ILLINOIS DEPARTMENT OF INSURANCE

CURRENT AND RECENTLY ADOPTED RULEMAKINGS

NOVEMBER 21, 2016

The following are summaries of administrative rules recently filed by IDOI; they are at various
stages in the rulemaking process. The rules listed here have been or soon will be published by the
Secretary of State in the Illinois Register. Links are provided to the issues of the Illinois Register
in which these rule have been published. In addition, IDOI’s adopted rules are available online
(after publication in the Illinois Register) at the Illinois General Assembly's Joint Committee on
Administrative Rules (JCAR) web page:
http://ilga.gov/commission/jcar/admincode/050/050parts.html

The proposed rules have no legal effect until after they have been through the first and second
notice periods and are adopted by IDOI and filed with the Secretary of State's Office. The public
may submit comments to IDOI during the 45-day first notice period that commences with a
rule’s initial publication in the Register. The adopted rules may differ from those originally
published. JCAR’s website contains additional information on the rulemaking process:
http://ilga.gov/commission/jcar/default.ntm

DISCLAIMER: The lllinois 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; however, the Illinois
Department of Insurance neither warrants nor represents the accuracy or timeliness of the information
contained in the Register, or on the IDOI website. The information and links provided on this site are
intended solely for the convenience of interested persons; you are urged to consult the official documents
or contact legal counsel of your choice. This site should not be cited as an official or authoritative source.
Amendments, court decisions and other proceedings may affect the text, interpretation, validity and
constitutionality of the laws and rules.

FIRST NOTICE:

50 11l. Adm. Code 941, Misrepresentation and False Warranties: Section 154 of the Illinois Insurance
Code has a provision that was enacted to protect consumers from having a policy voided, defeated or
rescinded by an insurance company (for policies not exempt under this provision) unless the insured made
a misrepresentation with actual intent to deceive or a misrepresentation that materially affects either the
acceptance of the risk or the hazard assumed by the company.


http://ilga.gov/commission/jcar/admincode/050/050parts.html
http://ilga.gov/commission/jcar/default.htm

When a policy of insurance is issued, the insurance company is supposed to underwrite the risk in order to
properly assess and rate the coverage. The Department has seen a number of complaints regarding
rescissions based on an alleged misrepresentation or material change in risk where the Department
believes the rescission and basis for such rescission is not valid. Due to the concern from our regulators,
and the harm to consumers, who are often third parties (for example, an individual who gets into an
accident with someone whose insurance company rescinds their policy), the Department believes it is
necessary to clarify via rule that if a company opts not to obtain the readily available information for
named insureds and drivers provided by the applicant at the time of application to underwrite the risk
prior to issuing the policy, the company shall not defeat, avoid or rescind the policy of insurance based on
obtaining the readily available information after a loss has occurred or a claim is filed. The rule has been
filed for First Notice and was published in the August 26 issue of the Illinois Register.

Date Published: August 26, 2016

Illinois Register Citation: 40 Ill. Adm. Code 11232

Comment Period Ended: October 10, 2016

For public comments, information and questions please contact:

Barbara Delano 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
312-814-0919 217-558-0957

312-814-2826 (fax)

SECOND NOTICE:

50 I1l. Adm. Code 928, Medical Professional Liability Database: Part 928 establishes a uniform
format for the reporting of information relating to allegations of provider liability. The proposed changes
will clarify what the user should input for the Supplement A to Schedule T reconciliation form, as well as
instructing users where to submit reports for claims and lawsuits and data reconciliation forms.
Additionally, under Section 928 Exhibit B regarding the reporting instructions, the insured’s Social
Security number is no longer being requested when the Illinois license number is unavailable. Part 928
was placed on the No Objection list at the November 15 JCAR meeting and is being prepared to file for
adoption.

Date Published: April 8, 2016

Illinois Register Citation: 40 Ill. Reg. 5783
JCAR Meeting: November 15, 2016

For information and questions please contact:

Patrick Riley, Assistant General Counsel or Susan Anders, Rules Coordinator
Department of Insurance Department of Insurance

122 S. Michigan Ave., 19th Floor 320 West Washington, 4™ Floor
Chicago, Illinois 60601-3251 Springfield, Illinois 62767-0001
(312) 814-8164 (217) 558-0957

(312) 814-2862 (fax) (217) 524-9033


http://www.cyberdriveillinois.com/departments/index/register/register_volume40_issue35.pdf
http://www.cyberdriveillinois.com/departments/index/register/register_volume40_issue15.pdf

50 1I. Adm. Code 1601, Securities Valuation Reserve; 50 Ill. Adm. Code 1602, War Clauses; 50 IlI.
Adm. Code 1604, Valuation of Reserves; and 50 Ill. Adm. Code 1605, Legal Reserve Life Blank
(Repealers): Parts 1601, 1602, 1604 and 1605 concern assessment legal reserve life companies. These
companies were formerly regulated pursuant to Article XV1 of the Illinois Insurance Code [215 ILCS
5/254 through 281.1] which was repealed in 2014 and 2015. There are no longer any assessment legal
reserve life companies in existence in Illinois; the last one was dissolved in late 2012. Therefore, the
rules are being repealed.

Date Published: August 5, 2016
Illinois Register Citation: 50 Ill. Adm. Code 1601 — 40 Ill. Reg. 10352; 50 Ill. Adm. Code 1602 — 40 IlI.

Reg. 10355; 50 I1l. Adm. Code 1604 — 40 1ll. Reg. 10359; 50 I1l. Adm. Code 1605 — 40 Ill. Reg. 10362
JCAR Meeting: December 13, 2016
For information and questions please contact:

James Rundblom or Susan Anders

Deputy General Counsel Rules Coordinator

Department of Insurance Department of Insurance

320 West Washington, 4™ Floor 320 West Washington, 4™ Floor
Springfield, Illinois 62767-0001 Springfield, Illinois 62767-0001
(217) 785-8559 (217) 558-0957

(217) 524-9033 (fax)

50 T11. Reg. 2909, Workers’ Compensation Large Deductible Business: On August 14, 2015, the
Governor signed Public Act 099-0369, which created 215 ILCS 5/155.44 in the Insurance Code. Section
5/155.44 applies to workers’ compensation insurers, with an A.M. Best Company rating below "A-" and
less than $200,000,000 in surplus. Section 5/155.44 also requires that insurers limit the size of the
policyholder's obligations under a large deductible agreement to no greater than 20% of the total net
worth of the policyholder at each policy inception and requires full collateralization of those outstanding
obligations owed under a large deductible agreement by surety bond, letter of credit or cash/securities
held in trust. The proposed new rule will implement this requirement.

Date Published: April 8, 2016

Illinois Register Citation: 40 Ill. Reg. 5806
JCAR Meeting: December 13, 2016

For information and questions please contact:

Joseph Clennon or Susan Anders

Assistant General Counsel Rules Coordinator

Department of Insurance Department of Insurance

320 West Washington, 4™ Floor 320 West Washington, 4™ Floor
Springfield, Illinois 62767-0001 Springfield, Illinois 62767-0001
(217) 557-1396 (217) 558-0957

(217) 524-9033 (fax)



http://www.cyberdriveillinois.com/departments/index/register/register_volume40_issue32.pdf
http://www.cyberdriveillinois.com/departments/index/register/register_volume40_issue32.pdf
http://www.cyberdriveillinois.com/departments/index/register/register_volume40_issue15.pdf

ADOPTED:

50 Ill. Reg. 4404, Portability of Creditable Service Time for Downstate and Suburban Police
Pension Funds: With the enactment of PA 096-1495, a second benefit tier was constructed for police
officers participating in Article 3 pension funds. Actuarial liabilities for this tier are calculated differently
than those for Tier 1. Therefore, the actuarial valuations are based on the type of tier. Currently, the type
of tier is not provided to the Department. The amendment to Section 4404.40 is in the heading only. The
amendment to Part 4404.11lustration A will add a line to the form to indicate under which benefit tier the
officer in question participates in order to appropriately calculate the true cost of transferring that
individual's creditable service time between Article 3 pension funds. This will allow the Department's
enrolled actuary to perform the proper actuarial valuation as required by the statute.

Date to be Published: October 28, 2016
Illinois Register Citation: Pending

Effective Date: October 17, 2016

For information and questions please contact:

Daniel Rozkuszka

Pension Analyst

Illinois Department of Insurance
122 S. Michigan Ave., 19" Floor
Chicago, IL 60603

(312) 814-2246



