

AUTHORITY:: Implementing Sections 9-101 and 9-201 and authorized by Section 10-101 of
the Public Utilities Act [220 ILCS 5/9-101, 9-201 and 10-101].

SOURCE: Adopted at 42 Ill. Reg. , effective

Section 289.10 Purpose

The purpose of this Part is to provide comparable accounting treatment for cloud-based
computing solutions and on-premises computing solutions. This Part authorizes a regulatory
accounting alternative that any public utility subject to the provisions of this Part may utilize in
order to minimize differences in regulatory accounting treatment for cloud-based computing
solutions and on-premises computing solutions.

Section 289.20 Definitions
"Act" means the Public Utilities Act [220 ILCS 5].

"Affiliate-leased" means an item for which an affiliate of the public utility has
legal right of possession and/or use for a contractually defined term.

"Affiliate-owned" means an item for which an affiliate of the public utility has
legal right of possession.
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"Cloud-based™" means electronic applications, services or resources obtained from
an outside service provider's servers via access to the internet or other computer
network.

"Commission" means the lllinois Commerce Commission.

"Computing service" means a computing activity or computing solution provided
by an outside service provider and in which service the public utility or its
affiliate does not have and will not obtain an ownership interest.

"Computing solution™ means a way in which a problem or task is solved or
otherwise addressed using electronic computers.

"On-premises” means electronic applications, services, or resources that are
provided using services and computing infrastructure owned by the public utility
or its affiliate.

"Financial accounting™ means the accounting treatment, rules, and reporting
processes required by the Financial Accounting Standards Board (FASB), 401
Merritt 7, PO Box 5116, Norwalk CT 06856-5116, or its successor.

"Outside service provider" means a provider of computing services that is not
owned by, affiliated with or otherwise related to the public utility or an affiliate of
the public utility.

"Public utility" shall have the same meaning as in Section 3-105 of the Act.

"Regulatory accounting™ means the accounting treatment, rules, and reporting
processes required by the Commission.

"Regulatory asset” means expenses that are capitalized pursuant to FASB
Accounting Standards Codification Section 980-340-25-1 (version 2.0, adopted
February 25, 2016).

"Service contract” means the legal document that governs a public utility's and/or
its affiliate's agreement to obtain computing services from an outside service
provider. Any service contract extension or renewal shall be accounted for as a
separate regulatory asset under this Part.
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"Service contract term™ means the period of time during which the outside service
provider is obligated to provide computing services under the service contract and
excludes the period associated with optional contract extensions and any period
after the effective date of a service contract cancellation.

"Utility-leased"” means an item for which the public utility has legal right of
possession and/or use for a contractually defined term.

"Utility-owned™ means an item for which the public utility has legal right of
possession.

Section 289.30 Applicability

a)

b)

The regulatory accounting treatment set forth in this Part shall only apply to costs
within the jurisdiction of the Commission and shall be available to all public
utilities for which the Commission regulates rates.

The regulatory accounting treatment set forth in this Part shall apply to services
rendered and costs incurred subsequent to the effective date of this Part.

Section 289.40 Regulatory Accounting Treatment

a)

b)

A public utility may record as a regulatory asset and, subject to the Commission's
determination of prudence and reasonableness in a rate case, include in rate base
those costs associated with cloud-based computing solutions that would be
recorded to a utility plant account in accordance with financial accounting
requirements if the costs were for an on-premises computing solution, rather than
a cloud-based computing solution, if all the requirements in subsection (b) are
met. All other costs associated with cloud-based computing solutions shall be
recorded in accordance with financial accounting requirements, Commission
practice, rules, and law.

A public utility that records a regulatory asset as authorized under this Part shall
meet the following requirements:

1) The public utility shall record as a regulatory asset only costs incurred
through the period being reported for a cloud-based computing solution or
computing service.
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2) The public utility shall ensure that each regulatory asset is associated with
a specific service contract.

3) The public utility shall amortize each regulatory asset in accordance with
the instructions in subsection (c).

4) The public utility shall report specific information regarding regulatory
assets.

A) For the period from the implementation of this rule through
December 31, 2024, the public utility shall email the Accounting
Department of the Illinois Commerce Commission at
ICC.AccountingMgr@Illinois.gov within six months of the
effective date of this rule and subsequently, every March 31 and
September 30, a notification containing the recording of each new
regulatory asset under this Part for the previously unreported
period. The notification shall identify the type of computing
service, the service contract term, and the cost set forth in the
service contract.

B) For the period from the implementation of this rule through
December 31, 2024, with each rate case filing, the public utility
shall identify the five highest-cost regulatory assets, as well as any
regulatory assets equal to or in excess of $1,000,000, that the
public utility recorded under this Part and included in rate base in
Section 285.2010, Schedule B-2, or Section 285.2095, Schedule B-
10, in accordance with Part 285 of the Commission's rules. For
each identified regulatory asset, the public utility shall provide the
information set forth in 83 Ill. Adm. Code 285.6100(b)(1) through
(7) [Schedule F-4].

C) After December 31, 2024, with each rate case filing, the public
utility shall include regulatory assets recorded under this Part when
complying with 83 Ill. Adm. Code 285.6100 [Schedule F-4] when
those regulatory assets recorded under this Part meet or exceed the
individual project cost thresholds shown in the table provided in 83
[1l. Adm. Code 285.6100(a).

Amortization of the regulatory asset
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Each regulatory asset recorded under this Part shall be amortized
individually.

Each regulatory asset recorded under this Part shall be amortized over a
period beginning with the in-service date and ending at the conclusion of
the service contract term with which the regulatory asset is associated.

In the event of a service contract cancellation, the remaining unamortized
balance of the associated regulatory asset recorded under this Part shall be
amortized to expense on the effective date of the service contract
cancellation.

The amortization method used by a public utility to amortize any part of a
regulatory asset under this Part remains subject to the Commission's
determination of prudence and reasonableness in a rate case.
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NOTICE OF PROPOSED REPLEAER

Heading of the Part: Illinois Insurance Exchange Annual Statement

Code Citation: 50 Ill. Adm. Code 551

Section Numbers: Proposed Actions:
551.10 Repealed
551.20 Repealed
551.30 Repealed
551.40 Repealed
551.50 Repealed
551.60 Repealed

Statutory Authority: Implementing Sections 107.12, 107.13, 107.20 and 107.21 and
authorized by Section 401(a) of the Illinois Insurance Code (lll. Rev. Stat. 1981, ch. 73,
pars. 719.12, 719.13, 719.20, 719.21 and 1013).

A Complete Description of the Subjects and Issues Involved: The statute implemented
by the rule was repealed. Therefore, the rule is also being repealed.

Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355:
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.

Time, Place and Manner in which interested persons may comment on this
proposed rulemaking: Persons who wish to comment on this proposed rulemaking may
submit written comments no later than 45 days after the publication of this Notice to:
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Jennifer Parker-Heimlich or Susan Anders
Assistant General Counsel Rules Coordinator
[llinois Department of Insurance [llinois Department of Insurance
320 W. Washington St. 320 W. Washington St.
Springfield IL 62767 Springfield IL 62767
217/557-7317 217/558-0957

fax: 217/524-9033

13) Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: Not applicable

B) Reporting, bookkeeping or other procedures required for compliance: Not
applicable

C) Types of professional skills necessary for compliance: Not applicable

14)  Regulatory Agenda on which this rulemaking was summarized: July 2017

The full text of the Proposed Repealer begins on the next page:




ILLINOIS REGISTER 12378
18

DEPARTMENT OF INSURANCE
NOTICE OF PROPOSED REPLEAER
TITLE 50: INSURANCE

CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER f: INSURANCE EXCHANGE

PART 551

ILLINOIS INSURANCE EXCHANGE ANNUAL STATEMENT (REPEALED)
Section
551.10 Authority
551.20 Purpose and Scope
551.30 Definitions
551.40 Contents of the Illinois Insurance Exchange Annual Statement
551.50 Annual Financial Report on each syndicate
551.60 Severability Provision

AUTHORITY: Implementing Sections 107.12, 107.13, 107.20 and 107.21 and authorized by
Section 401(a) of the Illinois Insurance Code (1ll. Rev. Stat. 1981, ch. 73, pars. 719.12, 719.13,
719.20, 719.21 and 1013).

SOURCE: Adopted at 6 Ill. Reg. 2132, effective February 2, 1982; codified at 6 1ll. Reg. 12454,
repealed at 42 1ll. Reg. , effective .

Section 551.10 Authority

This Rule is promulgated by the Director of Insurance pursuant to Sections 107.12, 107.13,
107.20, 107.21 and 401 of the Illinois Insurance Code (Ill. Rev. Stat. 1981, ch. 73, pars. 719.12,
719.13, 719.20, 719.21 and 1013.)

Section 551.20 Purpose and Scope

The purpose of this Rule is to specify the format of an Annual Statement required to be filed with
the Director of Insurance concerning the activities of the Illinois Insurance Exchange.

Section 551.30 Definitions

In addition to the definitions of Section 107.15 of the Illinois Insurance Code (lll. Rev. Stat.
1981, ch. 73, par. 719.15), the following definitions shall apply to this Rule:

"Board of Trustees™ means the duly elected Trustees of the Exchange pursuant to
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Section 107.17 of the Hllinois Insurance Code.

"Central Processing Facility" means the recordkeeping facility formed pursuant to
Section 107.21 of the Illinois Insurance Code.

"Exchange™ means the Illinois Insurance Exchange, formed pursuant to Article V
1/2 of the Illinois Insurance Code.

"Rules of the Exchange" and "By-laws" means the body of the Rules or By-laws
adopted by the Board of Trustees, as amended, pursuant to Sections 107.06,
107.07, 107.10, 107.19, 107.21, 107.22 and 107.24 of the Illinois Insurance Code.
"Security Association” means the Illinois Insurance Exchange Immediate Access
Security Association formed pursuant to Section 107.26 of the Illinois Insurance
Code.

Section 551.40 Contents of the Illinois Insurance Exchange Annual Statement

a) The Annual Statement from the Exchange to the Director of Insurance shall
include the following:

1) Title page containing the following:

A) Name

B) "As of Date" of the annual statement.

C) List of Officers.

D) List of Directors.

E) Signatures of three officers in the format of the jurat of the
National Association of Insurance Commissioners (N.A.I.C.)
annual statement for fire and casualty insurance companies.
Appropriate changes may be made to the jurat.

2) Annual Financial Report on the Central Processing Facility.

A) Balance sheet reporting assets, liabilities, capital and surplus.
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B) Statement of gain or loss from operations.

C) Statement of changes in financial position.

D) Statement of changes in capital and surplus.

E) Notes to the above financial statements as required by generally
accepted accounting principles, including a description of the

accounting method used in this report.

3) Annual Financial Report on the Security Association in the form of item
2) of this Section.

4) Annual Financial Report on each syndicate as described in Section 551.50
of this Rule.

5) Copies of amendments to the Articles of Incorporation, By-laws and Rules
of the Exchange made during the year of this statement.

b) Two manually signed and notarized copies of the Annual Statement shall be filed
with the Director on or before April 1 of each year for the year ended December
31 immediately preceding.

C) Any changes, additional notes or qualifications made by independent auditors to
the financial data filed pursuant to the above shall be filed with the Director
within five days after receipt by the Exchange.

Section 551.50 Annual Financial Report on each syndicate
The annual financial report on each syndicate shall include the following:

a) N.A.L.C. Fire and Casualty annual statement pages representing the following:

1) Schedule of assets, liabilities, surplus and other funds.

2) Statement of income and capital and surplus account.

3) Statement of changes in financial position.
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Schedule of premiums written, earned, unearned and in force by annual
statement line of business.

Schedules of losses paid and incurred and loss adjustment expense
outstanding by annual statement line of business.

Five-year historical data.
Loss development schedules.
Exhibit of premiums and losses allocated by states and territories.

All additional schedules filed annually with the Exchange pursuant to
Section 107.13a of the Illinois Insurance Code.

b) Notes to the above financial statements as required by generally accepted
accounting principles, including a description of the accounting method used in
this report.

Section 551.60 Severability Provision

If any Section or portion of a Section of this Rule or the applicability thereof to any person or
circumstances is held invalid in a court, the remainder of the Rule or the applicability of such
provision to other persons or circumstances shall not be affected thereby.
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1) Heading of the Part: License and Documents Necessary to Engage in Activities and
Examinations

2) Code Citation: 50 Ill. Adm. Code 752

3) Section Numbers: Proposed Actions:
752.10 Amendment
752.20 Repealed
752.30 Amendment

4) Statutory Authority: Implementing Article VIIA and authorized by Section 401 of the
[llinois Insurance Code [215 ILCS 5/Art. VIIA (and 401)].

5) A Complete Description of the Subjects and Issues Involved: Currently, the
Department's Property and Casualty Compliance Unit is responsible for the annual
licensure of advisory organizations and joint underwriting associations. However, it was
decided this function would more appropriately fit within the duties conducted by the
Corporate Regulatory Section. To that end, the duties have been transferred within these
Departmental units, and the proposed amendments reflect this work assignment change.
Additionally, several portions of the rule that are no longer necessary are being removed.

6) Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355:
None

7) Will this rulemaking replace any emergency rule currently in effect? No

8) Does this rulemaking contain an automatic repeal date? No

9) Does this rulemaking contain incorporations by reference? No

10)  Are there any other rulemakings pending on this Part? No

11)  Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.
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12)  Time, Place and Manner in which interested persons may comment on this proposed

rulemaking: Persons who wish to comment on this proposed rulemaking may submit
written comments no later than 45 days after the publication of this Notice to:

Fred Moore or Susan Anders

Assistant General Counsel Rules Coordinator

[llinois Department of Insurance [llinois Department of Insurance
122 S. Michigan Ave, 19th FI 320 W. Washington St.

Chicago IL 60603 Springfield IL 62767
312/814-5398 217/558-0957

fax: 312-814-2862

13) Initial Reqgulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: None

B) Reporting, bookkeeping or other procedures required for compliance: None

C) Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: January 2018

The full text of the Proposed Amendments begins on the next page:
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TITLE 50: INSURANCE

CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER i: ADVISORY ORGANIZATIONS AND INSURANCE COMPANIES

PART 752
LICENSE AND DOCUMENTS NECESSARY TO ENGAGE IN
ACTIVITIES AND EXAMINATIONS

Section

752.10 License

752.20 Documents — Joint Underwriting and Joint Reinsurance (Repealed)
752.30 Submission of Application

752.40 Examinations

AUTHORITY: Implementing Article VIIA and authorized by Section 401 of the Illinois
Insurance Code [215 ILCS 5/Art. VIIA (and 401)].

SOURCE: Filed September 9, 1975, effective September 30, 1975; codified at 6 Ill. Reg. 12454;
amended at 38 Ill. Reg. 19939, effective September 30, 2014; amended at 42 1ll. Reg. :
effective .

Section 752.10 License

a) All advisory organizations conducting activities as defined in Article VIIA and in
the regulations issued to effect Article VIIA must apply to and be licensed by the
Department of Insurance.

be)  Every application for a license must include:
1) Copies certified by the custodian of the originals of the following:
A) Constitution;
B) The Atrticles of Incorporation;

C) Articles of Agreement;
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D) Articles of Associations; and

E) The by-laws, plan of operations, rules or regulations that govern
eligibility for membership and the activities of members relative to
their membership.

A list of members and subscribers.

The name and address of a resident of the state upon whom Notices or
Orders of the Director or process may be served.

A list of the officers and principal managers.

A $50 fee payable to the Illinois Director of Insurance.

cd)  Notification of substantive changes in subsections (be)(1), (3) and (4) must be
made within 60 days after the change. The list of members and subscribers
should be submitted annually, but additions to or deletions from the list should be
submitted monthly.

de)  Licenses must be renewed annually prior to January 1st each year, but application
for renewal need include only an update of existing documents and information
previously submitted to the Department.

(Source: Amended at 42 1ll. Reg. , effective )

Section 752.20 Documents-Joint Underwriting and Joint Reinsurance (Repealed)
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B}  #sGonstitution;

O  bylaws.rul lati

(Source: Repealed at 42 1ll. Reg. , effective )

Section 752.30 Submission of Application

All applications, information documents and fees required under Sections 752.10 and-752.20
must be received by:

Illinois Department of Insurance

Corporate Requlatory SectionProperty-& Casualty-Comphiance-Unit
320 West Washington St.

Springfield, llinois 62767

(Source: Amended at 42 1ll. Reg. , effective )
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Heading of the Part: Uniform Accounting Instructions for Fire and Marine and Casualty

and Surety Insurers

Code Citation: 50 Ill. Adm. Code 903

Section Numbers: Proposed Actions:
903.5 Repealed
903.10 Repealed
903.20 Repealed
903.30 Repealed
903.40 Repealed
903.50 Repealed
903.60 Repealed
903.70 Repealed
903.80 Repealed
903.90 Repealed
903.100 Repealed
903.110 Repealed
903.120 Repealed
903.130 Repealed
903.140 Repealed
903.150 Repealed
903.160 Repealed
903.170 Repealed
903.180 Repealed
903.190 Repealed
903.200 Repealed
903.210 Repealed
903.220 Repealed
903.310 Repealed
903.410 Repealed
903.420 Repealed
903.430 Repealed
903.510 Repealed
903.520 Repealed
903.610 Repealed
903.620 Repealed

903.630 Repealed
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Statutory Authority: Implementing Section 133 and authorized by Section 401 of the

Illinois Insurance Code (lll. Rev. Stat. 1981, ch. 73, pars. 745 and 1013) [215 ILCS 5/133
and 401].

A Complete Description of the Subjects and Issues Involved: Part 903 was effective in
1958 and defines expenses of fire and marine and casualty and surety insurers for
uniformity. The annual statement instructions and the NAIC Accounting Practices and
Procedures Manual now provides direction and explanations for these expenses. This is
an unnecessary Part and should be repealed in its entirety.

Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355:
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.

Time, Place and Manner in which interested persons may comment on this
proposed rulemaking: Persons who wish to comment on this proposed rulemaking may
submit written comments no later than 45 days after the publication of this Notice to:

Fred Moore or Susan Anders

Assistant General Counsel Rules Coordinator

[llinois Department of Insurance [llinois Department of Insurance
122 S. Michigan Ave, 19th FI 320 W. Washington St.

Chicago IL 60603 Springfield IL 62767
312/814-5398 217/558-0957

fax: 312/814-2862
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13) Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: None

B) Reporting, bookkeeping or other procedures required for compliance: None

C) Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: January 2018

The full text of the Proposed Repealer begins on the next page:
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TITLE 50: INSURANCE
CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER |: PROVISIONS APPLICABLE TO ALL COMPANIES
PART 903
UNIFORM ACCOUNTING INSTRUCTIONS FOR FIRE AND
MARINE AND CASUALTY AND SURETY INSURERS (REPEALED)

SUBPART A: RULES RELATING TO OPERATING EXPENSE CLASSIFICATIONS

Section

903.5 Introduction

903.10 Claim Adjustment Services

903.20 Commission and Brokerage

903.30 Allowances to Managers and Agents
903.40 Advertising

903.50 Boards, Bureaus and Associations
903.60 Surveys and Underwriting Reports
903.70 Audit of Assureds' Records

903.80 Salaries

903.90 Employee Relations and Welfare
903.100 Insurance

903.110 Directors' Fees

903.120 Traveling and Travel Items

903.130 Rent and Rent Items

903.140 Equipment

903.150 Printing and Stationery

903.160 Postage, Telephone and Telegraph, Exchange and Express
903.170 Legal and Auditing

903.180 Taxes, Licenses and Fees

903.190 Real Estate Expenses

903.200 Real Estate Taxes

903.210 Miscellaneous

903.220 General Instructions in Connection with Operating Expense Classifications

SUBPART B: RULES RELATING TO THE ALLOCATION
OF JOINT EXPENSES TO COMPANIES

Section
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903.310

Section

903.410
903.420
903.430

Section
903.510
903.520

Section

903.610
903.620
903.630

AUTHORITY: Implementing Section 133 and authorized by Section 401 of the Illinois

DEPARTMENT OF INSURANCE
NOTICE OF PROPOSED REPEALER
Joint Expenses

SUBPART C: RULES RELATING TO THE COMPOSITION OF,
AND ALLOCATION TO, EXPENSE GROUPS

List of Expense Groups
Composition of the Expense Groups
Allocation to Expense Groups

SUBPART D: RULES RELATING TO ALLOCATION
TO LINES OF BUSINESS

Lines of Business
Allocation of Expenses to Lines of Business

SUBPART E: SPECIAL INSTRUCTIONS RELATING TO
THE ALLOCATION OF SALARIES AND OTHER EXPENSES

General Procedures in Allocating Salaries
General Instructions Regarding Allocation Bases
Special Statements and Records Required

Insurance Code (lll. Rev. Stat. 1981, ch. 73, pars. 745 and 1013).

SOURCE: Effective July 11, 1958; codified at 7 Ill. Reg. 10840; repealed at 42 Ill. Reg.

effective

18

SUBPART A: RULES RELATING TO OPERATING EXPENSE CLASSIFICATIONS

Section 903.5 Introduction

For the purpose of establishing uniformity in classifications of expenses of fire and marine and
casualty and surety insurers recorded in statements and reports filed with and statistics reported

to Insurance Departments, all such insurers shall, beginning January 1, 1949, observe the

instructions set forth in this Part.
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Section 903.10 Claim Adjustment Services

a)

Direct

1)

Include the Following Expenses When in Connection With the
Investigation and Adjustment of Policy Claims:

A)

B)

C)

D)

E)

F)

G)

H)

Independent Adjusters: Fees and expenses of independent
adjusters or settling agents.

Legal: Fees and expenses of lawyers for legal services in the
defense, trial, or appeal of suits, or for other legal services.

Bonds: Premium costs of bonds.

Appeal Costs and Expenses: Appeal bond premiums; charges for
printing records; charges for printing briefs; court fees incidental to
appeals.

General Court Costs and Fees: Entry fees and other court costs,
and other fees not includible in Losses. Note: Interest and costs
assessed as part of or subsequent to judgment are includible in
Losses.

Medical Testimony: Fees and expenses of medical witnesses for
attendance or testimony at trials or hearings ("Medical™ includes
physicians, surgeons, chiropractors, chiropodists, dentists,
osteopaths, veterinarians, and hospital representatives).

Expert Witnesses: Fees and expenses of expert witnesses for
attendance or testimony at trials or hearings.

Lay Witnesses: Fees and expenses of lay witnesses for attendance
or testimony at trials or hearings.

Service of Process: Constables', sheriffs' and other fees and
expenses for service of process, including subpoenas.
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J) Transcripts of Testimony: Stenographers' fees and fees for
transcripts of testimony.

K) Medical Examinations: Fees for medical examinations, fees for
performing autopsies, fees for impartial examination, x-rays, etc.,
for the purpose of trial and determining questions of liability. This
does not include fees for medical examinations, x-rays, etc., made
to determine necessary treatment, or made solely to determine the
extent or continuation of disability, or first aid charges, as such
fees and charges are includible in Losses.

L) Miscellaneous: Costs of appraisals, expert examinations, surveys,
plans, estimates, photographs, maps, weather reports, detective
reports, audits, credit or character reports, watchman. Charges for
hospital records and records of other kinds, notary fees, certified
copies of certificates and legal documents. Charges for Claim
Adjustment Services by underwriting syndicates, pools and
associations.

Exclude:

A) Compensation to employees (see Salaries).

B) Expenses of salaried employees (see Traveling and Entertaining).
C) Items includible in Allowances to Managers and Agents.

D) Payments to State Industrial Commissions (see Taxes, Licenses
and Fees).

E) Payments to claim adjusting organizations except where the
expense is billed specifically to individual companies (see Boards,
Bureaus and Associations).

F) Cost of services of medical examiners for underwriting purposes
(see Surveys and Underwriting Reports).

G) Salvage and subrogation recovery expense, rewards, lost and found
advertising, expenses for disposal of salvage. Such expenses shall
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be deducted from salvage.
H) Any expenses which by these instructions are includible elsewhere.
1) Separation of Claim Adjustment Services: The Statistical Plans
filed by certain rating bureaus contain definitions of "Allocated
Loss Adjustment Expenses™ which exclude for rating purposes
certain types of claim adjustment services as defined herein. For
the lines of business thus affected, companies which are members
of such rating bureaus shall maintain records necessary to the
reporting of Claim Adjustment Services Direct, as follows:
1) As defined in Statistical Plans
i) Other than as defined in Statistical Plans.

b) Reinsurance Assumed
Include:

Claim adjustment expenses in bills rendered
by ceding companies.

C) Reinsurance Ceded
Include:

Claim adjustment expenses billed to assuming insurers.
Section 903.20 Commission and Brokerage
a) Direct
1) Include:
A) All payments, reimbursements and allowances, on direct writings,
computed as a percentage of premiums for production,

management or other services to:

)] Managers
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i) Supervising general agents
iii) General agents
iv) Regional and district agents
V) Local agents
vi) Office agents
vii)  Brokers
viii)  Solicitors

iX) Other producers and agents

B) Commissions and brokerage to employees when the activities for
which the commissions are paid are not a part of their duties as
employees.

Exclude:

A) Compensation to employees except as noted above (see Salaries).

B) Allowances, reimbursements and payments not computed as a
percentage of premiums (see Allowances to Managers and
Agents).

C) Expenses involved in transactions between insurance companies
(see Joint Expenses; Commission and Brokerage-Reinsurance
Assumed and Ceded; Expenses for Account of Another; and
Income from Special Services).

D) Contingent commission (see Commission and Brokerage-
Contingent).

E) Fees of investment counsel (see Legal and Auditing).

F)

Expenses includible in Boards, Bureaus and Associations.
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G) Taxes on premiums (see Taxes, Licenses and Fees).

H) Commission received for special services such as loss adjustment
and inspection not related to policies issued by the company (see
Income from Special Services).

Reinsurance Assumed

1)

2)

Commission and allowances of every nature on reinsurance assumed
including tax and board allowances and reinsurance brokerage, except
contingent commission, shall be included in Commission and Brokerage-
Reinsurance Assumed.

Exception: Where commission and allowances under reinsurance
assumed take the form of accurate proportions of actual expenses incurred,
as in some quota share and pooling agreements, entries shall be made to
the actual expenses.

Reinsurance Ceded

1)

2)

Commission and allowances of every nature on reinsurance ceded
including tax and board allowances and reinsurance brokerage, except
contingent commission, shall be included in Commission and Brokerage-
Reinsurance Ceded.

Exception: Where commission and allowances under reinsurance ceded
take the form of accurate proportions of actual expenses incurred, as in
some quota share and pooling agreements, entries shall be made to the
actual expenses.

Contingent-Net
Include:

1)
2)

3)

Contingent or profit commission paid.
Contingent or profit commission received.

Contingent commission to employees when the activities for which the
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contingent commission is paid are not a part of their duties as employees.

Policy and Membership Fees
Include:

1)

2)

Policy and membership fees retained by, or paid to, agents.

Policy and membership fees to employees when the activities for which
the policy and membership fees are paid are not a part of their duties as
employees.

Section 903.30 Allowances to Managers and Agents

a)

b)

Include:

Net allowances, reimbursements and payments for expenses of every nature, not
computed as a percentage of premiums, to managers, agents, brokers, solicitors,
and other producers.

Exclude:

1) Compensation to employees (see Salaries).

2) Expenses of salaried employees (see Traveling and Entertaining).

3) Expenses of management where one insurance company has been
appointed manager for another (see Joint Expenses; Commission and
Brokerage-Reinsurance Assumed and Ceded; and Expenses for Account
of Another).

4) Contingent commission (see Commission and Brokerage-Contingent).

5) Policy and membership fees (see Commission and Brokerage-Policy and
Membership Fees).

6) Expenses in connection with owned real estate (see Real Estate Expenses).

7) Amounts representing exact reimbursements for Losses, Taxes, Licenses

and Fees, Boards, Bureaus and Associations, and Advertising, where only
the minimum space required by law is taken.
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Amounts representing exact reimbursements for Claim Adjustment
Services, Surveys and Underwriting Reports and Audit of Assureds'
Records when these services are performed by others than employees of
managers, agents, brokers, solicitors or other producers.

Section 903.40 Advertising

a) Include:
Cost of the following:

1)
2)

3)

4)

5)
6)
7)
8)
9)
10)
11)

12)

13)

Services of advertising agents.
Public relations counsel.

Space in newspapers, periodicals, billboards, programs and other
publications.

Circulars, pamphlets, calendars and literature issued for advertising or
promotional purposes.

Drawings, plates, etchings, etc., in connection with advertising.
All charges for printing, paper, etc. in bills covering advertising.
Radio broadcasts.

Prospect and mailing lists.

Signs, frames, medals, etc., for agents.

Souvenirs for general distribution.

Directory listings.

House organs and similar publications distributed to others than
employees.

Advertising required by law when more than the minimum space required
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to comply with the law is taken.
b) Exclude:

1) Compensation to employees (see Salaries).

2) Items includible in Traveling and Entertaining, Claim Adjustment
Services, and Boards, Bureaus and Associations.

3) Cost of literature, booklets, placards, signs, etc., issued solely for accident

and loss prevention (see Surveys and Underwriting Reports).

4) Advertising and business development expenses allowed, reimbursed or
paid to managers, agents, brokers, solicitors, and other producers (see
Allowances to Managers and Agents).

5) Cost of help wanted advertising (see Employee Relations and Welfare).

6) Cost of advertising in connection with owned real estate (see Real Estate
Expenses).

7) Cost of house organs and similar publications for the use of employees
(see Printing and Stationery).

8) Donations to organized charities (see Miscellaneous).

9) Cost of souvenirs not generally distributed (see Traveling and
Entertaining).

Section 903.50 Boards, Bureaus and Associations

a) Include:
Dues, assessments, fees and charges of:

1) Underwriters' boards, rating organizations, statistical agencies, inspection
and audit bureaus.

2) Underwriters' advisory and service organizations including such
organizations as Insurance Executives Association and Association of
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Casualty and Surety Companies.

3) Accident and loss prevention organizations.

4) Claim organizations.

5) Underwriting syndicates, pools and associations such as Factory Insurance
Association, Oil Insurance Association, assigned risk plans (except
Commission and Brokerage, Claim Adjustment Services, and Taxes,
Licenses and Fees).

6) Specific payments to boards, bureaus and associations for rate manuals,
revisions, fillers, rating plans and experience data.

Exclude:

1) Cost of inspection, engineering or accident and loss prevention billed
specifically to individual companies (see Surveys and Underwriting
Reports).

2) Loss adjustment expenses billed specifically to individual companies (see
Claim Adjustment Services).

3) Allowances under reinsurance contracts for board and bureau expenses
(see Commission and Brokerage-Reinsurance Assumed and Ceded).

4) Payments to State Industrial Commissions (see Taxes, Licenses and Fees).

5) Payments into State Security Funds (see Taxes, Licenses and Fees).

6) Commission and Brokerage, Claim Adjustment Services, and Taxes,
Licenses and Fees of underwriting syndicates, pools, and associations such
as Factory Insurance Association and Qil Insurance Association.

7) Cost of survey, credit, moral hazard, character and commercial reports
obtained for underwriting purposes (see Surveys and Underwriting
Reports).

8) Cost of commercial reporting services (see Surveys and Underwriting
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Reports).

9) Dues and subscriptions to social or civic clubs or affairs (see Traveling
and Entertaining).

10)  Dues and subscriptions to accounting, legal, actuarial or similar societies
and associations (see Traveling and Entertaining).

Section 903.60 Surveys and Underwriting Reports
a) Include:
1) Cost of the following:

Survey, credit, moral hazard, character and commercial reports obtained
for underwriting purposes.

2) Commercial reporting services.

3) Appraisals for underwriting purposes.

4) Fire records
5) Inspection, engineering, and accident and loss prevention billed
specifically.

6) Literature, booklets, placards, signs, etc., issued solely for accident and
loss prevention.

7) Maps and corrections.

8) Services of medical examiners for underwriting purposes.
b) Exclude:

1) Compensation to employees (see Salaries).

2) Expenses of salaried employees (see Traveling and Entertaining).
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Items includible in Boards, Bureaus and Associations, Claim Adjustment
Services and Allowances to Managers and Agents.

Cost of character or credit reports on employees or applicants for
employment (see Employee Relations and Welfare).

Fees for physical examination of employees or applicants for employment
(see Employee Relations and Welfare).

Income from inspections, which shall be classified in accordance with the
instruction "Income from Special Services".

Section 903.70 Audit of Assureds' Records

a) Include:
Auditing fees and expenses of independent auditors for auditing payrolls and
other premium bases.

b) Exclude:
1) Compensation to employees (see Salaries).
2) Expenses of salaried employees (see Traveling and Entertaining).
3) Items includible in Claim Adjustment Services.
4) Items includible in Allowances to Managers and Agents.

Section 903.80 Salaries

a) Include:

1)

2)

Salaries, bonus, overtime, contingent compensation, pay while on leave,
dismissal allowance, pay while training and other compensation of
employees.

Commission and brokerage to employees when the activities for which the
commission is paid are a part of their duties as employees.
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b) Exclude:
Salaries or wages of janitors, caretakers, maintenance men and agents paid in
connection with owned real estate (see Real Estate Expenses).
Section 903.90 Employee Relations and Welfare
a) Pensions and Insurance Benefits for Employees
1) Include:

A) Cost of retirement insurance.

B) Payments or appropriations to funds irrevocably devoted to the
payment of pensions or other employees' benefits.

C) Pensions or other retirement allowances.

D) Accident, health and hospitalization insurance for employees.

E) Group life insurance for employees.

F) Worker's compensation insurance.

G) Payments to or on behalf of employees under self-insurance.

H) Any other Insurance for the benefit of employees.

2) Exclude:

A) Cost of insurance on lives of employees when the company is the
beneficiary, (such cost shall not appear among expenses, but shall
be charged to surplus).

B) Payments or appropriations to pension funds not irrevocably
devoted to the payment of pensions or other employees' benefits
(such payments or appropriations shall not appear among

expenses).

C) Items includible in Real Estate Expenses.
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D) All other types of insurance premiums.

b) All Other
1) Include:
Cost of:

A) Advertising-help wanted.
B) Training and welfare of employees.
C) Physical examinations of employees or applicants for employment.

D) Character or credit reports on employees or applicants for
employment.

E) Gatherings, outings and entertainment for employees.
F) Visiting nurse service for or on behalf of employees.

G) Medical and hospital bills for employees (not covered by
903.90(a)).

H) Direct payments, other than salaries, to employees for injury and
sickness (not covered by Section 903.90(a)).

) Supper money.
J) Donations to or on behalf of employees.
K) Food and catering for employees.
2) Exclude:
A) Salaries, bonus, overtime, contingent, pay while on leave,

dismissal allowances, pay while training and other compensation
of employees (see Salaries).
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B) Items includible in Real Estate Expenses.

C) Cost of house organs and similar publications (see Advertising,
and Printing and Stationery).

Section 903.100 Insurance
a) Include:
1) Fidelity or surety bonds covering employees and agents.
2) Burglary, and robbery insurance premiums.
3) Public liability insurance premiums (Excl. owned Real Estate).
4) Premiums for insurance on office contents.
5) Cost of insurance on automobiles.

6) All other insurance premiums not specifically provided for in other
operating accounts.

b) Exclude:
1) Items includible in Employee Relations and Welfare.
2) Items includible in Real Estate expenses.

Section 903.110 Directors' Fees
a) Include:

1) Directors' fees and other compensation of directors for attendance at board
or committee meetings.

2) Other fees, compensation and expenses paid to directors.

b) Exclude:
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Commission to directors for the production of business (see Commission and
Brokerage-Direct).

Section 903.120 Traveling and Travel Items

a)

b)

Include:

1)

Transportation, hotel, meals, postage, telephone, telegraph, express and
incidental living expenses of employees while traveling.

2) Expenses for transfer of employees.

3) Depreciation, repairs and other operating expenses of automobiles.

4) Rent of automobiles.

5) Fees for automobile license plates.

6) Cost of insurance on automobiles.

7) Cost of transportation, hotel, meals and entertainment of guests.

8) Cost of favors and presents given or extended to others than employees.

9) Cost of souvenirs not generally distributed.

10)  Dues and subscriptions to social or civic clubs or affairs.

11)  Dues and subscriptions to accounting, legal, actuarial, or similar societies
and associations.

Exclude:

1) Items includible in Salaries, Advertising, Commission and Brokerage,
Taxes, Licenses and Fees, Boards, Bureaus and Associations, and
Equipment.

2) Cost of gatherings, outings, etc., and entertainment for employees (see

Employee Relations and Welfare).
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3) Traveling and entertaining expenses paid, reimbursed, or allowed to

managers, agents, brokers, solicitors and other producers (see Allowances
to Managers and Agents).

4) Items includible in Real Estate Expenses.
5) Donations to organized charities (see Miscellaneous).
6) Cost of souvenirs for general distribution (see Advertising).

Section 903.130 Rent and Rent Items

a) Include:
1) Rent of home office and branch offices.
2) Rent for space occupied in buildings owned.
3) Light, heat, power and water charges in leased premises.
4) Interest, taxes, etc., paid in lieu of rent for leased premises.
5) Cost of alterations and repairs of leased premises.
6) Public liability insurance premiums.
7) Rent of storage, safekeeping and warehouse space.

8) Rent of safe deposit boxes.
9) Rent of post office boxes.
10)  Time clock service charges.

11)  Cost of cleaning, towels, ice, water, electric lamp replacements and other
expenses incidental to office maintenance.

b) Exclude:
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Compensation to employees (see Salaries).
Rent of furniture, equipment, and office machines (see Equipment).
Rent of automobiles (see Traveling and Entertaining).

Rent allowed reimbursed, or paid to managers, agents, brokers, solicitors
and other producers (see Allowances to Managers and Agents).

Items includible in Real Estate Expenses.

Rent income from owned real estate.

Section 903.140 Equipment

a)

b)

Include:

1)

Rent and repairs of furniture, equipment and office machines including
printers' equipment, postage machines and punched card equipment.

2) Depreciation on furniture, equipment and office machines.

3) Premiums for insurance on office contents.

Exclude:

1) Compensation to employees (see Salaries).

2) Rent, repairs and depreciation of automobiles (see Traveling and
Entertaining).

3) Cost of insurance on automobiles (see Traveling and Entertaining).

4) Cost of alterations and repairs of leased premises (see Rent and Rent
Items).

5) Equipment expenses allowed, reimbursed or paid to managers, agents,

brokers, solicitors and other producers (see Allowances to Managers and



ILLINOIS REGISTER 12409

6)

18
DEPARTMENT OF INSURANCE

NOTICE OF PROPOSED REPEALER
Agents).

Items includible in Real Estate Expenses.

Section 903.150 Printing and Stationery

a)

b)

Include:

1)

Cost of the following:

Printing, stationery and office supplies such as: letterheads, envelopes,
paper stock, printed forms or manuals, adding machine tape, carbon paper,
binders and posts, photostatic copies, pencils, pens, leads, ink, glue,
stamps and stamp pads, staplers, staples, clips and pins, desk top
equipment (calendars, trays, etc.), waste baskets, analysis pads, ledgers,
journals, minute books, etc.

2) Policies and policy forms.

3) Punch cards

4) House organs and similar publications for the use of employees.

5) Books, newspapers and periodicals including investment, tax and legal
publications and services.

Exclude:

1) Compensation to employees (see Salaries).

2) Specific payments to boards, bureaus and associations for rate manuals,
revisions, fillers, rating plans and experience data (see Boards, Bureaus
and Associations).

3) Cost of the following:

A) Literature, booklets, placards, signs, etc., issued solely for accident
and loss prevention (see Surveys and Underwriting Reports).

B) Items includible in Claim Adjustment Services.
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C) Items includible in Advertising.

D) Printers' equipment in company owned printing departments (see
Equipment).

E) Printing and stationery allowed, reimbursed or paid to managers,
agents, brokers, solicitors and other producers (see Allowances to
Managers and Agents).

F) House organs and similar publications distributed to others than
employees (see Advertising).

G) Commercial reporting services (see Surveys and Underwriting
Reports).

H) Items includible in Real Estate Expenses.
Section 903.160 Postage, Telephone and Telegraph, Exchange and Express

a) Include:
1) Express, freight and cartage.
2) Postage.
3) Cost of telephone and telegrams, cables, radiograms and teletype.
4) Bank charges for collection and exchange.

b) Exclude:
1) Compensation to employees (see Salaries).
2) Rent, repairs and depreciation of postage machines (see Equipment).

3) Postage, telephone, telegraph and express of employees while traveling
(see Traveling and Entertaining).
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4) Postage, telephone and telegraph, exchange, and express allowed,
reimbursed or paid to managers, agents, brokers, solicitors and other
producers (see Allowances to Managers and Agents).

5) Profits or losses resulting from exchange on remittances to Home Office
by a United States Branch. Such profits or losses shall not be included in
expenses.

6) Items includible in Real Estate Expenses.

7) Rent of post office boxes (see Rent and Rent Items).

Section 903.170 Legal and Auditing

a) Include:

1) Legal retainers, fees and other legal expenses (except on losses and
salvage).

2) Auditing fees of independent auditors for examining records of home and
branch offices.

3) Cost of services of tax experts.

4) Fees of investment counsel.

5) Registrar fees.

6) Custodian fees.

7) Trustees' fees.

8) Transfer agent fees.

9) Fees and expenses of others than employees, for collecting balances.
10) Notary fees.

b) Exclude:
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Compensation to employees (see Salaries).

Expenses of salaried employees (see Traveling and Entertaining).
Items includible in Claim Adjustment Services.

Items includible in Real Estate Expenses.

Cost of auditing of assureds' records (see Audit of Assureds' Records).

Section 903.180 Taxes, Licenses and Fees

a)

b)

State and Local Insurance Taxes

1)

2)

Include:

A) State, county and municipal taxes, licenses and fees based upon
premiums.

B) Fire Patrol assessments.

C) Payments to State Industrial (or other) Commissions for
administration of Workers' Compensation or other State Benefit
Acts (including assessments for administering Financial
Responsibility Laws) regardless of basis of assessment.

D) Net payments to State Security Funds, Reopened Case Funds,
Second Injury Funds, and other State funds when construed by the
company as operating expenses, regardless of basis of assessment.

Exclude:
Allowances for taxes under reinsurance contracts (see Commission and
Brokerage Reinsurance Assumed and Ceded).

Insurance Department Licenses and Fees

1)

Include:
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A) Agents' Licenses.
B) Certificates of authority, compliance, deposit, etc.
C) Filing fees.
D) Fees and expenses of examination by insurance departments or
other governmental agencies.
2) Exclude:

Items includible in Claim Adjustment Services.

Payroll Taxes

1) Include:

A) Old age benefit taxes.

B) Unemployment insurance taxes.
2) Exclude:

Payroll taxes includible in Real Estate Taxes.

All other (excluding Federal Income and Real Estate)

1) Include:
A) Qualifying bond premiums.
B) Statement publication fees.
C) Advertising required by law.
D) Personal property taxes.
E) State income taxes.

F)

Capital stock taxes.
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G) Business or corporation licenses or fees (not includible under (a) or
(b)).

H) Marine profits taxes.

1) Documentary stamps on reinsurance.

J) Any other taxes not assignable under (a), (b), and (c) and not
otherwise excluded.

2) Exclude:

A) Cost of advertising required by law where more than minimum
space required to comply with the law is taken. Such expense shall
be included in Advertising.

B) Real estate taxes, licenses and fees (see Real Estate Taxes).

C) Items includible in Claim Adjustment services.

D) Fees for automobile license plates (see Travel and Travel items).

E) Federal income tax.

F) Sales taxes, etc. included on invoices of vendors. Such taxes are to

follow allocation of cost of items purchased.

Section 903.190 Real Estate Expenses

Include:

a)

b)

c)
d)

Salaries, wages and other compensation of janitors, caretakers, maintenance men
and agents paid in connection with owned real estate.

Cost of operating and maintaining owned real estate.

Cost of insurance in connection with owned real estate.

Cost of advertising in connection with owned real estate.
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Section 903.200 Real Estate Taxes

Include:

Taxes, licenses and fees on owned real estate.

Section 903.210 Miscellaneous

Expenses not listed as includible in other operating expense classifications, and not analogous
thereto, shall be included in "Miscellaneous”. Specifically, the following shall be included:

a) Cost of tabulating service when such service is rendered by outside organizations.

b) Amounts received and handled in accordance with the Instruction "Income from
Special Services".

C) Donations to organized charities.

d) Differences between actual amounts paid, and amounts apportioned in accordance
with the Instruction "Joint Expenses™ (Section 903.310).

Section 903.220 General Instructions in Connection with Operating Expense

Classifications

a) Joint Expenses

1)

2)

Whenever personnel or facilities are used in common by two or more
companies, or whenever the personnel or facilities of one company are
used in the activities of two or more companies, the expenses involved
shall be apportioned in accordance with the regulations relating to Joint
Expenses, (Section 903.310) and such apportioned expenses shall be
allocated by each company to the same operating expense classifications
as if the expenses had been borne wholly. Any difference between the
actual amount paid, and the amount of such apportioned expenses shall be
included in the operating expense classification "Miscellaneous".

This instruction does not apply to the allocation of the following, which
are covered by separate instructions herein:
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Reinsurance commission and allowances (see Commission and
Brokerage-Reinsurance Assumed and Ceded).

Commission and brokerage paid to managers and agents (see
Commission and Brokerage-Direct).

Allowances to managers and agents (see Allowances to Managers
and Agents).

Expenses allocable in accordance with the instruction "Income
from Special Services".

Expenses for Account of Another

Whenever expenses are paid by one company for account of another, the
payments shall not appear among the expenses reported by the former, and shall
be included by the latter in the same expense classifications as if originally paid

by it.

Income from Special Services

1)

2)

Whenever an insurance company receives compensation for sales or
services, such as loss adjustment or inspection not related to policies
written by the company, and such compensation is not calculated as a joint
expense reimbursement, the amount thereof shall be included in the
operating expense classification "Miscellaneous™. Where an insurance
company pays the compensation, allocation shall be made to the expense
classification dictated by the nature of the expense.

This instruction is of limited applicability and does not apply to the
allocation of the following, which are covered by separate instructions
herein:

A)

B)

Reinsurance commission and allowances (see Commission and
Brokerage-Reinsurance Assumed and Ceded).

Expenses incurred for the benefit of companies in the same group
or fleet. Such expenses are covered by the Instruction "Joint
Expenses" (Section 903.310).
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Analogous Items

The lists of expenses includible in the operating expense classifications are
representative and do not exclude analogous items which are omitted from the

lists.

SUBPART B: RULES RELATING TO THE ALLOCATION
OF JOINT EXPENSES TO COMPANIES

Section 903.310 Joint Expenses

a)

Joint Expenses, as described in Subpart A, Section 903.220 (a), shall be allocated

to companies as follows:

Expenses To Be Allocated
To Companies

Advertising

Boards, Bureaus and
Associations

Surveys & Underwriting
Reports

Audit of Assureds' Records

Salaries

Employee Relations
& Welfare

Pensions
Traveling & Entertaining

Rent & Rent Items

Bases of Allocation
To Companies

Premiums

Special Studies

Special Studies

Special Studies

See Special Instructions
Relating to the Allocation of
Salaries & other Expenses
(Subpart E)

Overhead on Salaries

Overhead on Salaries

Special Studies

Overhead on Salaries
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Equipment Overhead on Salaries
Printing & Stationery Overhead on Salaries

Postage, Telephone &
Telegraph, Exchange &

Express Overhead on Salaries
Legal & Auditing Special Studies
Payroll Taxes Overhead on Salaries
Miscellaneous Special Studies

Definitions

1) The term "Premiums™ used as a basis of allocation means the allocation of
expenses shall follow the percentages of applicable premiums.

2) The term "Special Studies” used as a basis of allocation means that
expenses shall be analyzed and bases of allocation applied as dictated by
that analysis.

3) The term "Overhead on Salaries™ used as a basis of allocation means that
the allocation of expenses shall follow the percentages of the applicable
salaries allocation.

Other Bases Permitted or Prescribed

For those operating expense classifications permitting the basis, Overhead on
Salaries or Premiums, any other basis of allocation may be adopted which yields
more accurate results. The bases Overhead on Salaries and Premiums shall not be
used if clearly inappropriate.

Other Instructions Applicable
In making any allocations of Joint Expenses, companies shall observe the General
Instructions Regarding Allocation Bases (see Subpart E, Section 903.620).

Records Required
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1) The methods followed in allocating Joint Expenses shall be described,
kept and supported as set forth under Detail of Allocation Bases (see
Subpart E, Section 903.630 (g)).

2) The effects of the application, to each operating expense classification, of
all bases of allocation shall be shown on records kept in clear and legible
form. Such records shall be readily available for examination.

f) Interim Allocations of Joint Expenses
It is permissible to apportion expenses between companies during the year on the
basis of methods and procedures other than those prescribed herein, provided
allocations of corrected amounts, calculated in accordance with this Part, are
made in time for entry in the Annual Statement.

SUBPART C: RULES RELATING TO THE COMPOSITION OF,
AND ALLOCATION TO, EXPENSE GROUPS

Section 903.410 List of Expense Groups

Expenses reported in the operating expense classifications shall be allocated to the following
expense groups:

a) Investment Expenses

b) Loss Adjustment Expenses

C) Acquisition, Field Supervision and Collection Expenses
d) Taxes

e) General Expenses

Section 903.420 Composition of the Expense Groups
The composition of each expense group shall be as follows:

a) Investment Expenses
Investment Expenses shall comprise all expenses incurred wholly or partially in
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connection with the investing of funds and the obtaining of investment income,
including related expenses incurred in the following activities: initiating or
handling orders and recommendations; doing research; pricing; appraising and
valuing; paying and receiving; entering and keeping general and detail records;
safe keeping; collecting; recording, calculating and accruing investment income;
general clerical, secretarial, office maintenance, supervisory and executive duties;
handling personnel, supplies, mail, etc; and all other activities reasonably
attributable to the investing of funds and the obtaining of investment income.

Loss Adjustment Expenses

Loss Adjustment Expenses shall comprise all expenses incurred wholly or
partially in connection with the adjustment and recording of policy claims,
including the totals of the operating expense classification, Claim Adjustment
Services; the types of expenses included in Claim Adjustment Services, when the
activities resulting in such types of expenses are performed by employees; and
including related expenses incurred in the following activities: estimating
amounts of claims; paying and receiving; entering and keeping general and detail
records; general clerical, secretarial, office maintenance, supervisory and
executive duties; handling personnel, supplies, mail, etc.; and all other activities
reasonably attributable to the adjustment and recording of policy claims in
connection with claims reported, paid, and outstanding, and reinsurance thereon.

Acquisition, Field Supervision and Collection Expenses

1) Acquisition, Field Supervision and Collection Expenses shall comprise all
expenses incurred wholly or partially in the following activities:

A) Soliciting and procuring business and developing the sales field.

B) Writing policy contracts, and checking and directly supervising the
work of policy writers.

C) Receiving and paying of premiums and commissions; entering into
or setting up records of premiums and commissions receivable and
payable for collection purposes; balancing and maintaining such
records; corresponding with and visiting insureds and producers
for the purpose of collecting premiums or adjusting differences;
checking current accounts from producers; auditing of records of
delinquent agents; and services of collection agencies. Do not
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include activities in connection with accounts receivable from and
payable to branch or other offices within the company.

Compiling and distributing expiration lists, notices of premiums
due, lists of premiums or premium balances receivable and
payable, contingent and other commission statements, production
statements for acquisition and field supervision purposes, and
similar data.

Maintaining good will of insureds and producers; activities of field
men; contact work related to acquisition, field supervision and
collection; making contracts and agreements with producers; and
activities in connection with agency appointments and
replacements. Do not include: inspections of risks when carried
on by personnel employed by the insurance company, engaged full
time in physical inspection of risks and activities directly related
thereto; audits for the purpose of premium determination; and
activities in connection with the adjustment of policy claims.

Rendering service to agents and other producers, such as providing
office space, personnel, telephone, etc., and obtaining agents'
licenses. Do not include fees paid for agents' licenses.

Advertising and publicity of every nature related to acquisition,
field supervision and collection. In addition to applicable salaries,
etc., include the entire amount shown in the operating expense
classification, Advertising.

Miscellaneous activities of agents, brokers and producers other
than employees, when performed by them: inspections; quoting
premiums; signing policies; examining and mailing policies,
applications and daily reports; compiling figures for current
accounts, correspondence and sundry bookkeeping and clerical
work.

Other activities reasonably attributable to those operations listed in
(A) to (H), such as: keeping general and detail records; paying and
receiving; general clerical, secretarial, office maintenance,

supervisory and executive work; and handling personnel, supplies,
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mail, etc.
2) Commission and Allowances:

A) When the whole or a part of any amount in the operating expense
classifications Commission and Brokerage-Direct, and Allowances
to Managers and Agents is paid specifically for services other than
those set forth under Section 903.420(c)(1)(A) to (c)(1)(I) , and
when such services are not duplicated or otherwise compensated
by the company, the amount thereof shall be allocated to expense
groups other than Acquisition, Field Supervision and Collection,
and such allocations shall be justified by detailed statements and
data calculated and prepared in accordance with the methods
prescribed in this Part showing amounts of expenditures, properly
allocated to expense groups and primary lines of business.

B) When Allowances to Managers and Agents represent a division of
expenses shared with other companies, the aforementioned
statements and data shall show the division of such shared
expenses calculated and prepared in accordance with the methods
prescribed in this Part.

C) The calculation and preparation of the aforementioned statements
and data shall be subject to verification and audit by insurance
department personnel.

D) The instructions under the heading Commission and Allowances
do not apply to Commission and Brokerage-Reinsurance Assumed,
or Commission and Brokerage-Reinsurance Ceded.

d) Taxes
Taxes shall comprise the totals of the operating expense classification Taxes,
Licenses and Fees.

e) General Expenses
General Expenses shall comprise all expenses not assignable by this Part to other
expense groups.

Section 903.430 Allocation to Expense Groups
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Expenses shall be allocated to expense groups as follows:

Expenses to Be Allocated

to Expense Groups

Allocation
to Expense Groups

Claim Adjust. Services:
Direct
Reinsurance Assumed
Reinsurance Ceded
Commission & Brokerage:
Direct
Reinsurance Assumed
Reinsurance Ceded
Contingent-Net

Policy & Membership Fees

Allowances to Managers &
Agents

Advertising

Boards, Bureaus & Assn.

Surveys & Underwriting

Loss Adjust. Expenses
Loss Adjust. Expenses
Loss Adjust. Expenses

See Commission
and Allowances

(Subpart C,
Section 903.420(c)(2))

Acquisition, Field Supervision
and Collection Expenses

Acquisition, Field Supervision
and Collection Expenses

Acquisition, Field Supervision
and Collection Expenses

Acquisition, Field Supervision
and Collection Expenses

See Commission and
Allowances (Subpart C,
Section 903.420(c)(2))

Acquisition, Field Super. &
Collec. Exp.

General Expenses

General Expenses
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Reports
Audit of Assureds' Rec.

Salaries

Employee Relations &
Welfare

Pensions

Directors' Fees
Travel and Entertain.
Rent and Rent Items
Equipment

Printing & Stationery

Postage, Telephone &

Telegraph, Exchange and

Express
Legal & Auditing
Taxes, Licenses & Fees
Real Estate Expenses

Real Estate Taxes

Income from Spec. Serv.

Miscellaneous

General Expenses

18

See Spec. Instructions Relating
to Allocation of Salaries &
Other Expenses (Subpart E)

Overhead on Salaries
Overhead on Salaries
Overhead on Salaries
Spec. Studies

Overhead on Salaries
Overhead on Salaries

Overhead on Salaries

Overhead on Salaries
Special Studies
Taxes

Investment Expenses
Investment Expenses
Special Studies

Special Studies
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Definitions
For definition of the terms Overhead on Salaries & Special Studies, See Subpart
B, Section 903.310(b).

Other Bases Permitted Or Prescribed

For those operating expense classifications permitting the basis Overhead on
Salaries, any other basis of allocation may be adopted which yields more accurate
results. The basis Overhead on Salaries shall not be used if clearly inappropriate.

Other Instructions Applicable
In making any allocations to expense groups, companies shall observe the General
Instructions Regarding Allocation Bases (see Subpart E, Section 903.620).

Records Required

The methods followed in allocating to expense groups shall be described, kept
and supported as set forth under Detail of Allocation Bases (see Subpart E,
Section 903.630(Q)).

The effects of the application to each operating expense classification of all bases
of allocation shall be shown on records kept in clear and legible form. Such
records shall be readily available for examination.

SUBPART D: RULES RELATING TO ALLOCATION
TO LINES OF BUSINESS

Section 903.510 Lines of Business

The lines of business for allocation of expenses shall be the following:

a)

b)

Fire and Allied Lines:

1) Fire

2) Extended Coverage
3) Other

Ocean Marine
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Inland Marine
Automobile Liability
1) Bodily Injury (including medical payments coverage)
2) Property Damage
Automobile Physical Damage and Theft:
Fire, Theft and Comprehensive Collision
Worker's Compensation
Liability Other than Automobile
1) Bodily Injury
2) Property Damage
Fidelity
Surety
Glass
Burglary and Theft
Accident and Health

Boiler and Machinery

Section 903.520 Allocation of Expenses to Lines of Business

a)

Allocation of Expenses

1) The allocation of expenses to lines of business shall be by expense groups.
Each classification of expense within each expense group shall be
allocated separately to lines of business on the bases of allocation
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prescribed as follows.

All bases employed in such allocations shall be applicable and appropriate
to the expense group of which such expense is a part.

Example - Expenses which are allocated to lines of business as an
Overhead on Salaries shall be calculated in relation only to the salaries
included in the same expense group.

Expenses Included in the Bases of Allocation
Expense Group, Loss Adjust. to Lines of
Expenses Business

Claim Adjust. Services:

Direct Actual
Reinsurance Assumed Actual
Reinsurance Ceded Actual

Commission & Brokerage
-Direct See Commission & Allow.
(Subpart C, Section 903.420(c)(2))

Allowances to Managers See Commission & Allow.
and Agents (Subpart C, Section 903.420(c)(2))
Salaries See Spec. Inst. Relating

to Allocation of Salaries &
Other Expenses (Subpart E)

Employee Relations &

Welfare Overhead on Salaries
Pensions Overhead on Salaries
Directors' Fees Overhead on Salaries
Traveling & Entertain. Special Studies

Rent & Rent Items Overhead on Salaries
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Equipment
Printing & Stationery

Postage, Telephone &
Telegraph, Exchange &
Express

Legal & Auditing

Income from Spec. Serv.

Miscellaneous

Expenses Included in the
Expense Group, Acquisition,

Field Supervision &
Collection Expenses

Overhead on Salaries
Overhead on Salaries

Overhead on Salaries
Special Studies
Special Studies

Special Studies

Bases of Allocation
to Lines of Business

Commission & Brokerage:
Direct

Reinsurance Assumed
Reinsurance Ceded
Contingent-Net

Policy & Membership Fees

Allowances to Managers &
Agents

Actual, but Subject to
Instructions Under
Comm. & Allow.
(Subpart C, Section 903.420(c)(2))

Actual
Actual
Special Studies
Actual
Spec. Studies, but
Subject to Instructions under

Commission & Allowance
(Subpart C, Section 903.420(c)(2))
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Advertising Premiums
Salaries See Special Instructions

Relating to Allocation of
Salaries & Other Expenses (Subpart E)

Employee Relations & Overhead on Salaries
Welfare

Pensions Overhead on Salaries
Directors' Fees Overhead on Salaries
Travel & Entertain. Special Studies

Rent & Rent Items Overhead on Salaries
Equipment Overhead on Salaries
Printing & Stationery Overhead on Salaries

Postage, Telephone &
Telegraph, Exchange

& Express Overhead on Salaries
Legal & Auditing Special Studies
Income from Spec. Serv. Special Studies
Miscellaneous Special Studies

Expenses Included in

the Expense Group, Bases of Allocation to
General Expenses Lines of Business
Comm. & Brokerage- See Comm & Allowances

Direct (Subpart C, Section 903.420(c)(2))
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Allowances to Managers

& Agents

Boards, Bureaus & Assn.

Surveys & Underwriting

Reports

Audit of Assureds'
Records

Salaries

Employee Relations &
Welfare

Pensions

Directors' Fees

Travel. & Entertain.

Rent & Rent Items

Equipment

Printing & Stationery

Postage, Telephone &
Telegraph, Exchange

& Express

Legal & Auditing

Income from Spec. Serv.

See Comm. & Allowances

18

(Subpart C, Section 903.420(c)(2))

Special Studies

Special Studies

Special Studies

See Spec. Instructions
Relating to Allocation
of Salaries & Other
Expenses (Subpart E)

Overhead on Salaries

Overhead on Salaries
Overhead on Salaries
Special Studies

Overhead on Salaries
Overhead on Salaries

Overhead on Salaries

Overhead on Salaries

Special Studies

Special Studies
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Miscellaneous Special Studies
Expenses Included in the Bases of Allocation
Expense Group, Taxes to Lines of Business

Taxes, Licenses & Fees:

State & Local Ins. Taxes Special Studies

Ins. Dept. or State

Licenses & Fees Special Studies
Payroll Taxes Overhead on Salaries

All other (excluding
Fed. Income & Real Special Studies
Estate)

Definitions

1) The term Actual means that the expenses are susceptible of direct and
accurate allocation, and companies shall allocate directly to lines of
business and shall not employ any apportionments or estimations.

2) For definitions of the terms Special Studies, Premiums and Overhead on
Salaries, see Subpart B, Section 903.310(b).

Other Bases Permitted or Prescribed

For those expense classifications permitting the basis Overhead on Salaries or
Premiums, any other basis of allocation may be adopted which yields more
accurate results. The bases Overhead on Salaries and Premiums shall not be used
if clearly inappropriate.

Other Instructions Applicable

In making any allocations to lines of business, companies shall observe the
General Instructions Regarding Allocation Bases (see Subpart E, Section
903.620)

Records Required
The methods followed in allocating to lines of business shall be described, kept
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and supported as set forth under Detail of Allocation Bases (see Subpart E,
Section 903.630(9)).

The effects of the application to each operating expense classification of all bases
of allocation shall be shown on records kept in clear and legible form. Such
records shall be readily available for examination.

SUBPART E: SPECIAL INSTRUCTIONS RELATING TO
THE ALLOCATION OF SALARIES AND OTHER EXPENSES

Section 903.610 General Procedures in Allocating Salaries

a)

b)

Direct Allocations

Wherever possible, salaries of individuals or similarly employed groups shall be
allocated direct to companies, expense groups and primary lines of business. In
other words, salaries of employees whose work is solely in connection with a
specific company, expense group or line of business shall be allocated thereto.

Allocations Other Than Direct

1) When a direct allocation is not made, salaries, with certain exceptions
hereinafter noted, shall be allocated on whichever of the following bases,
or combinations thereof, are appropriate:

A)
B)
C)
D)
E)

F)

Number of Items or Units
Time Studies

Overhead on Other Allocations
Premiums

Dollar Volume of Losses

Other Special Studies

2) All bases of allocation, and the application thereof, shall be subject to
restrictions, modifications and exceptions in the General Instructions
Regarding Allocation Bases which follow.



ILLINOIS REGISTER 12433

18
DEPARTMENT OF INSURANCE

NOTICE OF PROPOSED REPEALER

Section 903.620 General Instructions Regarding Allocation Bases

a) Number of Items or Units

1)

2)

3)

4)

Item and unit counts may include the following:
A) Number of Premium Entries

B) Number of Policies

C) Number of Loss Entries

D) Number of Accidents

E) Number of Employees

and any other unit or item counts which aid in the allocation of expenses.
To the greatest practical extent, such unit or item counts shall be applied

only to expenses incurred in activities having a direct relationship to the

bases.

In determining the applicability of Number of Premium Entries as a basis
of allocation, consideration shall be given to the number of premiums on
original policies plus additional premiums, return premiums, reinsurance
premiums, and return premiums on reinsurance. Where more than one
card is punched or more than one entry is made covering only one amount,
consideration shall be given thereto. Consideration shall also be given to
the effect on cost of procedural differences in connection with types of
entries.

In determining the applicability of Number of Policies as a basis of
allocation, consideration shall be given to policies underlying another
policy, to policies covering more than one line of business, to policies for
various terms, and to the effect on cost of procedural differences in
connection with types of policies.

In determining the applicability of Number of Loss Entries as a basis of
allocation, consideration shall be given to the number of gross entries plus
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salvage entries and reinsurance entries, for paid or outstanding losses, or
both, and to the effect on cost of procedural differences in connection with
types of loss entries.

5) In determining the applicability of Number of Accidents as a basis of
allocation, consideration shall be given to accidents on which specific
estimates are set up, those on which no specific estimate is made, and
those for which no claim is made, and to the effect on cost of procedural
differences in connection with types of accidents.

6) The basis Number of Employees is of limited application and shall be used
only where the cost logically follows the number of employees. It may be
of use, where properly weighted, in allocating such units as cafeteria,
personnel department, and payroll department.

Time Studies

Time studies are actual measurements of time required to make motions, to
complete a routine of regularly occurring procedure. In contemplating the use of
a time study as a basis of allocation, consideration shall be given to the number of
motions which must be studied to obtain a valid average and to possible
distortions in the average caused by exceptional conditions during the study.

Overhead on Other Allocations

Salaries of supervisors and executives may be distributed as an overhead on the
salaries of employees whom they supervise. Salaries of departments such as mail
and general stenographic may be distributed as an overhead on the salaries of
people whose work is handled. However, no salaries shall be distributed as an
overhead on other allocations if any other basis is more appropriate.

Premiums

1) Premiums shall not be used as a basis of allocation except when
specifically noted as a permissible basis or when the expense is incurred as
a percentage of premiums (subject to instructions under Commission and
Allowances in Subpart C, Section 903.420(c)(2)), or when the expenses
are logically allocable on the basis of premiums. In no event shall
premiums be used as a basis of allocation in connection with clerical,
technical, secretarial, office maintenance, supervisory and executive
activities unless such basis is clearly appropriate and until all other
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reasonable bases of allocation have been considered and found less
appropriate than premiums.

In determining the applicability of premiums as a basis of allocation,
consideration shall be given to the applicability of direct and reinsurance
premiums, and written, earned and unearned premiums, as well as to
subdivisions thereof.

Dollar Volume of Losses

1)

2)

Dollar Volume of Losses shall be used as a basis of allocation only when
the activities resulting in expense are influenced by the dollar amounts of
losses, and only when all other reasonable bases of allocation have been
considered and found less appropriate than Dollar Volume of Losses.

In determining the applicability of Dollar Volume of Losses as a basis of
allocation, consideration shall be given to the applicability of direct and
reinsurance losses, and paid, incurred and outstanding losses as well as to
subdivisions thereof.

Other Special Studies

Salaries may be allocated on the basis of other special studies, provided
demonstrably more accurate results are thereby produced than through the use of
the bases heretofore discussed, but not otherwise.

Weightings

Weightings may be applied in using any bases of allocation but the justification
for such weightings shall be stated in the Detail of Allocation Bases (see Subpart
E, Section 903.630(g)). Weightings shall not be used as a means for giving effect
to a basis which is prohibited by these instructions.

Bases Shall Be Appropriate

1)

The bases of allocation used shall be appropriate and applicable to the
expenses to which such bases are applied. All bases shall be limited and
subdivided in such manner that the expenses to which the bases are
applied have a reasonable relationship to each component of the bases.
For example, an allocation basis which includes a particular line of
business shall not be applied to expenses incurred for activities which do
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not include that line.

2) Any basis of allocation which is found to be inappropriate shall be
discontinued.

General Work On Totals
Where an individual or a group of employees work on totals, the allocation of the
expenses involved may be based on the information entering into the totals.

Bases Shall Be Made In Current Period

All bases of allocation shall be compiled or calculated from the transactions or
procedures for the period applicable to the expenses to be allocated, unless the use
of any other period is justified by investigation made during the applicable period.
Such justification shall be set forth on the Detail of Allocation Bases (see Subpart
E, Section 903.630(Q)).

Section 903.630 Special Statements and Records Required

a)

b)

The following types of records shall be prepared by each company or fleet in
allocating salaries to companies, expense groups and primary lines of business:

1) Allocation of Salaries

2) Recapitulation of Salaries

3) Detail of Allocation Bases

The Allocation of Salaries and the Recapitulation of Salaries shall be prepared,
1) for the twelve months of the current calendar year, or

2) for twelve months ending not earlier than September 30th of the current
year, in which case the ratios established shall be applied to the total
salaries for the twelve months of the current calendar year. The method of
(2) shall not be followed if operations during the period used were
materially different from operations during the period to which the ratios
are to be applied. All amounts included in the operating expense
classification Salaries, for the period used in preparing the Allocation of
Salaries and the Recapitulation of Salaries shall be accounted for on such
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records.

Forms of the records are shown hereinafter. The forms may be of any convenient
size, and may be entered in ink, type, or by other mechanical means, provided the
entries are legible. If the organization or method of operation of any company is
such as to make desirable changes in the forms such as a rearrangement of the
columns, or a separation of the forms into two or more parts, such changes may
be made, provided the substituted forms do not, in any respect, show less
information than called for on the forms shown herein, and do not result in
confusing the presentation of salary allocation.

Such records shall be maintained in good order and shall at all times be readily
available for examination.

Allocation Of Salaries Form

1) The form, Allocation of Salaries, is shown on the preceding page. To aid
in the understanding of the form, specimen entries have been made
thereon and, as further aids to understanding, each column is explained in
the following paragraphs:

A) Column 1:

i) List each similarly employed unit within each departmental
or other division in the organization. By "similarly
employed” is meant employed in essentially the same or
similar activities in or for the same departmental or other
division.

i) The personnel shall be divided into as many units as
necessary to show each type of work done by each
departmental or other division in the organization.
Employees whose duties are not solely related to the work
performed by one unit, such as some in supervisory
positions, shall be listed separately by title or job
classification.

B) Column 2: Gross salaries applicable to each unit shown in Column
1.
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C) Columns 3, 4 and 5:
)] These columns are for use when the Salaries classification

is affected by allocations made to other companies.

i) A separate line is to be used for the allocation to each
company or group of companies. When intercompany
allocations are not made, or when quota share percentages
can be applied to fleet totals, Columns 3,4 and 5 need not
be used.

iii) Designating numbers shall be entered in Column 4 for the
methods used in intercompany allocations.

D) Column 6: Designating numbers shall be entered in this column
for the methods used in allocating salaries to expense groups.

E) Columns 7 to 10: The amounts assigned to each expense group
shall be in accordance with the method shown in Column 6. At the
side of each expense group column (except the column Investment
Expenses) is shown a narrow column captioned "Line
Distribution™, wherein shall be entered designating numbers for the
methods to be followed in distributing salaries to primary lines of
business.

Pool and Quota Share Reinsurance

When quota share reinsurance is in effect and when salaries may be
allocated in strict accordance with the quota share percentages, the
amounts shown in the Allocation of Salaries Form may be those subject to
quota share. Quota share percentages may, in such cases, be applied to the
totals either on the Allocation of Salaries or the Recapitulation of Salaries.

Branch and Field

Branch office salaries shall be shown separately in the Allocation of
Salaries and in the Recapitulation of Salaries. In combining branch
employees into similarly employed units, it shall be permissible to
consider as a unit all similarly employed personnel in all branch offices
having similar functions, and handling approximately the same relative
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4) Salary Reimbursements to Other Companies
Due to expense sharing with another company, outside of the company or
fleet, debits may appear in the salary accounts for reimbursements to
outside companies. Such payments are to be shown under separate
caption in the Allocation of Salaries. Where such payments amount to
less than 10% of gross salaries paid by the company to its own employees,
the amounts shown on the Allocation of Salaries may be distributed as an
overhead on all other salary distributions. If more than 10%, the
distribution shall be obtained from the other company.

5) Salaries Not Specifically Reimbursable
When the employees of a company devote time to the affairs of another
company, and the reimbursements therefor are handled in accordance with
the instructions, Expenses for Account of Another or Income from Special
Services (see Subpart b, Section 903.220(b) and (c)), the salaries for each
similarly employed unit applicable to work done for such other company
shall be shown separately on the Allocation of Salaries (in Columns 3 to
10 incl.).

Recapitulation of Salaries Form

1) When all distributions called for on the Allocation of Salaries Form have
been completed, the Recapitulation of Salaries shall be made.

2) For each company to which salaries have been allocated on the Allocation
of Salaries Form, the amounts shown in each expense group column shall
be combined by the line distribution codes shown in the "Line
Distribution™ columns. The totals thus obtained shall be entered on the
Recapitulation of Salaries Form and allocated to primary lines of business
in accordance with the line distribution codes.

3) The forms, Recapitulation of Salaries, are shown on the preceding page.

4) Although presented on one page, there are three separate forms, one for
Loss Adjustment Expenses, another for Acquisition, Field Supervision and
Collection Expenses, and another for General Expenses. For purposes of
illustration, the specimen entries, applicable to Company A, made on the
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Allocation of Salaries Form have been continued on the Recapitulation of
Salaries Form. Note that, for Company A, the figures in the expense
group columns on the Allocation of Salaries Form have been combined by
"Line Distribution” codes, entered on the Recapitulation of Salaries Form,
and then spread to primary lines of business based on the "Line
Distribution™ codes.

Detail of Allocation Bases Form

1)

2)

3)

4)

5)

The bases of allocation used on the Allocation of Salaries Form shall be
fully described on the Detail of Allocation Bases Form. There shall be a
separate sheet for each basis and the sheets shall be kept in consecutive
numerical order, available at all times for examination.

When the basis of allocation cannot be fully described on the form,
subsidiary worksheets, compilations and data shall be either attached to
the form or filed separately and readily available.

The Detail of Allocation Bases Form and all subsidiary worksheets,
compilations and data shall be clear and legible; shall show the sources,
detail and dates of all figures used; shall disclose the names of persons or
groups responsible for all compilations, data, calculations, studies,
estimates, judgment factors, weightings, etc., and the dates thereof; and, in
general shall include complete explanations of all figures used and
decisions made.

Note: The Detail of Allocation Bases Form need not be prepared each
year, but with appropriate changes in supporting worksheets, etc., may
remain current as long as the bases are in effect.

Four illustrations of the Detail of Allocation Bases Form are shown on the
pages which follow. The allocation bases No. 1, 101, 105 and 501 shown
on the Allocation of Salaries Form have been carried into the forms and
specimen explanations given.

(Editor's Note: The illustrations referred to were omitted from Rule 9.03
(now 50 Ill. Adm. Code 903) as filed July 11, 1958. The Department of
Insurance has advised that the specimen material intended by the rules

may be found in "Instructions for Uniform classifications of Expenses of
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Fire-Marine-Casualty-Surety Insurers Effective January 1, 1949 (NAIC

Proc. 1949 pp. 42-125)" together with official NAIC amendments thereto
and interpretations thereof.)
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Heading of the Part: Supplemental Reports for Property and Casualty Insurance
Companies

Code Citation: 50 Ill. Adm. Code 936

Section Numbers: Proposed Actions:
936.10 Repealed
936.20 Repealed
936.30 Repealed
936.40 Repealed
936.50 Repealed
936.60 Repealed
936.EXHIBIT A Repealed

Statutory Authority: Implementing and authorized by Section 144.2 of the Illinois
Insurance Code [215 ILCS 5/144.2] (see PA 90-381, effective August 14, 1997).

A Complete Description of the Subjects and Issues Involved: Part 936, effective 1998,
required Property & Casualty companies to complete and submit the specified form if
notified by the Department that supplemental reporting was required. This supplemental
information can now be obtained through companies’ annual statements or during the
Department’s routine review process. This Part is now unnecessary and should be
repealed in its entirety.

Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355:
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.
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12)  Time, Place and Manner in which interested persons may comment on this

proposed rulemaking: Persons who wish to comment on this proposed rulemaking may
submit written comments no later than 45 days after the publication of this Notice to:

Fred Moore or Susan Anders

Assistant General Counsel Rules Coordinator

Illinois Department of Insurance Illinois Department of Insurance
122 S. Michigan Ave, 19th FI 320 W. Washington St.

Chicago IL 60603 Springfield IL 62767
312/814-5398 217/558-0957

fax: 312/814-2862

13) Initial Requlatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit
corporations affected: None

B) Reporting, bookkeeping or other procedures required for compliance: None

C) Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: January 2018

The full text of the Proposed Repealer begins on the next page:
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TITLE 50: INSURANCE
CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER I: PROVISIONS APPLICABLE TO ALL COMPANIES
PART 936
SUPPLEMENTAL REPORTS FOR PROPERTY
AND CASUALTY INSURANCE COMPANIES (REPEALED)
Section
936.10 Purpose
936.20 Applicability
936.30 Definitions
936.40 Notification Procedures
936.50 Reporting Requirements for Notified Property and Casualty Companies Having
Direct Premium Income
936.60 Penalties
936.EXHIBIT A Property and Casualty Reporting Form

AUTHORITY: Implementing and authorized by Section 144.2 of the Illinois Insurance Code
[215 ILCS 5/144.2] (see P.A. 90-381, effective August 14, 1997).

SOURCE: Adopted at 22 Ill. Reg. 15319, effective August 6, 1998; repealed at 42 Ill. Reg.
, effective :

Section 936.10 Purpose

The purpose of this Part is to establish notification procedures and supplemental reporting
requirements for property and casualty insurance companies.

Section 936.20 Applicability

This Part shall apply to all companies authorized to transact the classes of business as set forth in
Class 2 or Class 3 of Section 4 of the Illinois Insurance Code [215 ILCS 5/4].

Section 936.30 Definitions

Annual Statement means that statement required by Section 136 of the Illinois
Insurance Code [215 ILCS 5/136] to be filed annually by the company with the
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Office of the Director.

Direct Premium Income means any written premium shown for a property and
casualty company on Schedule T, Line 98, Column 2 of the statutory Annual
Statement, as required by Section 136 of the Illinois Insurance Code [215 ILCS
5/136], or equivalent information in any revision of the Annual Statement.

Director means the Director of the Illinois Department of Insurance.

Notified Companies means those insurance companies which the Director has
notified pursuant to Section 936.40 of this Part.

Section 936.40 Notification Procedures

a) A company having direct premium income for property and casualty business
may be notified by the Director that supplemental reporting requirements must be
met if the company meets one or more of the following categories:

1) the company has been exempted by the Director pursuant to Section 136
of the Illinois Insurance Code [215 ILCS 5/136] from filing the actuarial
opinion for any reason as outlined in the appropriate National Association
of Insurance Commissioners Annual Statement Instructions;

2) the company has greater than 30 percent of direct premium income from
lines of business that have less than 10 years of experience reported in
Schedule P of the Annual Statement; or

3) the Director believes that the financial condition of the company warrants
additional monitoring.

b) The Director will notify, in writing, the companies that meet one or more of the
conditions listed in subsection (a) of this Section. The Director's written
notification shall include the reason the supplemental reporting is being required
from the notified company.

Section 936.50 Reporting Requirements for Notified Property and Casualty Companies
Having Direct Premium Income

a) The notified company shall file a completed Exhibit A of this Part with: Financial
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Corporate Regulatory Division, Casualty Actuarial Section, Illinois Department of
Insurance, 320 West Washington Street, Springfield, Illinois 62767-0001.

b) Notified companies are to file the supplemental report pursuant to subsection (a)
of this Section within 45 days after the end of each calendar quarter including the
last calendar quarter of the year.

C) The notified company shall continue to file a completed Exhibit A as specified in
subsection (a) of this Section unless otherwise notified by the Director.

Section 936.60 Penalties
Failure of a notified company to file the supplemental reports pursuant to Section 936.50 of this

Part shall subject the notified company to the provisions of Section 403A of the Illinois
Insurance Code [215 ILCS 5/403A].
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Section 936.EXHIBIT A Property and Casualty Reporting Form

Cumulative paid loss development history at successive quarterly evaluations for most
recent four (4) accident years (Include paid ALAE)

Development Quarter (in months)

M\‘(:'e—‘iim36912151821242730333639424548
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX

Cumulative paid + case loss development history (excluding bulk & IBNR) at successive quarterly
evaluations for most recent 4 accident yrs.
(This is referred to as ""reported")

(Including paid ALAE)

Accident
Year
XXX
XXX
XXX
XXX

Development Quarter (in months)

3 6 9 12 15 18 21 24 27 30 33 36 39 42 45 48
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX

XXX XXX XXX XXX XXX XXX XXX XXX

XXX XXX XXX XXX

Bulk and incurred but not reported reserves on losses and ALAE at successive quarterly
evaluations for most recent four (4) accident years
(Pure bulk and IBNR as well as future development on reported claims)

Accident
Year
XXX
XXX
XXX
XXX

Development Quarter (in months)

3 6 9 12 15 18 21 24 27 30 33 36 39 42 45 48
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX
XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX XXX

XXX XXX XXX XXX XXX XXX XXX XXX

XXX XXX XXX XXX

Earned premium by accident quarter
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Accident Quarter Earned Prem.

XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX

XXX XXX
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Heading of the Part: Mid-Term Cancellations

Code Citation: 50 Ill. Adm. Code 940

Section Numbers: Proposed Actions:
940.10 Amendment
940.20 Amendment
940.30 Amendment

Statutory Authority: Implementing Section 143.16a of the Illinois Insurance Code [215
ILCS 5/143.16a] and authorized by Section 401 of the Illinois Insurance Code [215 ILCS
5/401].

A Complete Description of the Subjects and Issues Involved: The proposed amendments
remove a requirement to file any amendments purporting to omit reinsurance coverage.
This requirement is redundant because those amendments would already be included in
the reinsurance contract that is required to be filed. The amendments also add a definition
for "Code" as "lllinois Insurance Code" to simplify language, and they include
grammatical and technical corrections and clarifications.

Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355:
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.

Time, Place and Manner in which interested persons may comment on this
proposed rulemaking: Persons who wish to comment on this proposed rulemaking may
submit written comments no later than 45 days after the publication of this Notice to:
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Robert Planthold or Susan Anders
Assistant General Counsel Rules Coordinator
Illinois Department of Insurance Illinois Department of Insurance
122 S. Michigan Ave, 19th FI 320 W. Washington St.
Chicago IL 60603 Springfield IL 62767
312/814-5445 217/558-0957

fax: 312/814-2862

13) Initial Requlatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: None

B) Reporting, bookkeeping or other procedures required for compliance: Reduction
in existing reporting requirements

C) Types of professional skills necessary for compliance: Clerical/Administrative

14)  Regulatory Agenda on which this rulemaking was summarized: July 2018

The full text of the Proposed Amendments begins on the next page:
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TITLE 50: INSURANCE
CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER I: PROVISIONS APPLICABLE TO ALL COMPANIES

PART 940
MID-TERM CANCELLATIONS

Purpose
Definitions
Certification

AUTHORITY:: Implementing Section 143.16a of the Illinois Insurance Code [215 ILCS
5/143.16a] and authorized by Section 401 of the Illinois Insurance Code [215 ILCS 5/401].

SOURCE: Emergency rules adopted at 10 Ill. Reg. 3680, effective January 30, 1986, for a
maximum of 150 days; adopted at 11 Ill. Reg. 3113, effective February 3, 1987; amended at 12
Ill. Reg. 19699, effective November 14, 1988; amended at 42 Ill. Reg. , effective

Section 940.10 Purpose

This Part is issued pursuant to Section 401 of the Hineis-tasurance-Code (H-Rew-Stat1985-¢h-
#3par—1013) in order to implement Section 143.16a(e) ofby the Hineis-tasurance-Code (Hi-

Rev-Stat-1985-¢h73,par—#55-16afe) by establishing standards and procedures for the filing

and acceptance of certifications of the loss of reinsurance by the Illinois Director of Insurance.

(Source: Amended at 42 1ll. Reg. , effective )

Section 940.20 Definitions

"Code" means the Illinois Insurance Code [215 ILCS 5]

a)"'Department” meansshat-mean the Illinois Department of Insurance.

by"Director" meansshat-mean the Illinois Director of Insurance.

(Source: Amended at 42 Ill. Reg. , effective )
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Section 940.30 Certification

a)

b)

d)

No notice of cancellation may be issued by any insurer under authority of Section
143.16a(e) of the Hiineis-tasurance-Code unless the insurer has filed the
certification and documents described by this section and received notification of
its acceptance from the Director.

Certification of the loss of reinsurance under Section 143.16a(e) of the Illinois
Insurance Code shall consist of a written statement signed by a principal officer
of the company identifying the specific lines of insurance affected by the loss of
reinsurance, giving an estimate of the number of Illinois policies to be cancelled,
describing the reason for the loss of reinsurance, describing all efforts to renew
and/or replace the reinsurance lost, and affirming that the insurer will cancel only
those policies which were covered by the lost reinsurance.

Every certification filed under this Part must be accompanied by the following
documents:

1) a copy of the reinsurance contract which had provided coverage for the
policies to be cancelled;

2) a copy of any notice of cancellation of reinsurance issued by the reinsurer
and effecting the policies to be cancelled; and

3)

34)  acopy of any new reinsurance contract replacing the lost reinsurance and
purporting to omit reinsurance coverage for the policies to be cancelled.

The Director shall give written notice of his acceptance of a certification within
30 days afteref its receipt by the Department, unless:

1) the filing does not comply with the requirements of this Part;

2) the filing is insufficient to demonstrate that the loss of reinsurance was
involuntary on the part of the insurer making the filing;

3) the certification appears to be untrue; or
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4) the reinsurance lost does not cover a substantial part of the underlying
risk. In determining whether or not the reinsurance covers a substantial
part of the underlying risk, the Director shall consider:

A) the risk of loss to the insurer in providing coverage to the
underlying risk without reinsurance, as compared to the sueh-risk
of loss to the insurer assuming the reinsurance of the underlying
risk continues;

B) whether or not the reinsurance terminated actually provided for a
transfer of risk from the insurer to the reinsurer; and

C) whether or not the termination of the reinsurance contract resulted
in, or will result in a decrease in the insurer's statutory capital and
surplus as described in Section 174.1 of the Code{H}-Rew-Stat:

e) Whenever the Director refuses to accept a certification he shall give written notice
stating the reason for such refusal within 30 days after ef-the receipt of the
certification by the Department.

f) The Director's written notice of refusal shall be issued under and governed by the
provisions of Sections 401.1 or 403A of the Hnois-tasurance-Code (H-Rev-Stat:

1987,ch13;pars—1013-L-er-1015A)and the insurer shall be entitled to all rights
of hearing provided for in the Code therein-and in accordance with 50 I11.

Adm.Hinois-Administrative Code 2402.

(Source: Amended at 42 1ll. Reg. , effective )
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Heading of the Part: Admitted Assets

Code Citation: 50 Ill. Adm. Code 945

Section Numbers: Proposed Actions:
945.10 Repealed
945.20 Repealed
945.30 Repealed
945.40 Repealed
945.50 Repealed

Statutory Authority: Implementing Section 136 and authorized by Section 401 of the
Illinois Insurance Code [215 ILCS 5/136 and 401] and implementing Section 2-7 of the
Health Maintenance Organization Act [215 ILCS 125/2-7] (see PA 91-549, effective
August 14, 1999).

A Complete Description of the Subjects and Issues Involved: This rule was a stop gap
measure for defining “admitted assets” in 2000 until the NAIC Accounting Practices and
Procedures were adopted in 2001. The rule is no longer needed and is being repealed.
Additionally, Section 2-7 of the Health Maintenance Organization Act [215 ILCS 125/2-
7] was repealed by PA 97-486, Section 30, effective January 1, 2012.

Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355:
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.
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12)  Time, Place and Manner in which interested persons may comment on this proposed

rulemaking: Persons who wish to comment on this proposed rulemaking may submit
written comments no later than 45 days after the publication of this Notice to:

Fred Moore or Susan Anders

Assistant General Counsel Rules Coordinator

[llinois Department of Insurance [llinois Department of Insurance
122 S. Michigan Ave, 19th FI 320 W. Washington St.

Chicago IL 60603 Springfield IL 62767
312/814-5398 217/558-0957

fax: 312/814-2862

13) Initial Reqgulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: None

B) Reporting, bookkeeping or other procedures required for compliance: None

C) Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: January 2018

The full text of the Proposed Repealer begins on the next page:
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TITLE 50: INSURANCE

CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER I: PROVISIONS APPLICABLE TO ALL COMPANIES

PART 945

ADMITTED ASSETS (REPEALED)
Section
945.10 Purpose
945.20 Applicability
945.30 Definitions
945.40 Definition of Admitted Assets for Insurance Companies
945.50 Definition of Admitted Assets for Health Maintenance Organization

AUTHORITY: Implementing Section 136 and authorized by Section 401 of the Illinois
Insurance Code [215 ILCS 5/136 and 401] and implementing Section 2-7 of the Health
Maintenance Organization Act [215 ILCS 125/2-7] (see P.A. 91-549, effective August 14, 1999).

SOURCE: Emergency rules adopted at 24 Ill. Reg. 2480, effective January 28, 2000, for a
maximum of 150 days; adopted at 24 Ill. Reg. 8254, effective May 30, 2000; repealed at 42 IlI.
Reg. , effective .

Section 945.10 Purpose

This Part sets forth clarification of the definition of "admitted assets"” as defined by Section 3.1
of the Illinois Insurance Code [215 ILCS 5/3.1] and Section 1-3 of the Health Maintenance
Organization Act [215 ILCS 125/1-3] (see P.A. 91-549, effective August 14, 1999).

Section 945.20 Applicability

This Part applies to any company as defined by Section 2 of the Illinois Insurance Code [215
ILCS 5/2] or any Health Maintenance Organization defined by Section 1-2 of the Health
Maintenance Organization Act [215 ILCS 125/2-1] or any person, company or organization
required to file an annual statement pursuant to Section 136 of the Illinois Insurance Code [215
ILCS 5/136] or Section 2-7 of the Health Maintenance Organization Act [215 ILCS 125/2-7] for
financial statements filed with the Department covering any period of time ending on, or before
December 31, 2000.

Section 945.30 Definitions
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Except as stated and unless a different meaning of a term is clear from its context, the definitions
of terms used in this Part shall be the same as those used in the Illinois Insurance Code or in any
Acts in Chapter 215 of the Illinois Compiled Statutes.

Act means the Health Maintenance Organization Act [215 ILCS 125].
Code means the Illinois Insurance Code [215 ILCS 5].
Section 945.40 Definition of Admitted Assets for Insurance Companies

Admitted assets includes the investments authorized or permitted by the Code, exclusive of
Section 136 of the Code [215 ILCS 5/136], the credit for reinsurance allowed by the Code, and
the following:

a) Petty cash and other cash funds in the company's principal or any official branch
office and under the control of the company.

b) Immediately withdrawable funds on deposit in demand accounts, in a bank or
trust company as defined in Section 126.2MMM(1) of the Code [215 ILCS
5/126.2MMM(1)] or like funds actually in the principal or any official branch
office at statement date, and in transit to such bank or trust company with
authentic deposit credit given prior to the close of business on the fifth bank
working day following the statement date.

C) The amount fairly estimated as recoverable on cash deposited in a closed bank or
trust company, if qualifying under the provisions of this Section prior to the
suspension of such bank or trust company.

d) Bills and accounts receivable collateralized by securities of the kind in which the
company is authorized to invest.

e) Bills receivable not past due covering uncollected premiums taken by a company
in the transaction of business described in Section 4, Class 3 of the Code [215
ILCS 5/4], in an amount not to exceed the unearned premium reserve liability
calculated on each respective policy.

f) For in force insurance coverages written by fire, casualty, and reciprocal
companies, excluding group accident and health business, premium deposits,
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gross premiums, and agents' balances (net of related commissions) not more than
90 days past due; installments booked but deferred and not yet due (net of related
commissions), provided that all amounts having become due from the insured are
not more than 90 days past due; and audit and retrospective premium to the extent
permitted to be admitted pursuant to the Annual Statement Instructions and the
Accounting Practices and Procedures Manual for Property and Casualty Insurers
published by the National Association of Insurance Commissioners, unless the
Director prescribes otherwise. However, audit and retrospective premiums that
represent anticipated additional premiums on policies for which the policy period
has not yet expired may not be admitted.

Net amount of uncollected premiums on group life and group accident and health
policies, not more than 90 days past due.

Due and uncollected accident and health premiums on in force individual policies,
on insurance written by companies pursuant to Section 4, Class 1 of the Code
[215 ILCS 5/4], less commissions due thereon to agents; not exceeding in the
aggregate the premium reserve liability computed on such business.

Premium notes, policy loans and liens, and the net amount of uncollected and
deferred premiums on individual life insurance policies, not in excess of the
liability for the legal reserves specified in Section 223 or Section 281 of the Code
[215 ILCS 5/223 or 281] on such individual life insurance policies.

Premium and assessment notes, certificate loans and liens, and the gross amount
less loading, of premiums or assessments actually collected by subordinate lodges
not yet turned over to the Supreme Lodge on individual life insurance certificates
not in excess of the liability for the legal reserves specified in Section 297.1 or
Section 305.1 of the Code [215 ILCS 5/297.1 or 305.1] on such individual life
insurance certificates.

Mortuary assessments due and unpaid on last call made within 60 days, on
insurance in force and for which notices have been issued, not in excess of the
liability for the unpaid claims which are to be paid by the proceeds.

Amounts fairly estimated as recoverable from advances made on contracts under
surety bonds.

Amounts receivable from insurance companies authorized to do business in this
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State and from associations or bureaus owned or controlled by 5 or more separate
and nonaffiliated, by ownership or management, insurance companies of which a
majority thereof are authorized to transact business in this State. The amount of
those receivables allowed as admitted assets may not exceed the lesser of 5% of
the company's total admitted assets or 10% of the company's surplus as regards
policyholders. Amounts receivable from insurance companies or associations or
bureaus not meeting the preceding standards of this Part if collateralized in the
manner prescribed by Section 173.1 of the Code [215 ILCS 5/173.1].

Tax refunds due from the United States or any state, the Government of Canada
or any province, or the Commonwealth of Puerto Rico or amounts due to a
subsidiary from a parent under a tax allocation agreement that conforms with
rules adopted by the Director.

The interest accrued on mortgage loans conforming to the Code, not exceeding an
aggregate amount on an individual loan of one year's total due and accrued
interest.

The rents accrued and owing to the company on real and personal property,
directly or beneficially owned, not exceeding on each individual property the
amount of one year's total due and accrued rent.

Interest or rents accrued on conditional sales agreements, security interests,
chattel mortgages and real or personal property under lease to other corporations,
all conforming to the Code, and not exceeding on any individual investment, the
amount of one year's total due and accrued interest or rent.

The fixed and required interest due and accrued on bonds and other like evidences
of indebtedness, conforming to the Code, and not in default.

Dividends receivable on shares of stock conforming to the Code; provided that the
market price taken for valuation purposes does not include the value of the
dividend.

The interest or dividends due and payable, but not credited, on deposits in banks
and trust companies or on accounts with savings and loan associations.

Interest accrued on secured loans conforming to the Code, not exceeding the
amount of one year's interest on any loan.
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V) Interest accrued on tax anticipation warrants.

W) The value of electronic computer or data processing machines or systems
purchased for use in connection with the business of the company, if such
machines or systems whenever purchased have an aggregate original cost to the
company of at least $75,000. The amortized value of such machines or systems at
the end of any calendar year shall not be greater than the original purchase price
less 10% for each completed year, or pro rata portion for any fraction thereof,
after such purchase, with the total admissible value at any statement date to be
limited to an amount not exceeding 2% of the company's admitted assets at such
statement date.

X) Amounts, other than premium, receivable from affiliates, not outstanding for
more than 3 months, and arising under management contracts or service
agreements which meet the requirements of Section 141.1 of the Code [215 ILCS
5/141.1] to the extent that the affiliate has liquid assets sufficient to pay the
balance. The amount of those receivables included in admitted assets may not
exceed the lesser of 5% of the company's admitted assets or 10% of the
company's surplus as regards policyholders. For purposes of this subsection (x),
"affiliate™ has the meaning given that term in Section 131.1 of the Code [215
ILCS 5/131.1].

y) Property and liability guaranty fund or guaranty association assessments paid in
any state, but only to the extent it is probable the company will be able to offset
those assessments against present or future premium taxes or income taxes
payable in the state in which the assessments were paid. The amount of those
assessments allowed as admitted assets may not exceed the lesser of 5% of the
company's total admitted assets or 10% of the company's surplus as regards
policyholders. The Director may disallow any such assessment as an admitted
asset to the extent he determines a company is unlikely to realize a present or
future premium tax or income tax offset as a result of the assessment.

Section 945.50 Definition of Admitted Assets for Health Maintenance Organization

Admitted Assets includes the investments authorized or permitted by Section 3-1 of the Act [215
ILCS 125/3-1], exclusive of Section 2-7 of the Act [215 ILCS 125/2-7], and the following:

a) Petty cash and other cash funds in the organization's principal or any official
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branch office and under the control of the organization.

Immediately withdrawable funds on deposit in demand accounts, in a bank or
trust company as defined in Section 3-1(g)(3) of the Act [215 ILCS 125/3-1(g)(3)]
or like funds actually in the principal or any official branch office at statement
date, and in transit to such bank or trust company with authentic deposit credit
given prior to the close of business on the fifth bank working day following the
statement date.

The amount fairly estimated as recoverable on cash deposited in a closed bank or
trust company, if qualifying under the provisions of this Section prior to the
suspension of such bank or trust company.

Bills and accounts receivable collateralized by securities of the kind in which the
organization is authorized to invest.

Premiums receivable from groups or individuals which are not more than 60 days
past due. Premiums receivable from the United States, any state thereof or any
political subdivision of either which is not more than 90 days past due.

Amounts due under insurance policies or reinsurance arrangements from
insurance companies authorized to do business in this State.

Tax refunds due from the United States, any state or any political subdivision
thereof.

The interest accrued on mortgage loans conforming to Section 3-1 of the Act, not
exceeding in aggregate amount on an individual loan of one year's total due and
accrued interest.

The rents accrued and owing to the organization on real and personal property,
directly or beneficially owned, not exceeding on each individual property the
amount of one year's total due and accrued rent.

Interest or rents accrued on conditional sales agreements, security interests,
chattel mortgages and real or personal property under lease to other corporations,
all conforming to Section 3-1 of the Act, and not exceeding on any individual
investment, the amount of one year's total due and accrued interest or rent.
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The fixed and required interest due and accrued on bonds and other like evidences
of indebtedness, conforming to Section 3-1 of the Act, and not in default.

Dividends receivable on shares of stock conforming to Section 3-1 of the Act;
provided that the market price taken for valuation purposes does not include the
value of the dividend.

The interest or dividends due and payable, but not credited, on deposits in banks
and trust companies or on accounts with savings and loan associations.

Interest accrued on secured loans conforming to the Act, not exceeding the
amount of one year's interest on any loan.

Interest accrued on tax anticipation warrants.

The amortized value of electronic computer or data processing machines or
systems purchased for use in connection with the business of the organization,
including software purchased and developed specifically for the organization's use
and purposes.

The cost of furniture, equipment and medical equipment, less accumulated
depreciation thereon, and medical and pharmaceutical supplies that are used in the
delivery of health care and under the control of the organization, provided such
assets do not exceed 30% of admitted assets.

Amounts due from affiliates pursuant to management contracts or service
agreements which meet the requirements of Section 141.1 of the Code [215 ILCS
5/141.1] to the extent that the affiliate has liquid assets with which to pay the
balance and maintain its accounts on a current basis; provided that the aggregate
amount due from affiliates may not exceed the lesser of 10% of the organization's
admitted assets or 25% of the organization's net worth as defined in Section 3-1 of
the Act. Any amount outstanding more than 3 months shall be deemed not
current. For purpose of this subsection (r), "affiliates™ are as defined in Section
131.1 of the Code [215 ILCS 5/131.1].

Intangible assets, including, but not limited to, organization goodwill and
purchased goodwill, to the extent reported in the most recent annual or quarterly
financial statement filed with the Director preceding July 20, 1987. However,
such assets shall be amortized, by the straight-line method, to a value of zero no
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later than December 31, 1990; provided, however, that no organization shall be
required pursuant to the foregoing provision to amortize such assets in an amount
greater than $300,000 in any one year, and in cases where amortization of such
assets by December 31, 1990 would otherwise require amortization of an annual
amount in excess of $300,000, the organization shall be required only to amortize
such assets at a rate of $300,000 per year until all such assets have been amortized
to a value of zero, unless the continuation of the current amortization schedule
would result in an earlier zero value, in which case the current amortization
schedule shall be applied.

Amounts due from patients or enrollees for health care services rendered which
are not more than 60 days past due.

Amounts advanced to providers under contract to the organization for services to
be rendered to enrollees pursuant to the contract. Amounts advanced must be for
a period of not more than 3 months and must be based on historical or estimated
utilization patterns with the provider and must be reconciled against actual
incurred claims at least semi-annually. Amounts due in the aggregate may not
exceed 50% of the organization's net worth as defined in Section 3-1 of the Act.
Amounts due from a single provider may not exceed the lesser of 5% of the
organization's admitted assets or 10% of the organization's net worth.

Cost reimbursement due from the Health Care Financing Administration for
furnishing covered medicare services to medicare enrollees which are not more
than twelve months past due.

Prepaid rent or lease payments no greater than 3 months in advance, on real
property used for the administration of the organization's business or for the
delivery of medical care.
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Heading of the Part: Minimum Standards for Individual and Group Medicare
Supplement Insurance

Code Citation: 50 Ill. Adm. Code 2008

Section Numbers: Proposed Actions:
2008.30 Amendment
2008.40 Amendment
2008.45 Amendment
2008.50 Amendment
2008.63 New Section
2008.64 Amendment
2008.67 Amendment
2008.80 Amendment
2008.81 Amendment
2008.APPENDIX W Amendment
2008.APPENDIX EE Amendment
2008.APPENDIX FF Amendment

Statutory Authority: Implementing Sections 363 and 363a and authorized by Section 401
of the Illinois Insurance Code [215 ILCS 5/363, 5/363a, and 5/401].

A Complete Description of the Subjects and Issues Involved: The proposed amendments
to Sections 2008.67(f)(7), 2008.APPENDIX W, 2008.APPENDIX EE, and
2008.APPENDIX FF, as well as the proposed new Section 2008.63, are designed to bring
[llinois in compliance with new federal mandates under the Medicare Access and CHIP
Reauthorization Act of 2015 ("MACRA"). MACRA prohibits the sale of Medicare
supplement policies that cover Part B deductibles to "newly eligible™ Medicare
beneficiaries, defined as those individuals who: (a) have attained age 65 on or after
January 1, 2020; or (b) first become eligible for Medicare due to age, disability, or end-
stage renal disease, on or after January 1, 2020. This prohibition applies in all states.
Issuers selling such policies to "newly eligible" Medicare beneficiaries on or after
January 1, 2020 are subject to fines, and/or imprisonment of not more than five years,
and/or civil monetary penalties of not more than $25,000 for each prohibited act. For
"newly eligible™ individuals, references in the law to Medicare supplement Plans C, F,
and F with High Deductible are deemed as references to Plans D, G, and G with High
Deductible.
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To facilitate states' compliance with MACRA, the National Association of Insurance
Commissioners ("NAIC") revised its Model Regulation to Implement the NAIC
Medicare Supplement Insurance Minimum Standards Model Act, MDL-651 (the "Model
Regulation™) as of 3rd Quarter 2016. The Centers for Medicare and Medicaid Services
("CMS") published a notice in the Federal Register [82 Fed. Reg. 41,684 (Sept. 1, 2017)]
that recognizes this version of the new Model Regulation as setting forth the standards
and requirements for Medicare supplement policies under Section 1882 of the Social
Security Act [42 U.S.C. 8 1395ss], subject to CMS' clarifications. Any state failing to
come into alignment with the CMS-designated revisions to the Model Regulation could
receive an accreditation censure from the NAIC and/or lose certification from the
Secretary of the U.S. Department of Health and Human Services to regulate Medicare
supplement insurance.

Other proposed changes to this Part: a company has proposed an attained-age premium
structure for Medicare supplement policies which includes a dip in premium rates for
several ages after age 65 (this has been referred to as a "ladle-shaped™ premium structure
by other regulators). Our proposed amendment to Section 2008.81 is necessary to clarify
to industry that this premium structure is not allowed as it would constitute open
enrollment discrimination as described in Section 2008.74.

The "ladle-shaped™ structure would destabilize the Medicare supplement market by
encouraging healthy 67 or 68 year olds with coverage from other companies to submit to
medical underwriting and switch coverage, leaving companies that do not adopt this
structure with unhealthy insureds at insufficient premium rates. These other companies
would then be forced to copy the "ladle-shaped™ rate structure, and rates for 65 year olds
could become unaffordable. The clear intent of the open enrollment discrimination rule is
to spread the additional costs of the open enrollment population over all policyholders.

Additionally, the "ladle-shaped" structure could be exploited by raising age 65 open
enrollment premiums to astronomical levels followed by dramatically lower premiums in
ages subsequent to 65 in order to prevent or otherwise discourage potential applicants
from enrolling during the open enrollment period.

Our proposed language is similar to Option 2 for Section 15G of the Medicare
Supplement Model Regulation 651, but the language we employed eliminates ambiguity
and includes definitive instructions.
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In the course of working on the above amendments, we also found a need for technical
corrections to this Part in Sections 2008.30, 2008.40, 2008.45, 2008.50, the introductory
paragraphs of Sections 2008.64 and 2008.67, and 2008.80.

Any published studies or reports, along with the sources of underlying data, that were
used when composing this rulemaking, in accordance with 1 Ill. Adm. Code 100.355:
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.

Time, Place and Manner in which interested persons may comment on this
proposed rulemaking: Persons who wish to comment on this proposed rulemaking may
submit written comments no later than 45 days after the publication of this Notice to:

Robert Planthold or Susan Anders

Assistant General Counsel Rules Coordinator

[llinois Department of Insurance [llinois Department of Insurance
122 S. Michigan Ave, 19th FI 320 W. Washington St.

Chicago IL 60603 Springfield IL 62767
312/814-5445 217/558-0957

fax: 312/814-2862

Initial Requlatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: None

B) Reporting, bookkeeping or other procedures required for compliance: None
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C) Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: January 2018

The full text of the Proposed Amendments begins on the next page:
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TITLE 50: INSURANCE
CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER z: ACCIDENT AND HEALTH INSURANCE

PART 2008
MINIMUM STANDARDS FOR INDIVIDUAL
AND GROUP MEDICARE SUPPLEMENT INSURANCE

SUBPART A: GENERAL PROVISIONS

Authority

Purpose

Applicability and Scope
Effective Date (Repealed)
Definitions

SUBPART B: COVERAGE, POLICY & BENEFIT PROVISIONS

Creditable Coverage

Policy Definitions and Terms

Policy Provisions

Benefit Conversion Requirements During Transition (Repealed)

Standard Medicare Supplement Benefit Plans for 2020 Standardized Medicare
Supplement Benefit Plan Policies or Certificates Issued for Delivery to
Individuals Newly Eligible for Medicare on or after January 1, 2020

Benefit Standards for 2010 Standardized Medicare Supplement Benefit Plan
Policies or Certificates Issued for Delivery with an Effective Date for Coverage
on or after June 1, 2010

Standard Medicare Supplement Benefit Plans for 2010 Standardized Medicare
Supplement Benefit Plan Policies or Certificates Issued for Delivery with an
Effective Date for Coverage on or after June 1, 2010

Minimum Benefit Standards for Pre-Standardized Medicare Supplement Benefit
Plan Policies or Certificates Issued for Delivery Prior to February 11, 1992
Benefit Standards for 1990 Standardized Medicare Supplement Benefit Plan
Policies or Certificates Issued for Delivery after February 11, 1992 and with an
Effective Date for Coverage Prior to June 1, 2010

Standard Medicare Supplement Benefit Plans for 1990 Standardized Medicare
Supplement Benefit Plan Policies or Certificates Issued for Delivery on or after
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2008.74
2008.75

2008.76
2008.80

2008.81
2008.82
2008.90
2008.91

2008.100

2008.101
2008.102

2008.103
2008.104

2008.107

2008.110
2008.120
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February 11, 1992 and with an Effective Date for Coverage Prior to June 1, 2010
Medicare Select Policies and Certificates

SUBPART C: ENROLLMENT & ELIGIBILITY

Open Enrollment
Guaranteed Issue for Eligible Persons

SUBPART D: CLAIMS, REFUNDS & CREDITS

Standards for Claims Payment
Loss Ratio Standards and Refund or Credit of Premium

SUBPART E: RATES, COMPENSATION AGREEMENTS,
DISCLOSURE, REPLACEMENT & MARKETING

Filing and Approval of Policies and Certificates and Premium Rates

Permitted Compensation Arrangements

Required Disclosure Provisions

Instructions for Use of the Disclosure Statements for Health Insurance Policies
Sold to Medicare Beneficiaries that Duplicate Medicare

Requirements for Application Forms and Replacement Coverage

Standards for Marketing

Appropriateness of Recommended Purchase and Excessive Insurance

SUBPART F: REPORTING & PROHIBITIONS

Reporting of Multiple Policies

Prohibition Against Preexisting Conditions, Waiting Periods, Elimination Periods
and Probationary Periods in Replacement Policies or Certificates

Prohibition Against Use of Genetic Information and Requests for Genetic Testing

SUBPART G: MISCELLANEOUS PROVISIONS

Severability
Effective Date (Repealed)

2008.APPENDIX A Policy Checklist
2008.APPENDIX B Outline of Medicare Supplement Coverage — Cover Page for Medicare
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Supplement Plans Sold Prior to June 1, 2010

Plan A (for plans issued prior to June 1, 2010)

Plan B (for plans issued prior to June 1, 2010)

Plan C (for plans issued prior to June 1, 2010)

Plan D (for plans issued prior to June 1, 2010)

Plan E (not available after May 31, 2010)

Plan F or High Deductible Plan F (for plans issued prior to June 1,
2010)

Plan G (for plans issued prior to June 1, 2010)

Plan H (not available after May 31, 2010)

Plan I (not available after May 31, 2010)

Plan J or High Deductible Plan J (not available after May 31, 2010)
Plan K (for plans issued prior to June 1, 2010)

Plan L (for plans issued prior to June 1, 2010)

Notice of Medicare Changes (Renumbered)

Medicare Supplement Policies Report (Renumbered)

Disclosure Statements (Renumbered)

Notice to Applicant Regarding Replacement of Medicare Supplement
Insurance or Medicare Advantage

Medicare Supplement Refund Calculation Format

Notice of Medicare Changes

Medicare Supplement Policies Report

Disclosure Statements

Outline of Medicare Supplement Coverage — Cover Page for Medicare
Supplement Plans Sold on or after June 1, 2010

Plan A (for plans issued on or after June 1, 2010)

Plan B (for plans issued on or after June 1, 2010)

Plan C (for plans issued on or after June 1, 2010)

Plan D (for plans issued on or after June 1, 2010)

Plan F or High Deductible Plan F (for plans issued on or after June 1,
2010)

Plan G or High Deductible Plan G (for plans issued on or after June 1,
2010)

Plan K (for plans issued on or after June 1, 2010)

Plan L (for plans issued on or after June 1, 2010)

Plan M (for plans issued on or after June 1, 2010)

Plan N (for plans issued on or after June 1, 2010)
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AUTHORITY:: Implementing Sections 363 and 363a and authorized by Section 401 of the
[llinois Insurance Code [215 ILCS 5/363, 363a and 401].

SOURCE: Adopted at 6 Ill. Reg. 7115, effective June 1, 1982 and January 1, 1983; codified at 7
lll. Reg. 3474; emergency amendment at 13 Ill. Reg. 586, effective January 1, 1989, for a
maximum of 150 days; amended at 13 Ill. Reg. 8520, effective May 23, 1989; amended at 14 IlI.
Reg. 19243, effective November 27, 1990; amended at 16 Ill. Reg. 2766, effective February 11,
1992; corrected at 16 Ill. Reg. 3590; amended at 16 Ill. Reg. 15452, effective September 29,
1992; emergency amendment at 16 Ill. Reg. 19226, effective December 1, 1992, for a maximum
of 150 days; emergency expired April 29, 1993; amended at 17 1ll. Reg. 11469, effective July 9,
1993; amended at 20 Ill. Reg. 6393, effective April 28, 1996; amended at 23 Ill. Reg. 3704,
effective March 10, 1999; amended at 23 Ill. Reg. 14700, effective January 1, 2000; amended at
24 111. Reg. 19151, effective January 1, 2001; amended at 25 Ill. Reg. 7886, effective June 18,
2001; amended at 26 Ill. Reg. 5130, effective March 25, 2002; transferred from the Department
of Insurance to the Department of Financial and Professional Regulation pursuant to Executive
Order 2004-6 on July 1, 2004; amended at 29 Ill. Reg. 14188, effective September 8, 2005;
amended at 33 Ill. Reg. 8904, effective June 10, 2009; recodified from the Department of
Financial and Professional Regulation to the Department of Insurance pursuant to Executive
Order 2009-04 at 39 Ill. Reg. 8346; amended at 42 11l. Reg. , effective

SUBPART A: GENERAL PROVISIONS
Section 2008.30 Applicability and Scope

a) Except as otherwise specifically provided in Sections 2008.70, 2008.75, 2008.76,
2008.80, 2008-81,-2008.90 and 2008.103 of this Part, this Part shall apply to:

1) All Medicare supplement policies delivered or issued for delivery in this
State on or after June 1, 1982, and

2) All certificates issued under group Medicare supplement policies, which
policies or contracts have been delivered or issued for delivery in this
State.
b) This Part shall not apply to:

1) "Accident Only™ or "Specified Disease™ types of policies (Section
363(1)(b) of the Illinois Insurance Code (the Code)), or
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2) Policies or health care benefit plans, including group conversion policies,
provided to Medicare eligible persons, which policies or plans are not
marketed or purported or held to be Medicare supplement policies or
benefit plans (Section 363(1)(b) of the Code), or

3) A policy or contract of one or more employers or labor organizations, or
of the trustees of a fund established by one or more employers or labor
organizations, or combination thereof, for employees or former
employees, or a combination thereof, or for members or former members,
or a combination thereof, of the labor organizations.

C) Under section 104(c) of the Medicare Improvements for Patients and Providers
Act of 2008 (MIPPA) (PL 110-275), policies that are advertised, marketed or
designed primarily to cover out-of-pocket costs under Medicare Advantage Plans
(established under Medicare Part C) must comply with the Medicare supplement
requirements of section 1882(0) of the Social Security Act (42 USC 1395ss(0)).

(Source: Amended at 42 1ll. Reg. , effective )

Section 2008.40 Definitions
For the purposes of this Part:

1990 Standardized Medicare supplement benefit plan”, "1990 Standardized
benefit plan” or 1990 plan™ means a group or individual policy of Medicare
supplement insurance issued on or after February 11, 1992 and with an effective
date for coverage prior to June 1, 2010 and includes Medicare supplement
insurance policies and certificates renewed on or after that date that are not
replaced by the issuer at the request of the insured.

"2010 Standardized Medicare supplement benefit plan”, "2010 Standardized
benefit plan™ or "2010 plan™ means a group or individual policy of Medicare
supplement insurance issued with an effective date for coverage on or after June
1, 2010.

Applicant means:

in the case of an individual Medicare supplement policy, the person who
seeks to contract for insurance benefits; and
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in the case of a group Medicare supplement policy, the proposed
certificateholder (Section 363(2)(a) of the Code).

Bankruptcy means when a Medicare Advantage organization that is not an issuer
has filed, or has had filed against it, a petition for declaration of bankruptcy and
has ceased doing business in this State.

Certificate means any certificate delivered or issued for delivery in this State
under a group Medicare supplement policy (Section 363(2)(b) of the Code).

Certificate Form means the form on which the certificate is delivered or issued for
delivery by the issuer.

Continuous Period of Creditable Coverage means the period during which an
individual was covered by creditable coverage, if during the period of coverage
the individual had no breaks in coverage greater than 63 days.

Code means the Illinois Insurance Code [215 ILCS 5].
Department means the Illinois Department of Insurance.

Director means the Director of the Illinois Department of Insurance.

Employee Welfare Benefit Plan means a plan, fund or program of employee
benefits as defined in 29 USC 1002 (Employee Retirement Income Security Act).

Insolvency means when an issuer, licensed to transact the business of insurance in
this State, has had a final order of liquidation entered against it with a finding of
insolvency by a court of competent jurisdiction in the issuer's state of domicile.

Issuer includes insurance companies, fraternal benefit societies, health care
service plans, and any other entity delivering or issuing for delivery in this State
Medicare supplement policies or certificates.

Medicare means the Health Insurance for the Aged and Disabled Act, Title XVI1II
of the Social Security Amendments of 1965, as then constituted or later amended
(42 USC 1801-1898).
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Medicare Advantage Plan means a plan of coverage for health benefits under
Medicare Part C as defined in Section 18591395w-28(b)(1) of the Social Security
Act (42 USC 1395w-28(b)(1)), and includes:

Coordinated care plans which provide health care services, including but
not limited to health maintenance organization plans (with or without a
point-of-service option), plans offered by provider-sponsored
organizations, and preferred provider organization plans;

Medicare medical savings account plans coupled with a contribution into a
Medicare Advantage medical savings account; and

Medicare Advantage private fee-for-service plans.

Medicare supplementSupplement policyPeliey means a group or individual policy
of (accident and sickness) insurance or a subscriber contract (of hospital and

medical service associations or health maintenance organizations) other than a
policy issued pursuant to a contract under Section 1876 of the federal Social
Security Act (42 USC 1395 et seq.) or an issued policy under a demonstration
project specified in 42 USC Section 1395ss(g)(1) which is advertised, marketed or
designed primarily as a supplement to reimbursements under Medicare for the
hospital, medical or surgical expenses of persons eligible for Medicare (Section
363(2)(c) of the Code)._"Medicare supplement policy" does not include Medicare
Advantage Plans established under Medicare Part C, Outpatient Prescription Drug
plans established under Medicare Part D, or any Health Care Prepayment Plan
that provides benefits pursuant to an agreement under section 1833(a)(1)(A) of
the Social Security Act (42 USC 1395I1(a)(1)(A)).

Policy Form means the form on which the policy is delivered or issued for
delivery by the issuer.

"Pre-Standardized Medicare supplement benefit plan”, "Pre-Standardized benefit
plan” or "Pre-Standardized plan™ means a group or individual policy of Medicare
supplement insurance issued prior to February 11, 1992.

Secretary means the Secretary of the United States Department of Health and
Human Services.
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(Source: Amended at 42 1ll. Reg. , effective )

SUBPART B: COVERAGE, POLICY & BENEFIT PROVISIONS
Section 2008.45 Creditable coverage
Creditable coverage means:

a) With respect to an individual, coverage of the individual provided under any of
the following:

1) A group health plan;
2) Health insurance coverage;
3) Part A or Part B of Title XVI1II of the Social Security Act (Medicare);

4) Title X1X of the Social Security Act (Medicaid), other than coverage
consisting solely of benefits under Section 1928;

5) Chapter 55 (CHAMPUS) (10 USC);

6) A medical care program of the Indian Health Service or of a tribal
organization;

7) A state health benefits risk pool,

8) A health plan offered under Chapter 89 (Federal Employees Health
Benefits Program) (5 USC);

9) A public health plan as defined in federal regulation; and

10) A health benefit plan under Section 5(e) of the Peace Corps Act (22 USC
2504(e3)).

b) Creditable coverage shall not include one or more, or any combination, of the
following:

1) Coverage only for accident and disability income insurance, or any
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combination thereof;
Coverage issued as a supplement to liability insurance;

Liability insurance, including general liability insurance and automobile
liability insurance;

Workers' compensation or similar insurance;

Automobile medical payment insurance;

Credit-only insurance;

Coverage for on-site medical clinics; and

Other similar insurance coverage, specified in federal regulations, under

which benefits for medical care are secondary or incidental to other
insurance benefits.

Creditable coverage shall not include the following benefits if they are provided
under a separate policy, certificate or contract of insurance or are otherwise not an
integral part of the plan:

1)

2)

3)

Limited scope dental or vision benefits;

Benefits for traditional long-term care or long-term care partnership
insurance, nursing home care, home health care, community-based care, or
any combination thereof; and

Such other similar, limited benefits as are specified in federal regulations.

Creditable coverage shall not include the following benefits if offered as
independent, noncoordinated benefits:

1)

2)

Coverage only for a specified disease or illness; and

Hospital indemnity or other fixed indemnity insurance.

Creditable coverage shall not include the following if it is offered as a separate
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policy, certificate or contract of insurance:
1) Medicare supplemental health insurance as defined under Section
1882(g)(1) of the Social Security Act;
2) Coverage supplemental to the coverage provided under Chapter 55 (10

USC); and

3) Similar supplemental coverage provided under a group health plan.

(Source: Amended at 42 1ll. Reg. , effective )

Section 2008.50 Policy Definitions and Terms

No policy or certificate may be advertised, solicited or issued for delivery in this State as a
Medicare supplement policy or certificate unless such policy or certificate contains definitions or
terms which conform to the requirements of this Section.

"Accident;", "Accidental Injury"” or "Accidental Means" shall be defined to
employ "result” language and shall not include words which establish an
accidental means test or use words such as "external, violent, visible wounds" or
similar words of description or characterization.

The definition shall not be more restrictive than the following: "Injury or
injuries for which benefits are provided means accidental bodily injury
sustained by the insured person which is the direct result of an accident,
independent of disease or bodily infirmity or any other cause, and occurs
while the insurance is in force."”

Such definition may provide that injuries shall not include injuries for
which benefits are provided or available under any workers'
compensation, employer's liability or similar law, or motor vehicle no
fault plan, unless prohibited by law.

"Benefit Period"” or "Medicare Benefit Period™ shall not be defined more
restrictively than as defined in the Medicare program.

"Convalescent Nursing Home;", "Extended Care Facility," or "Skilled Nursing
Facility" shall not be defined more restrictively than as defined in the Medicare
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program.

"Duplication of Insurance"” means a transaction wherein new accident and health
insurance is to be purchased and it is known to the producer or should be known
to the producer or the issuer, in the case of a direct response solicitation, that the
new insurance will provide some of the benefits or coverages which the proposed
insured already has under existing accident and health insurance.

"Health Care Expenses", for purposes of Section 2008.80, means expenses of a
nonprofit health, hospital or medical service corporation, prepaid health plan or
similar organization associated with the delivery of health care services in which
providers of the health care services are reimbursed for such services on an other
than fee for service basis which are analogous to incurred losses of insurers.

"Hospital™ may be defined in relation to its status, facilities and available services
or to reflect its accreditation by the Joint Commission on Accreditation of
Hospitals but not more restrictively than as defined in the Medicare program.

"Medicare" shall be defined in the policy and certificate as "The Health Insurance
for the Aged and Disabled Act, Title XVIII of the Social Security Amendments of
1965 as then constituted or later amended", or "Title I, Part | of Public Law 89-97,
as enacted by the Eighty-Ninth Congress of the United States of America and
popularly known as the Health Insurance for the Aged Act, as then constituted
and any later amendments or substitutes thereof", or words of similar import.

"Medicare Eligible Expenses" shall mean expenses of the kinds covered by
Medicare Parts A and B, to the extent recognized as reasonable and medically
necessary by Medicare.

"Over-Insurance™ means "duplication™ of insurance to such extent that the
combination of the existing insurance and the proposed insurance would
substantially exceed any loss reasonably expected to be incurred.

"Physician" shall not be defined more restrictively than as defined in the Medicare
program.

"Sickness™ shall not be defined more restrictively than the following: "Sickness
means illness or disease of an insured person which first manifests itself after the
effective date of insurance and while the insurance is in force." The definition
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may be further modified to exclude sicknesses or diseases for which benefits are
provided under any workers' compensation, occupational disease, employer's

liability or similar law.

(Source: Amended at 42 1ll. Reg. , effective )

Section 2008.63 Standard Medicare Supplement Benefit Plans for 2020 Standardized
Medicare Supplement Benefit Plan Policies or Certificates Issued for Delivery to
Individuals Newly Eligible for Medicare on or after January 1, 2020

The Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) requires the following
standards are applicable to all Medicare supplement policies or certificates delivered or issued
for delivery in this State to individuals newly eligible for Medicare on or after January 1, 2020.
No policy or certificate that provides coverage of the Medicare Part B deductible may be
advertised, solicited, delivered or issued for delivery in this State as a Medicare supplement
policy or certificate to individuals newly eligible for Medicare on or after January 1, 2020. All
policies must comply with the following benefit plan standards. Benefit plan standards
applicable to Medicare supplement policies and certificates issued to individuals eligible for
Medicare before January 1, 2020, remain subject to the requirements of Section 2008.70 for Pre-
Standardized Plans, Section 2008.71 for 1990 Plans, or Section 2008.64 for 2010 Plans.

a) Benefit Requirement. The standards and requirements of Section 2008.67 shall
apply to all Medicare supplement policies or certificates delivered or issued for
delivery to individuals newly eligible for Medicare on or after January 1, 2020,
with the following exceptions:

1) Standardized Medicare supplement benefit Plan C is redesignated as Plan
D and shall provide the benefits contained in Section 2008.67(f)(3) but
shall not provide coverage for 100% or any portion of the Medicare Part B
deductible.

2) Standardized Medicare supplement benefit Plan F is redesignated as Plan
G and shall provide the benefits contained in Section 2008.67(f)(5) but
shall not provide coverage for 100% or any portion of the Medicare Part B
deductible.

3) Standardized Medicare supplement benefit plans C, F, and F with High
Deductible may not be offered to individuals newly eligible for Medicare
on or after January 1, 2020.
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4) Standardized Medicare supplement benefit Plan F with High Deductible is
redesignated as Plan G with High Deductible and shall provide the
benefits contained in Section 2008.64(f)(6) but shall not provide coverage
for 100% or any portion of the Medicare Part B deductible; provided
further that the Medicare Part B deductible paid by the beneficiary shall be
considered an out-of-pocket expense in meeting the annual high
deductible.

5) The reference to Plans C or F contained in Section 2008.67(b) is deemed a
reference to Plans D or G, respectively, for purposes of this Section.

b) Applicability to Certain Individuals. This section applies to only individuals that
are newly eligible for Medicare on or after January 1, 2020:

1 By reason of attaining age 65 on or after January 1, 2020; or

2) By reason of entitlement to benefits under part A pursuant to section
226(b) or 226A of the Social Security Act, or who is deemed to be eligible
for benefits under section 226(a) of the Social Security Act on or after
January 1, 2020.

c) Guaranteed Issue for Eligible Persons. For purposes of Section 2008.75(e), in the
case of any individual newly eligible for Medicare on or after January 1, 2020,
any reference to a Medicare supplement policy C or F (including F with High
Deductible) shall be deemed to be a reference to Medicare supplement policy D
or G (including G with High Deductible), respectively, that meet the requirements
of this Section.

d) Offer of Redesignated Plans to Individuals Other Than Newly Eligible. On or
after January 1, 2020, the standardized benefit plans described in subsection (a)(4)
may be offered to any individual who was eligible for Medicare prior to January
1, 2020, in addition to the standardized plans described in Section 2008.67(f).

(Source: Added at 42 Ill. Reg. , effective )

Section 2008.64 Benefit Standards for 2010 Standardized Medicare Supplement Benefit
Plan Policies or Certificates Issued for Delivery with an Effective Date for Coverage on or
after June 1, 2010
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The following standards are applicable to all Medicare supplement policies or certificates
delivered or issued for delivery in this State with an effective date for coverage on or after June
1, 2010. No policy or certificate may be advertised, solicited, delivered, or issued for delivery in
this State as a Medicare supplement policy or certificate unless it complies with these benefit
standards. No issuer may offer any 1990 Standardized Medicare supplement benefit plan for
sale on or after June 1, 2010. Benefit standards applicable to Medicare supplement policies and
certificates issued with an effective date for coverage beforeen-erafter June 1, 2010 remain
subject to the requirements of Section 2008.70 for Pre-Standardized Plans or Section 2008.71 for
1990 Plans.

a) General Standards. The following standards apply to Medicare supplement
policies and certificates and are in addition to all other requirements of this Part.

1) A Medicare supplement policy or certificate shall not exclude or limit
benefits for losses incurred more than 6 months from the effective date of
coverage because it involved a preexisting condition. The policy or
certificate may not define a preexisting condition more restrictively than a
condition for which medical advice was given or treatment was
recommended by or received from a physician within 6 months before the
effective date of coverage.

2) A Medicare supplement policy or certificate shall not indemnify against
losses resulting from sickness on a different basis than losses resulting
from accidents.

3) A Medicare supplement policy or certificate shall provide that benefits
designed to cover cost sharing amounts under Medicare will be changed
automatically to coincide with any changes in the applicable Medicare
deductible, copayment, or coinsurance amounts. Premiums may be
modified to correspond with such changes.

4) No Medicare supplement policy or certificate shall provide for termination
of coverage of a spouse solely because of the occurrence of an event
specified for termination of coverage of the insured, other than the
nonpayment of premium.

5) Each Medicare supplement policy shall be guaranteed renewable.
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A) The issuer shall not cancel or nonrenew the policy solely on the
ground of health status of the individual.

B) The issuer shall not cancel or nonrenew the policy for any reason
other than nonpayment of premium or material misrepresentation.

C) If the Medicare supplement policy is terminated by the group
policyholder and is not replaced as provided under subsection
(@)(5)(E), the issuer shall offer certificateholders an individual
Medicare supplement policy which, at the option of the
certificateholder:

1) Provides for continuation of the benefits contained in the
group policy; or

i) Provides for benefits that otherwise meet the requirements
of this subsection.

D) If an individual is a certificateholder in a group Medicare
supplement policy and the individual terminates membership in the
group, the issuer shall

)} Offer the certificateholder the conversion opportunity
described in subsection (a)(5)(C); or

i) At the option of the group policyholder, offer the
certificateholder continuation of coverage under the group

policy.

E) If a group Medicare supplement policy is replaced by another
group Medicare supplement policy purchased by the same
policyholder, the issuer of the replacement policy shall offer
coverage to all persons covered under the old group policy on its
date of termination. Coverage under the new policy shall not result
in any exclusion for preexisting conditions that would have been
covered under the group policy being replaced.

6) Termination of a Medicare supplement policy or certificate shall be
without prejudice to any continuous loss which commenced while the
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policy was in force, but the extension of benefits beyond the period during
which the policy was in force may be conditioned upon the continuous
total disability of the insured, limited to the duration of the policy benefit
period, if any, or payment of the maximum benefits. Receipt of Medicare
Part D benefits will not be considered in determining a continuous loss.

A Medicare supplement policy or certificate shall provide that benefits and
premiums under the policy or certificate shall be suspended at the request
of the policyholder or certificateholder for the period in which the
policyholder or certificateholder has applied for, and is determined to be
entitled to medical assistance under Title X1X of the Social Security Act
(42 USC 1901-1941), but only if the policyholder or certificateholder
notifies the issuer of the policy or certificate within 90 days after the date
the individual becomes entitled to assistance. In no case shall the
suspension exceed 24 months.

A) If suspension occurs and if the policyholder or certificateholder
loses entitlement to medical assistance, the policy or certificate
shall be automatically reinstituted, effective as of the date of
termination of entitlement, if the policyholder or certificateholder
provides notice of loss of entitlement within 90 days after the date
of loss and pays the premium attributable to the period, effective as
of the date of termination of entitlement.

B) Each Medicare supplement policy shall provide that benefits and
premiums under the policy shall be suspended for any period that
may be provided by federal regulation at the request of the
policyholder if the policyholder is entitled to benefits under section
226(b) of the Social Security Act (42 USC 426(b)) and is covered
under a group health plan (as defined in section 1862(b)(1)(A)(v)
of the Social Security Act (42 USC 1395y(b)(1)(A)(Vv)). If
suspension occurs and if the policyholder or certificate holder loses
coverage under the group health plan, the policy shall be
automatically reinstituted, effective as of the date of loss of
coverage, if the policyholder provides notice of loss of coverage
within 90 days after the date of the loss and pays the premium
attributable to the period, effective as of the date of termination of
enrollment in the group health plan..
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C) Reinstitution of coverages as described in subsections (a)(7)(A)
and (B):

)] Shall not provide for any waiting period with respect to
treatment of preexisting conditions;

i) Shall provide for resumption of coverage that is
substantially equivalent to coverage in effect before the
date of suspension; and

iii)  Shall provide for classification of premiums on terms at
least as favorable to the policyholder or certificateholder as
the premium classification terms that would have applied to
the policyholder or certificateholder had the coverage not
been suspended.

Standards for Basic (Core) Benefits Common to Medicare Supplement Insurance
Benefit Plans A, B, C, D, F, F with High Deductible, G, M and N. Every issuer of
Medicare supplement insurance benefit plans shall make available a policy or
certificate including only the following basic "core" package of benefits to each
prospective insured. An issuer may make available to prospective insureds any of
the other Medicare Supplement Insurance Benefit Plans in addition to the basic
core package, but not in lieu of it.

1) Coverage of Part A Medicare eligible expenses for hospitalization to the
extent not covered by Medicare from the 61% day through the 90" day in
any Medicare benefit period,;

2) Coverage of Part A Medicare eligible expenses incurred for
hospitalization to the extent not covered by Medicare for each Medicare
lifetime inpatient reserve day used,

3) Upon exhaustion of the Medicare hospital inpatient coverage, including
the lifetime reserve days, coverage of 100% of the Medicare Part A
eligible expenses for hospitalization paid at the applicable prospective
payment system (PPS) rate, or other appropriate Medicare standard of
payment, subject to a lifetime maximum benefit of an additional 365 days.
The provider shall accept the issuer's payment as payment in full and may
not bill the insured for any balance;
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4) Coverage under Medicare Parts A and B for the reasonable cost of the first

3 pints of blood (or equivalent quantities of packed red blood cells, as
defined under federal regulations) unless replaced in accordance with
federal regulations;

5) Coverage for the coinsurance amount, or in the case of hospital outpatient
department services paid under a prospective payment system, the
copayment amount, of Medicare eligible expenses under Part B regardless
of hospital confinement, subject to the Medicare Part B deductible;

6) Hospice Care: Coverage of cost sharing for all Part A Medicare eligible
hospice care and respite care expenses.

Standards for Additional Benefits. The following additional benefits shall be
included in Medicare supplement benefit Plans B, C, D, F, F with High
Deductible, G, M, and N as provided by Section 2008.67 of this Part.

1) Medicare Part A Deductible: Coverage for 100% of the Medicare Part A
inpatient hospital deductible amount per benefit period.

2) Medicare Part A Deductible: Coverage for 50% of the Medicare Part A
inpatient hospital deductible amount per benefit period.

3) Skilled Nursing Facility Care: Coverage for the actual billed charges up to
the coinsurance amount from the 21% day through the 100" day in a
Medicare benefit period for post-hospital skilled nursing facility care
eligible under Medicare Part A.

4) Medicare Part B Deductible: Coverage for 100% of the Medicare Part B
deductible amount per calendar year regardless of hospital confinement.

5) One Hundred Percent of the Medicare Part B Excess Charges: Coverage
for all of the difference between the actual Medicare Part B charges as
billed, not to exceed any charge limitation established by the Medicare
program or state law, and the Medicare-approved Part B charge.

6) Medically Necessary Emergency Care in a Foreign Country: Coverage to
the extent not covered by Medicare for 80% of the billed charges for
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Medicare-eligible expenses for medically necessary emergency hospital,
physician and medical care received in a foreign country, which care
would have been covered by Medicare if provided in the United States and
which care began during the 60 consecutive days of each trip outside the
United States, subject to a calendar year deductible of $250, and a lifetime
maximum benefit of $50,000. For purposes of this benefit, "emergency
care" shall mean care needed immediately because of an injury or an
illness of sudden and unexpected onset.

(Source: Amended at 42 1ll. Reg. , effective )

Section 2008.67 Standard Medicare Supplement Benefit Plans for 2010 Standardized
Medicare Supplement Benefit Plan Policies or Certificates Issued for Delivery with an
Effective Date for Coverage on or after June 1, 2010

The following standards are applicable to all Medicare supplement policies or certificates
delivered or issued for delivery in this State with an effective date for coverage on or after June
1, 2010. No policy or certificate may be advertised, solicited, delivered or issued for delivery in
this State as a Medicare supplement policy or certificate unless it complies with these benefit
plan standards. Benefit plan standards applicable to Medicare supplement policies and
certificates issued with an effective date for coverage before June 1, 2010 remain subject to the
requirements of Section 2008.70 for Pre-Standardized Plans or Section 2008.71 for 1990 Plans.

a) An issuer shall make available to each prospective policyholder and
certificateholder a policy form or certificate form containing only the basic (core)
benefits, as defined in Section 2008.64(b) of this Part.

b) If an issuer makes available any of the additional benefits described in Section
2008.64(c), or offers standardized benefit Plans K or L as described in subsections
(F(8) and (9) of this Section, then the issuer shall make available to each
prospective policyholder and certificateholder, in addition to a policy form or
certificate form with only the basic (core) benefits as described in subsection (a),
a policy form or certificate form containing either standardized benefit Plan C as
described in subsection (f)(3) or standardized benefit Plan F as described in
subsection (f)(5).

C) No groups, packages or combinations of Medicare supplement benefits other than
those listed in this Section shall be offered for sale in this State, except as may be
permitted in subsection (g) and in Section 2008.73 of this Part.
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Benefit plans shall be uniform in structure, language, designation and format to
the standard benefit plans listed in this subsection and conform to the definitions
in Sections 2008.40 and 2008.50 of this Part. Each benefit shall be structured in
accordance with the format provided in Section 2008.64(b) and (c) of this Part; or,
in the case of plans K or L, in subsection (f)(8) or (f)(9) and list the benefits in the
order shown. For purposes of this Section, "structure, language, and format"
means style, arrangement and overall content of a benefit.

In addition to the benefit plan designations required in subsection (d) of this
Section, an issuer may use other designations to the extent permitted by law.

Make-up of 2010 Standardized Benefit Plans:

1) Standardized Medicare supplement benefit Plan A shall include only the
following: The basic (core) benefits as defined in Section 2008.64(b) of
this Part.

2) Standardized Medicare supplement benefit Plan B shall include only the
following: The basic (core) benefit as defined in Section 2008.64(b) of this
Part, plus 100% of the Medicare Part A deductible as defined in Section
2008.64(c)(1) of this Part.

3) Standardized Medicare supplement benefit Plan C shall include only the
following: The basic (core) benefit as defined in Section 2008.64(b) of this
Part, plus 100% of the Medicare Part A deductible, skilled nursing facility
care, 100% of the Medicare Part B deductible, and medically necessary
emergency care in a foreign country as defined in Section 2008.64(c)(1),
(3), (4), and (6) of this Part, respectively.

4) Standardized Medicare supplement benefit Plan D shall include only the
following: The basic (core) benefit (as defined in Section 2008.64(b) of
this Part), plus 100% of the Medicare Part A deductible, skilled nursing
facility care, and medically necessary emergency care in an foreign
country as defined in Section 2008.64(c)(1), (3), and (6) of this Part,
respectively.

5) Standardized Medicare supplement (regular) Plan F shall include only the
following: The basic (core) benefit as defined in Section 2008.64(b) of this
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Part, plus 100% of the Medicare Part A deductible, the skilled nursing

facility care, 100% of the Medicare Part B deductible, 100% of the

Medicare Part B excess charges, and medically necessary emergency care

in a foreign country as defined in Section 2008.64(c)(1), (3), (4), (5),

(6), respectively.

and

Standardized Medicare supplement Plan F With High Deductible shall

include only the following: 100% of covered expenses following the
payment of the annual deductible set forth in subsection (f)(6)(B).

A) The basic (core) benefit as defined in Section 2008.64(b) of this
Part, plus 100% of the Medicare Part A deductible, skilled nursing

facility care, 100% of the Medicare Part B deductible, 100%
Medicare Part B excess charges, and medically necessary
emergency care in a foreign country as defined in Section
2008.64(c)(1), (3), (4), (5), and (6) of this Part, respectively.

B) The annual deductible in Plan F With High Deductible shall
consist of out-of-pocket expenses, other than premiums, for
services covered by (regular) Plan F, and shall be in addition

of the

to

any other specific benefit deductibles. The basis for the deductible
shall be $1,500 and shall be adjusted annually from 1999 by the
Secretary of the U.S. Department of Health and Human Services to

reflect the change in the Consumer Price Index for all urban

consumers for the twelve-month period ending with August of the

preceding year, and rounded to the nearest multiple of $10.

Standardized Medicare supplement benefit Plan G shall include only the

following: The basic (core) benefit as defined in Section 2008.64(b)

of this

Part, plus 100% of the Medicare Part A deductible, skilled nursing facility

care, 100% of the Medicare Part B excess charges, and medically
necessary emergency care in a foreign country as defined in Section

2008.64(c)(1), (3), (5), and (6), respectively. Effective January 1, 2020,

the standardized benefit plans described in Section 2008.63(a)(4)
(Redesignated Plan G with High Deductible) may be offered to any
individual who was eligible for Medicare prior to January 1, 2020.
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Standardized Medicare supplement Plan K is mandated by the Medicare
Prescription Drug, Improvement and Modernization Act of 2003, and shall
include only the following:

A)  Part A Hospital Coinsurance 61 through 90™" days: Coverage of
100% of the Part A hospital coinsurance amount for each day used
from the 61% through the 90" day in any Medicare benefit period;

B) Part A Hospital Coinsurance, 91% through 150" days: Coverage of
100% of the Part A hospital coinsurance amount for each Medicare
lifetime inpatient reserve day used from the 91 through the 150"
day in any Medicare benefit period,;

C) Part A Hospitalization After 150 Days: Upon exhaustion of the
Medicare hospital inpatient coverage, including the lifetime
reserve days, coverage of 100% of the Medicare Part A eligible
expenses for hospitalization paid at the applicable prospective
payment system (PPS) rate, or other appropriate Medicare standard
of payment, subject to a lifetime maximum benefit of an additional
365 days. The provider shall accept the issuer's payment as
payment in full and may not bill the insured for any balance;

D) Medicare Part A Deductible: Coverage for 50% of the Medicare
Part A inpatient hospital deductible amount per benefit period until
the out-of-pocket limitation is met as described in subsection

H®):;

E) Skilled Nursing Facility Care: Coverage for 50% of the
coinsurance amount for each day used from the 21 day through
the 100" day in a Medicare benefit period for post-hospital skilled
nursing facility care eligible under Medicare Part A until the out-
of-pocket limitation is met as described in subsection (f)(8)(J);

F) Hospice Care: Coverage for 50% of cost sharing for all Part A
Medicare eligible expenses and respite care until the out-of-pocket
limitation is met as described in subsection (f)(8)(J);

G) Blood: Coverage for 50%, under Medicare Part A or B, of the
reasonable cost of the first 3 pints of blood (or equivalent
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quantities of packed red blood cells, as defined under federal
regulations) unless replaced in accordance with federal regulations
until the out-of-pocket limitation is met as described in subsection

HE)Q):;

Part B Cost Sharing: Except for coverage provided in subsection
(H(8)(I), coverage for 50% of the cost sharing otherwise applicable
under Medicare Part B after the policyholder pays the Part B
deductible until the out-of-pocket limitation is met as described in
subsection (f)(8)(J);

Part B Preventive Services: Coverage of 100% of the cost sharing
for Medicare Part B preventive services after the policyholder pays
the Part B deductible; and

Cost Sharing After Out-of-Pocket Limits: Coverage of 100% of all
cost sharing under Medicare Parts A and B for the balance of the
calendar year after the individual has reached the out-of-pocket
limitation on annual expenditures under Medicare Parts A and B of
$4000 in 2006, indexed each year by the appropriate inflation
adjustment specified by the Secretary of the U.S. Department of
Health and Human Services.

Standardized Medicare supplement Plan L is mandated by the Medicare
Prescription Drug, Improvement and Modernization Act of 2003, and shall
include only the following:

A)

B)

C)

The benefits described in subsections (f)(8)(A), (B), (C) and (I);

The benefit described in subsections (f)(8)(D), (E), (F), (G) and
(H), but substituting 75% for 50%; and

The benefit described in subsection (f)(8)(J), but substituting
$2000 for $4000.

Standardized Medicare supplement Plan M shall include only the
following: The basic (core) benefit as defined in Section 2008.64(b) of this
Part, plus 50% of the Medicare Part A deductible, skilled nursing facility
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care, and medically necessary emergency care in a foreign country as
defined in Section 2008.64(c)(2), (3) and (6) of this Part, respectively.

11) Standardized Medicare supplement Plan N shall include only the
following: The basic (core) benefit as defined in Section 2008.64(b) of this
Part, plus 100% of the Medicare Part A deductible, skilled nursing facility
care, and medically necessary emergency care in a foreign country as
defined in Section 2008.64(c)(1), (3) and (6) of this Part, respectively,
with copayments in the following amounts:

A) the lesser of $20 or the Medicare Part B coinsurance or copayment
for each covered health care provider office visit (including visits
to medical specialists); and

B) the lesser of $50 or the Medicare Part B coinsurance or copayment
for each covered emergency room visit; however, this copayment
shall be waived if the insured is admitted to any hospital and the
emergency visit is subsequently covered as a Medicare Part A
expense.

9) New or Innovative Benefits: An issuer may, with the prior approval of the
Director, offer policies or certificates with new or innovative benefits, in addition
to the standardized benefits provided in a policy or certificate that otherwise
complies with the applicable standards. The new or innovative benefits shall
include only benefits that are appropriate to Medicare supplement insurance, are
new or innovative, are not otherwise available, and are cost-effective. Approval
of new or innovative benefits must not adversely impact the goal of Medicare
supplement simplification. New or innovative benefits shall not include an
outpatient prescription drug benefit. New or innovative benefits shall not be used
to change or reduce benefits, including a change of any cost-sharing provision, in
any standardized plan.

(Source: Amended at 42 1ll. Reg. , effective )

SUBPART D: CLAIMS, REFUNDS & CREDITS
Section 2008.80 Loss Ratio Standards and Refund or Credit of Premium

a) Loss Ratio Standards.
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1) A Medicare supplement policy form or certificate form shall not be
delivered or issued for delivery unless the policy form or certificate form:
A) Can be expected, as estimated for the entire period for which rates
are computed to provide coverage, to return to policyholders and
certificateholders in the form of aggregate benefits (not including
anticipated refunds or credits) provided under the policy form or

certificate form:

) At least 75% of the aggregate amount of premiums earned
in the case of group policies; or

i) At least 65% of the aggregate amount of premiums earned
in the case of individual policies.

B) Is calculated on the basis of incurred claims experience or incurred
health care expenses, where coverage is provided by a health
maintenance organization on a service rather than reimbursement
basis, and on the basis of earned premiums for the period, in
accordance with accepted actuarial principles and practices.
Incurred health care expenses where coverage is provided by a
health maintenance organization shall not include:

)] Home office and overhead cost;

i) Advertising costs;

iii) Commissions and other acquisition costs;
iv) Taxes;

V) Capital costs;

vi) Administrative costs; and

vii)  Claims processing costs.

2) All filings of rates and rating schedules shall be made in compliance with
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50 Ill. Adm. Code 916 and shall demonstrate that expected claims in
relation to premiums comply with the requirements of this Section when
combined with actual experience to date. Filings of rate revisions shall
also demonstrate that the anticipated loss ratio over the entire future period
for which the revised rates are computed to provide coverage can be
expected to meet the appropriate loss ratio standards.

For purposes of applying subsection (a) ef-this-Sectien-and Section
2008.81(d)(2)2008:81(c}(2)-of this-Part, policies issued as a result of
solicitations of individuals through the mails or by mass media advertising
(including both print and broadcast advertising) shall be deemed to be
individual policies.

For policies issued prior to April 28, 1996, expected claims in relation to
premiums shall meet:

A) The originally filed anticipated loss ratio when combined with the
actual experience since inception;

B) The appropriate loss ratio requirement from subsections (a)(1)(A)
and (B) of this Section when combined with actual experience
beginning April 28, 1996 to date; and

C) The appropriate loss ratio requirement from subsections (a)(1)(A)
and (B) of this Section over the entire future period for which the
rates are computed to provide coverage.

b) Refund or Credit Calculation

1)

2)

An issuer shall collect and file with the Director by May 31 of each year
the data contained in Appendix S of this Part for each type in a standard
Medicare supplement benefit plan.

If, on the basis of the experience as reported, the benchmark ratio since
inception (ratio 1) exceeds the adjusted experience ratio since inception
(ratio 3), then a refund or credit calculation is required. The refund
calculation shall be done on a statewide basis for each type in a standard
Medicare supplement benefit plan. For purposes of the refund or credit
calculation, experience on policies issued within the reporting year shall
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be excluded.

3) For the purposes of this Section, on policies or certificates issued prior to
November 5, 1991, the issuer shall make the refund or credit calculation
separately for all individual policies (including all group policies subject
to an individual loss ratio standard when issued) combined and all other
group policies combined for experience after April 28, 1996. The first
such report shall be due by May 31, 1998.

4) A refund or credit shall be made only when the benchmark loss ratio
exceeds the adjusted experience loss ratio and the amount to be refunded
or credited exceeds a de minimis level. Such refund shall include interest
from the end of the calendar year to the date of the refund or credit at a
rate specified by the Secretary of Health and Human Services, but in no
event shall it be less than the average rate of interest for 13-week Treasury
notes. A refund or credit against premiums due shall be made by
September 30 following the experience year upon which the refund or
credit is based.

Annual Filing of Premium Rates

An issuer of Medicare supplement policies and certificates issued in this State
before or after the effective date of this Part shall file annually its rates, rating
schedule and supporting documentation including ratios of incurred losses to
earned premiums by policy duration for approval by the Director in accordance
with the filing requirements and procedures prescribed by the Director. The
supporting documentation shall also demonstrate, in accordance with actuarial
standards of practice using reasonable assumptions, that the appropriate loss ratio
standards can be expected to be met over the entire period for which rates are
computed. Such demonstration shall exclude active life reserves. An expected
third-year loss ratio which is greater than or equal to the applicable percentage
shall be demonstrated for policies or certificates in force less than 3 years.

As soon as practicable, but prior to the effective date of revisions in Medicare
benefits, every issuer of Medicare supplement policies or certificates in this State
shall file with the Department:

1) Appropriate premium adjustments necessary to produce loss ratios as
anticipated for the current premium for the applicable policies or
certificates. Such supporting documents as are necessary to justify the
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adjustment shall accompany the filing.

2) An issuer shall make such premium adjustments as are necessary to
produce an expected loss ratio under such policy or certificate as will
conform with minimum loss ratio standards for Medicare supplement
policies and which are expected to result in a loss ratio at least as great as
that originally anticipated in the rates used to produce current premiums
by the issuer for such Medicare supplement policies or certificates. No
premium adjustment which would modify the loss ratio experience under
the policy other than the adjustments described herein shall be made with
respect to a policy at any time other than upon its renewal date or
anniversary date.

3) If an issuer fails to make premium adjustments acceptable to the Director,
the Director may order premium adjustments, refunds or premium credits
deemed necessary to achieve the loss ratio required by this Section.

4) Any appropriate riders, endorsements or policy forms needed to
accomplish the Medicare supplement policy or certificate modifications
necessary to eliminate benefit duplications with Medicare. Such riders,
endorsements or policy forms shall provide a clear description of the
Medicare supplement benefits provided by the policy or certificate.

e) Public Hearings
The Director may conduct a public hearing to gather information concerning a
request by an issuer for an increase in a rate for a policy form or certificate form
issued before or after the effective date of this Part if the experience of the form
for the previous reporting period is not in compliance with the applicable loss
ratio standard. The determination of compliance is made without consideration of
any refund or credit for such reporting period.

(Source: Amended at 42 1ll. Reg. , effective )

SUBPART E: RATES, COMPENSATION AGREEMENT,
DISCLOSURE, REPLACEMENT & MARKETING

Section 2008.81 Filing and Approval of Policies and Certificates and Premium Rates

a) An issuer shall not deliver or issue for delivery a policy or certificate to a resident
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of this State unless the policy form or certificate form has been filed with and
approved by the Director pursuant to 50 Ill. Adm. Code 916.

An issuer shall file any riders or amendments to policy or certificate forms to
delete outpatient prescription drug benefits as required by the Medicare
Prescription Drug, Improvement, and Modernization Act of 2003 only with the
Director in the state in which the policy or certificate was issued.

An issuer shall not use or change premium rates for a Medicare supplement policy
or certificate unless the rates, rating schedule and supporting documentation have
been filed with and approved by the Director pursuant to 50 1ll. Adm. Code 916.

Except as provided in subsection (d)(1), an issuer shall not file for approval more
than one form of a policy or certificate of each type for each standard Medicare
supplement benefit plan.

1) An issuer may offer, with the approval of the Director, up to four
additional policy forms or certificate forms of the same type for the same
standard Medicare supplement benefit plan, one for each of the following
cases:

A) The inclusion of new or innovative benefits;

B) The addition of either direct response or producer marketing
methods;

C) The addition of either guaranteed issue or underwritten coverage;

D) The offering of coverage to individuals eligible for Medicare by
reason of disability.

2) For the purposes of this Section, a "type" means an individual policy, a
group policy, an individual Medicare Select policy, or a group Medicare
Select policy.

Except as provided in subsection (e)(1), an issuer shall continue to make available
for purchase any policy form or certificate form issued after the effective date of
this Part that has been approved by the Director. A policy form or certificate form
shall not be considered to be available for purchase unless the issuer has actively
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offered it for sale in the previous 12 months.

1)

2)

3)

4)

An issuer may discontinue the availability of a policy form or certificate
form if the issuer provides to the Director in writing its decision at least 30
days prior to discontinuing the availability of the form of the policy or
certificate. After receipt of the notice by the Director, the issuer shall no
longer offer for sale the policy form or certificate form in this State.

An issuer that discontinues the availability of a policy form or certificate
form pursuant to subsection (e)(1) shall not file for approval a new policy
form or certificate form of the same type for the same standard Medicare
supplement benefit plan as the discontinued form for a period of five years
after the issuer provides notice to the Director of the discontinuance. The
period of discontinuance may be reduced if the Director determines that a
shorter period is appropriate.

The sale or other transfer of Medicare supplement business to another
issuer shall be considered a discontinuance for the purposes of subsection

(€).

A change in the rating structure or methodology shall be considered a
discontinuance under subsections (e)(1) and (2) unless the issuer complies
with the following requirements:

A) The issuer provides an actuarial memorandum, in a form and
manner prescribed by the Director, describing the manner in which
the revised rating methodology and resultant rates differ from the
existing rating methodology and existing rates.

B) The issuer does not subsequently put into effect a change of rates
or rating factors that would cause the percentage differential
between the discontinued and subsequent rates as described in the
actuarial memorandum to change. The Director may approve a
change to the differential which is in the public interest.

Except as provided herein, the experience of all policy forms or certificate forms
of the same type in a standard Medicare supplement benefit plan shall be
combined for purposes of the refund or credit calculation prescribed in Section
2008.80 of this Part. Forms assumed under an assumption reinsurance agreement
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shall not be combined with the experience of other forms for purposes of the
refund or credit calculation.

For ages 65 and older, the ratio between rates for successive ages shall be greater

than or equal to 1.

, effective

)

Section 2008.APPENDIX W Outline of Medicare Supplement Coverage — Cover Page for
Medicare Supplement Plans Sold on or after June 1, 2010

Benefit Chart of Medicare Supplement Plans Sold

for Effective Dates on or After June 1, 2010

This chart shows the benefits included in each of the standard Medicare supplement plans.
Every company must make Plan "A" available. Some plans may not be available in your state.

Basic Benefits:

. Hospitalization — Part A coinsurance plus coverage for 365 additional days after
Medicare benefits end.

. Medical Expenses — Part B coinsurance (generally 20% of Medicare-approved expenses)
or copayments for hospital outpatient services. Plans K, L and N require insureds to pay
a portion of Part B coinsurance or copayments.

. Blood — First three pints of blood each year.
. Hospice — Part A coinsurance.
A B C D F | F* G K L M N

. . . . . . Hospitalization [Hospitalization Basic,
Basic, Basic, Basic, Basic, Basic, Basic, and preventive [and preventive [Basic, including
including [including |including |including [including  [including care paid at  |care paid at including 100% Part B
égao/é égao/é ég?to/é égao/é éggwé éggo/é 100%; other  |100%; other  [L00% Part B coinsurance,
coinsurancelcoinsurancecoinsurance [coinsurance jcoinsurance*|coinsurance g:is&catt)%%%zts gzisécatt)%%zts coinsurance g);((:)ept up to
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copayment
for office
visit, and up
to $50
copayment
for ER
Skilled Skilled Skilled Skilled 50% Skilled  |75% Skilled  [Skilled Skilled
Nursing Nursing Nursing Nursing Nursing Nursing Nursing Nursing
Facility Facility Facility Facility Facility Facility Facility Facility
ICoinsurance [Coinsurance|Coinsurance [Coinsurance | |Coinsurance [Coinsurance |Coinsurance Coinsurance
Part A Part A Part A Part A Part A 50% Part A 75% Part A 50% Part A Part A
Deductible [Deductible [Deductible |Deductible [Deductible Deductible Deductible Deductible Deductible
Part B Part B
Deductible Deductible
Part B Part B
Excess Excess
(100%) (100%)
Foreign Foreign Foreign Foreign Foreign Foreign
Travel Travel Travel Travel Travel Travel
Emergency [Emergency [Emergency |Emergency Emergency Emergency
Out-of-pocket |Out-of-pocket
limit $[4140]; |limit $[2070];
paid at 100% |paid at 100%
after limit after limit
reached reached

* Plan F also has an option called a high deductible Plan F. This high deductible plan pays the
same benefits as Plan F after one has paid a calendar year [$1860] deductible. Benefits from
high deductible Plan F will not begin until out-of-pocket expenses exceed [$1860]. Out-of-
pocket expenses for this deductible are expenses that would ordinarily be paid by the policy.
These expenses include the Medicare deductibles for Part A and Part B, but do not include the
plan’s separate foreign travel emergency deductible.

PREMIUM INFORMATION [Boldface Type]
We [insert issuer's name] can only raise your premium if we raise the premium for all policies
like yours in this State. [If the premium is based on the increasing age of the insured, include
information specifying when premiums will change.]

DISCLOSURES [Boldface Type]

Use this outline to compare benefits and premiums among policies.
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This outline shows benefits and premiums of policies sold for effective dates on or after June 1,
2010. Policies sold for effective dates prior to June 1, 2010 have different benefits and
premiums. Plans E, H, I, and J will no longer be available for sale after May 31, 2010.

READ YOUR POLICY VERY CAREFULLY [Boldface Type]
This is only an outline describing your policy's most important features. The policy is your
insurance contract. You must read the policy itself to understand all of the rights and duties of
both you and your insurance company.

RIGHT TO RETURN POLICY [Boldface Type]

If you find that you are not satisfied with your policy, you may return it to [insert issuer's
address]. If you send the policy back to us within 30 days after you receive it, we will treat the
policy as if it had never been issued and return all of your payments.

POLICY REPLACEMENT [Boldface Type]

If you are replacing another health insurance policy, do NOT cancel it until you have actually
received your new policy and are sure you want to keep it.

NOTICE [Boldface Type]
This policy may not fully cover all of your medical costs.

[for producers:]
Neither [insert company's name] nor its agents are connected with Medicare.

[for direct response:]
[insert company's name] is not connected with Medicare.

This outline of coverage does not give all the details of Medicare coverage. Contact your local
Social Security Office or consult Medicare and You for more details.

COMPLETE ANSWERS ARE VERY IMPORTANT [Boldface Type]

When you fill out the application for the new policy, be sure to answer truthfully and completely
all questions about your medical and health history. The company may cancel your policy and
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refuse to pay any claims if you leave out or falsify important medical information. [If the policy
or certificate is guaranteed issue, this paragraph need not appear.]

Review the application carefully before you sign it. Be certain that all information has been
properly recorded.

[Include for each plan prominently identified in the cover page, a chart showing the services,
Medicare payments, plan payments and insured payments for each plan, using the same
language, in the same order, using uniform layout and format as shown in Appendices AA
through JJ of this Part. No more than four plans may be shown on one chart. For purposes of
illustration, charts for each plan are included in this Part. An issuer may use additional benefit
plan designations on these charts pursuant to Section 2008.67(e) of this Part.]

[Include an explanation of any innovative benefits on the cover page and in the chart, in a
manner approved by the Director.]

Benefit Chart of Medicare Supplement Plans Sold to
Individuals Newly Eligible on or After January 1, 2020

This chart shows the benefits included in each of the standard Medicare supplement plans. Some
plans may not be available. Only applicants first eligible for Medicare before 2020 may
purchase Plans C, F, and high deductible F.

Note: A v' means 100% of the benefit is paid.

Medicare
Benefits Plans Available to All Applicants first eligible
- before
A|B|D]|G! K L M N c F!
Medicare Part A
coinsurance and
hospital coverage
(up to an additional viv|iv |V v v v v v v
365 days after
Medicare benefits
are used up)
Medicare Part B v
coinsurance or vViiviv |V 50% 75% v | copays v v
copayment apply®
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Blood (first three
pints)

AN
AN

V| v 50% 75%

AN
AN
AN
AN

Part A hospice care
coinsurance or
copayment

(AN
AN
AN
(AN

50% 75%

AN
(AN
AN
AN

Skilled nursing
facility coinsurance

AN
(AN

50% 75%

AN
(AN
AN
AN

Medicare Part A
deductible

AN
AN
AN

50% 75% 50%

(AN
AN
AN

Medicare Part B
deductible

AN
AN

Medicare Part B
excess charges

AN
AN

Foreign travel
emergency (up to

plan limits)

AN
AN
AN
(AN
AN
AN

Out-of-pocket limit
in [2017]2

[$5120]? | [$2560]?

! Plans F and G also have a high deductible option which require first paying a plan deductible of
[$2200] before the plan begins to pay. Once the plan deductible is met, the plan pays 100% of
covered services for the rest of the calendar year. High deductible plan G does not cover the
Medicare Part B deductible. However, high deductible plans F and G count your payment of the
Medicare Part B deductible toward meeting the plan deductible.

2 Plans K and L pay 100% of covered services for the rest of the calendar year once you meet the
out-of-pocket yearly limit.

3 Plan N pays 100% of the Part B coinsurance, except for a co-payment of up to $20 for some
office visits and up to a $50 co-payment for emergency room visits that do not result in an
inpatient admission.

(Source: Amended at 42 1ll. Reg. , effective )
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Section 2008.APPENDIX EE Plan F or High Deductible Plan F (for plans issued on or
after June 1, 2010)

MEDICARE (PART A) — Hospital Services — Per Benefit Period

Companies must add the current fixed dollar amount authorized by Medicare where the brackets
appear below. The dollar amount is updated periodically by Medicare and companies must
reflect these changes to their outlines of coverage in a timely manner.

*

A benefit period begins on the first day you receive service as an inpatient in a hospital and
ends after you have been out of the hospital and have not received skilled care in any other
facility for 60 days in a row.

[** This high deductible plan pays the same benefits as Plan F after you haveene-has paid a
calendar year [$ | deductible. Benefits from high deductible Plan F will not begin
until out-of-pocket expenses are [$ |. Out-of-pocket expenses for this deductible are
expenses that would ordinarily be paid by the policy. This includes the Medicare
deductibles for Part A and Part B, but does not include the plan's separate foreign travel

emergency deductible.]

[AFTER YOU PAY

[IN ADDITION TO

[5__1 __]
SERVICES MEDICARE PAYS DEDUCTIBLE**] DEDUCTIBLE**]
PLAN PAYS YOU PAY
HOSPITALIZATION*
Semiprivate room and board,
general nursing and
miscellaneous services and
supplies
First 60 days All but [$ ] [$ | (Part A $0
Deductible)
61%t thru 90" day All but [$ Jaday | [$ | a day $0
91% day and after:
— While using 60 lifetime All but [$ Jaday | [$ | a day $0
reserve days
— Once lifetime reserve days
are used:
— Additional 365 days $0 100% of Medicare $O***

Eligible Expenses
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— Beyond the Additional $0 $0 All costs
365 days

SKILLED NURSING
FACILITY CARE*

You must meet Medicare's
requirements, including having
been in a hospital for at least 3
days and entered a Medicare-
approved facility within 30 days
after leaving the hospital

First 20 days All approved amounts $0 $0
215t thru 100" day All but [$ |aday | Upto[$ | a $0
day

101t day and after $0 $0 All costs
BLOOD
First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE
You must meet Medicare's All but very limited Medicare $0
requirements, including a doctor's | copayment/coinsurance for | copayment/coinsurance
certification of terminal illness out-patient drugs and in-

patient respite care

*** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in
the place of Medicare and will pay whatever amount Medicare would have paid for up to an
additional 365 days as provided in the policy's "Core Benefits." During this time the hospital
is prohibited from billing you for the balance based on any difference between its billed
charges and the amount Medicare would have paid.

(Plan F or High Deductible Plan F Continued)
MEDICARE (PART B) — Medical Services — Per Calendar Year
*  Once you have been billed $[183166] of Medicare-Approved amounts for covered services

(which are noted with an asterisk), your Part B Deductible will have been met for the
calendar year.
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[** This high deductible plan pays the same benefits as Plan F after you haveene-has paid a
calendar year [$____ ] deductible. Benefits from the high deductible Plan F will not begin
until out-of-pocket expenses are [$___]. Out-of-pocket expenses for this deductible are
expenses that would ordinarily be paid by the policy. This includes the Medicare deductibles
for Part A and Part B, but does not include the plan's separate foreign travel emergency
deductible.]

[AFTER YOU PAY | [INADDITIONTO
51 [5__1
DEDUCTIBLE**] DEDUCTIBLE**]
PLAN PAYS YOU PAY

SERVICES MEDICARE PAYS

MEDICAL EXPENSES - IN OR
OUT OF THE HOSPITAL AND
OUTPATIENT HOSPITAL
TREATMENT, such as physician's
services, inpatient and outpatient
medical and surgical services and
supplies, physical and speech
therapy, diagnostic tests, durable
medical equipment.

First $[183100] of Medicare $0 $[183100] (Part B $0
Approved Amounts* Deductible)

Remainder of Medicare generally 80% generally 20% $0
Approved Amounts

Part B Excess Charges
(Above Medicare Approved $0 100% $0
Amounts)

BLOOD
First 3 pints $0 All costs $0

Next $[183100] of Medicare $0 $[183100] (Part B $0
Approved Amounts* Deductible)

Remainder of Medicare Approved 80% 20% $0
Amounts

CLINICAL LABORATORY
SERVICES

TESTS FOR DIAGNOSTIC 100% $0 $0
SERVICES
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SERVICES

MEDICARE PAYS

[AFTER YOU PAY
5__1
DEDUCTIBLE**]
PLAN PAYS

[IN ADDITION TO
(5__]
DEDUCTIBLE**]
YOU PAY

HOME HEALTH CARE

MEDICARE APPROVED
SERVICES

— Medically necessary skilled
care services and medical
supplies

— Durable medical equipment

First $[183100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

100%

$0

80%

$0

$[183100] (Part B
Deductible)

20%

$0

$0

$0

OTHER BENEFITS - Not Covered By Medicare

[AFTER YOU PAY THE [IN ADDITION TO
SERVICES MEDICARE [$ ] THE [$ ]
PAYS DEDUCTIBLE**] PLAN DEDUCTIBLE**]
PAYS YOU PAY
FOREIGN TRAVEL - NOT
COVERED BY MEDICARE
Medically necessary emergency
care services beginning during the
first 60 days of each trip outside the
USA
First $250 each calendar year $0 $0 $250
Remainder of Charges $0 80% to a lifetime 20% and amounts over
maximum benefit of the $50,000 lifetime
$50,000 maximum
(Source: Amended at 42 Ill. Reg. , effective
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Section 2008.APPENDIX FF Plan G or High Deductible Plan G (for plans issued on or

after June 1, 2010)

MEDICARE (PART A) — Hospital Services — Per Benefit Period

Companies must add the current fixed dollar amount authorized by Medicare where the brackets
appear below. The dollar amount is updated periodically by Medicare and companies must
reflect these changes to their outlines of coverage in a timely manner.

*

A benefit period begins on the first day you receive service as an inpatient in a hospital and

ends after you have been out of the hospital and have not received skilled care in any other

facility for 60 days in a row.

[** This high deductible plan pays the same benefits as Plan G after you have paid a calendar

year [$ ] deductible. Benefits from the high deductible Plan G will not begin until out-

of-pocket expenses are [$

1. Out-of-pocket expenses for this deductible include

expenses for the Medicare Part B deductible and expenses that would ordinarily be paid by

the policy. This does not include the plan's separate foreign travel emergency deductible.]

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOSPITALIZATION*
Semiprivate room and board, general
nursing and miscellaneous services and
supplies
First 60 days All but [$ | [$ | (Part A $0
Deductible)
61 thru 90" day Allbut[$__ TJa [$_ Jaday $0
day
91 day and after:
— While using 60 lifetime reserve | All but [$ ] a [$ | a day $0
days day
— Once lifetime reserve days are
used:
— Additional 365 days $0 100% of Medicare $0**
Eligible Expenses
— Beyond the Additional 365 $0 $0 All costs
days
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SKILLED NURSING FACILITY
CARE*
You must meet Medicare's
requirements, including having been in a
hospital for at least 3 days and entered a
Medicare-approved facility within 30
days after leaving the hospital

First 20 days All approved amounts $0 $0

215t thru 100" day All but [$ E! Upto[$ | $0

day a day

101% day and after $0 $0 All costs
BLOOD
First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE
You must meet Medicare's All but very limited Medicare $0
requirements, including a doctor's copayment/coinsurance | copayment/coinsurance
certification of terminal illness for out-patient drugs and

inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in
the place of Medicare and will pay whatever amount Medicare would have paid for up to an
additional 365 days as provided in the policy's "Core Benefits." During this time the hospital
is prohibited from billing you for the balance based on any difference between its billed
charges and the amount Medicare would have paid.

(Plan G or High Deductible Plan G Continued)

MEDICARE (PART B) — Medical Services — Per Calendar Year

* Once you have been billed $[183106] of Medicare-Approved amounts for covered services
(which are noted with an asterisk), your Part B Deductible will have been met for the
calendar year.

[** This high deductible plan pays the same benefits as Plan G after you have paid a calendar
year [$ ] deductible. Benefits from the high deductible Plan G will not begin until out-
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of-pocket expenses are [$

18

1. Out-of-pocket expenses for this deductible include

expenses for the Medicare Part B deductible and expenses that would ordinarily be paid by

the policy. This does not include the plan's separate foreign travel emergency deductible.]

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

MEDICAL EXPENSES — IN OR OUT
OF THE HOSPITAL AND
OUTPATIENT HOSPITAL
TREATMENT, such as physician's
services, inpatient and outpatient medical
and surgical services and supplies,
physical and speech therapy, diagnostic
tests, durable medical equipment.

First $[183100] of Medicare Approved | $0 $0 $[183100] (Part B
Amounts* Deductible)
Remainder of Medicare Approved generally 80% generally 20% $0
Amounts
Part B Excess Charges 0
(Above Medicare Approved Amounts) %0 100% %0
BLOOD
First 3 pints $0 All costs $0
Next $[183100] of Medicare Approved $0 $0 $[183100] (Part B
Amounts* Deductible)
Remainder of Medicare Approved 80% 20% $0
Amounts
CLINICAL LABORATORY
SERVICES
TESTS FOR DIAGNOSTIC SERVICES |100% $0 $0
PARTSA&B
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOME HEALTH CARE
MEDICARE APPROVED SERVICES
— Medically necessary skilled care 100% $0 $0
services and medical supplies
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— Durable medical equipment

First $[183100] of Medicare $0 $0 $[183100] (Part B
Approved Amounts™ Deductible)
Remainder of Medicare Approved | 80% 20% $0
Amounts
OTHER BENEFITS — NOT COVERED BY MEDICARE
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
FOREIGN TRAVEL - NOT
COVERED
BY MEDICARE
Medically necessary emergency
care services beginning during the
first 60 days of each trip outside the
USA
First $250 each calendar year $0 $0 $250
Remainder of Charges $0 80% to a lifetime 20% and amounts

maximum benefit of
$50,000

over the $50,000
lifetime maximum

(Source: Amended at 42 1ll. Reg.

, effective
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Heading of the Part: Managed Care Reform & Patient Rights

Code Citation: 50 Ill. Adm. Code 4520

Section Numbers: Proposed Actions:
4520.130 Amendment
4520.EXHIBIT B Amendment

Statutory Authority: Implementing the Managed Care Reform and Patient Rights Act
[215 ILCS 134] and authorized by Section 401 of the Illinois Insurance Code [215 ILCS
5/401]; 42 USC 300gg-22; and 45 CFR 150.101(b)(2) and 150.201.

A Complete Description of the Subjects and Issues Involved: Consistent with PA 99-
111, Part 4520 will be amended to recognize the Accreditation Association for
Ambulatory Health Care (AAAHC) among the list of accreditors from which utilization
organizations may receive accreditation and qualify for reduced registration and renewal
fees. Also, consistent with PA 99-761, Part 4520 will be amended to apply the medical
exemptions process to all insurers licensed in the State to sell policy of group or
individual accident and health insurance or health benefits plan, and provide that certain
provisions upon which a step therapy requirement exception request shall be approved.

Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355?
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.
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12)  Time, Place and Manner in which interested persons may comment on this rulemaking:

Persons who wish to comment on this proposed rulemaking may submit written
comments no later than 45 days after the publication of this Notice to:

Felicia Page, Assistant General Counsel or Susan Anders, Rules Coordinator
Department of Insurance Department of Insurance

320 West Washington, 4" Floor 320 West Washington, 4" Floor
Springfield IL 62767-0001 Springfield IL 62767-0001
217/524-5433 217/558-0957

fax: 217/524-9033

13) Initial Requlatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: Utilization Review Organizations (UROs)

B) Reporting, bookkeeping or other procedures required for compliance: Claim
review and recordkeeping procedures determined by the Accreditation
Association for Ambulatory Health Care (AAAHC)

C) Types of professional skills necessary for compliance: Paramedical and medical
practice certifications allowed by the AAAHC pertaining to ambulatory care

14)  Regulatory Agenda on which this rulemaking was summarized: January 2018

The full text of the Proposed Amendments begins on the next page:
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TITLE 50: INSURANCE
CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER ww: HEALTH CARE SERVICE PLANS
PART 4520
MANAGED CARE REFORM & PATIENT RIGHTS

Section
4520.10 Purpose
4520.20 Applicability and Scope
4520.30 Definitions
4520.40 Provision of Information
4520.50 Notice of Nonrenewal or Termination
4520.60 Transition of Services
4520.70 Health Care Services, Appeals, Complaints and External Independent

Reviews
4520.80 Joint Resolution of Complaints — Department of Insurance and Department of

Public Health — Notification and Resolution Process
4520.90 Record of Complaints
4520.100 Access and Quality of Care from Providers Without Primary Care Physician

Referral or Authorization
4520.110 Emergency Services
4520.120 Post Stabilization Services
4520.130 Registration of Utilization Review Organizations
4520.140 Operational Requirements
4520.EXHIBIT A Complaint Reporting Column Descriptions
4520.EXHIBIT B Application for Registration of a Utilization Review Organization
4520.EXHIBIT C Utilization Review Organization Officers and Directors

Biographical Affidavit

4520.EXHIBIT D NAIC Utilization Review Organization Officers and Directors

Biographical Affidavit

AUTHORITY: Implementing the Managed Care Reform and Patient Rights Act [215 ILCS 134]
and authorized by Section 401 of the Illinois Insurance Code [215 ILCS 5], 42 USC 300gg-22,
and 45 CFR 150.101(b)(2) and 150.201.

SOURCE: Emergency rules adopted at 23 Ill. Reg. 12466, effective September 27, 1999, for a
maximum of 150 days; adopted at 24 Ill. Reg. 3374, effective February 10, 2000; amended at 24
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Ill. Reg. 9429, effective July 1, 2000; transferred from the Department of Insurance to the
Department of Financial and Professional Regulation pursuant to Executive Order 2004-6 on
July 1, 2004; amended at 28 1ll. Reg. 13711, effective September 28, 2004; amended at 30 .
Reg. 6368, effective March 29, 2006; amended at 34 Ill. Reg. 6879, effective April 29, 2010;
amended at 38 Ill. Reg. 2253, effective January 2, 2014; amended at 38 Ill. Reg. 23431, effective
November 25, 2014; transferred from the Department of Financial and Professional Regulation
to the Department of Insurance pursuant to Executive Order 2009-4; recodified from 50 Ill. Adm.
Code 5420 to 50 Ill. Adm. Code 4520 at 41 Ill. Reg. 4982; amended at 42 Ill. Reg. :
effective :

Section 4520.130 Registration of Utilization Review Organizations

a) Registration: On or after July 1, 2000, a utilization review organization may not
conduct utilization review for persons subject to Section 85 of the Managed Care
Reform and Patient Rights Act [215 ILCS 134/85] unless the utilization review
organization has registered with the Director. An application for registration shall
be in a format as set forth in Exhibit B-ef-this-Part, and must be signed by an
officer or director of the utilization review organization. Initial registration
applications shall be deemed approved unless the Director finds thesueh
application to be noncompliant with either the standards set forth in Section 85 of
the Managed Care Reform and Patient Rights Act or this Part.

b) Fees: A utilization review organization must register with the Director every two
years. A fee of $3,000 must be submitted with each application or renewal unless
the utilization review organization is accredited by the Health Utilization
ManagementMedical Standards-ef-the-American-AccreditationHealthcare
Commission (URAC), the National Committee for Quality Assurance (NCQA),
or-the Joint Commission en-Acereditation-of Healthcare Organizations-(JCAHO),
or the Accreditation Association for Ambulatory Health Care (AAAHC), in which
case the fee is $1500.

C) Any material changes in the information filed pursuant to this Part shall be filed
with the Director within 30 days after thesueh change. Loss of accreditation
status will require re-registration and payment of a $3000 fee pursuant to
subsections (a) and (b)-ef-this-Sectien.

d) Renewals and Appeals:

1) A registered utilization review organization may continue to operate, if the
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application and fee have been filed 30 days prior to the renewal date, until
the renewal is denied or issued by the Director.

2) If the renewal application and fee are not received prior to the renewal
date, the registration will automatically expire and the utilization review
organization must re-register and pay a fee pursuant to subsections (a) and
(b)-ofthis-Section.

3) If an application for registration or renewal is denied under this Part, the
applicant may appeal thatsueh denial by requesting a hearing under the
terms of Article 10 of the Illinois Administrative Procedure Act [5 ILCS
100/10-5-threugh-10-70] and 50 Ill. Adm. Code 2402. A petition for
hearing must be postmarked no later than 30 days afterfrom the date of
initial denial. A hearing shall be scheduled within 45 days after the
petition is filed with the Director. A decision by the Director shall be
rendered within 60 days after the close of the hearing.

(Source: Amended at 42 1ll. Reg. , effective )
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Section 4520.EXHIBIT B Application for Registration of a Utilization Review
Organization

1. Name of Applicant

18

Type of Applicant (check one):

[ ] Corporation

[ ] Partnership

[] Limited Liability Corporation
[ ] Other (Describe)

FEIN

Contact Person

Business Telephone Number ()

Fax Number ()

Email Address

2. Type of Utilization Review Organization (check all that apply):

[ ] Health Care Utilization Review (as defined in Section 4520.30 of this Part)
[] Workers' Compensation Review (as defined in 50 Ill. Adm. Code 2905.10)

Check all categories that apply (as applicable):

[

defined in 50 Ill. Adm. Code 4521.20)

defined in 50 Ill. Adm. Code 4521.20)
Third Party Administrator

Insurance Company
Insurance Company
internal purposes

Workers' Compensation Utilization Review Organization
Other (Describe)

OO O 0O o o

3. Business Address

Licensed HMO providing utilization review services outside of the HMO (as

Licensed HMO providing utilization review services only within that HMO (as

Licensed Insurance Company providing utilization review services outside of that
Licensed Insurance Company providing utilization review services only within that

Hospital or Medical Group providing utilization review services for other than



ILLINOIS REGISTER 12517

18
DEPARTMENT OF INSURANCE

NOTICE OF PROPOSED AMENDMENTS

Street (do not use PO Box)

City State Zip -
Mailing Address

Street or P.O. Box

City State Zip -

Business Telephone Number ()
Toll Free Number ()

FAX Number ()

Email Address/Website

Agent for Service of Process in Illinois

Name

Street Address (do not use P. O. Box)

City

State Zip -

For each Utilization Review Program supply the following information:

a)

b)

c)

d)

f)

The name, address, telephone number and normal business hours of the utilization
programs.

The organization and governing structure of the utilization review programs.

The number of reviews in Illinois for which utilization review is conducted by each
utilization program for the current year.

[] Health Reviews

[ ] Workers' Compensation Reviews

Hours of operation of each utilization review program.
Description of the grievance process for each utilization program.

Please check (all that apply) to determine if you are using the Health Standards
and/or the Workers' Compensation Standards in order to meet or exceed American
Accreditation Healthcare Commission (URAC) Standards and provide the
Department with a copy of your current certificates, if applicable.

[ ] Health Utilization Standards
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[ ] Workers' Compensation Standards

Q) Number of reviews in Illinois for which utilization review was conducted for the
previous calendar year for each utilization review program.
[] Health Reviews

[ ] Workers' Compensation Reviews

h) Written policies and procedures for protecting confidential information according
to applicable State and Federal laws for each utilization review program.

i) Biographical information for organization officers and directors, as set forth in

Exhibit C or D (as appropriate). Biographical affidavits shall be stamped
"confidential™ by the utilization review organization.

Indicate accreditation status below.

a) [] Health accredited by:

[] URAC
[] NCOQA
[] JCAHO

[[1 AAAHC (as defined in 50 Ill. Adm. Code 4520.130(b))

b) [ ] Workers' Compensation accredited by:

[[] URAC Health Standards
[] URAC Workers' Compensation Standards

¢) [] Unaccredited

[] Check Enclosed

a) [ Accredited fee $1500 biennially
b)  [] Unaccredited fee $3000 biennially

Affirmation (to be signed by an officer or director of the utilization review organization
only):

I, do hereby certify that
(typed name, title)
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(utilization review organization)

complies with the Health and/or Workers' Compensation Utilization Management
Standards of the American Accreditation Healthcare Commission (URAC) sufficient to
achieve American Accreditation Healthcare Commission (URAC) accreditation or
submits evidence of accreditation by the American Accreditation Healthcare Commission
(URAC) accreditation or submits evidence of accreditation by the American
Accreditation Healthcare Commission (URAC) for its Health and/or Workers'
Compensation Utilization Management Standards, and do hereby affirm that all of the
information presented in this application is true and correct.

(signature) (date)

Please mail completed application to:

Illinois Department of Insurance
Utilization Review Unit

320 West Washington Street
Springfield IL 62767-0001
(217) 558-2309

(Source: Amended at 42 1ll. Reg. , effective )
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Heading of the Part: Health Carrier External Review

Code Citation: 50 Ill. Adm. Code 4530

Section Number: Proposed Action:
4530.40 Amendment

Statutory Authority: Implementing the Health Carrier External Review Act [215 ILCS
180] and authorized by Section 50(h) of the Act [215 ILCS 180/50(h)] and Section 401 of
the Illinois Insurance Code [215 ILCS 5/401].

A Complete Description of the Subjects and Issues Involved: Section 4530.40 will be
amended to make the deadlline for health carriers to submit an external review report to
the Director of Insurance consistent with PA 99-537, which becomes effective January 1,
2017.

Any published studies or reports, along with the sources of underlying data, that were
used when comprising this rulemaking, in accordance with 1 1ll. Adm. Code 100.355?
None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking will not require a local
government to establish, expand or modify its activities in such a way as to necessitate
additional expenditures from local revenues.

Time, Place and Manner in which interested persons may comment on this rulemaking:
Persons who wish to comment on this proposed rulemaking may submit written
comments no later than 45 days after the publication of this Notice to:

Felicia Page, Assistant General Counsel or Susan Anders, Rules Coordinator
Department of Insurance Department of Insurance
320 West Washington, 4" Floor 320 West Washington, 4" Floor
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Springfield IL 62767-0001 Springfield IL 62767-0001

217/524-5433 217/558-0957
fax: 217/524-9033

13) Initial Reqgulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: Not likely to be applicable to small business in that the health carriers
subject to the rule are sizable institutions.

B) Reporting, bookkeeping or other procedures required for compliance: Preparation
and filing of health carrier external review reports.

C) Types of professional skills necessary for compliance: Clerical and technical
compliance

14)  Regulatory Agenda on which this rulemaking was summarized: January 2018

The full text of the Proposed Amendment begins on the next page:
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TITLE 50: INSURANCE
CHAPTER I: DEPARTMENT OF INSURANCE
SUBCHAPTER ww: HEALTH CARE SERVICE PLANS
PART 4530
HEALTH CARRIER EXTERNAL REVIEW
Section
4530.10 Purpose
4530.20 Applicability and Scope
4530.30 Definitions
4530.40 Health Carrier Obligations
4530.50 Independent Review Organization Obligations
4530.60 Registration of Independent Review Organizations
4530.70 Operational Requirements
4530.80 Examination
4530.90 Random Selection of IROs by Director
4530.APPENDIX A IRO Notice of Decision Template — Non-Experimental and
Investigational
4530.APPENDIX B IRO Notice of Decision Template — Experimental and Investigational
4530.APPENDIX C Independent Review Organizations — Application for Registration
4530.APPENDIX D Independent Review Organizations — Application for Reapproving
Independent Review Organizations
4530.APPENDIX E [linois or NAIC Biographical Affidavit

AUTHORITY: Implementing the Health Carrier External Review Act [215 ILCS 180] and
authorized by Section 50(h) of the Act [215 ILCS 180/50(h)] and Section 401 of the Illinois
Insurance Code [215 ILCS 5/401].

SOURCE: Adopted at 34 Ill. Reg. 10741, effective July 19, 2010; amended at 39 Ill. Reg. 4077,
effective September 1, 2015; amended at 39 Ill. Reg. 12577, effective September 1, 2015;
recodified from 50 Ill. Adm. Code 5430 to 50 Ill. Adm. Code 4530 at 41 Ill. Reg. 4990; amended
at 42 1ll. Reg. , effective .

Section 4530.40 Health Carrier Obligations

a) Each health carrier shall maintain written records in the aggregate, by state, and
for each type of health benefit plan offered by the health carrier on all requests for
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external review for which the health carrier received notice from the Director for
each calendar year. The health carrier shall submit, electronically, a report to the
Director in the format specified by the Director by JuneMareh 1 of each year.

A health carrier must file with the Director for approval sample copies of:

1) All notices and forms that carriers must provide to covered persons under
Sections 20, 25, 35, 40 and 42 of the Act. In addition to those statutory
requirements, the following information must be included on notices sent
to members in response to member appeals:

A)

B)

C)

D)

E)

F)

All notices and forms must prominently display the name, address,
toll-free phone number, fax number and appeal email address of
the carrier or administrator that handles appeals;

All notices and forms shall be specific and limited to information
regarding appeals and external review procedures for the member's
plan;

All notices shall state the number of levels of appeals available (no
more than two levels for group and one level for individual) under
the plan and will state which level of appeal is applicable to the
adverse determination within the notice;

All notices shall include the date, including month, day and year,
of the adverse determination and, if applicable, the date of the final
adverse determination, including month, day and year;

All notices shall inform covered persons that the deadlines for
filing an appeal or external review request are not postponed or
delayed by health care provider appeals unless the health care
provider is acting as an authorized representative for the covered
person; i.e., the covered person should be filing internal appeals
independently and concurrently unless the health care provider has
been designated in writing as the authorized representative;

All notices shall indicate whether the adverse determination relates
to a member appeal (filed by the member or authorized
representative who may be the health care provider) or a provider
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appeal (pursuant to the provider contract) and shall explain
timeframes from the date of the adverse determination for the
member to appeal and to file an external review regardless of the
status of a provider appeal,

G) Upon exhaustion of provider appeals, the notice (which is copied
to the member) shall specify timeframes from the date of the final
adverse determination for the member to file an appeal or file an
external review;

H) Upon exhaustion of internal appeals by the member, the final
adverse determination notice shall clearly state that it is the final
adverse determination, that all internal appeals have been
exhausted, and that the member has 4 months from the date of the
letter to file an external review;

)i All notices shall include the following contact information for the
Department of Insurance:

Illinois Departments of Insurance

Office of Consumer Health Insurance

External Review Unit

320 W. Washington Street

Springfield IL 62767

Toll-free Telephone: (877) 850-4740

Fax: (217) 557-8495

Email: doi.externalreview@illinois.gov

Website: https://mc.insurance.illinois.gov/messagecenter.nsf

Descriptions for both the required standard external review and expedited
external review procedures as set forth within Section 20 of the Act.

Statements informing the covered person and any authorized
representative that a standard external review request deemed to be
ineligible for review by the plan or its representative may be appealed to
the Director by filing a complaint with the Director. The health carrier
shall use the following address and provide the following contact
information when directing the covered person or authorized
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representative to appeal initial determinations of ineligibility for standard
external review:

The Illinois Department of Insurance

Office of Consumer Health Insurance

External Review Unit

320 West Washington Street

Springfield IL 62767

Toll-free Telephone: (877) 527-9431

Fax: (217) 557-8495

Email: doi.externalreview@illinois.gov

Website: https://mc.insurance.illinois.gov/messagecenter.nsf

4) Statements informing the covered person and any authorized
representative that an expedited external review request deemed to be
ineligible for review by the plan or its representative may be appealed to
the Director by filing a complaint with the Director. The health carrier
shall use the following address when directing the covered person or
authorized representative to appeal initial determinations of ineligibility
for expedited external review:

The Illinois Department of Insurance

Office of Consumer Health Insurance

External Review Unit

320 West Washington Street

Springfield IL 62767

Toll-free Telephone: (877) 850-4740

Fax: (217) 557-8495

Email: doi.externalreview@illinois.gov

Website: https://mc.insurance.illinois.gov/messagecenter.nsf

5) Special Rules for Multi-State Plans Under the Marketplace
Pursuant to the U.S. Office of Personnel Management's (OPM)
Multi-State Plan Program regulation at 45 CFR 800.5023, OPM
administers the External Review Process for disputed adverse benefit
determinations submitted by enrollees in Multi-State Plan health insurance
options.

(Source: Amended at 42 1ll. Reg. , effective )
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Heading of the Part: White-Tailed Deer Hunting By Use of Bow and Arrow

Code Citation: 17 Ill. Adm. Code 670

Section Numbers: Proposed Actions:
670.30 Amendment
670.40 Amendment
670.60 Amendment

Statutory Authority: Implementing and authorized by Sections 1.2, 1.3, 1.4, 2.1, 2.2, 2.5,
2.20, 2.24, 2.25, 2.26, 2.33, 3.5 and 3.36 of the Wildlife Code [520 ILCS 5/1.2, 1.3, 1.4,
2.1,2.2,25,220,2.24,2.25, 2.26, 2.33, 3.5 and 3.36].

A Complete Description of the Subjects and Issues Involved: This Part is being amended
pursuant to PA 100-0489 to address crossbows regulations, which are now considered
"archery equipment" and may be used whenever other bows are legal and also creates a
"Restricted Archery Zone" in several counties in which hunters may only take antlered-
deer during the period of October 1-15.

Published studies or reports, and sources of underlying data, used to compose this
rulemaking: None

Will this rulemaking replace any emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: This rulemaking does not affect units of local
government.

Time, Place and Manner in which interested persons may comment on this proposed
rulemaking: Comments on the proposed rulemaking may be submitted in writing for a
period of 45 days following publication of this Notice to:

Javonna Ackerman, Legal Counsel
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Department of Natural Resources
One Natural Resources Way
Springfield IL 62702-1271
217/557-0126

13) Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: None

B) Reporting, bookkeeping or other procedures required for compliance: None

C) Types of professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: This rulemaking was not
included on either of the two most recent agenda's because: The Department did not
anticipate the need for this rulemaking at the time the agendas were published.

The full text of the Proposed Amendments begins on the next page:
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TITLE 17: CONSERVATION

CHAPTER I: DEPARTMENT OF NATURAL RESOURCES
SUBCHAPTER b: FISH AND WILDLIFE

PART 670

WHITE-TAILED DEER HUNTING BY USE OF BOW AND ARROW
Section
670.10 Statewide Open Seasons and Counties
670.20 Statewide Deer Permit Requirements
670.21 Deer Permit Requirements — Landowner/Tenant Permits
670.30 Statewide Legal Bow and Arrow
670.40 Statewide Deer Hunting Rules
670.50 Rejection of Application/Revocation of Permits
670.55 Reporting Harvest
670.60 Regulations at Various Department-Owned or -Managed Sites

AUTHORITY: Implementing and authorized by Sections 1.2, 1.3, 1.4, 2.1, 2.2, 2.5, 2.20, 2.24,
2.25, 2.26, 2.33, 3.5 and 3.36 of the Wildlife Code [520 ILCS 5/1.2, 1.3, 1.4, 2.1, 2.2, 2.5, 2.20,
2.24,2.25,2.26, 2.33, 3.5 and 3.36].

SOURCE: Adopted at 5 Ill. Reg. 8888, effective August 25, 1981; codified at 5 Ill. Reg. 10641;
emergency amendment at 5 Ill. Reg. 11402, effective October 14, 1981, for a maximum of 150
days; emergency expired March 13, 1982; amended at 6 Ill. Reg. 10721, effective August 20,
1982; emergency amendment at 6 Ill. Reg. 15581, effective December 14, 1982, for a maximum
of 150 days; emergency expired May 13, 1983; amended at 7 Ill. Reg. 10790, effective August
24,1983; amended at 8 Ill. Reg. 19004, effective September 26, 1984; amended at 9 Ill. Reg.
14317, effective September 9, 1985; amended at 10 Ill. Reg. 16658, effective September 22,
1986; amended at 11 Ill. Reg. 2275, effective January 20, 1987; amended at 12 1ll. Reg. 12042,
effective July 11, 1988; amended at 13 Ill. Reg. 12839, effective July 21, 1989; amended at 14
I1l. Reg. 14787, effective September 4, 1990; amended at 14 Ill. Reg. 19859, effective December
3, 1990; amended at 15 Ill. Reg. 10021, effective June 24, 1991; amended at 15 Ill. Reg. 16691,
effective October 31, 1991; amended at 16 Ill. Reg. 11116, effective June 30, 1992; amended at
17 1ll. Reg. 286, effective December 28, 1992; amended at 17 Ill. Reg. 13452, effective July 30,
1993; amended at 18 Ill. Reg. 5842, effective April 5, 1994; amended at 19 Ill. Reg. 7560,
effective May 26, 1995; amended at 19 Ill. Reg. 15411, effective October 26, 1995; amended at
20 11l. Reg. 6723, effective May 6, 1996; amended at 21 Ill. Reg. 5561, effective April 19, 1997,
amended at 22 Ill. Reg. 7995, effective April 28, 1998; amended at 23 Ill. Reg. 6829, effective
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May 20, 1999; amended at 24 IIl. Reg. 6908, effective April 20, 2000; amended at 25 Ill. Reg.
7217, effective May 22, 2001; amended at 25 Ill. Reg. 11471, effective August 14, 2001;
amended at 26 Ill. Reg. 9356, effective June 17, 2002; amended at 27 Ill. Reg. 10025, effective
June 23, 2003; amended at 28 Ill. Reg. 9968, effective July 6, 2004; amended at 29 Ill. Reg.
9761, effective June 24, 2005; amended at 30 Ill. Reg. 12196, effective June 28, 2006; amended
at 31 Ill. Reg. 8202, effective May 25, 2007; amended at 32 1ll. Reg. 9337, effective June 13,
2008; amended at 33 Ill. Reg. 11571, effective July 27, 2009; amended at 34 Ill. Reg. 4839,
effective March 19, 2010; amended at 35 Ill. Reg. 10739, effective June 23, 2011; amended at 36
I1l. Reg. 13450, effective August 10, 2012; amended at 37 Ill. Reg. 14926, effective August 30,
2013; amended at 38 Ill. Reg. 22752, effective November 18, 2014; amended at 39 Ill. Reg.
10905, effective July 27, 2015; emergency amendment at 39 Ill. Reg. 13125, effective September
3, 2015, for a maximum of 150 days; amended at 39 Ill. Reg. 14568, effective October 20, 2015;
amended at 40 Ill. Reg. 829, effective December 29, 2015; amended at 40 Ill. Reg. 10579,
effective July 20, 2016; amended at 41 Ill. Reg. 8679, effective June 28, 2017; amended at 42 11I.
Reg. , effective :

Section 670.30 Statewide Legal Bow and Arrow

a) The only legal hunting devices to take, or attempt to take, deer are:

1) Longbows, recurve bows or compound bows with minimum pull of 30
pounds at some point within a 28-inch draw. Minimum arrow length is 20

inches. Any mechanical device capable of maintaining a drawn or

2) Crossbows_and bolts as specified in 17 1ll. Adm. Code 760.21..-se-lengas

Syt pnosne e follonene conegl e ore penle
A) ” : L old : licol
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S Hthe date-is between-the second -Monday-following the
o i I

D)

b) Broadheads must be used for archery deer hunting. Broadheads may have fixed
or expandable cutting surfaces, but they must be a minimum 7z inch in diameter
when fully opened. Broadheads with fixed cutting surfaces must be metal or
flint-, chert- or obsidian-knapped; broadheads with expandable cutting surfaces
must be metal. Nothing in this subsection shall be construed to prohibit the
possession of arrows with field tips or blunt tips for the purpose of legally taking
small game or for target practice during the course of the hunt, but those arrows
may not be used in any attempt to take deer.

cd)  All other hunting devices, including electronic arrow tracking devices utilizing
radio telemetry, are illegal. It is unlawful to carry any firearm or sidearm while
hunting deer with a bow and arrow.

(Source: Amended at 42 1ll. Reg. , effective )

Section 670.40 Statewide Deer Hunting Rules
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The bag limit is one deer per legally authorized either-sex, antlered-only or
antlerless-only permit. All either-sex permits and antlered-only permits are
subject to the following restriction: no hunter, regardless of the quantity or type
of permits in his/her possession, may harvest more than 2 antlered deer during a
year, including the youth, archery, muzzleloader and firearm seasons. For
purposes of this subsection, deer seasons are considered to be in the same year if
their opening dates fall within the same 12-month period that begins on July 1. A
hunter in possession of an either-sex permit after having harvested 2 antlered deer
during a year, as defined above, may only use the permit to harvest an antlerless
deer. Subject to this restriction, an either-sex permit holder is allowed to take a
deer with or without antlers; and an antlered-only permit holder is allowed to take
only a deer having at least one antler of a length of 3 or more inches. An
antlerless-only permit holder is allowed to take only a deer without antlers or a
deer having antlers less than 3 inches long.

The Illinois Restricted Archery Zone shall consist of Champaign, Douglas,
Macon, Moultrie and Piatt counties. During the period October 1 — October 15,
only antlered deer may be harvested in the Restricted Archery Zone, regardless of
permits in possession. An antlered deer is defined as a deer having at least one
antler of a length of 3 or more inches. All restrictions listed in subsection (a) also
apply in the Restricted Archery Zone.

Recipients of any type of Archery Deer Hunting Permit shall record their
signature on the permit prior to hunting and must carry it on their person while
hunting.

The temporary harvest tag shall be attached and properly sealed immediately
upon kill and before the deer is moved, transported or field dressed. No person
shall leave any deer that has been killed without properly attaching the temporary
harvest tag to the deer in the manner prescribed on the permit.

Hunters shall not have in their possession, while in the field during archery deer
season, any deer permit issued to another person (permits are non-transferable).

Permits will not be re-issued in cases involving deer taken which are found to be
diseased or spoiled due to previous injury. Legal disposal of unfit deer taken shall
be the responsibility of the hunter. For those hunters participating in DNR's
Chronic Wasting Disease Surveillance Program, a free permit will be made
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available (during either the current year or the subsequent year, at the discretion
of the hunter) if their tested deer is determined to have chronic wasting disease.

Unlawful take or possession of one deer is a Class B misdemeanor (see 520 ILCS
5/2.24); unlawful take or possession of two or more deer in a 90-day period is a
Class 4 felony (see 520 ILCS 5/2.36a); unlawful take or possession of 2 or more
deer as a single act or single course of conduct is a Class 3 felony (see 520 ILCS
5/2.36a); and any other violation of this Section is a Class B misdemeanor (see
520 ILCS 5/2.24).

(Source: Amended at 42 1ll. Reg. , effective )

Section 670.60 Regulations at VVarious Department-Owned or -Managed Sites

a)

b)

d)

All the regulations in 17 Ill. Adm. Code 510 (General Hunting and Trapping)
apply in this Section, unless this Section is more restrictive.

It is unlawful to drive deer, or participate in a deer drive, on all Department-
owned or -managed properties. A deer drive is defined as a deliberate action by
one or more persons (whether armed or unarmed) whose intent is to cause deer to
move within archery range of one or more participating hunters.

Only one tree stand or ground blind is allowed per deer permit holder. Tree
stands and ground blinds must comply with restrictions listed in 17 1ll. Adm.
Code 510.10(c)(3) and (c)(12) and must be portable. Tree stands and ground
blinds must be removed at the end of each day with the exception that they may
be left unattended from September 15 through January 31 at those sites listed in
this Section that are followed by a (1). Any tree stand or ground blind left
unattended must be legibly marked with the owner's name, address, and telephone
number, or site assigned identification number.

Check-in, check-out, and reporting of harvest is required at those sites listed in
this Section that are followed by a (2). Sites that require use of windshield cards
by hunters as specified in 17 1ll. Adm. Code 510.10 are followed by a (6).

Where standby hunters are used to fill quotas, a drawing will be held at sites
indicated by a (3).
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Only antlerless deer or antlered deer having at least four points on one side may
be harvested at those sites listed in this Section that are followed by a (4).

Only antlerless deer or antlered deer having at least five points on one side may
be harvested at those sites listed in this Section that are followed by a (5).

Statewide regulations shall apply at the following sites:
Alvah Borah State Habitat Area (6)

* Anderson Lake State Fish and Wildlife Area (1) (2)
Apple River Canyon State Park — Thompson and Salem Units (6)
Argyle Lake State Park (1) (6)

* Banner Marsh State Fish and Wildlife Area (statewide hunting hours
except during the Central Zone duck season hunting hours 1:00 p.m. until
Y hour after sunset) (1) (2)

* Beall Woods State Park (1) (6)

* Big Bend State Fish and Wildlife Area (1) (2)
Big Grand Pierre Glade State Natural Area (1)
Big River State Forest (1) (6)
Bradford Pheasant Habitat Area (October 1-31 only) (6)
Buffalo Rock State Park/Blackball Mines Nature Preserve (2)
Burning Star State Fish and Wildlife Area (6)

Butterfield Trail State Recreation Area (6)

Cache River State Natural Area (1) (2)
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Campbell Pond State Fish and Wildlife Area (1) (6)
Cape Bend State Fish and Wildlife Area (1) (2)

Carlyle Lake Lands and Waters (Corps of Engineers managed lands,
except Jim Hawn and East Spillway Areas)

Carlyle Lake Lands and Waters (Corps of Engineers managed lands — Jim
Hawn and East Spillway Areas)

Carlyle Lake State Fish and Wildlife Area (except subimpoundment area
is closed 7 days prior to and during the regular waterfowl season; lands
bounded on the east by "C" levee, south by "D" levee, west by ACOE
property line, and including the posted area west of parking lot #2, will be
open the entire archery deer hunting season) (6)

Castle Rock State Park (submission of all deer heads within 48 hours after
harvest on site is required to test for the presence of Chronic Wasting
Disease) (1) (6)

Cedar Glen State Natural Area (no hunting after December 15) (1) (6)

Chauncey Marsh State Natural Area (permit obtained at Red Hills State
Park headquarters) (1) (6)

Clinton Lake State Recreation Area (an antlerless deer must be taken on
the site before an antlered deer is harvested) (6)

Coffeen Lake State Fish and Wildlife Area (6)
Collier Limestone Glade State Natural Area (1)
Copperhead Hollow State Wildlife Area (1) (6)
Crawford County State Conservation Area (1) (6)

Cretaceous Hills State Natural Area (1) (6)
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Cypress Creek National Wildlife Refuge
Cypress Pond State Natural Area (1) (2)

Deer Pond State Natural Area (1) (2)

Des Plaines Game Propagation Center (closed Saturdays and Sundays in
October and Sundays in November, December and January) (2)

Des Plaines State Conservation Area (no hunting is permitted Wednesday
through Sunday of the site's permit pheasant season) (6)

Devil's Island State Wildlife Management Area
Dixon Springs State Park (1) (6)
Dog Island State Wildlife Management Area (1) (6)

Dublin Highlands Pheasant Habitat Area (opens statewide opening date;
however, site closes for archery deer hunting at the end of legal shooting
hours the day preceding the opening of the North Zone upland season and
reopens the day after the close of the North Zone upland season and runs
until the statewide season closes; submission of all deer heads within 48
hours after harvest on site is required to test for the presence of Chronic
Wasting Disease) (1) (2)

Eagle Creek State Park (cisabled-hunters-are-exempt-from-site's-antler
restrictions:-for Corps of Engineers managed lands not managed by DNR,

contact Corps of Engineers, Lake Shelbyville office for specific deer
hunting policy) {4}-(6)

Eldon Hazlet State Park (archery hunting is closed in the designated
controlled pheasant hunting area on days when the controlled pheasant
hunting program is in operation) (6)

Embarras River Bottoms State Habitat Area (1) (6)

Ferne Clyffe State Park (1) (2)
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Finfrock State Habitat Area (October 1-31 only; eligible hunters required
to obtain Clinton Lake State Recreation Area site hunting permit) (6)
Flag Pond State Natural Area (1)
Flatwoods State Natural Area (1) (6)
Fort de Chartres State Historic Site (1) (2)
Fort Kaskaskia State Historic Site (opens November 1) (2)
Fort Massac State Park (1) (6)
Fox Ridge State Park (1) (6)
Franklin Creek State Natural Area (submission of all deer heads within 48
hours after harvest on site is required to test for the presence of Chronic
Wasting Disease) (6)
French Bluff State Natural Area (6)
George S. Park Memorial Woods State Natural Area (2)

Giant City State Park (1) (2)

Goose Lake Prairie State Natural Area/Heidecke State Fish & Wildlife
Area (archery deer hunting is closed during the muzzleloader deer season)

(6)
Green River State Wildlife Area (1) (6)

Hallsville State Habitat Area (October 1-31 only; eligible hunters will use
Clinton Lake State Recreation Area site hunting permit) (1) (6)

Hamilton County State Conservation Area (1) (6)

Hanover BIluff State Natural Area (6)
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Harry "Babe" Woodyard State Natural Area {4)}-(6)

Henry Allen Gleason State Natural Area (6)

Hidden Springs State Forest (1) (6)

Hindsboro State Habitat Area (October 1 through October 31 only) (6)

Horseshoe Lake State Conservation Area — Alexander County (Controlled
Goose Hunting Area — open from October 1-31; reopens with the close of
the Quota Zone goose season through statewide closing; remainder of the

Public Hunting Area open during statewide season) (1) (2)

Ilo Dillin State Habitat Area (hunting allowed during October only) (6)
Iroquois County State Wildlife Area/Hooper Branch only (1) (2)

Johnson-Sauk Trail State Park (statewide regulations apply, except that,
on Wednesdays through Sundays of the site's permit pheasant season,
hunting only allowed 2:00 p.m. until sunset) (1) (6)

Jubilee College State Park (2)

Kankakee River State Park (deer bow hunters must wear a cap and upper
outer garment with at least 400 square inches of solid blaze orange
between 9:00 a.m. and 3:00 p.m. on days when upland game hunting is
allowed during the site's controlled hunting season; a limited hunting
opportunity for persons with disabilities, Class P2A, exists at the Davis
Creek Bike Trail Area; disabled hunters must register to hunt at the site
office and must sign in and out daily; disabled hunters are required to hunt
with a non-disabled partner who may also hunt from predetermined
locations during the disabled hunting season (November 1 to the day
before the first firearm deer season, except campground blinds will remain
open until the close of the archery deer season and do not require a partner
to hunt) (6)

Kaskaskia River State Fish and Wildlife Area (the State-owned portion of
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the defined waterfowl rest area is open until 2 weeks prior to the start of
the regular duck season through the close of the regular duck and Canada
goose seasons; no hunting within 50 yards of the Baldwin Lake Waterfowl
Rest Area's main north-south road) (1) (2 — except south of Highway 154
and north of Highway 13)

Kickapoo State Recreation Area (6)

Kidd Lake State Natural Area (1)

Kinkaid Lake State Fish and Wildlife Area (1) (2)

Kishwaukee River State Fish and Wildlife Area; submission of all deer
heads within 48 hours after harvest on site is required to test for the
presence of Chronic Wasting Disease (6)

Lake Le Aqua Na State Park (submission of all deer heads within 48 hours
after harvest on site is required to test for the presence of Chronic Wasting

Diseaseantlerle
until 10:00 a.m.) (62)

Larry D. Closson Habitat Area (October 1-31 only) (1)

Lincoln Trail State Park (November 1 through the end of statewide
season) (2)

Little Rock Creek State Habitat Area (opens statewide opening date;
however, site closes for archery deer hunting at the end of legal shooting
hours the day preceding the opening of the north zone upland season and
reopens the day after the close of the north zone upland season and runs
until the statewide season closes) (1) (2)

Lowden-Miller State Forest (submission of all deer heads within 48 hours
after harvest on site is required to test for the presence of Chronic Wasting
Disease) (1) (6)

Lowden State Park (in October, hunting allowed on Mondays, Tuesdays,
Wednesdays and Thursdays only, excluding official State holidays;
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beginning November 1, archery hunting is allowed 7 days a week) (6)
Lusk Creek Canyon State Natural Area (1)
Mackinaw River State Fish and Wildlife Area (1) (6)
Marseilles State Fish and Wildlife Area (closed Friday, Saturday, and
Sunday in October only; no hunting after the first Thursday after January
10; all tree stands must be removed from this area no later than the last
day of the season; unauthorized personnel may not be on the site outside
of the posted check station operating hours; hunters may enter the site

only from designated parking lots) (1) (2)

Marshall State Fish and Wildlife Area (Duck Ranch Unit closed 7 days
prior to the duck season through the close of duck season) (6)

Mautino State Fish and Wildlife Area (1) (6)
Maxine Loy Land and Water Reserve (6)

Maytown Pheasant Habitat Area (hunting allowed during October only)
(6)

Mazonia/Braidwood State Fish and Wildlife Area (2) (4)
Meeker State Habitat Area (1) (6)

Mermet Lake State Conservation Area (1) (6)

Middle Fork State Fish and Wildlife Area (6)

Midewin National Tallgrass Prairie (additional site hunting pass required)

)
Miller-Anderson Woods State Natural Area (2)

Mississippi Palisades State Park (closed during the first firearm deer
season) (1) (6)
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Mississippi River Pool 16 (1)
Mississippi River Pools 17, 18 (1)
Mississippi River Pools 21, 22, 24 (1)

Mississippi State Fish and Waterfowl Management Area — Pools 25 and
26 (Batchtown, Crull Hollow and Godar Waterfowl Rest Areas are closed
to hunting beginning 14 days before regular duck season; areas reopen to
hunting the day after duck season closes; it is unlawful to trespass upon
the designated duck hunting areas between sunset of the Sunday
immediately preceding opening day of regular duck season through the
day before regular duck season as posted at the site; no deer hunting is
allowed within 200 yards of an occupied duck blind; during duck season
only, deer hunters may not access the designated duck hunting areas by
launching a boat at certain specifically posted boat ramps; boat ramps
reopen to deer hunters the day after duck season closes; hunting is allowed
at Red's Landing and Riprap Landing walk-in areas from 12:00 p.m. to %2
hour after sunset during duck season, statewide hours during remainder of
season) (1)

Mitchell's Grove State Nature Preserve (antlerless deer only in October;
either-sex deer from November 1 until the end of the statewide season;
closed during the muzzleloading deer season) (2)

Momence Wetlands State Natural Area (1) (6)

Moraine View State Park (archery deer hunting closed Wednesday
through Sunday during the controlled pheasant season) (1) (6)

Morrison Rockwood State Park (opens on the day following the close of
the first firearm deer season) (1) (2)

Mt. Vernon Propagation Center (1) (2)

Nauvoo State Park (Max Rowe Unit Only) (6)
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Newton Lake State Fish and Wildlife Area (6)
Oakford State Conservation Area

Paul C. Burrus State Habitat Area (formerly Hurricane Creek State Habitat
Area) (hunter quotas filled by drawing) (6)

Peabody River King State Fish and Wildlife Area (East subunit closes
November 1) (1) (2)

Pekin Lake State Fish and Wildlife Area (1) (6)
Pere Marquette State Park {area-east-of Graham-HeoHowRead)-(1) (6)
Prairie Ridge State Natural Area (1) (6)

Pyramid State Park (4) (6)

Pyramid State Park — Captain Unit (4) (6)
Pyramid State Park — Denmark Unit (4) (6)
Pyramid State Park — East Conant Unit (4) (6)
Pyramid State Park — Galum Unit (4) (6)

Rall Woods State Natural Area (6)

Ramsey Lake State Park (6)

Randolph County State Conservation Area (1) (2)
Rauchfuss Hill State Recreation Area (1) (6)

Ray Norbut State Fish and Wildlife Area (6)

Ray Norbut State Fish and Wildlife Area — Dutch Creek Unit (6)
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Ray Norbut State Fish and Wildlife Area — East Hannibal Unit (6)
Red Hills State Park (1) (6)
Rend Lake State Fish and Wildlife Area (refuge only (south of site
headquarters) from October 1 through October 31; an antlerless deer must

be taken on the site before an antlered deer is harvested) (2)

Rend Lake State Fish and Wildlife Area and Corps of Engineers managed
areas of Rend Lake

Revis Hill Prairie State Natural Area (6)

Rice Lake State Fish and Wildlife Area (statewide hunting hours, except
that, during the Central Zone duck season, hunting hours 1:00 p.m. until %
hour after sunset) (1) (2)

Rockton Bog State Natural Area (6)

Sahara Woods State Fish and Wildlife Area (portions of site closed until
November 1) (6)

Saline County State Fish and Wildlife Area (1) (6)

Sam Dale Lake State Fish and Wildlife Area (1) (6)

Sam Parr State Park (1) (2)

Sandy Ford State Natural Area (antlerless deer only in October; either-sex
deer from November 1 until the end of the statewide season; archery deer
hunting is closed during the muzzleloader deer season) (2)

Sangamon County State Conservation Area (1)

Sanganois State Wildlife Area (Ash Swale Waterfowl Rest Area will be
closed to deer hunting during the waterfowl hunting seasons) (1) (6)

Sand Ridge State Forest (6)
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Shabbona Lake State Park (submission of all deer heads within 48 hours
after harvest on site is required to test for the presence of Chronic Wasting
Disease) (6)
Shelbyville State Fish and Wildlife Area (for Corps of Engineers managed
lands not managed by DNR, contact Corps of Engineers, Lake Shelbyville
office for specific deer hunting policy) (1) (6)
Sielbeck Forest State Natural Area (1) (6)
Siloam Springs State Park (4) (6)
Siloam Springs State Park (Fall Creek Unit) (6)
Siloam Springs State Park — Buckhorn Unit (resident hunters only) (4) (6)
Silver Springs State Park (2)
Skinner Farm State Habitat Area (1) (2)
Snakeden Hollow State Fish and Wildlife Area (closed during goose
season; tree stands must be removed no later than the last day of archery
hunting on the site) (1) (6)
Sparks Pond State Natural Area (6)
Spoon River State Forest (1) (6)
Spring Lake State Fish and Wildlife Area (1) (6)
Starved Rock State Park/Matthiessen State Park/Margery C. Carlson
Nature Preserve (antlerless deer only in October; either-sex deer from
November 1 until the end of the statewide season; deer bowhunters must
wear a cap and upper outer garment with at least 400 square inches of
solid blaze orange during the statewide firearm deer seasons; open to

archery deer hunting during the statewide firearm deer season only in
Zone A) (2)
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Stephen A. Forbes State Recreation Area (6)
Tapley Woods State Natural Area (6)

Ten Mile Creek State Fish and Wildlife Area (areas designated as refuge
are closed to all access during Canada goose season only) (1) (6)

Trail of Tears State Forest (1) (2)

Turkey Bluffs State Fish and Wildlife Area (1) (2)

Union County State Fish and Wildlife Area (Firing Line Unit open
throughout statewide season; Controlled Public Hunting Area open

October 1 through October 31) (1) (2)

Vesely Land and Water Reserve/Wilmington Shrub Prairie Nature
Preserve (6)

Walnut Point State Park (1) (6)

Wards Grove State Nature Preserve (closed during firearm deer hunting;
antlerless deer only) (6)

Washington County State Conservation Area (1) (2)
Weinberg-King State Park (6)

Weinberg-King State Park — Cecil White Unit (6)

Weinberg-King State Park — Scripps Unit (resident hunters only) (6)

Weinberg-King State Park — Spunky Bottoms Unit (resident hunters only)
(6)

Weldon Springs State Park — Piatt County Unit (an antlerless deer must be
taken on the site before an antlered deer is harvested) (6)
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Whitefield Pheasant Habitat Area (hunting allowed during October only)
(6)

* White Pines Forest State Park ( hunting allowed on Mondays, Tuesdays,
Wednesdays and Thursdays only — excluding official State holidays in
October. Beginning November 1, archery hunting is allowed 7 days a
week, excluding the site's special firearm deer season) (6)

Wildcat Hollow State Forest (1) (6)

Willow Creek State Habitat Area (hunting permitted October 1-31) (1) (6)
Winston Tunnel State Natural Area (6)

Wise Ridge State Natural Area (1)

Witkowsky State Wildlife Area (opens October 15) (6)

Wolf Creek State Park (an-antlerless-deermust-be-taken-on-thesite-before

ehigiblefor-the-drawing;-for Corps of Engineers managed lands not
managed by DNR, contact Corps of Engineers, Lake Shelbyville office,

for specific deer hunting policy) {4)-(6)

Woodford State Fish and Wildlife Area (opens at the close of duck
season) (6)

)] Statewide regulations shall apply at the following sites except that hunter quotas
shall be filled by mail-in drawing:

Beaver Dam State Park (an antlerless deer must be taken on the site before
an antlered deer is harvested; harvest reports are due to the site by
December 31; failure to submit report shall result in the loss of hunting
privileges at the site for the following year) (1)

Bohm Woods State Nature Preserve (an antlerless deer must be taken on
the site before an antlered deer is harvested; harvest reports are due to the
site by January 31; failure to submit report shall result in the loss of
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hunting privileges at the site for the following year) (1)

Frank Holten State Park (opens November 1; crossing of Harding Ditch
within confines of site allowed; no hunting from Harding Ditch right-of-
way; drawing for weekly hunter quotas will be held prior to the season;
display windshield card while hunting; harvest report due to site by
January 31, failure shall result in ineligibility to hunt at the site the
following year) (1, starting October 15) (6)

Goode's Woods State Nature Preserve (an antlerless deer must be taken on
the site before an antlered deer is harvested; harvest reports are due to the
site by January 31; failure to submit report shall result in the loss of
hunting privileges at the site for the following year) (1)

Horseshoe Lake State Park (Madison County) (hunting in designated areas
only; an antlerless deer must be taken on the site before an antlered deer is
harvested; harvest reports are due to the site by December 31; failure to
submit report shall result in the loss of hunting privileges at the site for the
following year) (1)

Pere Marquette State Park (hunting allowed in group camping areas only;
season begins the first weekday after camps close)

Zoeller State Natural Area (1) (6)

State regulations shall apply except that hunters must obtain a free permit from
the site office. This permit must be in possession while hunting and must be
returned, and harvest reported, to the address indicated on the card before
February 15. Failure to return the permit shall result in loss of hunting privileges
at that site for the following year.

*

Horseshoe Lake State Park (Madison County — Gaberet, Mosenthein and
Chouteau Island Units)

Statewide regulations shall apply except that no hunting is permitted on days
that\Wednesday-through-Sunday-of the site is open tosHe's permit pheasant season.

Chain O'Lakes State Park (season opens Monday prior to opening of
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permit pheasant hunting season and closes before-Fuesday-foHewingthe
elose-of the controlled pheasant clean up huntpermitpheasant-hunting

seasen; season reopens on December 26 throughti close of regular
season) (3) (6)

Iroquois County State Conservation Area (permit pheasant hunting units
are closed to archery hunting on days the site is open to permit pheasant
hunting, archery hunting is open under statewide regulations in non-permit
pheasant hunting units) (6)

Wayne Fitzgerrell State Recreation Area (no bowhunting during
controlled hunts as posted at the site) (2)

Statewide regulations shall apply at the following sites except that nonresident
hunter quotas shall be filled by mail-in drawing. Information about specific
drawing dates and application procedures will be publicly announced. Successful
applicants will be issued a free permit from the site office. This permit must be in
possession while hunting and must be returned and harvest reported to the address
indicated on the card before February 15. Failure to return the permit shall result
in loss of hunting privileges at that site for the following year.

Jim Edgar Panther Creek State Fish and Wildlife Area (Open Unit and
West Open Unit closed to archery hunting during the Youth Deer Season)

1) 4 (6)

* Sangchris Lake State Park (site will be closed to archery deer hunting
during the second firearm deer season) (1) (4) (6)

Statewide regulations shall apply at this site except that hunter quotas for specific
periods shall be filled by mail-in drawing. Only Illinois residents are eligible to
apply. Information about drawing dates and application procedures will be
publicly announced.

Hennepin Canal State Trail (hunters must stay in their designated zone; an
antlerless deer must be taken on the site before an antlered deer may be
taken) (1) (6)

Illinois Beach State Park, North Dunes Nature Preserve and Illinois Beach
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Nature Preserve (epens-November-1:-hunting assigned for one week
periods; site-issued windshield card must be displayed while hunting;

harvest report due to site by February 1, failure to report shall result in
ineligibility to hunt at the site the following year)
James Pate Philip State Park and Heron Woods State Habitat Area
Moraine Hills State Park-(6)
Volo Bog State Natural Area-{6)

n) Violations of site specific regulations are petty offenses (see 520 ILCS 5/2.20).

(Source: Amended at 42 1ll. Reg. , effective )
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Heading of the Part: Underground Injection Control Operating Requirements

Code Citation: 35 Ill. Adm. Code 730

Section Numbers: Proposed Actions:
730.101 Amendment
730.102 Amendment
730.103 Amendment
730.104 Amendment
730.105 Amendment
730.106 Amendment
730.108 Amendment
730.113 Amendment
730.132 Amendment
730.133 Amendment
730.134 Amendment
730.151 Amendment
730.161 Amendment
730.162 Amendment
730.164 Amendment
730.165 Amendment
730.167 Amendment
730.171 Amendment
730.172 Amendment
730.181 Amendment
730.182 Amendment
730.184 Amendment
730.185 Amendment
730.188 Amendment
730.189 Amendment
730.190 Amendment
730.191 Amendment
730.193 Amendment
730.194 Amendment
730.195 Amendment

Statutory Authority: 415 ILCS 5/7.2, 13, 22.4, and 27
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A Complete Description of the Subjects and Issues Involved: The amendments to Part
730 are a single segment of the consolidated docket R17-14/R17-15/R18-11/R18-31
rulemaking that also affects 35 1ll. Adm. Code 702, 704, 705, 720 through 728, 733, 738,
739, and 810 through 812. Due to the extreme volume of the consolidated docket, each
Part is covered by a notice in four separate issues of the Illinois Register. Included in this
issue are 35 Ill. Adm. Code 730, 733, 738, 739, and 810 through 812. The consolidated
docket R17-14/R17-15/R18-11/R18-31 rulemaking updates the Illinois hazardous waste,
underground injection control (UIC), and Municipal Solid Waste Landfill (MSWLF)
rules to incorporate amendments adopted by the United States Environmental Protection
Agency (USEPA) during calendar years 2016 and 2017, embracing two update periods:
July 1, 2016 through December 31, 2016 and July 1, 2017 through December 31, 2017.
The consolidated docket R17-14/R17-15/R18-11/R18-31 rulemaking further makes
numerous corrections and non-substantive stylistic revisions that the Board finds
necessary. A comprehensive description is contained in the Board's opinion and order of
March 3, 2016, proposing amendments in docket R16-7, which opinion and order is
available from the address below.

The following briefly summarizes the federal actions in the update periods:

November 28, 2016 (81 Fed. Reg. 85696): USEPA revised requirements for
importing and exporting hazardous waste. USEPA amended 40 C.F.R. 260
through 267, 271, and 273. USEPA intended greater protection of human health
and the environment, greater consistency with current requirements for shipments
between members of the Organization for Economic Cooperation and
Development (OECD), and implementation of electronic submittal of import- and
export-related documents into an Automated Export System.

November 28, 2016 (81 Fed. Reg. 85732): USEPA adopted the GIR, which
extensively revised requirements for generators hazardous waste. USEPA revised
rules in all parts of the hazardous waste rules: 40 C.F.R. 260 through 268, 270,
271, 273, and 279. The GIR also included revisions to RCRA Subtitle D rules in
40 C.F.R. 257 and 258. The federal MSWLF rules are codified in 40 C.F.R. 258.
USEPA intended that reorganization of the hazardous waste generator
requirements would make them more user-friendly and address gaps in the rules
to make them more effective and protective of human health and the environment.
USEPA also corrected inadvertent errors and remove obsolete provisions.
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August 29, 2017 (82 Fed. Reg. 41015): USEPA established the Automated
Export System (AES) filing compliance date, a critical implementation date for
electronic reporting hazardous waste exports. As of December 31, 2017,
exporters of manifested hazardous waste, exporters of universal waste, exporters
of spent lead-acid batteries for recycling or disposal, and exporters of cathode ray
tubes (CRTs) for recycling were to report using the AES for export shipments.
After the AES filing compliance date, the use of paper reporting was no longer
permissible for these exports.

December 26, 2017 (82 Fed. Reg. 60894): USEPA further revised the rules for
imports and exports of hazardous waste. No person can assert a confidential
business information (CBI) claim for documents relating to import, export, and
transit of hazardous waste and those specific to export of excluded CRTS.

Specifically, the amendments to Part 730 make several needed corrections in the text of
the rules.

Tables appear in a document entitled "Identical-in—Substance Rulemaking Addendum
(Proposed)" that the Board added to consolidated docket R17-14/R17-15/R18-11/R18-31.
The tables list the deviations from the literal text of the federal amendments and the
several necessary corrections and stylistic revisions not directly derived from USEPA
actions. Persons interested in the details of those deviations from the literal text should
refer to the Identical-in—Substance Rulemaking Addendum (Proposed) in consolidated
docket R17-14/R17-15/R18-11/R18-31.

Sections 13 and 22.4 of the Environmental Protection Act [415 ILCS 5/13 and 22.4]
provides that Section 5-35 of the Administrative Procedure Act [5 ILCS 100/5-35] does
not apply to this rulemaking. Because this rulemaking is not subject to Section 5-35 of
the APA, it is not subject to First Notice or to Second Notice review by the Joint
Committee on Administrative Rules (JCAR).

Published studies or reports, and sources of underlying data, used to compose this
rulemaking: None

Does this rulemaking replace an emergency rule currently in effect? No

Does this rulemaking contain an automatic repeal date? No
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Does this rulemaking contain incorporations by reference? No

Are there any other rulemakings pending on this Part? No

Statement of Statewide Policy Objective: These proposed amendments do not create or
enlarge a State mandate, as defined in Section 3(b) of the State Mandates Act [30 ILCS
805/3(b)].

Time, Place and Manner in which interested persons may comment on this proposed
rulemaking: The Board will accept written public comment on this proposal for a period
of 45 days after the date of this publication. Comments should reference consolidated
docket R17-14/R17-15/R18-11/R18-31 and be addressed to:

Don A. Brown, Clerk

Illinois Pollution Control Board
State of Illinois Center, Suite 11-500
100 W. Randolph St.

Chicago IL 60601

Please direct inquiries to the following person and reference consolidated docket R17-
14/R17-15/R18-11/R18-31.:

Michael J. McCambridge

Staff Attorney

Illinois Pollution Control Board
100 W. Randolph, 11-500
Chicago IL 60601

312/814-6924
email: michael.mccambridge@illinois.gov

Request copies of the Board's opinion and order at 312/814-3620, or download a copy
from the Board's Website at http:\\www.ipcb.state.il.us.

Initial Requlatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: This rulemaking may affect those small businesses, small
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municipalities, and not-for-profit corporations disposing of industrial wastewaters
into the sewage collection system of a publicly owned treatment works. These
proposed amendments do not create or enlarge a State mandate, as defined in
Section 3(b) of the State Mandates Act [30 ILCS 805/3(b)].

B) Reporting, bookkeeping or other procedures required for compliance: The
existing rules and proposed amendments require extensive reporting, bookkeeping
and other procedures, including the preparation of manifests and annual reports,
waste analyses and maintenance of operating records. These proposed
amendments do not create or enlarge a State mandate, as defined in Section 3(b)
of the State Mandates Act [30 ILCS 805/3(b)].

C) Types of professional skills necessary for compliance: Compliance with the
existing rules and proposed amendments may require the services of an attorney,
certified public accountant, chemist and registered professional engineer. These
proposed amendments do not create or enlarge a State mandate, as defined in
Section 3(b) of the State Mandates Act [30 ILCS 805/3(b)].

14)  Regulatory Agenda on which this rulemaking was summarized: January 2017 and
January 2018

The full text of the Proposed Amendments begins on the next page:
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TITLE 35: ENVIRONMENTAL PROTECTION
SUBTITLE G: WASTE DISPOSAL
CHAPTER I: POLLUTION CONTROL BOARD
SUBCHAPTER d: UNDERGROUND INJECTION CONTROL AND
UNDERGROUND STORAGE TANK PROGRAMS

PART 730
UNDERGROUND INJECTION CONTROL OPERATING REQUIREMENTS

SUBPART A: GENERAL

Applicability, Scope, and Effective Date
Laws Authorizing Regulations

Definitions

Criteria for Exempted Aquifers
Classification of Injection Wells

Area of Review

Corrective Action

Mechanical Integrity

Criteria for Establishing Permitting Priorities
Plugging and Abandoning Wells

SUBPART B: CRITERIA AND STANDARDS APPLICABLE
TO CLASS | NON-HAZARDOUS WASTE INJECTION WELLS

Applicability

Construction Requirements

Operating, Monitoring, and Reporting Requirements
Information to be Considered by the Agency

SUBPART C: CRITERIA AND STANDARDS APPLICABLE
TO CLASS Il INJECTION WELLS

Adoption of Criteria and Standards Applicable to Class Il Injection Wells by the
Illinois Department of Natural Resources, Office of Mines and Minerals
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SUBPART D: CRITERIA AND STANDARDS APPLICABLE
TO CLASS 11 INJECTION WELLS

Section
730.131 Applicability
730.132 Construction Requirements
730.133 Operating, Monitoring, and Reporting Requirements
730.134 Information to be Considered by the Agency
SUBPART F: CRITERIA AND STANDARDS APPLICABLE
TO CLASS V INJECTION WELLS
Section
730.151 Applicability
730.152 Inventory and Assessment (Repealed)
SUBPART G: CRITERIA AND STANDARDS APPLICABLE TO
CLASS | HAZARDOUS WASTE INJECTION WELLS
Section
730.161 Applicability and Definitions
730.162 Minimum Criteria for Siting
730.163 Area of Review
730.164 Corrective Action for Wells in the Area of Review
730.165 Construction Requirements
730.166 Logging, Sampling, and Testing Prior to New Well Operation
730.167 Operating Requirements
730.168 Testing and Monitoring Requirements
730.169 Reporting Requirements
730.170 Information to be Evaluated
730.171 Closure
730.172 Post-Closure Care
730.173 Financial Responsibility for Post-Closure Care

SUBPART H: CRITERIA AND STANDARDS APPLICABLE TO CLASS VI WELLS

Section
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730.181 Applicability

730.182 Required Class VI Injection Well Permit Information
730.183 Minimum Criteria for Siting

730.184 Area of Review and Corrective Action

730.185 Financial Responsibility

730.186 Injection Well Construction Requirements

730.187 Logging, Sampling, and Testing Prior to Injection Well Operation
730.188 Injection Well Operating Requirements

730.189 Mechanical Integrity

730.190 Testing and Monitoring Requirements

730.191 Reporting Requirements

730.192 Injection Well Plugging

730.193 Post-Injection Site Care and Site Closure

730.194 Emergency and Remedial Response

730.195 Alternative Class VI Injection Well Depth Requirements

AUTHORITY:: Implementing Sections 7.2, 13, and 22.4 and authorized by Section 27 of the
Environmental Protection Act [415 ILCS 5/7.2, 13, 22.4, and 27].

SOURCE: Adopted in R81-32 at 6 Ill. Reg. 12479, effective March 3, 1984; amended in R82-19
at 7 11l. Reg. 14426, effective March 3, 1984; recodified at 10 Ill. Reg. 14174; amended in R89-2
at 14 1ll. Reg. 3130, effective February 20, 1990; amended in R89-11 at 14 Ill. Reg. 11959,
effective July 9, 1990; amended in R93-6 at 17 Ill. Reg. 15646, effective September 14, 1993;
amended in R94-5 at 18 Ill. Reg. 18391, effective December 20, 1994; amended in R95-4 at 19
I1l. Reg. 10047, effective June 27, 1995; amended in R00-11/R01-1 at 24 11l. Reg. 18680,
effective December 7, 2000; amended in R06-16/R06-17/R06-18 at 31 Ill. Reg. 1281, effective
December 20, 2006; amended in R11-14 at 36 Ill. Reg. 1661, effective January 20, 2012;
amended in R17-14/R17-15/R18-12 at 42 1ll. Reg. , effective .

SUBPART A: GENERAL
Section 730.101 Applicability, Scope, and Effective Date

a) This Part sets forth technical criteria and standards for the Underground Injection
Control (UIC) Program. This Part must be read in conjunction with 35 Ill. Adm.
Code 702, 704, and 705, which also apply to the UIC program. 35 Ill. Adm. Code
702 and 704 prescribe the regulatory requirements for the UIC permit program.
35 Ill. Adm. Code 704 further outlines hazardous waste management
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requirements and sets forth the financial assurance requirements applicable to
Class I hazardous waste injection wells and requirements applicable to certain
types of Class V injection wells. 35 Ill. Adm. Code 705 describes the procedures
the Agency must use for issuing UIC permits.

b) AnyOn-and-afterFebruary-1,-1984,any underground injection that is not

authorized by rule or by permit is unlawful.

c) Electronic reporting. The filing of any document pursuant to any provision of this
Part as an electronic document is subject to 35 Ill. Adm. Code 720.104.

BOARD NOTE: Subsection (c) ef-this-Section-is derived from 40 CFR 3 and
145.11(a)(33) (2017)(2011).

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.102 Laws Authorizing Regulations

The laws authorizing these regulations and all other UIC program regulations are included in the
Environmental Protection Act{415-H-CS-5}, as amended.

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.103 Definitions
The following definitions apply to the underground injection control program.

"Abandoned well" means a well whose use has been permanently discontinued or
that is in a state of disrepair such that it cannot be used for its intended purpose or
for observation purposes.

"Act" means the Solid Waste Disposal Act, as amended by the Resource
Conservation and Recovery Act of 1976 (P.L. 94-580, as amended by P.L. 95-
609, 42 USC 6901).

"Administrator" means the Administrator of the U.S. Environmental Protection
Agency or the Administrator's designee.
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"Agency" means the Illinois Environmental Protection Agency.

"Application” means the Agency forms for applying for a permit, including any
additions, revisions, or modifications to the forms. For RCRA, application also
includes the information required by the Agency pursuant to 35 Ill. Adm. Code
703.182-703.188 and 703.200 (contents of Part B of the RCRA application).

"Aquifer" means a geologic formation, group of formations or part of a formation
that is capable of yielding a significant amount of water to a well or spring.

"Area of review" means the area surrounding an "injection well" described
according to the criteria set forth in Section 730.106 or, in the case of an area
permit, the project area plus a circumscribing area the width of which is either
402 meters (one-quarter mile) or a number calculated according to the criteria set
forth in Section 730.106.

"Casing" means a pipe or tubing of appropriate material, of varying diameter and
weight, lowered into a borehole during or after drilling in order to support the
sides of the hole and thus prevent the walls from caving, to prevent loss of drilling
mud into porous ground or to prevent water, gas, or other fluid from entering or
leaving the hole.

"Catastrophic collapse” means the sudden and utter failure of overlying "strata™
caused by removal of underlying materials.

"Cementing" means the operation whereby a cement slurry is pumped into a
drilled hole or forced behind the casing.

"Cesspool™ means a "drywell" that receives untreated sanitary waste containing
human excreta and which sometimes has an open bottom or perforated sides.

"Confining bed" means a body of impermeable or distinctly less permeable
material stratigraphically adjacent to one or more aquifers.

"Confining zone" means a geologic formation, group of formations, or part of a
formation that is capable of limiting fluid movement above an injection zone.

"Contaminant” means any physical, chemical, biological, or radiological
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substance or matter in water.

"Conventional mine" means an open pit or underground excavation for the
production of minerals.

"Director"” means the Director of the Illinois Environmental Protection Agency or
the Administrator's designee.

"Disposal well" means a well used for the disposal of waste into a subsurface
stratum.

"Drywell" means a well, other than an improved sinkhole or subsurface fluid
distribution system, that is completed above the water table so that its bottom and
sides are typically dry except when receiving fluids.

"Effoctive date of the LULC " Fel 1 1084

"Environmental Protection Act" means the Environmental Protection Act [415
ILCS 5].

"EPA" or "USEPA" means the United States Environmental Protection Agency.

"Exempted aquifer" means an "aquifer” or its portion that meets the criteria in the
definition of "underground source of drinking water" but which has been
exempted according to the procedures of 35 Ill. Adm. Code 704.123, 704.104, and
702.105.

"Existing injection well" means an "injection well" other than a "new injection
well-".

"Experimental technology" means a technology that has not been proven feasible
under the conditions in which it is being tested.

"Facility or activity" means any HWM facility, UIC injection well, or any other
facility or activity (including land or appurtenances thereto) that is subject to
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regulation under the "State" RCRA or UIC program.

"Fault" means a surface or zone of rock fracture along which there has been
displacement.

"Flow rate" means the volume per unit time of the flow of a gas or other fluid
substance that emerges from an orifice, pump or turbine or which passes along a
conduit or channel.

"Fluid" means material or substance that flows or moves, whether in a semisolid,
liquid sludge, gas, or any other form or state.

"Formation" means a body of rock characterized by a degree of lithologic
homogeneity that is prevailingly, but not necessarily, tabular and is mappable on
the earth's surface or traceable in the subsurface.

"Formation fluid" means fluid present in a formation under natural conditions as
opposed to introduced fluids, such as drilling mud.

"Generator" means any person, by site location, whose act or process produces
hazardous waste identified or listed in 35 Ill. Adm. Code 721.

"Groundwater" means water below the land surface in a zone of saturation.

"Hazardous waste" means a hazardous waste as defined in 35 Ill. Adm. Code
721.103.

"Hazardous waste management facility" or "HWM facility" means all contiguous
land, and structures, other appurtenances and improvements on the land used for
treating, storing, or disposing of hazardous waste. A facility may consist of
several treatment, storage, or disposal operational units (for example, one or more
landfills, surface impoundments, or combination of them).

"HWM facility" means Hazardous waste management facility.

"Illinois™ means the State of Illinois.

"Improved sinkhole" means a naturally occurring karst depression or other natural
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crevice that is found in volcanic terrain and other geologic settings that have been
modified by man for the purpose of directing and emplacing fluids into the
subsurface.

"Injection well" means a well into which fluids are being injected.

"Injection zone™ means a geologic formation, group of formations, or part of a
formation receiving fluids through a well.

"Lithology" means the description of rocks on the basis of their physical and
chemical characteristics.

"Owner or operator” means the owner or operator of any facility or activity
subject to regulation under RCRA, UIC, or the Environmental Protection Act.

"Packer" means a device lowered into a well that can be expanded to produce a
fluid-tight seal.

"Permit" means an authorization, license, or equivalent control document issued

by the Agency to implement the requirements of this Part and 35 Ill. Adm. Code
702 through 705. Permit does not include RCRA interim status (Subpart C of 35
I1l. Adm. Code 703), UIC authorization by rule (Subpart C of 35 Ill. Adm. Code

704), or any permit that has not yet been the subject of final Agency action, such
as a draft permit or a proposed permit.

"Plugging" means the act or process of stopping the flow of water, oil, or gas into
or out of a formation through a borehole or well penetrating that formation.

"Plugging record” means a systematic listing of permanent or temporary
abandonment of water, oil, gas, test, exploration, and waste injection wells, and
may contain a well log, description of amounts and types of plugging material
used, the method employed for plugging, a description of formations that are
sealed and a graphic log of the well showing formation location, formation
thickness, and location of plugging structures.

"Point of injection;", for a Class V injection well, means the last accessible
sampling point prior to waste fluids being released into the subsurface
environment through the well. For example, the point of injection of a Class V
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septic system might be the distribution box — the last accessible sampling point
before the waste fluids drain into the underlying soils. For a dry well, it is likely
to be the well bore itself.

"Pressure” means the total load or force per unit area acting on a surface.
"Project™ means a group of wells in a single operation.

"Radioactive Waste" means any waste that contains radioactive material in
concentrations that exceed those listed in Table Il, column 2 in appendix B to 10
CFR 20 (Water Effluent Concentrations), incorporated by reference in 35 IlI.
Adm. Code 720.111.

"RCRA" means the Solid Waste Disposal Act, as amended by the Resource
Conservation and Recovery Act of 1976 (42 USC 6901 et seq.).

"Sanitary waste" means liquid or solid wastes originating solely from humans and
human activities, such as wastes collected from toilets, showers, wash basins,
sinks used for cleaning domestic areas, sinks used for food preparation, clothes
washing operations, and sinks or washing machines where food and beverage
serving dishes, glasses, and utensils are cleaned. Sources of these wastes may
include single or multiple residences, hotels and motels, restaurants, bunkhouses,
schools, ranger stations, crew quarters, guard stations, campgrounds, picnic
grounds, day-use recreation areas, other commercial facilities, and industrial
facilities, provided the waste is not mixed with industrial waste.

"SDWA" means the Safe Drinking Water Act (42 USC 300(f) et seq.).

"Septic system™ means a well that is used to emplace sanitary waste below the
surface and which is typically comprised of a septic tank and subsurface fluid
distribution system or disposal system.

"Site” means the land or water area where any facility or activity is physically
located or conducted, including adjacent land used in connection with the facility
or activity.

"Sole or principal source aquifer” means an aquifer that has been designated by
the Administrator pursuant to Section 1424(a) or (e¢) of SDWA (42 USC 300h-
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3(a) or (e)).
"State" means the State of Illinois.

"Stratum” (plural strata) means a single sedimentary bed or layer, regardless of
thickness, that consists of generally the same kind of rock material.

"Subsidence” means the lowering of the natural land surface in response to: earth
movements; lowering of fluid pressure, removal of underlying supporting material
by mining or solution of solids, either artificially or from natural causes;
compaction due to wetting (hydrocompaction); oxidation of organic matter in
soils; or added load on the land surface.

"Subsurface fluid distribution system" means an assemblage of perforated pipes,
drain tiles, or other similar mechanisms intended to distribute fluids below the
surface of the ground.

"Surface casing" means the first string of well casing to be installed in the well.
"Total dissolved solids™ or "TDS" means the total dissolved (filterable) solids, as
determined by use of the method specified in 40 CFR 136.3 (Identification of Test
Procedures; the method for filterable residue), incorporated by reference in 35 Ill.
Adm. Code 720.111.

"UIC" means the Underground Injection Control program under Part C of the
Safe Drinking Water Act (42 USC 300h through 300h-8), including the approved
[linois program.

"Underground injection™ means a "well injection.".

"Underground source of drinking water" or "USDW" means an aquifer or its
portion of which the following is true:

It supplies any public water system; or

It contains a sufficient quantity of groundwater to supply a public water
system; and
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It currently supplies drinking water for human consumption; or
It contains less than 10,000 mg/{ total dissolved solids; and
It is not an exempted "aquifer-".

"USDW" means underground source of drinking water.
"Well" means a bored, drilled, or driven shaft whose depth is greater than the
largest surface dimension; a dug hole whose depth is greater than the largest
surface dimension; an improved sinkhole; or a subsurface fluid distribution
system.

"Well injection™ means the subsurface emplacement of fluids through a well.

"Well monitoring™ means the measurement, by on-site instruments or laboratory
methods, of the quality of water in a well.

"Well plug" means a watertight and gastight seal installed in a borehole or well to
prevent movement of fluids.

"Well stimulation™ means several processes used to clean the well bore, enlarge
channels, and increase pore space in the interval to be injected, thus making it
possible for wastewater to move more readily into the formation, and includes
surging, jetting, blasting, acidizing, and hydraulic fracturing.

BOARD NOTE: Derived from 40 CFR 146.3 (2017){2011).

(Source: Amended at 42 1ll. Reg. , effective )
Section 730.104 Criteria for Exempted Aquifers

An aquifer or a portion of an aquifer that meets the criteria for an "underground source of
drinking water" in Section 730.103 is an "exempted aquifer" for a Class I, Class Il1, or Class V
injection well if the Board determines pursuant to 35 I1ll. Adm. Code 704.123 that the aquifer
meets the criteria of either subsections (a) and (b) or (a) and (c)-ef-this-Sectien. For a Class VI
injection well, the Board must determine that the well meets the criteria of subsection (d)-ef-this
Sesbon
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The aquifer does not currently serve as a source of drinking water; and

The aquifer cannot now and will not in the future serve as a source of drinking
water because one or more of the following is true of the aquifer:

1) The aquifer is mineral, hydrocarbon, or geothermal energy producing, or a
permit applicant can demonstrate, as part of a permit application for a
Class Il or Il injection well, that the aquifer contains minerals or
hydrocarbons that are expected to be commercially producible considering
their quantity and location;

2) The aquifer is situated at a depth or location that makes recovery of water
for drinking water purposes economically or technologically impractical,

3) The aquifer is so contaminated that it would be economically or
technologically impractical to render that water fit for human
consumption; or

4) The aquifer is located over a Class Il injection well mining area subject to
subsidence or catastrophic collapse; or

The total dissolved solids content of the groundwater in the aquifer is more than
3,000 and less than 10,000 mg/€, and the aquifer is not reasonably expected to
supply a public water system.

The areal extent of an aquifer exemption for a Class Il enhanced oil recovery or
enhanced gas recovery well is expanded for the exclusive purpose of Class VI
injection for geologic sequestration pursuant to 35 Ill. Adm. Code 704.123(d) if
the Agency determines that the aquifer meets the following criteria:

1) The aquifer does not currently serve as a source of drinking water;

2) The total dissolved solids content of the ground water in the aquifer is
greater than 3,000 mg/{ and less than 10,000 mg/{; and

3) The aquifer is not reasonably expected to supply a public water system.
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BOARD NOTE: Derived from 40 CFR 146.4 (2017){2011).

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.105 Classification of Injection Wells
Injection wells are classified as follows:
a) Class I injection wells. A Class I injection well is any of the following:

1) A Class | hazardous waste injection well that is used by a generator of
hazardous waste or an owner or operator of a hazardous waste
management facility to inject hazardous waste beneath the lowermost
formation containing an underground source of drinking water within 402
meters (one-quarter mile) of the well bore.

2) An industrial or municipal disposal well that injects fluids beneath the
lowermost formation containing an underground source of drinking water
within 402 meters (one-quarter mile) of the well bore.

3) A radioactive waste disposal well that injects fluids below the lowermost
formation containing an underground source of drinking water within 402
meters (one-quarter mile) of the well bore.

b) Class Il injection wells. A Class Il injection well is one that injects any of the
following types of fluids:

1) Fluids that are brought to the surface in connection with conventional oil
or natural gas production and which may be commingled with wastewaters
from gas plants that are an integral part of production operations, unless
those waters are classified as a hazardous waste at the time of injection;

2) Fluids that are used for enhanced recovery of oil or natural gas; and

3) Fluids that are used for storage of hydrocarbons that are liquid at standard
temperature and pressure.

C) Class Il injection wells. A Class Il injection well is one that injects fluid for
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extraction of minerals, including one used in any of the following activities:
1) Mining of sulfur by the Frasch process;

2) In situ production of uranium or other metals. This category includes only
in situ production from ore bodies that have not been conventionally
mined. Solution mining of conventional mines, such as stopes leaching, is
included in Class V; or

3) Solution mining of salts or potash.

BOARD NOTE: Class Il injection well would include a well that is used for the
recovery of geothermal energy to produce electric power, but would not include a
well that is used in heating or aquaculture that falls under Class V.

Class IV injection wells. A Class IV injection well is any of the following:

1) A well used by a generator of hazardous waste or of radioactive waste, by
an owner or operator of a hazardous waste management facility, or by an
owner or operator of a radioactive waste disposal site to dispose of
hazardous waste or radioactive waste into a formation that contains an
underground source of drinking water within 402 meters (one-quarter
mile) of the well.

2) A well used by a generator of hazardous waste or of radioactive waste, by
an owner or operator of a hazardous waste management facility, or by an
owner or operator of a radioactive waste disposal site to dispose of
hazardous waste or radioactive waste above a formation that contains an
underground source of drinking water within 402 meters (one-quarter
mile) of the well.

3) A well used by a generator of hazardous waste or an owner or operator of
a hazardous waste management facility to dispose of hazardous waste that
cannot be classified pursuant to subsection (a)(1), (d)(1), or (d)(2) ef-this
Seetien-(e.g., wells used to dispose of hazardous wastes into or above a
formation that contains an aquifer that has been exempted pursuant to
Section 730.104).
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Class V injection wells. A Class V injection well is any not included in Class I,
Class I, Class 111, Class IV, or Class VI. Specific types of Class V injection wells
include the following:

1)

2)

3)

4)

5)
6)

7)

8)

9)

Air conditioning return flow wells used to return the water used in a heat
pump for heating or cooling to the supply aquifer;

Cesspools, including multiple dwelling, community, or regional cesspools,
or other devices that receive wastes that have an open bottom and
sometimes have perforated sides. The UIC requirements do not apply to
single family residential cesspools or to non-residential cesspools that
receive solely sanitary wastes and have the capacity to serve fewer than 20
persons a day;

Cooling water return flow wells used to inject water previously used for
cooling;

Drainage wells used to drain surface fluid, primarily storm runoff, into a
subsurface formation;

Dry wells used for the injection of wastes into a subsurface formation;
Recharge wells used to replenish the water in an aquifer;

Salt water intrusion barrier wells used to inject water into a fresh water
aquifer to prevent the intrusion of salt water into the fresh water;

Sand backfill and other backfill wells used to inject a mixture of water and
sand, mill tailings, or other solids into mined out portions of subsurface
mines whether what is injected is a radioactive waste or not;

Septic system wells used to inject the waste or effluent from a multiple
dwelling, business establishment, community, or regional business
establishment septic tank. The UIC requirements do not apply to single
family residential septic system wells, or to nonresidential septic system
wells that are used solely for the disposal of sanitary waste and which
have the capacity to serve fewer than 20 persons a day;
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10) Subsidence control wells (not used for the purpose of oil or natural gas
production) used to inject fluids into a non-oil or gas producing zone to
reduce or eliminate subsidence associated with the overdraft of fresh
water;

11) Radioactive waste disposal wells other than Class IV injection wells;

12) Injection wells associated with the recovery of geothermal energy for
heating, aquaculture, or production of electric power;

13) Wells used for solution mining of conventional mines such as stopes
leaching;

14) Wells used to inject spent brine into the same formation from which it was
withdrawn after extraction of halogens or their salts; and

15) Injection wells used in experimental technologies.

f) Class VI injection wells. A Class VI injection well is any of the following:

1) An injection well that is not experimental in nature and which is used for
geologic sequestration of carbon dioxide beneath the lowermost formation
containing a USDW;

2) An injection well that is used for geologic sequestration of carbon dioxide
and which has been granted a permit that includes alternative injection
well depth requirements pursuant to Section 730.195; or

3) An injection well that is used for geologic sequestration of carbon dioxide

and which has received an expansion to the areal extent of an existing
Class 11 enhanced oil recovery or enhanced gas recovery aquifer
exemption pursuant to Section 730.104 and 35 Ill. Adm. Code 704.123(d).

BOARD NOTE: Derived from 40 CFR 146.5 (2017){2011).

(Source: Amended at 42 Ill. Reg. , effective )

Section 730.106 Area of Review
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The area of review for each injection well or each field, project, or area in Illinois must be
determined according to either subsection (a) or (b)-ef-this-Sectien. The Agency may solicit
input from the owners or operators of injection wells within Illinois as to which method is most
appropriate for each geographic area or field.

a) Zone of endangering influence.

1)

2)

The zone of endangering influence must be the applicable of the
following:

A) In the case of an application for a well permit pursuant to 35 Ill.
Adm. Code 704.161, that area the radius of which is the lateral
distance in which the pressures in the injection zone may cause the
migration of the injection or formation fluid into an underground
source of drinking water; or

B) In the case of an application for an area permit pursuant to 35 IIl.
Adm. Code 704.162, the project area plus a circumscribing area
the width of which is the lateral distance from the perimeter of the
project area, in which the pressures in the injection zone may cause
the migration of the injection or formation fluid into an
underground source of drinking water.

Computation of the zone of endangering influence may be based upon the
parameters listed below and should be calculated for an injection time
period equal to the expected life of the injection well or pattern. The
following modified This equation illustrates one form that the
mathematical model may take.

_ \/ 2.25 kHt
r= S x 10*

where;

_ 4 KH (hw- hpo X SbGb)
= 230
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r = Radius of endangering influence from injection well (length)
k = Hydraulic conductivity of the injection zone (length/time)
H = Thickness of the injection zone (length)
t = Time of injection (time)
S = Storage coefficient (dimensionless)
Q = Injection rate (volume/time)
hoo = Observed original hydrostatic head of injection zone (length)
measured from the base of the lowermost underground source
of drinking water
hw = Hydrostatic head of underground source of drinking water
(length) measured from the base of the lowest underground
source of drinking water
SpGp = Specific gravity of fluid in the zone (dimensionless)
Pi = 3.14159 (dimensionless)-

3) The above equation is based on the following assumptions:
A) The injection zone is homogenous and isotropic;
B) The injection zone has infinite area extent;

C) The injection well penetrates the entire thickness of the injection
Zone;

D) The well diameter is infinitesimal compared to "r" when injection
time is longer than a few minutes; and

E) The emplacement of fluid into the injection zone creates
instantaneous increase in pressure.

b) Fixed radius.
1) In the case of an application for a well permit pursuant to 35 Ill. Adm.
Code 704.161, a fixed radius around the well of not less than 402 meters

(one-quarter mile) may be used.

2) In the case of an application for an area permit pursuant to 35 Ill. Adm.
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Code 704.162, a fixed width of not less than 402 meters (one-quarter mile)
for the circumscribing area may be used.

3) In determining the fixed radius, the following factors must be taken into
consideration: the chemistry of injected and formation fluids; the
hydrogeology; the population and groundwater use and dependence; and
historical practices in the area.

C) If the area of review is determined by a mathematical model pursuant to
subsection (a)-of this-Section, the permissible radius is the result of such
calculation even if it is less than 402 meters (one-quarter mile).

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.108 Mechanical Integrity

a)

b)

The owner or operator must demonstrate mechanical integrity when required by
other Sections. An injection well has mechanical integrity if both of the following
conditions are fulfilled:

1) There is no significant leak in the casing, tubing, or packer; and

2) There is no significant fluid movement into an underground source of
drinking water through vertical channels adjacent to the injection bore.

One of the following tests must be used to demonstrate the absence of significant
leaks pursuant to subsection (a)(1)-ef-this-Section:

1) Following an initial pressure test, monitoring of the tubing-casing annulus
pressure with sufficient frequency to be representative, as determined by
the Agency, while maintaining an annulus pressure different from
atmospheric pressure measured at the surface; or

2) A pressure test with liquid or gas.

One of the following methods may be used to determine the absence of significant
fluid movement pursuant to subsection (a)(2)-ef-this-Sectien:
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1) The results of a temperature or noise log;

2) For Class Il injection wells where the nature of the casing precludes the
use of the logging techniques prescribed at subsection (c)(1)-ef-this
Seetien, cementing records demonstrating the presence of adequate
cement to prevent migration; or

3) For Class Il injection wells where the Agency elects to rely on cementing
records to demonstrate the absence of significant fluid movement, the
monitoring program prescribed by 35 Ill. Adm. Code 730.113(b) must be
designed to verify the absence of significant fluid movement.

d) The Agency may allow the use of a test to demonstrate mechanical integrity other
than those listed in subsections (b) and (c)-ef-this-Sectien. To obtain approval, the
owner or operator must submit a written request to the Agency that sets forth the
proposed test and all technical data supporting its use. The Agency must approve
the request if the test will reliably demonstrate the mechanical integrity of wells
for which its use is proposed.

e) In conducting and evaluating the tests enumerated in this Section or others to be
allowed by the Agency, the owner or operator and the Agency must apply
methods and standards generally accepted in the industry. When the owner or
operator reports the results of mechanical integrity tests to the Agency, it must
include a description of the test and the method used. In making its evaluation,
the Agency must review monitoring and other test data submitted since the
previous evaluation.

f) The Agency may require additional or alternative tests if the results presented by
the owner or operator pursuant to subsection (e) ef-this-Sectien-are not
satisfactory to the Agency to demonstrate that there is no movement of fluid into
or between USDWs resulting from the injection activity.

(Source: Amended at 42 1ll. Reg. , effective )

SUBPART B: CRITERIA AND STANDARDS APPLICABLE
TO CLASS | NON-HAZARDOUS WASTE INJECTION WELLS

Section 730.113 Operating, Monitoring, and Reporting Requirements
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Operating Requirements. Operating requirements must, at a minimum, specify
the following:

1)

2)

3)

That, except during stimulation, injection pressure at the wellhead must
not exceed a maximum that must be calculated so as to assure that the
pressure in the injection zone during injection does not initiate new
fractures or propagate existing fractures in the injection zone. In no case
must injection pressure initiate fractures in the confining zone or cause the
movement of injection or formation fluids into an underground source of
drinking water;

That injection between the outermost casing protecting underground
sources of drinking water and the well bore is prohibited; and

That, unless an alternative to a packer has been approved pursuant to
Section 730.112(c), the annulus between the tubing and the long string of
casings must be filled with a fluid approved by permit condition, and a
pressure prescribed by permit condition must be maintained on the
annulus.

Monitoring Requirements. Monitoring requirements must, at a minimum, include
all of the following:

1)

2)

3)

4)

The analysis of the injected fluids with sufficient frequency to yield
representative data of their characteristics;

Installation and use of continuous recording devices to monitor injection
pressure, flow rate, and volume, and the pressure on the annulus between
the tubing and the long string of casing;

A demonstration of mechanical integrity pursuant to Section 730.108 at
least once every five years during the life of the well; and

The type, number, and location of wells within the area of review to be
used to monitor any migration of fluids into and pressure in the
underground sources of drinking water, the parameters to be measured,
and the frequency of monitoring.
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C) Reporting Requirements. Reporting requirements must, at a minimum, include:
1) Quarterly reports to the Agency on each of the following:
A) The physical, chemical, and other relevant characteristics of
injection fluids;
B) The monthly average, maximum, and minimum values for
injection pressure, flow rate and volume, and annular pressure; and
C) The results of monitoring prescribed pursuant to subsection (b)(4)
2) Reporting the results, with the first quarterly report after the completion of

each of the following:
A) Periodic tests of mechanical integrity;

B) Any other test of the injection well conducted by the permittee if
required by permit condition; and

C) Any well work over.

d) Ambient monitoring.

1)

2)

Based on a site-specific assessment of the potential for fluid movement
from the well or injection zone and on the potential value of monitoring
wells to detect such movement, the Agency must require the owner or
operator to develop a monitoring program. At a minimum, the Agency
must require monitoring of the pressure buildup in the injection zone
annually, including at a minimum, a shut down of the well for a time
sufficient to conduct a valid observation of the pressure fall-off curve.

When prescribing a monitoring system the Agency may also require:

A) Continuous monitoring for pressure changes in the first aquifer
overlying the confining zone. When such a well is installed, the
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owner or operator must, on a quarterly basis, sample the aquifer
and analyze for constituents specified by permit condition;

B) The use of indirect, geophysical techniques to determine the
position of the waste front, the water quality in a formation
designated by permit condition or to provide other site-specific
data;

C) Periodic monitoring of the ground water quality in the first aquifer
overlying the injection zone;

D) Periodic monitoring of the ground water quality in the lowermost
USDW; and

E) Any additional monitoring necessary to determine whether fluids
are moving into or between USDWs.

BOARD NOTE: Derived from 40 CFR 146.13 (2017){20605}.

(Source: Amended at 42 1ll. Reg. , effective )

SUBPART D: CRITERIA AND STANDARDS APPLICABLE
TO CLASS 11 INJECTION WELLS

Section 730.132 Construction Requirements

a)

A new Class Il injection well must be cased and cemented to prevent the
migration of fluids into or between underground sources of drinking water. The
Agency may waive the cementing requirements for a new well in existing projects
or portions of existing projects where it has substantial evidence that no
contamination of underground sources of drinking water would result. The casing
and cement used in the construction of each newly drilled well must be designed
for the life expectancy of the well. In determining and specifying casing and
cementing requirements, the following factors must be considered:

1) The depth to the injection zone;

2) The injection pressure, external pressure, internal pressure, axial loading,
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etc.;
3) The hole size;

4) The size and grade of all casing strings (wall thickness, diameter, nominal
weight, length, joint specification, and construction material);

5) The corrosiveness of injected fluids and formation fluids;
6) The lithology of injection and confining zones; and
7) The type and grade of cement.

Appropriate logs and other tests must be conducted during the drilling and
construction of a new Class Il injection well. A descriptive report interpreting
the results of such logs and tests must be prepared by a knowledgeable log analyst
and submitted to the Agency. The logs and tests appropriate to each type of Class
I11 injection well must be determined based on the intended function, depth,
construction, and other characteristics of the well; the availability of similar data
in the area of the drilling site; and the need for additional information that may
arise from time to time as the construction of the well progresses. Deviation
checks must be conducted on all holes where pilot holes and reaming are used,
unless the hole will be cased and cemented by circulating cement to the surface.
Where deviation checks are necessary they must be conducted at sufficiently
frequent intervals to assure that vertical avenues for fluid migration in the form of
diverging holes are not created during drilling.

Where the injection zone is a formation that is naturally water-bearing, the
following information concerning the injection zone must be determined or
calculated for a new Class Il injection well or project:

1) The fluid pressure;

2) The fracture pressure; and

3) The physical and chemical characteristics of the formation fluids.

Where the injection formation is not a water-bearing formation, the information in
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subsection (¢)(2) efthis-Sectien-must be submitted.

Where injection is into a formation that contains water with less than 10,000 mg/t
TDS, monitoring wells must be completed into the injection zone and into any
underground sources of drinking water above the injection zone that could be
affected by the mining operation. These wells must be located in such a fashion
as to detect any excursion of injection fluids, process by-products, or formation
fluids outside the mining area or zone. If the operation may be affected by
subsidence or catastrophic collapse, the monitoring wells must be located so that
they will not be physically affected.

Where injection is into a formation that does not contain water with less than
10,000 mg/¢ TDS, no monitoring wells are necessary in the injection stratum.

Where the injection wells penetrate an USDW in an area subject to subsidence or
catastrophic collapse, an adequate number of monitoring wells must be completed
into the USDW to detect any movement of injected fluids, process by-products, or
formation fluids into the USDW. The monitoring wells must be located outside
the physical influence of the subsidence or catastrophic collapse.

In determining the number, location, construction, and frequency of monitoring of
the monitoring wells the following criteria must be considered:

1) The population relying on the USDW affected or potentially affected by
the injection operation;

2) The proximity of the injection operation to points of withdrawal of
drinking water;

3) The local geology and hydrology;

4) The operating pressures and whether a negative pressure gradient is being
maintained;

5) The nature and volume of the injected fluid, the formation water, and the
process by-products; and

6) The injection well density.
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(Source: Amended at 42 1ll. Reg. , effective )

Section 730.133 Operating, Monitoring, and Reporting Requirements

a)

b)

Operating requirements. Operating requirements prescribed must, at a minimum,
specify each of the following:

1) That, except during well stimulation, the injection pressure at the wellhead
must be calculated so as to assure that the pressure in the injection zone
during injection does not initiate new fractures or propagate existing
fractures in the injection zone. In no case must injection pressure initiate
fractures in the confining zone or cause the migration of injection or
formation fluids into an underground source of drinking water; and

2) That injection between the outermost casing protecting underground
sources of drinking water and the well bore is prohibited.

Monitoring requirements. Monitoring requirements must, at a minimum, specify
the information set forth in subsections (b)(1) through (b)(5)-ef this-Section:

1) Monitoring of the nature of injected fluids with sufficient frequency to
yield representative data on its characteristics. Whenever the injection
fluid is modified to the extent that the analysis required by Section
730.134 (a)(7)(C) is incorrect or incomplete, the owner or operator must
provide the Agency with a new analysis as required by Section 730.134

@()(C);

2) Monitoring of injection pressure and either flow rate or volume
semimonthly, or metering and daily recording of injected and produced
fluid volumes, as appropriate;

3) Demonstration of mechanical integrity pursuant to Section 730.108 at least
once every five years during the life of the well for salt solution mining;

4) Monitoring of the fluid level in the injection zone semi-monthly, where
appropriate, and monitoring of the parameters chosen to measure water
quality in the monitoring wells required by Section 730.132(e) semi-
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monthly; and
Quarterly monitoring of wells required by Section 730.132(g).

A Class Il injection well may be monitored on a field or project basis,
rather than on an individual well basis, by manifold monitoring. Manifold
monitoring may be used in cases of facilities consisting of more than one
injection well operating with a common manifold. Separate monitoring
systems for each well are not required provided the owner or operator
demonstrates that manifold monitoring is comparable to individual well
monitoring.

C) Reporting requirements. Reporting requirements must, at a minimum, include the
information set forth in subsections (c)(1) and (c)(2)-ef-this-Section, subject to
subsection (c)(3)-ef-this-Section:

1) Quarterly reporting to the Agency on required monitoring; and
2) Results of mechanical integrity and any other periodic test required by the
Agency reported with the first regular quarterly report after the completion
of the test.
3) Monitoring may be reported on a project or field basis rather than
individual well basis where manifold monitoring is used.
(Source: Amended at 42 1ll. Reg. , effective )

Section 730.134 Information to be Considered by the Agency

This Section sets forth information that must be considered by the Agency in authorizing a Class
[11 injection well. Certain maps, cross-sections, tabulations of wells within the area of review,
and other data may be included in the application by reference provided they are current, readily
available to the Agency (for example, in the Agency's files) and sufficiently identified to be

retrieved.

a) Prior to the issuance of a permit to operate an existing Class Il injection well or
area or for the construction of a new Class Il injection well, the Agency must
consider the following:
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The information required in 35 Ill. Adm. Code 702.120 through 702.124
and 704.161(c);

A map showing the injection well or project area for which the permit is
sought and the applicable area of review. Within the area of review, the
map must show the number or name and location of all existing producing
wells, injection wells, abandoned wells, dry holes, public water systems,
and water wells. The map may also show surface bodies of waters, mines
(surface and subsurface), quarries and other pertinent surface features
including residences and roads, and faults if known or suspected. Only
information of public record and pertinent information known to the
applicant is required to be included on this map;

A tabulation of data reasonably available from public records or otherwise
known to the applicant on wells within the area of review included on the
map required pursuant to subsection (a)(2) ef-this-Section-that penetrate
the proposed injection zone. Such data must include a description of each
well's type, construction, date drilled, location, depth, record of plugging
and completion, and any additional information the Agency may require.
In cases where the information would be repetitive and the wells are of
similar age, type, and construction the Agency may elect to only require
data on a representative number of wells;

Maps and cross-sections indicating the vertical limits of all underground
sources of drinking water within the area of review, their position relative
to the injection formation and the direction of water movements, where
known, in every underground source of drinking water that may be
affected by the proposed injection;

Maps and cross-sections detailing the geologic structure of the local area;

Generalized map and cross-sections illustrating the regional geologic
setting;

Proposed operating data, as follows:

A) The average and maximum daily rate and volume of fluid to be
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injected,;
B) The average and maximum injection pressure; and

C) Qualitative analysis and ranges in concentrations of all constituents
of injected fluids. The applicant may request confidentiality as
specified in 35 Ill. Adm. Code 101.107. If the information is
proprietary an applicant may, in lieu of the ranges in
concentrations, choose to submit maximum concentrations that
must not be exceeded. In such a case the applicant must retain
records of the undisclosed concentrations and provide them upon
request to the Agency as part of any enforcement investigation;

8) A proposed formation testing program to obtain the information required
by Section 730.132(c);

9) A proposed stimulation program;
10) The proposed injection procedure;

11) Schematic or other appropriate drawings of the surface and subsurface
construction details of the system;

12) Plans (including maps) for meeting the monitoring requirements of
Section 730.133(b);

13) Expected changes in pressure, native fluid displacement, direction of
movement of injection fluid,;

14) Contingency plans to cope with all shut-ins or well failures so as to
prevent the migration of contaminating fluids into underground sources of
drinking water;

15) A certificate that the applicant has assured, through a performance bond or
other appropriate means, the resources necessary to close, plug, or
abandon the well as required by 35 Ill. Adm. Code 704.189; and

16) The corrective action proposed to be taken pursuant to 35 Ill. Adm. Code
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704.193.

b) Prior to granting approval for the operation of a Class 111 injection well, the
Agency must consider the following information:

1) All available logging and testing data on the well;

2) A satisfactory demonstration of mechanical integrity for all new wells and
for all existing salt solution pursuant to Section 730.108;

3) The anticipated maximum pressure and flow rate at which the permittee
will operate;

4) The results of the formation testing program;

5) The actual injection procedures; and

6) The status of corrective action on defective wells in the area of review.

C) Prior to granting approval for the plugging and abandonment of a Class |11

injection well, the Agency must consider the following information:

1) The type and number of plugs to be used,

2) The placement of each plug including the elevation of the top and bottom;

3) The type, grade, and quantity of cement to be used,;

4) The method of placement of the plugs; and

5) The procedure to be used to meet the requirements of Section 730.110(c).
(Source: Amended at42 1ll. Reg. _, effective )

SUBPART F: CRITERIA AND STANDARDS APPLICABLE

TO CLASS V INJECTION WELLS

Section 730.151 Applicability
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This Subpart F sets forth criteria and standards for underground injection control programs to
regulate all injection not regulated in Subparts B, D, and E-ef-thisPart. A Class Il injection well,
however, is not regulated by this Subpart F.

a) Generally, a well covered by this Subpart F injects non-hazardous fluids into or
above formations that contain underground sources of drinking water. It includes
all wells listed in Section 730.105(e) but is not limited to those types of injection
wells.

b) It also includes a well not covered in Class IV that injects radioactive materials
listed in table I, column 2 in appendix B to 10 CFR 20 (Water Effluent
Concentrations), incorporated by reference in 35 Ill. Adm. Code 720.111(b).

(Source: Amended at 42 1ll. Reg. , effective )

SUBPART G: CRITERIA AND STANDARDS APPLICABLE TO
CLASS | HAZARDOUS WASTE INJECTION WELLS

Section 730.161 Applicability and Definitions

a) This Subpart G establishes criteria and standards for underground injection
control programs to regulate Class | hazardous waste injection wells. Unless
otherwise noted, this Subpart G supplements the requirements of Subpart A of
this-Part-and applies instead of Subpart B ef-this-Part-to a Class | hazardous waste
injection well.

b) Definitions. The following definitions apply for the purposes of this Subpart G:

"Cone of influence™ means that area around the well within which
increased injection zone pressures caused by injection into the hazardous
waste injection well would be sufficient to drive fluids into a USDW.

"Existing well" means a Class | hazardous waste injection well that had a
UIC permit or UIC permit by rule prior to August 25, 1988, or a well that
has become a Class | hazardous waste injection well as a result of a
change in the definition of the injected waste which would render the
waste hazardous pursuant to 35 Ill. Adm. Code 721.103.
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"Injection interval” means that part of the injection zone in which the well
is screened, or in which the waste is otherwise directly emplaced.

"New well" means any Class | hazardous waste injection well that is not
an existing well.

"Transmissive fault or fracture" is a fault or fracture that has sufficient
permeability and vertical extent to allow fluids to move between
formations.

BOARD NOTE: Derived from 40 CFR 146.61 (2017){2005}.

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.162 Minimum Criteria for Siting

a)

b)

All Class | hazardous waste injection wells must be sited such that they inject into
a formation that is beneath the lowermost formation containing, within 402 meters
(one-quarter mile) of the well bore, a USDW.

The siting of a Class | hazardous waste injection well must be limited to an area
that is geologically suitable. The Agency must determine geologic suitability
based upon its consideration of the following:

1) An analysis of the structural and stratigraphic geology, the hydrogeology,
and the seismicity of the region;

2) An analysis of the local geology and hydrogeology of the well site,
including, at a minimum, detailed information regarding stratigraphy,
structure, and rock properties; aquifer hydrodynamics; and mineral
resources; and

3) A determination that the geology of the area can be described confidently
and that limits of waste fate and transport can be accurately predicted
through the use of models.

Class | hazardous waste injection wells must be sited such that the following is
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The injection zone has sufficient permeability, porosity, thickness, and
area extent to prevent migration of fluids into USDWs; and

The confining zone is as follows:

A) It is laterally continuous and free of transecting, transmissive
faults, or fractures over an area sufficient to prevent the movement
of fluids into a USDW; and

B) It contains at least one formation of sufficient thickness and with
lithologic and stress characteristics capable of preventing vertical
propagation of fractures.

The owner or operator must demonstrate one of the alternatives in subsections
(d)(2) through (d)(3) efthis-Sectien-to the Agency, subject to subsection (d)(4)-of
Lhssecion

1)

2)

3)

4)

That the confining zone is separated from the base of the lowermost
USDW by at least one sequence of permeable and less permeable strata
that will provide an added layer of protection for the USDW in the event
of fluid movement in an unlocated borehole or transmissive fault;

That, within the area of review, the piezometric surface of the fluid in the
injection zone is less than the piezometric surface of the lowermost
USDW, considering density effects, injection pressures, and any
significant pumping in the overlying USDW; or

There is no USDW present.

The owner or operator of a site that does not meet the requirements in
subsection (d)(1), (d)(2), or (d)(3) efthis-Section-may petition the Board
for an adjusted standard pursuant to Subpart D of 35 Ill. Adm. Codel04.
The Board may grant an adjusted standard approving such a site if it
determines that because of site geology, nature of the wastes involved, or
other considerations; abandoned boreholes; or other conduits would not
cause an endangerment of USDWs. A petition for an adjusted standard
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pursuant to this subsection (d)(4) must include the following components:
A) Those portions of a permit application for the particular injection
activities and site that are relevant to the Board's determination;

and

B) Such other relevant information that the Board may by order
require pursuant to 35 Ill. Adm. Code 104.228.

BOARD NOTE: Derived from 40 CFR 146.62 (2017){2005}.

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.164 Corrective Action for Wells in the Area of Review

For the purposes of a Class | hazardous waste injection well, this Section applies instead of 35
[ll. Adm. Code 704.193 and Section 730.107.

a) The owner or operator of a Class | hazardous waste injection well must, as part of
the permit application, submit a plan to the Agency outlining the protocol used to
accomplish both of the following:

1) Identify all wells penetrating the confining zone or injection zone within
the area of review; and

2) Determine whether wells are adequately completed or plugged.

b) The owner or operator of a Class | hazardous waste injection well must identify
the location of all wells within the area of review that penetrate the injection zone
or the confining zone and must submit both of the following, as required in
Section 730.170(a):

1) A tabulation of all wells within the area of review that penetrate the
injection zone or the confining zone; and

2) A description of each well or type of well and any records of its plugging
or completion.
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For wells that the Agency determines are improperly plugged, completed, or
abandoned, or for which plugging or completion information is unavailable, the
applicant must also submit a plan consisting of such steps or modification as are
necessary to prevent movement of fluids into or between USDWSs. Where the
plan is adequate, the Agency must incorporate it into the permit as a condition.
Where the Agency's review of an application indicates the permittee's plan is
inadequate (based at a minimum on the factors in subsection (e)-ef-this-Sectien),
the Agency must do the appropriate of the following:

1)

2)

3)

It must require the applicant to revise the plan;

It must prescribe a plan for corrective action as a condition of the permit;
or

It must deny the application.

Requirements.

1)

2)

3)

Existing injection wells. Any permit issued for an existing Class |
hazardous waste injection well requiring corrective action other than
pressure limitations must include a compliance schedule pursuant to 35 IlI.
Adm. Code 702.162 requiring any corrective action accepted or prescribed
pursuant to subsection (c)-efthis-Seetienr. Any such compliance schedule
must provide for compliance no later than two years following issuance of
the permit and must require observance of appropriate pressure limitations
pursuant to subsection (d)(3) ef-this-Sectien-until all other corrective
action measures have been implemented.

New injection wells. No owner or operator of a new Class | hazardous
waste injection well may begin injection until all corrective actions
required pursuant to this Section have been taken.

The Agency may require pressure limitations instead of plugging. If
pressure limitations are used instead of plugging, the Agency must require
as a permit condition that injection pressure be limited so that pressure in
the injection zone at the site of any improperly completed or abandoned
well within the area of review would not be sufficient to drive fluids into
or between USDWs. This pressure limitation must satisfy the corrective
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action requirements. Alternatively, such injection pressure limitation may
be made part of a compliance schedule pursuant to 35 Ill. Adm. Code
702.162 and may be required to be maintained until all other required
corrective actions have been implemented.

e) The Agency must consider the following criteria and factors in determining the
adequacy of corrective action proposed by the applicant pursuant to subsection (c)
of-this-Section-and in determining the additional steps needed to prevent fluid
movement into and between USDWs:

1) The nature and volume of injected fluid;

2) The nature of native fluids or byproducts of injection;

3) Geology;

4) Hydrology;

5) The history of the injection operation;

6) Any completion and plugging records;

7) The closure procedures in effect at the time the well was closed;
8) Any hydraulic connections with USDWs;

9) The reliability of the procedures used to identify abandoned wells; and

10) Any other factors that might affect the movement of fluids into or between
USDWs.

BOARD NOTE: Derived from 40 CFR 146.64 (2017){2005}.

(Source: Amended at 42 Ill. Reg. , effective )

Section 730.165 Construction Requirements

a) General. All existing and new Class | hazardous waste injection wells must be
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constructed and completed to accomplish each of the following:

1) Prevent the movement of fluids into or between USDWs or into any
unauthorized zones;

2) Permit the use of appropriate testing devices and workover tools; and

3) Permit continuous monitoring of injection tubing and long string casing as
required pursuant to Section 730.167(f);

Compatibility. All well materials must be compatible with fluids with which the
materials may be expected to come into contact. The owner or operator must
employ any compatibility testing method specified by permit condition. The
owner or operator may otherwise refer to "Technical Assistance Document:
Corrosion, Its Detection and Control in Injection Wells;", USEPA publication
number EPA-570/9-87-002, incorporated by reference at 35 Ill. Adm. Code
720.111.

Casing and cementing new wells.

1) Casing and cement used in the construction of each newly drilled well
must be designed for the life expectancy of the well, including the post-
closure care period. The casing and cementing program must be designed
to prevent the movement of fluids into or between USDWs, and to prevent
potential leaks of fluids from the well. The Agency must consider the
following information as required by Section 730.170 in determining and
specifying casing and cementing requirements:

A) The depth to the injection zone;

B) The injection pressure, external pressure, internal pressure, and
axial loading;

C) The hole size;
D) The size and grade of all casing strings (well thickness, diameter,

nominal weight, length, joint specification, and construction
material);
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E) The corrosiveness of injected fluid, formation fluids, and
temperature;

F) The lithology of the injection and confining zones;
G) The type or grade of cement; and
H) The quantity and chemical composition of the injected fluid.

One surface casing string must, at a minimum, extend into the confining
bed below the lowest formation that contains a USDW and be cemented
by circulating cement from the base of the casing to the surface, using a
minimum of 120 percent of the calculated annular volume. The Agency
may require more than 120 percent when the geology or other
circumstances warrant it.

At least one long string casing, using a sufficient number of centralizers,
must extend to the injection zone and must be cemented by circulating
cement to the surface in one or more stages:

A) Of sufficient quantity and quality to withstand the maximum
operating pressure; and

B) In a quantity no less than 120 percent of the calculated volume
necessary to fill the annular space. The Agency must require more
than 120 percent when the geology or other circumstances warrant
it.

Circulation of cement may be accomplished by staging. The Agency may
approve an alternative method of cementing in cases where the cement
cannot be recirculated to the surface, provided the owner or operator can
demonstrate by using logs that the cement is continuous and does not
allow fluid movement behind the well bore.

Casings, including any casing connections, must be rated to have
sufficient structural strength to withstand both of the following conditions
for the design life of the well:
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The maximum burst and collapse pressures that may be
experienced during the construction, operation, and closure of the
well; and

The maximum tensile stress that may be experienced at any point
along the length of the casing during the construction, operating,
and closure of the well.

6) At a minimum, cement and cement additives must be of sufficient quality
and guantity to maintain integrity over the design life of the well.

Tubing and packer.

1) All Class | hazardous waste injection wells must inject fluids through
tubing with a packer set at a point specified by permit condition.

2) In determining and specifying requirements for tubing and packer, the
following factors must be considered:

A)

B)

C)
D)

E)

F)

G)

The depth of setting;

The characteristics of injection fluid (chemical content,
corrosiveness, temperature, and density);

The injection pressure;
The annular pressure;

The rate (intermittent or continuous), temperature, and volume of
injected fluid;

The size of casing; and

The tubing tensile, burst, and collapse strengths.

3) The Agency may approve the use of a fluid seal if it determines in writing
that the following conditions are met:
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A) The operator demonstrates that the seal will provide a level of
protection comparable to a packer;

B) The operator demonstrates that the staff is, and will remain,
adequately trained to operate and maintain the well and to identify
and interpret variations in parameters of concern;

C) The permit contains specific limitations on variations in annular
pressure and loss of annular fluid;

D) The design and construction of the well allows continuous
monitoring of the annular pressure and mass balance of annular
fluid; and

E) A secondary system is used to monitor the interface between the
annulus fluid and the injection fluid and the permit contains
requirements for testing the system every three months and
recording the results.

BOARD NOTE: Derived from 40 CFR 146.65 (2017)(2005).

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.167 Operating Requirements

a) Except during stimulation, the owner or operator must assure that injection
pressure at the wellhead does not exceed a maximum that must be calculated so as
to assure that the pressure in the injection zone during injection does not initiate
new fractures or propagate existing fractures in the injection zone. The owner or
operator must assure that the injection pressure does not initiate fractures or
propagate existing fractures in the confining zone, nor cause the movement of
injection or formation fluids into a USDW.

b) Injection between the outermost casing protecting USDWSs and the well bore is
prohibited.

C) The owner or operator must maintain an annulus pressure that exceeds the
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operating injection pressure, unless the Agency determines in writing that such a
requirement might harm the integrity of the well. The fluid in the annulus must
be noncorrosive, or must contain a corrosion inhibitor.

The owner or operator must maintain mechanical integrity of the injection well at
all times.

Permit requirements for owners or operators of hazardous waste injection wells
that inject wastes that have the potential to react with the injection formation to
generate gases must include the following:

1) Conditions limiting the temperature, pH, or acidity of the injected waste;
and

2) Procedures necessary to assure that pressure imbalances that might cause a
backflow or blowout do not occur.

The owner or operator must install and use continuous recording devices to
monitor each of the following: the injection pressure; the flow rate, volume, and
temperature of injected fluids; and the pressure on the annulus between the tubing
and the long string casing, and must install and use either of the following:

1) Automatic alarm and automatic shut-off systems, designed to sound and
shut-in the well when pressures and flow rates or other parameters
specified by permit condition exceed a range or gradient specified in the
permit; or

2) Automatic alarms, designed to sound when the pressures and flow rates or
other parameters exceed a rate or gradient specified in the permit, in cases
where the owner or operator certifies that a trained operator will be on-site
at all times when the well is operating.

If an automatic alarm or shutdown is triggered, the owner or operator must
immediately investigate and identify the cause of the alarm or shutoff without
undue delay. If, upon such investigation, the well appears to be lacking
mechanical integrity, or if monitoring required pursuant to subsection (f) ef-this
Seetion-otherwise indicates that the well may be lacking mechanical integrity, the
owner or operator must undertake all of the following actions:
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It must stop injecting waste fluids unless authorized by permit condition to
continue or resume injection;

It must take all necessary steps to determine the presence or absence of a
leak; and

It must notify the Agency within 24 hours after the alarm or shutdown.

If a loss of mechanical integrity is discovered pursuant to subsection (g) ef-this
Seetien-or during periodic mechanical integrity testing, the owner or operator
must undertake all of the following actions:

1)

2)

3)

4)

5)

It must immediately cease injection of waste fluids;

It must take all steps reasonably necessary to determine whether there may
have been a release of hazardous wastes or hazardous waste constituents
into any unauthorized zone;

It must notify the Agency within 24 hours after loss of mechanical
integrity is discovered;

It must notify the Agency when injection can be expected to resume; and

It must restore and demonstrate mechanical integrity pursuant to Section
730.108 prior to resuming injection of waste fluids.

Whenever the owner or operator obtains evidence that there may have been a
release of injected wastes into an unauthorized zone, the following must occur:

1)

The owner or operator must immediately cease injection of waste fluids,
and undertake all of the following actions:

A) It must notify the Agency within 24 hours of obtaining such
evidence;

B) It must take all necessary steps to identify and characterize the
extent of any release;
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C) It must comply with any remediation plan specified by permit
condition;
D) It must implement any remediation plan specified by permit

condition; and

E) Where such release is into a USDW currently serving as a water
supply, it must place a notice in a newspaper of general circulation.

2) The Agency must permit the operator to resume injection prior to
completing cleanup action if the owner or operator demonstrates that the
injection operation will not endanger USDWs.

1) The owner or operator must notify the Agency and obtain a permit modification
prior to conducting any well workover.

BOARD NOTE: Derived from 40 CFR 146.67 (2017){2005}.

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.171 Closure

a) Closure plan. The owner or operator of a Class | hazardous waste injection well
must prepare, maintain, and comply with a plan for closure of the well that meets
the requirements of subsection (d) ef-this-Seetion-and is specified by permit
condition. The obligation to implement the closure plan survives the termination
of a permit or the cessation of injection activities. The requirement to maintain
and implement an approved plan is directly enforceable regardless of whether the
requirement is a condition of the permit.

1) The owner or operator must submit the plan as a part of the permit
application and, upon approval by the Agency, such plan must be a
condition of any permit issued.

2) The owner or operator must submit any proposed significant revision to
the method of closure reflected in the plan for approval by the Agency no
later than the date on which notice of closure is required to be submitted to
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the Agency pursuant to subsection (b)-efthis-Section.

The plan must assure financial responsibility, as required in 35 1ll. Adm.
Code 704.189.

The plan must include the following information:
A) The type and number of plugs to be used;

B) The placement of each plug including the evaluation of the top and
bottom of each plug;

C) The type and grade and quantity of material to be used in plugging;
D) The method of placement of the plugs;
E) Any proposed test or measure to be made;

F) The amount, size, and location (by depth) of casing and any other
materials to be left in the well;

G) The method and location where casing is to be parted, if
applicable;

H) The procedure to be used to meet the requirements of subsection
(d)(5)-efthisSection; and

1) The estimated cost of closure.

The Agency must modify a closure plan following the procedures of
Subpart C of 35 Ill. Adm. Code 702.

An owner or operator of a Class | hazardous waste injection well who
stops injection temporarily, may keep the well open if the conditions of
subsectionssubsection (a)(6)(A) and (a)(6)(B) ef-this-Section-are true of
the owner or operator, subject to subsection (a)(6)(C)-ef-this-Section:

A) Has received authorization from the Agency; and
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B) Has described actions or procedures, satisfactory to the Agency,
that the owner or operator will take actions to ensure that the well
will not endanger USDWs during the period of temporary disuse.
These actions and procedures must include compliance with the
technical requirements applicable to active injection wells unless
otherwise waived by permit condition.

C) For the purposes of this subsection (a), submitting a description of
actions or procedures for Agency authorization is in the nature of a
permit application, and the owner or operator may appeal the
Agency's decision to the Board.

7) The owner or operator of a well that has ceased operations for more than
two years must notify the Agency at least 30 days prior to resuming
operation of the well.

Notice of intent to close. The owner or operator must notify the Agency at least
60 days before closure of a well.

Closure report. Within 60 days after closure, or at the time of the next quarterly
report (whichever is less), the owner or operator must submit a closure report to
the Agency. If the quarterly report is due less than 15 days after completion of
closure, then the report must be submitted within 60 days after closure. The
report must be certified as accurate by the owner or operator and by the person
who performed the closure operation (if other than the owner or operator). Such
report must consist of either of the following documents:

1) A statement that the well was closed in accordance with the closure plan
previously submitted and approved by the Agency; or

2) Where actual closure differed from the plan previously submitted, a
written statement specifying the differences between the previous plan and
the actual closure.

Standards for well closure.

1) Prior to closing the well, the owner or operator must observe and record
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the pressure decay for a time specified by permit condition. The Agency
must analyze the pressure decay and the transient pressure observations
conducted pursuant to Section 730.168(e)(1)(A) and determine whether
the injection activity has conformed to predicted values.
Prior to well closure, appropriate mechanical integrity testing must be
conducted to ensure the integrity of that portion of the long string casing
and cement that will be left in the ground after closure. Testing methods
may include the following:
A) Pressure tests with liquid or gas;
B) Radioactive tracer surveys;
C) Noise, temperature, pipe evaluation, or cement bond logs; and
D) Any other test required by permit condition.
Prior to well closure, the well must be flushed with a buffer fluid.
Upon closure, a Class I hazardous waste injection well must be plugged
with cement in a manner that will not allow the movement of fluids into or

between USDWs.

Placement of the cement plugs must be accomplished by one of the
following means:

A) The Balance Method;
B) The Dump Bailer Method;
C) The Two-Plug Method; or

D) An alternative method, specified by permit condition, that will
reliably provide a comparable level of protection.

Each plug used must be appropriately tagged and tested for seal and
stability before closure is completed.
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7) The well to be closed must be in a state of static equilibrium with the mud
weight equalized top to bottom, either by circulating the mud in the well at
least once or by a comparable method prescribed by permit condition,
prior to the placement of the cement plugs.

BOARD NOTE: Derived from 40 CFR 146.71 (2017){20605).

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.172 Post-Closure Care

a) The owner or operator of a Class | hazardous waste injection well must prepare,
maintain, and comply with a plan for post-closure care that meets the
requirements of subsection (b) efthis-Sectien-and is specified by permit
condition. The obligation to implement the post-closure plan survives the
termination of a permit or the cessation of injection activities. The requirement to
maintain an approved plan is directly enforceable regardless of whether the
requirement is a condition of the permit.

1) The owner or operator must submit the plan as a part of the permit
application and, upon approval by the Agency, such plan must be a
condition of any permit issued.

2) The owner or operator must submit any proposed significant revision to
the plan as appropriate over the life of the well, but no later than the date
of the closure report required pursuant to Section 730.171(c).

3) The plan must assure financial responsibility, as required in Section
730.173.

4) The plan must include the following information:
A) The pressure in the injection zone before injection began;

B) The anticipated pressure in the injection zone at the time of
closure;
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C) The predicted time until pressure in the injection zone decays to
the point that the well's cone of influence no longer intersects the
base of the lowermost USDW;

D) The predicted position of the waste front at closure;

E) The status of any cleanups required pursuant to Section 730.164;
and

F) The estimated cost of proposed post-closure care.
At the request of the owner or operator, or on its own initiative, the

Agency may modify the post-closure plan after submission of the closure
report following the procedures in 35 Ill. Adm. Code 705.128.

The owner or operator must undertake each of the following activities:

1)

2)

3)

4)

5)

It must continue and complete any cleanup action required pursuant to
Section 730.164, if applicable;

It must continue to conduct any groundwater monitoring required under
the permit until pressure in the injection zone decays to the point that the
well's cone of influence no longer intersects the base of the lowermost
USDW. The Agency must extend the period of post-closure monitoring if
it determines in writing that the well may endanger a USDW,;

It must submit a survey plat to the local zoning authority designated by
permit condition. The plat must indicate the location of the well relative
to permanently surveyed benchmarks. A copy of the plat must be
submitted to USEPA, Region 5;

It must notify the Illinois Department of Natural Resources, Office of
Mines and Minerals, the State Department of Public Health, and any unit
of local government authorized to grant permits under the Water Well
Construction Code [415 ILCS 30] in the area where the well is located as
to the depth and location of the well and the confining zone; and

It must retain, for a period of three years following well closure, records
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reflecting the nature, composition, and volume of all injected fluids.
Owners or operators must deliver the records to the Agency at the
conclusion of the retention period.

C) Each owner of a Class | hazardous waste injection well, and the owner of the
surface or subsurface property on or in which a Class | hazardous waste injection
well is located, must record a notation on the deed to the facility property or on
some other instrument that is normally examined during title search that will in
perpetuity provide any potential purchaser of the property the following
information:

1) The fact that land has been used to manage hazardous waste;

2) The names of the Illinois Department of Natural Resources, Office of
Mines and Minerals and the local zoning authority with which the plat was
filed, as well as the address of USEPA Region 5; and

3) The type and volume of waste injected, the injection interval or intervals
into which it was injected, and the period over which injection occurred.

d) In addition to the requirements stated in this Section, each owner of a Class |
hazardous waste injection well must comply with any other State or federal law or
local ordinance that requires the reporting of any potential environmental or
physical impairment of real property to subsequent or prospective owners.

BOARD NOTE: The Responsible Property Transfer Act of 1988 [765 ILCS 90]
(RPTA) formerly required the disclosure and recordation of any environmental
impairment of real property in Illinois. The General Assembly repealed that
statute in P.A. 92-299, Section 5, effective August 9, 2001. Section 10 of that
repeal provided for continued maintenance of documents prepared and recorded
under RPTA prior to its repeal.

BOARD NOTE: Derived from 40 CFR 146.72 (2017){2611}.

(Source: Amended at 42 1ll. Reg. , effective )

SUBPART H: CRITERIA AND STANDARDS APPLICABLE TO CLASS VI WELLS
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Section 730.181 Applicability

a)

b)

d)

This Subpart H establishes criteria and standards for Class V1 carbon dioxide
geologic sequestration injection wells.

This Subpart H applies to any injection well that is used to inject carbon dioxide
specifically for the purpose of geologic sequestration.

This Subpart H also applies to the owner or operator of a permit- or rule-
authorized Class I, Class 11, or Class V experimental carbon dioxide injection well
that seeks to apply for a Class VI geologic sequestration permit for its well. An
owner or operator that seeks to convert an existing Class I, Class I, or Class V
experimental injection well to a Class VI geologic sequestration well must
demonstrate to the Agency that the well was engineered and constructed to meet
the requirements of Section 146.86(a) and to ensure protection of USDWs, in lieu
of requirements at Sections 146.86(b) and 146.87(a). TheBy-December10,201L;
the owner or operator of either a Class | injection well that was previously
permitted for the purpose of geologic sequestration or a Class V experimental
technology injection well that is no longer being used for experimental purposes
and which will continue injection of carbon dioxide for the purpose of geologic
sequestration must apply for a Class VI permit. A converted well must still meet
all other requirements of this Part.

Definitions. The following definitions apply to this Subpart H. To the extent that
these definitions conflict with those that appear in 35 Ill. Adm. Code 702.110 or
Section 730.103, the definitions of this Section govern for Class VI wells:

"Area of review" means the region surrounding the geologic sequestration project
where a USDW may be endangered by the injection activity. The area of review
is delineated using computational modeling that accounts for the physical and
chemical properties of all phases of the injected carbon dioxide stream and
displaced fluids, and is based on available site characterization, monitoring, and
operational data, as set forth in Section 730.184.

"Carbon dioxide plume" means the sub-surface three-dimensional extent
underground of an injected carbon dioxide stream.
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"Carbon dioxide stream" means carbon dioxide that has been captured from an
emission source (e.g., a power plant), plus incidental associated substances
derived from the source materials and the capture process, and any substances
added to the stream to enable or improve the injection process. This Subpart H
does not apply to any carbon dioxide stream that meets the definition of a
hazardous waste in 35 Ill. Adm. Code 721.103.

"Confining zone" means a geologic formation, a group of formations, or a part of
a formation that stratigraphically overlies an injection zone and which acts as
barrier to fluid movement. For a Class VI injection well that is operating under a
permit that includes alternative injection well depth requirements, "confining
zone" means a geologic formation, a group of formations, or a part of a formation
that stratigraphically overlies and underlies the injection zone.

"Corrective action” means the use of Agency-approved methods to ensure that
wells within an area of review do not serve as conduits for the movement of fluids
into a USDW.

"Geologic sequestration™” means the long-term containment of a gaseous, liquid,
or supercritical carbon dioxide stream in subsurface geologic formations. This
term does not apply to carbon dioxide capture or transport.

"Geologic sequestration project” means any of the following three types of
injection wells:

An injection well or wells that are used to emplace a carbon dioxide
stream beneath the lowermost formation containing a USDW,

An injection well or wells that are used for geologic sequestration of
carbon dioxide and which have been granted a permit that includes
alternative injection well depth requirements pursuant to requirements at
Section 730.195; or

An injection well or wells that are used for geologic sequestration of
carbon dioxide and which have received an expansion to the areal extent
of an existing Class Il enhanced oil recovery or enhanced gas recovery
aquifer exemption pursuant to Section 730.104 and 35 Ill. Adm. Code
704.123(d).
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A geologic sequestration project includes the subsurface three-dimensional
extent of the carbon dioxide plume, the associated area of elevated pressure,
and displaced fluids, as well as the surface area above that delineated region.

"Injection zone™ means a geologic formation, a group of formations, or a part of a
formation that is of sufficient areal extent, thickness, porosity, and permeability to
receive carbon dioxide through a well or wells associated with a geologic
sequestration project.

"Post-injection site care” means appropriate monitoring and other actions
(including corrective action) needed following cessation of injection to ensure that
no USDW is endangered, as required under Section 730.193.

"Pressure front™ means the zone of elevated pressure that is created by the
injection of carbon dioxide into the subsurface. For the purposes of this Subpart
H, the pressure front of a carbon dioxide plume refers to a zone where there is a
pressure differential sufficient to cause the movement of injected fluids or
formation fluids into a USDW.

"Site closure™ means the point or time, as determined by the Agency pursuant to
Section 730.193, at which the owner or operator of a geologic sequestration site is
released from post-injection site care responsibilities.

"Transmissive fault or fracture™ means a fault or fracture that has sufficient
permeability and vertical extent to allow fluids to move between formations.

BOARD NOTE: This Section corresponds with 40 CFR 146.81 (2017){2611}.

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.182 Required Class VI Injection Well Permit Information

This Section sets forth the information that the Agency must consider when authorizing a Class
VI injection well. For a converted Class I, Class Il, or Class V experimental injection well,
certain maps, cross-sections, tabulations of wells within the area of review, and other data may
be included in the application by reference, provided they are current, readily available to the
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Agency, and sufficiently identified as to be retrieved. In cases where USEPA issues the permit,
all the information in this Section must be submitted to the USEPA, Region 5.

a)

Prior to the issuance of a permit for the construction of a new Class V1 injection
well or the conversion of an existing Class I, Class Il, or Class V injection well to
a Class VI injection well, the owner or operator must submit, pursuant to Section
730.191(e), and the Agency must consider, the following:

1)

2)

3)

The information required by 35 Ill. Adm. Code 702.123(a) through (f);

A map showing the injection well for which a permit is sought and the
applicable area of review consistent with Section 730.184. Within the
area of review, the map must show the number or name and location of all
injection wells, producing wells, abandoned wells, plugged wells, or dry
holes; deep stratigraphic boreholes; Agency- or USEPA-approved
subsurface cleanup sites; surface bodies of water, springs, mines (surface
and subsurface), quarries, water wells; and other pertinent surface features,
including structures intended for human occupancy, state boundaries, and
roads. The map should also show faults, if known or suspected. Only
information of public record is required to be included on this map;

Information on the geologic structure and hydrogeologic properties of the
proposed storage site and overlying formations, including the following
documents and information:

A) Maps and cross sections of the area of review;

B) The location, orientation, and properties of known or suspected
faults and fractures that may transect the confining zones in the
area of review and a determination that the faults and fractures
would not interfere with containment;

C) Data on the depth, areal extent, thickness, mineralogy, porosity,
permeability, and capillary pressure of the injection and confining
zones; including geology and facies changes based on field data,
which may include geologic cores, outcrop data, seismic surveys,
well logs, and names and lithologic descriptions;



ILLINOIS REGISTER 12607

4)

5)

6)

7)

18
POLLUTION CONTROL BOARD

NOTICE OF PROPOSED AMENDMENTS

D) Geomechanical information on fractures, stress, ductility, rock
strength, and in-situ fluid pressures within the confining zones;

E) Information on the seismic history that includes the presence and
depth of seismic sources and a determination that the seismicity
would not interfere with containment; and

F) Geologic and topographic maps and cross sections that illustrate
regional geology, hydrogeology, and the geologic structure of the
local area;

A tabulation of all wells within the area of review that penetrate the
injection or confining zones. The tabulated data must include a
description of each well's type, construction, date drilled, location, depth,
applicable records of plugging and completion, and any additional
information that the Agency may require to evaluate the request for a
permit;

Maps and stratigraphic cross sections indicating the general vertical and
lateral limits of all USDWs, water wells, and springs within the area of
review, their positions relative to the injection zones, and the direction of
water movement, where known;

Baseline geochemical data on subsurface formations that includes all
USDWs in the area of review;

Proposed operating data for the proposed geologic sequestration site that
includes that following items of information:

A) The average and maximum daily rate and volume or mass, and the
total anticipated volume or mass, of the carbon dioxide stream;

B) The average and maximum injection pressures;
C) The sources of the carbon dioxide stream; and

D) An analysis of the chemical and physical characteristics of the
carbon dioxide stream;
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A proposed program for pre-operational formation testing that fulfills the
requirements of Section 730.187 to obtain an analysis of the chemical and
physical characteristics of the injection zones and confining zones;

A proposed stimulation program, a description of stimulation fluids to be
used, and a determination that stimulation will not interfere with
containment;

A proposed procedure to outline steps necessary to conduct injection
operation;

Schematics or other appropriate drawings of the surface and subsurface
construction details of the well;

Injection well construction procedures that fulfill the requirements of
Section 730.186;

A proposed area of review and corrective action plan that fulfills the
requirements of Section 730.184;

A demonstration which is sufficient to support an Agency determination
that the applicant has met the financial responsibility requirements under
Section 730.185;

A proposed testing and monitoring plan, as required by Section 730.190;

A proposed injection well plugging plan, as required by Section
730.192(b);

A proposed post-injection site care and site closure plan, as required by
Section 730.193(a);

At the Agency's discretion, a demonstration of an alternative post-
injection site care timeframe required, as required by Section 730.193(c);

A proposed emergency and remedial response plan, as required by Section
730.194(a);
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20) A list of contacts, submitted to the Agency, for those states identified to be
within the area of review of the Class VI project based on information
provided pursuant to subsection (a)(2)-ef-this-Sectien; and

21) Any other information requested by the Agency that would support an
Agency determination whether to issue the requested permit.

Pursuant to this Section, and as required by 40 CFR 145.23(f)(13), the Agency
must notify any states that the Agency determines are within the area of review of
the Class VI project based on information submitted pursuant to subsections (a)(2)
and (a)(20) ef-this-Section-of the permit application in writing.

Prior to granting a permit for the operation of a Class VI injection well, the
Agency must consider the following information:

1) The final area of review based on modeling, using data obtained during
the logging and testing of the well and the formation required by
subsections (c)(2), (c)(3), (c)(4), (c)(6), (c)(7), and (c)(10)-efthis-Section;

2) Any relevant updates to the information on the geologic structure and
hydrogeologic properties of the proposed storage site and overlying
formations, submitted pursuant to subsection (a)(3)-efthis-Section, based
on data obtained during the logging and testing of the well and the
formation required by subsections (c)(3), (c)(4), (c)(6), (c)(7), and (c)(10)

 thi on:

3) Information on the compatibility of the carbon dioxide stream with fluids
in the injection zones and minerals in both the injection and the confining
zones, based on the results of the formation testing program, and with the
materials used to construct the well;

4) The results of the formation testing program required by subsection (a)(8)
 thi ion:

5) Final injection well construction procedures that fulfill the requirements of
Section 730.186;
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6) The status of any corrective action on wells in the area of review;

7) All available logging and testing program data on the well required by
Section 730.187;

8) A demonstration of mechanical integrity pursuant to Section 730.189;

9) Any updates to the proposed area of review and corrective action plan, the
testing and monitoring plan, the injection well plugging plan, the post-
injection site care and site closure plan, or the emergency and remedial
response plan, and any updates to the alternative post-injection site care
timeframe demonstration, which the applicant has submitted pursuant to
subsection (a)-of this-Section, that are necessary to address new
information collected during logging and testing of the well and the
formation, as required by this Section; and

10) Any other information requested by the Agency.

An owner or operator which seeks a permit that includes alternative injection well
depth requirements to the generally applicable requirement to inject below the
lowermost USDW must also refer to Section 730.195 and submit a supplemental
report, as required at Section 730.195(a). The supplemental report is not part of
the permit application.

BOARD NOTE: This Section corresponds with 40 CFR 146.82 (2017){2611).

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.184 Area of Review and Corrective Action

a)

b)

The area of review is the region surrounding the geologic sequestration project
where the injection activity may endanger a USDW. The area of review is
delineated using computational modeling that accounts for the physical and
chemical properties of all phases of the injected carbon dioxide stream and which
is based on available site characterization, monitoring, and operational data.

The owner or operator of a Class VI injection well must prepare, maintain, and
comply with a plan to delineate the area of review for a proposed geologic
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sequestration project; must periodically reevaluate the delineation; and must
perform corrective action that meets the requirements of this Section and which is
sufficient to support an Agency determination that the corrective action is
acceptable. The requirement to maintain and implement an approved plan is
directly enforceable regardless of whether the requirement is a condition of the
permit. As a part of the permit application to the Agency, the owner or operator
must submit an area of review and corrective action plan that includes the
following information:

1)

2)

The method that the owner or operator will use for delineating the area of
review which meets the requirements of subsection (c)-of this-Section,
including the model that the owner or operator will use, assumptions that
the owner or operator will make, and the site characterization data on
which the owner or operator will base the model;

A description of each of the following:

A)

B)

C)

D)

The minimum fixed frequency, not to exceed five years, at which
the owner or operator proposes to reevaluate the area of review;

The monitoring and operational conditions that would warrant a
reevaluation of the area of review prior to the next scheduled
reevaluation as determined by the minimum fixed frequency
established pursuant to subsection (b)(2)(A)-ef this-Section;

How monitoring and operational data (e.g., injection rate, pressure,
etc.) will be used to inform an area of review reevaluation; and

How the owner or operator will conduct corrective action to meet
the requirements of subsection (d)-ef-this-Seetien, including the
following information:

)} What corrective action the owner or operator will perform
prior to injection;

i) What, if any, portions of the area of review the owner or
operator will address with corrective action on a phased
basis and how that phasing will be determined;
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iii) How the owner or operator will adjust corrective action if
there are changes in the area of review; and

iv) How the owner or operator will guarantee site access for
future corrective action.

The owner or operator of a Class VI injection well must perform the following
actions to delineate the area of review and identify all wells that require corrective
action:

1) The owner or operator must predict, using existing site characterization,
monitoring and operational data, and computational modeling, the
projected lateral and vertical migration of the carbon dioxide plume and
formation fluids in the subsurface from the commencement of injection
activities until the plume movement ceases, until pressure differentials
sufficient to cause the movement of injected fluids or formation fluids into
a USDW are no longer present, or until the end of a fixed time period
determined by the Agency. The model must fulfill the following
requirements:

A) The model must be based on detailed geologic data collected to
characterize the injection zones, confining zones and any
additional zones; and anticipated operating data, including
injection pressures, rates, and total volumes over the proposed life
of the geologic sequestration project;

B) The model must take into account any geologic heterogeneities,
other discontinuities, data quality, and their possible impact on
model predictions; and

C) The model must consider potential migration through faults,
fractures, and artificial penetrations.

2) Using methods approved by the Agency, the owner or operator must
identify all penetrations, including active and abandoned wells and
underground mines, in the area of review that may penetrate the confining
zones and must provide a description of each well's type, construction,
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date drilled, location, depth, record of plugging and/or completion, and
any additional information the Agency may require; and

The owner or operator must determine which abandoned wells in the area
of review have been plugged in a manner that prevents the movement of
carbon dioxide or other fluids that may endanger USDWs, including use
of materials compatible with the carbon dioxide stream.

The owner or operator of a Class VI injection well must perform corrective action
on all wells in the area of review that are determined to need corrective action,
using methods designed to prevent the movement of fluid into or between
USDWs, including use of materials compatible with the carbon dioxide stream,
where appropriate.

At the minimum fixed frequency, not to exceed five years, as specified in the area
of review and corrective action plan, or when monitoring and operational
conditions warrant, the owner or operator of a Class VI injection well must fulfill
each of the following requirements:

1)

2)

3)

4)

The owner or operator must reevaluate the area of review in the same
manner specified in subsection (c)(1)-of this-Section;

The owner or operator must identify all wells in the reevaluated area of
review that require corrective action in the same manner specified in
subsection (c)-ofthis-Section;

The owner or operator must perform corrective action on wells requiring
corrective action in the reevaluated area of review in the same manner
specified in subsection (d)-efthis-Seetion; and

The owner or operator must submit an amended area of review and
corrective action plan or demonstrate through monitoring data and
modeling results sufficiently to support an Agency finding that no
amendment to the area of review and corrective action plan is needed.
Any amendments to the area of review and corrective action plan must be
approved by the Agency, must be incorporated into the permit, and are
subject to the permit modification requirements set forth in 35 Ill. Adm.
Code 704.262 or 704.264, as appropriate.
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The emergency and remedial response plan (as required by Section 730.194) and
the demonstration of financial responsibility (as described by Section 730.185)
must account for the area of review delineated as specified in subsection (c)(1) ef
this-Section-or the most recently evaluated area of review delineated pursuant to
subsection (e)-of this-Section, regardless of whether corrective action in the area
of review is phased.

The owner or operator must retain all modeling inputs and data used to support
area of review reevaluations under subsection (e) ef-this-Section-for 10 years.

BOARD NOTE: This Section corresponds with 40 CFR 146.84 (2017){2611}.

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.185 Financial Responsibility

a)

The owner or operator of an injection well to which this Subpart H applies must
demonstrate and maintain financial responsibility that the Agency has determined
fulfills the following conditions:

1) The financial responsibility instruments used must be from the following
list of qualifying instruments:

A) A trust fund,

B) A surety bond;

C) A letter of credit;

D) Insurance;

E) Self insurance (i.e., the financial test and corporate guarantee);
F) An escrow account; or

G) Any other instruments that the Agency determines are satisfactory.
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The qualifying instruments must be sufficient to cover the following costs:

A) The costs of corrective action (that meets the requirements of
Section 730.184);

B) The costs of injection well plugging (that meets the requirements
of Section 730.192);

C) The costs of post-injection site care and site closure (that meets the
requirements of Section 730.193); and

D) The costs of emergency and remedial response (that meets the
requirements of Section 730.194).

The financial responsibility instruments must be sufficient to address
endangerment of underground sources of drinking water.

The qualifying financial responsibility instruments must comprise
protective conditions of coverage.

A) Protective conditions of coverage must include, at a minimum,
cancellation, renewal, and continuation provisions; specifications
on when the provider becomes liable following a notice of
cancellation if there is a failure to renew with a new qualifying
financial instrument, and requirements for the provider to meet a
minimum rating, minimum capitalization, and have the ability to
pass the bond rating when applicable.

)} Cancellation. For purposes of this Subpart H, the owner or
operator must provide that its financial mechanism may not
cancel, terminate, or fail to renew, except for failure to pay
that financial instrument. If there is a failure to pay the
financial instrument, the financial institution may elect to
cancel, terminate, or fail to renew the instrument by
sending notice by certified mail to the owner or operator
and the Agency. The cancellation must not be final for 120
days after receipt of cancellation notice by the owner or
operator and the Agency. The owner or operator must
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provide an alternative financial responsibility
demonstration within 60 days after notice of cancellation,
and if an alternate financial responsibility demonstration is
not acceptable (or possible), any funds from the instrument
being cancelled must be released within 60 days of
notification by the Agency.

i) Renewal. For purposes of this Subpart H, an owner or
operator must renew all financial instruments, if an
instrument expires, for the entire term of the geologic
sequestration project. The instrument may be automatically
renewed, as long as the owner or operator has the option of
renewal at the face amount of the expiring instrument. The
automatic renewal of an instrument must, at a minimum,
provide the holder with the option of renewal at the face
amount of the expiring financial instrument.

iii) Cancellation, termination, or failure to renew may not
occur and the financial instrument will remain in full force
and effect in the event that any of the following occurs on
or before the date of expiration: the Agency deems the
facility abandoned; or the permit is revoked or a new
permit is denied; closure is ordered by the Agency or a
court of competent jurisdiction; the owner or operator is
named as debtor in a voluntary or involuntary bankruptcy
proceeding under Title 11 of the United States Code; or the
amount due on the instrument is fully paid.

B) This subsection (a)(4)(B) would correspond with 40 CFR
706.85(a)(4)(ii) if such existed. USEPA codified a paragraph
(@)(4)(i) without a paragraph (a)(4)(ii). lllinois codification
requirements do not allow codification of a subsection level unless
multiple subsections exist at that level. This statement maintains
structural consistency with the corresponding federal rules.

5) The qualifying financial responsibility instruments must be approved by
the Agency.



ILLINOIS REGISTER 12617

6)

A)

B)

C)

18
POLLUTION CONTROL BOARD

NOTICE OF PROPOSED AMENDMENTS

The Agency must consider and approve the financial responsibility
demonstration for all the phases of the geologic sequestration
project prior to issuing a Class V1 injection well permit (Section
730.182).

The owner or operator must provide any updated information
related to their financial responsibility instruments on an annual
basis and if there are any changes, the Agency must evaluate,
within a reasonable time, the financial responsibility demonstration
to confirm that the instruments used remain adequate for use. The
owner or operator must maintain financial responsibility
requirements regardless of the status of the Agency's review of the
financial responsibility demonstration.

The Agency must disapprove the use of a financial instrument if
the Agency determines that it is not sufficient to meet the
requirements of this Section.

The owner or operator may demonstrate financial responsibility by using
one or multiple qualifying financial instruments for specific phases of the
geologic sequestration project.

A)

B)

In the event that the owner or operator combines more than one
instrument for a specific geologic sequestration phase (e.g., well
plugging), such combination must be limited to instruments that
are not based on financial strength or performance (i.e., self
insurance or performance bond), for example trust funds, surety
bonds guaranteeing payment into a trust fund, letters of credit,
escrow account, and insurance. In this case, it is the combination
of mechanisms, rather than the single mechanism, that must
provide financial responsibility for an amount at least equal to the
current cost estimate.

When using a third-party instrument to demonstrate financial
responsibility, the owner or operator must provide a proof that the
third-party provider fulfills either of the following:
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)] The provider must have passed financial strength
requirements of subsection (b)(6)(E) efthis-Sectien-based
on credit ratings; or

i) The provider must have met a minimum rating, minimum
capitalization, and have the ability to pass the bond rating
set forth in subsection (b)(6)(E)-ef-this-Sectien, when
applicable.

An owner or operator using certain types of third-party instruments
must establish a standby trust fund to enable the Agency to be
party to the financial responsibility agreement without the Agency
being the beneficiary of any funds. The standby trust fund must be
used along with other financial responsibility instruments (e.g.,
surety bonds, letters of credit, or escrow accounts) to provide a
location to place funds if needed.

An owner or operator may deposit money to an escrow account to
cover financial responsibility requirements. This account must
segregate funds sufficient to cover estimated costs for Class VI
(geologic sequestration) financial responsibility from other
accounts and uses.

An owner or operator or its guarantor may use self insurance to
demonstrate financial responsibility for geologic sequestration
projects if the owner or operator or its guarantor fulfill the
following requirements:

)} The owner or operator or its guarantor must meet a tangible
net worth of an amount approved by the Agency;

i) The owner or operator or its guarantor must have a net
working capital and tangible net worth each at least six
times the sum of the current well plugging, post-injection
site care, and site closure cost;

iii)  The owner or operator or its guarantor must have assets
located in the United States amounting to at least 90
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percent of total assets or at least six times the sum of the
current well plugging, post injection site care, and site
closure cost;

iv) The owner or operator or its guarantor must submit a report
of its bond rating and financial information annually; and

V) The owner or operator or its guarantor must either have a
bond rating test of AAA, AA, A, or BBB, as issued by
Standard & Poor's, or Aaa, Aa, A, or Baa, as issued by
Moody's, or meet all of the following five financial ratio
thresholds: a ratio of total liabilities to net worth less than
2.0; a ratio of current assets to current liabilities greater
than 1.5; a ratio of the sum of net income plus depreciation,
depletion, and amortization to total liabilities greater than
0.1; a ratio of current assets minus current liabilities to total
assets greater than -0.1; and a net profit (revenues minus
expenses) greater than 0.

F) An owner or operator that is not able to meet the corporate
financial test criteria of subsection (a)(6)(E) of this-Section-may
arrange a corporate guarantee by demonstrating that its corporate
parent meets the financial test requirements on its behalf. The
corporate parent's demonstration that it meets the financial test
requirement is insufficient if it has not also guaranteed to fulfill the
obligations for the owner or operator.

G) An owner or operator may obtain an insurance policy to cover the
estimated costs of geologic sequestration activities that require
financial responsibility. This insurance policy must be obtained
from a third-party provider.

The requirement to maintain adequate financial responsibility and resources is
directly enforceable regardless of whether the requirement is a condition of the
permit.

1) The owner or operator must maintain financial responsibility and
resources until both of the following events have occurred:



ILLINOIS REGISTER 12620

2)

18
POLLUTION CONTROL BOARD

NOTICE OF PROPOSED AMENDMENTS

A) The Agency has received and approved the completed post-
injection site care and site closure plan; and

B) The Agency has approved site closure.

The owner or operator may be released from a financial instrument in the
following circumstances:

A) The owner or operator has completed the phase of the geologic
sequestration project for which the financial instrument was
required, and the owner or operator has fulfilled all of its financial
obligations, as determined by the Agency, including obtaining
financial responsibility for the next phase of the geologic
sequestration project, if required; or

B) The owner or operator has submitted a replacement financial
instrument, and the owner or operator has received written
approval from the Agency that accepts the new financial
instrument and which releases the owner or operator from the
previous financial assurance instrument.

The owner or operator must have a detailed written estimate, in current dollars, of
the cost of performing corrective action on wells in the area of review, plugging
the injection wells, post-injection site care, site closure, and emergency and
remedial response.

1)

2)

The cost estimate must be performed for each phase separately, and the
cost estimate must be based on the costs to the Agency of hiring a third
party to perform the required activities. A third party is a party who is not
within the corporate structure of the owner or operator.

During the active life of the geologic sequestration project, the owner or
operator must adjust the cost estimate for inflation within 60 days prior to
the anniversary date of the establishment of the financial instruments used
to comply with subsection (a)-ef-this-Sectien, and the owner or operator
must provide this adjustment to the Agency. The owner or operator must
also provide to the Agency written updates of adjustments to the cost
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estimate within 60 days after any amendments to the area of review and
corrective action plan (Section 730.184), the injection well plugging plan
(Section 730.192), the post-injection site care and site closure plan
(Section 730.193), and the emergency and remedial response plan (Section
730.194).

The Agency must approve any decrease or increase to the initial cost
estimate. During the active life of the geologic sequestration project, the
owner or operator must revise the cost estimate no later than 60 days after
any of the following events has occurred: the Agency has approved the
request to modify the area of review and corrective action plan (Section
730.184), the Agency has approved the injection well plugging plan
(Section 730.192), the Agency has approved the post-injection site care
and site closure plan (Section 730.193), or the Agency has approved the
emergency and response plan (Section 730.194), if the change in the plan
increases the cost. If the change to the plan decreases the cost, any
withdrawal of funds must be approved by the Agency. Any decrease to
the value of the financial assurance instrument must first be approved by
the Agency. The revised cost estimate must be adjusted for inflation as
specified at subsection (c)(2)-ef-this-Sectien.

Within 60 days after an increase in the current cost estimate to an amount
greater than the face amount of a financial instrument currently in use, the
owner or operator must either cause the face amount to be increased to an
amount at least equal to the current cost estimate and submit evidence of
that increase to the Agency, or obtain other financial responsibility
instruments to cover the increase. Whenever the current cost estimate
decreases, the owner or operator may reduce the face amount of the
financial assurance instrument to the amount of the current cost estimate
only in accordance with a written approval from the Agency.

The owner or operator must notify the Agency by certified mail of adverse
financial conditions, such as bankruptcy, that may affect the ability to carry out
injection well plugging and post-injection site care and site closure.

1)

In the event that the owner or operator or the third-party provider of a
financial responsibility instrument is going through a bankruptcy, the
owner or operator must notify the Agency of the proceeding by certified
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mail within 10 days after commencement of a voluntary or involuntary
proceeding under Title 11 of the United States Code that names the owner
or operator as debtor.

2) The guarantor of a corporate guarantee must make the notification to the
Agency required by this subsection (d)(2) if the guarantor is named as
debtor, as required under the terms of the corporate guarantee.

3) An owner or operator who fulfills the requirements of subsection (a) of
this-Section-by obtaining a trust fund, surety bond, letter of credit, escrow
account, or insurance policy will be deemed to be without the required
financial assurance in the event of bankruptcy of the trustee or issuing
institution or a suspension or revocation of the authority of the trustee
institution to act as trustee of the institution issuing the pertinent financial
assurance instrument. The owner or operator must establish other
financial assurance within 60 days after such an event.

The owner or operator must provide an adjustment of the cost estimate to the
Agency within 60 days after notification of an Agency determination during the
annual evaluation of the qualifying financial responsibility instruments that the
most recent demonstration is no longer adequate to cover the cost of corrective
action (as required by Section 730.184), injection well plugging (as required by
Section 730.192), post-injection site care and site closure (as required by Section
730.193), and emergency and remedial response (as required by Section 730.194).

The Agency must approve the use and length of pay-in-periods for trust funds or
escrow accounts.

BOARD NOTE: This Section corresponds with 40 CFR 146.85 (2017){2611).

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.188 Injection Well Operating Requirements

a)

Except during injection well stimulation, the owner or operator must ensure that
injection pressure does not exceed 90 percent of the fracture pressure of the
injection zones, so as to ensure that the injection does not initiate new fractures or
propagate existing fractures in the injection zones. In no case may injection
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pressure initiate fractures in the confining zones or cause the movement of
injection or formation fluids that endangers a USDW. Pursuant to the
requirements of Section 730.182(a)(9), all stimulation programs must be approved
by the Agency as part of the permit application and incorporated into the permit.

Injection between the outermost casing that protects any USDW and the well bore
is prohibited.

The owner or operator must fill the annulus between the tubing and the long-
string casing with a non-corrosive fluid approved by the Agency. The owner or
operator must maintain on the annulus a pressure that exceeds the operating
injection pressure, unless the Agency determines that such a requirement might
harm the integrity of the well or endanger any USDW.

Other than during periods of well workover (maintenance) approved by the
Agency in which the sealed tubing-casing annulus is disassembled for
maintenance or corrective procedures, the owner or operator must maintain
mechanical integrity of the injection well at all times.

The owner or operator must install and use the equipment indicated in subsection
(e)(1) ef-this-Section-and the appropriate of subsection (e)(2) or (e)(3)-efthis
Seshen

1) Continuous recording devices that monitor each of the following
parameters:

A) The carbon dioxide injection pressure;

B) The rate, volume or mass, and temperature of the carbon dioxide
stream;

C) The pressure on the annulus between the tubing and the long-string
casing; and

D) The annulus fluid volume.

2) For onshore wells, alarms and automatic surface shut-off systems or, at the
discretion of the Agency, down-hole shut-off systems (e.g., automatic
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shut-off valves, check valves, etc.) or other mechanical devices that
provide equivalent protection.

3) For wells located offshore but within State territorial waters, alarms and
automatic down-hole shut-off systems designed to alert the operator and
shut-in the well when operating parameters, such as annulus pressure,
injection rate, or other parameters, diverge beyond permitted ranges or
gradients specified in the permit.

f) If a shutdown is triggered (down-hole or at the surface), or if a loss of mechanical
integrity is discovered, the owner or operator must immediately investigate and
identify the cause of the shutoff as expeditiously as possible. If, upon
investigation, or if monitoring required under subsection (e) ef-this-Sectien
otherwise indicates that the well may be lacking mechanical integrity, the well
appears to be lacking mechanical integrity, the owner or operator must undertake
each of the following actions:

1) The owner or operator must immediately cease injection;
2) The owner or operator must take all steps reasonably necessary to
determine whether there may have been a release of the injected carbon

dioxide stream or formation fluids into any unauthorized zone;

3) The owner or operator must notify the Agency of the event within 24
hours;

4) The owner or operator must restore and demonstrate the mechanical
integrity of the well to the satisfaction of the Agency prior to resuming
injection; and

5) The owner or operator must notify the Agency when injection can be
expected to resume.

BOARD NOTE: This Section corresponds with 40 CFR 146.88 (2017){2611).

(Source: Amended at 42 Ill. Reg. , effective )

Section 730.189 Mechanical Integrity
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A Class VI injection well has mechanical integrity if both of the following
conditions exist:
1) There is no significant leak in the casing, tubing, or packer; and

2) There is no significant fluid movement into a USDW through channels
adjacent to the injection well bore.

To evaluate the absence of significant leaks under subsection (a)(1)-ef-this
Seetien, the owner or operator must, following an initial annulus pressure test,
continuously monitor each of the following parameters:

1) The injection pressure, rate, and injected volumes;

2) The pressure on the annulus between the tubing and the long-string casing;
and

3) The annulus fluid volume, as specified in Section 730.188(e);

At least once per year, the owner or operator must use one of the following
methods to determine the absence of significant fluid movement under subsection
(8)(2)-of this-Sectton:

1) An approved tracer survey, such as an oxygen-activation log; or
2) A temperature or noise log.

If required by the Agency, at a frequency specified in the testing and monitoring
plan required by Section 730.190, the owner or operator must run a casing
inspection log to determine the presence or absence of corrosion in the long-string
casing.

The Agency must require any requested alternative test that the Agency has
determined is necessary to evaluate mechanical integrity under subsections (a)(1)
or (a)(2) ef-this-Sectien-after obtaining the written approval of USEPA.



ILLINOIS REGISTER 12626
18

POLLUTION CONTROL BOARD
NOTICE OF PROPOSED AMENDMENTS

BOARD NOTE: Corresponding 40 CFR 146.89(e) provides that the Agency
must submit a written request to USEPA setting forth the proposed test and all
technical data supporting its use to obtain approval for a new mechanical integrity
test. USEPA stated that it will approve the request if USEPA determines that the
proposed test will reliably demonstrate the mechanical integrity of wells for
which its use was proposed. USEPA stated that it will publish any alternative
method that USEPA has approved in the Federal Register, and the Agency must
approve use of the published method if the Agency has determined that the
method is appropriate to evaluate mechanical integrity, unless USEPA restricts its
use at the time of approval by USEPA.

f) In conducting and evaluating the tests enumerated in this Section or others that
the Agency has required by permit, the owner or operator and the Agency must
apply methods and standards generally accepted in the industry. When the owner
or operator reports the results of mechanical integrity tests to the Agency, the
owner or operator must include a description of the tests and the methods used. In
making its evaluation, the Agency must review monitoring and other test data
submitted since the previous evaluation.

9) The Agency must require additional or alternative tests if the Agency determines
that the results presented by the owner or operator pursuant to subsections (a)
through (d) ef-this-Sectien-are not satisfactory to demonstrate that there is no
significant leak in the casing, tubing, or packer or that there is no significant
movement of fluid into a USDW resulting from the injection activity, as required
by subsections (a)(1) and (a)(2)-ef-this-Sectien.

BOARD NOTE: This Section corresponds with 40 CFR 146.89 (2017){2611).

(Source: Amended at 42 1ll. Reg. , effective )
Section 730.190 Testing and Monitoring Requirements

The owner or operator of a Class VI injection well must prepare, maintain, and comply with a
testing and monitoring plan which will verify that the geologic sequestration project is operating
as permitted, and that the project is not endangering USDWs. The requirement to maintain and
implement an approved testing and monitoring plan is directly enforceable, regardless of whether
the requirement is a condition of the permit. The owner or operator must submit the testing and
monitoring plan to the Agency with the permit application, and the owner or operator must
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include a description of how it will meet the requirements of this Section, including accessing
sites for all necessary monitoring and testing during the life of the project. Testing and
monitoring associated with geologic sequestration projects must, at a minimum, include the
following parameters and devices:

a) Analyses of the carbon dioxide stream with sufficient frequency to yield data
representative of the chemical and physical characteristics of the stream;

b) Installation and use of continuous recording devices to monitor injection pressure,
rate, and volume, except during well workovers, as such are defined in Section
730.188(d); the pressure on the annulus between the tubing and the long-string
casing; and the annulus fluid volume added;

C) Corrosion monitoring of the well materials for loss of mass, thickness, cracking,
pitting, and other signs of corrosion, which must be performed on a quarterly
basis to ensure that the well components fulfill the Agency-approved minimum
standards for material strength and performance, as provided in Section
730.186(b), by performing one of the following tests:

1) Analyzing coupons of the well construction materials placed in contact
with the carbon dioxide stream;

2) Routing the carbon dioxide stream through a loop constructed with the
material used in the well and inspecting the materials in the loop; or

3) Using an alternative method approved by the Agency;

d) Periodic monitoring of the groundwater quality and geochemical changes above
the confining zones that may be a result of carbon dioxide movement through the
confining zones or additional identified zones, including the following
information:

1) The location and number of monitoring wells based on specific
information about the geologic sequestration project, including injection
rate and volume, geology, the presence of artificial penetrations, and other
factors; and
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2) The monitoring frequency and spatial distribution of monitoring wells
based on baseline geochemical data that has been collected pursuant to
Section 730.182(a)(6) and on any modeling results in the area of review
evaluation required by Section 730.184(c).

The annual demonstration of external mechanical integrity required by Section
730.189(c) at least once per year until the injection well is plugged; and, if
required by the Agency, a casing inspection log undertaken pursuant to Section
730.189(d), at a frequency established in the testing and monitoring plan;

A pressure fall-off test at least once every five years, unless the Agency has
required more frequent testing based on site-specific information;

Testing and monitoring to track the extent of the carbon dioxide plume and the
presence or absence of elevated pressure (i.e., the pressure front) by using the
following types of methods:

1) Direct methods in the injection zones; and

2) Indirect methods (e.g., seismic, electrical, gravity, or electromagnetic
surveys or down-hole carbon dioxide detection tools), unless the Agency
has determined, based on site-specific geology, that these methods are not
appropriate;

The Agency must require surface air monitoring or soil gas monitoring if the
Agency determines that this monitoring is needed to detect movement of carbon
dioxide that could endanger a USDW.

1) The design of Class VI injection well surface air or soil gas monitoring
must be based on potential risks to USDWSs within the area of review;

2) The monitoring frequency and spatial distribution of surface air
monitoring or soil gas monitoring must be decided using baseline data,
and the monitoring plan must describe how the proposed monitoring will
yield useful information on the area of review delineation or compliance
with the prohibition against movement of fluid into a USDW set forth in
35 Ill. Adm. Code 704.122;
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3) If the Agency requires surface air or soil gas monitoring, the Agency has

determined that monitoring undertaken to comply with subpart RR of 40
CFR 98 accomplishes the goals of subsections (h)(1) and (h)(2)-ef-this
Seetien, and the owner or operator fulfills the carbon dioxide release
reporting requirements set forth in Section 730.191(c)(5), the Agency
must approve the use of monitoring undertaken to comply with subpart
RR of 40 CFR 98. After approval by the Agency, compliance with
subpart RR of 40 CFR 98 pursuant to this subsection (h)(3) is deemed a
condition of the Class VI injection well permit;

Any additional monitoring that the Agency has determined is necessary to
support, upgrade, and improve the computational modeling of the area of review
evaluation that is required by Section 730.184(c) and to determine compliance
with the prohibition against movement of fluid into a USDW set forth in 35 III.
Adm. Code 704.122;

The owner or operator must periodically review the testing and monitoring plan to
incorporate monitoring data collected under this Subpart H, operational data
collected pursuant to Section 730.188, and the most recent area of review
reevaluation performed pursuant to Section 730.184(e). The owner or operator
must review the testing and monitoring plan at least once in every five-year
period. Based on this review, the owner or operator must submit an amended
testing and monitoring plan or demonstrate to the Agency that no amendment to
the testing and monitoring plan is needed. Any amendments to the testing and
monitoring plan must be approved by the Agency, must be incorporated into the
permit, and are subject to the permit modification requirements set forth in 35 IlI.
Adm. Code 704.261 or 704.264, as appropriate. The owner or operator must
submit amended plans or demonstrations to the Agency as follows:

1) Within one year after an area of review reevaluation;
2) Following any significant changes to the facility, such as addition of
monitoring wells or newly permitted injection wells within the area of

review, on a schedule determined by the Agency; or

3) When required by the Agency.
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k) A quality assurance and surveillance plan for all testing and monitoring
requirements.

BOARD NOTE: This Section corresponds with 40 CFR 146.90 (2017){2611}.

(Source: Amended at 42 1ll. Reg. , effective )

Section 730.191 Reporting Requirements

The owner or operator of a Class VI injection well must, at a minimum, provide the following
reports to the Agency for each permitted Class V1 injection well, as specified in subsection (e)-of
Shesecion

a) Semi-annual reports containing the following information:

1) A description of any deviations in the physical, chemical, and other
relevant characteristics of the carbon dioxide stream from the proposed
operating data submitted to the Agency pursuant to Sections 730.182(a)(7)
and (c)(3) and 730.186(b)(1) and (c)(3);

2) The monthly average, maximum, and minimum values for injection
pressure, flow rate and volume, and annular pressure;

3) A description of any event that exceeds operating parameters for the
annulus pressure or injection pressure specified in the permit;

4) A description of any event that triggers a shut-off device required pursuant
to Section 730.188(e) and the response undertaken by the owner or
operator;

5) The monthly volume or mass of the carbon dioxide stream injected over
the reporting period and the volume injected cumulatively over the life of
the project;

6) The monthly annulus fluid volume added; and

7) The results of the monitoring required by Section 730.190.
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Report the results within 30 days after completion of any of the following:

1)
2)

3)

Any results of periodic tests of mechanical integrity;
Any well workover; and

Results of any other test of the injection well that the owner or operator
has conducted as required by the Agency.

Report any of the following events within 24 hours after the event:

1)

2)

3)

4)

5)

The owner or operator has discovered any evidence that the injected
carbon dioxide stream or associated pressure front may cause an
endangerment to a USDW;

The owner or operator has discovered any noncompliance with a permit
condition, or malfunction of the injection system, which may cause fluid
migration into or between USDWs;

The owner or operator has discovered any triggering of a shut-off system
(i.e., down-hole or at the surface);

The owner or operator has discovered any failure to maintain mechanical
integrity; or

The owner or operator has discovered any release of carbon dioxide to the
atmosphere or biosphere through surface air or soil gas monitoring or
other monitoring technologies that the Agency has required pursuant to
Section 730.190(h).

An owner or operator must notify the Agency in writing 30 days in advance of
any of the following:

1)

2)

Any planned well workover;

Any planned stimulation activities, other than stimulation for formation

testing conducted pursuant to Section 730.182; and
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Any other planned test of the injection well conducted by the owner or
operator.

e) In corresponding 40 CFR 146.91(e), USEPA has stated that owners or operators
must submit all required reports, submittals, and notifications under this Subpart
H to USEPA in an electronic format approved by USEPA.

f) The owner or operator must retain records as follows:

1)

2)

3)

4)

5)

The owner or operator must retain all data collected pursuant to Section
730.182 for Class VI permit applications throughout the life of the
geologic sequestration project and for 10 years following site closure.

The owner or operator must retain data on the nature and composition of
all injected fluids collected pursuant to Section 730.190(a) until 10 years
after site closure. The Agency may require the owner or operator to
deliver the records to the Agency at the conclusion of the retention period.

The owner or operator must retain monitoring data collected pursuant to
Section 730.190(b) through (i) for 10 years after it is collected.

The owner or operator must retain well plugging reports, post-injection
site care data, including, if appropriate, data and information used to
develop the demonstration of the alternative post-injection site care
timeframe, and the site closure report collected pursuant to requirements at
Section 730.193(f) and (h) for 10 years following site closure.

The Agency may require the owner or operator to retain any records
required by this Subpart H for a period that is longer than 10 years after
site closure. Any Agency requirement that the owner or operator retain
records for a longer period must be made in writing, the writing must
recite a definite longer period, and the Agency must state the reasons for
the determination to require the longer period. An owner or operator may
appeal any Agency determination made pursuant to this subsection (f)(5)
to the Board pursuant to Section 40 of the Act{415-H-CS-5/461.

BOARD NOTE: This Section corresponds with 40 CFR 146.91 (2017){2611}.
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(Source: Amended at 42 1ll. Reg. , effective )

Section 730.193 Post-Injection Site Care and Site Closure

a)

The owner or operator of a Class VI injection well must prepare, maintain, and
comply with a plan for post-injection site care and site closure that the Agency
has determined meets the requirements of subsection (a)(2)-ef-this-Sectien. The
requirement to maintain and implement an approved plan is directly enforceable,
regardless of whether the requirement is a condition of the permit.

1) The owner or operator must submit the post-injection site care and site
closure plan to the Agency as a part of the permit application.

2) The post-injection site care and site closure plan must include the
following information:

A) The pressure differential between pre-injection and predicted post-
injection pressures in the injection zones;

B) The predicted position of the carbon dioxide plume and associated
pressure front at site closure, as demonstrated in the area of review
evaluation required by Section 730.184(c)(1);

C) A description of the proposed post-injection monitoring location,
methods, and frequency;

D) A proposed schedule for submitting post-injection site care
monitoring results to the Agency pursuant to Section 730.191(e);
and

E) The duration of the post-injection site care timeframe and, if
approved by the Agency, the demonstration of the alternative post-
injection site care timeframe that ensures non-endangerment of
USDWs.

3) Upon cessation of injection, the owner or operator of a Class VI injection
well must either submit an amended post-injection site care and site
closure plan or demonstrate to the Agency through monitoring data and
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modeling results that no amendment to the plan is needed. The Agency
must approve any amendments to the post-injection site care and site
closure plan and incorporate the amendments into the permit, and the
incorporation of the amendments into the permit is subject to the permit
modification requirements set forth in 35 1ll. Adm. Code 704.262 or
704.264, as appropriate.

4) At any time during the life of the geologic sequestration project, the owner
or operator may modify and resubmit the post-injection site care and site
closure plan for Agency approval. The owner or operator must resubmit
the plan to the Agency within 30 days after making any modification.

The owner or operator must monitor the site following the cessation of injection
to show the position of the carbon dioxide plume and pressure front and
demonstrate that no USDW is being endangered.

1) Following the cessation of injection, the owner or operator must continue
to conduct monitoring as specified in the Agency-approved post-injection
site care and site closure plan for at least 50 years or for the duration of the
alternative timeframe approved by the Agency pursuant to requirements in
subsection (c)-ofthis-Seetien, unless the owner or operator makes a
demonstration under subsection (b)(2)-of this-Section. The monitoring
must continue until the geologic sequestration project no longer poses an
endangerment to USDWs and the demonstration under subsection (b)(2)
of-this-Section-is submitted and approved by the Agency.

2) If the Agency determines, based on monitoring and other site-specific
data, that the geologic sequestration project no longer poses an
endangerment to any USDW before 50 years or prior to the end of the
approved alternative timeframe, the Agency must either approve an
amendment to the post-injection site care and site closure plan to reduce
the frequency of monitoring or authorize site closure before the end of the
50-year period or prior to the end of the approved alternative timeframe.

3) Prior to authorization for site closure, the owner or operator must submit
to the Agency for review and approval a demonstration, based on
monitoring and other site-specific data, that no additional monitoring is
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needed to ensure that the geologic sequestration project does not pose an
endangerment to any USDW.

If the owner or operator cannot make the demonstration required by
subsection (b)(3) ef-this-Sectien-(i.e., the Agency has determined that
additional monitoring is needed to ensure that the geologic sequestration
project does not pose an endangerment to any USDW or the Agency has
not approved the demonstration) at the end of the 50-year period or at the
end of the approved alternative timeframe, the owner or operator must
submit to the Agency a plan to continue post-injection site care until the
owner or operator has made a demonstration that the Agency can approve.

Demonstration of alternative post-injection site care timeframe. If the Agency
determines in consultation with USEPA during the permitting process that an
alternative post-injection site care timeframe other than the 50-year default is
appropriate and ensures non-endangerment of any USDW, the Agency must
approve the alternative post-injection site care timeframe. The Agency must base
its determination on significant, site-specific data and information, including all
data and information collected pursuant to Sections 730.182 and 730.183, and the
Agency must determine based on substantial evidence that the geologic
sequestration project will no longer pose a risk of endangerment to any USDW at
the end of the alternative post-injection site care timeframe.

1)

A demonstration of an alternative post-injection site care timeframe must
include consideration and documentation of the following:

A) The results of computational modeling performed pursuant to
delineation of the area of review, as required by Section 730.184;

B) The predicted timeframe for pressure decline within the injection
zone and any other zones, such that formation fluids may not be
forced into any USDW, or the timeframe for pressure decline to
pre-injection pressures;

C) The predicted rate of carbon dioxide plume migration within the
injection zone and the predicted timeframe for the cessation of
migration;
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A description of the site-specific processes that will result in
carbon dioxide trapping, including immobilization by capillary
trapping, dissolution, and mineralization at the site;

The predicted rate of carbon dioxide trapping in the immobile
capillary phase, dissolved phase, and mineral phase;

The results of laboratory analyses, research studies, or field or site-
specific studies to verify the information required in subsections
(©)(1)(D) and (c)(1)(E)-ef-this-Section;

A characterization of the confining zones, including a
demonstration that each confining zone is free of transmissive
faults, fractures, and micro-fractures and is of appropriate
thickness, permeability, and integrity to impede fluid movement
(e.g., carbon dioxide, formation fluids, etc.);

The presence of potential conduits for fluid movement, including
planned injection wells and project monitoring wells associated
with the proposed geologic sequestration project or any other
projects in proximity to the predicted or modeled final extent of the
carbon dioxide plume and area of elevated pressure;

A description of the well construction and an assessment of the
quality of plugs of all abandoned wells within the area of review;

The distance between the injection zone and the nearest USDWSs
above and below the injection zone; and

Any additional site-specific factors required by the Agency.

Information submitted to support the demonstration required by subsection
(c)(1) ef-this-Seection-must meet the following criteria:

A)

All analyses and tests performed to support the demonstration must
be accurate and reproducible, and they must have been performed
in accordance with the established quality assurance standards;
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Estimation techniques must be appropriate, and USEPA-certified
test protocols must have been used where available;

Predictive models must be appropriate and tailored to the site
conditions, composition of the carbon dioxide stream, and injection
and site conditions over the life of the geologic sequestration
project;

Predictive models must be calibrated using existing information
(e.g., at Class I, Class Il, or Class V experimental technology
injection well sites) where sufficient data are available;

Reasonably conservative values and modeling assumptions must
be used and disclosed to the Agency whenever values are
estimated on the basis of known historical information instead of
site-specific measurements;

The owner or operator must perform an analysis to identify and
assess aspects of the alternative post-injection site care timeframe
demonstration that contribute significantly to uncertainty. The
owner or operator must conduct sensitivity analyses to determine
the effect that significant uncertainty may contribute to the
modeling demonstration.

An approved quality assurance and quality control plan must
address all aspects of the demonstration; and

Any additional criteria required by the Agency.

Notice of intent for site closure. The owner or operator must notify the Agency in
writing at least 120 days before site closure. At the time of this notice, if any
changes have been made to the original post-injection site care and site closure
plan, the owner or operator must also provide the revised plan. The Agency may
allow for a shorter notice period. The Agency must allow for a shorter notice
period if the Agency determines that the shorter notice period is adequate to
complete Agency review of the post-injection site care and site closure plan or
that well closure must occur more promptly.
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After the Agency has authorized site closure, the owner or operator must plug all
monitoring wells in a manner that will not allow movement of injection or
formation fluids which endangers a USDW.

The owner or operator must submit a site closure report to the Agency within 90
days after site closure, which must thereafter be retained at a location designated
by the Agency for at least 10 years. The report must include the following
records and documentation:

1)

2)

3)

Documentation of the injection and monitoring well plugging as required
by Section 730.192 and subsection (e)-ef-this-Sectien- The owner or
operator must provide a copy of a survey plat that the owner or operator
has submitted to the local zoning authority designated by the Agency. The
plat must indicate the location of the injection well relative to permanently
surveyed benchmarks. The owner or operator must also submit a copy of
the plat to USEPA Region 5;

Documentation of appropriate notification and information to all State and
local authorities that have authority over drilling activities within the area
of review, to enable those State and local authorities to impose appropriate
conditions on subsequent drilling activities that may penetrate the
injection and confining zones; and

BOARD NOTE: The lllinois Department of Natural Resources, Office of
Mines and Minerals, Oil and Gas Division and the Illinois Department of
Public Health each have some role in regulating well drilling, depending
on the type of well. Other State agencies may also have a role. Further,
units of local government and agencies of a sister state may regulate well
drilling if a portion of the area of review lies within their jurisdiction. The
owner or operator must assure that all applicable regulatory entities
receive the required notification and information.

Records reflecting the nature, composition, and volume of the carbon
dioxide stream.

Each owner or operator of a Class V1 injection well must record a notation on the
deed to the facility property or any other document that is normally examined
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during title search that will in perpetuity provide the following information to any
potential purchaser of the property:

1) The fact that land has been used to sequester carbon dioxide;

2) The name of the county with which the survey plat was filed, as well as
the addresses of the Agency and USEPA Region 5; and

3) The volume of fluid injected, the injection zone or zones into which the
fluid was injected, and the period over which injection occurred.

The owner or operator must retain records collected during the post-injection site
care period for at least 10 years following site closure. The owner or operator
must deliver the records to the Agency at the conclusion of the retention period,
and the records must thereafter be retained at a location designated by the Agency
for that purpose.

BOARD NOTE: This Section corresponds with 40 CFR 146.93 (2017){2611).

(Source: Amended at 4