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DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF PROPOSED AMENDMENTS

1) Heading of the Part: Construction and Filing of Accident and Health Insurance Policy
Forms

2) Code Citation: 50 Ill. Adm. Code 2001

3) Section Numbers: Proposed Action:
2001.2 New Section
2001.10 Amendment
2001.20 Amendment
2001.30 Amendment

4) Statutory Authority: Implementing Sections 143, 355, 356a and Articles IX and XX and
authorized by Section 401 of the Illinois Insurance Code [215 ILCS 5/143, 355, 356a,
132 et seq., 156 et seq. and 401]

5) A Complete Description of the Subjects and Issues Involved: The Division has made a
number of housekeeping changes that more accurately reflect the consolidation of our
agency under IDFPR. The Division has also added a definition Section identifying terms
that were not previously specifically defined.

6) Will this rulemaking replace any emergency rulemaking currently in effect? No
7) Does this rulemaking contain an automatic repeal date? No

8) Does this rulemaking contain incorporations by reference? No

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

10)  Statement of Statewide Policy Objectives: 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.

11)  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:

Eve Blackwell-Lewis, Senior Staff Attorney Barb Smith, Rules Coordinator
Department of Financial and Department of Financial and
Professional Regulation Professional Regulation

Division of Insurance 320 West Washington
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DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION v
NOTICE OF PROPOSED AMENDMENTS
320 West Washington, 4th Floor or 3rd Floor
Springfield, Illinois 62767-0001 Springfield, Illinois 62767-0001
217/782-2867 217/785-0813
12)  Initial Regulatory Flexibility Analysis:
A) Types of small businesses, small municipalities and not for profit corporations

affected: This amendment does not affect small businesses, small municipalities
and/or not for profit corporations.

B) Reporting, bookkeeping or other procedures required for compliance: No new
requirements are being added.

O) Types of professional skills necessary for compliance: Administrative

13)  Regulatory Agenda on which this rulemaking was summarized: This rulemaking was
inadvertently not included on either of the 2 most recent agendas.

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

PART 2001
CONSTRUCTION AND FILING OF ACCIDENT AND HEALTH
INSURANCE POLICY FORMS

SUBPART A: PROVISIONS APPLICABLE TO INDIVIDUAL AND GROUP POLICIES

Section

2001.1 Applicability

2001.2 Definitions

2001.3 Discretionary Clauses Prohibited

SUBPART B: PROVISIONS APPLICABLE TO INDIVIDUAL POLICIES

Section

2001.10 Applicability

2001.20 Construction of Accident and Health Insurance Policy Forms
2001.30 Filing of Policy Forms

AUTHORITY: Implementing Sections 143, 355, 356a and Articles IX and XX and authorized
by Section 401 of the Illinois Insurance Code [215 ILCS 5/143, 355, 356a, 132 et seq., 156 et
seq. and 401].

SOURCE: Filed and effective April 1, 1952; codified at 7 Ill. Reg. 3471; amended at 20 Ill. Reg.
14405, effective October 25, 1996; amended at 29 Il1. Reg. 10172, effective July 1, 2005;
amended at 31 IlI. Reg. , effective

SUBPART A: PROVISIONS APPLICABLE TO INDIVIDUAL AND GROUP POLICIES

Section 2001.2 Definitions

The following definitions shall apply to this Part:

Code means the Illinois Insurance Code [215 ILCS 5]1.

Director means the Director of the Illinois Department of Financial and
Professional Regulation-Division of Insurance.
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Division means the Illinois Department of Financial and Professional Regulation-
Division of Insurance.

(Source: Added at 31 Ill. Reg. , effective )

SUBPART B: PROVISIONS APPLICABLE TO INDIVIDUAL POLICIES

Section 2001.10 Applicability

This Subpart shall apply to:

a)

b)

c)

d)

Individual accident and health policy, certificate, endorsement, rider and
application forms filed with the Divisionthis Department by both foreign and
domestic companies with respect to Section 143, Article IX and Article XX of the
Hhineistnsuranee-Code [215 ILCS 5/143, Art. IX and Art. XX].

This Part shall also apply to individual policy, certificate, endorsement, rider and
application forms filed in accordance with Section 356a of the Hlinoistasurance
Code [215 ILCS 5/356a].

The filing procedure for accident and health forms as required by Section 355 of
the Hlineistnsurance-Code [215 ILCS 5/355].

The filing procedure for accident and health insurance policy forms prescribed by
50 I1l. Adm. Code 916.

(Source: Amended at 31 Ill. Reg. , effective )

Section 2001.20 Construction of Accident and Health Insurance Policy Forms

a)

b)

Section 356a Form of Policy.

1) Each policy form of a domestic company thatwhieh is issued for delivery
to a person residing in another state, must be approved by the Director
unless such policy form is subject to approval or disapproval by such other
state.

Section 357.1 Accident and Health Policy Provisions Required.

1) In order to expedite departmental action on policies submitted for
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NOTICE OF PROPOSED AMENDMENTS

approval, it is requested that companies adhere to the statutory wording
and order of the required provisions. Policies submitted thatwhiehk include
variations from the statutory words and order must be accompanied by a
complete list of all variations and a justification for each. Extensive
variations, without adequate justification, will only result in delay in the
processing of such policies. The companies' cooperation in keeping such
variations to a minimum is essential.

Each provision of Section 357.2 through 357.113 of the Hlineistnsuranee
Code [215 ILCS 5/357.2 through 357.113] must be preceded by a caption
and if the captions differ in any respect from the captions appearing in the

law changes must be clearly indicated and justified pursuant to subsection
2001.20(b)(1)-abeve.

Numbering of the "Required Provisions" will not be required.

Section 359a Application.

Y

2)

Where an Industrial Accident and Health policy is issued upon signed
application of the person to be insured, such application shall conform
with Section 359a of the Hlinetstnsuranee-Code [215 ILCS 5/359a].

The Application:

A) Where changes are made on the application for administrative
purposes only, such changes must be clearly indicated.

B) Where the application is subject to being changed for
administrative purposes by the insurer, such application shall
clearly indicate that any such changes are not to be ascribed to the
applicant.

Section 361a Age Limit.

Any policy form containing an "age limit" shall contain in substance a provision
setting forth the limitations of Section 361a of the Hlineistasuranee-Code [215
ILCS 5/361a].

Section 362a Non-Application to Certain Policies.
Section 362a(3) of the Hlineistnsuranee-Code [215 ILCS 5/362a(3)] does not
apply to group accident and health insurance provided for under Section
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356a(1)(c) of the Hlinoeistasuranee-Code [215 ILCS 5/356a(1)(c)].

Section 368 Industrial Accident and Health Insurance.

The DivisionBepartment will require Industrial Accident and Health policy forms
to be of the same form and content as other accident and health insurance policy
forms required to be filed pursuant to Section 355 of the Hlineistnsuranee-Code
[215 ILCS 5/355], except Industrial Accident and Health Policies shall be issued
on a weekly premium basis and contain the words "Industrial Policy" printed on
each form.

All provisions of the Third Edition of the Official Guide thatwhieh are consistent
with the statute will be required.

Accident and Health Insurance:

1) May only be defined as insurance against bodily injury, disablement or
death by accident and against disablement resulting from sickness or old
age and every insurance appertaining thereto.

2) Terms such as "external" and "violent" in connection with the definition of
accident and health insurance are not acceptable.

The information required in Section 356a(1)5(a) and (b) of the HlineisInsurance
Code [215 ILCS 5/356a(1)(a) and (b)] must appear in the policy form itself or on
its schedule page and cannot be added to the policy by rider, endorsement, or
supplement. Although riders, endorsements and supplements, when attached to
the policy form, become a part of the contract, it is evident the law intends that the
aforementioned information be made a part of the policy form itself, since this
Section specifically refers to the policy and distinguishes between the policy
forms, riders and endorsements.

Funeral benefits will not be permitted in accident and health contracts.

If hospitals are defined in accident and health contract forms presented for use in
this State, then an appropriate definition must be used. A term such as "legally
operated hospital" or any other definition thatwhieh is definite and applicable in
this State, will be accepted.

Waiting period provisions in accident and health insurance contracts thatwhieh
stipulate the contract must be maintained in "continuous force" or "in force for
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months after the effective date of the policy" or "in force for months

prior to the date of the loss," will not be accepted. Such provisions do not
adequately and clearly cover reinstatements and therefore, such waiting periods
must be based upon the loss occurring months after the effective date of the
policy and read similar to: No indemnity will be paid for loss thatwhiek occurs,
or commences, prior to months after the effective date of the policy.

Additional waiting periods for certain designated diseases or illnesses based upon
inception beyond the usual customary 15 to 30 days provided for in the Insuring
Provisions are not permissible. If additional waiting periods are deemed
necessary by the company for certain diseases and illnesses, then the
DivisionBepartment requires that such waiting periods be based upon the loss
occurring so many months after the effective date of the policy rather than being
based on the inception of the illness or disease.

"Strict compliance provisions" in accident and health insurance contracts will not
be acceptable for use in this State.

Any specific requirement for medical attendance by a licensed physician other
than that attendance thatwhieh is normally and customarily required for the
disease or accident resulting in loss for which claim is made, will not be
acceptable.

In accident and health insurance contracts thatwhieh include "medical attendance
benefits" and "surgical benefits" and limits liability to only one, provision must be
made for the payment of the greater benefit.

Broad, indefinite, ambiguous and inconsistent language must be excluded from all
accident and health insurance forms. Examples of such wording are:

1) The use of the words "indirectly" and "partly" in connection with
Exclusions, Limitations and Reductions,

2) The use of the word "reasonable" when used in connection with medical
attendance or any other condition or requirement included in the policy
form, unless use of such word results in the provision being more
favorable to the insured.

3) The use of such words as "appendages" "involving", "affecting", etc. in
connection with specified physical conditions. Medical terms should be
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definite, for instance, various types of hernia should be spelled out, or
provide a general statement that all types of hernia are meant.

Surgical Benefit Provisions in accident and health insurance contracts must
include and provide either:

1) That all operations will be covered not to exceed a stipulated amount for
any operation that may be performed, or

2) The inclusion of a schedule of operations thatwhieh includes:
A) Comparable benefits for operations of comparable severity;

B) A provision thatwhieh requires the company to pay a benefit for
any operation not listed in the schedule, based on an amount
equivalent to that specified for a listed operation of comparable
severity; and

0) A provision thatwhieh requires the company to pay for that
operation which provides the largest benefit when the company's
liability is limited to one operation where more than one is
performed, under named or enumerated conditions.

Surgical benefit provisions thatwhieh are contingent upon payment of a hospital
confinement benefit will not be approved.

Benefits for hospital room thatwhieh are based upon the actual expense incurred,
may be made contingent only upon a charge being made by the hospital. Benefits
payable on a stated or flat rate basis, regardless of the amount of expense
incurred, may make the benefit contingent upon hospital confinement of so many
hours.

Premium, Cancellation and Renewal Provisions:

1) Waiver of Premium Provisions must include a statement of coverage and
of the insured's rights and obligations regarding the resumption of
premium payments after the period of total disability has terminated
during which the premium has been waived. This statement must read
similarly to: After the termination of the period of total disability, during
which a premium has been waived, the insurance afforded in this contract
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shall continue in full force and effect until the next premium due date, at
which time the insured shall have the right to resume the payment of
premiums as provided in the contract.

2) If a premium is to be charged for the period from the expiration of the
period of total disability during which a premium has been waived and the
expiration date of the policy, then a statement of this fact must be added to
the provision together with a provision that the insurer will notify the
insured of the premium due.

3) A policy thatwhieh contains a cancellable provision may add at the end of
the provision in (u)(2)-abeve, "subject to the right of the insurer to cancel
in accordance with the cancellation provision hereof."

4) A policy in which the insurer reserves the right to refuse any renewal
premiums, shall add, "unless not less than five days prior to the premium
due date the insurer has delivered to the insured or has mailed to his last
address as shown by records of the insurer, written notice of its intention
not to renew this policy beyond the period for which the premium has
been waived."

Requirements for the so-called "franchise insurance" are different from those for
individual contracts in the following respects: Termination either by cancellation
or refusal to renew any individual contracts of the group is prohibited, unless all
like contracts of the group are terminated at the expiration of the contracts and
upon at least ten days' notice in advance. The only other termination conditions
thatwhieh may be included in such contracts are those which terminate coverage
because of nonpayment of premium, discontinuance of employment of the insured
by the named employer or the discontinuance of membership in the designated
organization or association, and in addition, coverage may be automatically
terminated at a designated attained age.

Policy forms that, whieh-in the opinion of the DivisionDepartment, will invite
misrepresentations in the advertising and sale of the same, due to the restrictive
nature of such forms as a result of unusual and/or over-lapping exclusions,
limitations, reductions, or conditions, will not be accepted for use in this State.

Time limitations, when included in benefit provisions, must be explained in terms
such as hours, days, weeks, months or years. Terms such as "immediately" or
"reasonably" are not acceptable, unless use of such words make the provision
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more favorable to the insured.

Policy contracts issued by assessment companies must include a provision setting
forth the contingent liability of the insured and should be based upon the regular
premium provided in the policy, and in addition thereto, such premium payments
as may be required by the company from time to time. This provision should be
placed in the contract with equal prominence to the benefit provisions.

Where a contingent liability provision is included in a contract issued by a mutual
company as provided for in Section 55 of the Hhineistnsuranee-Code [215 ILCS
5/55], the contingent liability of the policyholder must be based upon not less than
one nor more than ten times the amount of the premium expressed in the
continuation paragraph of the policy. This provision should be placed in the
contract with equal prominence to the benefit provisions.

Limited policy contracts will not be approved thatwhieh, in the opinion of the
Director, set forth in a more prominent manner the provisions for relatively large
benefits for specified accidents of rare occurrence than provisions for relatively
low benefits for accidents of more frequent occurrence. Accumulative
indemnities benefits are permissible, but schedules showing such benefits will not
be approved in accident and health contracts.

Riders, Endorsements and Exclusions:

1) Riders and endorsements thatwhieh are not complete in themselves must
be accompanied by the fill in material to be used therewith, to be
acceptable.

2) Exclusion of coverage riders and endorsements, executed subsequent to

the issuance of the policy, must provide for the signed acceptance of the
insured in addition to a statement to the effect that such rider or
endorsement is not valid unless signed by the insured. Policy forms
thatwhieh unilaterally reduce benefits must be formally approved by the
Director prior to the date they are attached to a policy issued or delivered
in this State.

3) Riders or endorsements submitted for the purpose of amending forms
submitted in accordance with Section 355 of the Hlineistnsuranee-Code
[215 ILCS 5/355], so that such forms will comply with the requirements
of the Hlineistnsuranee-Code or regulations of this DivisionDepartment,
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will not be accepted for approval, unless the Director is given an adequate
justification, in writing, for the use of such riders or endorsements.

Application:

1) Questions in an application pertaining to diseases or conditions must be
broken down so that applicants may insert their answer at least after every
four or five diseases or conditions listed unless questions are grouped as to
related diseases or conditions.

2) Application forms thatwhiehk are completed by individuals for themselves
and others cannot include a certification as to the correctness of the
answers in the application without some qualifications, preferably in the
Attestation Provision, and should read similar to "to the best of your
knowledge", or "to the best of your knowledge and belief". The courts
have held that answers to the questions are given to the best of the
applicant's belief, and the DivisionDepartment sees no reason why the
aforementioned qualification should not be contained in the application.

3) The receipt and/or application or policy provisions may provide that the
insurance shall be effective upon issuance and the payment of the first
premium while the insured is in good health. Provisions thatwhieh
provide the insurance shall not become effective until delivery of the
policy while the insured is in good health, will not be acceptable.

Where the application provides for a written proxy, such proxy must be executed
over the separate signature of the applicant. The signature required for the
application in accordance with Section 359a of the Hlineistnsuranee-Code [215
ILCS 5/359a] may not be used to satisfy this requirement.

Advertising appearing on an application form, or any other form that requires the
approval of the Director, is reviewed and filed by the Director in conjunction with
the approval of the form. This is in conformity with Section 143 of the Hlineis
Tasuranee-Code [215 ILCS 5/143].

The Director requires that any form, previously approved and subsequently
revised, must be submitted under a new form number, and be approved in
accordance with Section 143 of the Hineistasurance-Code(Supra). This applies
to advertising appearing on applications or other forms approved by the Director.
The only exception to this is advertising thatwhiek contains statistical
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information, such as the amount of claims paid or assets. For changes of this

kind, the insurer need not submit a new form number, but only advise the

DivisionBDepartment in writing as to the change in the statistical information and

the date of change. Advertising is not subject to approval but is filed for

informational purposes only. See 50 Ill. Adm. Code 916 for appropriate
transmittal sheets and instructions.

(Source: Amended at 31 I1l. Reg. , effective )

Section 2001.30 Filing of Policy Forms

a)

b)

Policy forms, riders and endorsements must be formally filed pursuant to 50 Il1.

Adm. Code 916 as follows:

1) Two copies of all such forms shall be submitted in blank. If the form does

not clearly indicate the place for the name of the insured, time the

insurance becomes effective, and the benefits, it will be required that such

forms be completed at the time of issuance.

2) Each form must bear an identifying form number in the lower left corner
of the first page. The form number is limited to thirty(30) characters. No
other date, except the inclusion of a printing date and/or designation of a
state, where a special edition is required, will be permitted in such space.

3) The insurer shall file a letter of submission asreguired-by-50-H--Adm-

Code 9o Hob-through-6)-containing:

A) The name of the form, if any, and identifying form number.

B) If the submission is a new form, so state.

O) If the form is intended to supersede another, give the form number

of the form replaced and the date it was approved by this

DivisionBDepartment and highlight all changes from the previously
approved form. Any changes not highlighted will not be deemed

to be approved.

Copies of the policy forms, riders and endorsements will be retained in the files of

this DivisionDepartment. Under no circumstances will copies of forms be

returned to the company with our stamp of approval thereon. Notice of approval
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will be given by letter or copy of the submitted transmittal form with the
Division'sDepartment's stamp affixed-therete.

(Source: Amended at 31 I1l. Reg. , effective )
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Heading of the Part: Medical Payment

Code Citation: 89 Ill. Adm. Code 140

Section Numbers: Proposed Action:
140.994 New Section
140.995 New Section
140.996 New Section
140.997 New Section

Statutory Authority: Section 12-13 of the Illinois Public Aid Code [305 ILCS 5/12-13]

Complete Description of the Subjects and Issues Involved: The proposed amendment,
establishes panel sizes and defines the ability of providers to affiliate; defines the
mandatory enrollment process; defines those services that are direct access, and sets forth
a provision that providers will be denied payment for services provided without a referral.

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

Will this rulemaking replace any emergency amendments currently in effect? Yes

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

Are there any other proposed rulemakings pending on this Part? Yes

Section Numbers Proposed Action llinois Register Citation

140.490 Amendment 30 I11. Reg. 12066; 07/14/06
140.492 Amendment 30 I11. Reg. 12066; 07/14/06
140.990 New Section 30 I11. Reg. 13633; 08/18/06
140.991 New Section 30 IlI. Reg. 13633; 08/18/06
140.992 New Section 30 I11. Reg. 13633; 08/18/06
140.993 New Section 30 IlI. Reg. 13633; 08/18/06
140.13 Amendment 30 I11. Reg. 14007; 08/25/06
140.15 Amendment 30 I11. Reg. 14007; 08/25/06
140.18 Amendment 30 I11. Reg. 14007; 08/25/06
140.20 Amendment 30 I11. Reg. 14007; 08/25/06

140.24 Amendment 30 I11. Reg. 14007, 08/25/06
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140.25 Amendment 30 I11. Reg. 14007; 08/25/06
140.28 Amendment 30 I1l. Reg. 14007; 08/25/06
140.30 Amendment 30 I11. Reg. 14007; 08/25/06
140.33 Amendment 30 I1l. Reg. 14007; 08/25/06
140.1001 Amendment 30 I11. Reg. 14007; 08/25/06
140.1002 Amendment 30 IlI. Reg. 14007; 08/25/06
140.1003 Amendment 30 I11. Reg. 14007; 08/25/06
140.1004 Amendment 30 IlI. Reg. 14007; 08/25/06
140.1005 Amendment 30 I11. Reg. 14007; 08/25/06
140.469 Amendment 30 I1l. Reg. 17719; 11/13/06
140.526 Amendment 30 I1l. Reg. 17719; 11/13/06
140.530 Amendment 30 I1l. Reg. 17719; 11/13/06
140.860 Amendment 30 I1l. Reg. 17719; 11/13/06

Statement of Statewide Policy Objectives: This rulemaking does not affect units of local
government.

Time, Place, and Manner in Which Interested Persons May Comment on this Proposed
Rulemaking: Any interested parties may submit comments, data, views, or arguments

concerning this proposed rulemaking. All comments must be in writing and should be
addressed to:

Tamara Tanzillo Hoffman

Chief of Administration and Rules

Illinois Department of Healthcare and Family Services
201 South Grand Avenue East, 3™ Floor

Springfield IL 62763-0002

217/557-7157

The Department requests the submission of written comments within 30 days after the
publication of this Notice. The Department will consider all written comments it receives
during the first notice period as required by Section 5-40 of the Illinois Administrative
Procedure Act [5 ILCS 100/5-40].

These proposed amendments may have an impact on small businesses, small
municipalities, and not-for-profit corporations as defined in Sections 1-75, 1-80 and 1-85
of the Illinois Administrative Procedure Act [5 ILCS 100/1-75, 1-80, 1-85]. These
entities may submit comments in writing to the Department at the above address in
accordance with the regulatory flexibility provisions in Section 5-30 of the Illinois
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Administrative Procedure Act [5 ILCS 100/5-30]. These entities shall indicate their
status as small businesses, small municipalities, or not-for-profit corporations as part of

any written comments they submit to the Department.

Initial Regulatory Flexibility Analysis:

A) Types of small businesses, small municipalities and not-for-profit corporations
affected: Health care providers

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

@) Types of professional skills necessary for compliance: None

Regulatory agenda on which this rulemaking was summarized: These proposed
amendments were not included on either of the two most recent regulatory agendas
because: this rulemaking was not anticipated by the Department when the two most
recent regulatory agendas were published.

The full text of the Proposed Amendments is identical to the text of the Emergency Amendments

that appears in this issue of the Illinois Register on page 19400:
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Heading of the Part: Issuance of Licenses

Code Citation: 92 I1l. Adm. Code 1030

Section Number: Proposed Action:
1030.83 Amendment

Statutory Authority: 625 ILCS 5/2-104 and 625 ILCS 5/6-521

A Complete Description of the Subjects and Issues Involved: Requirements for
hazardous material endorsement. This amendment is necessary in order to come into
compliance with the Federal Motor Carrier Safety Regulations.

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

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

Does this rulemaking contain an automatic repeal date? No

Does this proposed amendment contain incorporations by reference? Yes — 49 CFR 383,
49 U.S.C. 5103, 49 CFR 172(f) and 43 CRF part 73

Are there any other proposed amendments pending on this Part? Yes

Section Numbers Proposed Action llinois Register Citation
1030.11 Amendment 30 I1l. Reg. 11334; 6/30/2006
1030.65 Amendment 30 I1l. Reg. 18077; 11/17/2006
1030.81 Amendment 30 I1l. Reg. 16262; 10/13/2006
1030.82 Amendment 30 I1l. Reg. 16262; 10/13/2006
1030.85 Amendment 30 I1l. Reg. 16262; 10/13/2006
1030.96 Amendment 30 I1l. Reg. 16895; 10/27/2006
1030.98 Amendment 30 I1l. Reg. 16895; 10/27/2006

Statement of Statewide Policy Objectives: The rulemaking will not create or enlarge a
State mandate.

Time, Place, and Manner in which interested persons may comment on this proposed
rulemaking: Texts of the prepared amendments are posted on the Secretary of State's
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website, www.sos.il.us/departments/index/home as part of the Illinois Register.
Interested persons may present their comments concerning this proposed rulemaking in
writing within 45 days after publication of this notice to:

Office of the Secretary of State
Driver Services Department
JoAnn Wilson, Legislative Liaison
C/o Director's Office

2701 South Dirksen Parkway
Springfield IL 62723

217/785-1441

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

0] Types of Professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: July 2006

The full text of the Proposed Amendment begins on the next page:
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TITLE 92: TRANSPORTATION
CHAPTER II: SECRETARY OF STATE

PART 1030
ISSUANCE OF LICENSES

What Persons Shall Not be Licensed or Granted Permits

Procedure for Obtaining a Driver's License/Temporary Visitor's Driver's License
Denial of License or Permit

Cite for Re-examination

Physical and Mental Evaluation

Errors in Issuance of Driver's License/Cancellation

Medical Criteria Affecting Driver Performance

Classification of Drivers — References

Classification Standards

Fifth Wheel Equipped Trucks

Bus Driver's Authority, Religious Organization and Senior Citizen Transportation
Commuter Van Driver Operating a For-Profit Ridesharing Arrangement
Third-Party Certification Program

Religious Exemption for Social Security Numbers

Instruction Permits

Driver's License Testing/Vision Screening

Driver's License Testing/Vision Screening With Vision Aid Arrangements Other
Than Standard Eye Glasses or Contact Lenses

Driver's License Testing/Written Test

Endorsements

Charter Bus Driver Endorsement Requirements

Hazardous Material Endorsement

Vehicle Inspection

Driver's License Testing/Road Test

Multiple Attempts — Written and/or Road Tests

Exemption of Facility Administered Road Test

Temporary Licenses

Requirement for Photograph and Signature of Licensee on Driver's License
Disabled Person/Handicapped Identification Card

Restrictions

Restricted Local Licenses

Duplicate or Corrected Driver's License or Instruction Permit
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1030.95 Consular Licenses (Repealed)

1030.96 Restricted Commercial Driver's License

1030.97 Invalidation of a Driver's License, Permit and/or Driving Privilege
1030.98 School Bus Commercial Driver's License

1030.100 Anatomical Gift Donor

1030.110 Emergency Medical Information Card

1030.115 Change-of-Address

1030.120 Issuance of a Probationary License

1030.130 Grounds for Cancellation of a Probationary License
1030.140 Use of Captured Images

1030.APPENDIX A Questions Asked of a Driver's License Applicant
1030.APPENDIX B Acceptable Identification Documents

AUTHORITY: Implementing Article I of the Illinois Driver Licensing Law of the Illinois
Vehicle Code [625 ILCS 5/Ch. 6, Art. 1] and authorized by Section 2-104(b) of the Illinois
Vehicle Title and Registration Law of the Illinois Vehicle Code [625 ILCS 5/2-104(b)].

SOURCE: Filed March 30, 1971; amended at 3 Ill. Reg. 7, p. 13, effective April 2, 1979;
amended at 4 I1l. Reg. 27, p. 422, effective June 23, 1980; amended at 6 Ill. Reg. 2400, effective
February 10, 1982; codified at 6 Ill. Reg. 12674; amended at 9 I1l. Reg. 2716, effective February
20, 1985; amended at 10 Ill. Reg. 303, effective December 24, 1985; amended at 10 I1l. Reg.
18182, effective October 14, 1986; amended at 11 I1l. Reg. 9331, effective April 28, 1987;
amended at 11 Ill. Reg. 18292, effective October 23, 1987; amended at 12 I1l. Reg. 3027,
effective January 14, 1988; amended at 12 Ill. Reg. 13221, effective August 1, 1988; amended at
12 T1l. Reg. 16915, effective October 1, 1988; amended at 12 I1l. Reg. 19777, effective
November 15, 1988; amended at 13 Ill. Reg. 5192, effective April 1, 1989; amended at 13 Tll.
Reg. 7808, effective June 1, 1989; amended at 13 I1l. Reg. 12880, effective July 19, 1989;
amended at 13 Ill. Reg. 12978, effective July 19, 1989; amended at 13 I1l. Reg. 13898, effective
August 22, 1989; amended at 13 Ill. Reg. 15112, effective September 8, 1989; amended at 13 IlL.
Reg. 17095, effective October 18, 1989; amended at 14 Ill. Reg. 4570, effective March 8, 1990;
amended at 14 Ill. Reg. 4908, effective March 9, 1990; amended at 14 Ill. Reg. 5183, effective
March 21, 1990; amended at 14 I1l. Reg. 8707, effective May 16, 1990; amended at 14 I1l. Reg.
9246, effective May 16, 1990; amended at 14 I11. Reg. 9498, effective May 17, 1990; amended at
14 111. Reg. 10111, effective June 11, 1990; amended at 14 I1l. Reg. 10510, effective June 18,
1990; amended at 14 I1l. Reg. 12077, effective July 5, 1990; amended at 14 Ill. Reg. 15487,
effective September 10, 1990; amended at 15 I1l. Reg. 15783, effective October 18, 1991;
amended at 16 I1l. Reg. 2182, effective January 24, 1992; emergency amendment at 16 Ill. Reg.
12228, effective July 16, 1992, for a maximum of 150 days; emergency expired on December
13, 1992; amended at 16 Ill. Reg. 18087, effective November 17, 1992; emergency amendment
at 17 Ill. Reg. 1219, effective January 13, 1993, for a maximum of 150 days; amended at 17 IlL.
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Reg. 2025, effective February 1, 1993; amended at 17 Ill. Reg. 7065, effective May 3, 1993;
amended at 17 I1l. Reg. 8275, effective May 24, 1993; amended at 17 Ill. Reg. 8522, effective
May 27, 1993; amended at 17 Ill. Reg. 19315, effective October 22, 1993; amended at 18 IlL.
Reg. 1591, effective January 14, 1994; amended at 18 Ill. Reg. 7478, effective May 2, 1994;
amended at 18 Ill. Reg. 16457, effective October 24, 1994; amended at 19 I1l. Reg. 10159,
effective June 29, 1995; amended at 20 Ill. Reg. 3891, effective February 14, 1996; emergency
amendment at 20 I1l. Reg. 8358, effective June 4, 1996, for a maximum of 150 days; emergency
amendment repealed in response to an objection of the Joint Committee on Administrative Rules
at 20 I1l. Reg. 14279; amended at 21 Ill. Reg. 6588, effective May 19, 1997; amended at 21 Ill.
Reg. 10992, effective July 29, 1997; amended at 22 Ill. Reg. 1466, effective January 1, 1998;
emergency amendment at 23 Ill. Reg. 9552, effective August 1, 1999, for a maximum of 150
days; amended at 23 Ill. Reg. 13947, effective November 8, 1999; amended at 24 I1l. Reg. 1259,
effective January 7, 2000; emergency amendment at 24 I11. Reg. 1686, effective January 13,
2000, for a maximum of 150 days; amended at 24 Ill. Reg. 6955, effective April 24, 2000;
emergency amendment at 24 I1l. Reg. 13044, effective August 10, 2000, for a maximum of 150
days; amended at 24 Ill. Reg. 18400, effective December 4, 2000; amended at 25 Ill. Reg. 959,
effective January 5, 2001; amended at 25 Ill. Reg. 7742, effective June 5, 2001; amended at 25
I1l. Reg. 12646, effective September 24, 2001; emergency amendment at 25 I1l. Reg. 12658,
effective September 24, 2001, for a maximum of 150 days; emergency expired February 20,
2002; amended at 26 Il1. Reg. 9961, effective June 24, 2002; amended at 27 I1l. Reg. 855,
effective January 3, 2003; emergency amendment at 27 Ill. Reg. 7340, effective April 14, 2003,
for a maximum of 150 days; emergency expired September 10, 2003; emergency amendment at
27 1II. Reg. 16968, effective October 17, 2003, for a maximum of 150 days; emergency expired
March 14, 2004; emergency amendment at 28 Ill. Reg. 384, effective January 1, 2004, for a
maximum of 150 days; emergency expired May 29, 2004; amended at 28 I1l. Reg. 8895,
effective June 14, 2004; amended at 28 I1l. Reg. 10776, effective July 13, 2004; amended at 29
I1l. Reg. 920, effective January 1, 2005; emergency amendment at 29 Ill. Reg. 2469, effective
January 31, 2005, for a maximum of 150 days; emergency expired June 29, 2005; amended at 29
I1l. Reg. 9488, effective June 17, 2005; amended at 29 Ill. Reg. 12519, effective July 28, 2005;
amended at 29 Ill. Reg. 13237, effective August 11, 2005; amended at 29 Ill. Reg. 13580,
effective August 16, 2005; amended at 30 I1l. Reg. 910, effective January 6, 2006; amended at 30
I1l. Reg. 5621, effective March 7, 2006; amended at 30 I1l. Reg. 11365, effective June 15, 2006;
emergency amendment at 30 Ill. Reg. 11409, effective June 19, 2006, for a maximum of 150
days; emergency expired November 15, 2006; amended at 31 Ill. Reg. , effective

Section 1030.83 Hazardous Material Endorsement

a) Section 1030.83 Definitions
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"Adjudicate" — to make an administrative determination of whether an applicant
meets the standards in this Part based on the merits of the issues raised.

"Applicant" — an individual who is applving for a new, renewal, or transfer
hazardous materials endorsement.

"Authorized Secretary of State Employee" — a Secretary of State Driver Services
Facility employee.

"Cancellation" — cancellation of a CDL with a HME — the annulment or
termination by formal action of the Secretary of State of an applicant's
CDLindividual'secommereial-motorvehiele Heense with a HME who is no longer
entitled to such license in accordance with a notification from the Transportation
Security Administration (TSA) that the endorsement holder poses a security threat
warranting denial of a hazardous material endorsement.

"Commercial Driver's License" or "CDL" — a driver's-license issued by a state or
other jurisdiction, in accordance with the standards contained in 49 CFR 383, to an
individual a-persen-that authorizes the individualpersen to operatedrive a eertain

class of commercial motor vehicle-ervehieles{see-625-H-CS-5/6-500).

"Commercial Motor Vehicle" — a motor vehicle, used in commerce, having a
Gross Vehicle Weight Rating (GVWR) of 26,001 pounds or more, or such lesser
GVWR as subsequently determined by Federal regulations or the Secretary of
State; or any combination of vehicles with a Gross Combination Weight Rating
(GCWR) 0of 26,001 pounds or more, provided the GVWR of any vehicles being
towed is 10,001 pounds or more; or a vehicle designed to transport 16 or more
persons; or a vehicle transporting hazardous materials that is required to be
placarded. The definition does not include recreational vehicles when operated
primarily for personal use, military vehicles being operated by non-civilian
personnel or firefighting equipment owned or operated by or for a governmental
entity.

"Commercial Instruction Permit" or "CIP" — a permit issued pursuant to 625 ILCS
5/6-508.

"Day" — a calendar day.

"Driver" — any person who drives, operates, or is in physical control of a
commercial motor vehicle, or who is required to hold a CDL.
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"Driver License Facility" — facility operated by the Secretary of State where
driving examinations are administered and driver's licenses are issued.

"Final Notification of Threat Assessment” — a final administrative determination
by the TSA that an individual poses a security threat warranting denial of the
authorization for which the individual is applying, including the resolution of
related appeals.

"Hazardous Material" — means any material that has been designated as hazardous

under 49 USC 5103 and is required to be placarded under subpart F of 49 CFR
172 or any quantity of a material listed as a select agent or toxin in 43 CFR 73
(see 49 CFR 383.5).

"Hazardous Material Endorsement"” or "HME" — an indicator on the driver's

license that the driver is qualified to transport hazardous materials that require
placarding.

"Initial Notification of Threat Assessment" — an initial administrative
determination by TSA that an individual poses a security threat warranting denial
of the authorization for which the individual is applying.

"Secretary of State" — Illinois Secretary of State.

"Notification of No Security Threat" — an administrative determination by TSA
that an individual does not pose a security threat warranting denial of the
authorization for which the individual has successfully passed the Security Threat

Assessment performed by TSA and is eligible to apply for a Hazardous Material
Endorsement.
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"Rescind Order" — a removal by formal action to annul or void a cancellation or
denial of a Commercial Driver's License.

"Threat Assessment Fee" — the fee required to pay for the cost of TSA
adjudicating security threat assessments, appeals, and waivers under 49 CFR
1572.

"Transportation Security Administration" or "TSA" — a division of the
Department of Homeland Security to administer provisions of the Uniting and
Strengthening America by Providing Appropriate Tools Required to Intercept and
Obstruct Terrorism Act (USA Patriot Act); Public Law 107-56, October 25, 2001,
115 Stat. 272.

"Vendor" — an authorized fingerprint company approved by the Illinois State
Police (ISP) who will transmit fingerprint data to ISP to be forwarded to the
Federal Bureau of Investigation (FBI) for a security threat assessment.

The Secretary of State must notify a holder of a HME at least 60 days, as
currently required by 49 CFR 1572.13, before the expiration date of the
endorsement that the applicant must initiate a security threat assessment from the
TSA as soon as possible, but no later than 30 days before the expiration of the
applicant's endorsement, and that the applicant's endorsement cannot be renewed
if the TSA has not issued to the Secretary of State a Notification of No Security
Threat. The Secretary of State must require that a HME be renewed no more than
five years after issuance.

In order for the Secretary of State to issue a HME, all applicants must successfully
comply with the following:

1) possess a valid and properly classified driver's license with a CIP or a
CDL issued by the Secretary of State;

2) submit the TSA application and a $34 threat assessment fee to the
authorized Secretary of State employee indicating he/she intends to apply
for the TSA fingerprint-based criminal history record check;

3) pass a written test administered by the Secretary of State on the
transporting of hazardous materials;



ILLINOIS REGISTER 18871

e)d)

De)

2

06
SECRETARY OF STATE

NOTICE OF PROPOSED AMENDMENT

4) submit his/her fingerprints and pay all fees for taking and processing of
the fingerprints to an authorized vendor who will transmit fingerprint data
to ISP to be forwarded to the FBI for a fingerprint-based criminal history
background record check for a threat assessment;

5) pay all related application and fingerprinting fees as established by 49
CFR 1572, including, but not limited to, the amounts established by the
FBI and the TSA;

6) affirm under penalty of perjury that he/she has not made a false statement
or knowingly concealed a material fact in any application for the HME.

Upon receipt of Notification of No Security Threat from TSA on an applicanta
driver that does not currently hold a HME on his/her CDL, the Secretary of State
shall place a tag on the driving record and notify the applicant in writing of the
Notification of No Security Threat from TSA and direct the applicant to return to
a driver license facility to complete the requirements for the issuance of a HME.

Upon receipt of an Initial or Final Notification of Threat Assessment from TSA
on an applicanta-driver that does not currently hold a HME on his/her CDL, the
Secretary of State shall place a tag on the driving record of the applicant
indicating he/she is not eligible for a HME. Correspondence notifying the
applicant of the failed threat assessment shall be sent by TSA directly to the
applicant, along with information regarding the applicant's right to due process.

Upon receipt of Notification of No Security Threat from TSA on an applicanta
driver that currently holds a CDL with a HME, the Secretary of State shall place a
tag on the driving record and notify the applicant in writing of the Notification of
No Security Threat from TSA and direct the applicant to return to a driver license
facility to complete the requirements to renew or transfer from another state
his/her CDL with a HME.

Upon receipt of an Initial or Final Notification of Threat Assessment from TSA
on an applicanta-driver that currently holds a CDL with a HME, the Secretary of
State shall place a tag on the driving record and send written notice to the
applicantdriver explaining that he/she has failed the Threat Assessment and,
therefore, must appear at a driver license facility to have the HME removed from
his/her CDL. The applicanthelder will be given at least 5 days, but no more than
1530 days, from the date of the notice, to appear at a driver license facility and
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have the HME removed from his/her CDL. A corrected CDL will then be issued
without the HME at no charge to the driver.

Refusal or neglect of an applicanta-driver to have the HME removed and obtain a
corrected CDL, pursuant to subsection (g) of this Section, shall result in the
cancellation of the driver's CDL pursuant to 625 ILCS 5/6-201(a)(6) and 6-207.
An applicantA-driver whose CDL was cancelled may request an administrative
hearing to contest the cancellation. The scope of the hearing shall be limited to
the reason for the cancellation and shall not address the Threat Assessment
conducted by TSA.

If, after a driver's CDL has been cancelled pursuant to subsection (hg), for failing
to have the HME removed from the license after the SOS received an Initial or
Final Notification of Threat Assessment from TSA as set forth in subsection (g),
the Secretary receives a Notification of No Security Threat from TSA on the
driver, an order rescinding the cancellation shall be entered and the driver's CDL
and the HME will be valid.

An applicantA-driver who obtains a corrected CDL shall be deemed to be in
compliance with the Secretary of State's request and shall be allowed to retain
his/her CDL driving privileges.

If the Secretary of State receives a Notification of No Security Threat after a
driver has previously been deemed a Security Threat by TSA and has had the
HME removed from his/her CDL in compliance with subsection (gf), the
Secretary of State shall send written notice to the driver that he/she is now eligible
to have the HME added back to his/her CDL. The written notice shall advise the
driver that he/she may visit a driver license facility to have a corrected CDL
issued reflecting the HME at no cost to the driver.

Effective January 31, 2005, the SOS shall not issue a new HME in compliance
with subsection (de) until the Secretary of State has received a Notification of No
Security Threat from TSA.

Effective March 31, 2005, an applicanta-driver who possesses a CDL with a HME
and who will be applying to renew his/her CDL-HME after May 31, 2005 may
complete the TSA application, pay all associated fees and submit his/her
fingerprints to an authorized vendor. Effective May 31, 2005, the Secretary of
State shall not renew or transfer from another state a HME in compliance with
subsection (fe) until the Secretary of State has received a Notification of No
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Security Threat from TSA._However, the Secretary of State may extend the
expiration date of the time for 90 days if TSA has not provided a Determination
of No Security Threat or a Final Determination of Threat Assessment before the
expiration date of the HME. Any additional extension must be approved in
advance by the Director of the Department of Homeland Security.

(Source: Amended at 31 Ill. Reg. , effective )
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1) Heading of the Part: Cancellation, Revocation or Suspension of Licenses or Permits

2) Code Citation: 92 Ill. Adm. Code 1040

3) Section Number: Proposed Action:
1040.70 Amendment

4) Statutory Authority: 625 ILCS 5/2-104 and 625 ILCS 5/6-521

5) A Complete Description of the Subjects and Issues Involved: Definitions and
requirements for the Problem Driver Pointer System. This amendment is necessary in
order to come into compliance with the Federal Motor Carrier Safety Regulations.

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

7) Will this rulemaking replace an emergency rulemaking 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 proposed rulemakings pending on this Part? Yes

Section Numbers Proposed Action Illinois Register Citation
1040.20 Amendment 30 I1l. Reg. 15917; 10/6/2006
1040.33 Amendment 30 I11. Reg. 13846; 8/18/2006
1040.115 Amendment 30 I11. Reg. 18089; 11/17/2006

11)  Statement of Statewide Policy Objective: The rulemaking will not create or enlarge a
State mandate.

12)  Time, Place, and Manner in which interested persons may comment on this proposed
rulemaking: Texts of the prepared amendments are posted on the Secretary of State’s
website, www.sos.il.us/departments/index/home as part of the Illinois Register. Interested
persons may present their comments concerning this proposed rulemaking in writing
within 45 days after publication of this notice to:

Office of the Secretary of State
Driver Services Department
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JoAnn Wilson, Legislative Liaison
C/o Director's Office
2701 South Dirksen Parkway
Springfield IL 62723
217/785-1441

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

)] Types of Professional skills necessary for compliance: None

14)  Regulatory Agenda on which this rulemaking was summarized: July 2006

The full text of the Proposed Amendment begins on the next page:
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TITLE 92: TRANSPORTATION
CHAPTER II: SECRETARY OF STATE
PART 1040
CANCELLATION, REVOCATION OR SUSPENSION
OF LICENSES OR PERMITS
Section
1040.10 Court to Forward Licenses and Reports of Convictions
1040.20 Ilinois Offense Table
1040.25 Suspension or Revocation for Driving Without a Valid Driver's License
1040.29 2 or More Traffic Offenses Committed Withinwithin 24 Months by a Person
Under the Age of 21 Years
1040.30 3 Orer More Traffic Offenses Committed Within 12 Months
1040.31 Operating a Motor Vehicle During a Period of Suspension or Revocation
1040.32 Suspension or Revocation of Driver's Licenses, Permits or Identification Cards
Used Fraudulently
1040.33 Suspension or Revocation of Driver's Licenses/Permits for Fictitious or
Unlawfully Altered Person-with-Disabilities License Plate or Parking Decal or
Device or Fraudulent Person-with-Disabilities License Plate or Parking Decal or
Device
1040.35 Administrative Revocation for Commission of an Offense Requiring Mandatory
Revocation Upon Conviction, and Suspension or Revocation Based Upon a Local
Ordinance Conviction
1040.36 Suspension for Violation of Restrictions on Driver's License
1040.37 Suspension for Violation of Restrictions on Instruction Permit
1040.38 Commission of a Traffic Offense in Another State
1040.40 Repeated Convictions or Collisions
1040.41 Suspension of Licenses for Curfew Violations
1040.42 Fleeing and Eluding
1040.43 [llegal Transportation
1040.46 Fatal Accident and Personal Injury Suspensions or Revocations
1040.48 Vehicle Emission Suspensions
1040.50 Suspension or Revocation of License of Commercial Vehicle Driver
1040.52 Driver Remedial Education Course
1040.55 Suspension for Driver's License Classification Violations
1040.60 Release of Information Regarding a Disposition of Court Supervision
1040.65 Offenses Occurring on Military Bases
1040.66 Invalidation of a Restricted Driving Permit

1040.70 Problem Driver Pointer System
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1040.80 Cancellation of Driver's License Upon Issuance of a Handicapped Identification

Card

1040.100 Rescissions

1040.101 Reinstatement Fees

1040.102 Bankruptcy Rule for Suspensions, Cancellations, Failure to Pay and Returned
Checks Actions

1040.105 Suspension for 5 or More Tollway Violations and/or Evasions

1040.107 Suspension for Violation of 625 ILCS 5/11-907, Approaching a
Stationary Emergency Vehicle

1040.108 Suspension for Failure to Make Report of Vehicle Accident Violations

1040.109 Two or More Convictions for Railroad Crossing Violations

1040.110 Bribery

1040.111 Suspension for Violation of 625 ILCS 5/11-908(a-1) for Failure to Yield upon
Entering a Construction or Maintenance Zone whenWhen Workers Are Present

AUTHORITY: Implementing Articles II and VII of the Illinois Driver Licensing Law of the
Ilinois Vehicle Code [625 ILCS 5/Ch. 6, Arts. II and VII] and authorized by Section 2-104(b) of
the Illinois Vehicle Title and Registration Law of the Illinois Vehicle Code [625 ILCS 5/2-
104(b)].

SOURCE: Filed September 22, 1972; amended at 3 I1l. Reg. 26, p. 282, effective June 30, 1979;
amended at 5 I1l. Reg. 3533, effective April 1, 1981; amended at 6 I1l. Reg. 4239, effective April
2, 1982; codified at 6 I1l. Reg. 12674; amended at 8 Ill. Reg. 2200, effective February 1, 1984;
amended at 8 I1l. Reg. 3783, effective March 13, 1984; amended at 8 I1l. Reg. 18925, effective
September 25, 1984; amended at 8 I11. Reg. 23385, effective November 21, 1984; amended at 10
I1l. Reg. 15265, effective September 4, 1986; amended at 11 I1l. Reg. 16977, effective October 1,
1987; amended at 11 Ill. Reg. 20659, effective December 8, 1987; amended at 12 Ill. Reg. 2148,
effective January 11, 1988; amended at 12 I1l. Reg. 14351, effective September 1, 1988;
amended at 12 Ill. Reg. 15625, effective September 15, 1988; amended at 12 I1l. Reg. 16153,
effective September 15, 1988; amended at 12 I1l. Reg. 16906, effective October 1, 1988;
amended at 12 Ill. Reg. 17120, effective October 1, 1988; amended at 13 Ill. Reg. 1593, effective
January 23, 1989; amended at 13 Ill. Reg. 5162, effective April 1, 1989; amended at 13 I1l. Reg.
7802, effective May 15, 1989; amended at 13 I1l. Reg. 8659, effective June 2, 1989; amended at
13 I1l. Reg. 17087, effective October 16, 1989; amended at 13 Ill. Reg. 20127, effective
December 8, 1989; amended at 14 I1l. Reg. 2944, effective February 7, 1990; amended at 14 Il1.
Reg. 3664, effective February 7, 1990; amended at 14 Ill. Reg. 5178, effective April 1, 1990;
amended at 14 Ill. Reg. 5560, effective March 22, 1990; amended at 14 I1l. Reg. 14177, effective
August 21, 1990; amended at 14 Ill. Reg. 18088, effective October 22, 1990; amended at 15 111
Reg. 14258, effective September 24, 1991; amended at 17 Ill. Reg. 8512, effective May 27,
1993; amended at 17 Ill. Reg. 9028, effective June 2, 1993; amended at 17 I1l. Reg. 12782,
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effective July 21, 1993; amended at 18 Ill. Reg. 7447, effective May 3, 1994; amended at 18 Ill.
Reg. 10853, effective June 27, 1994; amended at 18 Ill. Reg. 11644, effective July 7, 1994;
amended at 18 Ill. Reg. 16443, effective October 24, 1994; amended at 20 I1l. Reg. 2558,
effective January 26, 1996; amended at 21 Ill. Reg. 8398, effective June 30, 1997; amended at
21 I1l. Reg. 10985, effective July 29, 1997; amended at 21 Ill. Reg. 12249, effective August 26,
1997; amended at 21 Ill. Reg. 12609, effective August 29, 1997; amended at 22 Ill. Reg. 1438,
effective January 1, 1998; amended at 22 Ill. Reg. 5083, effective February 26, 1998; amended at
22 1ll. Reg. 13834, effective July 10, 1998; amended at 24 Ill. Reg. 1655, effective January 11,
2000; emergency amendment at 24 I11. Reg. 8398, effective June 2, 2000, for a maximum of 150
days; emergency expired October 29, 2000; emergency amendment at 24 I1l. Reg. 16096,
effective October 12, 2000, for a maximum of 150 days; amended at 24 I1l. Reg. 16689, effective
October 30, 2000; amended at 25 Ill. Reg. 2723, effective January 31, 2001; amended at 25 III.
Reg. 6402, effective April 26, 2001; emergency amendment at 26 Ill. Reg. 2044, effective
February 1, 2002, for a maximum of 150 days; emergency expired June 30, 2002; emergency
amendment at 26 Ill. Reg. 3753, effective February 21, 2002, for a maximum of 150 days;
emergency expired July 20, 2002; amended at 26 Ill. Reg. 12373, effective July 25, 2002;
amended at 26 Ill. Reg. 13684, effective August 28, 2002; amended at 29 Ill. Reg. 2441,
effective January 25, 2005; amended at 29 I1l. Reg. 13892, effective September 1, 2005;
amended at 29 Ill. Reg. 15968, effective October 7, 2005; amended at 30 I1l. Reg. 1896, effective
January 26, 2006; amended at 30 Ill. Reg. 2557, effective February 10, 2006; amended at 30 Ill.
Reg. 11299, effective June 12, 2006; amended at 31 I11. Reg. , effective .

Section 1040.70 Problem Driver Pointer System
a) For purposes of this Section, the following definitions shall apply:
"Applicant" — person applying for an Illinois driver's license.

"Cancellation” — the annulment or termination by formal action of the Secretary
of a person’s driver's license because the licensee is no longer entitled to such
license since his/her driving privileges are withdrawn in another state as
provided for in Section 1040.20 of this Part, and as defined in Section 1-110 of
the Illinois Vehicle Code [625 ILCS 5/1-110].

"Clean File" — a file that a state submits to the National Driver Register (NDR)
containing all appropriate records from the state as of a given date, which will
replace all prior records on the NDR database.

"Clearance Letter" — any document received from another state dated within 30
days of the current process date, and verifying that an individual has had his/her
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driving privileges restored in that state.

"Conviction™ — a final adjudication of guilty by a court of competent jurisdiction
either after a bench trial, trial by jury, plea of guilty, order of forfeiture, or
default as defined in Section 6-100 of the Illinois Driver Licensing Law of the
Illinois Vehicle Code [625 ILCS 5/6-100].

"Delayed Search" — the planned, repeated checking of inquiries submitted to the
NDR for a period of 104 days against any possible data changes that may affect
the original inquiry.

"Department" — Department of Driver Services within the Office of the Secretary
of State.

"Driver History Record" — a standardized form of limited information obtained
from the SOR when an SOI makes a history request.

"Driver Status" — the current standing of a driver's license in the SOR, indicating
whether the license is currently valid, revoked, suspended or withdrawn, that is
supplied via computer automation when an SOI makes an inquiry to an SOR.

"National Driver Register" or "NDR" — a computerized database of files on
drivers maintained by the U.S. Department of Transportation National Highway
Safety Administration.

"Open or Pending Revocation(s)" — revocation(s) which is still in effect or which
has been entered on the record to become effective on a specified future date.

"Problem Driver Pointer System' or "(PDPS)" — a pointer file consisting of an
index of problem drivers (as determined by adverse driver's license actions) that is
maintained by a driver's home state (SOR) and is accessed by other states (SOI) to
determine a person's eligibility to apply for a driver's license.

"Revocation™ — the termination by formal action of the Secretary of a person's
license or privilege to operate a motor vehicle on the public highways which
termination shall not be subject to renewal or restoration except that an
application for a new license may be presented and acted upon by the Secretary
after expiration of at least one year after the date of revocation as provided for in
Section 1040.20 of this Part, and as defined in Section 1-176 of the Illinois Driver
Licensing Law of the Illinois Vehicle Code [625 ILCS 5/1-176].
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Secretary" — Illinois Secretary of State.
"State of Inquiry" or "¢SOI}" — a licensing jurisdiction that originated the inquiry.

"State of Record" or "¢SOR}" — a licensing jurisdiction that originally took action
against a problem driver and reported that driver to the NDR.

"Suspension” — the temporary withdrawal by formal action of the Secretary of a
person's license or privilege to operate a motor vehicle on the public highways,
for a period specifically designated by the Secretary as provided for in Section
1040.20 of this Part, and as defined in Section 1-204 of the Illinois Vehicle Code
[625 TLCS 5/1-204].

"Withdrawal" — the absence of valid driving privileges in a state due to sanctions
taken against those privileges.

Before issuing or renewing a license for every non-CDL applicant, the
Department shall make a request through PDPS and CDLIS to determine the
applicant's eligibility. PDPS-infermationis-made-avatlable-to-this Departmentto
| e olioibility for i . | : ionif
applieable: When a probable match is a result of an inquiry search, the system
points the inquiring licensing jurisdiction (SOI) to the licensing jurisdiction that
recorded the adverse action against the driver in question (SOR).

Before issuing a commercial driver's license (CDL), the Department shall make a
request through both PDPS and CDLIS for driving records from every state in
which the applicant has been licensed in the last 10 years. The Secretary shall
perform the record checks no earlier than 24 hours prior to issuance if the license
is to be issued to a driver who does not currently possess a valid CDL from the
State of Illinois and no earlier than 10 days prior to issuance for all other drivers.
When a probable match is a result of an inquiry search, the system points the
inquiring licensing jurisdiction (SOI) to the licensing jurisdiction that recorded the
adverse action against the driver in question (SOR).

If the applicantpersesn has been denied issuance of an Illinois license, certain
information shall be required from the other state and/or applicant, and upon
review of the information, a determination of the applicant'sindividual's eligibility
for licensing in the State of Illinois will be made.



ILLINOIS REGISTER 18881

06
SECRETARY OF STATE

NOTICE OF PROPOSED AMENDMENT

e)d)  The Department will receive a daily report which will identify selected applicants
issued an Illinois license to determine if the new applicant is eligible to retain
his/her Illinois license or privilege. The Department shall then verify the validity
of the applicant's driving status by contacting the SOR/NDR.

ey Ifitis determined from the review that the applicant is not eligible for an Illinois
license due to his/her driving privileges being withdrawn in another state, the
Department shall cancel the driving privileges pursuant to Section 6-201(a)(5) of
the Illinois Vehicle Code [625 ILCS 5/6-201(a)(5)].

2)f  Ifan applicanta-persen has falsified information on his/her application for a
driver's license, he/she shall be suspended pursuant to Section 6-206(a)(9) of the
Illinois Vehicle Code [625 ILCS 5/6-206(a)(9)] for 12 months if it is his/her first
offense. Ifit is his/her second offense or if the driving record contains an open or
pending revocation(s), his/her driving privileges shall be revoked pursuant to
Section 6-206(a)(9) of the Illinois Vehicle Code.

h)ey  After cancellation, full driving privileges shall not be restored until after
restoration in the other state and a clearance letter or verification from that state is
received and processed by the Department.

Dk Ifaperson's driving privileges have been suspended, his/her driving privileges
shall be restored at the termination of the suspension and upon acceptance of the
required reinstatement fee as provided for in Section 6-118 of the Illinois Driver
Licensing Law of the Illinois Vehicle Code [625 ILCS 5/6-118]. If a person's
driving privileges have been revoked, he/she is eligible to be considered for
reinstatement of his/her driving privileges after the successful completion of all
necessary requirements of the Department pursuant to Section 2-110 of the
[llinois Vehicle Code [625 ILCS 5/2-110].

1 Upon receipt of a request from the driver licensing authority of another state for
the driving record of a person applying for a CDL who is currently or previously
licensed by Illinois, the Department shall provide the information to the
requesting state within 30 days.

(Source: Amended at 31 IlI. Reg. , effective )
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Heading of the Part: Public Schools Evaluation, Recognition and Supervision

Code Citation: 23 I1l. Adm. Code 1

Section Numbers: Proposed Action:
1.10 Amendment

1.85 Amendment
1.705 New Section
1.APPENDIX A Amendment
1.APPENDIX B Repeal

Statutory Authority: 105 ILCS 5/2-3.6

A Complete Description of the Subjects and Issues Involved: This rulemaking affects
three aspects of Part 1, as follows:

Sections 1.10 and 1.85 are being amended in response to Public Act 94-875, which made
several changes in Section 2-3.25d of the School Code concerning school districts'
preparation of revised school and district improvement plans and restructuring plans. In
particular, none of these plans will now require approval by the State Superintendent of
Education, and the entire discussion of district restructuring plans has been deleted from
the law in order to conform to the No Child Left Behind Act (NCLB). However, local
development of plans is now required to involve "outside experts", necessitating
clarification in the rules as to how this requirement must be met.

In Illinois, districts and schools that have reached a status where revision of the relevant
improvement plan is required have a nominal choice between using the services provided
by school support teams known as Regional Systems of Support (RESPROs) or receiving
certain funds instead. However, the option of receiving these funds is only available
where the entitlement would equal at least $50,000, so it is generally not truly viable.
Consequently all affected Illinois districts have been utilizing the RESPROs. NCLB
specifies the types of qualifications to be held by the individuals who serve on these
teams ("persons knowledgeable about scientifically based research and practice on
teaching and learning and about successful schoolwide projects, school reform, and
improving educational opportunities for low-achieving students, including (i) highly
qualified or distinguished teachers or principals; (ii) pupil services personnel; (iii)
parents; (iv) representatives of institutions of higher education; (v) representatives of
regional educational laboratories or comprehensive regional technical assistance centers;
(vi) representatives of outside consultant groups; or (vii) other individuals as the State
educational agency, in consultation with the local educational agency, may determine
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appropriate"). Section 1.85(c) relies on these qualifications in specifying who will be
considered “outside experts” for this purpose.

A second aspect of the amendments relates to the qualifications required for
administrative and supervisory positions. These have been displayed in Appendix B to
Part 1 for quite a number of years, and that Appendix was last updated in 1990. Many of
the certificates listed are now out of date, because most pre-existing types of
administrative certificates have been exchanged for the Type 75 under legislation enacted
in 2002. In addition, it is necessary to ensure that the titles given to administrative
functions on the Teacher Service Record correspond closely enough to the rules that the
appropriate codes can be chosen when data are entered. The wording of both forms of
documentation is being reconciled so they will match well from now on.

Finally, the amendment to Appendix A will liberalize somewhat the applicability of the
provisional vocational certificate by allowing its use in Grades 9 and 10 by persons not
also employed in Grade 11 or Grade 12. This change is designed to assist with staffing
concerns for approved programs of career and technical education.

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

7 Will this rulemaking replace any emergency rulemakings 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 proposed amendments pending on this Part? No

11)  Statement of Statewide Policy Objective: This rulemaking will not create or enlarge a
State mandate.

12)  Time, Place, and Manner in which interested persons may comment on this proposed
rulemaking: Written comments may be submitted within 45 days after the publication of
this Notice to:

Sally Vogl

Agency Rules Coordinator
[linois State Board of Education
100 North First Street (S-493)
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Springfield, Illinois 62777
(217) 782-5270
Comments may also be submitted via e-mail, addressed to:
rules@isbe.net
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

@) Types of professional skills necessary for compliance: None

Regulatory Agenda on which this rulemaking was summarized: July 2006

The full text of the Proposed Amendments begins on the next page:
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TITLE 23: EDUCATION AND CULTURAL RESOURCES
SUBTITLE A: EDUCATION
CHAPTER I: STATE BOARD OF EDUCATION
SUBCHAPTER a: PUBLIC SCHOOL RECOGNITION

PART 1

PUBLIC SCHOOLS EVALUATION, RECOGNITION AND SUPERVISION

SUBPART A: RECOGNITION REQUIREMENTS

Public School Accountability Framework

Operational Requirements

State Assessment

Adequate Yearly Progress

Calculation of Participation Rate

Subgroups of Students; Inclusion of Relevant Scores

Additional Indicators for Adequate Yearly Progress

Student Information System

Educator Certification System

Academic Early Warning and Watch Status

School and District Improvement Plans; Restructuring Plans

Additional Accountability Requirements for Districts Serving Students of Limited
English Proficiency Under Title III

System of Rewards and Recognition — The Illinois Honor Roll

Appeals Procedure

Waiver and Modification of State Board Rules and School Code Mandates

SUBPART B: SCHOOL GOVERNANCE

Powers and Duties (Repealed)

Duties of Superintendent (Repealed)

Board of Education and the School Code (Repealed)

Equal Opportunities for all Students

Temporary Exclusion for Failure to Meet Minimum Academic or Attendance
Standards

Waiver of School Fees

District to Comply with 23 Ill. Adm. Code 180 (Repealed)

Commemorative Holidays to be Observed by Public Schools (Repealed)
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Book and Material Selection (Repealed)

Discipline

Requirements for the Use of Isolated Time Out and Physical Restraint
Absenteeism and Truancy Policies

SUBPART C: SCHOOL DISTRICT ADMINISTRATION

Administrative Responsibilities
Evaluation of Certified Staff in Contractual Continued Service
Hazardous Materials Training

SUBPART D: THE INSTRUCTIONAL PROGRAM

Determination of the Instructional Program

Basic Standards

Additional Criteria for Elementary Schools

Additional Criteria for High Schools

Required Course Substitute

Special Programs

Credit Earned Through Proficiency Examinations
Uniform Annual Consumer Education Proficiency Test
Ethnic School Foreign Language Credit and Program Approval
Adult and Continuing Education

Correctional Institution Educational Programs

SUBPART E: SUPPORT SERVICES

Transportation

Training of School Bus Driver Instructors
School Food Services (Repealed)

Health Services

Pupil Personnel Services (Repealed)

SUBPART F: STAFF CERTIFICATION REQUIREMENTS

Personnel Required to be Qualified

06
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Accreditation of Staff (Repealed)

Noncertificated Personnel

Requirements for Different Certificates (Repealed)
Transcripts of Credits

Records of Professional Personnel

SUBPART G: STAFF QUALIFICATIONS

Requirements for Supervisory and Administrative StaffMinimum Requirements
for Teachers (Repealed)

Requirements for Elementary Teachers

Requirements for Teachers of Middle Grades

Minimum Requirements for Secondary Teachers and Specified Subject Area
Teachers in Grades Six (6) and Above through June 30, 2004

Requirements to Take Effect from July 1, 1991, through June 30, 2004
Requirements to Take Effect from July 1, 1994, through June 30, 2004
Minimum Requirements for the Assignment of Teachers in Grades 9 through 12
Beginning July 1, 2004

Standards for Reading through June 30, 2004

Requirements for Reading Teachers and Reading Specialists at all Levels as of
July 1, 2004

Standards for Media Services through June 30, 2004

Requirements for Library Information Specialists Beginning July 1, 2004
Standards for Pupil Personnel Services

Supervision of Speech-Language Pathology Assistants

Standards for Special Education Personnel

Standards for Teachers in Bilingual Education Programs

Requirements for Bilingual Education Teachers in Grades K-12

Requirements for Teachers of English as a Second Language in Grades K-12
Substitute Teacher

1. APPENDIX A Professional Staff Certification

1.APPENDIX B Certification Quick Reference Chart (Repealed)

1.APPENDIX C Glossary of Terms (Repealed)

1.APPENDIX D State Goals for Learning

1.APPENDIX E Evaluation Criteria — Student Performance and School Improvement

Determination (Repealed)

1. APPENDIX F Criteria for Determination — Student Performance and School

Improvement (Repealed)
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1.APPENDIX G Criteria for Determination — State Assessment (Repealed)

AUTHORITY: Implementing Sections 2-3.25, 2-3.25g, 2-3.43, 2-3.44, 2-3.96, 10-17a, 10-
20.14, 10-22.43a, 14C-8, 21-0.01, 26-13, 27-12.1, 27-13.1, 27-20.3, 27-20.4, 27-20.5, 27-22, and
27-23.3 and authorized by Section 2-3.6 of the School Code [105 ILCS 5/2-3.25, 2-3.25g, 2-
3.43,2-3.44,2-3.96, 10-17a, 10-20.14, 10-22.43a, 14C-8, 21-0.01, 26-13, 27-12.1, 27-13.1, 27-
20.3,27-20.4,27-20.5, 27-22, 27-23.3, and 2-3.6].

SOURCE: Adopted September 21, 1977; codified at 7 Ill. Reg. 16022; amended at 9 I1l. Reg.
8608, effective May 28, 1985; amended at 9 I1l. Reg. 17766, effective November 5, 1985;
emergency amendment at 10 I1l. Reg. 14314, effective August 18, 1986, for a maximum of 150
days; amended at 11 Ill. Reg. 3073, effective February 2, 1987; amended at 12 Ill. Reg. 4800,
effective February 26, 1988; amended at 14 I1l. Reg. 12457, effective July 24, 1990; amended at
15 11l. Reg. 2692, effective February 1, 1991; amended at 16 I1l. Reg. 18010, effective November
17, 1992; expedited correction at 17 Ill. Reg. 3553, effective November 17, 1992; amended at 18
I1l. Reg. 1171, effective January 10, 1994; emergency amendment at 19 Ill. Reg. 5137, effective
March 17, 1995, for a maximum of 150 days; amended at 19 I1l. Reg. 6530, effective May 1,
1995; amended at 19 Ill. Reg. 11813, effective August 4, 1995; amended at 20 I1l. Reg. 6255,
effective April 17, 1996; amended at 20 I1l. Reg. 15290, effective November 18, 1996; amended
at 22 I1l. Reg. 22233, effective December 8, 1998; emergency amendment at 24 I1l. Reg. 6111,
effective March 21, 2000, for a maximum of 150 days; amended at 24 I1l. Reg. 12985, effective
August 14, 2000; amended at 25 Ill. Reg. 8159, effective June 21, 2001; amended at 25 I1l. Reg.
16073, effective November 28, 2001; amended at 26 I1l. Reg. 1157, effective January 16, 2002;
amended at 26 Ill. Reg. 16160, effective October 21, 2002; amended at 28 I1l. Reg. 8486,
effective June 1, 2004; emergency amendment at 28 Ill. Reg. 13637, effective September 27,
2004, for a maximum of 150 days; amended at 29 Ill. Reg. 1891, effective January 24, 2005;
amended at 29 Ill. Reg. 11811, effective July 13, 2005; amended at 29 Ill. Reg. 12351, effective
July 28, 2005; amended at 29 I11. Reg. 15789, effective October 3, 2005; amended at 29 I1l. Reg.
19891, effective November 23, 2005; amended at 30 I1l. Reg. 8480, effective April 21, 2006;
amended at 30 Ill. Reg. 16338, effective September 26, 2006; amended at 30 I1l. Reg. 17416,
effective October 23, 2006; amended at 31 Ill. Reg. , effective .

SUBPART A: RECOGNITION REQUIREMENTS
Section 1.10 Public School Accountability Framework

a) Section 27-1 of the School Code [105 ILCS 5/27-1] establishes the primary
purpose of schooling as the transmission of knowledge and culture in certain
fundamental learning areas and requires the State Board of Education to define the
knowledge and skills which the State expects students to master. These "State
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Goals for Learning" are set forth in Appendix D to this Part and amplified by the
"Illinois Learning Standards", also set forth in that Appendix D. Further, Section
2-3.25 of the School Code [105 ILCS 5/2-3.25] requires that the State Board of
Education establish general operational recognition standards for public schools,
and Section 2-3.25a of the School Code [105 ILCS 5/2-3.25a] requires that the
Board develop recognition standards for student performance and school
improvement.

Each school district shall ensure that each school makes available to all students
instruction in the six fundamental learning areas, i.e., the language arts,
mathematics, the biological and physical sciences, the social sciences, the fine
arts, and physical development and health.
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(Source: Amended at 31 I1l. Reg. , effective )

Section 1.85 School and District Improvement Plans; Restructuring Plans

Section 2-3.25d of the School Code requires each district to revise the school improvement plans
of any of its schools that are placed on academic early warning or academic watch status and to
revise the district's improvement plan if it is placed on academic early warning or academic
watch status. Similarly, restructuring plans are required for schools and-distriets-that remain on
academic watch status after a fifth annual calculation. As used in this Section, "NCLB" refers to
Public Law 107-110, the No Child Left Behind Act of 2001 (20 USC 6301 et seq.).

a) A revised school improvement plan shall be submitted to the local school board
(and to the local school councﬂ ina dlstrlct operatlng under Artlcle 34 of the
School Code);-an 3
%h%}e&&kbeafd—iﬁfequed—m&éeksee&eﬁ—}%—zéd—e%ehee%@eé% no later than
three months after the district's receipt of notification regarding the school's
status. During the 45-day period following its submission to the local board and
prior to the board's final approval, each plan shall undergo a peer review process
designed by the district.

1) In school districts with a population of 500,000 or fewer, revised school
improvement plans shall be required to cover the two school years
following the assessment necessitating the plan and to:

A) incorporate strategies based on scientifically based research and an
analysis of State and local assessment data and other information
that will strengthen the core academic subjects in the school and
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address the specific academic areas in which the school's
performance has been deficient (NCLB, Section 1116(b)(3)(A)(1));

include information about the extent to which all students in the
grade levels chosen by the district pursuant to Section 2-3.63 of the
School Code are achieving in the fundamental learning areas;

adopt policies and practices concerning the school's core academic
subjects that have the greatest likelihood of ensuring that all
subgroups enrolled in the school will meet the State's proficient
level of achievement not later than the end of the 2013-14 school
year, including:

1) specific, measurable steps to be taken,
i1) a timeline for these activities, and

1) a budget for these activities (NCLB, Section
1T16(b)(3)(A)(i1));

include professional development activities for at least the staff
providing services in the academic areas in which the school's
performance has been deficient (NCLB, Section

1116(b)(3)(A)(iii));

incorporate a teacher mentoring program (NCLB, Section

1116(b)(3)(A)(X));

establish specific annual, measurable objectives for continuous and
substantial progress by each subgroup of students enrolled in the
school that will ensure that all such subgroups will make adequate
yearly progress and meet the State's proficient level of
achievement not later than the 2013-14 school year (NCLB,
Section 1116(b)(3)(Vv));

describe how the school will provide written notice about the
identification to parents of each student enrolled in each school, in
a format and, to the extent practicable, in a language that the
parents can understand (NCLB 1116(b)(3)(A)(vi));
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H) specify the responsibilities of the school and the school board
under the plan, including the internal and external technical
assistance to be provided by the district, technical assistance
requested of ISBE, and, if applicable, the district's fiscal
responsibilities under Section 1120A of NCLB (NCLB, Section
1116(b)(3)(A)(vii));

I include strategies for promoting effective parental involvement in
the school (NCLB, Section 1116(b)(3)(A)(viii));

D) incorporate, as appropriate, activities before school, after school,
during the summer, and during any extension of the school year
(NCLB, Section 1116(b)(3)(A)(ix)); and

K) include a process for monitoring progress and revising the plan as
needed.

2) In school districts operating under Article 34 of the School Code, school
improvement plans shall comply with the requirements set forth in Section
34-2.4 of the School Code and, if applicable, the requirements set forth in
Section 1116 of NCLB.

3) Each newly established school shall be required to have a school
improvement plan in place by the beginning of its second year of
operation. School improvement plans for new schools shall conform to
the requirements of subsection (a)(1) or (a)(2) of this Section, as
applicable.

A new or revised district improvement plan shall be submitted to the local school

hool board-if required-under-Section 25d of the School-Code; no later than
three months after the district's receipt of notification regarding its status. The
district improvement plan shall be required to cover the two school years
following the assessment necessitating the plan and to:

1) incorporate scientifically based research strategies that strengthen the core
academic program in schools served by the district (NCLB, Section

1116(c)(7)(A)(D));
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2) identify actions that have the greatest likelihood of improving the
achievement of participating children in meeting the State's student
academic achievement standards (NCLB, Section 1116(c)(7)(A)(i1));

3) address the professional development needs of the instructional staff
serving the district (NCLB, Section (¢)(7)(A)(ii1));

4) include specific measurable achievement goals and targets for each
subgroup of students, consistent with adequate yearly progress (NCLB,
Section 1116(c)(7)(A)(iv));

5) address the fundamental teaching and learning needs in the schools of the
district and the specific academic problems of low-achieving students,
including a determination of why the district's prior plan failed to bring
about increased student academic achievement (NCLB, Section

1T16(c)(7)(A)V));

6) incorporate, as appropriate, activities before school, after school, during
the summer, and during any extension of the school year (NCLB, Section
L116(c)(7)(A)(V1));

7) specify any requests to ISBE for technical assistance related to the plan

and the district's fiscal responsibilities, if applicable, under Section 1120A
of NCLB (NCLB, Section 1116(c)(7)(A)(vii));

8) include strategies for promoting effective parental involvement in the
district's schools (NCLB, Section 1116(c)(7)(A)(viii)); and

9) include a process for monitoring progress and revising the plan as needed.

For purposes of compliance with Section 2-3.25d of the School Code [105 ILCS
5/2-3.25d], the requirement for collaboration with "outside experts" in the
development of revised school and district improvement plans shall be met
through the involvement of a school support team as defined in NCLB, Section
1117(a)(5), or by involving one or more other individuals who would qualify as
members of a school support team pursuant to that definition.

Each revised school or district improvement plan shall be submitted to the State
Superintendent on the business day next following the date of its approval by the
local board, using the electronic format made available for this purpose. The
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State Supermtendent shall verlfy that each plan contamsWheﬂSeet}eﬁ—Ll-g%d—ef

app#ev&aﬂ—p%&n&eeﬂtammg each of the elements set forth in subsectlon (a) or
subsectlon (b) of thls Sectlon as apphcable A—plraﬁ—that—ks—net—appiﬂeved—mtﬁt—be

Section 2-3.25d of the School Code requires the development of a restructuring
plan for a school era-distriet-that remains on academic watch status after a fifth

annual calculation-and-appreval-efthatplan-by-the-State Superintendent-of
Hdueatien. Each required restructuring plan shall be approved by subsmitted-to-the

State-Superintendent-of Eduecation-with-the-approval-ef the local school board no

later than six months after the district's receipt of notification regarding its status.
1 Each school restructuring plan shall indicate that the district is undertaking one
or more of the following actions in the affected school:

1)A3  reopening the school as a public charter school, consistent with Article
27A of the School Code [105 ILCS 5/Art. 27A];

2)B) replacing all or most of the school staff, which may include the principal,
who are relevant to the school's inability to make adequate yearly
progress;

3)&) entering into a contract with an entity, such as a private management
company, with a demonstrated record of effectiveness, to operate the

school as a public school;

4)B)  implementing any other major restructuring of the school's governance
that makes fundamental reform in:

A)y  governance and management, and/or

B)ity financing and material resources, and/or

C)i staffing.

Eaelh d*sl et restructuring 1?15'“* S;*El*lll ndicate .Ehat:the distriets
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fley  Failure by a school district to develop, submit, revise, or implement;-ermaintain
appreval-ef its school and district improvement plans or school restructuring plans
as required by Section 2-3.25d of the School Code shall affect the district's
recognition status (see Section 1.20 of this Part).

(Source: Amended at 31 Ill. Reg. , effective )

SUBPART G: STAFF QUALIFICATIONS
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Section 1.705 Requirements for Supervisory and Administrative Staff Minimum
Requirementsfor Feachers(Repealed)
a) Each district superintendent shall hold an administrative certificate with a
Superintendent's endorsement.
b) Each assistant superintendent, principal, or assistant principal shall hold an

administrative certificate with a General Administrative or Superintendent's
endorsement, except that a head teacher serving in place of a principal as
permitted by Section 10-21.4a of the School Code [105 ILCS 5/10-21.4a] shall
hold a teaching certificate endorsed for supervision.

c) Each general administrator (e.g., director, assistant director, coordinator,
administrative assistant, or general supervisor) in general education shall hold an
administrative certificate with a General Supervisory, General Administrative, or
Superintendent's endorsement.

d) Each head of a general education department or supervisor for a specific subject
shall hold either:

1 an administrative certificate with a General Supervisory, General
Administrative, or Superintendent's endorsement; or

2) a teaching certificate endorsed for supervision in the area supervised.

e) Each supervisory dean shall hold an administrative certificate with a General
Supervisory, General Administrative, Director of Special Education's, or
Superintendent's endorsement.

H Each dean of students shall hold:

§e) an administrative certificate with a General Supervisory, General
Administrative, Director of Special Education's, or Superintendent's
endorsement; or

2) a teaching certificate (endorsed for supervision if the holder disciplines or
suspends students): or
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3) a school service personnel certificate endorsed for any field other than
school nursing (and for supervision if the holder disciplines or suspends

students).

Each special education director or assistant director shall meet the requirements of
23 IlI. Adm. Code 226.800(h)(2) and hold an administrative certificate endorsed
for "Director of Special Education".

Each special education supervisor shall meet the requirements of 23 I1l. Adm.
Code 226.800(h)(2) and hold either:

1 an administrative certificate with a General Supervisory, General
Administrative, Director of Special Education's, or Superintendent's
endorsement and teaching qualifications in each area supervised; or

2) a teaching certificate endorsed for each area supervised and for

Each supervisor of more than one school service personnel area shall hold either:

1 an administrative certificate and a General Administrative or
Superintendent's endorsement; or

2) a school service personnel certificate endorsed for supervision in each
field supervised.

Each supervisor of one school service personnel area shall hold:

1 an administrative certificate with a General Supervisory, General
Administrative, Director of Special Education's, or Superintendent's
endorsement; or

2) a school service personnel certificate endorsed for the field supervised and
for supervision; or

3) a teaching certificate endorsed for speech-language pathology and for
supervision (if applicable).

Each director of an area vocational center and each director or supervisor of more
than one field in career and technical education (including regional system
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directors) shall hold an administrative certificate with a General Administrative or
Superintendent's endorsement and have teaching qualifications in one of the five
occupational areas and 2,000 hours of work experience outside the field of
education.

D Each supervisor of one field in career and technical education shall hold either:

§8) an administrative certificate with a General Supervisory, General
Administrative, or Superintendent's endorsement and teaching
qualifications in one field of career and technical education, including
2,000 hours of work experience in the specific field outside of education;
or

2) teaching qualifications in the specific field supervised, including 2.000
hours of work experience in the specific field outside of education, and a
supervisory endorsement.

m) Each administrator in a bilingual education program shall meet the applicable
requirements of 23 [ll. Adm. Code 228.30(c).

n) Each chief school business official shall hold an administrative certificate and a
Chief School Business Official's endorsement.

(Source: Old Section repealed at 28 I11. Reg. 8486, effective June 1, 2004; new Section
adopted at 31 Ill. Reg. , effective )
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Section 1. APPENDIX A Professional Staff Certification

Types of Certificates

06

The following list of certificates identifies those certificates which, if properly registered and
renewed, are valid for teaching, administering or performing the specified service in Illinois
public schools.

Code Type of Certificate

02

03
03

03

03

04
04

04

04

05

Early Childhood

Standard Elementary

Initial Elementary

Standard Elementary
Master Elementary
Early Childhood

Initial Early
Childhood

Standard Early
Childhood

Master Early
Childhood

Provisional Early
Childhood

Grade Level
Valid For

to age 6
excluding Kdg.
K-9

K-9

K-9

K-9

Birth-3

Generally Birth-
Grade 3 (as
endorsed)

Generally Birth-
Grade 3 (as
endorsed)

Generally Birth-
Grade 3 (as
endorsed)

Birth-3

Still
Issued

No

No

Yes

Yes

Yes

No
Yes

Yes

Yes

Yes

Years
Valid

4

4 years of teaching

10

4

4 years of teaching

10

School
Code or I1l.
Adm. Code

21-2.1

21-3

21-1a; 21-2;
21-3

21-1a; 21-2;
21-3

21-1a; 21-2;
21-3

21-2.1

21-1a; 21-2;
21-2.1

21-1a; 21-2;
21-2.1

21-1a; 21-2;
21-2.1

21-10
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06 Kindergarten-Primary K-3 No 4
09 Standard High School 6-12%* No 4 21-5
09 Initial Secondary 6-12 Yes 4 years of teaching 21-1a; 21-2;
21-5
09 Standard Secondary 6-12 Yes 5 21-1a; 21-2;
21-5
09 Master Secondary 6-12 Yes 10 21-1a; 21-2;
21-5
10 Standard Special K-12 Field No 4 21-4
Endorsed
10 Initial Special K-12 K-12 Field Yes 4 years of teaching 21-1a; 21-2;
Endorsed 21-4
10 Standard Special K-12 K-12 Field Yes 5 21-1a; 21-2;
Endorsed 21-4
10 Master Special K-12 K-12 Field Yes 10 21-1a; 21-2;
Endorsed 21-4
10 Initial Special Generally Birth- ~ Yes 4 years of teaching  21-1a; 21-2;
Preschool-Age 21 Age 21 21-4
10 Standard Special Generally Birth-  Yes 5 21-1a; 21-2;
Preschool-Age 21 Age 21 21-4
10 Master Special Generally Birth-  Yes 10 21-1a; 21-2;
Preschool-Age 21 Age 21 21-4
11 Vocational 7-12 Field No 4
Endorsed
14 Junior College 9-14 Field No 4
Endorsed
17 Special Exc. Children K-14 Field No
Endorsed
20 Special 11-12 Electives No 4

10 hrs. per Week
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21 General Adult Field No (21-11
Endorsed repealed)
22 Alternative Elementary K-9 No 21-5b
22 Initial Alternative K-9 Yes 21-5b
Elementary
22 Standard Alternative K-9 No 21-5b
Elementary
23 Provisional Alternative K-9 Yes 21-5b; 21-
Elementary 5c
24 Alternative Secondary 6-12 No 21-5b
24 Initial Alternative 6-12 Yes 21-5b
Secondary
24 Standard Alternative 6-12 No 21-5b
Secondary
25 Provisional Alternative 6-12 Yes 21-5b; 21-
Secondary 5c
26 Provisional Alternative K-12 Yes 21-5d
Administrative
27 Provisional Alternative K-12 Field Yes 21-5b; 21-
Special Endorsed 5¢
28 Alternative Special K-12 Field No
Endorsed
28 Initial Alternative K-12 Field Yes 21-5b
Special Endorsed
29 Transitional Bilingual K-12 Language Yes 14C-8
Endorsed
30 Provisional Elementary K-9 Yes 21-10
31 Provisional Secondary 6-12 Yes 21-10
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34

34

35

36

37

38

39

40
42

43

44

44

45

47
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Provisional Foreign K-14 Language No 4
Lang. Named
Provisional Special K-12 Field Yes 2 21-10
Endorsed
Provisional Vocational K-12 Field No 21-10
Endorsed
Provisional Vocational 11-12 Field No 21-10
Endorsed
Provisional Vocational 7-12 Field Yes 21-10
Endorsed**
Temp. Prov. Vocational 11-12 Field Yes 1 21-10
Endorsed***
Temp. Prov. Vocational K-12 Field No 1 21-10
Endorsed
Resident Teacher K-12 No 4 21-11.3
Substitute-90 days K-12 All Yes 4 21-9
Part-Time Provisional 6-12 Yes 2 21-10
Life Elementary 1-8 No Life
Provisional Alternative Birth-Grade 3 Yes 1 21-5b; 21-
Early Childhood Sc
Alternative Early Birth-Grade 3 No 4 21-5b
Childhood
Initial Alternative Early Birth-Grade 3 Yes 4 21-5b
Childhood
Life Kindergarten K-3 No Life
Life High School 6-12%* No Life



ILLINOIS REGISTER 18903
06
STATE BOARD OF EDUCATION
NOTICE OF PROPOSED AMENDMENTS
48 Life Special K-14 Field No Life
Endorsed
49 Life Junior College 9-14 Field No Life
Endorsed
50 Visiting International K-12 Yes 3 23 1ll. Adm.
Teacher — Special Code 25.92
51 Life School Librarian K-14 Library No Life
53 Visiting International K-6 Yes 3 23 IAC
Teacher — Elementary 25.92
54 Visiting International Birth-Grade 3 Yes 3 23 1AC
Teacher — Early 25.92
Childhood
59 Visiting International 6-12 Yes 3 23 1AC
Teacher — Secondary 25.92
60 Ltd. Supervisory K-14 All *No 4
61 All-Grade Supervisory K-14 All *No 4
62 Ltd. Elem. Supervisory K-9 All *No 4
Elementary
63 Ltd. H.S. Supervisory 6-12 All *No 4
Secondary
70 Life General Supervisory K-14 All *No Life
71 Life Supervisory K-14 All *No Life
72 Temporary TMH K-12 TMH No 1
73 School Service K-12 Area of Yes 5 (beginning 21-25
Personnel Service Endorsed July 1, 2004)
74 Provisional School K-12 Area of Yes 2 21-10

Service Personnel

Service Endorsed
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83
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Administrative K-12 All *Yes 5 21-7.1
Provisional K-12 All Yes 2 21-10
Administrative
Administrative K-12 K-12 Yes 5 21-5d
Interim School K-12 Yes 3 23 IAC
Counselor Intern 25.227
Resident Teacher — K-12 Yes 4 21-11.3
Special
Resident Teacher — K-9 Yes 4 21-11.3
Elementary
Resident Teacher — Birth-Grade 3 Yes 4 21-11.3
Early Childhood
Resident Teacher — 6-12 Yes 4 21-11.3
Secondary

If endorsed for teaching, valid for subjects for which the individual is assignable under
Section 1.710, 1.720, 1.737, 1.745, or 1.755 of this Part, or to which the individual is
assigned pursuant to authorization received under 23 I1l. Adm. Code 25.464 (Short-Term
Authorization for Positions Otherwise Unfilled).

Valid in approved, reimbursable programs of career and technical education (CTE), for
"skill- level" instruction in grades 11 and 12 in the ﬁeld of spec1al1zat1on and—llrewéeel

eﬁspeaah%aﬂen—ﬂ%eeemﬂea%aﬁalﬁe—vahd—fer "or1entat1on level" 1nstruct1on in grades 9

and 10 in the field of career and technical education endorsement to which the
specialization belongs. Provided that the certificate-holder is employed to teach in any of
grades 9 through 12 in the field of specialization, the certificate is also valid-and for
exploratory career and technical education courses in grades 7 and 8 in that field of
endorsement.

Valid only in approved, reimbursable CTE programs for "skill-level" instruction in
grades 11 and 12 in the field of specialization.

(Source: Amended at 31 I1l. Reg. , effective )
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| Section 1.APPENDIX B Certification Quick Reference Chart (Repealed)
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el B
One Field Hadorsement)
Eor Thi ] T C Coptifi Valid
et (Codes) (Most Common)
Pirectors—Coordinntors: T3 or 76 (GS. GA or S 61
e B
| SUpervisors
Dircctor - Spee. Ed. = e -6170;
More Than One Ficld Hadorsement) i
Fhan-One-Field oo ]
; S o]
B
More Than One Field Endorsement)
. o e ..
Principals. Asst. Prin. el —& 5
Supt—AreaVoe-Center
ey
ek e e et —5= 5
70.71
e
| Guidanee 7394 10
| Nusse 7374 10
| Secial- Worker 394 10
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| ScheolPsyehologist 7374

(Source: Repealed at 31 I11. Reg. , effective )
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Heading of the Part: Campaign Financing

Code Citation: 26 I1l. Adm. Code 100

Section Numbers: Proposed Action:
100.125 New Section
100.150 Amendment

Statutory Authority: Implementing Article 9 of the Election Code [10 ILCS 5/Art. 9] and
authorized by Section 9-15(3) of the Election Code [10 ILCS 5/9-15(3)].

A Complete Description of the Subjects and Issues Involved: This proposed rulemaking
will add language to Section 100.150 to stipulate the manner in which SBEL treats
committees that are required to file electronically and have been notified of that
requirement and fails to do so.

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

Will this rulemaking replace any emergency rulemaking 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 proposed 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:

Steven Sandvoss

General Counsel

State Board of Elections
1020 S. Spring Street
Springfield, Illinois 62708
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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

@) Types of professional skills necessary for compliance: None

Regulatory Agenda on which this rulemaking was summarized: This rulemaking was not
included on either of the 2 most recent regulatory agendas because: The Department did
not submit an agenda prior to the filing deadline.

The full text of the Proposed Amendments begins on the next page:
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TITLE 26: ELECTIONS
CHAPTER I: STATE BOARD OF ELECTIONS

PART 100

CAMPAIGN FINANCING
Section
100.10 Definitions
100.20 Official Forms
100.30 Forwarding of Documents (Repealed)
100.40 Vacancies in Office — Custody of Records
100.50 Multiple Filings by State and Local Committees
100.60 Filing Option for a Federal Political Committee
100.70 Reports of Contributions and Expenditures
100.80 Report Forms
100.90 Provision Circumvention
100.100 Proof of Identification; Application for Inspection and Copying (Repealed)
100.110 Loans by One Political Committee to Another
100.120 Receipt of Campaign Contributions
100.125 Receipt by Mail of Pre-Election and Semiannual Reports of Campaign

Contributions and Expenditures

100.130 Reporting by Certain Nonprofit Organizations
100.140 Prohibited Contributions — State Property
100.150 Electronic Filing of Reports
100.160 Good Faith
100.170 Sponsoring Entity

AUTHORITY: Implementing Article 9 of the Election Code [10 ILCS 5/Art. 9] and authorized
by Section 9-15(3) of the Election Code [10 ILCS 5/9-15(3)].

SOURCE: Amended at 5 Ill. Reg. 1337, effective January 30, 1981; amended at 5 I11. Reg.
12115, effective October 26, 1981; codified at 6 I1l. Reg. 7211; amended at 7 Ill. Reg. 225,
effective December 16, 1982; amended at 14 Ill. Reg. 10824, effective June 22, 1990; amended
at 16 I1l. Reg. 6982, effective April 21, 1992; amended at 18 Ill. Reg. 14707, effective September
9, 1994; amended at 21 Ill. Reg. 10044, effective July 21, 1997; emergency amendment at 23 Il1.
Reg. 719, effective January 4, 1999, for a maximum of 150 days; amended at 23 Ill. Reg. 6796,
effective May 24, 1999; emergency amendment at 24 I1l. Reg. 13039, effective August 9, 2000,
for a maximum of 150 days; emergency expired January 5, 2001; amended at 24 Ill. Reg. 14214,
effective September 11, 2000; amended at 29 I1l. Reg. 18785, effective November 7, 2005;
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amended at 30 Ill. Reg. 10261, effective June 1, 2006; amended at 30 IlI. Reg 17496, effective

November 3, 2006; amended at 31 I1l. Reg. , effective

Section 100.125 Receipt by Mail of Pre-Election and Semiannual Reports of Campaign

Contributions and Expenditures

a)

Pre-election and semiannual reports of campaign contributions and expenditures
must be received by the Board within the filing periods set forth in Section 9-10
of the Election Code. Subject to subsections (b) and (c) of this Section, if the
reports are filed by mail and received by the Board after the filing deadline, they
shall be considered delinquent and subject to penalties as provided in Section 9-10
of the Election Code and 26 I1l. Adm. Code 125.425. However, pursuant to
Section 9-10(b) and (c) of the Election Code, if the envelope containing the
reports contains a postmark showing that the envelope was mailed at least 72
hours prior to the due date, the reports shall be considered timely filed, regardless
of when received in the office of the State Board of Elections.

If the envelope containing either of the Reports named in subsection (a) of this
Section is not received by the Board, the envelope is received but does not have a
postmark printed by the United States Postal Service, or if the postmark is
illegible, the report will either be deemed to have not been received or deemed to
have been received on the date the envelope officially arrives in the office of the
State Board of Elections. However, if the political committee is assessed a civil
penalty for failing to file or delinquently filing either of the reports and, as part of
the committee's appeal of the civil penalty assessment, it is alleged by the
treasurer, chairman or candidate on a signed and notarized affidavit verifying that
the report was mailed more than 72 hours prior to the filing deadline, and this is
the first time the committee has made this claim as part of its appeal, the
presumptive date of receipt will be rebutted by the testimony contained in the
affidavit and the report will be deemed to have been timely received.

When the committee raises the defense described in subsection (b) as part of its
appeal for any subsequent civil penalty assessments, the appeal affidavit shall be
accompanied by a certificate issued by the United States Postal Service showing
the date on which the envelope was deposited with the United States Postal
Service. The Board shall not consider this defense as valid in the absence of the
certificate.

When a political committee raises the defense described in subsection (b) at any
time after an appeal has been granted pursuant to subsection (b), that defense shall
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be denied without consideration by the Board unless a certificate, issued by the
United States Postal Service, verifying the date upon which the transmitting
envelope was deposited with the United States Postal Service, is attached to the
appeal affidavit. If the certificate is attached to the appeal affidavit, the Board
shall hear and determine the appeal as it deems appropriate.

(Source: Added at 31 Ill. Reg. , effective )

Section 100.150 Electronic Filing of Reports

a)

b)

The State Board of Elections will make software available to committees required
to report electronically under 10 ILCS 5/9-28.

Once a committee exceeds the threshold that requires it to report electronically, it
must continue thereafter to report electronically until it dissolves, whether or not
its accumulation, receipts or expenditures fall beneath the levels set by statute for
mandatory electronic filing.

Once a committee is required to file its reports electronically under Section 9-28
of the Election Code, it must continue to file all reports (semiannual, amended
semiannual, pre-election, amended pre-election, final, amended final, Schedule A-
1) electronically, except as follows:

1 A paper report shall be considered a timely filing if'it is received by the
Board on or before the filing deadline, provided that it covers the initial
reporting period during which the mandatory electronic filing threshold is
exceeded and that the report is filed electronically within 30 days after
receipt of notice from the Board that this report was required to have been
filed electronically. If the report is not filed electronically within this 30
day period, it shall be considered as never having been filed and the civil
penalties mandated by 26 Il1l. Adm. Code 125.425 will accrue from the
date of the filing deadline.

2) A paper report shall be considered a non-filing if the committee has
previously received the notification referred to in subsection (¢)(1). If the
report is not filed electronically by the filing deadline, it shall be
considered as having never been filed and the civil penalties mandated by
26 11l. Adm. Code 125.425 will accrue until such time as it is filed

electronically.
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3) A paper report shall be considered a timely filing if at least one previous

report was required to have been filed electronically and the committee
had never been notified by the Board that it was required to electronically
file its reports, provided that the report is filed electronically within 30
days after the notification referred to in subsection (c)(1). If the report is
not filed electronically within this 30 day period, it shall be considered as
never having been filed and the civil penalties mandated by 26 I1l. Adm.
Code 125.425 will accrue from the date of the filing deadline.

4) A paper report shall be considered a timely filing if it is received on or
before the filing deadline and the committee has never exceeded the
$10.000 threshold requiring the electronic filing of its reports, regardless
of whether the committee filed a previous reports electronically.

5) If a committee is assessed a civil penalty for delinquently filing a report
required to be filed electronically and, in the course of its appeal, raises
the defense that computer related issues (including, but not limited to,
software, firewalls, system failures) prohibited the timely filing of an
electronic report, the Board may consider that defense when determining
the final outcome of the appeal.

(Source: Amended at 31 III. Reg. , effective )
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Heading of the Part: Health Care

Code Citation: 20 I1l. Adm. Code 415

Section Number: Adopted Action:
415.30 Amendment

Statutory Authority: Implementing Sections 3-2-2, 3-6-2, 3-7-2, 3-8-2, 3-10-2, 3-10-3,
and 5-2-6 of the Unified Code of Corrections [730 ILCS 5/3-2-2, 3-6-2, 3-7-2, 3-8-2, 3-
10-2, 3-10-3, and 5-2-6] and authorized by Section 3-7-1 of the Unified Code of
Corrections [730 ILCS 5/3-7-1]

Effective Date of Rulemaking: December 1, 2006

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No

A copy of the adopted amendment, including any material incorporated by reference, is
on file in the agency's principal office and is available for public inspection.

Notice of Proposal Published in Illinois Register: February 10, 2006; 30 I1l. Reg. 1562

Has JCAR issued a Statement of Objection to this rulemaking? No

Differences between proposal and final version: None

Have all the changes agreed upon by the agency and JCAR been made as indicated in the
agreements issued by JCAR? No agreements were necessary.

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

Are there any amendments pending on this Part? No

Summary and Purpose of Rulemaking: To comply with Public Act 94-629, this
rulemaking is amended to require that each offender be offered HIV testing free of charge
and related counseling following transfer from reception and classification and also prior
to release, discharge, or parole.

Information and questions regarding this adopted amendment shall be directed to:
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Beth Kiel
Department of Corrections
1301 Concordia Court
P. O. Box 19277
Springfield, Illinois 62794-9277
217/522-2666, extension 6511

The full text of the Adopted Amendment begins on the next page:
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TITLE 20: CORRECTIONS, CRIMINAL JUSTICE, AND LAW ENFORCEMENT

CHAPTER I: DEPARTMENT OF CORRECTIONS
SUBCHAPTER d: PROGRAMS AND SERVICES

PART 415

HEALTH CARE
Section
415.10 Applicability
415.15 Responsibilities
415.20 Definitions
415.30 Medical and Dental Examinations and Treatment
415.40 Mental Health Services
415.50 Mental Health Examinations and Treatment for Guilty but Mentally 11l
415.60 Review of Placements in a Specialized Mental Health Setting
415.70 Involuntary Administration of Psychotropic Medication
415.80 Organ Transplants

AUTHORITY: Implementing Sections 3-2-2, 3-6-2, 3-7-2, 3-8-2, 3-10-2, 3-10-3, and 5-2-6 of
the Unified Code of Corrections [730 ILCS 5/3-2-2, 3-6-2, 3-7-2, 3-8-2, 3-10-2, 3-10-3, and 5-2-
6] and authorized by Section 3-7-1 of the Unified Code of Corrections [730 ILCS 5/3-7-1].

SOURCE: Adopted at 8 Ill. Reg. 14496, effective August 1, 1984; amended at 11 Ill. Reg.
10240, effective June 1, 1987; emergency amendment at 14 I1l. Reg. 13316, effective August
15, 1990, for a maximum of 150 days; amended at 15 Ill. Reg. 988, effective January 12, 1991;
amended at 19 I1l. Reg. 15428, effective November 15, 1995; emergency amendment at 21 I11.
Reg. 638, effective January 1, 1997, for a maximum of 150 days; amended at 21 Ill. Reg. 5911,
effective May 1, 1997; emergency amendment at 28 I1l. Reg. 13805, effective October 1, 2004,
for a maximum of 150 days; emergency expired February 27, 2005; amended at 29 Ill. Reg.
3883, effective March 1, 2005; amended at 30 I1l. Reg. 18914, effective December 1, 2006.

Section 415.30 Medical and Dental Examinations and Treatment

a) Within seven working days after admission to a reception and classification
center, each offender shall be given a physical examination by a physician or by a
nurse practitioner under the direct supervision of a physician or by a physician's
assistant under the direct supervision of a physician. Each offender shall be
immunized as prescribed by the physician.

b) Each offender shall be examined by a dentist within 10 working days after
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admission to a reception and classification center. The dentist shall chart the oral
cavity and classify dental health.

Emergency treatment shall be available to offenders 24 hours a day.

A health care unit or area shall be established at each adult and juvenile
correctional facility (excluding transition centers) within the Department.
Offenders shall be admitted to the health care unit or area as determined by health
care personnel. Offenders in the Impact Incarceration Program or at work camps
shall receive health care through the program or camp's parent facility.

Offenders shall be informed of the institutional procedures for obtaining medical,
dental, or mental health services.

Persons committed to adult and juvenile facilities (excluding transition centers)
shall be provided medical and dental treatment, with the consent of the parent or
guardian where applicable, as prescribed by a Department physician or dentist.

Adult offenders who require non-emergency medical or dental services shall
authorize the Department to deduct a $2.00 co-pay from present or future funds in
his or her trust fund account prior to each visit. Non-emergency services do not
include any follow-up visits determined necessary by a Department physician or
HIV (Human Immunodeficiency Virus) testing and related counseling.

1) The co-payment shall be paid from the offender's trust fund when the
services are delivered.

2) Offenders who are without funds at the time services are delivered shall
not be denied medical or dental services. The offender's trust fund
account shall be restricted for the amount of co-payment and shall be paid
upon receipt of future funds.

3) An offender who is found to be indigent shall be exempt from the co-
payment. An offender shall be considered indigent if during the entire
term of his or her incarceration the offender is without funds to pay the
$2.00 co-payment.

An offender who has or is suspected of having a communicable disease may be
isolated from other offenders. This determination shall be made by a physician as
deemed medically necessary.
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1) In case of critical illness or major surgery, the Chief Administrative Officer shall:

1) Attempt to notify the person designated by the offender to be contacted in
case of an emergency and, where applicable, the parent or guardian.

2) Notify the Chief Legal Counsel if consent for treatment is not obtained or
other legal issues arise.

3) Notify the Agency Medical Director.

1) The decision to continue or terminate a pregnancy is a medical determination that
shall be made by the offender in consultation with her physician.

1) Offenders contemplating an abortion shall be provided with information
and counseling concerning the nature of, the consequences of, and any
risks associated with the procedure and available alternatives.

2) Offenders shall be granted a furlough for the purpose of obtaining an
abortion. Offenders shall be permitted to accept funds for an abortion
from local community charities or other sources.

k) Offenders shall be offered testing and related counseling for HIV following
transfer from reception and classification and prior to release, discharge, or

parole.

k) A record of all medical and dental examinations, findings, and treatment shall be
maintained.

(Source: Amended at 30 I1l. Reg. 18914, effective December 1, 2006)
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Heading of the Part; Illinois Credit Union Act

Code Citation: 38 I1l. Adm. Code 190

Section Numbers:
190.2
190.10
190.20
190.30
190.40
190.50
190.60
190.70
190.80
190.90
190.100
190.110
190.120
190.130
190.140
190.150
190.165
190.180
190.190
190.200
190.500
190.565
190.580
190.600
190.601
190.605
190.610

Statutory Authority: Illinois Credit Union Act [205 ILCS 305].

Effective Date of Amendments: December 4, 2006

NOTICE OF ADOPTED AMENDMENTS

Adopted Action:

Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
New Section
New Section
New Section
New Section

Does this rulemaking contain an automatic repeal date? No

Does this rulemaking contain incorporations by reference? No
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A copy of the adopted amendments, including any material incorporated by reference, is
on file in the agency's principal office and is available for public inspection.

Date Notice of Proposal Published in Illinois Register: June 23, 2006; 30 I1l. Reg. 10622

Has JCAR issued a Statement of Objection to these amendments? No

Differences between proposal and final version: "Section 190.601 Purpose and Scope"
was added.

Have all the changes agreed upon by the Agency and JCAR been made as indicated in the
agreement letter issued by JCAR? Yes

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

Are there any Amendments pending on this Part? No

Summary and Purpose of Amendments: The Payday Loan Reform Act requires the
Department to promulgate regulatory standards that address a number of business practices
concerning payday loans.

Information and questions regarding these Adopted Amendments shall be directed to:

Department of Financial and Professional Regulation
Attention: Barb Smith

320 West Washington, 3rd Floor

Springfield, Illinois 62786

217/785-0813 Fax: 217/557-4451

The full text of the Adopted Amendments begins on the next page:
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TITLE 38: FINANCIAL INSTITUTIONS
CHAPTER I: DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

PART 190
ILLINOIS CREDIT UNION ACT

SUBPART A: GENERAL PROVISIONS

Section

190.2 Definitions

190.5 Credit Union Service Organizations

190.10 Field of Membership Procedures

190.20 Hearings

190.30 Cease and Desist Procedures

190.40 Removal or Suspension Procedures

190.50 Fees

190.60 General Accounting Procedures

190.70 Loan Loss Accounting Procedures

190.80 Use of Electronic Data Processing

190.90 Fixed Asset Investments

190.100 Classes of Share and Special Purpose Share Accounts

190.110 Share Drafts

190.120 Bond and Insurance Requirements

190.130 Verification of Share and Loan Accounts

190.140 Real Estate Lending

190.150 Reverse Mortgage

190.160 Lending Limits — Consumer Loans

190.165 Business Loans

190.170 Group Purchasing

190.180 Investments

190.190 Liquidation

190.200 Conversion of Charter

190.210 Reimbursement for Financial Records

190.220 Registration of Out of State Credit Unions
SUBPART B: HIGH RISK HOME LOANS

Section

190.500 Definitions

190.505 Applicability of Rule
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190.510 Good Faith Requirements

190.515 Fraudulent or Deceptive Practices

190.520 Prohibited Refinances

190.525 Negative Amortization

190.530 Negative Equity

190.535 Balloon Payments

190.540 Financing of Certain Points and Fees

190.545 Financing of Single Premium Insurance Products
190.550 Lending Without Due Regard to Ability to Repay
190.555 Verification of Ability to Repay

190.560 Payments to Contractors

190.565 Counseling Prior to Perfecting Foreclosure
190.570 Mortgage Awareness Program

190.575 Offer of Mortgage Awareness Program

190.580 Third Party Review

SUBPART C: PAYDAY LOANS

Section

190.600 Definitions

190.601 Purpose and Scope

190.605 Applicability of Rule

190.610 [ssuance of Payday Loans by Credit Unions

190.APPENDIX A Estimated Monthly Income and Expenses Worksheet
190.APPENDIX B Mortgage Ratio Worksheet

AUTHORITY: Implementing and authorized by the Illinois Credit Union Act [205 ILCS 305].

SOURCE: Adopted at 4 Ill. Reg. 20, p. 17, effective May 7, 1980; amended at 6 I1l. Reg. 11154,
effective September 7, 1982; amended and codified at 7 Ill. Reg. 14973, effective October 26,
1983; emergency amendment at 9 Ill. Reg. 14378, effective September 11, 1985, for a maximum
of 150 days; amended at 9 Ill. Reg. 16231, effective October 10, 1985; amended at 10 I1l. Reg.
14667, effective August 27, 1986; amended at 12 I1l. Reg. 10464, effective June 7, 1988;
amended at 12 Ill. Reg. 17383, effective October 24, 1988; amended at 13 Ill. Reg. 3793,
effective March 10, 1989; amended at 13 Ill. Reg. 15998, effective October 2, 1989; emergency
amendment at 16 Ill. Reg. 12781, effective July 29, 1992, for a maximum of 150 days; amended
at 16 Ill. Reg. 17073, effective October 26, 1992; amended at 19 Ill. Reg. 2826, effective
February 24, 1995; amended at 20 I1l. Reg. 5803, effective April 8, 1996; emergency amendment
at 20 IIl. Reg. 13093, effective September 27, 1996, for a maximum of 150 days; emergency
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expired February 17, 1997; amended at 22 I1l. Reg. 17317, effective September 15, 1998;
emergency amendment at 23 Ill. Reg. 3086, effective February 23, 1999, for a maximum of 150
days; emergency expired July 22, 1999; amended at 23 Ill. Reg. 12614, effective October 4,
1999; amended at 23 Ill. Reg. 14031, effective November 12, 1999; amended at 25 Ill. Reg.
6244, effective May 17, 2001; amended at 25 I11. Reg. 13278, effective October 19, 2001;
amended at 26 I1l. Reg. 17999, effective December 9, 2002; amended at 28 I1l. Reg. 11699,
effective July 29, 2004; amended at 29 I1l. Reg. 10579, effective July 8, 2005; amended at 30 Il1.
Reg. 18919, effective December 4, 2006.

SUBPART A: GENERAL PROVISIONS
Section 190.2 Definitions

For purposes of the Illinois Credit Union Act and this Part, the words and phrases defined in this
Section shall have the meanings ascribed to them unless the context requires otherwise.

"Act" means the Illinois Credit Union Act [205 ILCS 305].

"Credit union" means a credit union chartered under the Illinois Credit Union Act,
or, as the context permits, under the Federal Credit Union Act or the laws of any
state.

"Department” means the Illinois Department of Financial and Professional
Regulation.

"Director" means the Director of the
of Financial Institutions.

"Net worth" means retained earnings, as defined under generally accepted
accounting principles (Wiley GAAP, published by John Wiley & Sons, 605 Third
Avenue, New York NY 110158-0012, 2002, no later editions or amendments
included), and secondary capital.

"Retained earnings" includes undivided earnings, regular reserve, other
reserves, and any other appropriations designated by management or
regulatory authorities.
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"Secondary capital" means a secondary capital account or other form of
non-share account, including without limitation a debt instrument, subject
to the following conditions:

The maturity or the account shall not be less than three years and
the account shall not be redeemable prior to maturity or the
expiration of a minimum withdrawal notice period of three years.

The account shall not be insured by the National Credit Union
Share Insurance Fund or any governmental or private entity.

The account holder's claim against the credit union must be
subordinate to all other claims, including shareholders, creditors
and the National Credit Union Share Insurance Fund.

Funds in the account, including interest accrued and paid into the
account, must be available to cover operating losses realized by the
credit union that exceed its net available reserves and undivided
earnings. In lieu of being paid into the account, interest may be
paid directly to the account holder or into a separate account from
which the account holder may make withdrawals. Losses shall be
distributed pro-rata among all secondary capital accounts held by
the credit union at the time losses are realized.

The account may not be pledged or provided by the account
holder as security on a loan or obligation with the credit union or
any other party.

In the event of liquidation of the credit union, the accounts will, to
the extent they are not needed to cover losses at the time of
liquidation, be paid out to the account holder.

"Paid-in and unimpaired capital" or "unimpaired capital" means shares as defined
in Section 1.1 of the Illinois Credit Union Act.

"Person" or "persons" means individuals and bodies politic and corporate,
including without limitation corporations, limited liability companies, general
partnerships, limited partnerships and joint ventures; unless, from the context and
facts, the intention is plain to apply only to individuals. Persons who reside in or
live in a geographical area include non-natural persons located within the
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geographical area.

"State" means a state of the United States, the District of Columbia, the
Commonwealth of Puerto Rico and any of the several territories and possessions
of the United States.

"Surplus" means undivided earnings.
(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
Section 190.10 Field of Membership Procedures

a) All requests to amend the field of membership of a credit union must be in writing
and provide sufficient detail to establish conformance with a definition of
common bond as specified in Section 1.1 of the Illinois Credit Union Act (

Act) . At a minimum this
detail must include a definition of the common bond, number of individuals and
demographics of potential members, and a letter of support from a sponsor
organization, association, or employer if applicable.

b) To change field of membership a credit union must amend its by-laws and articles
of incorporation on forms provided by the . These
amendments require the Director's approval prior to becoming effective.

c) The , in administering the common bond requirement of the
Act, will evaluate changes to existing or establishment of new fields of
membership caused by new charters, conversion, or changes in existing by-laws
in accordance with the following criteria:

1) Each credit union must have a field of membership consisting of one or
more of the following common bonds: association, occupation or
community. A central credit union or a corporate credit union may serve
only those groups or persons specified in the Act and its by-laws and
Statement of Incorporation.

2) The common bond must conform to the Act and include some unifying
factor which links and distinguishes a field of membership from the
general public. A generalized common belief, philosophy, or agreement,
is not in itself a sufficient basis for a common bond.
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3) In determining whether a change in a field of membership is appropriate,
the also shall consider:
A) the specific circumstances which govern each request;
B) the original assumptions and circumstances of the common bond
when the charter was granted;
O) the sponsoring organization's knowledge of and support for the

request;

D) the credit union's demonstrated ability to fully serve its existing
field in a safe and sound manner.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)

Section 190.20 Hearings

a)

b)

Upon written request, made within 90 days after any administrative action or
regulatory decision made pursuant to the Act, the Director will authorize a formal
hearing to review the propriety of administrative actions and regulatory decisions
by issuing a notice of hearing.

The notice shall be served personally or by certified or registered mail or as
otherwise provided by law upon the parties or their agents appointed to receive
service of process and shall include the following:

1) A statement of the time, place, and nature of the hearing.

2) A statement of the legal authority and jurisdiction under which the hearing
is to be held.

3) A reference to the particular Sections of the substantive and procedural

statutes and rules involved.
4) Except where a more detailed statement is otherwise provided for by law,
a short and plain statement of the matters asserted, the consequences of a

failure to respond, and the official file or other reference number.

5) The names and mailing addresses of the hearing officer, all parties, and all
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other persons to whom the agency gives notice of the hearing, unless
otherwise confidential by law.

C) An opportunity shall be afforded all parties to be represented by legal counsel and
to respond and present evidence and argument.

d) Unless precluded by law, disposition may be made of any contested case by
stipulation, agreed settlement, consent order, or default.

e) Hearing Officers.

1) The hearing officer designated by the Director shall be an attorney
licensed to practice in Illinois and shall have the authority to:

A) examine or permit examination of any witness under oath;
B) determine the order of appearance of all parties;
0) receive all evidence and testimony and rule on its admissibility as

well as require the production of any relevant document or witness;
D) rule on objections to evidence; and

E) make a written report with recommendations to the Director which
shall include findings of fact and conclusions of law with respect
to the claim. Findings of fact shall be based exclusively on the
evidence and on matters officially noticed.

2) Petitioner or Respondent may petition the Director to disqualify the
appointed hearing officer for bias or conflict of interest by presenting the
Director with convincing and compelling evidence of the hearing officer's
bias or conflict of interest. An adverse ruling shall not constitute bias or
conflict of interest.

f) General Provisions.

1) When a hearing is scheduled pursuant to this Part, the petitioner or his
attorney shall be notified by certified or registered mail, return receipt
requested, at least ten days prior to the date set for the hearing. Delivery
of notice to the United States Postal Service shall constitute delivery.



ILLINOIS REGISTER 18928

06
DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS
2) A continuance shall be granted for good cause by the hearing officer. The
continuance shall be:
A) in writing, in duplicate and signed by the petitioner or his attorney

and shall state the reasons for the request;

B) delivered to the hearing officer at least three days prior to the
scheduled hearing.

3) For the purposes of subsection (f)(2), good cause shall require the
Petitioner to demonstrate real and compelling need for additional time. It
shall include but not be limited to illness, service in the armed forces, etc.

4) Failure to attend a hearing shall result in the dismissal of the party's
petition and the assessment of the costs for such a hearing upon the party.
A person whose petition has been so dismissed shall not resubmit until the
assessed costs have been paid.

5) Any party to a proceeding may order a court reporter to transcribe the
proceeding. If the petitioner makes the request, he or she shall pay all
costs associated with the transcript. If the court reporter is ordered by the
hearing officer, any party may purchase a transcript.

6) The Director shall assess all costs and attorneys' fees against any party
who has unreasonably delayed a proceeding or has filed a claim in bad
faith. "Unreasonable delay of a proceeding" shall be determined to exist
upon a preponderance of evidence indicating that the petitioner is
purposely delaying the hearing either actively or through inattention to
detail. A determination of "filing a claim in bad faith" requires a
preponderance of evidence that the hearing petition was filed merely to
stay DivisionDepartment action with no intent for expeditious resolution
of the contested issue.

g) Conduct of Hearings.

1) The hearing officer shall open the hearing by presenting for the record his
or her letter of authorization from the Director.

2) The rules of evidence and privilege as applied in civil cases in Illinoisthe
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Circuit Courts efthis-State-shall be followed. The hearing officer may
admit evidence not admissible under those rules if such evidence could be
relevant to the case. Irrelevant, immaterial, or unduly repetitious evidence
shall be excluded. Evidence not admissible under those rules of evidence
may be admitted (except where precluded by statute) if it is a type
commonly relied upon by reasonably prudent men in the conduct of their
affairs. Objections to evidentiary offers may be made and shall be noted in
the record. Subject to these requirements, when a hearing will be
expedited and the interests of the parties will not be prejudiced, any part of
the evidence may be received in written form.

The hearing officer may on his or her own motion or the motion of one of
the parties take notice of matters of which Illinoisthe Circuit Courts efthis
State-may take judicial notice. Notice may be taken of generally
recognized technical or scientific facts within the Division'sPepartment's
specialized knowledge if parties are notified, before or during the hearing,
and if afforded an opportunity to contest the material so noticed [5 ILCS
100/10-40(¢c)]. The burden of opposing any material admitted upon notice
shall be upon the party so opposing.

No DivisionDepartment employee or hearing officer shall, after notice of a
hearing, communicate with any party or his attorney in connection with
any issue in the hearing except upon notice and opportunity for all parties
to participate.

The record of any hearing shall include:

A) all pleadings, and evidence received whether admitted or excluded;
B) a statement of all matters officially noticed;
O) all offers of proof, objections and rulings thereon;

D) all proposed findings and exceptions;
E) any decision, opinion, or report by the hearing officer;

F) any communication prohibited by this Part, although the
communication shall not form the basis for any finding of fact;
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G) any evidence excluded by the hearing officer, even though such
evidence is not used in the determination of the claim;

H) a proceeding transcript recorded by any means that will adequately
insure the preservation of the testimony.

6) Within 90 days after the hearing or the receipt of all necessary documents,
the hearing officer shall report to the Director, pursuant to 38 I1l. Adm.
Code 190.20.

7) Within 30 days after receiving the report of the hearing officer, the
Director shall issue a decision, which shall be served on claimant and
other parties personally or by registered or certified mail, return receipt
requested. Copies of the hearing officer's report to the Director are
available upon written request.

Petition to Reconsider.

1) Within 30 days after receipt of the Director's decision, any party may
petition the Director for reconsideration based upon a verified petition.
An affidavit shall accompany the petition stating that the decision was
against the manifest weight of the evidence, was contrary to law, or was
arbitrary or capricious, and is affected by newly discovered evidence not
in existence at the time of the initial hearing or which could not have been
discovered using due diligence at that time.

2) The Director shall determine within 15 days whether to reconsider the
case. Ifreconsideration is allowed, a hearing shall be held pursuant to this
Part and shall be limited to the issues raised by the petition and affidavit.
If reconsideration is denied, the Director's initial decision shall be the final
administrative decision of the DivisionDepartment.

(Source: Amended at 30 I1l. Reg. 18919, effective December 4, 2006)

Section 190.30 Cease and Desist Procedures

a)

The Director shall issue a cease and desist order to any credit union which either
willfully violates or the Director has reasonable cause to believe is about to
violate the Act or rules or any condition imposed in writing by the
DivisionBepartment or commits random violations which jeopardize the safety
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and soundness of the credit union. Such Order shall be sent to the Chairman of
the credit union by certified mail with a copy to each member of the Board of
Directors.

Within 10 days of the receipt of the Order, the credit union shall respond in
writing to request a review of such exceptions. If no response is received, or the
Order is agreed to in writing, the credit union shall be deemed to have consented
to the issuance of the cease and desist order.

If a review of the Order is requested in writing by the credit union and after such
review of the circumstances and record by the Director or his designated agent,
the Director finds a circumstance described in Section 8(4) of the Illinois Credit
Union Act [205 ILCS 305/8(4) ] -Rev—Stat—1981-eh—17par—4409(4)), then
the Director shall issue or extend as appropriate an order to cease and desist to the
credit union from any such practice or violation. Such order shall require the
credit union and its directors, officers, committee members, employees and agents
to cease and desist from such violations and to take affirmative action to correct
the conditions resulting from any such violation. If the credit union has specific
grounds for believing that the evidence upon which the order is based is not
factual then the credit union may request a formal hearing under 38 I1l. Adm.
Code 190.20.

A cease and desist order shall become effective upon receipt by the credit union
and shall remain effective until it is terminated by action of the Director or a
reviewing court. Delivery to the United States Postal Service shall be presumed
to constitute delivery to the credit union.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)

Section 190.40 Removal or Suspension Procedures

a)

b)

Under circumstances as described in Section 8(5) of the Illinois Credit Union Act
[205 ILCS 305/8(5) | -Rev-—Stat199-€eh17par—4409(5)), the Director or his
agent shall issue and serve upon a director, officer or committee member a written
Order of Suspension to remove the named personspersen{s) from office and/or to
prohibit their further participation in any manner in the conduct of the affairs of
such credit union.

Such Order, which shall contain a statement of the facts constituting the grounds
therefore, shall be sent by certified mail to the Chairman with a copy to each
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member of the affected credit union's Board of Directors and the President, if not
a director and shall become effective upon service and, unless stayed by a court,
shall remain in effect pending the completion of administrative procedings as
outlined herein.

C) Within 15 days of the mailing of the Order, the named personspersenrts) shall
respond in writing to request an Administrative review of the Order. If no
response is received or the Order is agreed to in writing, the personsperserfs)
shall be deemed to have consented to the issuance of an Order of Suspension
thereby prohibiting the named individuals from further participation in any
manner in the conduct of affairs of any credit union chartered under the Act.

Such order shall remain effective until it is terminated by action of the Director or
reviewing court.

d) Within 10 days of receipt of the conclusions of the administrative review by the
Director, if the personspersents) named have specific grounds for believing that
the evidence upon which the order is based is not factual then the person(s) may
request a formal hearing under 38 Il1l. Adm. Code 190.20.

e) In the event that all of the directors of a credit union are suspended or removed,
the Director, under authority of Section 61(4) of the Illinois Credit Union Act
[205 ILCS 305/61(4) JH-Rev—Stat—199eh—17-par4462(4)), shall appoint a
Manager-Trustee to manage the affairs of the credit union until such time as the
Director appoints interim successors to the directors to serve until the next annual
members meeting.

(Source: Amended at 30 I1l. Reg. 18919, effective December 4, 2006)
Section 190.50 Fees
The schedule of annual regulatory fees is contained in Section 12 of the Illinois Credit Union

Act. In addition, pursuant to Sections 8 and 9 of the Illinois Credit Union Act, the Director
prescribes the following fees:

a) Service Fee Charges:
1) Investigation of application for permission to
0rganize a New Credit UNION ........c.ocueevieierieeieeieete ettt $250

2) Preparation and/or approval of an amendment
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to the Articles of Incorporation or to the By-
Laws:

Other than to add or convert to a community common bond:

Credit unions with assets less
than $5 MILION. ...

Credit unions with assets of $5 million
and less than $30 MillioN ......eeeeeeeee e

Credit unions with assets of $30
Million and Greater..........oocvievieeiiierieiieeeeee e

To add or convert to a community common
bond (irrespective of credit union asset SI1Ze) ........ccceeeveerervennee.

Preparation and/or approval of standard revised set
OF BY-LaAWS...cutiiiiiiiiiiciieie ettt ettt e

Preparation and/or approval of non-standard revised

set of By-Laws (excluding individual or minor

TEVISIONS ) cuvvteeurieeeireeeeireeeetteeestteeessseeessaeasseasssseesssaeessseeessseeenssesensseens
Photocopy of any documents per page .........ccocceeveeeeeeneeeiieeneeeieenee
Late filing of any report for each day late (excluding 5300 Reports):

Credit unions with assets less than $5 million .......................

Credit unions with assets of $5 million and less

Than $30 MIILON «.eeeeeeeeeee e

Credit unions with assets of $30 million and

GIEALET .. .iiiiiiiiiiiiiiiiii e

06

Late filing of any 5300 Report for any credit union for each day late:

Credit unions with assets less than $5 million.......................
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Credit unions with assets of $5 million and greater .................. $50

8) Preparation of a list of credit unions by name and

9) Credit Union Act, Rules & Regulations and
standard By-Laws in hardback binder ............c.cocoeiiiniiiiiniiiie, $200

Credit Union Act (n0 binder) .........cceveeeiieiieniiienieiiieieeeee $50
Rules & Regulations (n0 binder)........cccceeveeriiinienieenieeieeenns $50
Standard By-Laws (no binder) ...........ccocceeevieniiniienieiiieee, $50

HArdDACK BINAET ...t $50

b) Mergers, Conversions, Investigations, Hearings and Failure to Maintain Books:

1) Supervision of merger or conversion, including
completion of transfer of accounting records of
merging credit union to surviving credit union's
records (excluding involuntary or unsolicited
mergers for which there shall be N0 fee)..........cooeveieieviiiicicieie, $250

2) Special investigation or examination of a credit
union when the opinion of the Director, there is
reasonable cause to believe the credit union is
engaged or has engaged, or is about to engage in an
unsafe or unsound practice, or is violating or has
violated a law, rule or regulation or any condition
imposed in writing by the , O to
enable the Director to determine the safety of a credit
union's operation or its solvency.

Charge per examiner per day or part thereof ...........c.cccceevevverveeneenen. *$190

*Provided that such charges may not exceed the
annual regulatory fee provided in Section 12 of
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the Illinois Credit Union Act for an annual
examination.

The cost of any formal hearing requested by a credit
union in accordance with procedures in 38 Ill. Adm.
Code 190.20 will be assessed by the Director.

A credit union failing to have its books and records
available and currently posted* when contacted by
the examiner for
examination, resulting in the

inability to conduct the examination, will be assessed
a fee of:

Credit unions with assets of less than $1
TNELHON ¢ et eaee e $50

Credit unions with assets of $1 million and
less than $5 MIHON «..eeeeeeeeeee e $100

Credit unions with assets of $5 million and
less than $10 MILHON «.eeeeeeeeeeeeeeeee e $250

Credit unions with assets of $10 million and
less than $30 MILHON «.eeeeeeeeeeeeeeeee e $500

Credit unions with assets of $30 million and
less than $100 MillION ......ccveiviiieiiiieceeeeeeeeeeeeee e $1,000

Credit unions with assets of $100 million and
less than $500 MIlliON ....ccevvviiiiiiiieeeeeeee e $2,500

Credit unions with assets of $500 million and
GICALET ...ttt et et et et e teeteeteeteese e st essesse s e besbeeseeseeseeseens $5,000

*Currently posted means that the accounts are posted by the 15" of the
following month.

The fee authorized under this subsection (b)(4) shall not be assessed if an
immaterial number of accounts is not posted by the 15" day of the
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following month, as determined under generally accepted accounting
principles (Wiley GAAP, published by John Wiley & Sons, 605 Third
Avenue, New York NY 110158-0012, 2002, no later editions or
amendments included), or more frequently than annually.

Payment:

1) A credit union shall pay any fee listed in subsections (a) and (b) of this
Section no later then 20 days after receipt of an invoice from the

2) Individuals, partnerships or other corporations shall pay in advance any
fee to be charged for the preparation of the work requested. The
, upon request, shall provide an estimated cost of the
work requested.

3) Fees shall be waived by the Director for forms and copies supplied to
another agency of government or where the fee was not imposed
according to the Act or this Part. Fees listed in subsections (a) and (b) of
this Section may be waived, in whole or in part, by the Director, upon a
showing by the credit union satisfactory to the Director that the imposition
of the fee in the particular case would be inequitable or create a hardship
for the credit union.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)

Section 190.60 General Accounting Procedures

a)

All credit unions will maintain their books and records in accordance with
generally accepted accounting principles (Wiley GAAP, published by John Wiley
& Son, 605 Third Avenue, New York NY 110158-0112, 2002, no later editions or
amendments included), and in such a manner as to provided an accurate report of
financial condition, with the exception of the selection of the accounting method
to be used or when otherwise directed by statutory requirements. In the event that
a credit union is using the modified cash basis of accounting, and the Director
determines that such method causes a material misstatement of the financial
condition of the credit union, he shall require that the credit union convert to the
full accrual method of accounting except where factors such as prohibitive cost or
lack of expertise are evident. The DivisionDepartment shall notify in writing any
credit union required to convert to the full accrual method and provide 60 days to
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review and respond.

If the credit union does not concur with the Division'sPepartment's requirement, it
may request a formal hearing under 38 Ill. Adm. Code 190.20. The order to
change accounting procedures is stayed pending the final outcome of the hearing.

Regardless of the method of accounting in use, the following items must be
accrued or amortized:

1) Dividends on Classes of Shares;

2) Premiums and Discounts on purchased investments;

3) Depreciation of Fixed Assets;

4) Interest on investments when paid less frequently than once a year.

If a credit union uses the accrual method to recognize interest income on
consumer loans, such accrual must be stopped and income recognized on a cash
basis whenever the borrower is three months or more delinquent in contractual
payments.

Credit unions' charts of accounts must be kept in sufficient detail to allow
accurate and full completion of all reports required by Section 9 of the Act [205
ILCS 305/9].

Pursuant to the authority granted the Director by Section 60(B) of the Act [205
ILCS 305/60] to decrease the reserve requirement set forth in Section 60(A) of the
Act, a credit union is exempt from the reserve requirement of Section 60(A)
provided:

1) The credit union's net worth to asset ratio is 7% or greater; or

2) If the credit union's net worth to asset ratio at the end of a calendar quarter
is less than 7%, the credit union transfers an amount equal to .1% of the
credit union's assets from undivided earnings to regular reserve at the end
of the next calendar quarter and quarterly thereafter until the net worth to
assets ratio is equal to or greater then 7%.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
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Section 190.70 Loan Loss Accounting Procedures

a)

b)

For the purpose of absorbing and reporting loan losses, all credit unions must
establish, at a minimum, the following accounts in the general ledger:

1) Allowance for Loan Losses — A portion of the statutory Regular Reserve
segregated and reported as a direct reduction of loans.

2) Provision for Loan Losses — An expense account, immediately preceding
dividend expense, used to reflect the cost of losses on loans. Ata
minimum, adjustments to the allowance for loan losses shall be made prior
to the distribution or posting of any dividend to the accounts of members
so that the valuation allowance for loan losses established fairly presents
the value of loans and probable losses for all categories of loans. The
allowance for loan losses must encompass:

A) specifically identified substandard doubtful or loss loans;
B) pools of classified loans;

O) pools of unclassified loans (consumer, credit card, mortgage,
business, etc.); and

D) a general portion, as needed, for all other loans and credit
instruments.

The Allowance for Loan Losses (ALL) is initially established by a one-time
transfer from the Regular Reserve (RR). The portion of the ALL adjustment that
is attributable to the initial adoption of the Individual Classification method may
be made through a one time entry to the undivided earnings account and shall
only be permitted as a result of a statutory examination. Any subsequent
replenishment of the ALL must be expensed using the Provision for Loan Losses
(PLL) Account. Except as provided herein no subsequent transfer from the
Regular Reserve is permitted after the initial establishment of the Allowance for
Loan Losses. The ALL shall be maintained at a level equivalent to an amount
computed using both the past five calendar years average loss ratio and an
individual classification of probable losses for all consumer and real estate loans.
Pursuant to subsection (a)(2)(C), if a pool consists of a large group of smaller
balance homogeneous loans, a credit union may utilize an estimated loss
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percentage on the pool to be determined by collectively evaluating the pool of
loans for impairment, as permitted by generally accepted accounting principles
(GAAP) (Miller, Comprehensive GAAP Guide, Harcourt, Brace & Co., 6277 Sea
Harbor Dr., Orlando FL 32877, 1997 (no subsequent dates or editions)). The
portion of the ALL attributable to the pool of loans may be determined by
applying the estimated loss percentage to the total outstanding balance of the
loans comprising the pool instead of individually classifying delinquent loans in
the pool. An individual loan within a smaller balance homogeneous loan pool
shall not exceed a credit union's unsecured lending limits set forth in Section
190.160. Separate ALL's shall be established for loans secured by real estate and
for those loans not so secured.

Delinquency is defined as the failure to make a required payment on or before the
contractual due date. Loans delinquent more than 60 days, bankruptcy and loans
that exhibit deficiencies that impair their full collectibility shall be classified as
either substandard, doubtful or loss.

1) Substandard Loans — A substandard loan is one that is inadequately
protected by the current sound worth and paying capacity of the obligee or
of the collateral pledged. Loans classified as substandard have a well
defined weakness or weaknesses that jeopardized the liquidation of the
debt. They are characterized by the distinct possibility that the credit
union will sustain some loss if the deficiencies are not corrected. Loans in
this category shall generally be listed in a range from zero to under 50
percent potential loss.

2) Doubtful Loans — A loan classified doubtful has all the weaknesses
inherent in a loan classified substandard, with the added characteristic that
the weaknesses make collection or liquidation in full, on the basis of
currently existing facts, conditions and values, highly questionable and
improbable. The possibility of loss is extremely high, but because of
certain important and reasonable specific pending factors which may work
to the advantage and strengthening of the loan, its classification as an
estimated loss is deferred until a more exact status may be determined.
Loans in this category shall be listed at a minimum 50 percent potential
loss.

3) Loss Loans — Loans classified as loss loans are considered uncollectible
and shall be listed at 100 percent potential loss. Loans considered loss
loans include, but are not limited to:
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Any loan 180 days or more delinquent without a payment of at
least 75% of the contractual payment within the last 90 days.
Involuntary transfers from shares and proceeds from the sale of
collateral and insurance settlement shall not be considered as
payments.

Any loan that is 180 days or more delinquent and referred to an
attorney or a collection agency.

Any loan which was previously 180 days or more delinquent, has
been refinanced or extended and has subsequently become 90 days
or more delinquent. In instances where a delinquent loan is
refinanced or extended and does not fully and fairly disclose the
delinquency as determined in a statutory examination of the credit
union, the loan shall be immediately classified as a loss loan.

Any loan with respect to which the borrower has filed a Chapter 7
bankruptcy petition and has been granted a discharge by the court.

Any loan with respect to which the borrower has filed a Chapter 13
bankruptcy and the credit union has not received a payment within
180 days or more after the confirmation of the plan, unless the plan
stipulates repayment of the loan in full and the credit union has
determined from the Trustee that plan payments are being made on
a timely basis to the Trustee but have not yet been disbursed to the
credit union.

Any loan with respect to which the borrower's whereabouts is
unknown (a "skip") unless there is a comaker whose whereabouts
is known and the loan is less than 180 days delinquent.

Any loan where a "deficiency balance" has resulted from the sale
of collateral or an insurance settlement unless there is documented
evidence of periodic payments on a consistent basis in an amount
sufficient to retire the deficiency balance in a reasonable time.

Where there is evidence of collectibility of loans meeting the loss loans
criteria of subsection (c)(3) of this Section, the credit union's records shall
list the loans and classify them as substandard or doubtful and detail the
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evidence of collectibility used to exclude each loan from the loss loan
category. Evidence of collectibility shall be the following collection
activities and remedies:

A) Execution and filing of an enforceable reaffirmation agreement on
the loan in a Chapter 7 bankruptcy proceeding prior to completion
of the Division'sPepartment's loan analysis in any statutory
examination of the credit union.

B) Voluntary repayment of the loan pursuant to Section 524(f) of the
federal Bankruptcy Code (11 USC 524(¥)).

0) Collection of the loan pursuant to repossession of collateral
without judicial process, or by replevin, detinue, forcible entry and
detainer or mortgage foreclosure proceedings.

D) Collection of the loan pursuant to post-judgment enforcement
remedies including wage deduction, garnishment and turnover
orders entered in citation to discover assets supplementary
proceedings.

E) The entry of a judgment pay plan order providing for repayment of
the loan in a judicial proceeding.

F) Documented evidence of repayment of that portion of the loan
covered by collateral protection or other insurance policies.

G) Documented evidence of periodic payments on a consistent basis
in an amount sufficient to retire the loan balance in a reasonable
time.

The Five Year Average Loss Ratio is computed by dividing a sum not
exceeding the total of the past five year's net loan losses by a sum not
exceeding the total of the last five year's December 31 loan balances. The
resulting ratio is to be multiplied by the total loans outstanding less the
loans that have been classified individually or as pools of smaller balance
homogeneous loans. Based upon the asset cycle of the credit union, the
credit union, after receiving the written approval from the Director, may
adjust the historical time period to more accurately reflect the credit
union's loan loss experience. A new credit union not having a Five Year
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Average Loss Ratio for loss loans will be evaluated using available data.

A) Before every dividend declaration or every closing date, all
delinquent and bankrupt loans shall be individually classified as
either substandard, doubtful or loss. All loans classified as losses
must be charged off to the ALL.

B) In calculating the proportion of net income that shall be transferred
to the Regular Reserve, any amounts already taken as PLL during
the calendar year shall be subtracted from the statutory reserve
transfer. In the event the amount of PLL exceeds the statutory
reserve transfer that has been calculated, an amount equivalent to
the difference between the two shall be transferred from Regular
Reserve to Undivided Earnings.

d) Nothing in this Section shall be applicable to the establishment of an Allowance
for Loan Losses account for business loans. Business loans shall be classified
pursuant to Section 190.165.

(Source: Amended at 30 I1l. Reg. 18919, effective December 4, 2006)
Section 190.80 Use of Electronic Data Processing

a) A credit union whose records or accounting system is maintained using electronic
data processing (EDP) equipment must have such accounts and EDP programs to
enable the credit union to complete in an accurate and timely manner all required
reports and to maintain its books, records, all subsidiary accounts and
management reports, as appropriate, in accordance with the Illinois Credit Union
Act and Rules and Regulations promulgated thereunder. Delinquency listings
should be completed in accordance with 38 I1l. Adm. Code 190.70.

b) A credit union must notify the DivisionDepartment in writing forty—frve(45) days
prior to implementation of data processing system or conversion to a different
system. This notification must include the name of the system and the date of
conversion.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)

Section 190.90 Fixed Asset Investments
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Definitions

"Fixed assets" means premises and furniture, fixtures and equipment, as those
terms are defined in this Section:

"Premises" includes any office, branch office, suboffice, service center,
parking lot, other facility, or real estate where the credit union transacts or
will transact business.

"Furniture, fixtures and equipment" includes all office furnishings, office
machines, computer hardware and software, automated terminals, and
heating and cooling equipment.

"Investment in fixed assets" means:

any investment in real property (improved or unimproved) that is being
used or is intended to be used as premises, excluding premises leased for
five years or less;

any leasehold improvement on premises;

the present value of the aggregate of all capital lease payments pursuant to
lease agreements for fixed assets, excluding lease payments for premises
leased for five years or less;

any investment in the bonds, stock, debentures, or other obligations of a
partnership or corporation or limited liability entity, including a credit
union service organization, holding any fixed assets used by the credit
union and any loans to such partnership or corporation or limited liability
entity; and

any investment in furniture, fixtures and equipment.

"Retained earnings" includes undivided earnings, regular reserve, other reserves,
and any other appropriations designated by management or regulatory authorities.

Investment in Fixed Assets

Credit unions with assets of less than $1,000,000 that choose to invest in
premises must apply to the DivisionDepartment for approval.
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2) Credit unions with assets of $1,000,000 or more may invest in fixed

assets, without the prior approval of the DivisionDepartment, subject to
the following conditions:

A) the aggregate amount of the investments does not exceed the lesser
of 70% of the credit union's retained earnings or 6% of total assets;
or

B) the aggregate amount of the investments exceeds the lesser of 70%
of the credit union's retained earnings or 6% of total assets,
provided the credit union has:

1) a current net worth of 9% or, if applicable, 200 basis points
over its risk based net worth level, whichever is higher;

i) a composite CAMEL rating of 1 or 2 for 2 consecutive
examinations; and

111) a consistency in management evidenced by retention of the
same chief management official during the 2-year period
preceding the subject fixed asset investment.

Whenever a fixed asset investment in premises does not require
DivisionDPepartment approval, the credit union shall give the DivisionDepartment
notice of the credit union's intent to make the investment, at least 14 days prior to
becoming obligated on the investment in premises. The notice to the
DivisionBDepartment shall include the following information:

1) the credit union's calculation of its total fixed asset investment authority;
2) the estimated total cost of the planned fixed asset investment in premises;
3) a general description of the planned fixed asset investment in premises.

Notice under this subsection (¢) is effective as of the date the notice is transmitted
from the credit union.

Credit unions with assets of less than $1,000,000 seeking to invest in premises or
credit unions with assets of $1,000,000 or more seeking to invest in fixed assets in
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an amount that exceeds the lesser of 70% of retained earnings or 6% of total
assets and not exempted from obtaining approval by subsection (b)(2)(B) of this
Section must submit to the DivisionDepartiment an application for approval. The
application for approval must contain the following minimum supporting

documentation:

1) why the purchase and/or lease is necessary to serve the credit union's
members;

2) details of the proposed transaction including:
A) location and full description of the fixed asset;
B) if a purchase of premises is involved, current valuation by an

independent appraiser;
O) purchase price or lease details;

D) current owners and their relationship to the credit union or to any
members of the credit union;

E) how the project will be financed;

F) if a purchase, lease or improvement of premises is involved, a
summary of planned due diligence inspections to verify building,
building line and use or occupancy restrictions; conditions and
covenants on record; zoning laws and ordinances; easements for
public utilities; and other matters pertinent to the transaction; and

G) evidence that the increase in operating expenses caused by the
project can be supported after accounting for the current level of

expenses and dividend commitments;

3) the credit union's latest balance sheet, income statement and loan
delinquency report;

4) a certified copy of Board minutes that contain approval for the project.

The DivisionDepartment shall respond to applications for approval of fixed asset
investments as follows:
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1) The DivisionBepartment shall inform the credit union applicant, in
writing, of the date the letter of application was received.
2) Approval of applications shall be given in writing once it is determined by

the DivisionDepartment that the proposal will not adversely affect the
credit union's financial position. The determination will be based on the
past history, current financial condition, projections of the credit union,
and whether the increase of operating expenses caused by the project can
be supported after accounting for the current level of expense, dividend
and reserve commitments.

3) An approval will state a dollar amount or percentage of retained earnings
that may be invested in fixed assets by the credit union.

4) The DivisionBepartment shall provide to credit union applicants written
notification of action taken within 45 calendar days after receipt of the
complete package of supporting documentation from the credit union. If
the credit union does not receive written notification of the action taken
within 45 calendar days after the date the complete package of supporting
documentation was received by the DivisionDepartment, the credit union
may proceed with its proposed investment in fixed assets.

f) A credit union that has received approval for a specific fixed asset transaction
from the DivisionDepartment prior to the date of promulgation of amendments to
this Section shall continue to be eligible to consummate the transaction after such
date of promulgation, without further DivisionDepartment approval.

g) In recording all transactions for fixed assets, generally accepted accounting
principles will be followed (Wiley GAAP, published by John Wiley & Sons, 605
Third Avenue, New York NY 10158-0012, 2002 edition, no subsequent dates or
editions).

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
Section 190.100 Classes of Share and Special Purpose Share Accounts
a) Any account which is not a common share account shall be considered as a class

of share or special purpose share account as applicable. Section 38 of the Illinois
Credit Union Act
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requires dividends to be declared and distributed ratably among holders of share
accounts of the same class. Variable rate dividends can be declared on common
shares with the dividend rates determined by share balance during the dividend
period.

A credit union may offer class(es) of shares and special purpose share account
programs to its members provided that:

1) All specific offerings shall be approved by a resolution of the Board of
Directors.

2) Class of share and special purpose share accounts may be issued in the
same forms of ownership as common share accounts.

3) The par value of all such classes and special purpose accounts shall be the
same as common shares.

4) All such programs are described in writing and prominently displayed in
the office(s) of the credit union. Classes shall be designated as Class
ONE, TWO etc. All accounts must be made available to members on an
equal basis.

5) The terms and conditions of each class or special account must be fully
described in writing to the member upon opening an account. Such
description shall include how ownership of the share(s) is evidenced, the
basis for the calculation and payment of dividends, any applicable
penalties, any renewal options and the alternatives for receipt of dividend
payments.

6) The credit union's accounting records shall give detailed information on
each class, which shall include general ledger accounts for each share
account balance, the dividend expense and accrued dividends payable
thereon. Consolidation of account detail on classes of shares for reporting
on the financial statement is permitted.

7) If a credit union's financial condition prevents payment of dividends on
common share accounts, dividends may not be credited or paid on classes
or special purpose shares for the same period. In this event, members with
class of share accounts may withdraw shares without penalty or loss of
dividends which have been paid or credited.
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(Source: Amended at 30 I1l. Reg. 18919, effective December 4, 2006)

Section 190.110 Share Drafts

a)

b)

d)

A credit union with total assets of $1 million or less may, upon resolution of the
Board of Directors, request permission to offer
share drafts to their members provided that:

1) the total assets of the credit union are at a sufficient level to support the
additional costs of the program,;

2) shares are insured by NCUA or other approved insurance programs;

3) the credit union has full time management or is serviced by a center with
full time management;

4) has automated record keeping or is serviced by a center with such
equipment; and

5) the financial trends of the credit union, including, but not limited to, the
loan delinquency, liquidity, reserves, expense and growth ratios,
demonstrate the credit union's ability to manage safely a Share Draft
Program.

The will respond to all applications within 30 days afteref
receipt. If the application is not approved, the disapproval will identify the
financial and/or operation characteristics which must be improved before re-
application can be made.

A credit union with total assets greater than $1 million may, upon resolution of
the Board of Directors, offer share drafts to its members without
permission

If dividends on the proposed share draft accounts are to be paid at a different rate
or calculated on a basis different from existing common share accounts, then in
accordance with Section 37 of the Illinois Credit Union Act [205 ILCS 305/37],
the share drafts must be established as a class of share.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
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Section 190.120 Bond and Insurance Requirements
a) Bond:
1) The Board of Directors or liquidating agent of each credit union shall

provide a fidelity bond in a form determined by the Director to meet the
requirements of this Section and issued by a corporate surety authorized to
do business in this State. The bond must provide coverage for the fraud
and dishonesty of all employees, directors, officers, and committee
members

and for losses caused by persons outside of the credit
union due to theft, holdup, vandalism, and other criminal acts. Coverage
for the faithful performance of duty is an option the Board of Directors
may provide for all or selected employees, directors, officers, and
committee members.

2) Each bond shall require the surety to give a minimum of thirty(303} days
written notice to the Credit Union Division of the
prior to cancellation of any or all coverages set out in the bond.

3) Any form of rider or exclusion added to the Bond must have prior
approval from the Director, to insure that at least the minimum bond is in
effect and not compromised.

4) A copy of the Declaration Page describing the coverage of the Bond and
any riders or exclusions are to be forwarded ten10} days prior to the
anniversary date or a change in coverage to the by
the surety. The Declaration Page must show at least the following: the
form number of the Bond, the number of the Bond, the name of the credit
union, the rating period, or anniversary date, the term of the Bond and the
maximum limits of liability under the insuring clauses.

b) Bond Schedule:

1) The minimum principal amount of such bond shall be based on the total
assets of the credit union according to the following schedule:

Total Assets Minimum Coverage
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$0 to $10,000 Coverage equal to the Credit
Union's assets.

$10,001 to $1,000,000 $10,000 for each $100,000 or
fraction thereof.

$1,000,001 to $50,000,000 $100,000 plus $50,000 for each
million or fraction thereof over

$1,000,000

$50,000,001 to $295,000,000 $2,550,000 plus $10,000 for each
million or fraction thereof over

$50,000,000
Over $295,000,000 $5,000,000
2) Coverage in amounts in excess of the above minimum requirements may

be purchased when the board of directors, in fulfilling their duty to
provide adequate fidelity bond coverage, determines the additional
coverage is needed. Minimum coverage limits must be extended to cover
the additional risk when, aside from events which cannot be expected to
recur, the total of cash on premise or in transit exceeds the minimum
coverage limits. For purposes of this Section, the term cash shall include
currency, coin, share drafts, checks, banknotes, Federal Reserve notes,
revenue stamps, postage stamps and food stamps.

3) The board of directors shall review the bond coverage at least once each
year to determine that the bond coverage is adequate and at a minimum, is
in compliance with the above scheduled requirements. The board of
directors may, consistent with the requirements of this Section, elect to
purchase bond coverage subject to a deductible.

4) The maximum amount of deductibles allowed shall be based on the total
assets of the credit union according to the following:

Assets Maximum Deductibles

$0 to $100,000 No deductibles allowed
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$100,001 to $250,000 $1,000

$250,001 to $1,000,000 $2,000

Over $1,000,000 $2,000 plus 1000 Of total assets up
to a maximum deductible of
$200,000.

5) No deductible shall exceed 10% of a credit union's Regular Reserve unless

the credit union creates a segregated Contingency Reserve for the amount
of the excess. The Reserve for Loan Losses account may not be
considered part of the Regular Reserve when determining the maximum
deductible. The deductible shall not exceed the maximum amounts listed

in (b)(4) unless approved by the Director in
accordance with (b)(6).
6) A deductible may be applied separately to one or more insuring clauses in

a blanket bond. Deductibles in excess of those shown in this Section must
have the written approval of the Director at least 20 days prior to the
effective date of such deductibles. For purposes of this Section, the
Director shall allow an excess deductible if the credit union will not be
harmed thereby. In making that determination, the Director shall consider,
but is not limited to, the adequacy of reserves, the current financial
condition of the credit union, financial trends and the credit union's
lending record.

7) The Director will require increased bond requirements for any credit union
when the Director determines that current coverage is insufficient. In
making that determination, the Director shall consider the factors listed in

(b)(6). The board of directors of the credit
union must obtain additional coverage within 30 days after the date of
written notice from the Director.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
Section 190.130 Verification of Share and Loan Accounts
a) The Supervisory Committee must make or cause to be made at least once each

year a reasonable percentage verification of members' share and loan accounts.
Except where prior written permission is given by the DivisionDepartment, for
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good cause shown, the verification results are to be reported in the Supervisory
Committee Report filed with the DivisionDepartment. The verification shall be
conducted by the Committee, or by a registered public accountant, under the
supervision of the Committee.

Verifications conducted by the Supervisory Committee.

1) The Committee must test 100% of the accounts at least once every two
years; however, the Committee may submit a modified program using
generally accepted auditing standards for approval by the
DivisionBDepartment. When conducting the verification, the Committee
must establish the following controls:

A)

B)

0)

D)

E)

F)

The commencement of the verification must be on a surprise basis,
including taking possession and control of such books and records
or copies thereof as are necessary for the audit.

All work is to be done by the Supervisory Committee or its
designated agents; all credit union staff, employees, and other
directors shall not be involved, other than to explain exceptions.

General notice of the verification is to be publicized to the
membership in the credit union officesefficefs) and by other
appropriate means.

Separate records of members' share and loan account trial balances
are to be maintained by the Committee; the Committee must also
maintain a separate list of members which is to be updated from
the Board minutes for new and terminated members.

All responses and communications to the verifications by members
must be to the Supervisory Committee or its agents.

All records supporting the verification are to be retained by the
Supervisory Committee.

2) Verification requests may be of either the positive kind, which requires a
direct reply or attestation by the member as to the correctness or the
balances, or the negative kind, which require replies only if the
information listed is, in the opinion of the member, incorrect. Provided
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however, that the following accounts must be verified using the positive
method:

A)

Inactive or dormant accounts — members' accounts which show no
member initiated activity for at least three(3} years.

B) Accounts with recent activity following a period of at least three
€33 years of dormancy.

@) Accounts that show unusually large share withdrawals.

D) Accounts that have delinquent loans.

E) Share and loan accounts closed or charged off since the last
verification was conducted.

F) Accounts where negative requests are returned due to an inaccurate
address.

G) Any other accounts with unusual or significant activity, or which,
in the judgement of the Committee, should be done on a positive
basis to verify the integrity of the negative verification requests.

3) All discrepancies reported should be resolved, and if known, the reason

for the error reported to the Board, along with the results of the audit.

Verification conducted by a CPA firm or individual registered with the State of
Ilinois to practice as a Public Accountant.

1) When the Supervisory Committee's audit is performed by a CPA or a
Registered Public Accountant, either positive or negative verification
requests may be used. The extent and nature of all tests is to be decided
jointly by the Committee and the CPA or Registered Public Accountant.

2) At the conclusion of the audit, a statement must be given which reflects
the work performed and the responsibilities accepted by the firm or
individual. This statement shall be signed by the person in charge of the
audit, or by the person who accepts responsibility for the firm, and shall be
attached to the audit report given to the Board of Directors.
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(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
Section 190.140 Real Estate Lending
a) A Credit Union with total assets greater than $1 million may, following a

resolution of its Board, make loans secured by a lien on real estate, including an
assignment of a beneficial interest in a land trust, subject to the following

procedures:
Maximum Amount Aggregate of All First
Total Assets of a of Loans Secured by Mortgage Loans

Credit Union Real Estate Secured by Real Estate

Under $1 million Lending Limits for 0% of total assets

Consumer Loans

$1 - 2.5 million $165,000%* 25% of total assets

$2.5 - 5 million $250,000%* 30% of total assets

$5 - 10 million $330,000 35% of total assets

$10 - 30 million $580,000 40% of total assets

$30 - 100 million $825,000 45% of total assets

Over $100 million $1,000,000 50% of total assets

* The aggregate loans to one member may not exceed the aggregate limit
referenced in subsection (e).

b) Credit unions with assets under $1 million may make home equity and second
mortgage loans subject to the lending limits for consumer loans set forth in
Section38-H--Adm—Cede 190.160. Credit Unions with assets under $1 million
shall not make first mortgage real estate loans.

C) Credit unions shall not make first mortgage real estate loans for more than the
estimated market value or appraised value of the real estate securing the loans.
Real estate loans, other than first mortgage loans, shall be limited to the value of
the member-borrower's equity in the real estate securing the loan, provided a
credit union may consider as equity any outstanding loan amount secured by the
real estate if the outstanding loan will be repaid with the proceeds of the credit
union's loan.

d) The maximum individual lending limit and the maximum ratio of first mortgage
real estate loans may be increased by obtaining written approval from the
Director. Such approval is to be based upon the need of the members and the
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credit union's real estate lending record.

The maximum limit on an individual loan by credit unions with assets greater
than $1 million is in addition to the secured and unsecured lending limits of
Section 190.160 of this Part; provided, however, in no event shall all loans to any
member exceed in the aggregate 10% of the credit union's unimpaired capital and
surplus as defined in Section 190.2 of this Part. Loans subject to the requirements
for business loans set forth in Section 190.165 of this Part shall be subject to the
appraisal requirements of subsection (h), but shall not be subject to the other
provisions of this Section.

The maximum maturity of a loan secured by a first mortgage shall not exceed 40
years.

Procedures

1) All loans secured by a lien on real estate shall be made based upon prudent
written lending policies and sound lending practices as documented in
each member's loan file. Unless waived by the Director, lending policies
shall include, without limitation, acceptable debt-to-income and loan-to-
value ratios that will be considered the types of real estate security that
will be accepted and any other prudent data considered necessary to
determine the appropriateness of a loan request. All applicable
llinoisState and Federal statutes shall be observed.

2) All accounting for real estate loan transactions shall be in accordance with
generally accepted accounting principles.

Documentation

1) Any credit union granting loans secured by a lien in real estate must
procure and retain the following documentation in its files:

A) A loan application that specifies the purpose of the loan (equity,
purchase, construction, refinance, etc.). The application must
contain sufficient information to support the approval of the loan.
Such information shall include without limitation: the amount of
the loan requested; the purchase price (if applicable); a listing of
the borrower's assets and liabilities; a statement of the borrower's
income; a specific identification of the property; and an
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explanation of the source of the borrower's down payment. If the
loan proceeds will be used for the purchase of the property, a copy
of the real estate sale contract shall be included as an attachment to
the application.

A legal opinion from the credit union's attorney, or a title insurance
policy that identifies the credit union's lien position on the property
used to secure the loan. In the case of home equity lines of credit
and second mortgages, a title search prepared by a service provider
capable of conducting such a search shall be acceptable.

For transactions of $250,000 or less, a written estimate of market
value of the property securing the loan, performed by an individual
having no direct or indirect interest in the property and experienced
to perform such estimations of value for the type and amount of
credit being considered. For transactions over $250,000, an
appraisal by a state certified or licensed appraiser which estimates
the market value of the property used as security for the loan.

A credit report prepared by the credit union or a credit reporting
agency. The report, in conjunction with the information contained
in subsection (h)(1)(A), must demonstrate the applicant's past
history of repayment and ability to repay the loan in question.

A duly executed note and mortgage agreement that outline the
borrower's agreement to repay the loan on the terms agreed, and
the borrower's agreement to provide the credit union with a valid
security interest in the subject property. The mortgage agreement
must contain an accurate legal description of the subject property
and be duly recorded in the office of the appropriate county
recorder of deeds.

A settlement statement reflecting all costs of closing and all
disbursements of funds at closing for real estate loans that require
the use of a settlement statement under the Real Estate Settlement
Procedures Act.

On any loan where the lesser of the loan-to-value ratio or loan-to-
purchase price ratio exceeds 80%, the credit union may require the
borrower to obtain private mortgage insurance insuring the excess
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of the loan above the 80% factor.

H) In the event the subject loan is to be used for the construction of a
residential dwelling that is or will be the principal residence of the
member-borrower and the loan will be secured by a perfected first
lien or first security interest in favor of the credit union, the credit
union must obtain satisfactory evidence of the payment in full of
the costs of furnishing labor and material in connection with such
construction. Such evidence shall include receipt of an owner's
statement, under oath, setting forth the names of all parties with
whom the owner has contracted for the furnishing of labor and
material; a general contractor's sworn statement from each of the
parties named in the owner's statement; a subcontractor's sworn
statement from each subcontractor named in the general
contractor's statement; and partial and final unconditional lien
waivers from the general contractor and all subcontractors and
materialmen indicating that they have completed their respective
portion of the work and been paid in full. The credit union must
inspect, or cause to be inspected by a third party, the completion of
each phase of the work for which an advance of any portion of the
loan proceeds is sought. Any such inspections must be clearly
documented in the file as to the date of the inspection and a brief
explanation of the work progression. Additionally, the credit
union must obtain a borrower payment authorization, in connection
with each payment to the general contractor. This subsection
(h)(1)(H) shall not apply to a loan to finance the repair, alteration
or improvement of a residential dwelling which is the residence of
the member-borrower.

2) A loan secured by a lien on real estate is exempt from the requirements of
subsections (h)(1)(B), (C) and (G) of this Section if the loan complies with

the following criteria:

A) The loan is not used for the purchase or refinancing of the real
estate securing the loan.

B) The lien on real estate is taken as collateral solely through an
abundance of caution.

O) The terms of the transaction are not more favorable than they
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would have been in the absence of the lien on real estate.
D) The transaction complies with the lending limits and other
requirements for consumer loans set forth in Section 190.160 of
this Part.

1) Sale of Real Estate Loans

1) A credit union may sell, in whole or in part, any loan secured by real
estate to:

A) Federal National Mortgage Association
B) Government National Mortgage Association
0] Federal Home Loan Mortgage Corporation

D) Federal, IllinoisState and Local Housing Authorities

E) Federal or IllinoisState Chartered Credit Unions, Banks, and
Savings and Loan Associations

F) Residential mortgage licensees properly registered with and
licensed by the Illinois Director of Banks and Real Estate

G) Such other institutions as approved by the Director

2) All such sales shall not be subject to recourse or repurchase that enables
the credit union to retain control over the transferred assets. The credit
union shall have surrendered control over the transferred assets if:

A) The transferred assets have been put presumptively beyond the
reach of the credit union transferring the assets and its creditors;

B) The purchaser has the right to pledge or exchange the assets; and

0] The credit union does not maintain effective control over the
transferred assets through an agreement that both entitles and
obligates the credit union to repurchase the assets before their
maturity.
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3) A limited recourse provision in a sale agreement that obligates the credit

union transferring assets to purchase the assets because of breach of
warranty or misrepresentation shall be considered a sale.

(Source: Amended at 30 I1l. Reg. 18919, effective December 4, 2006)

Section 190.150 Reverse Mortgage

a)

b)

c)

d)

"Reverse Mortgage" loans shall be granted by credit unions authorized to make
real estate loans under Section 46(2) of the Illinois Credit Union Act
and for the purposes stated
in 46(3) of the Illinois Credit Union Act
. Such loans must be on forms and in a manner consistent with all
relevant statutory and regulatory authority including
190.140.

Such loans shall be based upon prudent lending and underwriting standards and
procedures.

No such loan including any existing liensken(s) shall exceed 80% of the appraised
value of the real estate.

The total of all such loans may not, without prior approval of the Director, exceed
one third of all real estate loans outstanding.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)

Section 190.165 Business Loans

a)

The following are definitions applicable in this Section.

1) "Associated Member" means any member with a common ownership,
investment or other pecuniary interest in a business or commercial
endeavor with the borrower.

2) A "Business Loan" is defined as any loan, line of credit, letter of credit
(including any unfunded commitments), to a member of the credit union,
for which the proceeds will be used to finance a commercial, corporate,
other business investment property or venture, or agricultural purpose,
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including any interest the credit union obtains in a loan made by another
lender to a member or nonmember of the credit union pursuant to Section
51 of the Act if the loan would constitute a business loan if made by the
credit union, except that the effect of any interest obtained in nonmember
business loans on a credit union's aggregate member business loan limit
will be as set forth in subsection (g)(2)(D).

3) "Net Worth" means retained earnings as defined under GAAP. Retained
earnings include regular reserves, undivided earnings and any other
appropriations designated by management or regulatory authorities or
Surplus, excluding the Allowance for Loan Losses Accounts.

4) "Net Member Business Loan Balance" means the outstanding loan balance
plus any unfunded commitments, reduced by any portion of the loan that
is secured by shares in the credit union, or by shares or deposits in other
financial institutions, or by a lien in the member's primary residence, or
insured or guaranteed by any agency of the federal government, a state or
any political subdivision of such state, or subject to an advance
commitment to purchase by any agency of the federal government, a state
or any political subdivision of such state, or sold as a participation interest
without recourse and qualifying for true sales accounting under generally
accepted accounting principles.

5) "Primary Residence" means the address at which one resides.

6) "Immediate Family Member" means a spouse or other family member
living in the same household.

Nothing in this Section shall be applicable to:

1) loans fully secured by shares in the credit union or deposits in other
financial institutions.

2) net member business loan balances in an aggregate amount of $50,000 or
less to one member or associated member for which the proceeds may be
used for a commercial business or agricultural purpose.

3) loans to credit union service organizations (CUSO) as defined under
Section 190.5 of this Part.
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loans for any one to four family owner-occupied parcel of real estate as
long as the borrower/owner maintains the subject property as his primary
residence.

loans fully secured or fully guaranteed by, or subject to an advance
commitment to purchase in full by, an agency of the federal government

or of a state or any of its political subdivisions.

loans granted by a credit union to another credit union.

Prohibited Activities

1)

2)

3)

A credit union may not grant a member business loan to the following:
A) Chief executive officer;

B) Any assistant chief executive officers;

)] Chief financial officer;

D) Any associated member or immediate family member of anyone
listed in subsections (c)(1)(A) through (c)(1)(C).

A credit union may not grant a member business loan to a compensated
director unless the board of directors approves granting the loan and the
compensated director is recused from the decision making process.

Equity agreements/joint ventures. A credit union may not a grant a
member business loan if any additional income received by the credit
union or senior management employees is tied to the profit or sale of the
business or commercial endeavor for which the loan is made.

Credit unions with assets greater than $30 million may make business loans in
accordance with specific lending policies which shall address, but not be limited

to:

1)

2)

Types of business loans to be made within a designated trade area.

A requirement to analyze and document the ability of the borrower to
repay the loan consistent with appropriate underwriting and due diligence
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standards, which also addresses the need for periodic financial statements,
credit reports, and other data when necessary to analyze future loans and
lines of credit, such as, borrower's history and experience, balance sheet,
cash flow analysis, income statements, tax data, environmental impact
assessment, and comparison with industry averages, depending upon the
loan purpose.

Expertise Requirement

A)

B)

Provisions for ensuring the utilization of services of experienced
personnel with at least 2 years of direct experience with the type of
business loans the credit union will be making. A credit union
may comply with this experience requirement without hiring staff
as long as the credit union ensures that the expertise is available.
For example, a credit union may use the services of a CUSO, an
employee of another credit union, an independent contractor, or
other third parties. However, the actual decision to grant a loan
must reside with the credit union.

Any third party used by a credit union to meet the requirements of
subsection (d)(3)(A) must be independent from the transaction and
a credit union is prohibited from using a third party to meet the
requirements of this subsection (d) if the credit union is purchasing
a business loan, or a participating interest in a business loan, from
the third party responsible for reviewing the loan, or if the third
party has an interest in the collateral securing a business loan
which the third party is responsible for reviewing, with the
following exceptions:

1) The third party may provide a service to the credit union
related to the transaction, such as loan servicing;

1) The third party may provide the requisite experience to the
credit union and purchase a loan or a participation interest
in a loan originated by the credit union that the third party
reviewed; or

iii) A credit union may use the services of a CUSO that
otherwise meets the requirements of subsection (d)(3)(A)
even though the CUSO is not independent from the
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transaction, provided the credit union has a controlling
financial interest in the CUSO as determined under
generally accepted accounting principles.

4) The maximum amount of secured and unsecured business loans to any one
member or group of associated members, provided it does not exceed the
limits as set forth in subsections (f) and (h).

5) The aggregate amount of the credit union assets in relation to net worth
that will be invested in business loans, provided credit unions subject to
section 107A of the Federal Credit Union Act (12 USC 1757a) may not
exceed the limit set forth in subsection (g).

6) The maximum amount of credit union assets in relation to net worth that
will be allotted to given types of business loans.

7) Collateral requirements, including, but not limited to:

A) Loan-to-value ratios;

B) Determination of value;

C) Determination of ownership;

D) Steps to secure various types of collateral; and

E) How often the credit union will re-evaluate the value and

marketability of collateral.
8) Defined interest rates and defined maturities of business loans.

9) Loan monitoring, servicing, and follow-up procedures, including
collection procedures.

10) Identification of those individuals prohibited from receiving member
business loans.

e) Business loans shall not be granted by credit unions with assets of $30 million or
less unless the of FinanetalHnstitutions-has approved a credit
union's request for a business loan amendment to its bylaws. The request must be
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accompanied with specific lending policies including but not limited to the
criteria listed in subsection (d). All approval of requests shall be based upon the
history of the credit union, current financial condition and the adequacy of
applicable operating policies as documented in the

statutory or special examination. Evaluation of the history, current financial
condition, and operating policies of the credit union will include, but not be
limited to, the credit union's capital adequacy, asset quality, management policies,
earnings, and liquidity. These factors must be reflective of a safe and sound
financial operation (in accordance with 205 ILCS 305/8, 9, 36 and 61).

The net member business loan balances of any one member or group of associated
members shall not exceed 15% of the credit union's net worth. Credit unions
seeking an exception to this limit must request a waiver in writing. The
maximum limit on a member business loan is in addition to the secured and
unsecured limits established in Sections 190.160 and 190.140, provided however,
in no event shall all loans to any member exceed in the aggregate 10% of the
credit union's unimpaired capital and surplus.

Aggregate Member Business Loan Limit

1) The aggregate limit on the net member business loan balances of a credit
union subject to section 107A of the Federal Credit Union Act (12 USC
1757a), excluding any business loans exempted from the aggregate
member business loan limit by section 107A of the Federal Credit Union
Act or Part 723 of the National Credit Union Administration Regulations
(12 CFR 723, 2004, no subsequent dates or editions), is the greater of:

A) 1.75 times the credit union's net worth or 12.25% of the credit
union's assets, whichever is less; or

B) the aggregate member business loan limit authorized by section
107A of the Federal Credit Union Act.

2) Exceptions to the aggregate loan limit for a credit union include:

A)  Credit unions that have a low-income designation or participate in
the Community Development Financial Institutions program;

B) Credit unions that were chartered for the purpose of making
member business loans and can provide documentary evidence
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(such evidence includes but is not limited to the original charter,
original bylaws, original business plan, original field of
membership, board minutes and loan portfolio).

Credit unions that have a history of primarily making member
business loans, meaning that either member business loans
comprise at least 25% of the credit union's outstanding loans (as
evidenced in any call report or any equivalent documentation
including financial statements) or member business loans comprise
the largest portion of the credit union's loan portfolio (as evidenced
in any call report or any equivalent documentation including
financial statements). For example, if a credit union makes 23%
member business loans, 22% first mortgage loans, 22% new
automobile loans, 20% credit cards loans, and 13% total other real
estate loans, then the credit union meets this exception.

If the interest held by a credit union in any loans made by another
lender to a nonmember of the credit union would constitute a
business loan if made to a member of the credit union, the total of
the interest held in such nonmember business loans plus the credit
union's net member business loan balances must not exceed the
aggregate limit set forth in subsection (g)(1), unless the credit
union has requested approval from the , by
submitting an application that:

1) Includes a current copy of the credit union's member
business loan policies;

i) Confirms that the credit union is in compliance with all
other aspects of this Section;

1i1) States the credit union's proposed limit on the total amount
of nonmember business loan interests that the credit union
may acquire if the application is granted; and

v) Attests that the acquisition of an interest in nonmember
business loans is not being used, in conjunction with one or
more other credit unions, to have the effect of trading
member business loans that would otherwise exceed the
aggregate limit.
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3) Request for Exception

A) An exception under subsection (g)(2)(A) is effective upon written
notice to the of such designation or
participation.

B) An exception under subsection (g)(2)(B) or (g)(2)(C) must be
submitted in writing to the , including
documentation demonstrating that the credit union meets the
criteria for the exception.

1) Approval of an exception shall be given in writing to the
credit union.
1) The exception does not expire until revoked for safety and
soundness reasons by the
1i1) The shall notify the respective Region
of the NCUA of the decision on the request.
Collateral
1) Unless the grants a waiver, all member business
loans, except those made under subsections (h)(2), (3) and (4), must be
secured by collateral. The maximum loan to value (LTV) ratios for all
liens shall not exceed 80%, unless the loan amount in excess of 80% is
covered through private mortgage or equivalent insurance, or is insured or
guaranteed by or subject to an advance commitment to purchase by any
agency of the federal government or a state or its political subdivisions,
but in no case shall the LTV exceed 95%.
2) Unsecured member business loans may be made if:

A) The credit union has a current net worth of 7% or, if applicable,
meets its risk based net worth ratio, whichever is higher;

B) The aggregate of the unsecured outstanding member business loans
to any one member or group of associated members does not
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exceed the lesser of $100,000 or 2.5% of the credit union's net
worth; and

@) The aggregate of all unsecured outstanding member business loans
does not exceed 10% of the credit union's net worth.

Credit card line of credit programs offered to nonnatural person members,
or guaranteed by nonnatural persons, that are limited to routine purposes
normally made available under those programs are exempt from the
collateral requirement of subsections (h)(1) and (2).

Credit unions may make vehicle loans under this Section without
complying with the loan-to-value ratios in this Section, provided that the
vehicle is a car, van, pick-up truck, or sports utility vehicle and not part of
a fleet of vehicles.

Construction Loans

Unless the grants a waiver, loans granted for the construction
or development of commercial or residential property are subject to the following
additional requirements:

)

2)

The aggregate of all construction and development net member business
loan balances must not exceed 15% of the credit union's net worth. The
following loans may be excluded from the calculation of the aggregate:

A) loans made to finance the construction of a single-family residence
if a prospective homeowner has contracted to purchase the
property; and

B) a loan to finance the construction of one single-family residence
per member-borrower or group of associated member-borrowers,
irrespective of the existence of a contractual commitment from a
prospective homeowner to purchase the property;

The borrower must have a minimum of 25% equity interest in the project
being financed, the value of which is determined by the market value of
the project at the time the loan is made, except that the loan to value
requirements of subsection (h) shall apply in lieu of this equity interest
requirement in the case of loans made to finance the construction of a
single-family residence if a prospective homeowner has contracted to
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purchase the property and in the case of one loan to a member-borrower or
group of associated member-borrowers to finance the construction of a
single-family residence, irrespective of the existence of a contractual
commitment from a prospective homeowner to purchase the property; and

The funds may be released only after on-site, written inspections by
qualified personnel and according to a preapproved draw schedule and any
other conditions as set forth in the loan documentation.

1) Request for Waiver

1)

2)

Credit unions may request a waiver for a category of business loans in the
following areas:

A) Maximum secured and unsecured loan amounts to one borrower or
associated group of borrowers under subsections (f) and (h);

B) Maximum aggregate unsecured member business loan limit under
subsection (h)(2);

)] Collateral requirements under subsection (h);

D) The aggregate amount of construction loans and the minimum

equity interest in construction loans under subsection (i); and

E) Any appraisal requirements imposed by Part 190 with respect to
loans secured by real estate.

A request for a waiver must be submitted in writing to the
. The waiver request must contain the following:

A) A copy of the credit union's business lending policy;
B) The waiver sought;
O) An explanation of the higher limits sought (if applicable);

D) Documentation supporting the credit union's ability to manage this
activity; and
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An analysis of the credit union's prior experience in making
member business loans, including the credit union's history of loan
losses and delinquency, volume and cyclical or seasonal patterns,
diversification, concentrations of credit to one borrower or group
of borrowers in excess of 15% of net worth, underwriting
standards and practices, types of loans grouped by purpose and
collateral, and the qualifications of personnel responsible for
underwriting and administering member business loans.

shall consider standard criteria when determining

whether to grant a waiver requested by a credit union as provided in
subsection (j)(1). The criteria include but are not limited to:

A)
B)
©)
D)
The

A)

B)

0

The two most recent examinations;
The credit union's reserve/equity position;
The credit union's current delinquency and loan loss trends; and
The credit union's Business Lending Policy and Procedures.
shall respond to requests for waivers as follows:

The shall inform the credit union in writing of
the date the written request for waiver was received.

Approval of waivers shall be given in writing within 45 calendar
days from receipt of the waiver request and supporting documents
listed in subsection (j)(2), if it is determined by the

that the waiver will not adversely affect the
credit union's financial position.

If a waiver approved by the must also be
approved by the National Credit Union Administration (NCUA),
the shall forward the waiver request and
supporting documents to the NCUA Regional Director and provide
the credit union with written notice of the date the request was
forwarded.
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D) If a waiver request does not require NCUA approval, the credit
union may assume approval of the waiver request if it does not
receive notification within 45 days after the date the request was
received by the

Recordkeeping Requirements
Business loans must be separately identified in a credit union's records and
separately identified in the aggregate on a credit union's financial reports.

Allowance for Loan Losses for Business Loans

1) Allowance for Loan Losses for Business Loans will be determined and
accounted for by the credit union as follows:

A) Substandard Loans — A substandard loan is one that is inadequately
protected by the current sound worth and paying capacity of the
obligor or of the collateral pledged. Loans classified substandard
have a well-defined weakness or weaknesses that jeopardize the
liquidation of the debt. They are characterized by the distinct
possibility that the credit union will sustain some loss if the
deficiencies are not corrected. Loans listed in this category shall
generally be listed in a range from zero to under 50% potential
loss.

B) Doubtful Loans — A loan classified doubtful has all the weaknesses
inherent in a loan classified substandard, with the added
characteristic that the weaknesses make collection or liquidation in
full, on the basis of currently existing facts, conditions, and values,
highly questionable and improbable. The possibility of loss is
extremely high, but because of certain important and reasonable
specific pending factors that may work to the advantage and
strengthening of the loan, its classification as an estimated loss is
deferred until a more exact status may be determined. Pending
factors include: proposed merger, acquisition, or liquidation
actions; capital injection; perfecting liens on collateral; and
refinancing plans. Loans in this category shall be listed at a
minimum 50% potential loss.

0] Loss Loans — Loans classified loss are considered uncollectible
and of such little value that their continuance as loans on the credit
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union balance sheet is not warranted. This classification does not
necessarily mean that the loan has absolutely no recovery or
salvage value, but rather, it is not practical or desirable to defer
writing off the asset even though partial recovery may occur in the
future. Loans in this category shall be listed at 100% potential
loss.

Loans may be excluded from the "loss loans" category and
classified as either substandard or doubtful if there is evidence of
collectibility. Evidence of collectibility shall include without
limitation the following collection activities and remedies:

1) Execution and filing of an enforceable reaffirmation
agreement on the loan in a Chapter 7 bankruptcy (11 USC
701 et seq.) proceeding prior to completion of the
loan analysis in any statutory
examination of the credit union.

i) Receipt of payments on the loan in a Chapter 13
bankruptcy (11 USC 1301 et seq.) within 180 days after the
confirmation of the plan; or, if the plan stipulates
repayment of the loan in full but payments have not yet
been disbursed to the credit union, the credit union has
determined from the Trustee that plan payments are being
made on a timely basis to the Trustee.

1i1) Receipt of payments on the loan in a Chapter 11
bankruptcy reorganization (11 USC 1101 et seq.) or
Chapter 12 bankruptcy family farm reorganization (11 USC
1201 et seq.) within 180 days after the confirmation of the
plan.

1v) Voluntary repayment of the loan pursuant to sectionSeetion
524(f) of the federal Bankruptcy Code (11 USC 524(¥)).

V) Collection of the loan pursuant to repossession of collateral
without judicial process, or by replevin, detinue, forcible
entry and detainer or mortgage foreclosure proceedings.
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vi) Collection of the loan pursuant to post-judgment
enforcement remedies, including wage deduction,
garnishment and turnover orders entered in citation to
discover assets supplementary proceedings.

vii)  The entry of a judgment pay plan order providing for
repayment of the loan in a judicial proceeding.

viii))  Documented evidence of repayment of that portion of the
loan covered by collateral protection or other insurance
policies.

ix) Documentation evidence of periodic payments on a
consistent basis in an amount sufficient to retire the loan
balance in a reasonable time.

2) Non-delinquent loans may be classified in the above categories by the
, dependent upon an evaluation of factors, including,
but not necessarily limited to, the adequacy of the credit union's analysis
and documentation of the loan application, and the credit union's collateral
requirements. Subsection (d)(2) contains analysis and documentation
requirements.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
Section 190.180 Investments

The Board of Directors of a credit union shall use the following procedures in managing and
investing funds not being used for loans to members.

a) The Board must develop a written investment policy which includes at a
minimum:

1) personspersen{s) authorized to take investment actions and the kinds of
investments permitted the designated person or committee;

2) limits by amount and term of the investments;

3) procedure for approval of all brokerbreker(s) or advisor
relationshipsadviser(s)relationship;
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4) procedure for safekeeping of securities.

All investments are to be recorded on the books and records in accordance with
generally accepted accounting principles and so as to enable the
to readily ascertain the financial condition of the credit union.

Investments are limited to the direct purchase of securities listed in Section 59 of
the Act , and common trust or mutual funds
whose investment authority is limited solely to securities and investments listed in
Section 59 of the Illinois Credit Union Act

Credit unions may invest in privately issued collateralized mortgage obligations
(CMOs) —a CMO is a corporate bond secured by mortgage pass-through
certificates of the Government National Mortgage Association or the Federal
National Mortgage Association — provided such obligations receive the highest
rating (either AAA or AA) by Standard and Poors rating or another comparable
rating service.

Credit unions are not authorized to engage in speculative investment activities or
transactions including but not limited to:

1) short sales of securities;

2) adjusted trades;

3) standby commitments;

4) cash forward agreements in excess of 120 days from the trade date;
5) futures contracts; or

6) the buying and carrying of securities on margin through the use of

borrowed funds.

(Source: Amended at 30 I1l. Reg. 18919, effective December 4, 2006)

Section 190.190 Liquidation
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A credit union may enter liquidation through actions initiated by its Board of Directors to

| voluntarily dissolve or by actions initiated by the Director of Financial
Institutions to involuntarily dissolve and be liquidated by a Liquidating Agent of one person or a
committee under the following procedures:

a)

b)

Voluntary Liquidation:

1)

2)

After completing the requirements in Section 62 of the Illinois Credit
Union Act , the Liquidating Agent,
must furnish a fidelity bond in compliance with 38 Ill. Adm. Code
190.120.

Upon receipt and approval of the fidelity bond, the Director shall issue a
Certificate of Voluntary Dissolution attesting to the compliance with
Section 62 of the Illinois Credit Union Act

, stating the namesname(s) of the Liquidation Agent, and
authorizing the taking of possession and control of the books, records and
assets of the credit union for the purpose of conserving and collecting the
assets, paying all indebtedness and distributing the remaining assets to the
membership. Certified copies of the Certificate of Voluntary Dissolution
shall be furnished to the Liquidating Agent for his use in securing access
to the credit union's funds in depositoriesdepesitery{ies), withdrawal of
investments or for any other purpose to carry out the liquidation.

Involuntary Liquidation:

1)

2)

Under the provisions of Section 61 and Section 62 of the Illinois Credit
Union Act , the Director shall
issue to the credit union by certified mail, with a copy to each director, an
order for Possession and Control for purpose of liquidation.

A Liquidating Agent (person or committee) shall be appointed by the

Director to carry out liquidation under the direction and control of the

Director. Except where the Liquidating Agent is the NCUA or other

insuror or agent under the share insurance interest, the procedures listed in
(©) shall be followed.

The liquidation, whether voluntary or involuntary, shall be under the direction of
the Director and shall proceed in the following manner:
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1) The Certificate shall be promptly filed at the County Recorder's office in
the County in which the main office of the credit union is located and the
recording information shall be forwarded to the

2) An itemized inventory, in duplicate, as of the date of the Certificate listing
the following shall be prepared to include:

A) all assets;
B) all known liabilities;

@) a list of all members accounts' by name, address, account numbers,

share and loan balances, notes payable on file, and security
offered;

D) a balance sheet as of the date of the Certificate;

E) a Statement of Income and Expenses as of the date of the
Certificate;

F) the name and address of all depositoriesdepesitoryfies) including
the credit union's account numbersaumber(s) and balance.

3) A signed and dated copy of the items listed under (c)(1) and
©)(2) shall be forwarded to the . One
copy of each of the above items is to be retained by the Liquidating Agent.

4) The books and records are to be kept posted currently throughout the
liquidation.

5) All funds received shall be promptly deposited in the credit union's

depositoriesdepesitory(tes). The Director shall approve a change in

depositoriesdepesitory(ies) upon receipt of written request from the agent
stating the reason for the change.

6) All disbursement of funds shall have prior approval of the
and be in accordance with the priority established in Section
62(7) of the Illinois Credit Union Act
. The shall approve in writing disbursement
of funds during liquidation upon written request from the liquidating
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agent. Each request must contain a current financial statement and a total
dollar amount to be distributed prorata to the share-holders.

Monthly reports, consisting of a balance sheet, statement of income and
expense, and an analysis of funds received and expended, shall be
prepared on forms furnished by the as of each
month's end and forwarded to the on or before the
15" of the subsequent month.

An initial report on all accounts turned over to an attorney and/or
collection agency for collection is to be forwarded to the

with subsequent periodic reports showing collection activity
on these accounts.

Subject to the prior approval of the Director, the Liquidating Agent may
prosecute and defend all suits or intervene and execute all necessary
deeds, releases or other instruments necessary to consummate any sale of
real estate or personal property, or compromise any debt or claim to same
effect as if the instruments were executed by the officers of the credit
union. The agent shall request approval, in writing, detailing the specific
instances. The Director shall base his approval on maximizing the return
of funds and protecting the interests of the shareholders.

Compensation paid for the Liquidating Agent's services shall be
determined by the Director, so as to maximize the return of shareholder's
funds and to provide reasonable compensation for the professional
services required.

All expenses incurred in the liquidation shall be paid out of the funds of
the credit union.

Completion of the liquidation shall be in compliance with provisions of
Section 62 of the Illinois Credit Union Act

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)

Section 190.200 Conversion of Charter

a) Conversion from a State of Illinois chartered credit union to a credit union
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chartered by the National Credit Union Administration or by a state regulatory
authority of credit unions of another state shall be authorized subject to the
following requirements:

1) The proposal for the conversion of charter is approved by resolution of the
Board of Directors.

2) Written notification is given of the intent to convert to the Director ef
FinanetaHnstitations-at least 30 days prior to the mailing to the members
of the Notice of Meeting at which the question of conversion is to be
voted.

3) Evidence is furnished to the Director ef Finanetal-nstitutions-that the
National Credit Union Administration or the state regulatory authority for
credit unions in the other state is agreeable to the conversion proposal.

4) The conversion proposal is approved by % of the members present or
voting. Notice of the meeting must be given in accordance with Section
19(1) of the Illinois Credit Union Act
and include:

A) the time, place, and purpose of the meeting;

B) a brief and accurate statement of the reasons for the against the
proposed conversion including any effects it could have on the
shareholdings of members and the policies and practices of the
credit union;

O) a ballot and details of how the ballot may be voted.

5) Proxy voting is not permitted. Ballots will be distributed or mailed to the
members and the returned ballots shall be counted with those ballots of
members present at the meeting. Ballots must be distributed or mailed at
least 7 days before the date of the meeting. All ballots postmarked on or
before the date of the meeting shall be included in the final vote
computation.

6) A notarized report attesting to the accuracy of the voting shall be
forwarded to the Director within 10 days after the meeting containing the
following information:
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A) date of mailing and/or posting notice of meeting;

B) date of members meeting or any adjourned meetings;

@) number of members;

D) number of members present at meeting;

E) number of members voting for the proposal in person at the
meeting and the number of members not at the meeting voting for
the proposal by ballot.

7) If % of the voting members approve the proposal, and the appropriate
federal or other state regulatory agency approves the conversion, a request
to convert the charter shall be sent within 10 days of the members' meeting
to the Director. If the credit union is not subject to any formal supervisory
restraints or other supervisory proceedings and if the conversion is in the
best interests of the members, the Director shall issue a Certificate of
Conversion approving the change of chartering authority.

8) The credit union shall return its Illinois charter and Articles of
Incorporation to the Director and shall record the Certificate of
Conversion in the County Recorder's Office in the Illinois county where
the credit union's office is located and forward the recording information
to the Director-ef Einaneial-nstitations. The converted credit union shall
be merely a continuation of the State of Illinois credit union under a new
name and new jurisdiction and such revision of its corporate structure as is
necessary for its proper operation under the new jurisdiction. The
effective date of the charter conversion will be the date that the Certificate
of Conversion is recorded at the County Recorder's Office.

Conversion from a federally chartered credit union or from a credit union
chartered by another state to a State of Illinois chartered credit union shall be
authorized subject to the following requirements:

1) complying with all requirements of the Federal Credit Union Act or the
applicable Act of the state under which it is organized;

2) filing with the Director ef FinaneiaHnstitutions-evidence of that
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compliance which shall include a copy of the most recent examination by
the regulatory agency, correspondence on exceptions noted, and a
statement that the credit union is not subject to any formal supervisory
restraint or proceeding which would be circumvented by the conversion;

3) filing with the Director-ef EinanetalHnstitutions, Articles of Incorporation
and By-laws as required by Section 2 of the Illinois Credit Union Act

4) The Director may require that an examination of the credit union be
conducted by the to verify the financial and
operating condition of the credit union. He or she shall base his_or her
decision on the recency of the last examination, the nature of the
exceptions noted, and the scope of the examination. A fee may be
assessed for such examination not to exceed the limits as set forth either in
Section 12 of the Illinois Credit Union Act

or 190.50 as appropriate.

5) Upon receipt of the above, the Director shall determine if all requirements
for conversion of the credit union have been met, and if affirmative, the
Director shall issue a Certificate of Approval which must be filed as
provided under Section 2(4) of the Illinois Credit Union Act

. The effective date of the conversion will be
the date, after the Certificate of Approval is recorded, that it ceases to be a
federal credit union or a credit union chartered by another state.

6) The converted credit union shall be vested with all of the assets and is
responsible for all of the obligations of its predecessor.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
SUBPART B: HIGH RISK HOME LOANS
Section 190.500 Definitions

"Approved Credit Counselor" means a credit counselor as approved by the
Director of the - e e

"Good faith" means honesty in fact in the conduct of the transaction.
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"Home equity loan" means any loan secured by the borrower's primary residence
where the proceeds are not used as purchase money for the residence.

"Points and fees" means:

all items required to be disclosed as points and fees under 12 CFR 226.32
(2000, no subsequent amendments or editions included);

the premium of any single premium credit life, credit disability, credit
unemployment, or any other life or health insurance that is financed
directly or indirectly into the loan;

all compensation paid directly or indirectly to a mortgage broker,
including a broker that originates a loan in its own name in a table funded
transaction, not otherwise included in 12 CFR 226.4.

"Subject loan" is the term used to describe any loan to which this Subpart applies
pursuant to Section 190.505.

"Total loan amount" is the same as the term used in 12 CFR 226.32, and shall be
calculated in accordance with the Federal Reserve Board's Official Staff
Commentary to that regulation.

(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
Section 190.565 Counseling Prior to Perfecting Foreclosure

a) In the event that a subject loan becomes delinquent by more than 30 days, the
lender shall send a notice advising the borrower of the availability of consumer
credit counseling.

b) The notice required under subsection (a) shall, at a minimum, include the
following language notice:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU MAY
BE EXPERIENCING FINANCIAL DIFFICULTY. IT MAY BE IN YOUR
BEST INTEREST TO SEEK APPROVED CONSUMER CREDIT
COUNSELING. A LIST OF APPROVED CREDIT COUNSELORS MAY BE
OBTAINED FROM THE DIVISIONDEPARTMENT OF FINANCIAL
INSTITUTIONS AT 1-888-298-8089."
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C) If, within 15 days after mailing the notice provided for under subsection (b), a

lender or its agent is notified in writing by an approved consumer credit counselor
that the borrower is seeking approved consumer credit counseling, then the lender
and its agent shall not institute legal action under Part 15 of Article XV of the
Code of Civil Procedure for 30 days from the date of that notice. Only one such
30-day period of forbearance is allowed under this Section per subject loan.

d) If within the 30-day period provided under subsection (c) the lender or its agent,
the approved consumer credit counselor, and the borrower agree to a debt
management plan, then the lender and its agent shall not institute legal action
under Part 15 of Article XV of the Code of Civil Procedure for so long as the debt
management plan is complied with by the borrower.

1) The agreed debt management plan must be in writing and signed by the
lender or its agent, the approved consumer credit counselor, and the
borrower. The lender or its agent, the approved consumer credit
counselor, and the borrower may modify the debt management plan.

2) Upon written notice to the lender or its agent, the borrower may change
approved consumer credit counselors.

e) If the borrower fails to comply with the agreed debt management plan, then
nothing in this Subpart shall be construed to impair the legal right of the lender or
its agent to enforce contracts or mortgage agreements.

f) This Section applies only to subject loans as defined by Section 190.500.
(Source: Amended at 30 I11. Reg. 18919, effective December 4, 2006)
Section 190.580 Third Party Review

In the case of each subject loan, upon approval of the loan application, the lender shall advise the
borrower in writing of the opportunity to seek independent review of the loan terms in order to
determine affordability of the loan. When and if the General Assembly appropriates adequate

| funding to the of Financial Institutions specifically for this program:

a) Every borrower who chooses to participate in the independent review provided in
this Subpart shall submit information requested on the worksheets outlined in
Appendix A and B.
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b) The Division Department-shall provide the borrower with a review of the
worksheets and inform the borrower of the amount the borrower has available for
a monthly mortgage payment based upon the borrower's budget. The Division
Department shall also provide a projection of the payments required under the
terms of the loan based upon a review of loan information pertaining to balloon
payments, adjustable interest rates and other items disclosed by the loan
documents affecting the amount of payment.

C) The borrower shall receive a copy of the completed forms and shall sign the forms
acknowledging receipt. A copy of the written and signed forms shall be
submitted to the lender prior to the closing of the loan and shall become a part of
the permanent file for the loan.

If, based upon the review, the borrower determines that the loan is not in his or her best
economic interest, the reviewer shall so note this in the completed forms sent to the lender. This
determination shall enable the borrower to withdraw from the contemplated loan with no
financial penalty.

(Source: Amended at 30 I1l. Reg. 18919, effective December 4, 2006)

SUBPART C: PAYDAY LOANS

Section 190.600 Definitions

"Payday Loan" or "loan" means a loan with a finance charge exceeding an annual
percentage rate of 36% and with a term that does not exceed 120 days, including
any transaction conducted via any medium whatsoever, including, but not limited
to, paper, facsimile, Internet or telephone, in which:

A lender accepts one or more checks dated on the date written and agrees
to hold them for a period of days before deposit or presentment, or accepts
one or more checks dated subsequent to the date written and agrees to hold
them for deposit; or

A lender accepts one or more authorizations to debit a consumer's bank
account: or

A lender accepts an interest in a consumer's wages. including. but not
limited to, a wage assignment.
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"PLRA" means the Payday Loan Reform Act [815 ILCS 122]. Credit Unions are
expressly exempt from the provisions of the PLRA.

(Source: Added at 30 I1l. Reg. 18919, effective December 4, 2006)

Section 190.601 Purpose and Scope

This Subpart applies to credit unions as defined in Section 190.2.

(Source: Added at 30 I1l. Reg. 18919, effective December 4, 2006)

Section 190.605 Applicability of Rule

This Subpart shall apply only to Payday Loans made by a credit union. Products and services
offered by a credit union that are not offered by lenders governed by the PLRA shall not be
subject to this Part.

(Source: Added at 30 I1l. Reg. 18919, effective December 4, 2006)

Section 190.610 Issuance of Payday Loans by Credit Unions

a) A credit union making a payday loan shall satisfactorily address all safety and
soundness considerations identified by the Division in its examination and
supervision of the credit union. Safety and soundness considerations include,
without limitation:

§8) Risk-management practices for payday loan activities, particularly with
regard to concentrations of payday loans;

2) Capital adequacy, depending on the level and volatility of risk:

3) Allowance for loan losses to ensure the allowance is adequate to absorb
estimated credit losses within the payday loan portfolio;

4) Classification of payday loans, given the unsecured nature of the credit
and weakness of repayment capacity inherent in payday loans; and

5) The establishment and maintenance of extension, deferral, renewal and
rewrite standards consistent with the PLRA.




ILLINOIS REGISTER 18984

06
DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS
b) In the event the Division determines the credit union's management of safety and

soundness risks relating to its payday loan portfolio is deficient, the Division may
initiate informal or formal corrective enforcement action, pursuant to the
applicable administrative enforcement provisions set forth in the Illinois Credit
Union Act and this Part.

(Source: Added at 30 I1l. Reg. 18919, effective December 4, 2006)
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Heading of the Part: Banks Engaging in Payday Lending

Code Citation: 38 I1l. Adm. Code 365

Section Numbers: Adopted Action:

365.10 New Section
365.20 New Section
365.30 New Section
365.40 New Section

Statutory Authority: Payday Loan Reform Act [815 ILCS 122] and Illinois Credit Union
Act [205 ILCS 305]

Effective Date of Rules: December 4, 2006

Does this rulemaking contain an automatic repeal date? No

Do these rules contain incorporations by reference? No

A copy of the adopted rules, including any material incorporated by reference, is on file
in the agency's principal office and is available for public inspection.

Date Notice of Proposal Published in Illinois Register: June 23, 2006, at 30 I1l. Reg.
10689

Has JCAR issued a Statement of Objection to these rules? No

Differences between proposal and final version: None

Have all the changes agreed upon by the agency and JCAR been made as indicated in the
agreement letter issued by JCAR? Yes

Will these rules replace any emergency rules currently in effect? No

Are there any amendments pending on this Part? No

Summary and Purpose of Rules: The Payday Loan Reform Act requires the Department
to promulgate regulatory standards that address a number of business practices
concerning payday loans.
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16)  Information and questions regarding this adopted Part shall be directed to:

Barb Smith

Rules Coordinator

Department of Financial and Professional Regulation
Division of Professional Regulation

320 West Washington Street, 3" Floor

Springfield IL 62786

217/785-0813
Fax: 217/557-4451

The full text of the Adopted Rules begins on the next page:
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TITLE 38: FINANCIAL INSTITUTIONS
CHAPTER II: DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

PART 365
BANKS ENGAGING IN PAYDAY LENDING
Section
365.10 Purpose and Scope
365.20 Definitions
365.30 Applicability of Rule
365.40 Issuance of Payday Loans by Banks

AUTHORITY: Implementing and authorized by Section 48 of the Illinois Banking Act [205
ILCS 5/48].

SOURCE: Adopted at 30 Ill. Reg. 18985, effective December 4, 2006.
Section 365.10 Purpose and Scope

This Part applies to all banks chartered under provisions of the Illinois Banking Act [205 ILCS
5].

Section 365.20 Definitions

"Bank" means a state-chartered bank chartered under the provisions of the Illinois
Banking Act [205 ILCS 5].

"Department" means the Illinois Department of Financial and Professional
Regulation.

"Division" means the Illinois Department of Financial and Professional
Regulation-Division of Banking.

"Payday Loan" or "loan" means a loan with a finance charge exceeding an annual
percentage rate of 36% and with a term that does not exceed 120 days, including
any transaction conducted via any medium whatsoever, including, but not limited
to, paper, facsimile, Internet, or telephone, in which:

A lender accepts one or more checks dated on the date written and agrees
to hold them for a period of days before deposit or presentment, or accepts
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one or more checks dated subsequent to the date written and agrees to hold
them for deposit; or

A lender accepts one or more authorizations to debit a consumer's account;
or

A lender accepts an interest in a consumer's wages, including, but not
limited to, a wage assignment.

"PLRA" means the Payday Loan Reform Act [815 ILCS 122]. Banks are
expressly exempt from the provisions of the PLRA.

Section 365.30 Applicability of Rule

This Part shall apply only to payday loans made by a bank. Products and services offered by a
bank that are not offered by lenders governed by the PLRA shall not be subject to this Part.

Section 365.40 Issuance of Payday Loans by Banks
a) A bank making a payday loan shall satisfactorily address all safety and soundness
considerations identified by the Division in its examination and supervision of the

bank. Safety and soundness considerations include, without limitation:

1) Risk-management practices for payday loan activities, particularly with
regard to concentrations of payday loans;

2) Capital adequacy, depending on the level and volatility of risk;

3) Allowance for loan losses to ensure the allowance is adequate to absorb
estimated credit losses within the payday loan portfolio;

4) Classification of payday loans, given the unsecured nature of the credit
and weakness of repayment capacity inherent in payday loans; and

5) The establishment and maintenance of extension, deferral, renewal and
rewrite standards consistent with the PLRA.

b) In the event the Division determines the bank's management of safety and
soundness risks relating to its payday loan portfolio is deficient, the Division
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may initiate corrective enforcement action, as authorized under Section 48 of the
[llinois Banking Act.
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Heading of the Part: Illinois Savings and Loan Act of 1985

Code Citation: 38 I1l. Adm. Code 1000

Section Numbers:

1000.110
1000.120
1000.130
1000.141
1000.142
1000.150
1000.160
1000.220
1000.410
1000.510
1000.620
1000.630
1000.810
1000.910
1000.1010
1000.1020
1000.1040
1000.1050
1000.1080
1000.1090
1000.1110
1000.1120
1000.1130
1000.1150
1000.1160
1000.1170
1000.1180
1000.1200
1000.1220
1000.1310
1000.1320
1000.1480
1000.1510
1000.1520
1000.1530

Adopted Action:
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
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1000.1540
1000.1550
1000.1570
1000.1590
1000.1610
1000.1620
1000.1630
1000.1640
1000.1650
1000.1670
1000.1710
1000.1730
1000.1740
1000.1750
1000.1760
1000.1770
1000.1780
1000.1790
1000.1800
1000.1985
1000.2005
1000.2010
1000.2020
1000.2040
1000.2050
1000.2055
1000.2105
1000.2110
1000.2200
1000.2300
1000.2310
1000.2320
1000.2400
1000.2410
1000.2420
1000.2500
1000.2510
1000.2520
1000.2530
1000.2540

NOTICE OF ADOPTED AMENDMENTS

Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
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1000.3000 Amendment
1000.3150 Amendment
1000.3550 Amendment
1000.3600 Amendment
1000.3650 Amendment
1000.3700 Amendment
1000.3750 Amendment
1000.4010 Amendment
1000.4020 Amendment
1000.4030 Amendment
1000.4040 Amendment
1000.4050 Amendment
1000.4060 Amendment
1000.4070 Amendment
1000.4080 Amendment
1000.5000 New Section
1000.5010 New Section
1000.5020 New Section
1000.5030 New Section
4) Statutory Authority: Payday Loan Reform Act [815 ILCS 122] and Illinois Credit Union
Act [205 ILCS 305]
5) Effective Date of Amendments: December 1, 2006
6) Does this rulemaking contain an automatic repeal date? No
7) Do these amendments contain incorporations by reference? No
8) A copy of the adopted amendments, including any material incorporated by reference, is on
file in the agency's principal office and is available for public inspection.
9) Date Notice of Proposal Published in Illinois Register: June 23, 2006; 30 Ill. Reg. 10694
10)  Has JCAR issued a Statement of Objection to these amendments? No
11)  Differences between proposal and final version: None
12)  Have all the changes agreed upon by the agency and JCAR been made as indicated in the

agreement letter issued by JCAR? Yes
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13)  Will these amendments replace any emergency amendments currently in effect? No

14)  Are there any amendments pending on this Part? No

15)  Summary and Purpose of Amendments: The Payday Loan Reform Act requires the
Department to promulgate regulatory standards that address a number of business practices
concerning payday loans. This rulemaking makes numerous non-substantive changes,
including changing references throughout the entire Part from "Department" to "Division"
to reflect the consolidation of agencies into the Department of Financial and Professional
Regulation and the creation of the Division of Professional Regulation.

16)  Information and questions regarding this adopted rulemaking shall be directed to:

Barb Smith

Rules Coordinator

Department of Financial and Professional Regulation
320 West Washington Street, 3 Floor

Springfield, [llinois 62786

217/785-0813
Fax: 217/557-4451

The full text of the Adopted Amendments begins on the next page:
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TITLE 38: FINANCIAL INSTITUTIONS

CHAPTER II: DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
OFHCE OF BANKS AND REALESTATE

PART 1000
ILLINOIS SAVINGS AND LOAN ACT OF 1985

SUBPART A: FEES

Section

1000.110 Filings

1000.120 Conditions

1000.130 Examination Fees

1000.140 Annual Supervisory Fees (Repealed)
1000.141 Supervisory Fees

1000.142 Adjusted Supervisory Fees

1000.143 Special Assessment (Emergency Expired)
1000.150 Manner of Payment

1000.151 Special Credit (Repealed)

1000.160 Withdrawal of Applications or Other Filings

SUBPART B: DEFINITIONS

Section

1000.205 Introduction

1000.210 Association

1000.220 Director of BankingCemmissioner
1000.230 Single Family Dwelling
1000.240 Unsafe

1000.250 Mobile Home

1000.260 Mobile Home Chattel Paper
1000.270 Person

1000.280 Proposed Borrower
1000.290 Redlining

SUBPART C: REPORTS

Section
1000.310 Contracts (Repealed)
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SUBPART D: OPERATIONS
Section
1000.410 Permanent Reserve Shares
1000.420 Dividend Advertising
1000.430 Maintenance of Records
1000.440 Business Plan
SUBPART E: APPRAISALS

Section
1000.510 Appraisals

SUBPART F: INVESTMENTS

Section
1000.610 Prudent Person Rule
1000.615 Investment Underwriting Practices

1000.620 Discrimination and Redlining Prohibited
1000.630 Loans Secured by Real Estate

1000.640 Construction Loans

1000.650 College Loans (Repealed)

1000.660 Mobile Home Financing

1000.665 Other Loans

1000.670 Collateral Loans (Repealed)

1000.675 Investment Parity (Repealed)

1000.680 Unsecured Loans (Repealed)

1000.690 Sale of Loans and Participations (Repealed)
1000.700 Insider Loan Rates (Repealed)

1000.710 Reverse Mortgage Loans

1000.720 Repurchase Agreements

SUBPART G: BONUS PLANS

Section
1000.810 Bonus Plans

SUBPART H: NOTICE TO DIRECTORCOMMISSIONER

Section
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1000.910

Section

1000.1010
1000.1020
1000.1030
1000.1040
1000.1050
1000.1060
1000.1070
1000.1080
1000.1090

Section

1000.1110
1000.1120
1000.1130
1000.1140
1000.1150
1000.1160
1000.1170
1000.1180

1000.1190
1000.1200
1000.1210
1000.1220

Section

1000.1310
1000.1320
1000.1330
1000.1340

NOTICE OF ADOPTED AMENDMENTS
Corrective Action

SUBPART I: SERVICE CORPORATIONS

Requirements

Approval by the DirectorCemsaissioner

Lending Limitations

Investments by Service Corporations

Ownership of Capital Stock of Service Corporation
Prohibited Transactions

Disclosure to Service Corporation

Reporting Requirements

Audit Requirements

SUBPART J: RELOCATIONS AND BRANCHING

General

Application

Request for Preliminary Determination

Amendment of Application (Repealed)

Public Notice and Inspection

Protest

Oral Argument

Application for and Maintenance of Branch Office after Conversion,
Consolidation, Purchase of Assets or Merger

Redesignation of Offices

Termination of Operation and/or Closing of a Branch Office
Agency Offices

Remote Drive-In and/or Remote Pedestrian Facilities

SUBPART K: CAPITAL NOTES AND DEBENTURES

Approval

Conversion to Stock

Priority of Claim

Effect on Reserve Requirements
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Section

1000.1410
1000.1420
1000.1430
1000.1440
1000.1450
1000.1460
1000.1470
1000.1480

Section

1000.1510
1000.1520
1000.1530
1000.1540
1000.1550
1000.1560
1000.1570
1000.1580
1000.1590
1000.1600
1000.1610
1000.1620
1000.1630
1000.1640
1000.1650
1000.1660
1000.1670
1000.1680
1000.1690
1000.1700
1000.1710
1000.1720
1000.1730
1000.1740
1000.1750

NOTICE OF ADOPTED AMENDMENTS

SUBPART L: THIRD-PARTY PAYMENT ACCOUNTS

General

Depositors

Rate of Interest

Overdraft Privilege

Charges and Fees
Disclosure

Membership

Approval and Authorization

SUBPART M: ADMINISTRATIVE HEARING PROCEDURES

Applicability

Definitions

Filing

Form of Documents

Computation of Time

Appearances

Notice of Hearing

Service of the Notice of Hearing

Motion and Answer

Consolidation and Severance of Matters — Additional Parties
Intervention

Postponement or Continuance of Hearing
Authority of Hearing Officer

Bias or Disqualification of Hearing Officer
Prehearing Conferences

Discovery

Subpoenas

Conduct of the Hearing

Default

Evidence

Official Notice

Hostile Witnesses

Transcription of Proceedings

Briefs

Hearing Officer's Findings, Opinions and Recommendations
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1000.1760
1000.1770
1000.1780
1000.1790

Section

1000.1800
1000.1810
1000.1905
1000.1910
1000.1915
1000.1920
1000.1925
1000.1930
1000.1935
1000.1940
1000.1945
1000.1950
1000.1955
1000.1970
1000.1972
1000.1975
1000.1980
1000.1982
1000.1985
1000.1990
1000.1993
1000.1997
1000.2005
1000.2010
1000.2020
1000.2030
1000.2040
1000.2050
1000.2055
1000.2060
1000.2070
1000.2105
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Order of the DirectorCemmaissioner

Rehearings

Existing Statutory or DivisionAgerey Procedures and Practices
Costs of Hearing

SUBPART N: SAVINGS AND LOAN HOLDING COMPANIES

Applicability

Plain Meaning/Strict Interpretation
Affiliate

Assets

Books of Record

Capital Stock

Charter

Control

Eligible Account Holder

Eligibility Record Date

Employee

Equity Security

Insured Institution

Member

Net Worth

Officer

Person

Qualifying Deposit

Sale

Security

Source Documents

Subsidiary

Liquidation Account and Proxies
Mutual Holding Company Ceasing to be a Depository Institution
Directors of a Mutual Holding Company
Stock Sales

Stock of a Subsidiary of a Mutual Holding Company
Stock Subsidiary Formation

Net Worth Maintenance Agreement
Members' Rights

Investment

Notice Requirement/Corrective Action
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1000.2110
1000.2120
1000.2200
1000.2300
1000.2310
1000.2320
1000.2330
1000.2340
1000.2400
1000.2410
1000.2420
1000.2500
1000.2510
1000.2520
1000.2530
1000.2540
1000.2550

Section
1000.2700
1000.2710

Section

1000.3000
1000.3100
1000.3150
1000.3200
1000.3225
1000.3250
1000.3300
1000.3325
1000.3350
1000.3400
1000.3450
1000.3500
1000.3550

NOTICE OF ADOPTED AMENDMENTS

Insider Abuses

Penalty (Emergency Expired)

Determination of the Qualification and Condition of an Out-of-State Acquisition
Disposal of a Subsidiary

Dividends

Officers and Directors List

Access to Books and Records

Reports (Emergency Expired)

Annual Audit Requirements

Maintenance of Records

Notice of Appointment of CPA

Savings and Loan Holding Company Filing Fees

Savings and Loan Holding Company Supervisory Fees
Examination Fees

Conditions

Manner of Payment

Transformation from Deposit to Non-Deposit (Emergency Expired)

SUBPART O: SAVINGS AND LOAN ADVISORY BOARD

Purpose (Repealed)
Composition, Appointment (Repealed)

SUBPART P: HIGH RISK HOME LOANS

Definitions

Ability to Repay

Verification of Ability to Pay Loan
Fraudulent or Deceptive Practices
Prepayment Penalty

Pre-paid Insurance Products and Warranties
Refinancing Prohibited in Certain Cases
Balloon Payments

Financing of Certain Points and Fees
Payments to Contractors

Negative Amortization

Negative Equity

Counseling Prior to Perfecting Foreclosure Proceedings
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1000.3600
1000.3650
1000.3700
1000.3750
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Mortgage Awareness Program

Report of Default and Foreclosure Rates on Conventional Loans
Director'sCemmissioner's Review and Analysis

Third Party Review of High Risk Home Loans

SUBPART Q: DISCLOSURE OF CONFIDENTIAL SUPERVISORY INFORMATION

Section
1000.4010 Definitions
1000.4020  Purpose and Scope
1000.4030  Requests for Confidential Supervisory Information
1000.4040  Where to Submit a Request
1000.4050  Consideration of Requests
1000.4060  Disclosure of Confidential Supervisory Information
1000.4070  Retrieval and Destruction of Previously Disclosed Confidential Supervisory
Information Used in Litigation
1000.4080  Fees for Services
SUBPART R: PAYDAY LOANS
1000.5000  Purpose and Scope
1000.5010  Definitions
1000.5020  Applicability of Subpart
1000.5030  Issuance of Payday Loans
1000.APPENDIX A Estimated Monthly Income and Expenses Worksheet
1000.APPENDIX B Mortgage Ratio Worksheet

AUTHORITY: Implementing and authorized by Section 7-3 of the Illinois Savings and Loan

Act of 1985 [205 ILCS 105/7-3] and Section 5-35 of the Illinois Administrative Procedure Act [5

ILCS 100/5-35].

SOURCE: Filed and effective January 18, 1974; amended at 2 Ill. Reg. 44, p. 179, effective
October 30, 1978; emergency amendment at 2 Ill. Reg. 45, p. 169, effective November 1, 1978,
for a maximum of 150 days; amended at 3 1. Reg. 5, p. 883, effective January 29, 1979;

amended at 3 I1l. Reg. 11, p. 163, effective March 12, 1979; amended at 3 I1l. Reg. 19, p. 22,

effective May 12, 1979; emergency amendment at 3 Ill. Reg. 39, p. 230, effective September 17,

1979, for a maximum of 150 days; emergency amendment at 4 I1l. Reg. 8, p. 207, effective

February 14, 1980, for a maximum of 150 days; amended at 4 Ill. Reg. 30, p. 1241, effective July

14, 1980; emergency amendment at 5 Ill. Reg. 2524, effective February 19, 1981, for a

19000
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maximum of 150 days; amended at 5 Ill. Reg. 7124, effective June 24, 1981; amended at 5 Ill.
Reg. 7125, effective June 24, 1981; amended at 5 I1l. Reg. 11377, effective October 14, 1981;
amended at 6 I1l. Reg. 3175, effective March 4, 1982; amended at 6 I1l. Reg. 4218, effective
April 6, 1982; amended at 6 I1l. Reg. 4219, effective April 6, 1982; amended at 6 I1l. Reg. 4227,
effective April 6, 1982; amended at 6 I1l. Reg. 7141, effective June 1, 1982; amended at 7 Ill.
Reg. 1993, effective January 28, 1983; codified at 7 I1l. Reg. 13669; amended at 8 I1l. Reg. 8630,
effective June 1, 1984; amended at 8 I1l. Reg. 15066, effective August 7, 1984; emergency
amendment at 9 I1l. Reg. 17437, effective October 24, 1985, for a maximum of 150 days;
emergency amendment at 10 I1l. Reg. 4946, effective March 11, 1986, for a maximum of 150
days; amended at 10 Ill. Reg. 14290, effective August 20, 1986; amended at 10 Ill. Reg. 19781,
effective November 6, 1986; amended at 11 Ill. Reg. 20648, effective December 2, 1987;
emergency amended at 11 Ill. Reg. 20672, effective December 3, 1987, for a maximum of 150
days; emergency amendments at 12 Ill. Reg. 8106, effective April 20, 1988, for a maximum of
150 days; amended at 12 Ill. Reg. 15165, effective September 13, 1988; amended at 13 Ill. Reg.
8927, effective May 26, 1989; amended at 16 Ill. Reg. 4881, effective March 17, 1992;
transferred from Chapter III, 38 I1l. Adm. Code 400 March 17, 1992; transferred from Chapter
111, 38 I1l. Adm. Code 400 (Commissioner of Savings and Loan Associations) to Chapter VIII,
38 Ill. Adm. Code 1000 (Commissioner of Savings and Residential Finance) pursuant to Savings
Bank Act [205 ILCS 1003] at 17 Ill. Reg. 4464; recodified from Chapter I1I, Commissioner of
Savings and Residential Finance, to Chapter VIII, Office of Banks and Real Estate, pursuant to
PA 89-508, at 20 I1l. Reg. 12645; amended at 22 Ill. Reg. 6707, effective March 30, 1998;
amended at 24 IlI. Reg. 53, effective January 1, 2000; emergency amendment at 24 I1l. Reg.
19312, effective December 15, 2000, for a maximum of 150 days; emergency repealed at 25 I11.
Reg. 3694, effective January 30, 2001, in response to an objection of the Joint Committee on
Administrative Rules at 25 Ill. Reg. 1856; amended at 25 I11. Reg. 6152, effective May 17, 2001;
amended at 26 I1l. Reg. 13471, effective September 13, 2002; emergency amendment at 27 Ill.
Reg. 16029, effective September 29, 2003, for a maximum of 150 days; emergency amendments
suspended at 27 Ill. Reg. 18484, effective November 18, 2003; emergency suspension withdrawn
at 28 Ill. Reg. 408, effective December 16, 2003; emergency repealed at 28 I1l. Reg. 414,
effective December 16, 2003, in response to the objection and suspension of the Joint Committee
on Administrative Rules; amended at 28 I1l. Reg. 783, effective December 29, 2003; amended at
28 I1l. Reg. 7270, effective May 7, 2004; amended at 30 I1l. Reg. 18990, effective December 1,
2006.

| SUBPART A: FEES
Section 1000.110 Filings

Filings pertaining to matters named hereafter shall be subject to the indicated fee pursuant to the
| Illinois Savings and Loan Act of 1985 (Act) [205 ILCS 105]. TheSueh fee or fees shall be paid
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at the Commuissioner’s-office of the Director of the Department of Financial and Professional

Regulation-Division of Banking (Division) at the time of filing. Payment shall be by check,

draft or money order made payable to the Department of Financial and Professional Regulation

Office-of Banks-and Real Estate-(Department).

a)

b)

d)

Permit to Organize
(Article 2 OF the ACt) cuvieeeceeieieceieeeee e $ 1,000.00
Conversion to Federal Charter

(Article 6, Section 6-12 of the ACt) ...cccvvveeiiieeiieeieeeeeeee e, $ One time the
last total annual Supervisory Fee calculated and assessed against the Association
as set forth in Section 1000.141(a) and (b) of this Part.

Merger

(Article 6, Section 6-5 0f the ACt) ...c.ocoveevieviieiicieeeeeeeeeee e $ 1,000.00
Bulk Sale of Assets

(Article 6, Section 6-11 of the ACt) ....occvveviieciieiieiieeeee e $ 1,000.00

Amendment to Articles of Incorporation providing for the issuance of Permanent
Reserve Shares

(Article 4, Section 4-4 of the Act)

(Section 1000.410 of this Part) ........ccceoceeriieniiniieieeeeeeeee e $ 1,000.00
Appeals to the Board of Savings Institutions

(Article 7, Section 7-23 of the Act)

(Article 7, Section 7-24 of the Act)

(Article 7, Section 7-26 0f the ACt) ....cceveevieeieeieieieeeeee e $ 500.00

Each additional party to an appeal to the Board of Savings Institutions shall pay
the sum of $100.00, and shall bear its pro rata share of all expenses incurred in



ILLINOIS REGISTER 19003

g)

h)

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

NOTICE OF ADOPTED AMENDMENTS
said appeal except as otherwise provided in the Act
Hearing or Oral Argument — each applicant requesting a hearing or oral argument
and/or each objector requesting a hearing or oral argument and/or each adversary
participating in a hearing or oral argument
(Article 7, Section 7-27 of the Act)
(Section 1000.1170 of this Part)
(Section 1000.1510 of this Part) ........cccceeveeviiiiniiniiiiieneeeeeeeens $ 500.00
Each applicant requesting a hearing or oral argument and/or each objector
requesting a hearing or oral argument and/or each adversary participating in a
hearing or oral argument shall bear its pro rata share of all expenses incurred in
said proceedings.
Application for Subsidiary Acquisition Fee

(Article 1A-5 0F the ACt) .oooiieieieeiieieeeeeee e $ 250.00

Photocopies and duplication Fees

1) Photocopies (PEr PAZE)....cccvererveeeriieeieeeieeeiree e e $ 25
2) Savings and Loan Act (bound edition) ...........cccceeveerirenennne. $ 25.00
3)  Rules (bound edition)..........ccovevvevvivriirieieieieieieeee e $ 25.00
4)  Annual Report (additional COPY) ....ceevvrevieniiiiieiiieieeeenee $ 25.00
5)  Mailing LabelS ......ccocoveieiiiiiiiiciecceeeeeeeeee e $ 35.00

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.120 Conditions

a)

b)

No submission subject to a fee shall be considered complete without the stipulated
fee.

The fee shall be non-refundable regardless of the subsequent action with respect
to the submission.

The of the Division (Director) may waive the payment of
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the applicable fee otherwise required by Sections 1000.110 and 1000.120 when:

1)

2)

3)

4)

The determines that the respective Merger or Bulk
Sale of Assets or Conversion to Federal Charter avoids the need for the

to take custody of the respective association
pursuant to the provisions of Article 7, Section 7-11 of the Act; or

The establishment of a Branch Office is at the location of the home office
of the association which ceases to exist as the result of a Merger or Bulk
Sale of Assets which avoids the need for the to
take custody of the respective association pursuant to the provisions of
Article 7, Section 7-11 of the Act; or

The Termination of Operation and Closing of a Branch Office pertains to a
branch office of an association which ceases to exist as the result of a
Merger or Bulk Sale of Assets which avoids the need for the

to take custody of the respective association pursuant to the
provisions of Article 7, Section 7-11 of the Act and the closing of the
respective branch office is a condition stipulated in the plan of the
respective merger or bulk sale of assets.

The determines that the respective conversion to
federal charter avoids the need for the to take
custody of the respective association pursuant to the provisions of Section
7-8 of the Act.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.130 Examination Fees

a)

b)

Time expended in the conduct of any examination of the affairs of any association
or service corporation pursuant to the provisions of Section 7-5(a) of the Illinois
Savings and Loan Act of 1985 [205 ILCS 105/7-5(a)] or applicable service
corporation undertakings, respectively, shall be billed by the

at a rate of $70 per examiner hour. Such fee shall be billed within

45 days following completion of the respective examination.

When out-of-state travel occurs in the conduct of any examination, the association
or service corporation will be billed for expenses incurred in the performance of
duties. Billings for such expense shall not exceed amounts authorized pursuant to
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the travel regulations of the Department of Central Management
Services/Governor's Travel Control Board set forth at 80 I1l. Adm. Code 2800. In
the situation where examination procedures are performed at out-of-state
locations, the examination fee of $70 per hour plus travel, lodging and per diem
shall be assessed. Additionally, travel time shall be billed at the examination rate
of $70 per hour.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.141 Supervisory Fees

a)

The shall receive, and there shall be paid to the
by each association and each service corporation operating under

the provisions of the Illinois Savings and Loan Act of 1985, a fixed fee of $600,
plus a variable fee based on the total assets of each association and each service
corporation as shown on the financial report filed with the
for the reporting period of the prior calendar year ended December 31 according
to the following schedule:

33.01¢ per $1,000 of the first $2,000,000 of total assets,

29.71¢ per $1,000 of the next $3,000,000 of total assets,

26.41¢ per $1,000 of the next $5,000,000 of total assets,

23.11¢ per $1,000 of the next $15,000,000 of total assets,

19.81¢ per $1,000 of the next $25,000,000 of total assets,

16.51¢ per $1,000 of the next $50,000,000 of total assets,

14.15¢ per $1,000 of the next $400,000,000 of total assets,

9.9¢ per $1,000 of the next $500,000,000 of total assets, and

6.6¢ per $1,000 of all total assets in excess of $1,000,000,000 of such
association or service corporation.

In the situation where service corporations and/or finance subsidiaries are owned
by the Association, the owned assets may be consolidated with the assets of the
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Association for calculation of this fee. If the finance subsidiary is not active and
is in the form of a Collateralized Mortgage Obligation or a similar vehicle
(Mortgage Backed Securities, Real Estate Mortgage Income Certificates, and
other securitized debt instruments), the shall waive that
portion of the fee attributed to the finance subsidiary.

The shall receive and there shall be paid to the

by each association a fee of $600 for each approved
branch office or facility office established under the provisions of Subpart J of
this Part. The determination of such fees shall be made annually as of the close of
business of the prior calendar year ended December 31.

One fourth of the sum of the supervisory fee so determined shall be remitted as
billed by the . Such fees shall be for the respective current
year. Fees payable for the third and fourth calendar quarters of 2003 shall be
recalculated using total assets as of December 31, 2002, and the amended fees
provided in subsections (a) and (b) of this Section. One fourth of the sum of the
supervisory fee determined based on the amended fee schedule shall be remitted
as billed for the third and fourth calendar quarters of 2003.

Subject to the requirements of subsection (c¢) of this Section, for the third and
fourth quarters of 2003, supervisory fees shall be determined by the

following the close of the respective calendar year; however, the
dates of billings shall not prejudice the validity of an invoice for any such fees
billed at a later date.

In the event the state charter is converted or otherwise surrendered during the
course of the year, the shall determine the supervisory fee
based on the total assets of the Association as of the month-end immediately
preceding the cancellation of the state charter, except that the measurement date

may be another date at the discretion of the in the event
an Association elects to liquidate. In determining whether to set another
measurement date, the shall consider the following

elements: whether the association is undergoing a planned liquidation (where an
association elects to not continue operations), or, the association has transferred
significant assets (more than %2 of 1% of the total assets at the previous
measurement date).

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
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Section 1000.142 Adjusted Supervisory Fees

a)

The shall receive and there shall be paid to the

an additional fee as an adjustment to the supervisory fee
specified in Section 1000.141 of this Subpart, to be based upon the difference
between the total assets of each association and each service corporation as shown
by its financial report filed with the for the reporting
period of the calendar year ended December 31 on which the supervisory fee was
based, and the total assets of each association and each service corporation as
shown by its financial report filed with the for the
reporting period of the calendar year ended December 31 in which the quarterly
payments referred to in Section 1000.141 of this Subpart are made according to
the following schedule:

33.01¢ per $1,000 of the first $2,000,000 of total assets,
29.71¢ per $1,000 of the next $3,000,000 of total assets,
26.41¢ per $1,000 of the next $5,000,000 of total assets,
23.11¢ per $1,000 of the next $15,000,000 of total assets,
19.81¢ per $1,000 of the next $25,000,000 of total assets,
16.51¢ per $1,000 of the next $50,000,000 of total assets,
14.15¢ per $1,000 of the next $400,000,000 of total assets,
9.9¢ per $1,000 of the next $500,000,000 of total assets, and

6.6¢ per $1,000 of all total assets in excess of $1,000,000,000 of such
association or service corporation.

In the situation where service corporations and/or finance subsidiaries are owned
by the Association, the owned assets may be consolidated with the assets of the
Association for calculation of this fee. If the finance subsidiary is not active and
is in the form of a Collateralized Mortgage Obligation or a similar vehicle, the

shall waive that portion of the fee attributed to the finance
subsidiary.
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b) Adjusted supervisory fees shall be remitted as billed by the
| . In the event the total assets of each association and each
service corporation as reported on the earlier financial report are more than the
| total assets as reported on the later annual report the shall
credit the next quarterly remittance of the supervisory fee in the same proportion.

C) In the event the state charter is converted or otherwise surrendered during the
| course of the year, the shall determine the supervisory fee
based on the total assets of the Association as of the month-end immediately
preceding the cancellation of the state charter, except that the measurement date

| may be another date at the discretion of the in the event an
Association elects to liquidate. In determining whether to set another
| measurement date, the shall consider the following

elements: whether the association is undergoing a planned liquidation (where an
association elects to not continue operations), or, the association has transferred
significant assets (more than 72 of 1% of the total assets at the previous
measurement date).

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.150 Manner of Payment

| Each invoice for a fee billed by the pursuant to Sections 1000.130,
1000.141 and 440.142 of this Subpart shall be due and payable upon receipt of same by the
association or service corporation. Payment shall be by check, draft or money order made
payable to the Department of Financial and Professional Regulation- of Banks and Real
Estate.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.160 Withdrawal of Applications or Other Filings

a) Unless otherwise specified in the Savings and Loan Act [205 ILCS 105] or this

Part, an application or other filing submitted under the Savings and Loan Act or
this Part shall be deemed withdrawn if the person making the filing fails to

| respond within 120 days after a request by the for
additional documents or information related to the filing. All withdrawn
applications or other filings shall be terminated and shall be ineffective. The

| may agree to extend the time in which the application or
other filing shall be deemed withdrawn unless the Savings and Loan Act or this
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Part requires otherwise.

Notwithstanding subsection (a) of this Section, applications or other filings
submitted on or before September 15, 2002 shall not be deemed withdrawn unless
the person making the filings fails to respond within 120 days after that date to a
request by the DirectorCemsissioner for additional documents or information
related to the filing.

Nothing in this Section requires the DirectorCommissioner to reissue requests for
additional documents or information made prior to September 15, 2002.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

SUBPART B: DEFINITIONS

| Section 1000.220 Director of BankingCommissioner

"DirectorC

"' shall mean the Director of Banking-Commissioner-of Banks-and-Real

Estate or some person authorized by the Director Cemmissioner-to act for the
DirectorCoemmissioner.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

SUBPART D: OPERATIONS

Section 1000.410 Permanent Reserve Shares

a)

An association proposing to adopt an amendment to its Articles of Incorporation
to provide for the issuance of permanent reserve shares pursuant to Section 4-4 of
the Hlinois-Savings-andLoan-Act e 1985-(Aet)-shall comply with the applicable
provisions of Sections 3-2, 4-3, and 6-2 of the Act. In addition, the following
shall be filed with the DirectorCommissioner,

1) One certified copy of the Board of Directors' resolution adopting the
proposed amendment to the Articles of Incorporation, which amendment
shall incorporate the Plan of Conversion from mutual to permanent reserve
status;

2) One copy of all forms, filings and amendments thereto necessary to
comply with applicable Federal Savings and Loan Insurance Corporation
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regulations (12 CFR 563b) and/or to gain the approval of the Federal
Home Loan Bank Board to effect the conversion; and

3) A copy of the Federal Home Loan Bank Board's written notice of

approval.
b) Upon receipt of all documents enumerated in (a) of this
Section, the shall issue a Certificate of Approval of

Amendment to the Articles of Incorporation.
(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
SUBPART E: APPRAISALS
Section 1000.510 Appraisals

a) An association shall not make a loan on the security of real estate nor purchase an
installment contract for the sale of real estate, unless such loan or contract
purchase is based upon an appraisal made for and at the direction of the
association. The association's board of directors shall designate either a qualified
fee appraiser or the association's appraisal committee to make such appraisal.
Loans guaranteed or insured wholly or in part by the United States or any of its
instrumentalities shall be appraised in a manner prescribed by the guarantor or the
insurer.

b) For every appraisal that is made, there shall be attached to such appraisal a copy
of a letter of direction from the association to the appraiser establishing general
specifications of data to be included in the appraisal and a letter of transmittal
directed to the association.

C) Every appraisal shall be prepared in a manner consistent with generally accepted
appraisal practices established by the American Institute of Real Estate Appraisers
or the Society of Real Estate Appraisers. The appraisal shall be kept on file at the
association. A copy of the appraisal shall be furnished to the

upon request.

d) Before relying upon an appraisal by a qualified fee appraiser, the association shall
require the appraiser to file with the association a completed form as prescribed
by the . Such form shall indicate the experience and
qualifications of the appraiser.
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e) An association shall not rely upon an appraisal made by a qualified fee appraiser,
unless the appraiser has had at least five(5 jyears of actual appraisal experience
and the association has complied with (d) of this Section.

f) Each examination of an association may include a review of each appraiser's
qualifications. Any adverse findings shall be made known to the association and
the appraiser. The may object to or request the
qualifications of any appraiser when:

1) the has verified independent data which raises a
question as to the veracity of the appraiser's stated qualifications; or

2) a review of the appraiser's workproduct indicates a pattern of disregard for
generally accepted appraisal practices either in form or substance.

g) No association shall knowingly utilize the services of an appraiser who has been

declared by the to be unqualified to make appraisals for an
Illinois-chartered savings and loan association.

h) The may order an appraisal of real estate when:

1) the association has relied upon an appraisal which is at variance with the
requirements of this Subpart; or

2) the association has failed to obtain an appraisal in accordance with this
Subpart.

1) Such appraisal shall be made by an appraiser selected by the association from
candidates furnished by the . The
will also furnish to the association the scope of the appraisal assignment
applicable to the property to be appraised. Such appraisal shall be made at the
expense of the association and paid when due.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
SUBPART F: INVESTMENTS

Section 1000.620 Discrimination and Redlining Prohibited
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a) It shall be considered discriminatory to refuse to grant loans or to vary the terms
of loans or the application procedures for loans because of:
1) in the case of the proposed borrower, said borrower's race, color, religion,
national origin, age, sex, or marital status; or
2) in the case of a mortgage loan, the geographic location of the proposed
security.
b) A presumption of discrimination shall be attached to any inquiry regarding a loan

authorized by the association's board of directors when
1) an association refuses to accept a written application; or

2) a loan application is rejected and not supported by adequate
documentation which includes information sufficient to permit an
informed non-interested party to reach the same conclusion as the lender
concerning the disposition of the application.

C) In cases of an association's non-compliance with this Section, the
, by written notice, shall require that all inquiries for loans

received from proposed borrowers be accepted in writing on application forms
that provide information sufficient to make an informed decision concerning the
final disposition of the respective loan application. Thereafter, the association
shall submit a copy of each rejected application to the with
a written statement setting forth the reason for rejecting the application, and a
copy of each document supporting the decision.

d) An association shall be required to comply with the
directive issued pursuant to (c) of this Section for a
minimum of six months. Should a presumption of discrimination exist at the
close of the six-month period, the respective association shall be required to
continue such reporting until such later date when the , by
examination, determines that discriminatory practices have ceased and the
association is so notified.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.630 Loans Secured by Real Estate
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An association may originate, invest in, sell, purchase, service, participate, or
otherwise deal in (including brokerage or warehousing) real estate loans or
interests in such loans.

In determining compliance with the maximum loan-to-value limitations specified
at (c) of this Section, an association shall add to the loan
amount the total of all other existing liens or other encumbrances on the security
property having priority over the association's lien (including the lien to be
established by the association but excluding liens that will be released as the
result of payments made from the proceeds of the new loan).

At the time of origination, a real estate secured loan granted under the provisions
of 205 ILCS 105/5-2 shall not exceed the maximum loan-to-value ratio fixed for a
like category by 12 CFR 545 as of February 29, 1984, and the Home Owners'
Loan Act of 1933 as amended.

The loan-to-value limitations specified at (c) of this
Section shall not apply to the following:

1) to loans guaranteed or insured wholly or in part by the United States or
any of its instrumentalities;

2) to loans or contracts made to finance the purchase of real estate owned
which has been acquired by the association through default on a prior
investment provided that the minutes of directors' meetings substantiate
that such sale is made in compliance with the following:

A) the board of directors approved the specific terms of the loan or
contract prior to the association's issuance of a letter of
commitment. If no letter of commitment is to be issued, such
approval shall be prior to the execution of a note, mortgage, or
contract for deed between the purchaser and the association; and

B) the board of directors resolution of approval of the respective sale
specifically indicates why the sale is in the best interest of the
association and that said approval is given after duly considering
the provisions of Section 1000.610 of this Subpart; and

O) the resolution identifies the specific documentation in their
possession and utilized in determining that the sale was in the best
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interest of the association; and

D) all documentation used in evidencing compliance with this
(d)(2) is retained as a part of the
records of the association for so long as the association has a direct
or indirect interest in the respective real estate.

3) loans or contracts having additional eligible collateral pledged in an
amount equal to that part of the loan or contract which is in excess of the
lending limitations specified at (c) of this Section.
Eligible collateral means

A) any investment permissible pursuant to 205 ILCS 105/1-6, 5-2, and
5-3;

B) any savings or time deposit in a commercial bank which deposit is
insured by the Federal Deposit Insurance Corporation and not

under control of any supervisory authority; or

@) the cash surrender value of a life insurance policy validly assigned
to the association.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
SUBPART G: BONUS PLANS
Section 1000.810 Bonus Plans

a) For the purpose of encouraging thrift and long term investment, bonus plans are
herewith established in accordance with the following:

b) Bonus plans may be issued when required, providing for a bonus premium to be
paid in accordance with the provisions of such plans, subject to the
approval of: the bylaw provision, the form of Member's Bonus
Agreement, an appropriate certificate and the terms of each plan.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

SUBPART H: NOTICE TO DIRECTORCOMMISSIONER
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Section 1000.910 Corrective Action

An association shall take no corrective action relative to the affairs of the association at the
request or direction of any governmental agency except Banks and Real Estate without prior

| written notice to the

of Banks and Real Estate.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

SUBPART I: SERVICE CORPORATIONS

Section 1000.1010 Requirements

a) No association shall invest in or lend to a service corporation as defined at Section
1-10.21 of the Illinois Savings and Loan Act of 1985 unless said service
corporation has been approved by the

b) This Subpart shall not apply to investments in single-purpose corporations
authorized under provisions of Sections 1-6(j) and 5-9 of the Illinois Savings and
Loan Act of 1985.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

| Section 1000.1020 Approval by the

a) Except as provided in subsection (b), an application for approval of a service
| corporation shall be approved by the provided that:

1)

2)

its purpose or purposes are reasonably incident to the accomplishment of
the express powers conferred upon associations by the Act, or are
purposes granted or allowed to service corporations organized or owned
by Federal associations; or its sole purpose is to operate as a finance
subsidiary of an association to the extent authorized for finance
subsidiaries of Federal associations under the provisions of 12 CFR
545.82 as of September 1, 1985; and

the application for approval of a service corporation includes: the
appropriate fee; a copy of the service corporation's Articles of
Incorporation; a list of proposed shareholderssharehelder(s); the fiscal
year-end date; and an undertaking by the service corporation with the
continuing conditions specified in Section 1000.1020(c) and in a form
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prescribed by the

An application for approval of a service corporation shall be denied by the

in writing if the finds that any

proposed shareholder is conducting business in an unsafe manner as defined in
Section 1000.240.

Continuing conditions:

1)

2)

3)

4)

A service corporation shall not amend its Articles of Incorporation nor
adopt an assumed corporate name without the prior written approval of the

. A proposed amendment to Articles of
Incorporation not involving a name change shall be approved unless it is
in non-compliance with Section 1000.1020(a)(1). A proposed name
change shall be approved unless such proposed name is either deceptively
similar to that of a savings and loan association as specified in Section 2-
4(e) of the Act or of a nature which might imply that the entity is a savings
and loan association.

Each service corporation shall cause its affairs to be audited by a licensed
public accountant at least once each fiscal year, and cause said accountant
to deliver a copy of said certified statement to the

simultaneously with the delivery of the statement to the service
corporation;

Each service corporation shall be examined in conjunction with the
examination of its parent associationsasseetation{s). The

shall require additional reports and/or
examinations if the , or his staff members engaged
in examination of the association's monthly report, determine that more
information is needed to determine the viability of the service corporation;
and

A service corporation shall not acquire any classified itemsiter{s) from
any association except that a service corporation may acquire real estate
owned by any association. The term classified items has the meaning:
prescribed in 12 CFR 561.16¢ (a)-(c) and (e) March, 1989; (no subsequent
dates or editions).

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
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Section 1000.1040 Investments by Service Corporations

a)

b)

A service corporation may invest its assets in any manner not expressly prohibited
by law, provided such investments are made in the exercise of reasonable
judgment and care under the circumstances then prevailing which persons of
prudence, discretion and intelligence exercise in the management of their own
affairs, not in regard to speculation but in regard to the permanent disposition of
their funds, considering the probable income as well as the probable safety of
their capital.

If a service corporation has not been approved, or if approval is withdrawn, all
loans to or investments in the service corporation shall constitute an unauthorized
investment; however, the association shall be granted a reasonable time within
which to dispose of said loans or investments.

A basis for withdrawal of approval of a service corporation exists if:

1) the service corporation is subject to involuntary dissolution for failure to
file annual reports or pay fees pursuant to theFhe Business Corporation

Act [805 ILCS 5 : - : e L - ; or

2) the service corporation fails to pay, within 60 days afteref the billing date,
supervisory fees or examination fees due the ; or

3) the service corporation fails to file, when due, those reports required by
Sections 1000.1080 and 1000.1090 of this Subpart; or

4) the determines that the service corporation is
engaged in activities that are not reasonably incidental to the
accomplishment of the express powers conferred upon associations by the
Act, or granted or allowed to service corporations organized or owned by
Federal associations; or

5) the investment of any parent association in the respective service
corporationseerperation{s) is in excess of the investment limitations set
forth at Section 1000.1030(a) of this Subpart; or

6) the determines that the service corporation is
conducting business in a fraudulent, illegal, or unsafe manner.
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(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1050 Ownership of Capital Stock of Service Corporation
a) A minimum of ninety percent (90%) of all classes of capital stock of a first-tier

service corporation shall be owned by one or more associations. First-tier service
corporation means any corporation which is 90% or more owned by one or more
associations, whose purpose or purposes are reasonably incident to the

accomplishment of the express powers conferred upon associations by the Act(H-

Rev—Stat—199+-eh—17par3364+-1021H [205 ILCS 105/1-10.21].

b) Subject to approval by the , an amount not to exceed ten
pereent{10%) of all classes of capital stock of a service corporation may be
owned by bona fide officers or employees of the service corporation. The
ownership by such individuals shall be approved if the

finds:

1) The sale or issuance of stock to such individuals is at the book value of the
stock;

2) If no sale is involved, that the stock issuance to the employee or officer is

part of the compensation program documented by a written employment
contract; and

3) The ownership of such stock is subject to a repurchase agreement which
provides that the service corporation will reacquire the stock from the
employee or officer or the estate of such employee or officer at book value
at the time of death or termination of employment.

C) The book value of the stock shall be determined in accordance with generally
accepted accounting principles by the independent auditor of the service
corporation.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.1080 Reporting Requirements

a) Within 45ferty-five days afteref the close of each calendar year, each service
corporation shall submit to the S&L Form 557, Service
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Corporation Report, setting forth complete and true statements of condition and
operations of the service corporation and of every partnership, joint venture or
corporation in which the service corporation has a cash and/or equity interest of

fifty-pereent{50%) or more.

b) All corporate subsidiaries, partnerships and joint ventures in which the service
corporation has a cash and/or equity interest of fiftypereent{50%)-or more shall,
within 15fifteen days after theef request for same by the ,
submit true and correct copies of all contracts, mortgages, partnership agreements,
joint ventures and loan commitments.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1090 Audit Requirements

a) Each service corporation shall cause its books and records to be audited at least
once annually by an independent licensed public accountant. Except as provided
hereafter, the report of audit shall be separate from the report of audit of any
parent association.

b) The report of audit of a wholly-owned service corporation may be consolidated
with the report of audit of the parent association provided that such report sets
forth:

1) the auditor's opinion that the activity of the service corporation does not
materially affect the financial position of the parent association, and

2) all details of consolidation.

C) The auditor shall test compliance with the Act and this Part and determine the
effect that the service corporation has on the financial position of the parent

associationsasseectationts).

d) The auditor shall make a determination and report any facts relating to any direct
or indirect self-dealing by any service corporation officer, director, employee or
shareholder other than a savings and loan association. The auditor shall also make
a determination and report any facts relating to any direct or indirect conflict of
interest of any officer, director, employee or permanent reserve shareholder of
any savings and loan association holding stock in the service corporation.
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e) Any noncompliance with the Act or this Part, self-dealing or conflict of interest

which are discovered during the audit shall be set forth in the report of audit
delivered to the service corporation's board of directors. The service corporation's
board of directors shall promptly report such noncompliance to the

| and to the board of directors of the parent

associationsasseetation(s).

| f) A copy of the audit report shall be filed with the within
ninety days of the audit date, except upon receipt of written notice setting forth
the reason delivery of the report of audit is delayed by circumstances beyond

| control of the service corporation, the may extend the
filing date for up to 60sixty additional days.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
SUBPART J: RELOCATIONS AND BRANCHING
Section 1000.1110 General

a) An association with facility offices existing or approved under previous
| regulations of the and prior to the effective date of this
regulation may advertise or refer to such offices as branches without amending its
bylaws. A branch office of an association is any office other than its home office,
drive-in facility, pedestrian facility, agency office, or a remote service unit.

b) Any business of an association may be transacted at a branch office. When a
branch office provides any product it must have all the resources necessary to
support that product offering at the branch location.

c) An association shall not establish a branch office nor change the location of its
home office unless its respective application has been approved by the
. An application shall be approved only if the
finds that:

1) the office can be established at the proposed location without undue injury
to properly conducted existing associations and savings banks chartered
under the Illinois Savings Bank Act [205 ILCS 205];

2) the policies and financial condition of the applicant are not a basis for
supervisory objection; and
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3) the proposed office will open within twelve months of approval unless

occupancy is delayed by circumstances beyond the control of the applicant
and, consequently, additional time is allowed by the

An association proposing a change of location of its home office or branch office
may request a waiver of the otherwise applicable requirements of this Subpart.
The request will be approved only if:

1) the is able to make the same findings as those
required at subsection (¢) of this Section;

2) the applicant demonstrates that the area to be served from the proposed
location is essentially the same as that served from the present location;

3) the applicant gives the reasons for the change of location; and
4) the applicant submits the appropriate fee required by Section 1000.110(c)
of this Part, along with a request that sets forth information sufficient to

allow the making of all determinations required by this subsection (d).

If requested by the applicant, the shall approve a
temporary location of a home office or a branch office if the temporary location:

1) is in the immediate vicinity of the approved permanent location; and
2) can be established without undue injury to any other properly conducted

existing association or any properly conducted existing savings bank
chartered under the Illinois Savings Bank Act.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.1120 Application

a)

An association may apply for a branch office or for a change of location of its
home office provided that the applicant obtains the prescribed form of application
and form of notice and related instructions from the unless
waived pursuant to Section 1000.1110(d).
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b) An application is considered complete and a priority filing date is established
when the determines that all required information has been
submitted on the prescribed form along with the appropriate filing fee required by
Section 1000.110(c) or (d) of this Part.

C) Changes to all but material information of the application may be made up to the
time approval/denial is determined. For purposes of this section material
information is defined as but is not limited to:

1) Association name;
2) Association address;
3) Nature and purpose of application; and

4) Any other information which if changed, would likely cause the approval
or denial decision to be reversed.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1130 Request for Preliminary Determination

a) An association which intends to file an application for a branch office or for a
change of location of its home office may, prior to the filing of such application,
submit to the written advice of intent to file such an
application and request a preliminary determination as to whether supervisory
objection will be raised on the basis of the applicant's policies and financial
condition. Within 30thirty days following receipt of the advice of intent, the
applicant shall be advised of the decision, and if
applicable, the reason for supervisory objection.

b) If at any time subsequent to preliminary determination the
determines that a basis for supervisory objection exists, further processing of the
respective application shall be denied.
(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1150 Public Notice and Inspection

a) After the application is complete, the shall direct the
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applicant, in writing, to publish notice within 15fifteer calendar days from such
date of direction. The applicant shall publish notice in a newspaper printed in the
English language having a general circulation in the applicant's home office
community and in the community to be served from the proposed location.

b) Within 10ten days following the date of publication, the applicant shall furnish
the with two copies each of the required noticesnoticefs)
and the publisher's affidavitsaffidavit(s) of publication.

| C) The shall consider the application and its filing
confidential until the applicant is advised to publish notice. After publication, the
application shall be available for public inspection at the of
Banking -of Banks-and Real Estate, by appointment.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1160 Protest

Protests, answers to protests and other related communications shall be in writing and submitted
only as provided in this Section.

a) Within 10ten calendar days following the date of publication of notice of
application (or 20twenty calendar days after the date of publication if extension is
requested in writing within such 10ten-day period) any person may file a
communication in favor or protest of the application with the
| . Any person filing such a communication shall
simultaneously furnish a copy to the applicant.

b) Within 15fifteen calendar days after receipt of a protest, the objector and the
applicant shall be advised in writing whether the considers

the protest to be substantial.

c) No protest shall be considered "substantial" unless it is in writing, filed on time,
and contains at least the following:

1) A summary of the reasons for the protest;

2) The specific matters in the application to which objection is raised and the
reasons for each objection;
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3) Facts supporting the protest, including relevant economic or financial data;
and
4) Adverse effects on the objector which may result from approval of the
application.
The 's determination as to whether a protest is

"substantial" shall be made on the basis of data showing undue injury to properly
conducted existing association(s) and/or data disputing the propriety of
information set forth in the respective application.

Within 20¢wenty(26} calendar days following the date of notice that a protest has
been deemed substantial, the applicant may file an answer to such protest with the

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.1170 Oral Argument

| a)

b)

Oral argument on the merits of an application shall be heard if:

1) the applicant, or a person who has filed a protest deemed to be substantial,
so requests and the request is received by the
within 10ten calendar days after the time for filing answers to all protests
has expired; and

2) the , after reviewing the application and other
pertinent information, considers oral argument desirable because of
protests which dispute the propriety of information set forth in the
application.

Any such hearing of oral argument shall be subject to the appropriate fee and
expenses prescribed in Section 1000.110(m) of this Part. A transcript of any such
hearing of oral argument shall be taken and made a part of the record in the
matter.

The shall mail notice of the date (which shall be at least

ten calendar days after such mailing), time and place of oral argument to the

applicant and personspersents) who filed protests or other communications. The
shall ensure that the time and place of any oral argument
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are reasonably convenient to the applicant and the objectorsebjeetor(s).

d) The or any person designated by the

shall hear oral argument and determine all matters relating
to the conduct thereof. Arguments shall be made in person or by authorized
representativesrepresentative(s). A maximum of one hour of oral argument shall
be allowed in favor of and against the application. In hearing oral arguments, the
person presiding shall determine the order of presentation. The parties may agree
on a division of time; otherwise, the person presiding shall make the
determination. Arguments may be consolidated. In the event of multiple
substantial protests, the person presiding may permit additional time for argument
and rebuttal. Arguments shall be based only on the facts and information on file;
however, a party may introduce newly discovered matter by giving a written
memorandum of same to the person presiding when the hearing commences. Said
memorandum shall include an affidavit as to why the matter was not previously
known and not previously filed. No party to an oral argument shall be permitted
more than one filing of new matter. If the person presiding rules that there is in
fact substantive new matter, the party introducing it shall be required to provide
copies of the memorandum of such new matter to all parties. If the parties agree
to argue on the basis of such new matter, the hearing shall continue.

e) If any party wishes to file a rebuttal, ten calendar days shall be allowed for the
submission of such rebuttal, and the person presiding shall adjourn the hearing
and set a date, time and place for it to be reconvened. Rebuttal to new matter shall
not be considered a filing of new matter.

f) If oral argument is heard by a person other than the , that
person's findings shall be submitted to the , in writing,
within 25¢wenty-five calendar days after final adjournment of the hearing. Within
ten calendar days following receipt of said findings the parties shall be advised, in
writing, of the decision. If the
presides at the hearing, the parties to the hearing shall be advised of the decision
within 25twenty—fve calendar days after final adjournment of the hearing.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.1180 Application for and Maintenance of Branch Office after Conversion,
Consolidation, Purchase of Assets or Merger

a) With written approval of the , an association which
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acquires an office or offices through merger, purchase, purchase of all assets or

| consolidation shall assume the operation of any such acquired officeseffieefs),
subject to the provisions of Section 1000.1200 of this Subpart. An existing
association which converts to a state-chartered association shall maintain all of its
offices, existing or approved prior to the conversion, if such offices are set forth in
its bylaws, adopted in accordance with Section 6-13(c) of the Hineis-Savingsand
Lean-Act-ef1985. Offices set forth in its bylaws shall be subject to the provisions
of Section 1000.1200 of this Subpart.

| b) If the has approved a Plan of Conversion to Federal
charter for an association or has evidence of an association's intent to file such
Plan of Conversion, he shall deny an application for a branch office.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1200 Termination of Operation and/or Closing of a Branch Office

| a) An Association may offer to sell a branch officesefficefs) to another savings and
loan association.

1) Prior to any such sale, a copy of the proposed agreement shall be
submitted to the . Within 30thirty calendar days the
shall notify the proposed seller, in writing, as to
whether there is supervisory objection to the proposed sale or the
| may advise the proposed seller of any additional
information or further review deemed necessary to make such a
| determination. The in considering supervisory
objection shall review the policies and financial condition of the selling
association and the acquiring association.

2) The selling association and, if applicable, the acquiring association shall
| submit an appropriate bylaw amendment for the
approval.
b) An association showing justification for termination of operation and the closing

of a branch officeeffiee(s) may do so with the prior written approval of the
. Any request for the closing of any office shall be subject
to the publication requirements of Section 1000.1150(a) of this Subpart.

C) The filing of a request for termination of operation and the closing of a branch
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officefs) shall constitute authority for the -to seek a
successor association to assume operation of the branch office(s).

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.1220 Remote Drive-In and/or Remote Pedestrian Facilities

a)

b)

d)

An association may, without prior approval of the -other
than approval of an appropriate bylaw amendment, establish one Remote Drive-In
and/or one Remote Pedestrian facility in conjunction with each association
business office. Each such facility may be designed to simultaneously
accommodate more than one customer.

The term "business office" means the business-office premises including non-
remote drive-in and/or non-remote pedestrian facilities which are those facilities
within the boundaries of real estate on which a home office or any branch office is
located and the areas contiguous thereto which the association has the exclusive
right as owner or lessee to use or maintain for ingress or egress or for parking in
connection with that business office.

Remote drive-in and remote pedestrian facilities are defined as follows:

1) A remote drive-in facility is a facility which is not located on the premises
of a business office as defined in (b) of this Section
and at which the customer transacts business from a vehicle.

2) A remote pedestrian facility is a facility which is not located on the
premises of a business office as defined in (b) of this
Section and at which the customer need not enter an office but may remain
outside the structure and transact business with a teller located inside the
structure.

Remote drive-in and remote pedestrian facilities shall be initially located within
the following limitations.

1) Remote drive-in and/or remote pedestrian facilities must be initially
located not more than 1500 feet from a business office of the establishing
association, and such initial location must be closer to a business office of
the establishing association than to a business office of any other savings
and loan association.
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2) Such a facility may be placed in a store or location of some other business

if the association's quarters are used exclusively for the conduct of the
association's business. There will be no objection to a remote pedestrian
facility which faces on an enclosed mall and serves pedestrians who
remain in the mall while transacting business with the association.

e) Functions which are routinely performed by the establishing association's tellers
at its business officeseffieefs) may be performed at a remote drive-in and/or
remote pedestrian facility; however, the acceptance of a completed loan
application is prohibited.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
SUBPART K: CAPITAL NOTES AND DEBENTURES
Section 1000.1310 Approval
An association may issue and sell its capital notes or debentures with the prior approval of the
and subject to any conditions the may impose. A
permanent reserve association shall also have the prior approval of a majority of the shareholders

owning a majority of the issued and outstanding permanent reserve shares of the association to
issue convertible capital notes or debentures.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1320 Conversion to Stock
Capital notes or debentures issued by permanent reserves association may be converted into
shares in accordance with provisions approved by the and contained in
the capital notes or debentures. Convertible capital notes or debentures may be issued without
preemptive rights to existing shareholders if provided by the Articles of Incorporation of the
association and authorized by the

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

SUBPART L: THIRD-PARTY PAYMENT ACCOUNTS

Section 1000.1480 Approval and Authorization
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Prior to offering third-party accounts an association shall obtain the approval of the

| DirectorCemmissioner. The following items must be submitted to the Directorc

before authorization to issue third-party accounts will be given.

a)

b)

A fully executed copy of any clearing agreement between the association, its
correspondent bank or banks and the Federal Reserve Bank.

A board of directors' resolution which authorizes the issuance and maintenance of
third-party accounts and which also establishes the rules and regulations under
which such accounts shall be administered.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

SUBPART M: ADMINISTRATIVE HEARING PROCEDURES

Section 1000.1510 Applicability

This Subpartregutatien shall apply to all hearings conducted under the jurisdiction of the Illinois
Director Commissionerof BankingBanks-andReal-Estate under the Savings and Loan Act of

1985.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.1520 Definitions

"Act" — Illinois Savings and Loan Act of 1985 [205 ILCS 105/1-1].
" A g%]q 35‘" ( )ff‘ ce ef: I ;HHIES aﬁd l: %al I Stﬂt%.

"Applicant" — Association or holding company or person whose application
pending before the DirectorCeommissioner 1s subject matter of the hearing.

"Association" — Every savings and loan association organized under and governed
pursuant to the Illinois Savings and Loan Act of 1985; a State-chartered savings
and loan association.

"DirectorCemmissioner” — Director of the Illinois Department of Financial and
Professional Regulation-Division of BankingCemmissioner-ofBanks-and Real
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"Company" — Any corporation, partnership, trust, joint-stock company, or similar
organization, but does not include the Federal Savings and Loan Insurance
Corporation, any Federal home loan bank, or any company the majority of the
shares of which is owned by the United States or any State, or by an officer of the
United States or any State in his official capacity, or by an instrumentality of the
United States or any State.

"Hearing Officer" — The presiding officialseffietal{s} designated by the
to conduct a hearing or anyone designated by the
to hear evidence; means any member of the panel the
appoints to conduct the hearing.

"Holding Company" — Any company as defined in Section 1A-1 of the Act.

"Institution" — A savings and loan association, a savings bank, a Federal savings
and loan association, a Federal savings bank, a building and loan, homestead
association or a cooperative bank, the accounts of which are insured by the
Federal Savings and Loan Insurance Corporation, and shall include a Federal
savings bank, the deposits of which are insured by the Federal Deposit Insurance
Corporation, and a savings bank or any other thrift depository institution by
whatever name called.

"Mutual" or "Mutually Owned" — is a holding company institution in which
ownership is evidenced by membership, as opposed to capital stock, typically
determined by the maintenance of a depository relationship with at least one
subsidiary depository institution.

"Mutual Thrift Holding Company" — is a holding company which owns one or
more savings and loan association, savings bank, building and loan association,
homestead, or other institution as defined at Section 1000.1520

, which is owned mutually.

"Notice" — Notice prescribed by the Act or this Part, as applicable.
"Objector" — Entity or person who is on record as objecting to the application
pending before the which is the subject matter of the

hearing.

"Party" — Entity or person named in pleading or affected by judgment.
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(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1530 Filing

Documents and requests permitted or required to be filed with the Agency in connection with a
hearing shall be addressed to and mailed to or filed with the of Banks and Real
Estate, 500 East Monroe, Suite 800, Springfield, Illinois 62701 or 310 South Michigan Avenue,
Suite 2130, Chicago, Illinois 60604, in triplicate. The office of the DivisionAgeney is open for
filing and inspection and copying of public documents from 8:30 a.m. to 5:00 p.m., Monday
through Friday, except on national and Statestate legal holidays.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1540 Form of Documents

a) All documents shall clearly show the title of the proceedings in connection with
which they are filed.

b) Except as otherwise provided, three{3) copies of all documents including notices,
motions and petitions, shall be filed with the DivisionAgeney.

c) All documents shall be typewritten or reproduced from typewritten copy on letter
or legal size white paper.

d) One+1H copy of each document filed shall be signed by the party or by the party's
authorized representative or attorney.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1550 Computation of Time

Computation of any period of time prescribed by this Subpartregulation shall begin with the first
business day following the date of filing of the documentation with the DivisionAgeney pursuant
to Section 1000.1530 of this Subpart, and shall run until the end of the last day, or the next
following business day if the last day is a Saturday, Sunday or national or Statestate holiday.
Where the period of time is five«{5) days or less, Saturdays, Sundays and national or Statestate
holidays shall be excluded in the computation of time. Notice requirements shall be construed to
mean notice received, but proof that notice was dispatched by means reasonably calculated to be
received by the prescribed date shall be prima facie proof that notice was timely received.
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(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.1570 Notice of Hearing

| All administrative hearings shall be initiated by the issuance by the DivisionAgeney of a written
notice of hearing, which shall be served upon all known parties to the hearing.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.1590 Motion and Answer

| a)

b)

d)

Any party receiving a notice of hearing may file an answer not later than five{5}
days prior to the date of hearing. All answers to motions preliminary to a hearing
shall be presented to the DivisionAgeney and to the hearing officer at least five
€5} days prior to the date of hearing, or on such other date as the hearing officer
shall designate and shall be served personally or by registered or certified United
States mail.

Unless made orally on the record during a hearing, or unless the hearing officer
directs otherwise, an answer to a motion shall be in writing and shall be
accompanied by any affidavits or other evidence relied upon and, as appropriate,
by a proposed order. At least twe-2) copies of all such motions shall be filed
with the DivisionAgeney (one(H for the DivisionAgeney attorney and one«H for
the hearing officer) and at least one(H copy served on each additional party, if
any, to the hearing.

Within five«{5) days after service of a written motion, or such other period as the
hearing officer may prescribe, a party may file a response in support of or in
opposition to the motion, accompanied by affidavits or other evidence. If no
response is filed, the parties shall be deemed to have waived objection to the
granting of the motion. The moving party shall have no right to reply, except as
permitted by the hearing officer.

No oral argument will be heard on a motion unless the hearing officer directs
otherwise. A written brief may be filed with a motion or an answer to a motion,
stating the arguments and authorities relied upon.

A written motion will be disposed of by written order and on notice to all parties.

The hearing officer shall rule upon all motions, except that the hearing officer
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shall have no authority to dismiss or decide a hearing on the merits without
granting all parties to the proceeding a right to be heard and to establish a record.

g) Unless otherwise ordered, the filing of an answer or motion shall not stay the
proceeding or extend the time for the performance of any act.

h) A party may participate in the proceedings without forfeiting any jurisdictional
objection, if thatsueh objection is raised at or before the time the party files an
answer or motion, or, if no answer to motion is made, before the commencement
of the hearing.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1610 Intervention

a) Upon timely written application, the hearing officer may permit any party to
intervene in a hearing proceeding, subject to the necessity for conducting an
orderly and expeditious hearing, when either of the following conditions is met:

1) When the party is so situated that thesaid party may be adversely affected
by a final order arising from the hearing; or

2) When a party's circumstances and the hearing proceeding have a question
of law or fact in common.

b) Two (2)-copies of a petition for intervention shall be filed with the
DivisionAgeney (one-(H for the DivisionAgeney attorney and one<1) for the
hearing officer) and one(1H copy served on each party no later than 48 hours prior
to the date set for hearing of the matters set forth in the notice of hearing. The
hearing officer may permit later intervention when there is good cause for the
delay.

C) An intervenor shall have all the rights of an original party, except that the hearing
officer may, in his_or her order allowing intervention, provide that the applicant
and objector shall be bound by orders previouslytheretefore entered or by
evidence previouslytheretefore received, that the applicant and objector shall not
raise issues thatwhieh might more properly have been raised at an earlier stage of
the proceeding, that the applicant and objector shall not raise new issues or add
new parties, or that in other respects the applicant and objector shall not interfere
with the control of the hearing, as justice and the avoidance of undue delay may
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require.
(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1620 Postponement or Continuance of Hearing
| A hearing may be postponed or continued for due cause by the or the

hearing officer upon their own motion or upon motion of a party to the hearing; such motion of
the party shall set forth facts attesting that the request for continuance is not for purposes of
delay. Notice of any postponement or continuance shall be given in writing to all parties to the
hearing within a reasonable time in advance of the previously scheduled hearing date. All parties
involved in a hearing shall attempt to avoid undue delay caused by repetitive postponements or
continuances so that the subject matter of the hearing may be resolved expeditiously.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1630 Authority of Hearing Officer
The hearing officer has the authority to conduct a hearing, take all necessary action to avoid
delay, maintain order and insure the development of a clear and complete record. The hearing
officer shall have all powers necessary to conduct a hearing including the power to:

a) Administer oaths and affirmations;

b) Regulate the course of hearings, set the time and place for continued hearings, fix
times for filing of documents, provide for the taking of testimony by deposition if
necessary and generally conduct the proceedings according to generally
recognized administrative law and this Subpart.

c) Examine witnesses and direct witnesses to testify, limit the number of times any
witness may testify, limit repetitious or cumulative testimony and set reasonable
limits on the amount of time each witness may testify;

d) Rule upon offers of proof and receive relevant evidence;

e) Sign and issue subpoenas that require attendance, giving testimony and the
production of books, papers and other documentary evidence;

f) Direct parties to appear and confer for the settlement or simplification of issues,
and to otherwise conduct prehearing conferences;
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g) Dispose of procedural requests or similar matters;
h) Render findings of fact, opinions and recommendations for an order of the
1) Enter any order that further carries out the purpose of this Subpart; and
1) At the hearing officer's discretion, accept probative, relevant evidence from any
entity.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1640 Bias or Disqualification of Hearing Officer

a) Any interested party may file a timely and sufficient affidavit setting forth
allegations of personal bias, prejudice or disqualification of a presiding hearing
officer. The shall determine this issue as part of the
record of the case. When a hearing officer is disqualified, or it becomes
impractical for that hearing officer to continue, another hearing officer may be
assigned, unless it is further shown that substantial bias or prejudice will result
from that assignment.

b) The hearing officer may at any time voluntarily disqualify the hearing officer.
(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1650 Prehearing Conferences
a) Upon written notice by the hearing officer in any proceeding, or upon written
request by any party, the hearing officer may direct parties or their attorneys to
appear at a specified time and place for a conference, prior to or during the course
of hearing, for the purpose of formulating issues and considering:

1) The simplification of issues;

2) The necessity or desirability of amending the pleadings for the purpose of
clarification, amplification or limitation;

3) The possibility of making admissions of certain averments of fact or
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stipulations concerning the use by either or both parties of matters of
public record to avoid unnecessary introduction of proof;

4) The limitation of the number of witnesses;

5) The propriety of prior mutual exchange between or among the parties of
prepared testimony and exhibits; and

6) Such other matters as may aid in the simplification of the evidence and
disposition of the proceeding.

b) Opportunity shall be afforded all parties to be represented by legal counsel and to
dispose of the case by stipulation, agreed settlement or consent order, unless
otherwise precluded by law. Any stipulation, agreed settlement, or consent order

| reached before a final determination by the DivisionAgenrey, shall be submitted in
writing to the hearing officer and shall become effective only if approved by the
| hearing officer and by the

c) Only if all parties to a controversy agree, a record of the prehearing conference
shall be kept. It must be certified to by the parties, then filed with the case
material in the DivisionAgeney files.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.1670 Subpoenas

a) Upon application to the hearing officer by any party, the hearing officer may issue
a subpoena for attendance at deposition or hearing, which may include a
} command to produce books, papers, documents or tangible things designated in
those materialstherein and reasonably necessary to resolution of the matter under
consideration, subject to the limitations on discovery prescribed by this Subpart.

b) Every subpoena shall state the title of the action and shall command each person
to whom it is directed to attend and give testimony at the time and place therein
specified in the subpoena.

| c) The hearing officer or the , upon motion made promptly
and in any event at or before the time specified in the subpoena for

| compliancetherewith, may quash or modify the subpoena if it is unreasonable and
oppressive.
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(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.1710 Official Notice

Official notice may be taken of all facts of which judicial notice may be taken and of other facts;
of a technical nature; within the specialized knowledge and experience of the DivisionAgeney.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.1730 Transcription of Proceedings

a) Oral proceedings at which evidence is presented shall be recorded either by a
certified court reporter or a mechanical recording device. Any transcription will
be retained through and including the time allotted for appeal, revision, rehearing
or other manner of review prior to final disposition as provided for by the

DivisionAgeney or by law.

b) The transcript and the record offered in connection with the hearing shall
constitute the official record.

c) The record in an administrative hearing shall include:
1) Prehearing records;
2) All pleadings (including all notices and answers, motions, briefs and
rulings);
3) Evidence received;
4) A statement of matters officially noticed;
5) Offers of proof, objections and rulings;
6) Findings, opinions and recommendations of the hearing officer.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.1740 Briefs



ILLINOIS REGISTER 19038

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

NOTICE OF ADOPTED AMENDMENTS

| The parties may submit written briefs to the hearing officer within tea<103) days after the close of
the hearing, or such other reasonable time as the hearing officer shall determine consistent with

the

responsibility for expeditious decision.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.1750 Hearing Officer's Findings, Opinions and Recommendations

a)

b)

The hearing officer's findings, opinions and recommendations shall be in writing
and shall include findings of fact and conclusions of law, or opinions separately
stated when possible. Findings of fact shall be based exclusively on the evidence
presented at the hearing or known to all parties, including matters officially
noticed. Findings of fact, if set forth in statutory language, shall be accompanied
by a statement of the underlying supporting facts. If a party submits proposed
findings of fact which may control the decision or order, the decision or order
shall include a ruling upon each proposed finding. Each conclusion of law shall
be supported by authority or reasoned opinion. A decision or order shall not be
made except upon consideration of the record as a whole or such portion thereof
as may be supported by competent material and substantial evidence.

The hearing officer shall then submit findings, opinions and recommendations to
the

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

| Section 1000.1760 Order of the

a)

b)

d)

The shall review the hearing officer's findings, opinions
and recommendations and shall issue an order as set forth by applicable statutes
or within a reasonable time.

The decision in the case will become effective immediately upon the execution of
a written order, or as otherwise specified by either the order or applicable statue.

Parties shall be immediately notified either personally or by mail, postage
prepaid, certified or registered, addressed to the last known address of the person,
partnership, association or company involved, of the order. A copy of the order
shall be delivered or mailed to each party and to the party's attorney of record.

The , may, as part of thesaid order, require any party to the
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proceeding to pay part or all of the costs of the hearing, including but not limited
to: witness fees; court reporter fees; hearing officer fees; and the cost of the
transcript.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1770 Rehearings

a) Except as otherwise provided by law, and for good cause shown, the
may in the discretion order a rehearing
in a contested case on petition of an interested party.

b) Where the record of testimony made at the hearing is found by the
to be inadequate for purposes of judicial review, the
may order a reopening of the hearing.

c) A motion for rehearing or a motion for the reopening of a hearing shall be filed
| within ter+103} days afteref the date of mailing of the
order. A rehearing shall be noticed and conducted in the same manner as an
original hearing. The evidence received at the rehearing shall be included in the
| record for the reconsideration and for judicial review.
A decision or order may be amended or vacated after hearing.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
| Section 1000.1780 Existing Statutory or DivisionAgeney Procedures and Practices

This Subpart shall not be construed to limit or repeal additional requirements imposed by Statute
| or otherwise, or to change existing DivisionAgeney procedures which are equivalent to or exceed
the standards or administrative procedure prescribed in this Subpart.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.1790 Costs of Hearing
In addition to filing fees set forth in Subpart A, Section 1000.110(m) of this Part, each party to
the hearing shall be required to pay its pro rata share of expenses including the hearing officer;

transcript and such other incidental cost as may be authorized by the hearing officer or by the
| , unless waived by the
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(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

SUBPART N: SAVINGS AND LOAN HOLDING COMPANIES

Section 1000.1800 Applicability

a)

b)

This Subpart shall apply to all stock holding companies, mutual thrift holding
companies or associations that directly or indirectly, own or control or seek to
own or control 25% or more of the voting shares or rights of any association in
any manner, except where such ownership arises in the regular course of business
as set forth in Section 1A-1 of the Act.

Except with the permission of the , and the Federal Home
Loan Bank Board (FHLBB), no company shall become a thrift holding company
with the power to hold or vote, directly or indirectly, 25% or more of the voting
stock of one or more institution.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.1985 Sale

The term "sale" and "sell" includes every contract to sell or otherwise dispose of a security or
interest in a security for value, but such terms do not include an exchange of securities in
| connection with a merger or acquisition approved by the , the FHLBB or

the FSLIC.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.2005 Liquidation Account and Proxies

a)

b)

Each mutual association converting to form a holding company must establish a
"liquidation account" for members of the mutual association prior to conversion.
The total amount allocated to the liquidation account shall be equivalent to the
amount of stock issued to the holding company by the stock subsidiary upon
infusion of assets and liabilities to the stock subsidiary.

Each member of the liquidation account who maintains an account in the stock
subsidiary institutionsinstitutionts) shall be entitled, upon liquidation of the
mutual holding company, to a fractional share of the value of the mutual holding
company. The numerator of the fractional share shall be the amount of qualifying
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deposits in the member's account on the record eligibility date, which date shall
be set by the board of directors in their plan of conversion and/or application to
form a mutual holding company, and/or the supplemental eligibility record date
and the denominator of the fractional share shall be the total amount of qualifying
deposits of all eligible and supplemental eligible account holders in the converting
mutual association on the eligibly record date. Any plan to liquidate the mutual
holding company must be approved by the and must
satisfy all claims of creditors, including liquidation account holders. Any
remaining value in the mutual holding company shall be transferred to the net
worth of the subsidiary stock institutionsiastitationts).

C) All proxies previously executed and assigned by members of the mutual
association converting to form a holding company shall remain valid and effective
without impairment as long as the member maintains an account in the new stock
savings and loan association.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2010 Mutual Holding Company Ceasing to be a Depository Institution

a) Each mutual savings and loan association thatwhieh converts to holding company
status in conjunction with the chartering of a stock subsidiary shall be issued a
"restated or amended charter" as a mutual thrift holding company by the

and the directors shall return the original charter, insurance
undertakings and certificate of insurance to the issuing authority as evidence of
ceasing to be an insured depository institution. These items may be transferred to
the stock subsidiary with permission of the . The
Director'sSueh permission shall be given upon successful completion of an
examination to assure conformance with regulatory and statutory requirements.

b) Upon the issuance of the charter as a mutual thrift by the ,
a mutual holding company shall cease to be a savings and loan association, thrift,
savings bank, or depository institution of any type.
(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2020 Directors of a Mutual Holding Company

a) Each new Board of Directors for the holding company shall be selected by vote of
members, in a process to be determined by the bylaws of each entity.
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b) Each Board of Directors shall have at least five{5} members.

C) The provisions of SectionsSeetior 3303-4, 3303-6, 3303-7, and 3303-10 of the
HhineoisSavingsandean-Act ef1985-shall apply to a mutual holding company
with regard to directors' vacancies, directors' attendance at meetings,
qualifications to be a director, and similar matters, except that the holding
company may file a written request for waiver of compliance with any provision

with the . Such request must provide detailed discussion of
the grounds for such request. In determining whether to grant a waiver of
compliance, the shall consider the following factors,

including, but not limited to:

1) Where application of those provisions to holding companies would be
inappropriate because the provisions were drafted for savings and loans;

2) Where a holding company and its subsidiary meet or exceed all applicable
capital requirements and are not in violation of any statutes, rules or

regulations;
3) Where there are not current contested or regulatory matters;
4) Where waiver would work undue hardship or result in undue advantage or

risk, prejudicing a situation currently or in the future; and,

5) The may not waive any provision of Section 3303-
10.

d) Upon creation of the stock subsidiary, the Board of Directors of the original
mutual institution shall nominate a Board of Directors for the stock subsidiary.

e) A mutual holding company may provide for cumulative voting for directors in its
bylaws.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2040 Stock of a Subsidiary of a Mutual Holding Company

a) The stock subsidiary shall issue shares to the holding company only after
sufficient assets to match transferred deposit liabilities are transferred to the
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subsidiary and after written confirmation of continuation of insurance of accounts
is received from the appropriate federal depository insurance corporation or its
agent.

b) Stock issuance shall initially be only common stock, but other classes of stock
may be issued upon application to and approval by the DirectorCemmissioner.

C) Each share of common stock shall entitle its owner to one vote.
(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.2050 Stock Subsidiary Formation

In conjunction with the formation of a stock subsidiary of a mutual thrift holding company, the
requirements of Article 2 — "Incorporation and Organization" of the Illinois Savings and Loan
Act of 1985 shall apply with the following additions.

a) In the case of a change of corporate form, which does not alter the assets and
liabilities of the original institution as transferred to the resulting stock subsidiary
with regard to their amount or quality, the minimum initial capital...which would
be required in order to obtain insurance of accounts by the Federal Savings and
Loan Insurance Corporation shall mean the amount of minimum capital which the
original institution was required to have to maintain its federal insurance of
accounts.

b) The application to organize shall be made by the directors of the original
institution. Copies of directors' and officers' affidavits and statements of personal
interest from the last five(5) years' examination reports may be submitted to the

to the extent that they provide business and financial
information on affiliations with any other financial institutions. Each applicant
shall submit amendments to these materials to provide omitted, but required,
information.

c) Exhibits and maps shall display the original and new institution's customer area,
and provide quarterly Federal and/or State reports for the four quarters preceding
application, as well as the original institution's last twe-2} audited financial
statements.

d) The may require information as to:
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1) How stock shall be distributed. Such reports shall be required upon
formation of the holding company, prior to issuance or marketing of stock
and at any other time necessary to ensure fundamental fairness to
stockholders, members, depositors and for reasons related to the safe and
sound financial operation of the institution.

2) Whether depositors of the old institution shall continue to hold voting and
membership rights in the new institution.

3) The form and manner of expressing ownership.

4) The amount of treasury stock shall be held, planned issuances of capital
stock or equity securities, with projected dates and amounts.

e) Once the stock subsidiary is formed, if the original mutual institution no longer
retains any deposits, it shall no longer be required to maintain insurance of
accounts and therefore shall not be required to meet any regulatory or statutory
requirements which apply only to depository institutions such as net worth, loan
loss reserves, and investment and lending limits.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2055 Net Worth Maintenance Agreement

a) The shall require each mutual holding company to
execute a "Net Worth Maintenance Agreement" for each subsidiary depository
institution it acquires. Under this agreement the holding company shall
contractually agree to infuse equity capital as needed to keep net worth or
regulatory capital at a predetermined level for each subsidiary depository
institution. The Agreement shall:

1) Be for a specified term, in a higher amount to be set by the
taking into account such factors as: capital risk (the risk
from normal internal operations of the institution), market volatility
(external risk to the institution's operations generated by uncontrolled
factors such as: equity and bond markets, money supply, inflation), and
stock ownership patterns (such as common, voting common, voting
preferred, non-voting preferred, etc.);

2) Explicitly consent to the authority to require
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infusion of additional equity capital when he determines the institution
fails to meet its regulatory capital or net worth requirements. Such a
determination shall be in accordance with Section 4-16 of the Act;

3) Explicitly give the the right to vote and dispose of
the stock of any subsidiary institutions whose net worth or regulatory
capital is not restored within five(5) business days afteref the

determination of the need for additional capital; and

4) Establish procedures to effectuate subsection (a)(3) including
provision of notice to all affected parties and selection of time and place at
which the vote and disposition will occur.

The right to vote stock shall include all shareholder
matters, including the right to remove and replace the Board of Directors, the right
to merge the institution and the right to sell the stock.

The shall base determination of a regulatory capital or net
worth deficiency upon:

1) Reports from the subsidiary depository institution or the mutual holding
company and, or;

2) Audited financial statement of the mutual holding company or the
subsidiary depository institution and, or;

3) Examination, including examination by another government regulator, or
a federal deposit insurance company, of the mutual holding company or
the subsidiary depository institution.

In determining adequacy of net worth or regulatory capital, the

shall review and examine the financial condition of entities which
are affiliates or subsidiaries of the mutual holding company and of the subsidiary
depository institution. If there is a determination by the
that the subsidiary activity of the holding company represents a higher level of
risk to the depository institution that existed prior to the application of the holding
company formation, a higher net worth amount shall be required and the basis of
the decision shall be communicated in writing within
thirty(30) days to the institution.
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e) All infusions to net worth or regulatory capital under this Section must be in cash

or cash equivalent instruments such as: overnight deposits and federal funds.
(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.2105 Notice Requirement/Corrective Action

A holding company shall give immediate written notice of any corrective action ordered or
requested by a governmental agency, relative to the financial affairs of the holding company,
except those actions ordered by the of Banks and Real Estate. A holding
company shall give written notice prior to acting upon such orders or requests, except when such
order is effective immediately upon receipt. The method of transmittal shall be by messenger
mail, private messenger service or telefax transmittal. Any such corrective actions required to be
performed immediately shall be reported to the within 24twenty—four
249 hours afteref receipt.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2110 Insider Abuses

Matters or issues resulting from apparent wrongdoing, including insider abuses, shall be brought
to the attention within a reasonable period of time by the appropriate
management personnel of the holding company. Copies of any required reports including police
and FBI reports shall be included with the notification to the

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.2200 Determination of the Qualification and Condition of an Out-of-State
Acquisition

When requested, the shall review the laws of any state in order to
determine whether the laws of that state expressly authorize an Illinois savings and loan holding
company to acquire an association or savings and loan holding company in that state. The

shall issue a finding that such other state law either does or does not
provide qualifications and conditions which are unduly restrictive for the acquisition when
compared to those imposed by the laws of Illinois.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.2300 Disposal of a Subsidiary
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Each Savings and Loan Holding Company disposing of a subsidiary shall give not less than
| thirty (30 days prior notice of such planned disposition to the

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2310 Dividends

The declaration of dividends on capital by a stock savings and loan subsidiary shall be subject to
the following restrictions:

a) No dividends may be declared when the total amount of net worth of such
| subsidiary is less than that required by the as set forth in
Section 1-11 of the Act.

b) Cash dividends may be declared as often as quarterly on shares of stock, after
payment or provision has been made for all expenses, losses, required reserves,
and dividends on withdrawable capital. A stock dividend may be declared out of
undivided profits at any time.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.2320 Officers and Directors List

a list of all officers and directors of the savings and loan holding company. This
list shall be submitted within ten10) days after the election of the savings and loan holding
company's Board of Directors, and any changes or additions in the list shall be submitted to the

| within tea{10) days after the occurrence of such change or addition.
Along with such list there shall also be submitted an affidavit executed by each officer and

} director containing a statement thatwhieh shall set forth details as to the present and, for the five
€5} years preceding the business of every officer and director and the nature of their prior
affiliations with any other financial institution, and its subsidiaries, holding company or
subsidiary of a financial institution holding company.

. The secretary of each savings and loan holding company shall submit to the

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2400 Annual Audit Requirements

Every registrant shall cause its books and records to be audited at least once annually by an
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| independent Certified Public Accountant. The shall receive a copy of

the Certified Public Accountant's annual report, along with all supporting documentation. The
report of audit shall be on a consolidated basis unless, in the Certified Public Accountant's
opinion, certain subsidiaries or parent entities should be reported on separately. If separate
reports are prepared, they should be prepared on the same basis as the report on the savings and
loan company. A "registrant" for purposes of this Section shall refer to each savings and loan
holding company subject to Section 3301 A-3 of the Act.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2410 Maintenance of Records

Every registrant shall maintain such corporate books and records as may be necessary to
facilitate a full and complete examination of the activities of the entity. While the books and
records will be primarily of an accounting nature, certain other records such as minutes of
meetings shall be required to document review and approval of activities and plans.

a) All accounting records shall be maintained in accordance with Generally
Accepted Accounting Practices.

b) All stock entities shall maintain or cause to be maintained on their behalf full and
complete lists of stockholders including address, state of residence, Taxpayer
Identification Number, amount of stock owned, and any other data considered
necessary.

c) All registrants shall prepare and maintain a full and complete Book of Minutes for
meetings of the Board of Directors, Executive Management Committees, and
other meetings wherein business of a substantial nature is contemplated or
transacted. This requirement shall be in effect for all subsidiary entities of the
registrants as well.

d) Primary records such as Books of Record and Source Documents shall be
maintained by the individual registrant for a period of not less than seven(7}
years, provided that if a longer retention period is prescribed by another
regulatory body having jurisdiction over the registrant, that longer period shall be
followed.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.2420 Notice of Appointment of CPA
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‘ a) Notice shall be made to the Director Cemsissionerof the appointment of the
Certified Public Accountant not less than sixty(603} days prior to the fiscal year-
end of the savings and loan holding companies. Any change in the Certified

‘ Public Accountants shall be forwarded to the Director Commissionerwithin sixty
€60} days afteref such change along with a letter from the replaced accountant
stating whether or not the change was the result of a dispute over the accounting
treatment of a material matter.

b) Copies of the Annual Audit shall be filed, in triplicate, with the Division Office-of
Banks and Real Estate within ainety(90) days afteref the fiscal year-end of the
registrant.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.2500 Savings and Loan Company Filing Fees
Filings pertaining to matters named hereafter shall be subject to the indicated fee. TheSueh fee
shall be paid at the B+vistenDepartment of Financial and Professional Regulation-O+fice-of

Banks-and Real Estate at the time of filing. Payment shall be by check, draft, or money order
made payable to the DvistonDepartmentO+fice-of Banks-and Real Estate.

a) Registration fee

(Section 3301A-3 0f the ACt)...c.eeviieiiiiiiieieeeeeee e $1,000.00
b) Conversion to Federal Charter

(Article 6, Section 6-12 of the ACt) ....oooueeviiiiieiiieeeeeee 2,500.00

(Although conversion may occur, if a State-chartered
association is held, the Holding Company will still have to
be licensed by the Division of BankingO+fice-ef Banks-and
Real-Estate.)

c) Appeals to the Board of Savings Institutions
(Article 7, Section 7-20 of the Act)

(Article 7, Section 7-21 of the Act)
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(Article 7, Section 7-23 0f the ACt) ....oovveevieiiciieiieeeeeeeeeeeee e, $500.00

Each additional party to an appeal to the Board of Savings
Institutions shall pay the sum of $100.00, and shall bear its
pro rata share of all expenses incurred in said appeal except
as otherwise provided in Section 3307-75 of the Act.

Hearing or Oral Argument — each applicant requesting a hearing or oral argument
and/or each objector requesting a hearing or oral argument and/or each adversary
participating in a hearing or oral argument.

(Article 7, Section 7-24 0f the ACt) ...ccvevveevieeieeieieieeeeeee e $500.00

Each applicant requesting a hearing or oral argument
and/or each objector requesting a hearing or oral argument
and/or each adversary participating in a hearing or oral
argument shall bear its pro rata share of all expenses
incurred in said proceedings.

Application for Subsidiary Acquisition Fee, Illinois Savings and Loan Holding
Company.

(Article TA-5 0f the ACE) .oovivierierieieeieeeeeeeeeeee e $250.00

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.2510 Savings and Loan Holding Company Supervisory Fees

a)

Each savings and loan holding company ("SLHC") cooperating under the
provisions of the Act as of the close of each calendar year shall pay annually to
the a fee of $5.00 per million dollars of consolidated
assets (excluding the assets of any Illinois State-chartered savings and loan
association or savings bank) of the SLHC and its subsidiaries. Such fee shall be
based on the total assets of each SLHC and each subsidiary as shown by its
financial report filed with the for the reporting period
ended December 31. Such fees shall be for the calendar year then ended.
Computations shall omit hundreds from the total assets and the fee shall be
rounded to the nearest dollar amount.
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b) One fourth of the sum of the supervisory fee so determined shall be remitted at

the time of each calendar quarter end. A calendar quarter end shall mean March
31, June 30, September 30, and December 31. Such fees shall be for the
respective current calendar year.

C) Supervisory fees shall be determined by the within ninety
€903 days following the close of the respective calendar year; however, the dates
of billings shall not prejudice the validity of an invoice for any such fees billed at
a later date.

d) In the situation where service corporations and/or finance subsidiaries are owned
by the Association, the owned assets may be consolidated with the assets of the
Association for calculation of this fee. If the finance subsidiary is not active and
is in the form of a Collateralized Mortgage Obligation or a similar vehicle, the

shall waive that portion of the fee attributed to the finance

subsidiary.
e) In the event the State charter is converted or otherwise surrendered during the
course of the year, the shall determine the supervisory fee

based on the total assets of the Association as of the month-end immediately
preceding the cancellation of the State charter, except that the measurement date

may be another date at the discretion of the in the event
an Association elects to liquidate. In determining whether to set another
measurement date, the shall consider the following

elements: whether the association is undergoing a planned liquidation (where an
association elects to not continue operations), or, the association has transferred
significant assets (more than .5%-ef1+% of the total assets at the previous
measurement date).

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2520 Examination Fees

Time expended in the conduct of any examination of the affairs of any association or service
corporation pursuant to the provisions of Section 7-5(a) of the Act or applicable service
corporation undertakings, respectively, shall be billed by the at a rate of
$29.00 per examiner hour. Such fee shall be billed within fertyfive-(45) days following
completion of the respective examination. In the situation where examination procedures are
performed at out-of-state locations, the examination fee of $29.00 per hour plus travel, lodging
and per diem shall be assessed. Additionally, travel time shall be billed at the examination rate
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of $29.00 per hour.
(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2530 Conditions
a) No submission subject to a fee shall be considered complete without the stipulated
fee.
b) The fee shall be non-refundable regardless of the subsequent action with respect
to the submission.
| c) The may waive the payment of the applicable fee
otherwise required by Sections 1000.2500 and 1000.2510 when;
1) The determines that the respective Conversion to a
Federal Charter avoids the need for the to take

custody of the respective association pursuant to the provisions of Article
7, Section 7-8 of the Act.

2) The determines that the respective fee is excessive
or poses an undue restraint on sound business practice.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.2540 Manner of Payment

| Each invoice for a fee billed by the pursuant to Sections 1000.2500,
1000.2510 and 1000.2520 of this Subpart shall be due and payable upon receipt of same by the
association or service corporation. Payment shall be by check, draft or money order made
payable to the PivistonDepartment of Financial and Professional Regulation ot Banks and
Real Estate.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
SUBPART P: HIGH RISK HOME LOANS
Section 1000.3000 Definitions

"Approved Credit Counselor" means a credit counselor as approved by the
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Director of the of Financial Institutions.
"Good faith" means honesty in fact in the conduct of the transaction.

"High risk home loan" means a home equity loan on residential real property in
which:

at the time of origination, the APR exceeds by more than 6 percentage
points in the case of a first lien mortgage, or by more than 8 percentage
points in the case of a junior mortgage, the yield on U.S. Treasury
securities having comparable periods of maturity to the loan maturity as of
the fifteenth day of the month immediately preceding the month in which
the application for the loan is received by the lender; or

the total points and fees payable by the consumer at or before closing will
exceed the greater of 5% of the total loan amount or $800. The $800
figure shall be adjusted annually on January 1 by the annual percentage
change in the Consumer Price Index.

However, this Subpart shall not apply to a loan that is made primarily for a
business purpose unrelated to the residential real property securing the
loan or to an open-end credit plan subject to 12 CFR 226 (2000, no
subsequent amendments or editions are included).

"Home equity loan" means any loan secured by the borrower's primary residence
where the proceeds are not used as purchase money for the residence.

"Points and fees" means:

all items required to be disclosed as points and fees under 12 CFR 226.32
(2000, no subsequent amendments or editions included);

the premium of any single premium credit life, credit disability, credit
unemployment, or any other life or health insurance that is financed
directly or indirectly into the loan;

all compensation paid directly or indirectly to a mortgage broker,
including a broker that originates a loan in its own name in a tablefunded
transaction, not otherwise included in 12 CFR 226.4.
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"Servicer" means any entity chartered under the Act who is responsible for the
collection or remittance for, or the right or obligation to collect or remit for, any
lender, noteowner, noteholder, or for a licensee's own account, of payments,
interest, principal, and trust items such as hazard insurance and taxes on a
residential mortgage loan in accordance with the terms of the residential mortgage
loan; and includes loan payment follow-up, delinquency loan follow-up, loan
analysis and any notifications to the borrower that are necessary to enable the
borrower to keep the loan current and in good standing.

"Total loan amount" is the same as the term used in 12 CFR 226.32, and shall be
calculated in accordance with the Federal Reserve Board's Official Staff
Commentary to that regulation.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.3150 Verification of Ability to Pay Loan

The lender shall verify the borrower's ability to repay the loan in the case of high risk home
loans. Such verification shall require, at a minimum, the following:

a)

b)

c)

The borrower prepares and submits to the lender a personal income and expense
statement in a form prescribed by the who may permit the
use of other forms such as the URLA (Fannie Mae Form 1003 (10/92), available
from Fannie Mae, 3900 Wisconsin Avenue, NW, Washington, DC 20016-2892
and Freddie Mac Form 85 (10/92), available from Freddie Mac at 1101
Pennsylvania Avenue, NW, Suite 950, PO Box 37347, Washington, DC 20077-
0001, no subsequent amendments or editions) and Transmittal Summary (Fannie
Mae Form 1077 (3/97), available from Fannie Mae, 3900 Wisconsin Avenue,
NW, Washington, DC 20016-2892 and Freddie Mac Form 1008 (3/97), available
from Freddie Mac at 1101 Pennsylvania Avenue, NW, Suite 950, PO Box 37347,
Washington, DC 20077-0001, no subsequent amendments or editions).

Income is verified by means of tax returns, pay stubs, accounting statements or
other prudent means.

A credit report is obtained regarding the borrower.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.3550 Counseling Prior to Perfecting Foreclosure Proceedings



ILLINOIS REGISTER 19055

b)

d)

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

NOTICE OF ADOPTED AMENDMENTS

In the event that a high risk home loan becomes delinquent by more than 30 days,
the servicer shall send a notice advising the borrower that he or she may wish to
seek consumer credit counseling.

The notice required in subsection (a) shall, at a minimum, include the following
language:

"YOUR LOAN IS OR WAS MORE THAN 30 DAYS PAST DUE. YOU MAY
BE EXPERIENCING FINANCIAL DIFFICULTY. IT MAY BE IN YOUR
BEST INTEREST TO SEEK APPROVED CONSUMER CREDIT
COUNSELING. A LIST OF APPROVED CREDIT COUNSELORS MAY BE
OBTAINED FROM THE ILLINOIS DEPARTMENT OF FINANCIAL AND
PROFESSIONAL REGULATION-DIVISION OF BANKING -OF
BANKSANDREALESTATE."

If, within 15 days after mailing the notice provided for under subsection (b), a
lender or its agent is notified in writing by an approved consumer credit counselor
and the approved consumer credit counselor advises the lender or its agent that
the borrower is seeking approved consumer credit counseling, then the lender and
its agent shall not institute legal action under Part 15 of Article XV of the Code of
Civil Procedure for 30 days from the date of that notice. Only one such 30-day
period of forbearance is allowed under this Section per subject loan.

If, within the 30-day period provided under subsection (c), the lender or its agent,
the approved consumer credit counselor, and the borrower agree to a debt
management plan, then the lender and its agent shall not institute legal action
under Part 15 of Article XV of the Code of Civil Procedure for so long as the debt
management plan is complied with by the borrower.

1) The agreed debt management plan must be in writing and signed by the
lender or its agent, the approved consumer credit counselor, and the
borrower. No modification of an approved debt management plan can be
made without the mutual agreement of the lender or its agent, the
approved consumer credit counselor, and the borrower.

2) Upon written notice to the lender or its agent, the borrower may change
approved consumer credit counselors.

If the borrower fails to comply with the agreed debt management plan, then
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nothing in this Subpart shall be construed to impair the legal right of the lender or
its agent to enforce contracts or mortgage agreements.

f) This Section applies only to high risk home loans as defined by Section
1000.3000.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
Section 1000.3600 Mortgage Awareness Program
a) The Mortgage Awareness Program is a counseling and educational component

that is provided by the Director of the Department of Financial and Professional
Regulation-Division of Financial Institutions.

b) The core curriculum of the Mortgage Awareness Program shall include:
1) Explanation of the amount financed;
2) Explanation of the finance charge;
3) Explanation of the annual percentage rate;

4) Explanation of the total payments;

5) Explanation of the loan costs, including broker's fees, finance charges,
points, origination fees;

6) Explanation of the right of recession;
7) Explanation of foreclosure procedures;
8) Explanation of the significant debt ratios, including total debt to income,

loan debt to income, and loan debt to value of residence;
9) Explanation of adjustable rate mortgage;
10) Explanation of balloon payments;

11) Explanation of credit options;
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12) Explanation of each item that appears on a good faith estimate;
13) Explanation of pre-payment penalties.
c) Counseling session attendees must also complete a personal income and expense

statement, as well as a balance sheet, on forms provided by the

d) Prior to signing a certificate of completion, counselors shall privately discuss with
each attendee that attendee's income and expense statement and balance sheet, as
well as the terms of any loan the attendee currently has or may be contemplating
and provide a third party review to establish the affordability of the loan.

e) Counseling session attendees must also be given a brochure that contains
information covered by the Mortgage Awareness Program.

f) Any lender, prior to making a high risk home loan, shall inform the borrower in
writing of the right to participate in the Mortgage Awareness Program.

g) No lender shall offer less favorable loan terms to a borrower due to a borrower's
participation in a Mortgage Awareness Program.

h) Except as prohibited elsewhere in this Subpart, the borrower may waive
participation in the program, provided that such waiver occurs no less than 2
business days after the day that the borrower receives the written notice required
by subsection (f) and that thesaeh waiver is in writing in a form approved by the

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.3650 Report of Default and Foreclosure Rates on Conventional Loans

a) On or before October 1 and April 1 of each year, each association that is a

servicer of Illinois residential mortgage loans shall report to the
the default and foreclosure data of conventional loans for the 6six
month periods ending June 30 and December 31, respectively.

b) Each association shall report:

1) The average quarterly dollar amount of conventional 1-4 family mortgage
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loans secured by Illinois real estate.

2) The average quarterly number of conventional 1-4 family mortgage loans
secured by Illinois real estate.

3) The average quarterly dollar amount of conventional 1-4 family mortgage
loans secured by Illinois real estate that are in default over 90 days.

4) The average quarterly number of conventional 1-4 family mortgage loans
secured by Illinois real estate that are in default over 90 days.

5) The dollar amount of foreclosures on 1-4 family conventional loans
completed during the reporting period.

6) The number of foreclosures on 1-4 family conventional loans completed
during the reporting period.

7) Whether any of the loans where a foreclosure was completed were
originated less than 18 months before the completed foreclosure.

8) Whether any of the loans where a foreclosure was completed had a note

rate greater than 10% for first lien mortgage loans or greater than 12% in
the case of a junior lien.

c) An officer of the association shall sign the form.
(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
| Section 1000.3700 Review and Analysis

| a) The shall review and analyze the default and foreclosure
rate date reports submitted under Section 1000.3650.

b) The reports and their analyses may be used:
1) In setting the scope of a regularly scheduled examination.
2) In setting the scope of a special examination.

3) In comparing the reported information of an association to other
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associations subject to this Act.
4) In comparing the reported information of an association to the reports

submitted by associations and charters under other Acts.

C) The may correspond with an association to seek
clarification of information contained in its report and to gather additional data
concerning loans in default or loans in foreclosure.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.3750 Third Party Review of High Risk Home Loans

In the case of any high risk home loan, the borrower shall be afforded the opportunity to seek

| independent review by the of Banking of Banks-and Real Estate-of the loan
terms, in order to determine affordability of the loan, when and if the General Assembly
| appropriates adequate funding to the of Banks-and Real Estate-specifically for
this program.
a) Every borrower who chooses to participate in the independent review provided in
this Section shall submit information requested on the worksheets outlined in
Appendix A and B.
b) The of Banks-and Real-Estate-shall provide the borrower with a

review of the worksheets and shall also inform the borrower of the amount the
borrower has available for a monthly mortgage payment based upon the
borrower's budget.

C) In addition, the of Banks-and Real Estate-shall review loan
information pertaining to balloon payments and adjustable interest rates and other
items disclosed by the loan documents affecting amount of payment and shall
inform the borrower of such items.

d) The borrower shall receive a copy of the completed forms and shall sign the forms
acknowledging receipt. A copy of the written and signed forms shall be
submitted to the lender prior to the closing of the loan and shall become a part of
the permanent file for the loan.

e) If, based upon the review, the borrower determines that the loan is not in his or
her best economic interest, the reviewer shall so note this in the completed forms
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sent to the lender. This determination shall enable the borrower to withdraw from
the contemplated loan with no financial penalty.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
SUBPART Q: DISCLOSURE OF CONFIDENTIAL SUPERVISORY INFORMATION
Section 1000.4010 Definitions
For purposes of this Subpart:

"Act" means the Illinois Savings and Loan Act of 1985 [205 ILCS 105].

" " means the of the Department of Financial and
Professional Regulation-Division of Banking —of Banks-and Real
Estate, or a person authorized by the to act in the

stead.

"Compelling" need means that no other non-confidential source is available to
obtain information of equal relevance.

"Complete request" means a request that provides all of the information required
in Section 1075.4030 of this Subpart.

"Confidential supervisory information" shall have the same meaning ascribed to
that term in Section 7-9 of the Act [205 ILCS 105/7-9].

"Person" shall have the same meaning ascribed to that term in Section 1-10.14 of
the Act [205 ILCS 105/1-10.14].

"Relevant" means the requested confidential supervisory information could
substantially contribute to the resolution of the issues identified in the pleadings
contained within the request.

"Requester" means any person who makes a request for the discovery or
disclosure of confidential supervisory information, whether by subpoena, order, or

other judicial or administrative process.

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)
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Section 1000.4020 Purpose and Scope

a)

b)

Purpose. The purpose of this Subpart is to establish the procedures and standards
by which the shall determine whether to disclose
confidential supervisory information in response to a request for discovery or
disclosure of thatsueh information.

Scope. This Subpart applies to requests, whether by subpoena, order, or other
judicial or administrative process, for discovery or disclosure of confidential
supervisory information prepared or obtained by the

under the Act and any report of examination, visitation or investigation prepared
by the state regulatory authority of another state that examines a branch of an
association in that state. This Subpart does not apply to:

1) a request made pursuant to the Freedom of Information Act [5 ILCS 140]
(FOIA), provided that, if the information requested constitutes confidential
supervisory information, it shall nonetheless be exempt from disclosure
pursuant to Section 7(1)(x) of FOIA;

2) a request made by a party to whom the may
furnish confidential supervisory information as permitted in Section 7-9 of
the Act [205 ILCS 105/7-9]; or

3) a request made by a party to whom a savings bank or other financial
institution may furnish confidential supervisory information as permitted
in Section 7-9(b) of the Act [205 ILCS 105/7-9].

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.4030 Requests for Confidential Supervisory Information

Pursuant to Section 7-9 of the Act [205 ILCS 105/7-9], a request for confidential supervisory
information arising from an adversarial matter, whether by subpoena, order, or other judicial or
administrative process, shall be made to the . If the request is for a record,
the requester must adequately describe the records sought by type and date. Such request shall be
accompanied by:

a)

a copy of the formal complaint or pleading setting forth the assertions of the
adversarial matter;
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the caption and docket number assigned to the adversarial proceeding;

the name, address, and telephone number of designated legal counsel to each
party named in the adversarial proceeding;

a statement detailing the relevance of the requested confidential supervisory
information,;

a statement detailing a compelling need for the requested confidential supervisory
information;

a statement describing any prior judicial decisions or pending motions in the case
that may bear on the asserted relevance of the requested information; and

a statement detailing why the requester believes that the compelling need
outweighs the public interest considerations in maintaining confidentiality and
why the compelling need outweighs the burden on the ot Banks
andReal-Estate-to produce the requested confidential supervisory information.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.4040 Where to Submit a Request

A person requesting discovery or disclosure of confidential supervisory information under this
Part shall mail, or hand deliver, the request to:

Department of Financial and Professional Regulation- of Banking of
Banks-and Real Estate

Bureau of Residential Finance/Thrift Division

310 South Michigan Avenue, Suite 2130

Chicago, Illinois 60604-4278

Attention: Thrift Legal Counsel

(Source: Amended at 30 I11. Reg. 18990, effective December 1, 2006)

Section 1000.4050 Consideration of Requests

a)

Standards for the Disclosure of Confidential Supervisory Information. When
making a determination with respect to the disclosure of confidential supervisory
information, the shall consider the following standards:
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1) the confidential supervisory information identified in the request is
relevant;
2) a compelling need exists;
3) if the requested confidential supervisory information is to be used in

connection with an adversarial matter, the lawsuit or administrative action
has been filed; and

4) the production and disclosure of the confidential supervisory information
is not unduly burdensome to the s e e

b) In determining whether to disclose the requested confidential supervisory
information, the may inquire into the circumstances of
any case underlying the request and rely on sources of information other than the
requester, including other parties.

C) Time Required by the to Respond. The
, within 15 days, shall determine whether to disclose the
requested confidential supervisory information. The 15-day time period shall not
commence until the receives a complete request. If the
request is not complete, the shall notify the requester of
the required information that has not previously been provided.

d) Notice to Other Parties. Following receipt of a complete request for confidential
supervisory information, the may notify the association or
Illinois association holding company (SLA foreign associations) office that is the
subject of the requested information, unless the
determines that to do so would advantage or prejudice any of the parties in the
matter at issue.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.4060 Disclosure of Confidential Supervisory Information
a) Conditions and Limitations. The may impose any
conditions and limitations on the disclosure of confidential supervisory

information that are necessary to protect the confidentiality of such information.
Except as authorized by the , N0 person obtaining access to
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confidential supervisory information under this Subpart may make a copy of the
confidential supervisory information.

b) Restrictions on Dissemination of Confidential Supervisory Information. The
may condition a decision to disclose confidential
supervisory information on entry of a protective order by the court or
administrative tribunal presiding in the particular case or on a written agreement
of confidentiality. In a case in which a protective order or agreement has already
been entered between parties other than the , the
may nevertheless condition approval for release of confidential
supervisory information upon the inclusion of additional or amended provisions in

the protective order. The may authorize a party who
obtained the records for use in one case to provide them to another party in
another case, subject to any conditions that the may

impose on either or both parties.

c) Notification of Parties and Procedures for Sharing and Using Confidential
Supervisory Information in Litigation. The requester shall promptly notify other
parties to a case of the release of confidential supervisory information obtained
pursuant to this Subpart and, upon entry of a protective order, shall provide copies
of confidential supervisory information to the other parties.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.4070 Retrieval and Destruction of Previously Disclosed Confidential
Supervisory Information Used in Litigation

At the conclusion of an action:

a) the requester shall retrieve the disclosed confidential supervisory information
from the judicial or administrative file as soon as the presiding judicial or
administrative authority no longer requires the information;

b) the requester, and each party who may have subsequently received confidential
supervisory information pursuant to a protective order, shall destroy the disclosed
confidential supervisory information covered by the protective order; and

c) each party shall certify to the that the disclosed
confidential supervisory information covered by the protective order has been
destroyed.
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(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
Section 1000.4080 Fees for Services

a) The Director Commissienermay charge the following fees for any record search
or copying performed by the DirectorCommissioner:

la)  Reproduction costs incurred in making photocopies of documents shall be
reimbursed at $.25 per exposure.

2b)  All other costs, including but not limited to the cost of telephone calls,
telegrams, and shipping incurred in searching for and transporting data
pursuant to a request for confidential supervisory information shall be
reimbursed at actual costs.

b) The Director Commissioner may require a requester to remit payment prior to
providing the requested confidential supervisory information.

(Source: Amended at 30 I1l. Reg. 18990, effective December 1, 2006)
SUBPART R: PAYDAY LOANS

Section 1000.5000 Purpose and Scope

This Subpart applies to associations chartered or operating under the Illinois Savings and Loan
Act of 1985 [205 ILCS 105].

(Source: Added at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.5010 Definitions

"Payday Loan" or "loan" means a loan with a finance charge exceeding an annual
percentage rate of 36% and with a term that does not exceed 120 days, including
any transaction conducted via any medium whatsoever, including, but not limited
to, paper, facsimile, Internet or telephone, in which:

A lender accepts one or more checks dated on the date written and agrees
to hold them for a period of days before deposit or presentment, or accepts
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one or more checks dated subsequent to the date written and agrees to hold
them for deposit: or

A lender accepts one or more authorizations to debit a consumer's account;
or

A lender accepts an interest in a consumer's wages, including, but not
limited to, a wage assignment.

"PLRA" means the Payday Loan Reform Act [815 ILCS 122]. Associations are

expressly exempt from the provisions of the PLRA.

(Source: Added at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.5020 Applicability of Subpart

This Subpart shall apply only to payday loans made by an association. Products and services

offered by an association that are not offered by lenders governed by the PLRA shall not be

subject to this Subpart.

(Source: Added at 30 I1l. Reg. 18990, effective December 1, 2006)

Section 1000.5030 Issuance of Payday Loans

a) An association making a payday loan shall satisfactorily address all safety and

soundness considerations identified by the Division of Banking in its examination

and supervision of the association. Safety and soundness considerations include,

without limitation:

1

A

Risk-management practices for payday loan activities, particularly with
regard to concentrations of payday loans;

Capital adequacy, depending on the level and volatility of risk;

Allowance for loan losses to ensure the allowance is adequate to absorb
estimated credit losses within the payday loan portfolio;

Classification of payday loans, given the unsecured nature of the credit
and weakness of repayment capacity inherent in payday loans; and
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5) The establishment and maintenance of extension, deferral, renewal and
rewrite standards consistent with the PLRA.

b) In the event the Division of Banking determines the association's management of
safety and soundness risks relating to its payday loan portfolio is deficient, the
Division of Banking may initiate corrective enforcement action, as authorized
under the Illinois Savings and Loan Act of 1985.

(Source: Added at 30 I1l. Reg. 18990, effective December 1, 2006)
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Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
Amendment
New Section
New Section
New Section
New Section

06

Statutory Authority: Payday Loan Reform Act [§15ILCS 122] and Illinois Credit Union

Act [205 ILCS 305]

Effective Date of Amendments: December 1, 2006

Does this rulemaking contain an automatic repeal date? No
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7) Does this rulemaking contain incorporations by reference? No
8) A copy of the adopted amendments, including any material incorporated by reference, is on

file in the agency's principal office and is available for public inspection.

9) Date Notice of Proposal Published in Illinois Register: June 23, 2006; 30 Ill. Reg. 10772

10)  Has JCAR issued a Statement of Objection to these Amendments? No

11)  Differences between proposal and final version: Nonsubstantive changes were made.
Also, additional existing sections of this Part were added to this rulemaking for the purpose
of making nonsubstantive changes in the text consistent with the nonsubstantive changes
made in this rulemaking. Sections added for this purpose were Sections 1075.1855,
1075.1860, and 1075.1865.

12)  Have all the changes agreed upon by the agency and JCAR been made as indicated in the
agreement letter issued by JCAR? Yes

13)  Will these amendments replace any emergency amendments currently in effect? No

14)  Are there any amendments pending on this Part? No

15)  Summary and Purpose of Amendments: The Payday Loan Reform Act requires the
Department to promulgate regulatory standards that address a number of business practices
concerning payday loans. Makes numerous non-substantive changes, including changing
references throughout the entire Part from "Department" to "Division" to reflect the
consolidation of agencies into the Department of Financial and Professional Regulation and
the creation of the Division of Professional Regulation.

16)  Information and questions regarding this rulemaking shall be directed to:

Barb Smith 217/785-0813
Rules Coordinator Fax: 217/557-4451
Department of Financial and

Professional Regulation

320 West Washington Street, 3™ Floor

Springfield, Illinois 62786

The full text of the Adopted Amendments begins on the next page:
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TITLE 38: FINANCIAL INSTITUTIONS

CHAPTER II: DEPARTMENT OF FINANCIAL AND PROFESSIONAL
REGULATIONOEEICE-OE BANKS-ANDREALESTATE

PART 1075
SAVINGS BANK ACT

SUBPART A: FILINGS

Section

1075.100 Filings

1075.110 Conditions

1075.120 Examination Fees

1075.130 Supervisory Fees

1075.140 Adjusted Supervisory Fees

1075.141 Special Credit (Repealed)

1075.150 Withdrawal of Application or Other Filings

SUBPART B: DEFINITIONS

Section
1075.200 Definitions

SUBPART C: REPORTS

Section
1075.300 Contracts
1075.310 Financial Reports

SUBPART D: OPERATIONS

Section

1075.400 Capital Stock (Repealed)

1075.410 Minimum Capital Requirement

1075.415 Conflicting Federal Powers, Law and Regulations
1075.420 Advertising

1075.430 Maintenance of Records

1075.440 Business Plan

1075.450 Excess Insurance

1075.455 Vacancies in the Board of Directors
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1075.460 Bond of Officers, Organization Directors, Employees and Agents

1075.465 Indemnification of Officers, Organization Directors, Employees and Agents
1075.470 Deceptively Similar Names

1075.480 Manner of Display of Annual Meeting Notice

1075.490 Procedures for Exercise of Dissenters Rights

SUBPART E: INVESTMENTS

Section
1075.500 Prudent Person Rule
1075.505 Investment Underwriting Practice

1075.510 Discrimination and Redlining
1075.515 Loans Secured by Real Estate
1075.520 Construction Loans

1075.525 Mobile Home Financing (Repealed)
1075.530 Overdraft Loans

1075.535 Education Loans

1075.540 Vehicle/Automobile Loans
1075.545 Home Equity Loans

1075.550 Letter of Credit

1075.555 Other Investments

1075.560 Commercial Paper

1075.565 Financial Futures

1075.570 Financial Options

1075.575 Finance Leasing

1075.580 Suretyship

1075.585 Asset Reserves

1075.590 Asset Composition Test

SUBPART F: SERVICE CORPORATION AND OPERATING SUBSIDIARIES

Section

1075.600 Requirements

1075.610 Approval by the DirectorCemmisstoner

1075.620 Investment Limitations

1075.630 Investments by Service Corporations

1075.640 Ownership of Capital Stock of Service Corporation
1075.650 Prohibited Transactions

1075.660 Disclosure to Service Corporation

1075.670 Reporting Requirements
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1075.680 Audit Requirements
SUBPART G: RELOCATIONS AND BRANCHING

Section

1075.700 General

1075.705 Application

1075.710 Request for Preliminary Determination

1075.715 Public Notice and Inspection

1075.720 Protest

1075.725 Oral Argument

1075.730 Application for the Maintenance of Branch Office after Conversion,
Consolidation, Purchase of Assets or Merger

1075.735 Redesignation of Offices

1075.740 Termination of Operation and/or Closing of a Branch Office

1075.745 DivisionAgeney Offices

1075.750 Remote Drive-In and/or Remote Pedestrian Facilities

SUBPART H: CAPITAL NOTES AND DEBENTURES

Section

1075.800 Approval

1075.810 Conversion to Stock
1075.820 Priority of Claim

SUBPART I: ADMINISTRATIVE HEARING PROCEDURES

Section

1075.900 Applicability

1075.905 Definitions

1075.910 Early Neutral Evaluation
1075915 Conference Adjudicative Hearing
1075.920 Filing

1075.925 Form of Documents

1075.930 Computation of Time

1075.935 Appearances

1075.940 Notice of Hearing

1075.945 Service of the Notice of Hearing
1075.950 Motion and Answer

1075.955 Consolidation and Severance of Matters — Additional Parties
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1075.960
1075.965
1075.970
1075.975
1075.980
1075.985
1075.990
1075.995
1075.1000
1075.1005
1075.1010
1075.1015
1075.1020
1075.1025
1075.1030
1075.1035
1075.1040
1075.1045
1075.1050
1075.1055

Section

1075.1100
1075.1105
1075.1110
1075.1111
1075.1115
1075.1120
1075.1125
1075.1130
1075.1135
1075.1140
1075.1145
1075.1150
1075.1155
1075.1160
1075.1165
1075.1170

NOTICE OF ADOPTED AMENDMENTS

Intervention

Postponement or Continuance of Hearing

Authority of Hearing Officer

Bias or Disqualification of Hearing Officer

Prehearing Conferences

Discovery

Subpoenas

Conduct of the Hearing

Default

Evidence

Official Notice

Hostile Witnesses

Transcription of Proceedings

Briefs

Hearing Officer's Findings, Opinions and Recommendations
Order of the DirectorCommisstoner

Rehearings

Existing Statutory or DivisionAgeney Procedures and Practices
Costs of Hearing

Emergency Adjudication

SUBPART J: SAVINGS BANK HOLDING COMPANIES

Applicability

Definitions

Mutual Holding Company Reorganizations
Subsidiary Holding Company

Prohibition Against Approval of Certain Applications for Reorganization

Contents of Reorganization Plans
Capital Stock (Repealed)

Charter (Repealed)

Control (Repealed)

Eligible Account Holder (Repealed)
Eligibility Record Date (Repealed)
Employee (Repealed)

Equity Security (Repealed)
Insured Institution (Repealed)
Member (Repealed)

Net Worth (Repealed)

06
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1075.1175 Officer (Repealed)
1075.1180  Person (Repealed)
1075.1185 Qualifying Deposit (Repealed)
1075.1190 Sale (Repealed)
1075.1195 Security (Repealed)
1075.1200 Source Documents (Repealed)
1075.1205 Subsidiary (Repealed)
1075.1210  Liquidation Account and Proxies
1075.1215  Mutual Holding Company Ceasing to be a Depository Institution
1075.1220  Directors of a Mutual Holding Company
1075.1225 Stock Issuance Plan
1075.1230 Stock of a Subsidiary of a Mutual Holding Company
1075.1235  Stock Subsidiary Formation
1075.1240  Net Worth Maintenance Agreement (Repealed)
1075.1245  Members' Rights
1075.1250 Investment
1075.1255  Notice Requirement/Corrective Action
1075.1260 Insider Abuses
1075.1265  Determination of the Qualification and Condition of an Out-of-State Acquisition
1075.1270  Acquisition and Disposal of Subsidiaries
1075.1275 Dividend Limitations and Waivers
1075.1280 Officers and Organization Directors List
1075.1285 Access to Books and Records
1075.1290  Annual Audit Requirements
1075.1295 Maintenance of Records
1075.1300  Notice of Appointment of Independent Accountants
1075.1305  Holding Company Filing Fees (Repealed)
1075.1310  Holding Company Supervisory Fees
1075.1315 Examination Fees
1075.1320  Conditions
1075.1325  Manner of Payment
1075.1330 Conversion of Mutual Holding Companies

SUBPART K: CONVERSION OF AN EXISTING DEPOSITORY INSTITUTION

Section

1075.1400
1075.1405
1075.1410

INTO AN ILLINOIS SAVINGS BANK

Scope of Rules
Definitions
General Rules for Conversion Plan
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1075.1415
1075.1420
1075.1425
1075.1430
1075.1435
1075.1440
1075.1445
1075.1450

Section

1075.1500
1075.1510
1075.1520
1075.1530
1075.1540
1075.1550

NOTICE OF ADOPTED AMENDMENTS

Adopting and Filing of a Conversion Plan (Repealed)
Conversion Plan Requirements (Repealed)

Vote by Shareholders and Members (Repealed)
Issuance of Certificate of Approval

Final Approval of the Conversion

Powers of Resulting Savings Bank

Obligations of Resulting Savings Bank

Organization Directors of Resulting Savings Bank

SUBPART L: SUPERVISION

Sale of Offices; or Facilities-andEquipment
Purchase of Offices (Repealed)

Bridge Charters

Unsafe and Unsound Practices

Failure to Comply with Report of Examination
Publication

SUBPART M: REMOVALS, SUSPENSIONS AND INDUSTRY WIDE PROHIBITION

Section

1075.1600
1075.1610
1075.1620
1075.1630
1075.1640
1075.1650

Section
1075.1700
1075.1710

Section
1075.1800

Scope

Notice of Intention and Answer

Removal and Prohibition by Order

Suspension by Notice

Industry wide Prohibition

Unauthorized Participation of Convicted Individual

SUBPART N: ACQUISITION OF CONTROL OF A SAVINGS BANK

Acquisition of Control of a Savings Bank
Anti-Takeover Provisions

SUBPART O: CONVERSION OF MUTUAL SAVINGS BANK
TO CAPITAL STOCK SAVINGS BANK

Subpart Exclusive — Prohibition on Conversion Without Approval — Waiver of
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1075.1805
1075.1810
1075.1815
1075.1820
1075.1825
1075.1830
1075.1835
1075.1840

1075.1845

1075.1850
1075.1855
1075.1860

1075.1865
Amount

1075.1870
1075.1875
1075.1880
1075.1885
1075.1890
1075.1895
1075.1900

1075.1905
1075.1910
1075.1915
1075.1920
1075.1925
1075.1930
1075.1935

1075.1940
1075.1945
1075.1950
1075.1955
1075.1960
1075.1965

NOTICE OF ADOPTED AMENDMENTS

Requirements

Forms

Request of Noncompliance Requirements (Repealed)

Definitions

Prohibition on Approval of Certain Applications for Conversion

Requirements of Plan of Conversion

Issuance of Capital Stock — Price

Stock Purchase Subscription Rights — Eligible Account Holders

Stock Purchase Subscription Rights Received by Officers, Directors, and their
Associates — Subordination

Supplemental Share Purchase Subscription Rights — Supplemental Eligible
Account Holder — Conditions

Voting Members Who Are Not Eligible Account Holders

Sale of Shares Not Sold in Subscription Offering — Methods — Conditions
Uniform Sales Price of Shares Required — Application to Specify Arrangements
on Sale of Shares Not Sold in Subscription Offering

Savings Account Holder to Receive Withdrawable Savings AccountsAecount(s) —

Liquidation Account — Establishment and Maintenance Required
Establishment of Eligibility Record Date Required

Voting Rights

Amendment and Termination of Plan of Conversion

Restriction on Sale of Shares of Stock by Directors and Officers
Conditions on Shares of Stock Subject to Restriction on Sale

Registration of Securities — Marketing of Securities — Listing of Shares on
Securities Exchange or NASDAQ Quotation System

Reasonable Expenses Required

Employee Stock Benefit Plan — Priority

Employee Stock Benefit Plan — Contributions

Plan of Conversion — Prohibited Provisions

Optional Provisions in Plan of Conversion

Approval of Other Provisions

Amount of Qualifying Deposit of Eligible Account Holder or Supplemental
Eligible Account Holder

Liquidation Account — Establishment Required — Amount — Function
Liquidation Account — Maintenance Required — Subaccounts

Liquidation Account — Distribution Upon Complete Liquidation
Liquidation Account — Determination of Subaccount Balances

Reduction of Subaccount Balance

Converted Savings Bank Prohibited from Repurchasing its Stock Without
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1075.1970
1075.1975
1075.1980
1075.1985
1075.1990
1075.1995
1075.2000
1075.2005

1075.2010
1075.2015
1075.2020
1075.2025
1075.2030
1075.2035
1075.2040
1075.2045
1075.2050
1075.2055

1075.2060
1075.2065
1075.2070
1075.2075
1075.2080
1075.2085
1075.2090
1075.2095
1075.2100
1075.2105
1075.2110
1075.2115
1075.2120
1075.2125

1075.2130
1075.2135
1075.2140

NOTICE OF ADOPTED AMENDMENTS

Approval

Limitation on Cash Dividends

Dividends on Preferred Stock

Prohibitions on Offer, Sale, or Purchase of Securities

Acquisitions of Control of a Converted Savings Bank

Articles of Incorporation — Restrictions Permitted

Confidentiality of Consideration to Convert — Remedial Measures for Breach
Public Statement Authorized

Adoption of Plan of Conversion — Notice to and Inspection by Account Holders —
Statement and Letter — Press Release Authorized

Statement, Letter and Press Release — Content Permitted

Statement, Letter and Press Release — Contents Prohibited — Inquiries

Notices of Filing of Application — Requests for Subscription Offering Circular
Filing of Notice and Affidavit of Publication Required

Application Available for Public Inspection — Confidential Information
Solicitation of Proxies; Proxy Statements

Vote by Members

Offers and Sales of Securities — Prohibitions

Distribution of Offering Circulars Authorized

Preliminary Offering Circular for Subscription Offering — Estimated Subscription
Price Range Required

Review of Price Information by the DirectorCemmaisstoner

Underwriting Commission

Consideration of Pricing Information by the DirectorCemmisstoner — Guidelines
Submission of Information by Applicant

Subscription Offering — Distribution of Order Forms for the Purchase of Shares
Order Forms — Final Offering Circular and Detailed Instructions

Subscription Price

Order Form — Contents

Order Form — Additional Provision Authorized — Payment by Withdrawal

Time Period for Completion of Sale of all Shares of Capital Stock

Continuity of Corporate Existence

Application to Furnish Information

Additional Filing Requirements

Availability for Conferences in Advance of Filing of Application — Refusal of
Prefiling Review

Appeal from Refusal to Approve Application

Postconversion Reports

Certain Agreement to Transfer and Transfers of Ownership in Rights or Securities
Prohibited
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1075.2145
1075.2150
1075.2155
1075.2160

1075.2165

1075.2170

1075.2175

1075.2200
1075.2210
1075.2220
1075.2230
1075.2240
1075.2300
1075.2310
1075.2320
1075.2330
1075.2340
1075.2350
1075.2360
1075.2370
1075.2380
1075.2390
1075.2400
1075.2410
1075.2420
1075.2430
1075.2440
1075.2450
1075.2460
1075.2500
1075.2510

1075.2520
1075.2530

NOTICE OF ADOPTED AMENDMENTS

Certain Offers and Announcements on Securities Prohibited

Certain Offers and Acquisitions Prohibited

Definitions — Certain Transfers, Offers and Acquisitions Prohibited
Amendments to Charter Required in Application — Articles of Incorporation —
Filing of Certificate Required — Contents — Issuance and Filing of Authorization
Certificate

Conversion Incident to Acquisition by Savings Bank Holding Company or
Merger or Consolidation with Savings Bank Holding Company Subsidiary —
Restriction on Sale of Shares of Stock by Directors and Officers

Sale of Control in Connection with the Conversion of a Mutual Savings Bank to
Capital Stock Savings Bank — Undercapitalized Mutual Savings Bank
Conversion of a Savings Bank in Connection with the Formation of a Holding
Company

Application — Application Requirements

Application — Filing the Application and Fees

Application — Preparing the Application

Application — Application Contents

Application — Application Exhibits

Proxy Statement — Information Required in Conversion Proxy Statement
Proxy Statement — Notice of Meeting

Proxy Statement — Revocability of Proxy

Proxy Statement — Persons Making the Solicitations

Proxy Statement — Voting Rights and Vote Required for Approval

Proxy Statement — Directors and Executive Officers

Proxy Statement — Management Remuneration

Proxy Statement — Business of the Applicant

Proxy Statement — Description of the Plan of Conversion

Proxy Statement — Description of Capital Stock

Proxy Statement — Capitalization

Proxy Statement — Use of New Capital

Proxy Statement — New Charter, Bylaws, or Other Documents

Proxy Statement — Other Matters

Proxy Statement — Financial Statements

Proxy Statement — Consents of Experts and Reports

Proxy Statement — Attachments

Offering Circular

Offering Circular — Certain Manner of Presentation of Required Information
Prohibited

Offering Circular — Certain Named Persons — Filing of Written Consent Required
Offering Circular — Information Required
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1075.2540
1075.2550
1075.2560
1075.2570
1075.2580

Section

1075.3000
1075.3100
1075.3150
1075.3200
1075.3225
1075.3250
1075.3300
1075.3325
1075.3350
1075.3400
1075.3450
1075.3500
1075.3550
1075.3600
1075.3650
1075.3700
1075.3750

NOTICE OF ADOPTED AMENDMENTS

Offering Circular — Additional Current Information Required

Offering Circular — Statement Required in Offering Circulars

Offering Circular — Preliminary Offering Circular

Offering Circular — Information with Respect to Exercise of Subscription Rights
Offering Circular — Information with Respect to Public Offering or Direct
Community Offering

SUBPART P: HIGH RISK HOME LOANS

Definitions

Ability to Repay

Verification of Ability to Pay Loan

Fraudulent or Deceptive Practices

Prepayment Penalty

Pre-paid Insurance Products and Warranties
Refinancing Prohibited in Certain Cases

Balloon Payments

Financing of Certain Points and Fees

Payments to Contractors

Negative Amortization

Negative Equity

Counseling Prior to Perfecting Foreclosure Proceedings
Mortgage Awareness Program

Report of Default and Foreclosure Rates on Conventional Loans
Director'sCemmissioner's Review and Analysis

Third Party Review of High Risk Home Loans

SUBPART Q: DISCLOSURE OF CONFIDENTIONAL SUPERVISORY INFORMATION

Section

1075.4010
1075.4020
1075.4030
1075.4040
1075.4050
1075.4060
1075.4070

1075.4080

Definitions

Purpose and Scope

Requests for Confidential Supervisory Information

Where to Submit a Request

Consideration of Requests

Disclosure of Confidential Supervisory Information

Retrieval and Destruction of Previously Disclosed Confidential Supervisory
Information Used in Litigation

Fees for Services

19083
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SUBPART R: PAYDAY LOANS

Section

1075.5000 Purpose and Scope

1075.5010 Definitions

1075.5020 Applicability of Rule

1075.5030 [ssuance of Payday Loans by Savings Banks

1075.APPENDIX A Estimated Monthly Income and Expenses Worksheet
1075.APPENDIX B Mortgage Ratio Worksheet

AUTHORITY: Implementing and authorized by the Savings Bank Act [205 ILCS 205].

SOURCE: Emergency Rules adopted at 14 Ill. Reg. 15029, effective September 4, 1990, for a
maximum of 150 days; adopted at 15 Ill. Reg. 1916, effective January 25, 1991; amended at 16
I1l. Reg. 4891, effective March 16, 1992; amended at 17 Ill. Reg. 8894, effective June 7, 1993;
expedited correction at 17 I1l. Reg. 18223, effective June 7, 1993; emergency amendment
adopted at 18 Ill. Reg. 7016, effective April 22, 1994, for a maximum of 150 days; amended at
18 I1l. Reg. 15094, effective September 26, 1994; emergency amendment at 19 Ill. Reg. 10277,
effective June 29, 1995, for a maximum of 150 days; amended at 19 Ill. Reg. 15474, effective
October 31, 1995; recodified from Chapter VIII, Commissioner of Savings and Residential
Finance, to Chapter II, Office of Banks and Real Estate, pursuant to PA 89-508, at 20 I1l. Reg.
12645; amended at 22 I1l. Reg. 6719, effective March 30, 1998; amended at 24 Ill. Reg. 73,
effective January 1, 2000; emergency amendment at 24 Ill. Reg. 6986, effective April 24, 2000,
for a maximum of 150 days; emergency expired on September 20, 2000; amended at 24 I11. Reg.
15026, effective September 26, 2000; emergency amendment at 24 Ill. Reg. 19331, effective
December 15, 2000, for a maximum of 150 days; emergency amendment repealed at 25 I1l. Reg.
3698, effective January 30, 2001, in response to an objection of the Joint Committee on
Administrative Rules at 25 Ill. Reg 1858; amended at 25 I1l. Reg. 6197, effective May 17, 2001,
amended at 26 I1l. Reg. 13483, effective September 13, 2002; emergency amendment at 27 Ill.
Reg. 16043, effective September 29, 2003, for a maximum of 150 days; emergency amendments
suspended at 27 Ill. Reg. 18485, effective November 18, 2003; emergency suspension withdrawn
at 28 Ill. Reg. 409, effective December 16, 2003; emergency repealed at 28 I1l. Reg. 427,
effective December 16, 2003, in response to the objection and suspension of the Joint Committee
on Administrative Rules; amended at 28 I1l. Reg. 807, effective December 29, 2003; amended at
28 I1l. Reg. 7285, effective May 7, 2004; amended at 30 I1l. Reg. 19068, effective December 1,
2006.

SUBPART A: FILINGS
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Section 1075.100 Filings

Filings pertaining to matters named hereafter shall be subject to the indicated fee pursuant to the
Savings Bank Act (“the Act") [205 ILCS 205]. Such fee or fees shall be paid at the Department
of Financial and Professional Regulation-Division of Banking Office-ofBanks-and Real Estate
(Division) at the time of filing. Payment shall be by check, draft or money order made payable to
the DHL}S-}GHDCDaI‘tmGHt of Financial and Professional Regulation (Department)O+fice-of Banks

a)  Permit to Organize

(Section 3001 of the ACt)...c..cooeriiriiiieiiiiciieeccecceeee $ 1,000
b)  Merger
(Section 8005 0f the ACt)...c..coverierienieiiiicneeececeeeeeee $ 1,000

c) Sale of Assets
(Section 8010 0f the ACt).....cceoviieeiieeieeeee e $ 1,000

d)  Amendment to Articles of Incorporation
Providingpreviding for the Issuance of Permanent
Reserve Shares
(Section 5004 of the Act) (Section 1075.400 of this Part) ....... $ 1,000

e)  Conversion from Savings Bank Charter to any Federal

Charter

(Section 8001 of the ACt).....ccecviieciieeieeeee e One (H-times the
last total annual
Supervisory Fee
calculated and
assessed against the
Savings Bank as set
forth in Section
1075.130(a) and (b).
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h)

)
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Hearing or Oral Argument — each applicant

requesting a hearing or oral argument and/or

each objector requesting a hearing or oral

argument and/or each adversary participating in a

hearing or oral argument (Section 9018 of the

Act)

(Sections 1075.725 and 1075.900 of this Part)...........c...c......... $ 500
Each applicant requesting a hearing or oral argument and/or
each objector requesting a hearing or oral argument and/or
each adversary participating in a hearing or oral argument
shall bear its pro rata share of all expense incurred in said
proceedings.

Application for Subsidiary Acquisition Fee

(Section 2004 0f the ACt)....coecueevieieereeeeeeeeeeeceeeeee e $ 250
Conversion from Mutual to Capital Stock Form of

Ownership

(Section 5004 of the Act) (Subpart O of this Part).................... $10,000

Acquisition of Control of a Savings Bank
(SectionsSeetion 5002, 5004 and 5006 of the
Act) (Subpart N of this Part)........c.cceeeerieniniieieieeeieieee § 500

Photocopy and Duplication Fees

1) Photocopies (Per PAE) ...veevveeeveeneeeeiienieeiieeie e $§ 25
2) Savings Bank Act (bound edition)...........cccecueereennnenne. $ 25
3) Rules (bound edition) ..........cccceveeveeerieeieeerieeieeeiee e $ 25
4) Annual Report (additional copies).......c.cceeveeevieeneennnen. $ 25
5) Mailing Labels $§ 35

Holding Company Registration Fee
(Section 2002 0f the ACt)....cccueeriiiiiiiniiiiieieeeeceeeseeeee $ 1,000

06
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1) Application for Subsidiary Acquisition Fee, Illinois Savings
Bank Holding Company
(Section 2004 of the ACt)......ccoviieeiieeiieeee e $ 250

m)  The following fees apply to mutual holding company
transactions:

1y

2)

3)

4)

Mutual Holding Company Reorganization with

resulting savings bank stock offered to party other

than the mutual holding company

(Section 2007 of the ACt)....cccveeevieeeriieeiee e $10,000

Mutual Holding Company Reorganization with no

resulting savings bank stock offered to any party

except the mutual holding company

(Section 2007 of the ACt)....cccveeeevieeiiieeiieeee e $ 3.000

Subsequent Offerings:

A) First offeringOffering of resulting savings
bankSawvingsBank stock to a party other
than the mutual holding companyMwutual
Helding Company after reorganization
described in subsection (m)(2) of this
SECHION .o $ 7,000

B) All other offeringsOfferings to a party
other than the mutual holding

companyMutual- Helding Company .............. $ 1,000

Conversion of Mutual Holding Company to Stock
Holding Company
(Section 2007 of the ACt)....cccuveeeveeeriieeieeeee e $10,000

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.110 Conditions

06

a) No submission subject to a fee shall be considered complete without the stipulated

fee.
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The fee shall be non-refundable regardless of the subsequent action with respect
to the submission.

The may waive the payment of the applicable fee
otherwise required by this Section and Section 1075.100 of this Part when:

1) the determines that the respective merger or bulk
sale of assets avoids the need for the to take
custody of the respective savings bank pursuant to Section 10001 of the
Act; or

2) the establishment of a branch office is at the location of the home office of
the savings bank which ceases to exist as the result of a merger or bulk
sale of assets which avoids the need for the to take
custody of the respective savings bank pursuant to Section 10001 of the
Act; or

3) the termination of operation and closing of a branch office pertains to a
branch office of a savings bank which ceases to exist as the result of a
merger or bulk sale of assets which avoids the need for the

to take custody of the respective savings bank pursuant to
Section 10001 of the Act and the closing of the respective branch office is
a condition stipulated in the plan of the respective merger or bulk sale of
assets.

Should a person desire to submit any information it considers to be of a
confidential nature as part of a submission, such information shall be separately
bound and labeled in capital letters, "CONFIDENTIAL", and a statement shall be
submitted with the bound copy briefly setting forth the grounds on which such
information should be treated as confidential. Only general reference need be
made of that "CONFIDENTIAL" portion in the portion of the submission that the
applicant considers not to be confidential. If any material has been granted
confidential treatment under State or federal law or by a government agency or a
court, those circumstances should be described. All materials filed are available
for inspection, except for portions that are bound and labeled in capital letters,
"CONFIDENTIAL", and that the determines to hold from
public availability because of their confidential nature. The

determination to hold material from public inspection shall be
based on considerations of safety and soundness of the applicant, the propriety
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nature of the material, privacy of the applicants or their directors,
officers, employees or customers, or on the treatment of the material by other
government agencies or by the courts. The will not permit
public inspection or copying of any material that is or would be confidential under
State or federal law. The will advise the party filing the
submission of any decision to make available to the public information labeled in
capital letters, "CONFIDENTIAL". It should be understood that it may be
necessary for the to release materials previously given
confidential treatment. It should be further understood that even though parts of
the submission are considered confidential as far as public inspection is

concerned, the may comment on the confidential portions
of submissions, without prior notice, in any public statement in connection with
the decision on the submission.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.120 Examination Fees

a)

b)

Time expended in the conduct of any examination of the affairs of any savings
bank or service corporation pursuant to Section 9004 of theFhe Act or applicable
service corporation undertakings, respectively, shall be billed by the

at a rate of $70 per examiner hour. TheSueh fee shall be billed
within ferty—five(45) days following completion of the respective examination.

When out-of-state travel occurs in the conduct of any examination, the savings
bank or service corporation will be billed for expenses incurred in the
performance of duties. Billings for such expense shall not exceed amounts
authorized pursuant to the travel regulations of the Department of Central
Management Services/Governor's Travel Control Board (80 Ill. Adm. Code
2800). Whenln-the-situation-where examination procedures are performed at out-
of-state locations, the examination fee of $70 per hour plus travel, lodging and per
diem shall be assessed. Additionally, travel time shall be billed at the examination
rate of $70 per hour.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.130 Supervisory Fees

a)

The shall receive, and there shall be paid to the
by each savings bank and each service corporation
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operating under the Act, a fixed fee of $600, plus a variable fee based on the total
assets of each savings bank and each service corporation as shown on the
financial report filed with the for the reporting period of
the prior calendar year ended December 31, 1999 and every year thereafter
according to the following schedule:

28.82¢ per $1,000 of the first $2,000,000 of total assets,

26.2¢ per $1,000 of the next $3,000,000 of total assets,
23.58¢ per $1,000 of the next $5,000,000 of total assets,
19.65¢ per $1,000 of the next $15,000,000 of total assets,
17.03¢ per $1,000 of the next $25,000,000 of total assets,
14.41¢ per $1,000 of the next $50,000,000 of total assets,
11.79¢ per $1,000 of the next $400,000,000 of total assets,
7.86¢ per $1,000 of the next $500,000,000 of total assets, and

5.24¢ per $1,000 of all total assets in excess of $1,000,000,000 of such
savings bank or service corporation.

Whenln-the-situation-where service corporations and/or finance subsidiaries are
owned by the savings bank, the owned assets may be consolidated with the assets
of the savings bank for calculation of this fee. If the finance subsidiary is not
active and is in the form of a Collateralized Mortgage Obligation or a similar
vehicle (Mortgage Backed Securities, Real Estate Mortgage Income Certificates,
and other securitized debt instruments), the shall waive
that portion of the fee attributed to the finance subsidiary.

The shall receive and there shall be paid to the by
eaeh-Each savings bank shall pay to the Department a fee of $600 for each
approved branch office or facility office established under Subpart G of this Part.
The determination of such fees shall be made annually as of the close of business
of the prior calendar year ended December 31.

One fourth of the sum of the supervisory fee so determined shall be remitted as
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billed by the . Such fees shall be for the respective current

year. Fees payable for the third and fourth calendar quarters of 2003 shall be
recalculated using total assets as of December 31, 2002, and the amended fees
provided in subsections (a) and (b) of this Section. One fourth of the sum of the
supervisory fee determinded based on the amended fee schedule shall be remitted
as billed for the third and fourth calendar quarters of 2003.

Subject to the requirements of subsection (c¢) of this Section for the third and
fourth quarters of 2003, supervisory fees shall be determined by the

following the close of the respective calendar year;
however, the dates of billings shall not prejudice the validity of an invoice for any
such fees billed at a later date.

In the event the state charter is converted or otherwise surrendered during the
year, the shall determine the supervisory fee based on the
total assets of the savings bank as of the month-end immediately preceding the
cancellation of the state charter, except that the measurement date may be another
date at the discretion of the in the event a savings bank
elects to liquidate. In determining whether to set another measurement date, the

shall consider the following elements: whether the
savings bank is undergoing a planned liquidation (where a savings bank elects to
not continue operations), or, the savings bank has transferred significant assets
(more than .5%?-eftpereent of the total assets at the previous measurement
date).

The may waive part of the first annual supervisory fee
specified under subsection (a) , for a savings and loan association that has
paid the fee for conversion to federal charter as required under the rules
promulgated pursuant to the Illinois Savings and Loan Act of 1985 (38 Ill. Adm.
Code 400.110(b)). Such waiver, if any is granted, shall be in accordance with the
following schedule:

1) for conversions that were completed less than twelve months but greater
than six months before the issuance of a savings bank charter, 25%
pereent-may be waived; and

2) for conversions that were completed less than six months before the
issuance of a savings bank charter, 50%-pereent may be waived.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
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Section 1075.140 Adjusted Supervisory Fees
a) e —shall-receive-and-thereThere shall be paid to the
Department an additional fee as an adjustment to the supervisory

fee specified in Section 1075.130 of this Part, to be based upon the difference
between the total assets of each savings bank and each service corporation as
shown by its financial report filed with the for the
reporting period of the calendar year ended December 31 on which the
supervisory fee was based, and the total assets of each savings bank and each
service corporation as shown by its financial report filed with the

for the reporting period of the calendar year ended
December 31 in which the quarterly payments referred to in Section 1075.130 of
this Part are made according to the following schedule:

28.82¢ per $1,000 of the first $2,000,000 of total assets,
26.2¢ per $1,000 of the next $3,000,000 of total assets,
23.58¢ per $1,000 of the next $5,000,000 of total assets,
19.65¢ per $1,000 of the next $15,000,000 of total assets,
17.03¢ per $1,000 of the next $25,000,000 of total assets,
14.41¢ per $1,000 of the next $50,000,000 of total assets,
11.79¢ per $1,000 of the next $400,000,000 of total assets,
7.86¢ per $1,000 of the next $500,000,000 of total assets, and

5.24¢ per $1,000 of all total assets in excess of $1,000,000,000 of thesueh
savings bank or service corporation.

In the situation where service corporations and/or finance subsidiaries are owned
by the savings bank, the owned assets may be consolidated with the assets of the
savings bank for calculation of this fee. If the finance subsidiary is not active and
is in the form of a Collateralized Mortgage Obligation or a similar vehicle, the

shall waive that portion of the fee attributed to the finance
subsidiary.
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b) Adjusted supervisory fees shall be remitted as billed by the
| . In the event the total assets of each savings bank and each
service corporation as reported on the earlier financial report are more than the
| total assets as reported on the later annual report, the shall
credit the next quarterly remittance of the supervisory fee in the same proportion.

‘ C) In the event the Statestate charter is converted or otherwise surrendered during the
year, the shall determine the supervisory fee based on the
total assets of the savings bank as of the month-end immediately preceding the

| cancellation of the Statestate charter, except that the measurement date may be
another date at the discretion of the in the event a savings
bank elects to liquidate. In determining whether to set another measurement date,

| the shall consider the following elements: whether the
savings bank is undergoing a planned liquidation (where a savings bank elects to
not continue operations); or, the savings bank has transferred significant assets

| (more than .5%%-ef1pereent of the total assets at the previous measurement
date).

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.150 Withdrawal of Applications or Other Filings
a) Unless otherwise specified in the Savings Bank Act [205 ILCS 205] or this Part,

an application or other filing submitted under the Savings Bank Act or this Part
shall be deemed withdrawn if the person making the filing fails to respond within

| 120 days after a request by the for additional documents
or information related to the filing. All withdrawn applications or other filings
| shall be terminated and shall be ineffective. The may

agree to extend the time in which the application or other filing shall be deemed
withdrawn unless the Savings Bank Act or this Part requires otherwise.

b) Notwithstanding subsection (a) of this Section, applications or other filings
submitted on or before September 15, 2002 shall not be deemed withdrawn unless
the person making the filings fails to respond within 120 days after that date to a

| request by the for additional documents or information
related to the filing.
| C) Nothing in this Section requires the to reissue requests for

additional documents or information made prior to September 15, 2002.
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(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
SUBPART B: DEFINITIONS
Section 1075.200 Definitions
Words or terms that are defined in the Act shall retain the same meaning when used in this Part.
"ActAETF" means the Savings Bank Act [205 ILCS 205].

"CompanyCOMPANY" means any corporation, partnership, business trust,
association, or similar organization, or any other trust unless by its terms it must
terminate within 25 years or not later than 21 years and 10 months after the death
of individuals living on the effective date of the trust, but shall not include any
corporation the majority of the shares of which are owned by the United States or
by any state.

"Controlling InterestCONTROEEING-HINTEREST" means a person, or company
has a controlling interest in a proposed savings bank, a lender, or a company, if
the person, or company:

directly or indirectly or acting through one or more other persons or
companies owns, controls, or has power to vote 25%-pereent or more of
any class of voting securities at the proposed savings bank, lender, or
company; or

controls in any manner the election of the majority of the directors or
trustees of the proposed savings bank, lender, or company; or

the determines, after a hearing, that the company
directly or indirectly exercises a controlling influence over the
management policies of the proposed savings bank, lender, or company; or

directly or indirectly, or acting through one or more other persons or
companies, owns, controls, or has power to vote 25%-pereent or more of
any class of securities that invests the owner, controller, or voter with the
right to vote to approve or disapprove of voluntary corporate changes and
amendment of the Articles of Incorporation and bylaws.
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"Department" means the Department of Financial and Professional Regulation.

"Director" means the Director of the Department of Financial and Professional
Regulation-Division of Banking.

"Division" means the Department of Financial and Professional Regulation-
Division of Banking.

"LenderEENDER" means a secured or unsecured creditor or creditors named as
such in the debt obligation and documents; creating any security interest.

"Organization Director" means any person defined as a Director by Section
1007.55 of the Act.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

SUBPART C: REPORTS

Section 1075.300 Contracts

a)

Except employment contracts, loans on savings accounts, or contracts with
consideration of less than $25,000, a savings bank shall file with the
DirectorCemmissioner, within 10 days after the contract's execution, a copy of
any contract with the following:

1) any person owning 10%-pereent or more of the outstanding shares of stock
of the savings bank, if that savings bank issues stock;

2) any organization director, officer, employee, agent, or attorney of the
savings bank;

3) any representative, partner or immediate relative of an officer,
organization director or 10%-pereent shareholder of the savings bank or
savings bank holding company;

4) any corporation in which any of the abevepersons listed in this subsection
have a 10%-pereent interest; or

5) any trust in which any of the above-persons listed in this subsection has an
interest.
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b) Any savings bank knowingly entering into a contract with a director,

officer, or a 10%-pereent or more shareholder of any other financial institution
either directly or with a corporation or trust in which thesueh

director, officer, or 10%-pereent or more shareholder owns 10%-pereent or more
of the voting stock of that corporation, or has a beneficial interest in that trust,
shall file with the a copy of the contract within 10 days
after its execution.

C) Every contract entered into by a savings bank of a kind or nature stated in
subsection (a) or (b) shall be approved by the board of directors of that savings
bank, and that approval shall be reflected in the minutes of the meeting of the
board of directors and kept on file at the savings bank.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.310 Financial Reports

Each savings bank shall file quarterly financial reports on-saeh forms as-are-prescribed by the

. Such reports shall be delivered to the by the last
day of the month following the quarter end for which the report applies. Any savings bank that
fails to submit required reports in the time prescribed by this Section shall be subject to fine as
provided for in the Act.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
SUBPART D: OPERATIONS
Section 1075.410 Minimum Capital Requirement

a) The may establish a minimum capital level for a savings
bank at such amount or at such ratio of capital-to-assets as the
determines to be necessary or appropriate in consideration
of the circumstances of the savings bank.

b) For a financial institution applying to convert to a savings bank charter, the
may accept as being in full compliance with Section 5001
of theFhe Act a financial institution with less than the minimum capital required
in Section 5001therein if the financial institution has an approved capital plan
under the Financial Institutions Reform, Recovery and Enforcement Act of 1989
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(12 1464(5)(s)(5)), and the finds that the

financial institution is otherwise being operated in a safe and sound manner. The
Director'sSueh determination shall be made after review of financial reports and
statements, reports of examination and other saeh-information as the

shall consider necessary for making a determination that
the financial institution is being operated in a safe and sound manner.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.430 Maintenance of Records

To enable the

to examine a savings bank, holding company, service

corporation or affiliate of a savings bank pursuant to Section 9004 of the Act, each savings bank
shall establish and maintain accounting and other records of all business transacted, and the
documents, files and other material comprising such records shall at all times be available for
examination wherever any of such files, documents or materials may be. At a minimum, a
savings bank and service corporations shall establish and maintain the following records.

a)

b)

Disbursement Records

A savings bank's funds shall be disbursed in accordance with a resolution adopted
by the board of directors and reviewed at least annually. Each disbursement shall
be documented to show the date, the amount and the purpose of the disbursement
and the names of the person or persons or other entities receiving such
disbursements whether paid directly, indirectly or through an escrow.

Record Retention

1) Before approving any loan or issuing any commitment, a savings bank
shall determine that every person that proposes to become liable to the
savings bank has the financial ability to service the proposed debt. The
procedure for determining the financial capacity of every person that
proposes to become liable to the savings bank shall be in accordance with
procedures adopted by the board of directors and reviewed at least
annually. Thereafter, a savings bank shall retain the application and other
documentation supporting each loan, as well as the complete servicing
record, as part of the records of the savings bank throughout the duration
of the savings bank's investment in the respective loan.

2) A savings bank shall retain each rejected loan application and the
information in support thereof for a period of thirty-six (36) months
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following such rejection.

The savings bankSavingsBank shall:

1) require every borrower that is:

A) a trust to provide a certification by the trustee listing the current
beneficiaries of the trust;

B) a corporation to provide a certification by the corporate secretary
listing the names and percentage of ownership of all 10%-pereent
or more shareholders; and

@) a partnership to provide a certified list of partners.

2) retain such documents as a part of the savings bank's records and that shall
be maintained throughout the duration of the savings bank's investment in
the respective loan.

Loan Registers

1) A savings bank shall maintain one or more loan registers which shall
contain the original entry and be a permanent record, and shall show for
every loan the account number, date of the loan, amount of the loan, name
of the borrower, nature of security by types, the amount of fees, the
amount of the note, including precomputed loans, rate of interest, the term
of the loan, and such other information as desired by the savings bank.

2) All loan registers shall be kept numerically by number of loans in order
made.

Loans Secured byBy Real Estate

1) An application for the loan, signed by the borrower or its agent, in such
form and containing sueh-information as will disclose the purpose for the
loan, that is construction, purchase, refinancing, and the identity of any
security property.

2) A note evidencing the borrower's debt to repay the amount of the loan,
executed by the borrower or its agent.
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3) A copy of the deed of trust or mortgage instrument on the real estate or

other document customarily used in the jurisdiction in which the real
estate security is located, evidencing the creation of a security interest in
the real estate for the benefit of the lender, which deed of trust, mortgage
instrument, or other document has been signed by the borrower or the
borrower's agent; and, if the loan is made to finance the purchase of the
real estate security for the loan, a signed statement by the borrower or its
agent, as part of or as an attachment to the application for the loan,
disclosing the purchase price of such real estate security.

4) One or more written appraisal reports, prepared at the request of the lender
or its agent and for the lender's use, and signed before the approval of
thesueh application (except in the case of an approval conditioned upon
obtaining an appraisal) or, if thesuek loan is an insured loan or a
guaranteed loan, a certification of the valuation assigned to real estate
security by the appraiser accepted by the insuring or guaranteeing agency
and furnished to the lender by thesuehk agency. Loans of less than
$250,000 may be supported by estimates of value other than an appraisal,
such as in-house appraisals and valuations, previous appraisals, tax
assessments, tax assessment valuations, and insurance evaluations.

5) Documentation showing the financial ability of the borrower to repay the
loan, or a written credit report prepared by the savings bank or by others at
the request of the savings bank.

6) Documentation showing when and by whom thesueh loan was approved
and any terms of thesueh approval.

7) Documentation showing the date, amount, purpose, the recipient of every
disbursement of the proceeds of thesueh loan, and to the best of the
lender's knowledge, any actual recipient of any proceeds when the stated
recipient is acting as an agent or intermediary for another.

8) An opinion signed by the lender's attorney, a title insurance policy, or
other documentary evidence customarily used in the jurisdiction in which
the real estate security is located, affirming the quality and validity of the
lender's lien on the real estate security for the loan.

9) Documentation showing that the savings bank, upon the closing of the
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loan, furnished to the borrower, a loan settlement statement setting forth in
detail the charges or fees the borrower has paid or is obligated to pay to
such savings bank or to any other concern or person in connection with the
loan, which documentation shall include a copy of the loan settlement
statement.

10) A record showing the status and current payment of taxes, assessments,
insurance premiums, other charges on the security for the loan, and
documenting any loss incurred on the loan security, as well as any
amounts recovered pursuant to an insurance settlement of thesueh loss.

11) Documentation evidencing any modifications of the original documents by
which a security interest for the benefit of the lender was created, showing
appropriate approval of each party to thesaeh modification.

12) Documentation evidencing any release of any portion of the collateral
pledged to secure the loan, showing the portion of the collateral released,
the consideration, if any, paid to effect thesueh release, and a record of the
appropriate approval of each sueh-release.

Loans Not Secured byBy Real Estate

The records with respect to each unsecured loan or loan not secured by real estate
that the savings bank makes shall include the documents referred to in subsection
(g) that whieh are relevant to the loan. If the loan is secured by collateral
other than real estate, the lender's records also shall include documents evidencing
the creation and perfection of a security interest in the collateral, including any
financing statement. In addition, if the loan is made to a business entity, the
records shall include documentation showing whether the obligor on the loan can
generate sufficient cash flow to meet scheduled interest and debt reduction
payments, and if not sufficient, the records shall include documentation
demonstrating the anticipated source of the borrower's payments.

Transfer of Records

A savings bank shall not transfer the location of any of its general accounting or

control records from its home office to a branch or other office, or from a branch
or other office to its home office or to another branch or office unless the savings
bank has sent prior written notice of thesueh transfer to the

Data Processing
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1) A savings bank thatwhieh maintains it records by a data processing service
shall, before establishing such service, notify the in

writing. TheSueh notice shall be delivered at least 90 days before the date
on which thesteh maintenance of records will begin. TheSuek notification
shall include identification of the records to be maintained by data
processing services and a statement as to the location at which thesueh
information will be maintained. Any contract shall expressly provide that
the records to be maintained by thesueh services shall at all times be
available for examination by the

2) A savings bank's data processing service center shall provide, annually, a
copy of the third party audit review, if performed.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.440 Business Plan

a)

b)

All savings banks whose operations are considered unsafe or unsound by the

pursuant to the Act or who have total capital less than the
amount required under Section 5007 of theThe Act, or any condition thatwhieh
would endanger the ongoing viability of the savings bank, shall develop a
business plan and have the same available for review by the examiners. The
period covered by the business plan shall not be less than one (}H-year, but may be
for any greater number of periods that the may require.
Each sueh-plan shall contain the following:

1) introduction;

2) mission statement;

3) corporate objectives;

4) corporate strategies; and

5) financial projections for the period covered by the business plan.

The savings bank's business plan shall be reviewed to determine its continued
viability in accordance with current economic conditions and approved or revised,
as determined by the board of directors, at least annually.
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(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.450 Excess Insurance

a)

b)

Section 1005 of theFhe Act allows savings banks to secure deposit insurance in
excess of the amounts available under federally sponsored programs. TheSueh
excess insurance may be obtained only through an entity authorized to do
business in this State and which is under the regulation of the DivisionHineis
Department-of- Insuranee. Providers of excess insurance must be preapproved by
the DirectorCommissioner. Each approved insurer shall be found to be financially
sound and to employ approved actuarial practices.

Before entering into an agreement to obtain excess insurance a savings bank must
notify the DirectorCommissioner of its intent. TheSueh notice shall include a
copy of the proposed contract and sufficient information regarding the proposed
insurer to allow the DirectorCemsissioner to determine as to the financial
stability of the proposed insurer. The DircctorCemmissioner shall have thirty 30}
days in which to notify the savings bank of any objectionsebjeetionts) that the
DirectorCemmissiener may have. Any request for additional information that the
DirectorCommissioner may make shall be made within twenty(20) days afteref
receipt of the notice. Failure of the DirectorCommissioner to notify the savings
bank within the thirty30) days as prescribed in this subsection abeve-shall
constitute a finding of no objection.

To obtain approval from the DirectorCemmaissiener, any prospective provider of
excess insurance shall agree to provide the DircctorCommissioner with any
information he or she considers necessary to determine as to the current and
continuing financial condition of the proposed insurer. This information shall
include but not be limited to the following:

1) quarterly financial reports;

2) report of audit conducted by an independent certified public accountant;
3) copies of minutes of board of directors' meetings; and
4) copies of examination reports made by examiners for any regulatory

agency.
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d) Any insurer shall agree as a condition of approval to submit to examination by the

. The cost of any such examination shall be paid by the
insurer. The cost of the examination shall be based on the same fee schedule that
applies to savings banks.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.455 Vacancies in the Board of Directors

If one (H-or more vacancies occur on a board of directors of a savings bank, the remaining

directors may continue management of the savings bank, including consenting to
any enforcement actions or any other regulatory or supervisory requirements. If the number of

directors falls below five(5), the remaining directors or the officers of
the savings bank shall so inform the within five{5) business days afteref
the loss of the fifth director. The remaining directors shall elect
temporary directors at the next regular or special meeting of the board of directors.
Temporary directors' terms shall expire at the next regular or special meeting of
voting members of the savings bank.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
| Section 1075.460 Bond of Officers, Directors, Employees and Agents

Every savings bank shall maintain bond coverage with a bonding company acceptable to the

| for every officer, director, employee and agent of the
savings bank or such other persons in positions requiring the receipt, payment, management or
use of money belonging to the savings bank or whose duties permit or require access to or
custody of a savings bank's assets or require the making of entries on the books and records of
the savings bank.

| a) Bond Schedule. The minimum amount of saeh-bond shall be based on total
consolidated assets of the savings bank and its subsidiaries in accordance with the
following schedule:

Total Assets Minimum Coverage

Less than $1,000,000 $135,000.
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$1,000,001 to $10,000,000 $135,000 plus $25,000 for each
$1,000,000 or fraction thereof over
$1,000,000.

$10,000,001 to $50,000,000 $360,000 plus $50,000 for each
$5,000,000 or fraction thereof over
$10,000,000.

$50,000,001 to $500,000,000 $760,000 plus $75,000 for each
$25,000,000 or fraction thereof over
$50,000,000.

Over $500,000,000 $2,110,000 plus $100,000 for each
$50,000,000 over $500,000,000.

b) No savings bank shall be required to maintain bond coverage in an amount greater
than $3,000,000.

C) Coverage in excess of the above minimum requirements is optional at the
discretion of the board of directors of the savings bank.

d) The bond shall not provide for more than one deductible from all losses caused by
the same person or caused by the same persons acting in collusion or combination
in cases in which thesueh losses result from dishonesty. A deductible shall not
exceed an amount determined in accordance with the following schedule:

Total Capital Permissible Deductible

| Less than 4%-pereent of total assets 10%-pereent of total capital.
Greater than 4%-pereent but less than 6% 15%-pereent of total capital.
pereent of total assets

| Greater than 6%-pereent of total assets 20%-pereent of total capital.

e) The bond shall be in the form known as Standard Form No. 22, Standard Form
| No. 24 or an equivalent as determined by the

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

| Section 1075.465 Indemnification of Officers, Directors, Employees and
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a) No officer, director, employee, or agent of a savings bank may be
indemnified by a savings bank against any expense incurred, if the officer,
director, employee or agent:
1) is subject to an Order of Removal, Suspension or Industrywide Prohibition
under the Act or riles; or
2) is subject to a final order assessing civil money penalties or requiring
affirmative action by an individual or individuals in the form of payments
to the savings bank.
b) In accordance with supervisory responsibilities, the may,

in his or her discretion, review the threat to bank safety and soundness posed by
any indemnification or proposed indemnification of officers,

directors, employees, or agents by a savings bank or for the consistency of any
such indemnification with the standards adopted by that savings bank in its
articles. Based upon this review, the may direct a
modification of a specific indemnification by a savings bank through
administrative action.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.470 Deceptively Similar Names

a) No savings bank may adopt or use any name deceptively similar to that of another
current existing savings bank or financial institution that is located within the area
as defined as follows:

1) within the counties of Cook, Lake, DuPage, McHenry, Kane and Will, a
radius of one mile of the main office of another savings bank or other
financial institution; and

2) within all other counties of the State, excluding those specifically
identified in subsection (a) , aradius of 50 miles of a savings bank
or other financial institution.

b) For purposes of Subpart D of this Part, the determination of the deceptive
similarity of a name shall be made by the or sueh-other
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person or persons as are authorized to act on the
behalf.

A savings bank chartered under the Act must use the words "Savings Bank" or the
initials "SB" in its name.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.490 Procedures for Exercise of Dissenters Rights

| Pursuant to Section 4012(c) of theFhe Act, the procedures to be used by savings banks and
dissenters in arriving at a value and price for dissenters' shares, as well as how distribution shall
be made shall be as follows.

a)

b)

Within ten103 days after the date on which the action giving rise to the right to
dissent is effective or thirty(303} days after the shareholder delivers to the savings
bank the written demand for payment, whichever is later, the savings bank shall
send each shareholder who has delivered a written demand for payment a
statement setting forth the opinion of the savings bank as to the estimated value of
the shares, the savings bank's latest balance sheet as of the end of a fiscal year
ending not earlier than sixteen{16) months before the delivery of the statement,
together with the statement of income for that year and the latest available interim
financial statements, and either a commitment to pay for the shares of the
dissenting shareholder at the estimated value thereof upon transmittal to the
savings bank of the certificate or certificates, or other evidence of ownership, with
respect to such shares, or instructions to the dissenting shareholder to sell his or
her shares within ten(10) days after delivery of the savings bank's statement to
the shareholder. The savings bank may instruct the shareholder to sell only if
there is a public market for the shares at which the shares may be readily sold. If
the shareholder does not sell within the saeh-ten<10) day period after being so
instructed by the savings bank, for purposes of this Section; the shareholder shall
be deemed to have sold his or her shares at the average closing price of such
shares, if listed on a national exchange, or the average of the bid and asked price
with respect to such shares quoted by a principal market maker, if not listed on a
national exchange, during the 10suehten day period.

If the shareholder does not agree with the opinion of the savings bank as to the
estimated value of the shares, the shareholder, within thirt+30) days from the
delivery of the savings bank's statement of value, shall notify the savings bank in
writing of the shareholder's estimate of value and demand payment for the
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difference between the shareholder's estimate of value and the amount of the
payment by the savings bank or the proceeds of sale by the shareholder,
whichever applies because of the procedure for which the savings bank opted
pursuant to subsection (a)

If, within sixt7€60} days from delivery to the savings bank of the shareholder
notification of estimate of value of the shares, the savings bank and the dissenting
shareholder have not agreed in writing upon the value of the shares, the savings
bank shall either pay the difference in value demanded by the shareholder or file a
petition in the circuit court of the county in which either the registered office or
the principal office of the savings bank is located, requesting the court to
determine the fair value of the shares. The savings bank shall make all dissenters,
whether or not residents of this State, whose demands remain unsettled parties to
the proceeding as an action against their shares and all parties should be served
with a copy of the petition. Nonresidents may be served by registered or certified
mail or by publication as provided by law. Failure of the savings bank to
commence an action pursuant to this Section shall not limit or affect the right of
the dissenting shareholders to otherwise commence an action as permitted by law.

The jurisdiction of the court in which the proceeding is commenced under
subsection (c) by a savings bank is plenary and exclusive. The court may
appoint one or more persons as appraisers to receive evidence and recommend
decision on the question of fair value. The appraisers have the power described in
the order appointing them, or in any amendment to it.

Each dissenter made a party to the proceeding is entitled to judgment for the
amount, if any, by which the court finds that the fair value of his or her share
exceeds the amount paid by the savings bank or the proceeds of sale by the
shareholder, whichever amount applies. The judgment shall include an allowance
for interest at such rate as the court may find to be fair and equitable in all the
circumstances, from the date on which the corporate action giving rise to the right
to dissent is approved to the date of payment.

The court, in an appraisal proceeding commenced under subsection (c) ,
shall determine all costs of the proceeding, including the reasonable compensation
and expenses of the appraisers, if any, and experts employed by any party, but
shall exclude the fees and expenses of counsel for any party. If the fair value of
the shares as determined by the court materially exceeds the amount whieh-the
savings bank offered to pay for those shares, or if no offer was made, then all or
any part of thesueh expenses may be assessed against the savings bank. Except as
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otherwise provided in this Section, the practice, procedure, judgment and costs
shall be governed by the Code of Civil Procedure [735 ILCS 5]dH-Rev——Stat

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
SUBPART E: INVESTMENTS
Section 1075.510 Discrimination and Redlining

a) It shall be considered discriminatory to refuse to grant loans or to vary the terms
of loans or the application procedures for loans because of:

1) the proposed borrower's race, color, religion, national origin, age, sex,
physical disability or marital status; or

2) the geographic location of the proposed mortgage loan security.

b) A presumption of discrimination shall be attached to any inquiry regarding a loan
authorized by the savings bank's board of directors when:

1) a savings bank refused to accept a written application; or

2) a loan application is rejected and not supported by adequate
documentation which includes information sufficient to permit an
informed non-interested party to reach the same conclusion as the lender
concerning the disposition of the application.

c) In cases of a savings bank's non-compliance with SubpartE-efthis SubpartPart,
the , by written notice, shall require that all inquiries for
loans received from proposed borrowers be accepted in writing on application
forms that provide information sufficient to make an informed decision
concerning the final disposition of the respective loan application. Thereafter, the
savings bank shall submit a copy of each rejected application to the

with a written statement setting forth the reason for rejecting the
application; and a copy of each document supporting the decision.

d) A savings bank shall be required to comply with the
sdirective issued pursuant to subsection (c) for a minimum
of 6six+6) months. Should a presumption of discrimination exist at the close of
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the six-month period, the respective savings bank shall be required to continue
suehreporting until suehlater-date-when-the , by
examination, determines that discriminatory practices have ceased and the savings
bank is so notified.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.515 Loans Secured by Real Estate

a)

b)

A savings bank may originate, invest in, sell, purchase, service, participate, or
otherwise deal in (including brokerage or warehousing) real estate loans or
interest in thosesueh loans.

In determining compliance with the maximum loan-to-value limitations specified
in SubpartE-efthis SubpartPart, a savings bank shall add to the loan amount the
total of all other existing liens or other encumbrances on the security property
having priority over the savings bank lien (including the lien to be established by
the savings bank but excluding liens that will be released as the result of payments
made from the proceeds of the new loan).

At the time of origination, a real estate secured loan granted under the provisions
shall not exceed the maximum loan-to-value ratio as follows.

1) With respect to home loans originated or refinanced in excess of 90%
pereent of the appraised value of the security property, that part of the
unpaid balance that exceeds 80%-pereent of the property's value shall be
insured or guaranteed by mortgage insurance.

2) With respect to all other loans on the security of real estate originated in
excess of 90%-pereent of the appraised value of the security property, a
savings bank's board of directors, or loan comittee, shall approve each
steh-loan before its origination and such approval, or ratification of the
loan committee approval, shall be recorded in the minutes of its meeting.

3) In determining compliance with the maximum loan-to-value ratio
limitations for real estate loans, at the time of making a loan a savings
bank shall add together the unpaid amount, or in the case of a line-of-
credit loan the approved credit limit, of all recorded loans secured by prior
mortgages, liens or other encumbrances on the security property that
would have priority over the savings bank's lien, and shall not make such a
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loan unless the total amount of thesueh loans (including the one to be
made but excluding loans that will be paid off out of the proceeds of the
new loan) does not exceed the applicable maximum loan-to-value ratio
limitations prescribed in subsection (c) . In valuing the real estate

security, a savings bank may use the current appraised value of the

security property, which may include any expected value of improvements
to be financed. "Value" for a real estate loan means the market value of the

real estate. For loans granted pursuant to Section 6002(3) of the Act,
alternative methods of valuation or other procedures that result in an

estimate of value may be used.

The loan-to-value limitations specified in subsection (c) shall not apply to
the following.
1) To loans guaranteed or insured wholly or in part by the United States or

2)

any of its instrumentalities.

To loans or contracts made to finance the purchase of real estate owned
thatwhieh has been acquired by the savings bank through default on a

prior investment provided that the minutes of directors'

meetings substantiate that thesueh sale is made in compliance with the

following:

A) the board of directors approved the specific terms of the loan or

contract before the savings bank's issuance of a letter of

commitment. If no letter of commitment is to be issued, such

approval shall be before the execution of a note, mortgage, or
contract for deed between the purchaser and the savings bank;

B) the board of directors' resolution of approval of the respective sale
specifically indicates why the sale is in the best interest of the
savings bank and that said-approval is given after duly considering

the provisions of SubpartE-efthis SubpartPart;

O) the resolution identifies the specific documentation they have
utilized in determining that the sale was in the best interest of the

savings bank; and

D) all documentation used in evidencing compliance with SubpartE

ofthis SubpartPart is retained as a part of the records of the
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savings bank for so long as the savings bank has a direct or indirect
interest in the respective real estate.

3) Loans or contracts having additional eligible collateral pledged in an
amount equal to that part of the loan or contract thatwhiekh is in excess of
the lending limitations specified in subsection (c) . Eligible collateral
means:

A) any investment permissible for savings banks under the Act;
B) any savings or time deposit in a commercial bank thatwhieh
depesitis insured by the Federal Deposit Insurance Corporation

and not under control of any supervisory authority; or

0) the cash surrender value of a life insurance policy validly assigned
to the savings bank.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.565 Financial Futures
a) Definitions as used in this Section apply unless the context otherwise requires.

"Financial Futures Transaction" means the purchase or sale of a financial futures
contract.

"Forward Commitment" means a written commitment to make, purchase or issue
mortgage loans or mortgage-related securities at a price and on or before a date
specified in the commitment.

"Long Position" means the purchase of a financial futures contract to take
delivery of a financial instrument.

"Mortgage-Related Securities" means securities based on and backed by
mortgages, including mortgage-backed securities guaranteed by the Government
National Mortgage Association (*GNMA's"), Mortgage Participation Certificates
of the Federal Home Loan Mortgage Corporation, and similar obligations issued
by a private issuer or in which the savings bank shall invest.

"Offset" means to cancel an obligation to make or take delivery of securities
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under a financial instrument under a financial futures contract. A futures contract
to purchase a financial instrument is offset by a futures contract to sell a financial
instrument of the same type for the same delivery month. A futures contract to
sell a financial instrument is offset by a futures contract to purchase a financial
instrument of the same type for the same delivery month.

"Short Position" means the holding of a financial futures contract to make
delivery of a financial instrument.

Permitted Transactions — to the extent that it has legal power to do so, a savings
bank may engage in interest rate futures transactions to reduce its net interest rate
risk exposure as provided in this subsection. For purposes of this Section, net
interest rate risk exposure is the volatility in a savings bank's earnings that can
arise from the mismatching of the maturities of assets and liabilities. A savings
bank may enter into short positions that are appropriate for reducing its net
interest-risk exposure. A savings bank may enter into long positions, other than
those that offset short positions, only under the following conditions.

1) The futures position must be matched against a firm forward commitment
to sell mortgages not yet originated or to issue mortgage-related securities
to be based on mortgages not yet originated. For purposes of subsection
(b), a firm forward commitment is a written commitment obligating the
seller to make delivery, and the buyer to take delivery of mortgage loans
not yet originated or mortgage-related securities to be based on mortgages
not yet originated, at a price and on or before a date specified in the
commitment.

2) The futures position may be entered into and maintained only to the extent
that the savings bank's firm forward commitments exceed 10%-pereent of
long-term assets with fixed interest rates. For purposes of this Section,
long-term assets are those having remaining terms to maturity in excess of

S five(S)-years.

Authorized Contracts — savings banks may engage in interest rate futures
transactions using any interest rate futures contracts designated by the Commodity
Futures Trading Commission (CFTC) and based upon a financial instrument in
which the savings bank has authority to invest #-or to issue.

Board of Directors' Authorization — before engaging in interest rate futures
transactions, a savings bank's board of directors must authorize such activity. In



ILLINOIS REGISTER 19113

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

NOTICE OF ADOPTED AMENDMENTS

authorizing futures trading, the board of directors shall consider any plan to
engage in financial futures transactions, shall endorse specific written policies,
and shall require the establishment of internal control procedures. Policy
objectives must be specific enough to outline permissible contract strategies,
taking into account price and yield correlations between assets or liabilities and
the financial futures contracts with which they are matched; the relationship of the
strategies to the savings bank's operations; and how such strategies reduce the
savings bank's net interest rate risk exposure. Internal control procedures shall
include, at a minimum, periodic reports to management, segregation of duties and
internal review procedures. In addition, the minutes of the meeting of the board of
directors shall set forth limits applicable to futures transactions, identify personnel
authorized to engage in futures transactions, and set forth the duties,
responsibilities and limits of authority of such personnel. The board of directors
shall review the position limit, all outstanding positions, and the unrelated gains
or losses on those positions at each regular meeting of the board.

Notification — a savings bank engaging in financial futures transactions shall
notify the that it is engaging in thosesueh transactions.
The savings bank shall report its gross outstanding long and short financial futures
positions on its monthly report.

Record Keeping Requirements — a savings bank engaging in financial futures
transactions shall maintain records of thosesueh transactions sufficient to
document how the transactions reduce the net interest rate risk exposure of the
savings bank in accordance with the following requirements.

1) Contract Register — the savings bank shall maintain a contract register
adequate to identify and control all financial futures contracts and
including, at a minimum, the type and amount of each contract, the
maturity date of each contract, the cost of each contract, the dollar amount
and description of the asset or liability with which the futures contract is
matched, and the date and manner in which a contract is closed out.
TheSueh register shall be prepared in a manner sufficient to indicate at any
time the savings bank's total outstanding long and short financial futures
positions.

2) Other Documentation — the savings bank shall maintain, as part of the
documentation of its financial futures strategy, a schedule of the assets and
the liabilities for which net interest rate risk exposure is being reduced and
the purpose of each contract entered-inte.
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3) Maintenance of Records — the records designated in this subsection (f)
shall be maintained for all futures transactions closed-out during the
preceding 2&we(2) years.
(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.570 Financial Options
a) Definitions as used in this Section apply unless the context otherwise requires.

1) "Call" means an option which gives the holder the right to purchase a
financial instrument at a price and on or before the expiration date
specified in the option contract.

2) "Deliverable Instrument" means a financial instrument whose terms satisfy
the requirements for fulfilling delivery obligations of an option.

3) "Effective Exercise Price" means the yield equivalent price of an
instrument whose coupon rate differs from the standard instrument
specified in the option,

4) "Financial Options Contract" means an agreement (other than an optional

delivery forward commitment contract to purchase and sell mortgages or
mortgage-backed securities when used as part of the mortgage loan
origination process) to make or take delivery of a financial instrument
upon demand by the holder of the contract at any time before the
expiration date specified in the agreement, under terms established either

by:

A) a board of trade designated as a contract market for the trading of
option contracts by the CFTC or a national securities exchange
registered with the Securities Exchange Commission (SEC); or

B) the savings bank and a "permissible counterparty," as defined in

subsection (a)(10), that are counterparties in an over-the-counter
option transaction (other than an over-the-counter commodity
optional transaction subject to the jurisdiction of the CFTC that is
not otherwise authorized under the Commodity Exchange Act (7
USCH-S-€- 1) and the regulations under that Actthereunder).
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"Financial Options Transaction" means the purchase or sale of a financial
options contract.

"Immediate Exercise Value" means the market value gained by exercising
an option with the lowest cost deliverable instrument at its effective
exercise price compared to purchasing (or selling) an identical instrument
with the same coupon rate in the cash market.

"Long Position" means the holding of a financial options contract with the
option to make or take delivery of a financial instrument.

"Option Commitment Fee" means the option premium minus the
immediate exercise value of the option.

"Option Premium" means the price paid or received for establishing an
option position.

"Permissible Counterparty" means any entity that is:
A) a primary dealer as defined in subsection (a)(11) of this Section;

B) a bank subject to the regulation and supervision of the Comptroller
of the Currency, the Federal Deposit Insurance Corporation, or the
Board of Governors of the Federal Reserve System and that is in
compliance with applicable regulatory capital requirements;

O) a savings bank that is subject to the regulation and supervision of
the of Banks-and Real Estate-and is in compliance
with applicable regulatory capital requirements or subject to the
regulation and supervision of the ot Banks and
Real-Estate;

D) a broker or dealer registered with the Securities and Exchange
Commission (*SEC") and subject to regulation and supervision by
a Registered Securities Association (registered pursuant to
sectionSeetion 15A of the Securities and Exchange Act of 1934
(15 78(0)) (*Exchange Act™) or a National Securities
Exchange (registered pursuant to sectionsSeetions 6 and 19(a) of
the Exchange Act) and that is in compliance with applicable capital
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requirements;

a government securities broker or dealer registered with the SEC
that is subject to examination and supervision by a Registered
Securities Association (registered pursuant to sectionSeetion 15A
of the Exchange Act) or National Securities Exchange (registered
pursuant to sectionsSeetions 6 and 19(a) of the Exchange Act) and
that is in compliance with applicable capital requirements;

a futures commission merchant registered with the CFTC and that
is in compliance with applicable capital requirements;

the Federal Home Loan Banks;

the Federal Home Loan Mortgage Corporation, the Federal
National Mortgage Association, or the Government National
Mortgage Association; or the Government National Mortgage
Association; or

any other entity that the , upon application,
determines to be adequately regulated, capitalized, and audited or
examined such that acting as a counterparty in an over-the-counter
options transaction with a savings bank would not entail
substantial credit risks for the savings bank. Fhe- ol Banks

"Primary Dealer in Government Securities" means any member of the
Association of Primary Dealers in United States Government Securities
and any parent, subsidiary, or affiliated entity of such primary dealer:
provided, that the member guarantees (to the satisfaction of the

-of Banks-and Real Estate) the over-the-counter financial

options transactions between its parent, subsidiary, or affiliated entity with
a savings bank, and provided further; that the parent, subsidiary, or
affiliated entity is substantially engaged in similar activities.

"Put" means an option thatwhieh gives the holder the right to sell a
financial instrument at a price on or before the expiration date specified in
the financial options contract.
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13) "Short Position" means a commitment through a financial options contract

to stand ready during the term of the contract to make or take delivery of a
financial instrument.

Permitted Transactions — to the extent that it has legal power to do so, a savings
bank may engage in financial options transactions as follows:

1) Long Positions — a savings bank may enter into long positions without
numerical limit.

2) Short Positions — a savings bank may enter into short call positions
without numerical limit. If a savings bank meets its capital requirement, it
may enter into short put options to the extent that the aggregate amount of
its short put options and forward commitments to purchase securities does
not exceed 15%-pereent of total assets. If capital requirements are not met,
the savings bank may enter into short put options only with prior written
approval from the . Permission shall be granted if
the finds thesuek investment is not for speculative
purposes and that thesueh investment is made in accordance with a well-
defined hedging program adopted by the savings bank board of directors.

Authorized Contracts — a savings bank may engage in financial options
transactions using any financial options contracts either:

1) designated by the CFTC or approved by the SEC; or

2) entered into with a "permissible counter-party", as defined in subsection
(a)(10) , and based upon a financial instrument that the savings bank
has authority to invest in or to issue.

Board of Directors' Authorization — before engaging in financial options
transactions, a savings bank's board of directors must authorize such activity. In
authorizing options, the board of directors shall consider any plan to engage in
writing or purchasing financial options contracts, shall endorse specific written
policies, and shall require the establishment of internal control procedures. For
options positions that will be matched with cash or forward market positions,
policy objectives must be specific enough to outline permissible options contract
strategies, taking into account price and yield correlations between assets or
liabilities and the financial options contracts; the relationship of the strategies to
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the savings bank's operations; the rationale for the ratio of the value of options
positions to the value of the matched cash market positions; and how the options
strategy reduces the savings bank's interest rate risk exposure. For unmatched
option positions, policy objectives must specify the relationship of the strategy to
the savings bank's operations. Prudent business judgment shall be exercised by
participating savings banks engaging in financial options transactions to maintain
a safe and sound financial position. Internal control procedures shall include, at a
minimum, periodic reports to management, segregation of duties and internal
review procedures. In addition, the minutes of the meeting of the board of
directors shall set forth limits applicable to financial options transactions, identify
personnel authorized to engage in financial options transactions, and set forth the
duties, responsibilities and limits of authority of such personnel. The board of
directors shall review the position limit, all outstanding options contract positions,
and the unrealized gains or losses on those positions at each regular meeting of
the board.

Notification, Reporting, and Approval

1) A savings bank shall notify the immediately
following authorization of its board of directors to engage in financial
options transactions. The savings bank shall report its outstanding
positions, together with the total unrealized gain or loss from thosesueh
positions to the monthly.

2) A savings bank shall not engage in over-the-counter financial option
transactions with any permissible counterparty unless thesueh
counterparty agrees to notify the . A savings bank
shall not continue to engage in over-the-counter financial option
transactions with any permissible counterparty that has failed to so notify
the with respect to previous over-the-counter
financial option transactions with that savings bank. Notwithstanding the
foregoing, no savings bank shall engage in a long over-the-counter
financial option transaction with a specific permissible counterparty,
without obtaining the prior approval of the ,
whenever the aggregate exercise value of all long over-the-counter
financial option positions with the counterparty exceeds the limitations
contained in Section 6013 of the Act. The may
approve any financial option transaction whenever it determines that such
transaction does not subject the savings bank to undue risk. In making
such determinations, the shall consider:
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A) the credit worthiness of the specific counterparty;

B) the savings bank's experience with thesueh counterparty and with
transacting in financial option and futures contracts generally;

O) the nature of the subject contracts (e.g., matched or unmatched);
and
D) any other circumstances considered relevant by the

. An application to enter into a financial
option transaction under this Section shall be considered approved

if the does not deny thesueh application
within ter103 calendar days from the date the application was
filed.

Record Keeping Requirements — a savings bank engaging in financial options
transactions shall maintain records of thosesueh transactions in accordance with
the following requirements.

1) Contract Register — the savings bank shall maintain a contract register
adequate to identify and control all financial options contracts and
sufficient to indicate at any time the amounts of financial options contracts
required to be reported on its monthly report. At a minimum, the register
shall list the type, amount, expiration date and the cost of income from
each contract.

2) Other Documentation — the savings bank shall maintain as part of the
documentation of its financial options strategy a schedule of any cash
market or forward commitment position with which the option is matched
and the purpose of each contract.

3) Maintenance of Records — the records designated in this Section shall be
maintained for all financial options closed out during the preceding 2twe
2} years.

Accounting

1) Purchase or Sale — upon initial purchase or sale of a financial options

contract, a memorandum entry of the information specified in this Section
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shall be made and appropriate margin accounts shall be established.

Option Commitment Fee

A)

B)

The option commitment fee paid for a long position or received
from the sale of a short put option shall be amortized to income or
expense over the term of the option, except as provided in this
Section.

The option commitment fee received from the sale of a matched
short call option shall be deferred until the option position is
terminated. The option commitment fee received from the sale of
an unmatched short call option shall be amortized to income over
the term of the option.

Options Contracts

A)

B)

Gains or losses on options contracts that are matched with assets or
liabilities carried at the lower of cost or market value, or carried at
market value shall be considered in determining the market value
of the asset or liability.

Options positions that are matched with assets or liabilities carried
at cost or to be carried at cost shall be accounted for as follows.

1) If a commitment fee will be or has been received with
respect to the matched asset, the option commitment fee
shall be treated as an adjustment of such fee. The adjusted
commitment fee shall then be treated as a fee paid or
received in connection with the matched asset.

i) If a commitment fee has not been received with respect to a
matched asset, the option commitment fee (except if
received for the sale of a short call option) shall be
amortized to income or expense over the commitment
period by the straight line method.

iii) Any resulting gain or loss from an option position (except
from a short call option) shall be treated as a discount or
premium on the matched asset or liability.
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1v) Any resulting gain or loss from a short call option position
shall be recognized as income or expense upon termination
of the option position.

V) If an option position is not matched with a cash-market or
forward-commitment position or the cash-market or
forward-commitment position with which an option is
matched is sold or will not occur, the option shall be
marked to market.

@) The immediate exercise value of short puts and other unmatched
option positions shall be carried at their current market value.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.585 Asset Reserves

a)

b)

Scope
The classification system described in this Section applies to all assets or portions
of assetsthereef held by a savings bank.

Classifications

1) Substandard — assets classified substandard are inadequately protected by
the current paying capacity of the obligor or of the collateral pledged, if
any. Assets so classified must have a well-defined weakness or
weaknesses. They are characterized by the distinct possibility that the
savings bank will sustain some loss if the deficiencies are not corrected.

2) Doubtful — assets classified doubtful have all the weaknesses inherent in
those classified Substandard with the added characteristic that collection
of the asset in full, on the basis of currently existing facts, conditions, and
values, is highly questionable and improbable.

3) Loss — assets classified loss are considered uncollectible and of such little
value that their continuance as assets without establishment of a reserve is
not warranted. This classification does not mean that an asset has
absolutely no recovery or salvage value, but, rather, that it is not practical
or desirable to defer writing off a basically worthless asset even though
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partial recovery may be effected in the future.

Implementation of Classification System

1y

2)

3)

In connection with examinations of a savings bank or its affiliates, the
examiner shall have authority to identify problem assets and, if
appropriate, classify them.

Each savings bank shall classify its own assets on a regular basis. In
addition to any other remedies available to the B
and-Real-Estate-under applicable statutes and regulations, a savings bank's
failure to set aside prudent valuation allowances, or to monitor portfolio
risk with an effective self-classification procedure, will be considered by

the examiner in determining the amount of valuation allowances to be
established by thesueh savings bank.

In its reports to the -of Banks-and Real Estate, each savings
bank shall include aggregate totals of assets that the savings bank has
classified in each of the 3three asset classification categories, and the
aggregate general and specific valuation allowances established. To the
extent a savings bank's specific valuation allowances have decreased from
the previous reporting period, thesueh savings bank shall identify the
amount of the decrease attributable to a savings bank's between
examination upgrading of classifications.

Effect of Classification

1)

2)

When, pursuant to this Section, a savings bank has classified one or more
assets, or portions of assetsthereef, substandard or doubtful, the savings
bank shall establish prudent general allowances for loan losses. When,
pursuant to this Section, an examiner has classified one or more assets or
portions of assetsthereef substandard or doubtful and has determined that
the existing valuation allowances are inadequate, the savings bank shall
establish general allowances for loan losses in an appropriate amount as
determined by the examiner, subject to approval of the

When, pursuant to this Section, either a savings bank or an examiner has
classified one or more assets or portions of assetsthereef loss, the savings
bank shall either establish allowances for losses in the amount of 100%
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pereent of the portion of the assetsasset(s) classified loss, or charge off
thatsueh amount against current income.

3) Adequate valuation allowances consistent with generally accepted
accounting principles shall be established for classified assets. Asset
evaluations (and the corresponding allowances) that are consistent with
the practice of the federal banking agencies may be used for supervisory
purposes.

e) Assets Deserving "Special Mention"
Assets that do not currently expose a savings bank to a sufficient degree of risk to
warrant classification under this Section but do have credit deficiencies or
potential weaknesses deserving management's close attention shall be designated
"special mention" by either the savings bank or the examiner. Special mention
assets have a potential weakness or pose an unwarranted financial risk that, if not
corrected, could weaken the asset and increase risk in the future.

f) Delegations and Interpretations

1) The or designee may approve, disapprove, or
modify any classifications of assets made pursuant to this Section and any
amounts of allowances for loan losses established by a savings bank or
required by examiners pursuant to this Section.

2) When an appraisal is required or made in connection with any
reevaluation of assets, the may approve or reject
the appraisal and any valuation related to it.

3) The shall, from time to time,
issue supervisory interpretations and other informational material
regarding classification of assets.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
SUBPART F: SERVICE CORPORATION AND OPERATING SUBSIDIARIES
Section 1075.600 Requirements

a) No savings bank shall invest in or lend to a service corporation, as defined in
Section 1007.105 of the Act, unless the service corporation has been approved by



ILLINOIS REGISTER 19124

b)

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

the

NOTICE OF ADOPTED AMENDMENTS

Subpart F of this Part shall not apply to investments in single purpose
corporations authorized under Sections 1008(9) and 6009 of the Act.

Savings banks may designate a service corporation or other subsidiary as an
operating subsidiary as follows:

1y

2)

3)

4)

5)

Upon approval of the , a subsidiary of a savings
bank that is majority owned and controlled by the savings bank may be
designated as an operating subsidiary provided that the subsidiary engages
solely in activities that are permitted for a depository institution or an
operating subsidiary of a depository association.

An operating subsidiary shall be subject to the provisions of this Subpart
except that a savings bank's total investment, including equity and debt
securities and loans, in its first-tier operating subsidiary is not limited by
this Subpart. Loans made by the savings bank to its operating subsidiary
shall not be subject to Section 6013 of the Act.

Upon approval of the , a subsidiary of a first-tier
operating subsidiary may be designated as an operating subsidiary;
provided that the lower tier subsidiary is wholly-owned and controlled by
the first-tier operating subsidiary and engages solely in activities that are
permitted for a depository institution or an operating subsidiary of a
depository association. The total investment, including equity and debt
securities and loans, by the savings bank or its first-tier operating
subsidiary in the wholly-owned and controlled lower-tier operating
subsidiary is not limited by this Subpart or Section 6013 of the Act.

The total investment, including equity and debt securities and loans, by the
savings bank and its first-tier operating subsidiary in a service corporation
or an operating subsidiary that is not wholly-owned and controlled by the
savings bank's first-tier operating subsidiary is subject to the same
limitations under this Subpart that apply to the savings bank's investment
in a service corporation that is not an operating subsidiary.

As used in this subsection (c):

"Subsidiary" means a corporation, limited liability company,
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partnership, business trust, joint venture, pool, syndicate or other
similar business organization.

"Majority-owned" means the savings bank owns more than 50% of
the voting interest or equivalent ownership interest of the

subsidiary.

"Control" means effective operating control.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

| Section 1075.610 Approval by the

a)

b)

Except as provided in subsection (b) of this Section, an application for approval of

a service corporation shall be approved by the provided
that:
1) its purpose or purposes are reasonably incident to the accomplishment of

the powers conferred upon savings banks by theThe Act, or are purposes
granted or allowed to service corporations organized or owned by savings
and loan associations; or its sole purpose is to operate as a finance
subsidiary of a savings bank to the extent authorized for finance
subsidiaries of savings and loan associations under the Illinois Savings and

Loan Act of 1985 [205 ILCS 105]dH-Rev—Stat—1989 ch17-par330+-et
seg-); and

2) the application for approval of a service corporation includes: the
appropriate fee; a copy of the service corporation's Articles of
Incorporation; a list of proposed shareholderssharehelder(s); the fiscal
year-end date; and an undertaking by the service corporation with the
continuing conditions specified in subsection (c) of this Section and in a
form prescribed by the

An application for approval of a service corporation shall be denied by the
in writing if the finds that any
proposed shareholder is conducting business in an unsafe manner.

Continuing Conditions

1) A service corporation shall not amend its Articles of Incorporation nor
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adopt an assumed corporate name without the prior written approval of the
. A proposed amendment to Articles of

Incorporation not involving a name change shall be approved unless it is

in non-compliance with subsection (a)(1) . A proposed name change

shall be approved unless such proposed name is either deceptively similar

to that of a savings bank as specified in Section 3005(b)(3) of the Act or of

a nature which might imply that the entity is a savings bank.

Each service corporation shall cause its affairs to be audited by a licensed
public accountant at least once each fiscal year, and cause thesaid
accountant to deliver a copy of thesaid certified statement to the

simultaneously with the delivery of the statement
to the service corporation.

Each service corporation shall be examined in conjunction with the
examination of its parent savings banksbank{s}. The

shall require additional reports and/or
examinations if the , or his or her staff members
engaged in examination of the savings bank's monthly report, determine
that more information is needed to determine the viability of the service
corporation.

A service corporation shall not acquire any classified itemsiten{s) as
defined in Section 1075.585(b) from any financial institution, except that a
service corporation may acquire real estate owned by any savings bank.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.620 Investment Limitations

a) A savings bank may make investments in capital stock of service corporations
thatwhieh are 90%-pereent or more owned by one or more savings banks in an
amount thatwhieh shall not exceed 10%-pereent of the savings bank's total assets.
A savings bank that has met and maintained the capital levelslevel{s) required for
a savings bank, the deposit accounts of which are insured by the Federal Deposit

| Insurance Corporation, may invest an additional 50%-pereent of the excess capital
provided that in no event shall a savings bank's maximum investment in service
| corporations exceed 20%-pereent of its total assets.

b) A savings bank may make investments in capital stock of service corporations
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thatwhieh are at least 51%-pereent but less than 90%-pereent owned by one or
more savings banks, in an amount not to exceed 1%-pereent of the savings bank's
total assets.

C) All loans to service corporations shall be subject to all lending limitations
contained in the Act and this Part, except that:

1) a savings bank may make loans to a wholly owned service corporation in
an amount equal to the savings bank's total capital or in an amount that
| exceeds the savings bank's total capital if thesueh excess amount is fully
secured by collateral, of a type upon which the savings bank itself could
lend, of a value determined in accordance with the Act and with rules

| promulgated by the ; and
2) loans shall not be subject to the percentage of asset limitations of Section
6002(8) of the Act.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.630 Investments by Service Corporations

a) A service corporation may invest its assets in any manner not expressly prohibited
by law, provided thesueh investments are made in the exercise of reasonable
judgment and care under the circumstances then prevailing thatwhieh persons of
prudence, discretion and intelligence exercise in the management of their own
affairs, not in regard to speculation but in regard to the permanent disposition of
their funds, considering the probable income as well as the probable safety of
their capital.

b) If a service corporation has not been approved, or if approval is withdrawn, all
loans to or investments in the service corporation shall constitute an unauthorized
investment. However, the savings bank shall be granted a reasonable time within
which to dispose of thesaid loans or investments.

c) A basis for withdrawal of approval of a service corporation exists if?

1) the service corporation is subject to involuntary dissolution for failure to
file annual reports or pay fees pursuant to the Business Corporation Act

[805 ILCS 5] -Rev——Stat—1989-eh-32 par—1-01-etseq); or
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| 2) the service corporation fails to pay, within sixty(603} days afteref the
billing date, supervisory fees or examination fees due the

| 3

3) the service corporation fails to file, when due, those reports required by
Sections 1075.670 and 1075.680 of this Part;

4) the determines that the service corporation is
engaged in activities that are not reasonably incidental to the
accomplishment of the powers conferred upon savings banks by the Act;

5) the investment of any parent savings bank in the respective service
| corporationseerperation{s) is in excess of the investment limitations set
forth at Section 1075.620 of this Part; or

| 6) the determines that the service corporation is
conducting business in a fraudulent, illegal, or unsafe manner.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.640 Ownership of Capital Stock of Service Corporation

| a) A minimum of 51%-pereent of all classes of capital stock of a first-tier service
corporation shall be owned by one or more savings banks, bank, or savings and
loan associations. First-tier service corporation means any corporation which is

| 51%-pereent or more owned by one or more savings banks, bank, or savings and
loan associations whose purpose or purposes are reasonably incident to the

| accomplishment of the powers conferred upon savings banks by theFhe Act.

b) Subject to approval by the , an amount not to exceed 49%
pereent of all classes of capital stock of a service corporation may be owned by a
person or persons other than a savings bank. The ownership by-such-persen-or

persens-shall be approved if the finds:
1) the sale or issuance of stock is at no less than the book value of the stock;
2) if no sale is involved, that the stock issuance to employees or officers is

part of the compensation program documented by a written employment
contract; and
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3) the ownership of thesueh stock is subject to a repurchase agreement

thatwhieh provides that the service corporation has the right of first refusal
to reacquire the stock from the person or persons or the estate of thesueh
person or persons at book value at the time of death or termination of
employment.

C) The book value of the stock shall be determined in accordance with generally
accepted accounting principles by the independent auditor of the service
corporation.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.650 Prohibited Transactions

a) Without prior approval of the , No service corporation shall
enter into any contract (except an employment contract), grant any loan, directly
or indirectly, to any officer, director, individual stockholder or

employee of the service corporation or of its parent savings banksbank{s} except
upon real estate occupied as a homestead or on the security of a personal
automobile. A service corporation may, without prior approval, enter into a
contract for the sale of real estate to be occupied by any of the foregoing persons
as their bona fide homestead.

b) A service corporation may enter into a contract to purchase an insurance agency
or brokerage in which any of the foregoing persons have an interest.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.670 Reporting Requirements

a) Within ferty-five(45) days afteref the close of each calendar year, each service
corporation shall submit to the a report, in such form as
the shall prescribe, setting forth complete and true
statements of condition and operations of the service corporation and of every
partnership, joint venture or corporation in which the service corporation has a
cash and/or equity interest of 50%-pereent or more.

b) All corporate subsidiaries, partnerships and joint ventures in which the service
corporation has a cash and/or equity interest of 50%-pereent or more shall, within
fifteen15) days after aef request forsame-by the , submit
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true and correct copies of all contracts, mortgages, partnership agreements, joint
ventures and loan commitments.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.680 Audit Requirements

a)

b)

d)

Each service corporation shall cause its books and records to be audited at least
once annually by an independent licensed public accountant. Except as provided
after this, the report of audit shall be separate from the report of audit of any
parent savings bank.

The report of audit of a wholly-owned service corporation may be consolidated
with the report of audit of the parent savings bank provided that thesuaek report
sets forth:

1) the auditor's opinion that the activity of the service corporation does not
materially affect the financial position of the parent savings bank; and

2) all details of consolidation.

The auditor shall test compliance with the Act and this Part and determine the
effect that the service corporation has on the financial position of the parent

savings banksbank(s).

The auditor shall determine and report any facts relating to any direct or indirect
self-dealing by any service corporation officer, director, employee or
shareholder other than a savings bank. The auditor shall also determine and report
any facts relating to any direct or indirect conflict of interest of any officer,

director, employee or shareholder of a savings bank holding stock in
the service corporation.

Any noncompliance with the Act or this Part, self-dealing or conflict of interest
which are discovered during the audit shall be set forth in the report of audit
delivered to the service corporation's board of directors. The service corporation's
board of directors shall promptly report thesuek noncompliance to the

and to the board of directors of the parent savings

banksbank{s).

A copy of the audit report shall be filed with the within
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ninety (903 days afteref the audit date, except upon receipt of written notice
setting forth the reason delivery of the report of audit is delayed by circumstances
beyond the control of the service corporation, the may
extend the filing date for up to sixty£60) additional days.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
SUBPART G: RELOCATIONS AND BRANCHING
Section 1075.700 General

a) A branch office of a savings bank is any office other than its home office, drive-in
facility, pedestrian facility, agency office, or a remote service unit.

b) Any business of a savings bank may be transacted at a branch office. When a
branch office provides any product, it must have all the resources necessary to
support that product offering at the branch location.

c) A savings bank shall not establish a branch office nor change the location of its
home office unless its respective application has been approved by the
. An application shall be approved only if the
finds that:

1) the office can be established at the proposed location without undue injury
to properly conducted existing savings banks;

2) the policies and financial condition of the applicant are not a basis for
supervisory objection; and

3) the proposed office will open within 12 months of approval unless
occupancy is delayed by circumstances beyond the control of the applicant
and, consequently, additional time is allowed by the

d) A savings bank proposing a change of location of its home office or branch office
may request a waiver of the otherwise applicable requirements of this Subpart G
ofthisPart. The request will be approved only if:

1) the can make the same findings as those required at
subsection (c) ;
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2) the applicant demonstrates that the area to be served from the proposed

location is essentially the same as that served from the present location;
3) the applicant gives the reasonsreasen{s) for the change of location; and
4) the applicant submits a request thatwhieh sets forth information sufficient

to allow the making of all determinations required by subsection (d)

e) If requested by the applicant, the shall approve a
temporary location of a home office or a branch office if the temporary location
is:

1) in the immediate vicinity of the approved permanent location; and

2) not more competitive to any other properly conducted existing savings
bank than the approved permanent location.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.705 Application
a) A savings bank may apply for a branch office or for a change of location of its
home office provided that the applicant obtains the prescribed form of application
and form of notice and related instructions from the unless
waived pursuant to Section 1075.700(d) of this Part.
b) An application is considered complete and a priority filing date is established

when the determines that all required information has
been submitted.

C) Changes to all but material information of the application may be made up to the
time the approval/denial is determined. For purposes of this Section, material
information is defined as but is not limited to:

1) savings bank name;

2) savings bank address;
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3) nature and purpose of application; and
4) any other information which if changed, would likely cause the approval

or denial decision to be reversed.
(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.710 Request for Preliminary Determination

a) A savings bank thatwhieh intends to file an application for a branch office or for a
change of location of its home office may, before the filing of thesueh application,
submit to the written advice of intent to file thesuch-an
application and request a preliminary determination as to whether supervisory
objection will be raised on the basis of the applicant's policies and financial
condition. Within thirty30) days following receipt of the advice of intent, the
applicant shall be advised of the decision, and if
applicable, the reason for supervisory objection.

b) If at any time subsequent to preliminary determination the
determines that a basis for supervisory objection exists, further processing of the
respective application shall be denied.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.715 Public Notice and Inspection

a) At the time of the filing of the application, the applicant shall publish notice of
intent to relocate or establish a branch office. The notice shall be in form and
content as prescribed by the . The applicant shall publish
notice in a newspaper printed in the English language having a general circulation
in the applicant's home office community and in the community to be served from
the proposed location.

b) Within 10 days following the date of publication, the applicant shall furnish the
with one copy each of the required notices and the
publisher's affidavits of publication.

c) Subject to Section 1075.110(d) of this Part, the application shall be available for
public inspection at the -of Banks-andReal Estate, by appointment.
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(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.720 Protest

Protests, answers to protests and other related communications shall be in writing and submitted
only as provided in this Section.

a) Within 10 calendar days following the date of publication of Notice of
Application (or 20 calendar days after the date of publication if extension is
requested in writing within thesuek 10 day period) any person may file a
communication in favor or protest of the application with the

. Any person filing seeh-a communication shall
simultaneously furnish a copy to the applicant.

b) Within 15 calendar days after receipt of a protest, the objector and the applicant
shall be advised in writing whether the considers the
protest to be substantial.

c) No protest shall be considered "substantial" unless it is in writing, filed on time,
and contains at least the following:

1) a summary of the reasons for the protest;

2) the specific matters in the application to which objection is raised and the
reasons for each objection;

3) facts supporting the protest, including relevant economic or financial data;
and

4) adverse effects on the objector thatwhieh may result from approval of the
application.

d) The determination as to whether a protest is
"substantial" shall be made on the basis of data showing undue injury to properly
conducted existing savings banksbank({s) and/or data disputing the propriety of
information set forth in the respective application.

e) Within 20 calendar days following the date of notice that a protest has been
considered substantial, the applicant may file an answer to thesueh protest with
the
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(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.725 Oral Argument
a) Oral argument on the merits of an application shall be heard if:

1) the applicant, or a person who has filed a protest considered to be
substantial, so requests and the request is received by the
within ten<{103 calendar days after the time for filing
answers to all protests has expired; and

2) the , after reviewing the application and other
pertinent information, considers oral argument desirable because of
protests thatwhieh dispute the propriety of information set forth in the
application.

b) Any sueh-hearing of oral argument shall be subject to the appropriate fee and
expenses prescribed in Section 1075.100 of this Part. A transcript of any sueh
hearing of oral argument shall be taken and made a part of the record in the
matter.

c) The shall mail notice of the date (which shall be at least
ten{10) calendar days after thesueh mailing), time and place of oral argument to
the applicant and personspersen{s) who filed protests or other communications.
The shall ensure that the time and place of any oral
argument are reasonably convenient to the applicant and the objectorsebjeetor(s).

d) The or any person designated by the

shall hear oral argument and determine all matters relating
to the conduct of the hearingthereef. Arguments shall be made in person or by
authorized representativesrepresentative(s). A maximum of one hour of oral
argument shall be allowed in favor of and against the application. In hearing oral
arguments, the person presiding shall determine the order of presentation. The
parties may agree on a division of time; otherwise, the person presiding shall
make the determination. Arguments may be consolidated. In the event of multiple
substantial protests, the person presiding may permit additional time for argument
and rebuttal. Arguments shall be based only on the facts and information on file;
however, a party may introduce newly discovered matter by giving a written
memorandum of same to the person presiding when the hearing commences.
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TheSatd memorandum shall include an affidavit as to why the matter was not
previously known and not previously filed. No party to an oral argument shall be
permitted more than one filing of new matter. If the person presiding rules that
there is in fact substantive new matter, the party introducing it shall be required to
provide copies of the memorandum of thesueh new matter to all parties. If the
parties agree to argue on the basis of thesaeh new matter, the hearing shall
continue.

e) If any party wishes to file a rebuttal, ten10) calendar days shall be allowed for
the submission of thesueh rebuttal, and the person presiding shall adjourn the
hearing and set a date, time and place for it to be reconvened. Rebuttal to new
matter shall not be considered a filing of new matter.

f) If oral argument is heard by a person other than the , that
person's findings shall be submitted to the , in writing,
within swenty—five{(25) calendar days after final adjournment of the hearing.
Within ten10) calendar days following receipt of thesaid findings the parties
shall be advised, in writing, of the decision. If the

presides at the hearing, the parties to the hearing shall be
advised of the decision within twentyfive{25} calendar days after the final
adjournment of the hearing.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.730 Application for the Maintenance of Branch Office after Conversion,
Consolidation, Purchase of Assets or Merger

a) With written approval of the , a savings bank that acquires
an office or offices through merger, purchase, purchase of all assets or
consolidation shall assume the operation of any acquired offices. An existing
depository institution that converts to a savings bank shall maintain all of its
offices existing or approved before the conversion.

b) If the has approved a Plan of Conversion from a savings
bank charter for a savings bank or has evidence of a savings bank's intent to file a
Plan of Conversion, he or she shall deny an application for a branch office.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.740 Termination of Operation and/or Closing of a Branch Office
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a) A savings bank may offer to sell branch offices to another savings bank or other
depository institution.

1) Before any such sale, a copy of the proposed agreement shall be submitted
to the . Within 30 calendar days the
shall notify the proposed seller, in writing, as to whether

there is supervisory objection to the proposed sale, or the

| may advise the proposed seller of any additional
information or further review considered necessary to make such a

| determination. The in considering supervisory
objection shall review the policies and financial condition of the selling
savings bank and the acquiring financial institution.

2) The selling savings bank and, if applicable, the acquiring financial
institution shall submit an appropriate bylaw amendment for the
approval.

b) A savings bank showing justification for termination of operation and the closing
of branch offices may do so with the prior written approval of the
. Any request for the closing of any office shall be subject
to the publication requirements of Section 1075.715(a) of this Part.

c) The filing of a request for termination of operation and the closing of branch
offices shall constitute authority for the to seek a
successor to assume operation of the branch offices.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.750 Remote Drive-In and/or Remote Pedestrian Facilities

| a) A savings bank may, without prior approval of the ,
establish a remote drive-in and/or remote pedestrian facility in conjunction with

| each savings bank business office. Each sueh-facility may be designed to
simultaneously accommodate more than one customer.

b) The term "business office" means the business office premises, including non-
remote drive-in and/or non-remote pedestrian facilities thatwhieh are those
facilities within the boundaries of real estate on which a home office or any

| branch office is located and the areas contiguous to the facility, thattherete-which
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the savings bank has the exclusive right as owner or lessee to use or maintain for
ingress or egress or for parking in connection with that business office.

C) Remote drive-in and remote pedestrian facilities are defined as follows:

1) A remote drive-in facility is a facility thatwhiek is not located on the
premises of a business office as defined in subsection (b) and at
which the customer transacts business from a vehicle.

2) A remote pedestrian facility is a facility thatwhieh is not located on the
premises of a business office as defined in subsection (b) and at
which the customer need not enter an office but may remain outside the
structure and transact business with a teller located inside the structure.

d) Remote drive-in and remote pedestrian facilities may be placed in a store or
location of some other business if the savings bank's quarters are used exclusively
for the conduct of the savings bank's business. There will be no objection to a
remote pedestrian facility thatwhieh faces on an enclosed mall and serves
pedestrians who remain in the mall while transacting business with the savings
bank.

e) Functions thatwhieh are routinely performed by the establishing savings bank's
tellers at its business officeseffice(s) may be performed at a remote drive-in
and/or remote pedestrian facility.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
SUBPART H: CAPITAL NOTES AND DEBENTURES
Section 1075.800 Approval

No savings bank may issue and sell its capital notes or debentures without the prior written
approval of the s and-subject to any conditions the

may impose with regard to safety and soundness and maintenance of adequate
financial condition, especially in areas of preservation of capital, quality of earnings and
adequacy of reserves. A stock savings bank shall also have the prior approval of a majority of
the shareholders owning a majority of the issued and outstanding shares of the savings bank to
issue convertible capital notes or debentures.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
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Section 1075.810 Conversion to Stock
Capital notes or debentures issued by a stock savings bank may be converted into shares in
accordance with provisions approved by the Director Cemmissionerand contained in the capital
notes or debentures. Convertible capital notes or debentures may be issued without preemptive
rights to existing shareholders if provided by the Articles of Incorporation of the savings bank
and authorized by the DirectorCemsmissioner,

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

SUBPART I: ADMINISTRATIVE HEARING PROCEDURES

Section 1075.900 Applicability

This Subpartregutation shall apply to all hearings conducted under the jurisdiction of the
DirectorCemmissioner-of Banks-and-Real-Estate under the Savings Bank Act.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.905 Definitions
Words or terms that are defined in the Act shall retain the same meaning when used in this Part.
"ActACTF" — Savings Bank Act [205 ILCS 205].

" "

"ApplicantAPPEICANT" — Savings bank or holding company or person whose
application pending before the Director Commissioneris the subject matter of the
hearing.

" AssociationASSOCIATION" — Every savings bank organized under and

governed pursuant to the Illinois Savings Bank Act; a Statestate chartered savings
bank.

"Department” — The Illinois Department of Financial and Professional Regulation.

"DirectorCOMMISSIONER" — Director of the DivisionCemmissionerof Banks
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"Division" — The Department of Financial and Professional Regulation-Division
of Banking.

"Hearing OfficerHEARING-OEEICER" — The presiding officialseffietal{s)
designated by the DirectorCemmissioner to conduct a hearing or anyone
designated by the DirectorCemmissioner to hear evidence; means any member of
the panel the DirectorCemmissioner appoints to conduct the hearing.

| "Holding CompanyHOEBDING-COMPANY" — Any company as defined in
Article 2 of the Act.

| "NoticeNOTHCE" — Notice prescribed by the Act or this Part, as applicable.
"ObjectorOBIECTOR" — Entity or person who is on record as objecting to the
application pending before the Director thatCemmissioner-whieh is the subject
matter of the hearing.
| "PartyPARTFY" — Entity or person named in pleading or affected by judgment.
(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.910 Early Neutral Evaluation

a) Upon timely request for a hearing on an Order of the DirectorCommissioner, the
DirectorCemmissioner shall as quickly as feasible designate a hearing examiner.

‘ b) Twenty (20)-days after filing the request for a hearing, the respondent shall file
with the hearing officer a position statement and the DirectorCemmissioner shall
file a copy of his or her Order. The Position Statement shall be a full, complete

| response to the Order and charges and findings made in the Ordertherein,
including all relevant facts and copies of any records or documents relevant to the

‘ charge, and the Director Commissiener's Order shall include a copy of the Order
and charges and findings in the Ordertherein, including all relevant facts and
copies of any records or documents in support of the Order.

| c) Within ten10} days afteref receipt of the Position Statement and the Order, the
hearing officer upon review of the Position Statement and the Order shall
determine whether the matter shall be heard in a conference adjudicative hearing
or a formal hearing. Notice of hearing shall be made pursuant to Sections
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1075.940 and 1075.945 of this Part.
(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.915 Conference Adjudicative Hearing

Applicability — a conference adjudicative hearing may be used if the matter is entirely within one
of the following categories:

a) a matter in which there is no disputed issue of material fact; or

b) a matter in which there is a disputed issue of material fact, if that matter involves
only:
1) a monetary amount of not more than $25,000;
2) suspension of director, officer, employee or affiliated

person of a savings bank;
3) imposition of a limitation on operations;

4) noncompliance with the examination requirements of the Act and this

Partthe-relespromuleated-thereunder; and

| 5) violation of an Order of the made pursuant to
Section 1075.910 of this Part or Section 9009 of the Act.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.920 Filing

Documents and requests permitted or required to be filed with the DivisionAgeney in connection

with a hearing shall be addressed to and mailed to or filed with the of Banking of
Banks-and-Real-Estate 500 East Monroe,

Suite 900, Springfield, Illinois 62701 or 310 South Michigan Avenue, Suite 2130, Chicago,
| Illinois 60604, in triplicate. The Division'sAgeney's Office is open for filing, inspection and
copying of public documents from 8:30 a.m. to 5.00 p.m., Monday through Friday, except on
| national and Statestate legal holidays.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
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Section 1075.965 Postponement or Continuance of Hearing
A hearing may be postponed or continued for due cause by the or the

hearing officer upon his or hertheir own motion or upon motion of a party to the hearing; thesueh
motion of the party shall set forth facts attesting that the request for continuance is not for
purposes of delay. Notice of any postponement or continuance shall be given in writing to all
parties to the hearing within a reasonable time in advance of the previously scheduled hearing
date. All parties involved in a hearing shall attempt to avoid undue delay caused by repetitive
postponements or continuances so that the subject matter of the hearing may be resolved
expeditiously.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.970 Authority of Hearing Officer
The hearing officer has the authority to conduct a hearing, take all necessary action to avoid

delay, maintain order and ensure the development of a clear and complete record. The hearing
officer shall have all powers necessary to conduct a hearing including the power to:

a) administer oaths and affirmations;

b) regulate the course of hearings, set the time and place for continued hearings, fix
times for filing of documents and provide for the taking of testimony by
deposition;

C) examine witnesses and direct witnesses to testify, limit the number of times any

witness may testify, limit repetitious or cumulative testimony and set reasonable
limits on the amount of time each witness may testify;

d) rule upon offers of proof and receive relevant evidence;

e) sign and issue subpoenas that require attendance, giving testimony and the
production of books, papers and other documentary evidence;

f) direct parties to appear and confer for the settlement or simplification of issues,
and to otherwise conduct prehearing conferences;

g) dispose of procedural requests or similar matters;
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render findings of fact, opinions and recommendations for an order of the

2

enter any order that further carries out the purpose of this Subpart [-efthisPart;
and

at the hearing officer's discretion, accept probative, relevant evidence from any
entity.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.975 Bias or Disqualification of Hearing Officer

a)

b)

Any interested party may file a timely and sufficient affidavit setting forth
allegations of personal bias, prejudice or disqualification of a presiding hearing
officer. The shall determine this issue as part of the record
of the case. When a hearing officer is disqualified, or it becomes impractical for
that hearing officer to continue, another hearing officer may be assigned, unless it
is further shown that substantial bias or prejudice will result from that assignment.

The hearing officer may at any time voluntarily disqualify the hearing officer.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.980 Prehearing Conferences

a)

Upon written notice by the hearing officer in any proceeding, or upon written
request by any party, the hearing officer may direct parties or their attorneys to
appear at a specified time and place for a conference, before or during the hearing,
to formulate issues and consider:

1) the simplification of issues;

2) the necessity or desirability of amending the pleadings for clarification,
amplification or limitation;

3) the possibility of making admissions of certain averments of fact or
stipulations concerning the use by either or both parties of matters of
public record to avoid unnecessary introduction of proof;
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4) the limitation of the number of witnesses;
5) the propriety of prior mutual exchange between or among the parties of
prepared testimony and exhibits; and
6) steh-other matters as may aid in the simplification of the evidence and

disposition of the proceeding.

Opportunity shall be afforded all parties to be represented by legal counsel and to
dispose of the case by stipulation, agreed settlement or consent order, unless
otherwise precluded by law. Any stipulation, agreed settlement, or consent order
reached before a final determination by the DivisionAgeney, shall be submitted in
writing to the hearing officer and shall become effective only if approved by the
hearing officer and by the

Only if all parties to a controversy agree, a record of the prehearing conferences
shall be kept. It must be certified to by the parties, then filed with the case
material in the DivisionAgeney files.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.990 Subpoenas

a)

b)

Upon application to the hearing officer by any party, the hearing officer may issue
a subpoena for attendance at deposition or hearing, which may include a
command to produce books, papers, documents or tangible things designated in
those materialstherein and reasonably necessary to the resolution of the matter
under consideration, subject to the limitations on discovery prescribed by this
Subpart [-efthisPart.

Every subpoena shall state the title of the action and shall command each person
to whom it is directed to attend and give testimony at the time and place therein
specified in the subpoena.

The hearing officer or the , upon motion made promptly
and in any event at or before the time specified in the subpoena for compliance
therewith, may quash or modify the subpoena if it is unreasonable and oppressive.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
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Section 1075.1025 Briefs

| The parties may submit written briefs to the hearing officer within tea+103) days after the close of
the hearing, or such other reasonable time as the hearing officer shall determine consistent with
| the responsibility for expeditious decision.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1030 Hearing Officer's Findings, Opinions and Recommendations

a) The hearing officer's findings, opinions and recommendations shall be in writing
and shall include findings of fact and conclusions of law, or opinions separately
stated when possible. Findings of fact shall be based exclusively on the evidence
presented at the hearing or known to all parties, including matters officially
noticed. Findings of fact, if set forth in statutory language, shall be with a
statement of the underlying supporting facts. If a party submits proposed findings

| of fact thatwhieh may control the decision or order, the decision or order shall
include a ruling upon each proposed finding. Each conclusion of law shall be
supported by authority or reasoned opinion. A decision or order shall not be made
except upon consideration of the record as a whole or asuaeh portion of the
recordthereef as may be supported by competent material and substantial
evidence.

b) The hearing officer shall then submit findings, opinions and recommendations to
the

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
| Section 1075.1035 Order of the
| a) The shall review the hearing officer's findings, opinions
and recommendations and shall issue an order as set forth by applicable statutes

or within a reasonable time.

b) The decision in the case will become effective immediately upon the execution of
a written order, or as otherwise specified by either the order or applicable statute.

| c) Parties shall be immediately notified of the order, either personally or by mail,
postage prepaid, certified or registered, addressed to the last known address of the
| person, partnership, association or company involved;-efthe-erder. A copy of the



ILLINOIS REGISTER 19146

d)

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

NOTICE OF ADOPTED AMENDMENTS

order shall be delivered or mailed to each party and to the party's attorney of
record.

The may require, in keeping with Section 1075.100(f) of

this Part and as part of thesaid order, any party to the proceeding to pay part or all
the costs of the hearing, including but not limited to: witness fees; court reporter

fees; hearing officer fees; and the cost of the transcript.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1040 Rehearings

a)

b)

Except as otherwise provided by law, and for good cause shown, the
may in the discretion order a rehearing
in a contested case on petition of an interested party.

Where the record of testimony made at the hearing is found by the
to be inadequate for purposes of judicial review, the
may order a reopening of the hearing.

A motion for rehearing or a motion for the reopening of a hearing shall be filed
within ten10} days afteref the date of mailing of the

order. A rehearing shall be noticed and conducted in the same manner as an
original hearing. The evidence received at the rehearing shall be included in the
record for the ! reconsideration and for judicial review.
A decision or order may be amended or vacated after hearing.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

| Section 1075.1045 Existing Statutory or DivisionAgeney Procedures and Practices

This Subpart I efthisPart-shall not be construed to limit or repeal additional requirements
imposed by statuteStatute or otherwise, or to change existing DivisionAgeney procedures
thatwhieh are equivalent to or exceed the standards or administrative procedure prescribed in this
Subpart [-efthisPart.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1050 Costs of Hearing
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In addition to filing fees set forth in Section 1075.100 of this Part, each party to the hearing shall
be required to pay its pro rata share of expenses, including the hearing officer,: transcript and

such other incidental cost as may be authorized by the hearing officer or by the
DirectorCemmissiener, unless waived by the DirectorCommissioner,

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1055 Emergency Adjudication

a)

b)

d)

g)

The Director Commissienermay use emergency adjudication proceedings in a
situation involving an immediate danger to the public or welfare requiring
immediate DivisionAgenrey action.

The Director Commissienermay take only such action as is necessary to prevent
or avoid the immediate danger to the public interest or welfare that justifies use of
emergency adjudication.

The Director Commissienershall render an Order, including a brief statement of
findings of fact, conclusions of law and policy reasons for the decision if it is an
exercise of the Director's € = dlscretlon to justify the determination
of an immediate danger and the D11 ector's € “s-decision to take the
specific action.

The DivisionAgenrey shall give such notice as is practicable to persons who are
required to comply with the Order. The Order is effective when rendered.

After issuing an Order pursuant to this Section, the DivisionAgeney shall proceed
as quickly as feasible to complete any proceedings that would be required if the
matter did not involve an immediate danger.

The Division's € “s-record consists of any documents regarding the
matter that were cons1dered or prepared by the DivisionAgeney. The Division
Commissioner-shall maintain these documents as its official records.

Unless otherwise required by a provision of law, the Division's &
record need not constitute the exclusive basis for the Director's. G@H}H%Hﬂ—eﬂel—%
action in emergency adjudication or for judicial review-thereef. Under this
Section, the Director Cemmissienermay act on the basis of nonrecord
information and may render his or her Order orally, if necessary, to cope with the
emergency.
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(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
SUBPART J: SAVINGS BANK HOLDING COMPANIES
Section 1075.1100 Applicability

a) Subpart J of this Part shall apply to stock holding companies or savings banks that
directly or indirectly own or control or seek to own or control 25%-pereent or
more of the voting shares or rights of any insured institution in any manner and to
mutual holding companies and mutual savings banks reorganizing as mutual
holding companies. This Subpart does not apply when thesaeh ownership arises in
the regular course of business as set forth in Section 2001.05 of the Act.

b) Except with the permission of the , no company shall
become a savings bank holding company.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1105 Definitions

"Acquiree savings bank" means any subsidiary savings bank, other than a
resulting savings bank, that is acquired by a mutual holding company as part of,
and concurrently with, a mutual holding company reorganization and is in mutual
form immediately prior to such acquisition.

"Affiliate" means any company that controls, is controlled by, or is under
common control with a person.

"Assets" means the total assets of the savings bank minus goodwill and any other
intangible assets, including but not limited to, purchased deposit base and branch
network, and leasehold improvements net of accumulated depreciation.

"Capital stock" includes permanent stock, guaranty stock, permanent reserve
stock, any similar certificate evidencing non-withdrawable capital, preferred
stock, or convertible preferred stock of a savings bank created or acquired under
this Subpart or of a subsidiary, institution or holding company.

"Charter" includes articles of incorporation, articles of reincorporation, or any
similar instrument, as amended, effecting (either with or without filing with any
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government agency) the organization or creation of an incorporated or
unincorporated person.

"Company" means a corporation or partnership, a savings bank, a joint stock
5 2
company, a trust or an unlncorporated organlzatlon.

"Control" is defined as it is in Section 1007.35 of the Act.

"Eligible account holder" means any person holding a qualifying deposit as of a
given date.

"Eligibility record date" shall mean the record date for determining eligible
account holders of an institution.

"Employee" does not include director or an officer.

"Equity security" means any stock or similar security or any security convertible,
with or without consideration, into such a security, or carrying any warrant or
right to subscribe to or purchase asueh security, or any sueh-warrant or right.

"Member" means any person qualifying as a member of an insured institution
pursuant to its charter or bylaws.

"Mutual savings bank" means a mutual savings bank organized and operating
under the Act.

"Net worth" means the aggregate of capital stock accounts, capital surplus and
retained earnings accounts and all other reserve accounts except valuation
reserves and specific reserves thatwhieh are in the nature of valuation reserves.

"Person" means an individual, a company, or a government or political
subdivision-thereef.

"Pre-existing depository institution" means a subsidiary depository institution that
is not an acquiree savings bank, a resulting savings bank or a savings bank in
mutual form when acquired.

"Purchase" orand "Buy" includesinelude every contract to purchase, buy, or
otherwise acquire a security or interest in a security for value.
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"Qualifying deposit" means a deposit determined pursuant to Section 1075.1935
of this Part.

"Reorganizing savings bank" means a mutual savings bank that proposes to
reorganize to become a mutual holding company pursuant to this Subpart.

"Resulting savings bank" means a savings bank in stock form that is organized as
a subsidiary of a reorganizing savings bank to receive the substantial portion of
the assets, all the insured deposits, and part or all of the other liabilities of the
reorganizing savings bank.

"Sale" orand "Sell" includesinekade every contract to sell or otherwise dispose of
a security or interest in a security for value; but these terms do not include an
exchange of securities in connection with a merger or acquisition approved by the

"Security" includes any stock, note, treasury stock, bond, debenture, transferrable
share, investment contract, voting trust certificate, or, in general, any instrument
commonly known as a "security"; or any certificate of interest or participation in,
temporary or interim certificate for, receipt for, or warrant, or right to subscribe to
or purchase any of the foregoing.

"Stock" means common or preferred stock, or any other type of equity, security,
including (without limitation) warrants or options to acquire common or preferred
stock, or other securities that are convertible into common or preferred stock.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1110 Mutual Holding Company Reorganizations

A mutual savings bank may reorganize to become a mutual holding company, or join in a mutual
holding company reorganization or thereafter as an acquiree savings bank or a pre-existing
depository institution, only upon satisfaction of the following conditions:

a) A Reorganization Plan is approved by a majority of the board of directors of the
reorganizing savings bank and any acquiree savings bank or pre-existing
depository institution.

b) A Reorganization Notice is filed with the and the
has given written notice of its approval of the proposed
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reorganization as being in accordance with applicable law.
c) The Reorganization Plan is submitted to the members of the reorganizing savings

bank and any acquiree pursuant to a proxy statement cleared in advance by the

and thesuek Reorganization Plan is approved by a
majority of the total votes of the members of each savings bank eligible to be cast
at a meeting held at the call of each savings bank's directors in accordance with
the procedures prescribed by each savings bank's charter and bylaws. When the
Reorganization Plan involves acquiring a pre-existing depository institution, the
Plan is submitted to the stockholders of the pre-existing depository institution and
is approved by the majority of the total votes of the shareholders eligible to be
cast at a meeting held at the call of the institution's directors in accordance with
the institution's charter and bylaws.

d) All necessary regulatory approvals have been obtained and all requirements of
this Subpart are met.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1111 Subsidiary Holding Company

As part of a mutual holding company reorganization or thereafter, a mutual holding company
may establish a subsidiary stock holding company which shall wholly own and control the
resulting savings bank and any acquiree savings banks. A subsidiary holding company shall be
subject to Sections 1075.1225 and 1075.1330 as if it were a resulting savings bank. The
subsidiary holding company shall be subject to Section 1075.1275(c¢) as if it were the mutual
holding company and the mutual holding company shall remain subject to Section 1075.1275(c).

| The may impose other requirements to ensure that the members of the
resulting savings bank and any acquiree savings bank have the same rights, opportunities, and
protection as if no subsidiary stock holding company been established.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1115 Prohibition Against Approval of Certain Applications for
Reorganization

| No application for reorganization may be approved by the if:

a) The plan of reorganization adopted by the applicant's board of directors is not in
accordance with this Subpart;
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b) The reorganization reasonably could be expected to result in a resulting or
acquiree savings bank or pre-existing depository institution with capital below
requirements established by the and by Federal law;

C) The reorganization results in a taxable reorganization under the United States
Internal Revenue Code of 1986 (26 1 et seq.) and the
upon a written finding determines that the reorganization
will endanger the safety and soundness of a resulting or acquiree or pre-existing
savings bank; or

d) A resulting savings bank does not secure insurance of its deposit accounts backed
by the full faith and credit of the United States government before reorganization.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1120 Contents of Reorganization Plans
Each Reorganization Plan shall contain a complete description of all the significant terms of the

proposed reorganization, shall attach and incorporate any Stock Issuance Plan proposed in
connection with the Reorganization Plan, and shall:

a) Provide for amendment of the charter and bylaws of the reorganizing savings
bank in accordance with this Subpart and attach and incorporate thesueh charter
and bylaws;

b) Provide for the incorporation and organization of the resulting savings bank in

accordance with this Subpart and attach and incorporate all required material;

c) Provide for amendment of the charter and bylaws of any acquiree savings bank to
read in the form of the charter and bylaws of a stock savings bank and attach and
incorporate thesaeh charter and bylaws;

d) Provide for the transfer of assets and liabilities pursuant to Section 2007(a)(2) of
the Act and this Subpart from the reorganizing savings bank to the resulting
savings bank;

e) Provide that all assets, rights, obligations, and liabilities of whatever nature of the
reorganizing savings bank that are not expressly retained by the mutual holding
company shall be deemed transferred to the resulting savings bank;
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f) Provide that each depositor in the reorganizing savings bank, any acquiree savings

bank, or any pre-existing depository institution immediately prior to the
reorganization shall upon consummation of the reorganization receive without
payment, an identical account in the resulting savings bank or the acquiree
savings bank, as the case may be (appropriate modifications shall be made to this
provision if a merger is a part of the reorganization);

g) Provide that the Reorganization Plan as adopted by the boards of directors of the
reorganizing savings bank, any acquiree savings bank and any pre-existing
depository institution may be substantively amended by those boards of directors
as a result of comments from regulatory authorities or otherwise prior to the
solicitation of proxies from the members of the reorganizing savings bank and any
acquiree savings bank or stockholders of any pre-existing depository institution to
vote on the Reorganization Plan and at any time thereafter with the concurrence
of the ; and that the reorganization may be terminated by
the board of directors of the reorganizing savings bank, any acquiree savings bank
or any pre-existing depository institution at any time prior to the meeting of the
members or stockholders called to consider the Reorganization Plan and at any
time thereafter with the concurrence of the ; the

shall concur with an amendment or termination under this Section
unless he or she finds that to do so would be inequitable to members or injurious
to a savings bank;

h) Provide that the Reorganization Plan shall be terminated if not completed within a
specified period of time. The time period shall not be more than 24 months from
the date upon which the members of the reorganizing savings bank or the date
upon which the members of any acquiree savings bank, or stockholder of any pre-
existing depository institution, whichever is earlier, approve the Reorganization
Plan and may not be extended by the reorganizing or acquiree savings bank or the
pre-existing depository institution; and

1) Provide that the expenses incurred in connection with the reorganization shall be
reasonable.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1210 Liquidation Account and Proxies

a) Each mutual savings bank converting to form a holding company must establish a
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"liquidation account" for members of the mutual savings bank before conversion.
The liquidation account may be maintained at a holding company level or by the
savings bank. The total amount allocated to the liquidation account shall be
equivalent to the amount of stock issued to the holding company by the stock
subsidiary upon infusion of assets and liabilities to the stock subsidiary.

b) Each member of the liquidation account who maintains an account in the stock
subsidiary savings banksbank(s} shall be entitled, upon liquidation of the mutual
holding company, to a fractional share of the value of the mutual holding
company. The numerator of the fractional share shall be the amount of qualifying
deposits in the member's account on the record eligibility date, which date shall
be set by the board of directors in their Plan of Conversion and/or application to
form a mutual holding company, and/or the supplemental eligibility record date
and the denominator of the fractional share shall be the total amount of qualifying
deposits of all eligible and supplemental eligible account holders in the converting
mutual savings bank on the eligibility record date. Any plan to liquidate the
mutual holding company must be approved by the and
must satisfy all claims of creditors, including liquidation account holders. Any
remaining value in the mutual holding company shall be transferred to the capital
accounts of the subsidiary stock savings banksbank{s).

c) All proxies previously executed and assigned by members of the mutual savings
bank converting to form a holding company shall remain valid and effective
without impairment as long as the member maintains an account in the new stock

savings bank.

d) A liquidation account need not be established under this Section if one is
established under Section 1075.1225 and Subpart O of this Part.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1215 Mutual Holding Company Ceasing to be a Depository Institution

a) Each mutual savings bank thatwhieh converts to holding company status in
conjunction with the chartering of a stock subsidiary shall be issued a "restated or
amended charter" as a mutual holding company by the and
the directors shall either return the original charter, insurance

undertakings and certificate of insurance to the issuing authority, as evidence of
ceasing to be an insured depository institution or may transfer them to the stock
subsidiary with permission of the . The Director'sSueh



ILLINOIS REGISTER 19155
06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS

permission shall be given upon successful completion of an examination to assure
conformance with regulatory and statutory requirements.

b) Upon the issuance of the charter of a stock savings bank by the

, a mutual holding company shall cease to be a savings
bank.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1220 Directors of a Mutual Holding Company

a) Each new board of directors for the mutual holding company shall be selected by
vote of members, in a process to be determined by the bylaws of each entity.

b) Each board of directors shall have at least five members.

c) Sections 4008, 4009, 4010, and Article 11 of the Act shall apply to a mutual
holding company with regard to directors' vacancies,
directors' attendance at meetings, qualifications to be director,
enforcement powers, and similar matters, except that the mutual holding company
may file a written request for waiver of compliance with any provision with the

. TheSueh request must provide detailed discussion of the

grounds for thesueh request. In determining whether to grant a waiver of
compliance, the shall consider the following factors,
including, but not limited to:

1) whether applications of those provision to mutual holding companies
would be inappropriate because the provisions are drafted for savings
banks;

2) whether a mutual holding company and its subsidiary meet or exceed all
applicable capital requirements and are not in violation of any statutes or
rules;

3) whether there are pending contested regulatory matters; and

4) whether waiver would work undue hardship or result in undue advantage

or risk, prejudicing a situation currently or in the future.

d) Upon creation of the resulting savings bank, the board of directors of the
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reorganizing savings bank shall nominate a board of directors for the resulting
savings bank.

e) A mutual holding company may provide for cumulative voting for
directors in its bylaws.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1225 Stock Issuance Plan

If the reorganizing savings bank offersshall-effer stock to any party other than the mutual
holding company, it shall submit a stock issuance plan that meetswhieh-shal-meet the following
conditions:

a) At all times, a mutual holding company shall own and control more than 50% of
each class of common stock and more than 50% of the capital stock in the
aggregate, issued by the resulting savings bank, any acquiree savings bank, or any
savings bank, in the mutual form when acquired. The foregoing restriction shall
not apply to an acquisition by a mutual holding company of a pre-existing
depository institution.

b) Any capital stock issued and offered for sale by a subsidiary savings bank as
described in subsection (a) of this Section, to persons other than the mutual
holding company, shall be offered in accordance with Subpart O of this Part, but
subject to subsection (d) of this Part except that:

1) the words "mutual savings bank" shall refer to resulting savings banks or
acquiree savings banks;

2) references to conversion from mutual to stock form shall refer to mutual
holding company reorganization;

3) the words "plan of conversion" shall refer to the Reorganization Plan;
4) the words "total offering', and "offering" shall refer to the minority portion
of the capital stock issuance that may be offered and purchased by persons

other than the mutual holding company;

5) Sections 1075.1990 and 1075.2170 of this Part shall not apply;
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6) At Section 1075.2110 of this Part, the reference to Section 1075.2160 of
this Part shall not apply and the words "converted savings bank" shall
refer to the resulting stock savings bank;

7) Nothing in Section 1075.2150 of this Part shall interfere with the
requirements of subsection (a) of this Section; and

8) At Section 1075.1950 of this Part, receipt of a liquidation distribution
from the liquidation account shall be in the event of a complete liquidation
of the mutual holding company rather than the converted savings bank.

To the extent the pricing materials submitted pursuant to Subpart O of this Part
include any discount due to the minority status of the stock to be offered, the
materials must indicate the amount of the discount and how that amount was
determined. Furthermore, if the plan calls for a waiver of dividends for the shares
owned by the mutual holding company, the materials should indicate whether this
waiver results in an ability to pay higher dividends to minority shareholders and,
if so, why the discount is nonetheless warranted.

The may waive a requirement of Subpart O of this Part
upon a finding that thesueh waiver would not work an injury on the mutual
holding company or its subsidiaries, that it would be inequitable to members and
eligible account holders, that the reorganization, if the waiver is granted, provides
protections and opportunities equivalent to those that would exist if no waiver
were granted, and that no other course of action that fully complies with Subpart
O of this Part and this Subpart exists.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1230 Stock of a Subsidiary of a Mutual Holding Company

a)

b)

A resulting savings bank shall issue shares to the holding company only after
sufficient assets to match transferred deposit liabilities are transferred to the
resulting savings bank and, if applicable, an acquiree savings bank and after
written confirmation of continuation of insurance of accounts is received from the
deposit insurance corporation.

Stock issuance shall initially be only common stock, but other classes of stock
may be issued upon application to and approval by the
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Each share of common stock shall entitle its owner to one vote.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1235 Stock Subsidiary Formation

In conjunction with the formation of a resulting savings bank of a mutual holding company, the
requirements of Article 3, Incorporation and Organization, of theFhe Act shall apply with the
following additions.

a)

b)

d)

In the case of a change of corporate form, which does not alter the assets and
liabilities of the reorganizing savings bank, or any acquiree savings bank, as
transferred to the resulting savings bank with regard to their amount or quality,
the "minimum initial capital...which would be required to obtain insurance of
accounts by the Federal Deposit Insurance Corporation" shall mean the amount of
minimum capital which the reorganizing savings bank, or any acquiree savings
bank, was required to have to maintain its federal insurance of accounts.

The application to organize shall be made by the directors of the
reorganizing savings bank. Copies of directors' and officers'
affidavits and statements of personal interest from the last five(5) years'
examination reports may be submitted to the to the extent
that they provide business and financial information on affiliations with any other
financial institutions. Each applicant shall submit amendments to these materials
to provide omitted, but required, information.

Exhibits and maps shall display the original and new savings bank's customer
area, and provide quarterly Federal and/or State reports for the four quarters
preceding application, as well as the reorganizing savings bank's last twe—<(2)
audited financial statements.

The may require information as to:

1) how stock shall be distributed. Such reports shall be required upon
formation of the holding company, before issuance or marketing of stock
and at any other time necessary to ensure fundamental fairness to
stockholders, members, depositors and for reasons related to the safe and
sound financial operation of any resulting savings bank, acquiree savings
bank, or pre-existing depository institution;
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2) the form and manner of expressing ownership; and

3) the amount of treasury stock thatwhieh shall be held: and any planned
issuances of capital stock or equity securities, with projected dates and
amounts.

e) Once the resulting savings bank is formed, if the reorganizing savings bank no
longer retains any deposits, it shall no longer be required to maintain insurance of
accounts.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1245 Members' Rights

Rights of members of the resulting savings bank, acquiree savings bank, any savings banks in the
mutual form when acquired shall be transferred to the mutual holding company, except that a
savings bank may eliminate borrowers' rights in the process of forming the holding company by
incorporating a new definition of membership in the holding company's and subsidiaries' Articles
of Incorporation. Each depositor in the resulting savings bank, an acquiree savings bank, and any
savings banks in the mutual form when acquired shall be a member of the mutual holding
company and shall have one vote for each $100 of value of each account; notwithstanding the
foregoing restriction, a mutual holding company may upon giving notice to the

limit the number of votes cast by any persons to 1000 votes unless the

finds upon review of relevant law and facts, the limitation is inequitable
to depositors.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1250 Investment

A mutual holding company may invest in the stock of or other forms of equity ownership of any
company or entity which the board of directors determines to be in the best interests of stock
owners and depositors, and such investment shall be documented in the holding company's
minutes with reference to items such as price/earnings rates, future prospects, sources of income,
level of risk, compatibility with the overall business plan of the holding company and complete
disclosure of any directors', officers', employees' or 5%-pereent or more
stockholders' interests in the entity.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
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Section 1075.1255 Notice Requirement/Corrective Action
A holding company shall give immediate written notice to the of any
corrective action ordered or requested by a governmental agency, relative to the financial affairs
of the holding company, except those actions ordered by the -of Banks

andRealEstate. A holding company shall give written notice before acting upon such orders or
requests, except when such order is effective immediately upon receipt. The method of
transmittal shall be by messenger mail, private messenger service or telefax transmittal. Any
such corrective actions required to be performed immediately shall be reported to the

within swenty—four{24) hours afteref receipt.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1260 Insider Abuses

Matters or issues resulting from apparent wrongdoing, including insider abuses, shall be brought
to the attention within ten10) business days after discovery, by the
appropriate management personnel of the holding company. Copies of any required reports,
including police and Federal Bureau of Investigation reports, shall be included with the
notification to the

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1265 Determination of the Qualification and Condition of an Out-of-State
Acquisition

When requested, the shall review the laws of any state to determine
whether the laws of that state expressly authorize an Illinois savings bank holding company to
acquire a savings bank or savings bank holding company in that state. The

shall issue a finding that such other state law either does or does not provide
qualifications and conditions thatwhieh are unduly restrictive for the acquisition when compared
to those imposed by the laws of Illinois.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1270 Acquisition and Disposal of Subsidiaries

a) As permitted by the Act, this Partthereles-promulgated-thereunder, and applicable

federal law, a mutual holding company, with approval of its board of directors,
the , and its members, may:
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1) acquire control of, or make non-controlling investments in the stock of, a
stock depository institution or stock depository institution holding
company;
2) acquire a mutual savings bank, upon approval of acquiree's board of

directors and members, pursuant to a merger into the resulting savings
bank, into an acquiree savings bank, or into another savings bank that was
in the mutual form when acquired or with a bridge charter;

3) acquire a mutual savings bank or savings bank holding company, upon
approval of the acquiree's board of directors and members, by merging
with the mutual savings bank holding company;

4) acquire control of, or make non-controlling investments in the stock of,
other corporations.

A stock holding company may make acquisitions or investments or enter into
mergers as permitted by the Act, this Parttherulespromulgated-thereunder, and
applicable federal law with approval of its board of directors, the

and its stockholders.

Each holding company disposing of a subsidiary shall give not less than 30 days
prior notice of thesuehk planned disposition to the . Disposal
of a subsidiary must be approved by the

The shall approve a transaction contemplated by this
Section upon finding that the transaction complies with applicable law, has
received necessary approvals under federal law, and is not inequitable to members
or injurious to a savings bank.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1275 Dividend Limitations and Waivers

a)

No subsidiary savings bank may declare or pay a cash dividend on or repurchase
any of its capital stock unless the declaration or payment of the dividend or
repurchase would be in accordance with the requirements of Section 5008 of the
Act and would not reduce the capital of the converted savings bank below the
greatest of:
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1) the amount required for the liquidation account;
2) the amount required by the ; or
3) the amount required by federal law.

A converted mutual savings bank may pay dividends on preferred stock at the rate
or rates agreed in connection with the issuance of preferred stock, if such issuance
has been approved by the . However, the

shall approve no issuance or payment that would reduce
the capital of the converted savings bank below the greatest of:

1) the amount required for the liquidation account;
2) the amount required by the ; or
3) the amount required by federal law.

No mutual holding company may waive its right to receive any dividend declared
by a subsidiary unless:

1) No insider of the mutual holding company, associate of an insider, or tax-
qualified or non-tax-qualified employee stock benefit plan of the mutual
holding company holds any share of stock in the class of stock to which
the waiver would apply; or

2) The mutual holding company provides the with
written notice of its intent to waive its right to receive dividends 30 days
prior to the proposed date of payment of the dividend and the

does not object. The shall
not object to a notice of intent to waive dividends if:

A) the waiver would not be detrimental to the safe and sound
operation of the savings bank; and

B) the board of directors of the mutual holding company expressly
determines that waiver of the dividend by the mutual holding
company is consistent with the directors' fiduciary
duties to the mutual members of thesaeh company. A dividend
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waiver notice shall include a copy of the resolution of the board of
directors of the mutual holding company, in form and substance
satisfactory to the , together with any
supporting materials relied upon by the board, concluding that the
proposed dividend waiver is consistent with the board's fiduciary
duties to the mutual members of the mutual holding company.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1280 Officers and Directors List

The secretary of each holding company shall submit to the a list of all
officers and directors of the holding company. This list shall be submitted within 10
days after the election of the holding company's board of directors, and any changes or additions
in the list shall be submitted to the within 10 days after the occurrence of
thesueh change or addition. Along with thesueh list there shall also be submitted an affidavit
executed by each officer and director containing a statement thatwhieh shall set
forth details as to the present and, for the 5 years preceding, the business of every officer and
director and the nature of their prior affiliations with any financial institution and its
subsidiaries, holding company or subsidiary of a financial institution holding company.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1285 Access to Books and Records

The shall have access to subsidiaries' and holding companies' books and
records.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1290 Annual Audit Requirements

Every holding company shall cause its books and records to be audited at least once annually by
an independent licensed public accountant. The shall receive a copy of
the licensed public accountant's annual audit report, along with all supporting documentation.
The report of audit shall be on a consolidated basis unless, in the auditor's opinion, certain
subsidiaries or parent entities should be reported on separately. If separate reports are prepared,
they should be prepared on the same basis as the report on the holding company.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
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Section 1075.1300 Notice of Appointment of Independent Accountants

‘ a) Notice shall be made to the of the appointment of the
licensed public accountant not less than sixty(60) days before the fiscal year-end
of the holding companies. Any change in the licensed public accountants shall be

| forwarded to the within sixty(60}) days after theefsueh
change along with a letter from the replaced accountant stating whether the

| change, was the result of a dispute over the accounting treatment of a material
matter.

b) Copies of the Annual Audit shall be filed, in triplicate, with the of
Banks and Real Estate within ninety(90) days afteref the fiscal year-end of the
registrant.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1310 Holding Company Supervisory Fees

a) Each savings bank holding company operating under the Act as of the close of

| each calendar year shall pay annually to the a fee of $5.00
per million dollars of consolidated assets (excluding the assets of any Illinois
State-chartered savings bank or savings and loan association) of the savings bank

| holding company and its subsidiaries. TheSueh fee shall be based on the total
assets of each savings bank holding company and each subsidiary as shown by its
financial report filed with the for the reporting period
ended December 31. TheSueh fees shall be for the calendar year then ended.
Computations shall omit hundreds from the total assets and the fee shall be
rounded to the nearest thousand dollar amount.

b) One fourth of the sum of the supervisory fee so determined shall be remitted at
the time of each calendar quarter end. A calendar quarter end shall mean March
| 31, June 30, September 30, and December 31. TheSueh fees shall be for the
respective current calendar year.

€903 days following the close of the respective calendar year; however, the dates
of billings shall not prejudice the validity of an invoice for any sueh-fees billed at
a later date.

' c) Supervisory fees shall be determined by the within ainety



ILLINOIS REGISTER 19165
06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS

d) Whenln-the-sitaation-where service corporations and/or finance subsidiaries are
owned by the savings bank, the owned assets may be consolidated with the assets
of the savings bank for calculation of this fee. If the finance subsidiary is not
active and is in the form of a Collateralized Mortgage Obligation or a similar
vehicle, the shall waive that portion of the fee attributed to
the finance subsidiary.

e) In the event the Statestate charter is converted or otherwise surrendered during the
year, the shall determine the supervisory fee based on the
total assets of the savings bank holding company as of the month-end
immediately preceding the cancellation of the Statestate charter, except that the
measurement date may be another date at the discretion of the

in the event a savings bank holding company elects to
liquidate. In determining whether to set another measurement date, the

shall consider the following elements: whether the
savings bank is undergoing a planned liquidation (where a savings bank elects to
not continue operations); or the savings bank has transferred significant assets
(more than .5% Y-efJt-pereent-of the total assets at the previous measurement
date).

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1315 Examination Fees

Time expended in the conduct of any examination of the affairs of any savings bank or service
corporation pursuant to Section 9004 of the Act or applicable service corporation undertakings,
respectively, shall be billed by the at a rate of $55.00 per examiner hour.
TheSueh fee shall be billed within ferty—five(45) days following completion of the respective
examination. In the situation where examination procedures are performed at out-of-state
locations, the examination fee of $55.00 per hour plus travel, lodging and per diem shall be
assessed. Additionally, travel time shall be billed at the examination rate of $55.00 per hour.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1325 Manner of Payment
Each invoice for a fee billed by the pursuant to SectionsSeetion
1075.1305, 1075.1310 and 1075.1315 of this Part shall be due and payable upon receipt of the

invoicesame by the savings bank or service corporation. Payment shall be by check, draft or
money order made payable to the DivistenDepartment of Financial and Professional
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-of Banks-and Real Estate.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1330 Conversion of Mutual Holding Companies

| With approval of the , upon a finding by the that
the conversion complies with applicable law, has received necessary approvals under federal
law, and is not inequitable to members or injurious to a savings bank, a mutual holding company
may convert to a capital stock holding company. Any capital stock issued and offered for sale by
a converting holding company shall be offered in accordance with Subpart O of this Part except

that:

a)
b)

d)

The words "mutual savings bank" shall refer to mutual holding company.

Section 1075.2170 of this Part shall not apply unless a subsidiary depository
institution does not meet applicable capital requirement and the mutual holding
company is unable to meet the requirements of the applicable net worth
agreement entered into under Section 1075.1240 of this Part.

Requirements in Subpart O of this Part for filing presentation or disclosure of
financial, regulatory operations or management information shall apply to either
the mutual holding company or its subsidiaries, or both, whichever filing,
presentation or disclosure provides, as determined by the ,
the most complete description of the mutual holding company and its subsidiaries.

Stock issued pursuant to Section 1075.1225 of this Subpart may be exchanged for
stock issued by the mutual holding company in a conversion of the mutual
holding company to stock form under this Section if the mutual holding company
demonstrates that the exchange is equitable to the subsidiary depository institution
and the mutual holding company members.

The may waive a requirement of Subpart O of this Part
upon a finding that thesueh waiver is not injurious or inequitable to the mutual
holding company or its subsidiaries, that it is not inequitable to members or
eligible account holders, that the conversion, if the waiver is granted, provides the
equivalent protections and opportunities as a conversion that fully complies with
Subpart O of this Part and this Section, and that no other course of action that
fully complies with Subpart O of this Part and this Section exists.
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(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

SUBPART K: CONVERSION OF AN EXISTING DEPOSITORY INSTITUTION

INTO AN ILLINOIS SAVINGS BANK

Section 1075.1400 Scope of Rules

No existing depository institution shall convert to an Illinois savings bank without the written

| approval of the

pursuant to

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1410 General Rules for Conversion Plan

a) An application for conversion shall be approved only if the
| finds that:
1) the conversion plan adopted by the applicant's board of directors or

2)

3)

4)

5)

6)

trustees (hereinafter"board"), and all documentation submitted in support
of the application for conversion complies with the provisions of this
Parttheseregulations, the Act, and other applicable provisions of law;

the resulting savings bank will operate in a safe, sound and prudent
manner;

the conversion plan will result in a savings bank that has adequate capital,
and satisfactory management and earnings prospects as prescribed in the
Act;

the owners and directors of the converting depository
institution and of the resulting savings bank are qualified by character and
financial responsibility to legally and properly control and operate the
proposed savings bank to be formed as a result of the conversion plan;

the converting depository institution has taken steps to obtain insurance of
accounts from the deposit insurance corporation;

the conversion plan is equitable to account holders, borrowers, creditors,
employees or stockholders and is in the public interest; and
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7) the converting institution has paid all outstanding bills for supervisory

fees, examination fees, and penalties associated with its original charter.

b) The experience and the performance record of the persons to be in control or in
| key management positions shall be evaluated by the as to
the probability of sound operation of the resulting savings bank.

| C) The shall make the same investigation and determine the
same questions as would be required by law to make and determine in the case of
| the submission to the of an Articles of Incorporation for a

proposed new Illinois savings bank.
(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1415 Adopting and Filing of a Conversion Plan

a) The board of directors of an existing depository institution desiring to convert in
accordance with this Parttheseregulations shall adopt a conversion plan at a
meeting of thesteh board of directors.

b) Upon the adoption of the conversion plan as provided in subsection (a) , an
existing depository institution shall file with the 3
threecopies of the application for approval of a Plan of Conversion, which shall
include the conversion plan and each document required to be part of the
conversion plan. The application shall be in the form required by the

c) An application for approval of a conversion plan shall be on forms prescribed by
| the

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1430 Issuance of Certificate of Approval

| The , upon approving a conversion plan, shall issue a certificate of
approval of the conversion plan which shall authorize the applicant to proceed with its
| conversion plan. The may add such conditions to the certificate of

approval as he or she considers necessary.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
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Section 1075.1435 Final Approval of the Conversion
| a) Upon a determination by the that all applicable
requirements of law have been met, including the surrender of the original charter,
| the shall issue to the applicant a Certificate of Authority

to Operate. The savings bank shall then file its amended charter and Articles of
Incorporation as an Illinois savings bank with the County Recorder in the county
in which the savings bank is headquartered.

b) Upon sueh-filing, the applicant shall be an Illinois savings bank under sole
supervision of the and of the Federal Deposit Insurance
Corporation.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

| Section 1075.1450 Directors of Resulting Savings Bank

directors of the resulting savings bank until the first election of directors thereafter,
or until the expiration of their terms as directors, and shall have the power to take
all necessary measures and to adopt regulations concerning the business and management of the
resulting converted savings bank.

. The persons named as directors in the Plan of Conversion shall be the

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
SUBPART L: SUPERVISION
| Section 1075.1500 Sale of Offices; or Facilities-and Equipment
a) Except the sale of a branch office under Section 1075.740 of this Part, a savings
bank contemplating sale of any office or facility must provide 90 days notice to
the of its intent to do so. A copy of a signed letter of intent
to purchase must be received by the at least 30 days before

the closing date of the contemplated sale.

| b) Notice to the shall include:
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1) addresses of the facilities and offices to be sold;
2) analyses of the accounts, loans and obligations of the facilities' and offices'
business;

3) a draft of notifications to be sent to all parties who would be affected by
the sale, including depositors, creditors, account holders, and borrowers;

4) notifications must detail names and addresses of the seller and buyer, what
business will be transferred to the buyer, if anything shall remain with the
seller, when business remaining with the seller will be administered,

5) all final notifications under this Section must be registered mail, certified
mail, or personally delivered. A time schedule for notifications must be
included; and

6) an analysis of the effect on the selling savings bank's financial condition,
including discussion of any accounting issues, and pro forma financial
statements for before and after the transaction. Specific discussion must be
included about the manner of payment and deviation of pricing.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1520 Bridge Charters

a)

b)

d)

A savings bank may apply to the for authority to form a
"bridge charter" to facilitate a corporate restructuring or voluntary change, only
on condition that an additional savings bank is not created. Organization of a
bridge charter shall not be subject to the requirements of Article 3 of the Act.

The may only authorize the formation of an interim
savings bank charter under this Section. An applicant desiring another type of
financial institution charter shall apply for same to the regulator appropriate to
that charter.

Each application shall specify the purpose of the interim charter, the required end
result, the ownership size, capital business plan, management structure, and

duration of the initial, interim and final savings bank.

An applicant for an interim charter under this Section shall inform the
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of any transaction contemplating use of an interim
charterCharter at least 90 days before the closing date of the transaction.

e) Except to the extent established by the original savings bank, no interim charter
may do retail business with the public; advertiseadvertising; make purchases; or
pay salaries, bonuses; or fees,-er obligate to hire, or contract.

f) An interim charter may exist for no more than 3three days, which may not be
business days. On a normal business day, an interim charter may not be in
existence for more than the time required to sign or otherwise finalize documents.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1530 Unsafe and Unsound Practices

If the receives notice of failure to renew or of cancellation of the bond
required by Section 4009(a) of the Act, or if such bond is determined, from examination or from
reports made by the savings bank, to be inadequate when compared:a} with the amounts of
thesuehk bond carried by savings banks of comparable capital size, pursuing similar investment
policies and similar management capabilities,:b} or with amounts required by its federal insurer
of accounts, he or she shall immediately pursue one of the remedies enumerated in Articles 9 and
10 of the Act.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1540 Failure to Comply with Report of Examination

If the determines that a savings bank has failed to comply with
recommendations made in or as the result of a report of examination within ferty—five(45) days
after the date the report is transmitted, then he or she may poll the savings bank's officers and
board of directors personally concerning his or her recommendations, and, absent convincing or
compelling changes of information, market conditions or financial condition of the savings bank,
he or she shall summarily issue a temporary suspension in writing to officers and

directors who refused or prevented taking the recommended steps. TheSueh suspension shall bar
the specified individual until the Order is modified or vacated by the

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

SUBPART M: REMOVALS, SUSPENSIONS AND INDUSTRY WIDE PROHIBITION
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Section 1075.1600 Scope
, in accordance with the Act and , may remove or

The

suspend any officer,

director, employee or agent of a savings bank operating under

the Act or prohibit an individual from further participation in any manner in the affairs at any
savings bank operating under the Act.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1610 Notice of Intention and Answer

a) Subject to Section 1075.1630 of this Part, proceedings to remove or suspend an

| officer,

director, employee or agent of a savings bank operating

under the Act or to prohibit an individual from further participation in any manner
in the affairs of any savings bank operating and regulated under the Act shall
commence upon service of Notice of Intention to Remove, Suspend or Prohibit.

b) The notice shall:

1) state the grounds for the action;
2) recite the statutory basis for the action;
| 3) be signed by the ;
4) be with a notice of hearing on the matter that sets a hearing date within
| thirty (30 days afteref service of the notice of intention and names a
hearing officer who shall conduct the hearing; and
| 5) include a copy of the rules pertaining to
hearings.
| c) Hearing shall be pursuant to

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1620 Removal and Prohibition by Order

In the event of consent, or, if upon the record submitted by the presiding hearing officer pursuant

| to

, and subject to Section 1075.1630 of this Part, the
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finds that any of the charges have been established, the may issue an

Order of removal or suspension from office or of prohibition from participation in any manner in
the affairs of a savings bank operating under the Act. TheSueh-an Order is effective upon service
(except in the case of an Order issued upon consent that;whieh is effective at the time specified
in the Orderthereint) and shall remain effective and enforceable unless stayed, modified,
terminated or set aside by action of the or a reviewing court.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1630 Suspension by Notice

a)

b)

Upon determination that suspensionsueh-aetion is necessary for the protection of a
savings bank operating under the Act or for depositors and in accordance with the
Act and , the may by notice suspend an
officer, director, employee or agent of a savings bank operating
under the Act and suspend theas individual from participation in any manner in
the affairs of any savings bank operating under the Act.

A suspension Order by the issued pursuant to this Section
shall be in effect and enforceable upon service and, unless stayed by a reviewing
court, shall remain in effect until the charges are dismissed and the administrative
proceedings are completed, or until the effective date of any final Order of
removal, suspension or prohibition that is issued by the

A suspension Order by the issued pursuant to this Section

shall:

1) contain findings of fact sufficient to support imposition of a suspension by
notice;

2) recite the statutory basis for the Order;
3) appoint a hearing officer;

4) impose an immediate suspension of participation in any manner in the
affairs of any savings bank operating under the Act;

5) be signed by the or by a person authorized to act in
her or his stead; and
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6) be with a notice of suspension that:

A) sets a hearing date within thirty (30} days afteref the date on which
the Order takes effect;

B) names the hearing officer who shall conduct the hearing; and

@) includes a copy of the rules pertaining
to hearings.

Subject to this Subpart M-ef-thisPart, hearing shall be pursuant to Subpart I of
this Part.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1640 Industrywide Prohibition

a)

b)

Any person subject to an Order of removal or suspension or prohibited from
participation in any manner in the affairs of a savings bank operating under
theFhke Act upon an Order of the , without hearing on the
matter, shall be prohibited from participation in any manner in the conduct of
affairs of a savings bank regulated by the State of Illinois, another insured
depository institution regulated by the State of Illinois, or any other financial
services entity regulated by the State of Illinois.

An Order for industrywide prohibition shall:
1) state the grounds for the industrywide prohibition;
2) recite the statutory basis for the action;

3) include the Order of removal, suspension or prohibition to which the party
is subject; and

4) be signed by the

Notwithstanding subsection (a) , a prohibition from participation shall cease
to apply to the party, but only to the extent that consent is granted, if, on or after
the date an Order is issued under this Section a party receives the written consent
of:
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1) the ; and

2) all other regulatory bodies of the insured depository institution or financial
services entity to which the party proposes to participate in the conduct of
affairs.

Request for consent of the shall be made in writing to the
. The decision of the is not
reviewable. The request shall include:

1) a written statement of the consent that is requested;
2) a written statement of the proposed participation in the conduct of affairs
of an insured depository institution financial or financial services entity;

and

3) a written statement, supported by all relevant documentation, of the
reasons why the party believes consent should be granted.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1650 Unauthorized Participation of Convicted Individual

a)

b)

Upon a finding by the , without hearing on the matter, that
a current or proposed officer, director, agent or employee of a
savings bank operating under the Act has been convicted of any criminal offense
involving dishonesty or a breach of trust, the shall Order
that such person shall not participate in any manner, at the conduct of affairs at a
savings bank operating under the Act.

The Order of the shall:
1) state the grounds for the Order;
2) recite the statutory basis for the Order;

3) include true copy of the final judgment of the conviction of the individual;
and



ILLINOIS REGISTER 19176
06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS
4) be signed by the

c) Notwithstanding subsection (a) , the , upon prior
request, may grant written consent to participate in a savings bank operated under
the Act. A request must be made in writing to the . The
decision of the is not reviewable.

d) Request for consent of the shall be made in writing to the
. The request shall include:

1) a written statement of the consent that is requested;

2) a written statement of proposed participation in the conduct of affairs of an
insured depository institution or financial services entity; and

3) a written statement, supported by all relevant documentation, of the
reasons why the party believes consent should be granted.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
SUBPART N: ACQUISITION OF CONTROL OF SAVINGS BANK
Section 1075.1700 Acquisition of Control of Savings Bank
a) As used in this Section, the following definitions apply:

1) "Affiliate" means any company that controls, is controlled by, or is under
common control with a person.

2) "Company" means a corporation, a partnership, an association, a joint
stock company, a trust or an unincorporated organization.

3) "Control" means the ability of any person, entity, persons, or entities
acting alone or in concert with one or more persons or entities, to own,
hold, or direct with power to vote, or to hold proxies representing, 10% or
more of the voting shares or rights of a savings bank, savings bank
subsidiary, savings bank affiliate, or savings bank holding company.: or
the ability to achieve in any manner the election or appointment of a
majority of the directors of a savings bank. This definition shall not apply
to the voting of proxies obtained from depositors if the proxies are voted
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as directed by a majority of the board of directors of the savings bank or of
a committee of directors when the committee's composition
and powers may be revoked by a majority vote of the board of directors.

"Person" means an individual, a company or a group acting in concert.

"Associate", when used to indicate relationship with any person, means:

A)

B)

0

D)

any corporation or organization (other than the applicant or a
wholly owned subsidiary of the applicant) of which thesaeh person
is an officer or partner or is, directly or indirectly, either alone or
together with one or more members of his or her immediate family,
the beneficial owner of 10% or more of any class of securities;

any trust or other estate in which the person has a substantial
beneficial interest or as to which thesueh person serves as trustee
or in a similar fiduciary capacity;

any relative or spouse of thesuaeh person or any relative of thesueh
spouse, who has the same home as thesueh person or who is an
organizationa director or officer of the savings bank or a related
entity; or

anyone who has an agreement, arrangement, or understanding,
with thesueh person, the purpose or effect of which is to enable the
person to enter into and consummate any transaction described in
subsection (m) on terms more advantageous than had the
transaction been entered into or consummated by a person who
was not a party to thesueh agreement, arrangement, or
understanding.

"Savings Bank Holding Company" means any company defined by
Section 2001.35 of the Act.

It is unlawful for any person to acquire control of a savings bank or related entity
unless acquired pursuant to this Section. Any acquisition of control in violation
of this Section shall be ineffective and void.

Application to acquire control of a savings bank shall be made to the

. The application shall be under oath or affirmation, and
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shall contain substantially all the following information, plus any additional
information that the may prescribe as necessary or
appropriate to protect depositors, borrowers, stockholders, creditors, or the public
interest.

1)

2)

3)

4)

The identity and banking and business experience of each person by
whom or on whose behalf the acquisition is to be made, including, but not
limited to, his or her business activities and affiliations during the past 10
years, and a description of any pending legal or administrative
proceedings in which he or she is a party and any criminal indictment or
any conviction of such person by any state or federal court.

If not entirely described in subsection (c¢)(1), for each person by whom or
on whose behalf the acquisition is to be made, any past (for the past 10
years), present or proposed affiliation with an insured depository
institution, including, but not limited to, any past, present or proposed
employment and all affiliation or connection of the kind described under
the definition of "affiliated person of a savings bank or insured institution"
as defined in this Section.

Financial Statements

A) A statement of the assets and liabilities, including contingent
liabilities, of each person by whom or on whose behalf the
acquisition is to be made, as of the end of the fiscal year for each
of the 5 years immediately preceding the date of the notice.;
including statements of income; and source and application of
funds for each of the fiscal years then concluded, all prepared in
accordance with generally accepted accounting principles
consistently applied.:-and

B) Anan interim statement of the assets and liabilities, including
contingent liabilities, for each sueh-person by whom or on whose
behalf the acquisition is to be made, including related statements of
income; and source and application of funds, as of a date not more
than 90 days before the date of the filing of the notice.

The terms of the proposed acquisition and the manner in which the
acquisition is to be made.
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The identity, source and amount of the funds or other consideration used,
or to be used, in making the acquisition. If any part of these funds or other
consideration has been or is to be borrowed or otherwise obtained to make
the acquisition, a description of the transaction, the names of the parties,
and any arrangements, agreements, or understandings with those

partiessueh-persens.

Any plans or proposals thatwhieh any acquiring party may have to
liquidate the bank, to sell its assets or merge it with any company or to
make any other major change in its business or corporate structure or
management.

The identity of any person employed, retained, or to be compensated by
the acquiring party, or by any person on his or her behalf, to make
solicitations or recommendations to stockholders to assist in the
acquisition, and a brief description of the terms of thesueh employment,
retainer, or arrangement for compensation.

Copies of all invitations or tenders or advertisements making a tender
offer to stockholders for purchase of their stock to be used in connection
with the proposed acquisition.

In lieu of the application and information required by
subsectionssubseetion (¢)(1) through (8), the may
accept a certified true and accurate copy of notice or application filed
with the federal depository institution regulator for the purpose of gaining
approval of the proposed change in control or acquisition transaction;
provided that the federal application or notice is filed in compliance with
the 60 day notice period prescribed by Section 8015 of the Act. Nothing in
this subsection (¢)(9) precludes the from requiring
the applicant to file additional information as permitted by this Section.

When a person, other than an individual or corporation, is required to file an
application under this Section, the may require that the
information required by subsections (c)(1), (2), (3), and (7) be given with respect
to each person, as defined in subsection (a)(3), who has an interest in or controls a
person filing an application under this Sectionsubseetion.

When a corporation is required to file an application under this Section, the

may require that information required by subsections
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(c)(1), (2), (3), and (7) be given for the corporation, each officer and director of
the corporation, and each person who is directly or indirectly the beneficial owner
of 25%-pereent or more of the outstanding voting securities of the corporation.

If any tender offer, request, or invitation for tenders or other agreements to

acquire control is proposed to be made by a registration statement under the

Securities Act of 1933 (15 USC 77a et seq.), or in circumstances requiring the

disclosure of similar information under the Securities Exchange Act of 1934 (15

USC 78a et seq.), the registration statement or application may be filed with the
instead of the requirements of this Section.

Any acquiring party shall deliver a copy of any notice or application required by
this Section to the savings bank proposed to be acquired within 2twe days after
thesueh notice or application is filed with the

Any person who willfully or intentionally violates this Section is subject to
Section 11006(1) of the Act. Each day's violation shall be considered a separate
violation. This subsection in no way limits investigation, examination,
prosecution, conviction, levying of fines, or any other legal action or remedy
carried out pursuant to any other applicable statestates or federal law.

The may disapprove the acquisition of a savings bank after
the filing of a complete application if:

1) The poor financial condition of any acquiring party may adversely affect
the financial stability of the savings bank or may adversely affect the
interest of depositors, borrowers, creditors, or stockholders;

2) The plan or proposal of the acquiring party to liquidate the savings bank,
to sell its assets, to merge it with any person, or to make any other major
change in its business, corporate structure, or management may adversely
affect the financial stability of the savings bank, is not fair and reasonable
to its depositors, borrowers, creditors, or stockholders or is not otherwise
in the public interest;

3) Insufficient banking and business experience or a lack of competence or
integrity of any acquiring party may adversely affect the savings bank or

the savings bank's depositors, borrowers, creditors, or stockholders;

4) The information provided by the application is insufficient for the
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to determine whether the acquisition should be
approved or the is unable to verify the information
provided or to examine the qualifications of the acquiring party; or

5) The acquisition is not otherwise in the public interest.

The shall set forth the basis for disapproval of any
proposed acquisition in writing and shall provide a copy of the findings and order
to the applicants and to the bank involved. The findings and order shall not be
disclosed to any other party and shall not be subject to public disclosure unless the
findings or order are appealed and subject to hearing.

Whenever a change in control occurs, each party to the transaction shall report
promptly to the any changes or replacement of its chief
executive officer or of any director occurring in the next 12 month
period, including in its report a statement of the past and current business and
professional affiliations of the new chief executive officers or

directors.

For a period of 10 years following the acquisition of control by any person,
neither the acquiring party nor any associate or affiliate of the acquiring party or
the acquired savings bank shall receive any loan or the use of any of the funds of,
nor purchase, lease, or otherwise receive any property from, nor receive any
consideration from the sale, lease, or any other conveyance of property to, any
savings bank in which the acquiring party has control; except that:

1) the provisions of this subsection (1) shall not apply to transactions
permitted under sectionsSeetions 22(g), 22(h), 23A or 23B of the Federal
Reserve Act (12 USC 375a, 375b, 371¢c and 371c¢-1), or transactions with
any person (including such person's affiliates and associates) after the
person ceases to be in control of the savings bank, or ceases to be an
affiliate or associate of a person in control of a savings bank; and

2) upon application by any acquiring party or associate or affiliate or
affiliated person of a savings bank or insured institution subject to this
subsection (1), the may approve a transaction
between a savings bank and the acquiring party, person, or associate or
affiliate or affiliated person of a savings bank or insured institution, upon
finding that the terms of the transaction are at least as advantageous to the
savings bank as the savings bank would obtain in a comparable transaction
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with any person that is not an acquiring party or an associate or affiliate of
the acquiring party.

m) To enable any person to purchase any or all shares of its capital stock, no savings
bank shall make a loan to, pledge or otherwise transfer any of its assets as security
for a loan to such person or to any associate or affiliate or affiliated person of a
savings bank or insured institution, or except as otherwise permitted in this
subsection, pay any dividends to any such person or associate or affiliate or
affiliated person of a savings bank or insured institution except upon a finding by
the that such transactions are fair to stockholders,
depositors, borrowers, and creditors and does not otherwise violate any provision
of the Act. Nothing in this Section shall prohibit a dividend among shareholders
in proportion to their shareholdings.

n) The accuracy and completeness of any information submitted by the applicants
may be determined by the pursuant to the
examination authority.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1710 Anti-Takeover Provisions

| a) With approval of the , a savings bank may amend its
articles of incorporation with regard to the acquisition by any person or persons of
its equity securities. The savings bank shall file with its application for approval
an opinion, acceptable to the , of counsel independent from
the savings bank that the proposed amendmentsamendment(s) would be permitted
to be adopted by a corporation chartered by Illinois pursuant to the Business

| Corporation Act of 1983; [¢805 ILCS 5

b) No amendments of a savings bank's articles of incorporation pursuant to
| subsection (a) may be made or approved by the if
the savings bank's capital is below requirements established by the
| or by federal law or if the savings bank's most recent
composite rating (CAMEL) is composite 4 or composite 5. This subsection shall
not be construed to grant automatic approval of applications that do not fall within
the restrictions of this subsection.

C) Other than specified in subsections (a) and (b) , a savings bank shall amend
its articles of incorporation in accordance with Section 7308-2 of the Act.
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(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

SUBPART O: CONVERSION OF MUTUAL SAVINGS BANK
TO CAPITAL STOCK SAVINGS BANK

Section 1075.1800 Subpart Exclusive — Prohibition on Conversion Without Approval —
Waiver of Requirements

This Subpart shall exclusively govern the conversion of mutual savings banks to capital stock
savings banks. No mutual savings bank may convert to the capital stock form of organization
without the prior written approval of the pursuant to this Subpart.
Notwithstanding any provision of this Subpart, the may waive a
requirement of this Subpart if:

a) waiverwavier 1s required by applicable federal law or regulation;

b) waiver avoids, ameliorates, or corrects a condition enumerated in Section 10001
of the Act or serves a purpose enumerated in Section 10002 of the Act;

c) waiver is due to unforeseen circumstances thatwhieh leave no other reasonable
course of action thatwhieh complies with the requirement and waiver is not
injurious to the converting savings bank and not inequitable to its members; or

d) waiver permits the converting savings bank to convert to stock form under terms
or conditions available to a state or federal savings association or under terms or
conditions permitted by the deposit insurance corporation.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1805 Forms

The may prescribe under this Subpart forms for use by a mutual savings
bank seeking to convert to a capital stock savings bank pursuant to this Subpart.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1815 Definitions

Terms defined in other Subparts of this Part, when used in this Subpart, shall have the meanings



ILLINOIS REGISTER 19184
06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS

given in those definitions, to the extent those definitions are not inconsistent with the definitions
contained in this Subpart unless the context otherwise requires. As used in this Subpart, the
following definitions apply, unless the context otherwise requires:

"Acting in Concert" means knowing participation in a joint activity or
interdependent conscious parallel action toward a common goal whether pursuant
to an express agreement, or a combination or pooling of voting or other interests
in the securities of an issuer for a common purpose pursuant to any contract,
understanding, relationship, agreement or other arrangement, whether written or
otherwise; a person or company thatwhieh acts in concert with another person or
company (“other party") shall also be considered to be acting in concert with any
person or company who is also acting in concert with that other party, except that
any employee stock benefit plan as defined in this Section will not be considered
to be acting in concert with its trustee or a person who serves in a similar capacity
solely to determine whether stock held by the trustee and stock held by the plan
will be aggregated.

"Affiliate" means any company that controls, is controlled by, or is under common
control with a person.

"Amount", when used in regard to securities, means the principal amount if
relating to evidences of indebtedness, the number of shares if relating to shares of
common or preferred stock, and the number of units if relating to any other kind
of security.

"Applicant" is a mutual savings bank thatwhieh has applied to convert pursuant to
this Subpartehapter.

"Broker" means any person engaged in the business of effecting transactions in
securities for the account of others.

"Capital Stock" includes permanent stock, guaranty stock, permanent reserve
stock, any similar certificate evidencing nonwithdrawable capital, preferred stock,
or convertible preferred stock of a savings bank converted under this Subpart or of
a subsidiary, institution or holding company.

"Charter" includes articles of incorporation, articles of reincorporation, and
certificates of incorporation, as amended, effecting (either with or without filing
with any governmental agency) the organization or creation of an incorporated
person.
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"Company" means a corporation, a partnership, an association, a joint stock
company, a trust or an unincorporated organization.

"Control" is defined as it is defined in Section 1007.35 of theThe Act.

"Dealer" means any person who engages either for all or part of his or her time,
directly or indirectly, as agent, broker, or principal, in the business of offering,
buying, selling, or otherwise dealing or trading in securities issued by another
person.

"Department"” means the Department of Financial and Professional Regulation.

"Deposit Accounts" means any account defined as a deposit account at Section
7001 of the The-Act.

"Director" means the Director of the Department of Financial and Professional
Regulation-Division of Banking.

"Division" means the Department of Financial and Professional Regulation-
Division of Banking.

"Eligibility Record Date" means the record date for determining eligible account
holders of a converting mutual savings bank.

"Eligible Account Holder" means any person holding a qualifying deposit as
determined in accordance with Section 1075.1935.

"Employee" does not include an organization a-director or officer.

"Employee Stock Benefit Plan" means any defined benefit plan or defined
contribution plan, such as an employee stock ownership plan, employee stock
purchase plan, stock bonus plan, profit-sharing plan or other plan and its related
trust.

"Equity Security" means any stock or similar security; or any security convertible,
with or without consideration, into such a security, or carrying any warrant or
right to subscribe to or purchase such a security; or any such warrant or right.
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"Market Maker" means a dealer who, with respect to a particular security:

regularly publishes bona fide, competitive bid and offer quotations in a
recognized interdealer quotation system; or furnishes bona fide
competitive bid and offer quotations on request; and

is ready, willing, and able to effect a transaction in reasonable quantities at
his or her quoted prices with other brokers or dealers.

"Mutual Savings Banksavings-bank" means a mutual savings bank organized and
operating under theFhe Act.

"Offer of Salesale" shall include "offer", "offer to sell", or "offer of sale" and shall
include every attempt or offer to dispose of, or solicitation of an offer to buy, a
security or interest in a security, for value. These terms shall not include
preliminary negotiations or agreements between an applicant and any underwriter
or among underwriters who are or are to be in privity of contract with an
applicant.

"Officer", for purposes of the purchase of stock in a conversion under this Subpart
or the sale of this stock, means the chairman of the board, president, vice
president, secretary, treasurer or principal financial officer, comptroller or
principal accounting officer, and any other person performing similar functions
with respect to any organization, whether incorporated or unincorporated.

" Director" defined asa d
Section 1007.55 of Act.

"Person" means an individual, a company, or a government or political subdivision
Hoeed

"Principal Underwriter" means an underwriter, as defined in this Section, in privity
of contract with the applicant or other issuer of securities as to which that person
is the underwriter.

"Proxy" includes every form of authorization by which a person is or may be
designated to act for a stockholder in the exercise of his or her voting rights in the
affairs of an institution. TheSueh-an authorization may take the form of failure to
dissent or object.
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"Purchase" orand "Buy" includesinelade every contract to purchase, buy, or
otherwise acquire a security or interest in a security for value.

"Sale" orand "Sell" includesinelade every contract to sell or otherwise dispose of
a security or interest in a security for value; but these terms do not include an
exchange of securities in connection with a merger or acquisition approved by the

"Security" includes any note, stock, treasury stock, bond, debenture, transferable
share, investment contract, voting-trust certificate, or in general, any instrument
commonly known as a "security"; or any certificate of interest or participation in,
temporary or interim certificate for, receipt for, or warrant or right to subscribe to
or purchase any of the foregoing.

"Subsidiary" of a specified person is a company controlled by the person,
directly or indirectly through one or more intermediaries.

"Supplemental Eligibility Record Date" means the supplemental record date for
determining supplemental eligible account holders of a converting savings bank
required by Section 1075.1845. The date shall be the last day of the calendar
quarter preceding approval of the application for
conversion.

"Supplemental Eligible Account Holder" means any person holding a qualifying
deposit, as of the supplemental eligibility record date, excluding officers,

directors and their associates, except as provided in Section
1075.1845.

"Underwriter" means any person who has purchased from an applicant with a
view to, or offers or sells for the applicant in connection with, the distribution of
any security, or participates or has a direct or indirect participation in the direct or
indirect underwriting of any such undertaking; but the term does not include a
person whose interest is limited to a commission from an underwriter or dealer
not in excess of the usual and customary distributor'sdistributers' or seller'sseHers'
commission.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1820 Prohibition on Approval of Certain Applications for Conversion
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| No application for conversion may be approved by the if:
a) The plan of conversion adopted by the applicant's board of directors is not in
accordance with this Subpart;
b) The conversion reasonably could be expected to result in a reduction of the
| applicant's capital below requirements established by the
and by Federal law;
c) The conversion may result in a taxable reorganization of the applicant under the
United States Internal Revenue Code of 1986 (26 1 et seq.), and the

upon a written finding determines that the reorganization
will endanger the safety and soundness of the converting savings bank;

d) The converted savings bank does not secure insurance of its deposit accounts
backed by the full faith and credit of the United States government before
commencing business; or

e) Where a holding company is contemplated, the holding company will not be
either a bank holding company registered with the Federal Reserve Board under
| the Bank Holding Company Act (12 1841 et seq.) ora
savings and loan holding company registered with the Office of Thrift
| Supervision under the Home Owners' Loan Act (12 1461 et

seq.).
(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1835 Stock Purchase Subscription Rights — Eligible Account Holders

a) Each eligible account holder shall receive, without payment, nontransferable
subscription rights to purchase capital stock in an amount ranging from .1%ene-
tenth-of one-pereent to 5%fivepereent of the total offering, with each receiving
subscription rights to the same percentage of capital stock,; or in an amount that
reflects a proportioned amount that is based on the amount of the eligible account
holder's qualifying deposit relative to the total amount of qualifying deposits. The
allocation of subscription rights to purchase shares of capital stock under this
subsection shall not give the directors in the aggregate subscriptions
equal to more than 20-20%pereent of the total offering.



ILLINOIS REGISTER 19189
06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS

b) When a conversion plan is effected pursuant to Section 1075.2170, the total
number of shares refers to that number of shares not sold to the acquiror or
acquirors designated in the plan.

c) Allotment

1 If the allotment made in this Section results in an oversubscription, the
plan of conversion may provide that shares be allocated first to
| directors, officers and employees who have been account
holders for the entire 5 years before the conversion. However, the
| may waive the 5five- year requirement for an
individual upon a written finding that the individual who has not been a
| Sfive- year account holder participated in and greatly contributed to
rehabilitating the savings bank or that the waiver is necessary to maintain
the savings bank's independent ownership. Any shares not allocated to
thesueh directors, officers and employees shall be allocated
among other subscribing eligible account holders on ansueh equitable
basis, related to the amounts of their qualifying deposits, as may be
provided in the plan of conversion.

2) For the purposes of shares allocated pursuant to subsection (c)(1)the
mnediateh-preceding sentenee. directors may be allocated

additional shares in the same manner as other eligible account holders.

d) If the allotment in this Section results in an undersubscription, the plan of
conversion may provide that the directors, officers and employees of the savings
bank who are eligible account holders receive, without payment, nontransferable
subscription rights to purchase unallocated shares of capital stock. The
subscription rights shall be allocated among directors, officers and
employees on an equitable basis such as by giving weight to period of service,
compensation, or position.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1840 Stock Purchase Subscription Rights — Received by Officers,
Directors, and their Associates — Subordination

Nontransferable subscription rights to purchase capital stock received by officers and
| directors and affiliated persons of the converting savings bank based on their
increased deposits in the converting savings bank in the one-year period preceding the eligibility
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record date shall be subordinated to all other subscriptions involving the exercise of
nontransferable subscription rights to purchase shares pursuant to Section 1075.1835.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1845 Supplemental Share Purchase Subscription Rights — Supplemental
Eligible Account Holder — Conditions

a)

b)

d)

In plans with an eligibility record date that is more than 15 months before the date
of the latest amendment to the application for conversion filed before the

's approval, a supplemental eligibility record date shall
be determined in whichwhereby each supplemental eligible account holder of the
converting savings bank shall receive, without payment, nontransferable
subscription rights to purchase shares in an amount ranging from .1%enre-tenth-of
one-pereent to 5%fivepereent of the total offering, with each receiving
subscription rights to the same percentage of capital stock, or in an amount that is
based on a proportioned amount that is based on the amount of the eligible
account holder's qualifying deposit relative to the total amount of qualifying
deposits in the converting savings bank on the supplemental eligibility record
date. When a conversion plan is effected pursuant to Section 1075.2170, the total
number of shares refers to that number of shares not sold to the acquiror or
acquirors designated in the plan.

Subscription rights received pursuant to this Section shall be subordinated to all
rights received by eligible account holders to purchase shares pursuant to Sections
1075.1835 and 1075.1840.

Any nontransferable subscription rights to purchase shares received by an eligible
account holder in accordance with Sections 1075.1835 and 1075.1840 shall be
applied in partial satisfaction of the subscription rights to be distributed pursuant
to this Section.

In the event of an oversubscription for supplemental shares pursuant to this
Section, shares shall be allocated among the subscribing supplemental eligible
account holders on such equitable basis, related to the amounts of their respective
qualifying deposits, as may be provided in the plan of conversion.

director or officer of the converting savings bank shall be
entitled to subscription rights as a supplemental eligible account holder only if:
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1) thesueh person is not also an eligible account holder entitled to
subscription rights under Section 1075.1835; and
2) thesueh person became a director or officer of the converting savings bank

after the eligibility record date established under Section 1075.1875.
(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1855 Sale of Shares Not Sold in Subscription Offering — Methods —
Conditions

Any shares of the converting savings bank not sold in the subscription offering shall either be
sold in a public offering through an underwriter or directly by the converting savings bank in a
direct community marketing, subject to the applicant demonstrating to the

the feasibility of the method of sale and to such conditions as may be
provided in the plan of conversion. The conditions shall include, but not be limited to, the
following.

a) A condition that any direct community offering by the converting savings bank
shall give a preference to natural persons residing in the counties in which the
savings bank has an office. The methods by which preference shall be given shall
be approved by the

b) A condition requiring the stock to be offered and sold in the public offering or the
direct community offering, to be offered and sold in a manner that will achieve
the widest distribution of the stock.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1860 Uniform Sales Price of Shares Required — Application to Specify
Arrangements on Sale of Shares Not Sold in Subscription Offering

a) The sales price of the shares of capital stock to be sold in the conversion shall be a
uniform price determined in accordance with Sections 1075.2055, 1075.2070, and
1075.2090. The applicant shall specify in its conversion application the
underwriting and other marketing arrangements to be made to assure the sale of
all shares not sold in the subscription offering.

b) In a conversion of a mutual savings bank that is in the process of acquisition by a
depository institution holding company or in the process of merger or
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consolidation with a depository institution, the pricing requirements of subsection
(a) may be waived by the with respect to sales of
shares of capital stock during the subscription offering to persons entitled to
subscription rights under Sections 1075.1835, 1075.1845, 1075,1850, 1075.1910
and 1075.1925(b) and (c)-efthis-Subpart. Waiver shall be granted only upon a
written finding by the that the provision is not inequitable
to members and would not injure the converting savings bank and, in the case of a
waiver for sales to employee stock benefit plans or management recognition plans
under Section 1075.1910, only if employees of the converting savings bank are,
or upon consummation of the acquisition, merger or consolidation, will be,
eligible to participate in those planstherein. The finding of the

shall include grounds as to why the provision is not
inequitable or injurious.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1865 Savings Account Holder to Receive Withdrawable Savings
AccountsAeeount(s) — Amount

Each deposit account holder of the converting savings bank shall receive, without payment, a
deposit account or accounts in the converted savings bank equal in amount, rate of return and
general terms, to the withdrawable account holder's deposit account or accounts in the pre-
conversion mutual savings bank.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1885 Amendment and Termination of Plan of Conversion

The plan of conversion adopted by the applicant's board of directors may be amended or
withdrawn by the board of directors at any time before final approval of the

and solicitation of proxies from the applicant's members to vote on the
plan, provided that no such amendment or withdrawal shall be effective unless the

is notified of the amendment or withdrawal and the

acknowledges receipt of notification. The plan of conversion adopted by
the applicant's board of directors may be amended or withdrawn by the board of directors after
final approval of the and solicitation of proxies from the applicant's
members to vote on the plan only with the approval of the

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
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| Section 1075.1890 Restriction on Sale of Shares of Stock by Directors and

Officers

| a)

b)

All shares of capital stock purchased by directors on original issue in
the conversion either directly from the savings bank (by subscription or
otherwise) or from an underwriter of the shares shall be subject to the restriction
that the shares shall not be sold for a period ranging from one year to Sfive years
following the date of purchase, except in the event of death of the

director. Within the one-to-5five- year range, the length of the restriction shall be
determined by the savings bank.

Notwithstanding the sales restriction of subsection (a) , after an_

a-director has owned such capital stock purchased on original issuance for a
period of not less than one year from the date of purchase,

director may request the permission to sell the stock.
The may grant permission to sell the stock upon a written
finding that:

1) the sale would substantially contribute to averting otherwise unavoidable
injury to the savings bank; or

2) due to a change in the director's financial or personal
circumstances that was unforeseen at the time of purchase of the stock,
disallowing the sale would result in substantial, imminent and otherwise
unavoidable hardship.

All shares of capital stock purchased by officers on original issue in the
conversion either directly from the savings bank (by subscription or otherwise) or
from an underwriter of the shares shall be subject to the restriction that the shares
shall not be sold for a period of not less than one year following the date of
purchase, except in the event of death of the officer.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1900 Registration of Securities — Marketing of Securities — Listing of Shares
on Securities Exchange or NASDAQ Quotation System

A converted savings bank or savings bank holding company shall:

a)

promptly register securities issued in its conversion pursuant to the Securities and
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Exchange Act of 1934 (15 78a et seq.) and undertake not to
deregister the securities for a period of 3three years thereafter;

use its best efforts to encourage and assist a market maker to establish and
maintain a market for the securities issued in connection with the conversion; and

use its best efforts to list those shares issued in connection with the conversion on
a national or regional securities exchange or on the National Association of
Securities Dealers Automated Quotations (*“NASDAQ") system.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1910 Employee Stock Benefit Plan — Priority.

a)

b)

Employee stock benefit plans in the aggregate have priority to purchase up to 15
percent of the total offering of shares of capital stock before eligible and
supplemental eligible account holders and voting members who have subscription
rights.

In addition to the subscription rights of employee stock benefit plans under
subsection (a) , management recognition plans and benefit income plans in
the aggregate have priority to purchase up to 5%-pereent of the total offering of
shares of capital stock before eligible and supplemental eligible account holders
and voting members who have subscription rights.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1915 Employee Stock Benefit Plan — Contributions

| Scheduled discretionary contributions to an a-employee stock benefit plan may be made if the
contributions do not cause the savings bank to fail to meet capital requirements established by

| the

or by federal law.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1920 Plan of Conversion — Prohibited Provisions

a)

The plan of conversion shall contain no provision thatwhieh the
determines to be inequitable or detrimental to the
applicant, its account holders, or other savings banks or to be contrary to the
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public interest.
b) Except for loans to eligible account holders and supplemental eligible account

holders that are fully secured by certificates of deposit with the converting savings
bank of thesueh account holders, the plan of conversion shall contain no provision
thatwhieh permits or requires the applicant to extend credit of any kind in any
way or to distribute assets of any kind in any way to any person or entity to
purchase the applicant's capital stock before or during the conversion.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.1925 Optional Provisions in Plan of Conversion
The plan of conversion may provide any or all the following:

a) That the converting savings bank may begin the direct community offering or the
public offering, or both, concurrently with or at any time during the subscription
offering. The subscription offering may begin concurrently with or at any time
after the mailing to savings bank members, pursuant to Section 1075.2040(b), of
the proxy statement authorized for use by the . The
subscription offering may be closed before the meeting of the savings bank
members held to vote on the plan of conversion only if the offer and the sale of
the capital stock shall be conditioned upon the approval of the plan of conversion
by the savings bank members as provided in Section 1075.2040.

b) That the directors, officers and employees of the converting savings bank shall
receive, without payment, non-transferable subscription rights to purchase shares
of capital stock that are available after satisfying the subscriptions provided for
under Sections 1075.1835, 1075.1845, 1075.1855 and 1075.1910, subject to such
conditions as may be provided in the plan of conversion. In the event of an
oversubscription by directors, officers and employees, the shares
available shall be allocated among the subscribing directors, officers
and employees on an equitable basis, such as by giving weight to period of
service, compensation or position.

c) That any account holder receiving rights to purchase stock in the subscription
offering shall also receive, without payment, non-transferable subscription rights
to purchase up to 1%ene-pereent of the total offering of shares of capital stock, to
the extent that thesueh shares are available after satisfying the subscriptions
provided for under subsection (b) and Sections 1075.1835, 1075.1845,
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1075.1850 and 1075.1910, subject to such conditions as may be provided in the
plan of conversion. In the event of an oversubscriptionever-subseription for sueh
additional shares, the shares available shall be allocated among the subscribing
eligible account holders, supplemental eligible account holders and voting
members on ansueh equitable basis, related to the amounts of their respective
subscriptions, as may be provided in the plan of conversion.

That the converting savings bank may require savings bank members to return by
a reasonable date certain a postage-paid written communication provided by the
converting savings bank requesting receipt of a subscription offering circular, or a
preliminary or final offering circular in an offering pursuant to subsection (h)

, in order to be entitled to receive an offering circular from the converting
savings bank. The subscription offering or the offering pursuant to subsection (h)

shall not be closed until the expiration of 30 days after the mailing by the
converting savings bank to bank members of the postage-paid written
communication. If the subscription offering or the offering pursuant to subsection
(h) is not started within 45 days after the meeting of savings bank
members, the converting savings bank that has adopted this optional provision
shall transmit no more than 30 days before the start of the subscription offering or
the offering pursuant to subsection (h) to each savings bank member who
has been furnished with proxy soliciting materials, written notice of the start of
the offering, which notice shall state that the converting savings bank is not
required to furnish an offering circular to a savings bank member unless the
savings bank member returns by a reasonable date certain the postage-paid
written communication provided by the converting savings bank requesting
receipt of an offering circular.

That the converting savings bank may require eligible account holders and
supplemental eligible account holders who are not voting members to return by a
reasonable date certain a postage-paid written communication provided by the
converting savings bank requesting the receipt of a subscription offering circular,
or a preliminary or final offering circular in an offering pursuant to subsection (i)
, in order to be entitled to receive an offering circular from the converting
savings bank. The subscription offering or the offering pursuant to subsection (i)
shall not be closed until the expiration of 30 days after the mailing by the
converting savings bank to the non-voting eligible account holders and
supplemental eligible account holders of the postage-paid written communication.
If the subscription offering or the offering pursuant to subsection (i) is not
started within 45 days after the meeting of savings bank members, the converting
savings bank that has adopted this optional provision shall transmit no more than
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30 days before the start of the subscription offering or the offering pursuant to
subsection (1) written notice of the start of the offering, which notice shall
state that the converting savings bank is not required to furnish an offering
circular to a non-voting eligible account holder or supplemental eligible account
holder unless the eligible account holder or supplemental eligible account holder
returns by a reasonable date certain the postage-paidpest-patd written
communications provided by the converting savings bank requesting receipt of an
offering circular.

f) That any shares of the converting savings bank not sold in the subscription
offering or in a public offering referred to in Section 1075.1855 may be sold in
anothersaeh-other manner as provided in the plan with the

approval.

g) That the converted savings bank shall issue and sell, instead of shares of its
capital stock, units of securities consisting of capital stock and warrants or other
equity securities, in which event any reference in this Subpart to capital stock
shall apply to thesueh units of equity securities unless the context otherwise
requires.

h) That, instead of a separate subscription offering, all subscription rights issued in
connection with the conversion shall be exercisable by delivery of properly
completed and executed order form to the underwriters or selling group for the
public offering or pursuant to any other procedure, subject to the applicant
demonstrating to the the feasibility of the method of
exercising thosesueh rights and to sueh-conditions as-shal-be-provided in the plan
of conversion. TheSueh conditions shall include, but not be limited to, a-condition
requiring that orders for stock in the public offering or direct community offering
shall first be filled, in the order of priority set forth in this Subpart by orders of
persons exercising subscription rights.

1) Any person exercising subscription rights to purchase capital stock may be
required to purchase a minimum number of shares to the extent the shares are
available, but the aggregate price for any minimum share purchase requirement
shall not exceed $500five-hundred-doHars.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1930 Approval of Other Provisions
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| The may approve other provisions upon a written finding that the
provision is not inequitable to members and will not injure the converting savings bank. The
written findings shall include grounds as to why the provision is not inequitable or injurious.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1965 Converted Savings Bank Prohibited from Repurchasing its Stock
Without Approval

A converted savings bank shall not, for a period of one year from the date of the completion of
the conversion, repurchase any of its capital stock, except that capital stock repurchases of no
greater than 5% of the capital stock issued in the conversion may be repurchased during this one-

| year period if the finds that:

a) the repurchase would not adversely affect the financial condition of the savings
bank;

b) the repurchase would not reduce the savings bank's capital below requirements
established by the or federal law;

C) the repurchase would be equitable to shareholders;

d) the repurchase would be undertaken for legitimate business reason; and

e) the information submitted by the savings bank is sufficient upon which to base the

findings required by this Section.
(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.1970 Limitation on Cash Dividends
No converted savings bank may declare or pay a cash dividend on, or repurchase any of, its
capital stock unless the declaration or payment repurchase dividend or repurchase would be in
accordance with the requirements of Section 5001(c) of the Act and would not reduce the capital
of the converted savings bank below the greatest of:

a) the amount required for the liquidation account;

b) the amount required by the ; or



ILLINOIS REGISTER 19199

c)

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

NOTICE OF ADOPTED AMENDMENTS

the amount required by federal law.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.1975 Dividends on Preferred Stock

A converted mutual savings bank may pay dividends on preferred stock at the rate or rates
agreed in connection with the issuance of preferred stock, if such issuance has been approved by

| the

. However, the shall approve no issuance or

payment that would reduce the capital of the converted savings bank below the greatest of:

a)
| b)
c)

the amount required for the liquidation account,
the amount required by the , or

the amount required by federal law.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1980 Prohibitions on Offer, Sale, or Purchase of Securities

a)

b)

In the offer, sale, or purchase of securities issued incident to its conversion, no
savings bank or any director, officer, attorney, agent, or employee
thereof may:

1) employ any device, scheme or artifice to defraud;

2) obtain money or property by any untrue statement of a material fact or any
omission to state a material fact necessary to make the statements made, in
the light of the circumstances under which they were made, not
misleading; or

3) engage in any act, transaction, practice, or course of business thatwhieh
operates or would operate as a fraud or deceit upon a purchaser or seller.

In addition, any act that the U.S. Securities Exchange Commission finds violates
sectionSeetion 10 of the Securities Exchange Act of 1934 (15 78j) or
Rule 10b-5, as promulgated by the U.S. Securities Exchange Act of 1934 (17 CFR
240.10b-5) shall be considered a violation of this Section. A violation found by
the Securities Exchange Commission includes, regardless of pending of appeal,
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any violation found by the Commission, any violation admitted within a plea
agreement or in a plea of nolo contendere, any violation proved or admitted with
respect to an unindicted co-conspirator, any conviction for violation of the

| Securities Exchange Act of 1934 (15 78j) or Rule (17 CFR 240.10b-
5), as promulgated by the U.S. Securities Exchange Commission, and any
violation found by any body of competent jurisdiction of the Securities Exchange

| Act of 1934 (15 78); or Rule (17 CFR 240.10b-5), as promulgated by
the U.S. Securities Exchange Commission.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.1990 Articles of Incorporation — Restrictions Permitted

a) A converting savings bank's articles of incorporation may include the following
provision:

1y

Certain Provisions Applicable for SEive Years. Notwithstanding anything
contained in the savings bank's charter article, articles of incorporation, or
bylaws to the contrary, for a period of (fspecify number of years up to
5)frve} years from the date of completion of the conversion of the
savingsSavings bank from mutual to stock form, the following provisions
shall apply:

A)

Beneficial Ownership Limitation. Except for sales of stock
required by the federal insurer of accounts or the
Commissioner-of Banks-andReal Estate, no person shall directly
or indirectly offer to acquire or acquire the beneficial ownership of
more than 10%pereent of any class of an equity security of the
savings bank. This limitation shall not apply to a transaction in
which the savings bank forms a holding company without change
in the respective beneficial ownership interests of its stockholders
other than pursuant to the exercise of any dissenter and appraisal
rights, the purchase of shares by underwriters in connection with a
public offering, or the purchase of shares by a employee stock
benefit plan. In the event shares are acquired in violation of this
Section, all shares beneficially owned by any person in excess of
10% shall be considered "excess shares" and shall not be counted
as shares entitled to vote and shall not be voted by any person or
counted as voting shares in connection with any matters submitted
to the stockholders for a vote. For purposes of this provision, the
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following definitions apply: the term "person" includes an
individual, a group acting in concert, a corporation, a partnership,
an association, a joint stock company, a trust, an unincorporated
organization or similar company, a syndicate or any other group
formed to acquire, hold or dispose of the equity securities of the
savings bank; the term "offer" includes every offer to buy or
otherwise acquire, solicitation of an offer to sell, tender offer for,
or request or invitation for tenders of, a security or interest in a
security for value; the term "acquire" includes every type of
acquisition, whether effected by purchase, exchange, operation of
law or otherwise; and the term "acting in concert" means knowing
participation in a joint activity or conscious parallel action towards
a common goal whether pursuant to an express agreement, or a
combination or pooling of voting or other interests in the securities
of an issuer for a common purpose pursuant to any contract,
understanding, relationship, agreement or other arrangements,
whether written or otherwise.

Cumulative Voting Limitation. Stockholders shall not be permitted
to cumulate their votes for election of directors.

Call for Special Meetings. Special meetings of stockholders
relating to changes in control of the association or amendments to
its charter shall be called only upon direction of the board of
directors.

If the savings bank chooses to include the provisions allowed pursuant to
this subsection (a), the language in subsection (a)(1) constitutes the
exact language that shall be used in the savings bank's articles of
incorporation, except that in the subsection (a)(1) , a number of
years, up to 5 years, shall be substituted for the language, "(fspecify
number of years up to 5)five]".

There may also be included in the articles of incorporation any provision that
could be approved as an amendment pursuant to Section 1075.1710. Such

provisions must be approved by the

. Application for such

approval must include independent counsel's opinion that the proposed provision
would be permitted to be adopted in a corporation chartered by Illinois pursuant
to the Business Corporation Act of 1983.
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Section 1075.1995 Confidentiality of Consideration to Convert — Remedial Measures for
Breach

A savings bank thatwhieh is considering converting pursuant to this Subpart and its

directors, officers, and employees shall keep this consideration in the strictest confidence and

shall only discuss the potential conversion as would be consistent with the need to prepare

information for filing an application for conversion. Should this confidence be breached, the
may require remedial measures including:

a) a public statement by the savings bank that its board of directors is currently
considering converting pursuant to this Subpart;

b) providing for an eligibility record date thatwhieh shall be as-efsueh-a date before
the adoption of the plan by the converting savings bank's board of directors as to
assure that the conversion is equitable;

c) limitation of the subscription rights of any person violating or aiding the violation
of this Section; and

d) any other actions the er-may consider appropriate and
necessary to assure the fairness and equitability of the conversion.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.2005 Adoption of Plan of Conversion — Notice to and Inspection by Account
Holders — Statement and Letter — Press Release Authorized

a) Promptly after the adoption of a plan of conversion by not less than two-thirds of
its board of directors, the savings bank shall:

1) Notify, its account holders of the action by publishing a statement in a
newspaper having general circulation in each community in which an
office of the savings bank is located or by mailing a letter to each of its
account holders; and

2) Have copies of the adopted plan of conversion available for inspection by
its account holders at each office of the savings bank.
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b) The savings bank may also issue a press release with respect to the action. Copies
of the proposed statement, letter, and press release are not required to be filed
with the but may be submitted to the

for comment. Copies of the definitive statement, letter,
and press release shall be filed with the as part of the
application for conversion.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.2010 Statement, Letter and Press Release — Content Permitted

The statement, letter, and press release of the applicant issued pursuant to Section 1075.2005,
| unless otherwise authorized by the , shall contain only (but need not
contain all of) the following:

a) A statement that the board of directors has adopted a plan to convert the savings
bank from a mutual savings bank to a capital stock savings bank;

b) A statement that the plan of conversion is subject to approval by the
| and by the appropriate federal regulatory authority or
authorities (naming such an authority or authorities) before the plan can become
effective and that account holders of the applicant will have an opportunity to file
| written comments including objections and materials supporting the objections
with the ;

c) A statement that the plan of conversion is contingent upon obtaining favorable tax
rulings from the Internal Revenue Service or an appropriate tax opinion;

d) A statement that there is no assurance that the approval of the
or the approval of any appropriate federal authority or
authorities will be obtained, and also no assurance that the favorable tax rulings or
tax opinion will be received;

e) The proposed record date for determining the eligible account holders entitled to
receive nontransferable subscription rights to purchase capital stock of the
applicant;

f) A brief statement describing the circumstances that would require supplemental

eligible account holders to receive nontransferable subscription rights to purchase
capital stock of the applicant;



ILLINOIS REGISTER 19204

2
h)

)

k)

D

n)

06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION

NOTICE OF ADOPTED AMENDMENTS

A brief description of the plan of conversion;

The par value and approximate number of shares of capital stock to be issued and
sold under the plan of conversion;

A brief statement as to the extent to which directors, officers, and
employees will participate in the conversion;

A statement that savings account holders will continue to hold accounts in the
converted savings bank identical as to dollar amount, rate of return, and general
terms and that their accounts will continue to be insured by the Federal Deposit
Insurance Corporation;

A statement that borrowers' loans will be unaffected by conversion and that the
amount, rate, maturity, security, and other conditions will remain contractually
fixed as they existed before conversion;

A statement that the normal business of the savings bank in accepting savings and
making loans will continue without interruption; that the converted savings bank
will continue after conversion to conduct its present services to savings account
holders and borrowers under current policies to be carried on in existing offices
and by the present management and staff;

A statement that the plan of conversion may be substantively amended or ended
by the board of directors with the concurrence of the ; and

A statement that questions of account holders may be answered by telephoning or
writing to the savings bank.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.2020 Notices of Filing of Application — Requests for Subscription Offering

Circular

a)

Upon determination that an application for conversion is properly executed and is
not materially incomplete, the shall advise the applicant,
in writing, to publish notices of the filing of the application. Promptly after
receipt of the advice, the applicant shall prominently post the notice in each of its
offices and publish a notice of the filing in a newspaper printed in the English
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language and having general circulation in each community in which an office of
the applicant is located.

The first notice shall be entitled: "Notice of Filing of an Application for Approval
to Convert to a Stock Savings Bank".

The first paragraph under the title shall read as follows:

"Notice is hereby given that, pursuant to 38 I1l. Adm. Code 1075.2020,
(fill in name of applicant), has filed an application with the of
Banking -of Banks-and Real-Estate for approval to convert to
the stock form of organization. Copies of the application have been
delivered to the of Banking ol Banks and Real Estate in
Chicago and Springfield, Illinois."

The second paragraph under the title shall read as follows:

"Written comments, including objections to the plan of conversion and
materials supporting the objections, from any account holder of the
applicant or aggrieved person, will be considered by the

if filed within 20twenty business days after the
date of this notice. Failure to make written comments in objection may
preclude the pursuit of any administrative or judicial remedies. Three
copies of the comments should be sent to the aforementioned. The
proposed plan of conversion and any comments thereon will be available
for inspection by any account holder of the applicant at the of
Banking of Banks-and Real-Estate in Chicago and Springfield,
Illinois. A copy of the plan may also be inspected at each office of the
applicant.

If a significant number of the applicant's account holders speak a language other
than English and a newspaper in that language is published in the area served by
the applicant, an appropriate translation of the notice shall also be published in
that newspaper. A copy of the notice may be sent by mail to the converting
savings bank's depositors with a statement that the converting institution will not
mail a subscription offering circular to an eligible account holder or a
supplemental eligible account holder unless the eligible account holder or the
supplemental eligible account holder, before the beginning of the subscription
offering, requests the subscription offering circular by returning a postcard. The
issuer of stock in the conversion shall pay the postage of this postcard and shall
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inform the eligible account holder or supplemental eligible holder that the postage
is paid.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.2025 Filing of Notice and Affidavit of Publication Required
Promptly after publication of the notices prescribed in Section 1075.2020 in this Part, the
applicant shall file with the the notice and affidavit of publication from
each newspaper publisher in the manner the shall require.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.2035 Solicitation of Proxies; Proxy Statements

a) Solicitations to which this Section applies — this Section applies to every

solicitation of a proxy from a member of a savings bank for the meeting at which
a plan of conversion will be voted upon, except the following:

1) any solicitation made otherwise than on behalf of the management of the
savings bank where the total number of persons solicited is not more than
50;

2) any solicitation through the medium of a newspaper advertisement which

informs members, following approval of the plan of conversion, of a
source from which they may obtain copies of a proxy statement, form of
proxy, or any other solicitation material and does no more than;

A) name the savings bank,

B) state the reason for the advertisement,

O) identify the proposal or proposals to be acted upon by members,
and

D) urge members to vote at the meeting.

b) Use of Proxy Soliciting Material To Be Authorized — no proxy solicitation
material required to be filed with the before use shall be
furnished to members or otherwise released for distribution until the use of
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thatsuehk material has been authorized in writing by the .
Proxy material authorized for use by the shall be mailed to
the members within 10 days afteref such authorization unless extended by the

in writing upon a showing that adherence to the 10ten day
rule would work a hardship upon the savings bank and that the delay, if approved,
would not be disadvantageous to any interested party.

Information To Be Furnished Members — no solicitation shall be made unless
each person solicited is concurrently furnished, or has previously been furnished,
a written proxy statement the use of which has been authorized in writing by the
Requirements As To Proxy:

1) The form of proxy shall:

A) indicate in bold face type whether the proxy is solicited on behalf
of management;:

B) provide specifically designated blank spaces for dating and signing
the proxy;

O) identify clearly and impartially each matter or group of related
matters intended to be acted upon;

D) be clearly labeled "Revocable Proxy" in bold face type of at least
18 point;

E) describe any charter or state law requirement restricting or
conditioning voting by proxy;

F) contain an acknowledgement by the person giving the proxy that
the person has received a proxy statement before signing the form
of proxy;

G) contain the date, time, and place of meeting, if practicable;

H) provide, by a box or otherwise, a means whereby the person
solicited is afforded an opportunity to specify by ballot a choice
between approval or disapproval of each matter intended to be
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acted upon; and
I) indicate in bold face type how the proxy shall be voted on each

2)

3)

4)

such matter if no choice is specified.

No proxy obtained pursuant to the conversion shall confer authority to
vote at any meeting other than the meeting, or any adjournment of the
meetingthereef, to vote on the plan of conversion. A proxy may be
considered to confer authority to vote with respect to matters incident to
the conduct of thesueh meeting. If the plan of conversion is considered at
an annual meeting, existing proxies may be voted with respect to matters
not related to the plan of conversion or in accordance with subsection

(D

The proxy statement or form of proxy shall provide that the votes
represented by the proxy will be voted. Where the person solicited
specifies by a ballot provided pursuant to subsection (d)(1)(H) a
choice with respect to any matter to be acted upon, the votes will be voted
in accordance with the specifications. If no choice is specified, the votes
will be cast as indicated in bold face type on the form of proxy.

Notwithstanding any other provisions of this subsection, the proxy may be
in a form previously obtained from a voting member and conferring
general authority to vote on all matters at any meeting of the members or
other authority to vote on matters to be presented at the special meeting if
the voting member has been furnished a proxy statement conforming with
Sections 1075.2300 through 1075.2460 and has been notified that a
previously obtained proxy will be exercised if the voting member does not
grant a later-dated proxy to vote at the meeting to consider the plan of
conversion or attend the meeting and vote in person.

e) Material Required To Be Filed:

1)

2)

Applicants shall file a preliminary copy of the proxy materials required by
Sections 1075.2300 through 1075.2460.

A preliminary copy of any additional solicitation material including press
release and radio or television scripts, to be used or furnished to members
subsequent to furnishing the proxy statement, shall be filed with the

at least 5 business days before the date on which
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the DirectorCemmissioner is requested to authorize the use of thesueh
material. Speeches may, but need not, be filed with the Commissioner
before use.

A copy of the proxy statement and a copy of the form of proxy and all
other solicitation material, in the form in which thesueh material is
furnished to members, shall be filed with or mailed for filing to the
DirectorCommissioner not later than the date thesueh material is first sent
or given to members. All materials filed pursuant to this subsection (e)(3)
shall be with a statement of the date on which copies of thesteh materials
are to be released to members.

If the solicitation is to be made in whole or in part by personal solicitation,
a preliminary copy of all written instructions or other material thatwhieh
discusses or reviews, or comments upon the merits of, any matter to be
acted upon and thatwhieh is to be furnished to the individuals making the
actual solicitation for their use directly or 1nd1rectly in connection with the
solicitation shall be filed with the Directore sstoner at least 5
business days before the date on which the DllCLtOlG@-l—Hﬂ%—l—%Jreﬁel- is
requested to authorize the use of thesueh material.

All preliminary copies of material filed pursuant to subsections (e)(1), (2),
and (4) abeve-shall be clearly marked on the cover page "Preliminary
Copy-". TheSueh preliminary copies shall be for the information of the
DirectorCemmissioner only and shall not be available for public
inspection except that thesaeh material may be disclosed to any
department or agency of the United States, this State, or any other state;
that has concurrent jurisdiction over the applicant. The
DirectorCemmissioner may make sueh-inquiries or

investigationsinvestigation in regard to the material as may be necessary
for an adequate review.

Unless requested by the DirectorCemmissioner, copies of replies to
inquiries from members and copies of communications thatwhieh do no
more than request that forms of proxy previouslytheretefore solicited be
signed and returned need not be filed pursuant to this subsection_(e).

WhenWhere any proxy statement, form of proxy or other material filed
pursuant to this subsection (e) is amended or revised, a copy of thesueh
amended or revised material filed with the DirectorCemmissioner shall be
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marked to indicate clearly and precisely the changes effected subsequent
to the previous filing.

Mailing Communications forFer Member — Ifif the applicant has adopted a plan
of conversion, the applicant shall perform such of the following acts as may be
duly requested in writing with respect to a matter to be considered at the meeting
to vote on the plan of conversion by any member who will defray the reasonable
expenses to be incurred by the applicant in the performance of the act or acts
requested:

1y

2)

3)

4)

The applicant shall mail or otherwise furnish to thesaeh member the
following information as promptly as practicable after the receipt of
thesueh request:

A) a statement of the approximate number of members who have been
or are to be solicited on behalf of management, or any group of
members whieh-the member shall designate;

B) an estimate of the cost of mailing a specified proxy statement, form
of proxy, or the communication to thesteh members.

Copies of any proxy statement, form of proxy, or other communication
furnished by the member and as approved by the

shall be mailed by the applicant to anysteh of the members specified in
subsection (f)(1)(A) as the member may designate.

Any sueh-material thatwhieh is furnished by the member shall be mailed
with reasonable promptness by the applicant after receipt of the material to
be mailed, including envelopes or other containers, and the appropriate
postage or payment for postage.

Neither management nor the applicant shall be responsible for thesueh
proxy statement, form of proxy, or other communication.

False andAnd Misleading Statements:

1)

No solicitation of a proxy by the applicant, its management, or any other
person for the meeting to vote on the plan of conversion shall be made by
any proxy statement, form of proxy, notice of meeting, or other
communication, written or oral, containing any statement thatwhieh, at the
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time and in the light of the circumstances under which it is made, is false
or misleading with respect to any material fact, or thatwhieh omits any
material fact necessary in order to make the statements in the
communicationthereir not false or misleading or necessary to correct any
statement in any earlier communication with respect to the solicitation of a
proxy for the meeting thatwhieh has become false or misleading.

The fact that a proxy statement, form of proxy, or other solicitation
material has been filed with or examined by the
and authorized for use shall not be considered a finding by the

that thesteh material is accurate or complete or not false or
misleading, or that the has passed upon the merits
of or approved any proposal contained in the materialtherein. No
representation to the contrary shall be made by any person.

If a solicitation by management violates any provision of this Section, the
may require remedial measures including:

A) correction of any sueh-violation by a retraction and new
solicitation;;

B) rescheduling of the meeting for a vote on the plan of conversion;;
and

O) any other actions the finds appropriate

under the circumstances in order to ensure a fair vote.

Prohibition of©f Certain Solicitations — Nose person soliciting a proxy from a
member for the meeting to vote on the plan of conversion shall solicit:

1)

2)

3)

4)

any undated or post-dated proxy; or

any proxy thatwhieh provides that it shall be dated as of any date
subsequent to the date on which it is signed by the members; or

any proxy thatwhieh is not revocable at will by the member giving it; or

any proxy thatwhieh is part of any other document or instrument, such as
an account card.



ILLINOIS REGISTER 19212

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION "
NOTICE OF ADOPTED AMENDMENTS
(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.2040 Vote by Members
a) Following approval of the plan of conversion by the , the

plan of conversion shall be submitted for consideration to an annual or special
meeting of members.

b) Notice of the meeting to consider a plan of conversion shall be given by the proxy
statement authorized for use by the . For the purposes of
this subsection _(b), the proxy statement may be in summary form, provided:

1) A statement is made in bold-face type on the notice to members required
under this subsection (b) that a more detailed description of the proposed
transaction may be obtained by returning an attached postage-paid
postcard or other written communication requesting a supplemental
information statement thatwhieh, together with the summary proxy
statement, complies with the requirements of this Subpart;

2) The last date on which the summary proxy statement is mailed to members
will be considered the date on which notice is given for the purposes of
this subsection_(b). Without prior approval by the ,
the special meeting of members shall not be held fewer than 20 days after
the last date on which the supplemental information statement is mailed to
requesting members;

3) The supplemental information statement required to be furnished to
members may be combined with any form prescribed under Sections
1075.2500 through 1075.2580, if the subscription offering is started
concurrently with or during the proxy solicitation period pursuant to
Section 1075.1925(a);

4) The summary proxy statement shall be prepared in accordance with the
following requirements:

A) All the requirements of Sections 1075.2300 through 1075.2460,
except:

1) Section 1075.2360;



ILLINOIS REGISTER 19213
06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS
i1) Section 1075.2370(c) through (m) and (0);
1i1) Section 1075.2440; and
v) Section 1075.2450(b).

B) The disclosure requirements of Sections 1075.2380(j), 1075.2390
and 1075.2430 may be prepared in summary form.

@) The disclosure requirements of Section 1075.2350 may be met
through disclosure of the names, ages, and present occupations of
all directors and executive officers.

D) The plan of conversion shall not be required to be attached to the
summary proxy statement under Section 1075.2460.

C) The plan of conversion shall be approved by a vote of at least a majority of the
total outstanding votes.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.2045 Offers and Sales of Securities — Prohibitions

No offer to sell securities of an applicant pursuant to a plan of conversion may be made before

| approval by the of the application for conversion and before any approval
necessary to maintain federal deposit insurance. No sale of these securities in the subscription
offering may be made except by the final offering circular for the subscription offering. No sale
of unsubscribed securities may be made except by the final offering circular for the public
offering or direct community marketing. The offering of shares in the direct community
marketing may begin during the subscription offering upon the declaration of effectiveness by

| the of the offering circular proposed for the community offering. This
Section shall not apply to preliminary negotiations or agreements between an applicant and any
underwriter or among underwriters who are to be in privity of contract with the applicant.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.2050 Distribution of Offering Circulars Authorized

Any preliminary offering circular for the subscription offering, the public offering, or the direct
| community marketing which has been filed with the may be distributed
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to eligible account holders or supplemental eligible account holders and to others in connection
with the offering after the has advised the applicant in writing that the
application is properly executed and is not materially incomplete under Section 1075.2020. No
final offering circular may be distributed until the offering circular has been declared effective by
the

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.2060 Review of Price Information by the_

The shall review the price information required under Section 1075.2055
in determining whether to give approval to an application for conversion. No representations
may be made in any manner that the price information has been approved by the
or that the shares of capital stock sold pursuant to the plan of conversion
have been approved or disapproved by the or that the
has passed upon the accuracy or adequacy of an offering circular covering the
shares.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.2065 Underwriting Commission

Underwriting commissions shall not exceed an amount or percentage per share accepted as
reasonable by the . No underwriting commission may be allowed or paid
with respect to shares of capital stock sold in the subscription offering; however, an underwriter
may be reimbursed for accountable expenses in connection with the subscription offering. In the
case in which no public offering occurs, an underwriter may be paid a consulting fee reasonable
under the circumstances as the shall accept. The term "underwriting
commissions" includes underwriting discounts.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.2070 Consideration of Pricing Information by the —
Guidelines

In considering the pricing information required under Section 1075.2055, the
shall apply the following guidelines.

a) The materials shall be prepared by persons independent of the applicant,
experienced and expert in the area of corporate appraisal, and acceptable to the
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The materials shall contain data which are sufficient to support the conclusions
reached in the materialstherein.

The materials shall contain a complete and detailed description of the appraisal
methodology employed.

To the extent that the appraisal is based on a capitalization of the pro forma
income of the converted savings bank, the materials shall indicate the basis for
determination of the income to be derived from the proceeds of the sale of stock
and demonstrate the appropriateness of the earnings multiple used, including
assumptions made as to future earnings growth. To the extent that the appraisal is
based on comparison of the capital stock of the applicant with outstanding capital
stock of existing stock savings banks or stock savings and loan associations, the
materials shall demonstrate the appropriate comparability of the form and
substance of the outstanding capital stock and of the existing stock savings banks
and stock savings and loan associations in terms of such factors as size, market
area, competitive conditions, profit history, and expected future earnings.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.2075 Submission of Information by Applicant

a)

In addition to the information required in Section 1075.2070, the applicant shall
submit information demonstrating to the satisfaction of the
the independence and expertise of any person preparing materials under Section
1075.2070. However, a person will not be considered as lacking independence
because the person will participate in effecting the sale of capital stock under the
plan of conversion or will receive a fee from the applicant for services given in
connection with the appraisal only if the person provides full and accurate
disclosure of the fact of participation and receipt of fee to the

and in the offering circular. The
shall find no disclosure full and adequate unless the following information is
clearly and prominently stated:

1) the extent to which the person is directly or indirectly involved in
preparing material required by Section 1075.2070 and in effecting the sale
of capital stock under the conversion plan; and
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2) an itemized statement of fees received for preparing information required
by Section 1075.2070 and for all other services given.
b) The may require additional disclosures where necessary to
ensure the integrity and accuracy of the information presented pursuant to Section

1075.2070.

C) No information provided pursuant to Section 1075.2070 shall be approved by the
unless the finds that full and
adequate disclosure required by this Section has been made.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.2080 Subscription Offering — Distribution of Order Forms for the Purchase
of Shares

Promptly after the has declared the offering circular for the subscription
offering effective, the applicant shall distribute order forms for the purchase of shares of capital
stock, in the subscription offering to all eligible account holders, supplemental eligible account
holders (if applicable), and other persons who may subscribe for the shares under the plan of
conversion.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.2105 Time Period for Completion of Sale of all Shares of Capital Stock

The sale of all shares of capital stock of the converting savings bank to be made under the plan
of conversion, including any sale in public offering or direct community marketing, shall be
completed as promptly as possible and within 45ferty—five calendar days after the last date of the
subscription period, unless extended by the .

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.2110 Continuity of Corporate Existence

Upon the filing of the articles of incorporation of a converted savings bank with the

in accordance with Section 1075.2160, the corporate existence of the
mutual savings bank converting to a stock savings bank pursuant to this Subpart shall not
discontinue, but the converted savings bank shall be a continuation of the entity of the mutual
savings bank so converted and shall have the same rights and obligations as it had before the



ILLINOIS REGISTER 19217

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION v
NOTICE OF ADOPTED AMENDMENTS
conversion.
(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)
Section 1075.2120 Additional Filing Requirements
| An applicant whose plan of conversion has been approved by the shall

fulfill the following requirements.

| a)

The applicant shall file with the promptly after the
meeting of members called to consider the plan of conversion a certified copy of
each resolution adopted at thesuaeh meeting relating to the plan of conversion,
together with the following statements:

1) The total number of votes eligible to be cast;

2) The total number of votes represented in person or by proxy at the
meeting;

3) The total number of votes cast in favor of and against each saeh-matter
(the compilation of the votes cast at the meeting may be prepared for the
savings bank by an independent public accountant, or by an independent
transfer agent); and

4) The percentage of votes necessary to approve each sueh-matter.

The applicant shall file with the promptly after the

meeting of savings bank members called to consider the plan of conversion an
opinion of counsel to the effect that:

1)

2)

3)

The meeting of members was duly held in accordance with all
requirements of applicable law and this Partregulation;

All requirements of State law applicable to the conversion have been
complied with; and

If the savings bank has used proxies executed before the proxy solicitation
required by Section 1075.2035, the authority conferred by thesueh proxies
includes authority to vote on the plan of conversion.



ILLINOIS REGISTER 19218
06

DEPARTMENT OF FINANCIAL AND PROFESSIONAL REGULATION
NOTICE OF ADOPTED AMENDMENTS

c) Each offering circular for the offering shall be prepared in compliance with this
Subpart. The applicant shall file with the 5 —five copies of
each preliminary offering circular and 10tes copies of each final offering circular.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.2125 Availability for Conferences in Advance of Filing of Application —
Refusal of Prefiling Review

a) The of Banks-andReal Estate-shall be available for conferences
with prospective applicants or their representatives in advance of filing an
application to convert. These conferences may be held to discuss generally the
problems confronting an applicant in effective conversion or to resolve specific
problems of an unusual nature.

b) Prefiling review of an application may be refused by the staff of the
if the review would delay the examination and processing

of material thatwhieh has already been filed or would favor certain applicants at
the expense of others.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)
Section 1075.2130 Appeal from Refusal to Approve Application
From the refusal to approve an application for conversion, the
applicant may, within 30thirty days afterfrem the date of the mailing by the
of notice of refusal to approve, appeal pursuant to Subpart I of this Part and the
Illinois Administrative Procedure Act
(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.2135 Postconversion Reports

The applicant shall file saeh-postconversion reports concerning its conversion as the
may require.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.2150 Certain Offers and Acquisitions Prohibited
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Except as required by the federal insurer of accounts or the

, for 3three years following the date of the conversion, no
person may directly or indirectly offer to acquire or acquire the beneficial
ownership of more than 10%tenpereent of any class of an equity security of any
savings bank converted in accordance with this Subpart without the prior written
approval of the board of directors and of the . Where any
person, directly or indirectly, acquires beneficial ownership of more than 10%ten
pereent of any class of any equity security of a savings bank converted in
accordance with this Subpart, without prior written approval of the

as required by this Section, the securities beneficially
owned by such person in excess of 10%ten-pereent shall not be counted as shares
entitled to vote and shall not be voted by any person or counted as voting shares
in connection with any matter submitted to the stockholders for a vote. For the
purposes of this Section, a person shall be considered to have acquired beneficial
ownership of more than 10%ten-pereent of a class of equity security of a savings
bank where the person holds any combination of stock or revocable or irrevocable
proxies of the savings bank. In obtaining prior written approval of the

under this Section, the criteria for approval under
subsection (d) may be addressed, if applicable, by the filing required by
Section 1075.1700 of . Notwithstanding the immediately
preceding sentence, acquisitions under this Section require approval of both the
board of directors of the converting savings bank and of the

A conversion shall be complete on the date all the converting savings bank's
conversion stock was sold.

An acquisition of shares shall be presumed to have been made if the acquiror
entered into a binding written agreement for the transfer of shares. An offer shall
be considered made when communicated.

The shall not approve an application involving an offer
for, an announcement thereef, or an acquisition of any security of a converted
savings bank if the finds that the offer frustrates the

purposes of this Subpart, is manipulative or deceptive, subverts the fairness of the
conversion, is likely to result in injury to the savings bank, is not consistent with
the Act, is otherwise violative of law or regulation, or would not contribute to the
prudent deployment of the savings bank's conversion proceeds.

Subsection (a) shall not apply to any offer with a view toward public resale
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made exclusively to the savings bank or to the underwriters or a selling group
acting on its behalf.

Unless made applicable by the by prior advice in writing,
the restriction contained in subsection (a) shall not apply to any offer or
announcement of an offer which if consummated would result in the acquisition
by a person, together with all other acquisitions by the person of the same class of
securities during the preceding 12-month period, of not more than 1%ene-pereent
of the class of securities.

Subsection (a) shall not apply to the acquisition of securities of a savings
bank or holding company of a savings bankthereef by any one or more employee
stock benefit plans of such savings bank or holding company if the plan or plans
do not have beneficial ownership in the aggregate of more than twenty—frve
pereent(25%) of any class of equity security of the converted savings bank or
holding company.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.2155 Definitions — Certain Transfers, Offers and Acquisitions Prohibited

For Sections 1075.2140, 1075.2145 and 1075.2150, the following definitions apply:

a)

b)

The term "person" includes an individual, a group acting in concert, a corporation,
a partnership, an association, a joint stock company, a trust, an unincorporated
organization or similar company, a syndicate or any other group formed to
acquire, hold or dispose of securities of a savings bank.

The term "offer" includes every offer to buy or acquire, solicitation of an offer to
sell, tender offer for, or request or invitation for tenders of, a security or interest in
a security for value except that the term "offer" shall not include:

1) Inquiries directed solely to the management of a savings bank and not
intended to be communicated to stockholders, designed to elicit an
indication of management's receptivity to the basic structure of a potential
acquisition with respect to the amount of securities, manner of acquisition
and formula for determining price, or

2) Non-binding expressions of understanding or letters of intent with the
management of a savings bank regarding the basic structure of a potential
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acquisition with respect to the amount of securities, manner of acquisition,
and formula for determining price.

The term "acquire" includes every type of acquisition, whether effected by
purchase, exchange, operation of law or otherwise.

The term "security" includes nontransferable subscription rights issued pursuant
to a plan of conversion as well as a "security" as defined in the Securities
Exchange Act of 1934 (15 78c(a)(10)).

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.2160 Amendments to Charter Required in Application — Articles of
Incorporation — Filing of Certificate Required — Contents — Issuance and Filing of
Authorization Certificate

a)

b)

An application for conversion under this Subpart shall include amendments to the
articles of incorporation of the converting savings bank.

When all the stock of a converting savings bank has been subscribed for in
accordance with the plan and any amendments to the plantherete, the board of
directors shall there-upen-issue the stock and shall cause to be filed with the

, in triplicate, a certificate subscribed and acknowledged by
the persons who are to be directors of the converted savings bank, stating:

1) That all the stock of the converted savings bank has been issued;

2) That the attached articles of incorporation have been executed by all the
persons who are to be directors of the converted savings bank;

3) The place where the bank is to be located and its business transacted,
naming the city, or town and county, which city or town shall be the same
as that where the principal place of business of the predecessor mutual
savings bank has been located;

4) The name, occupation, residence, and post office address of each signer of
the certificate;

5) The amount of the assets of the predecessor mutual savings bank, the
amount of its liabilities and undivided profits as of the first day of the
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current calendar month; and
6) A declaration that each signer will accept the responsibilities and faithful

discharge the duties of a director of the converted savings bank and is free
from all the disqualifications specified in the laws applicable to converted
savings banks.

(Source: Amended at 30 I1l. Reg. 19068, effective December 1, 2006)

Section 1075.2165 Conversion Incident to Acquisition by Savings Bank Holding Company
or Merger or Consolidation with Savings Bank Holding Company Subsidiary — Restriction
| on Sale of Shares of Stock by Directors and Officers

a)

b)

In a conversion of a mutual savings bank that is in the process of acquisition by a
depository institution holding company, or in the process of merger or
consolidation with another depository institution, the restrictions imposed by
Section 1075.1890 on resale of stock apply to shares of the holding company
purchased on original issue by any director or officer of the converting savings
bank that is in the process of acquisition, merger, or consolidation, and the
restrictions imposed by this Subpart apply to the ownership of capital stock in the
depository institution holding company or other depository institution with the
same force and effect as they would apply to the ownership of capital stock of the
unconverted mutual savings bank, if shares of this savings bank were offered to
depositors or the public pursuant to this Subpart.

The tender of shares by directors and officers of a converted savings bank in
exchange for shares of another converted savings bank, or for shares of a holding
company, do not constitute a sale for purposes of Section 1075.1890. However,
the shares received in such an exchange shall not be sold for a period of one year
following the date of such purchase on original issue, except that the

may waive this restriction upon a finding that allowing a sale
would substantially contribute to averting otherwise unavoidable injury to a
savings bank.

(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.2170 Sale of Control in Connection with the Conversion of a Mutual Savings
Bank to Capital Stock Savings Bank — Undercapitalized Mutual Savings Bank

a)

A mutual savings bank not meeting an applicable capital requirement as of the
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end of the most recent period for which the savings bank has prepared audited
financial statements, may seek approval to convert to stock form pursuant to a
plan of conversion that provides for the sale of its capital stock directly to
acquirors, who may be a person, company, depository institution, holding
company, who will be in control of thesueh savings bank upon the purchase of
thesueh capital stock. If in accordance with applicable laws and regulations, the
conversion may result in the converting savings bank being merged into or
consolidated with an existing or newly created depository institution.

The provisions of this Section shall govern a conversion authorized by subsection
(a). All other Sections of this Subpart shall not apply to the conversion unless
provided in the plan of conversion adopted by the board of directors of the
converting savings bank or required by the

A majority of the converting savings bank board of directors must adopt a plan of
conversion that complies with this Section. The members of the association have
no rights or approval or participation in a conversion under this Section or to the
continuance of any legal or beneficial ownership interests in the converted
savings bank, unless otherwise provided by the . The
members shall have an interest in a liquidation account established pursuant to
Section 1075.1940 of this Subpart if one is established pursuant to subsection (h).

In connection with approval under this Section, the may
impose conditions and restrictions on the converting or resulting institution, the
acquiror, and controlling parties, directors and officers of either, to
prevent unsafe and unsound practices, to protect the deposit insurance fund and
the public interest, and to prevent potential injury or detriment to the converting
or resulting institution.

The may deny a savings bank's conversion if she-e+-he or
she determines that the converting or resulting institution, the acquiror, or
controlling parties or directors or officers of either, have engaged in

unsafe or unsound practices in connection with the conversion, or that the
conversion is detrimental to or would cause potential injury to the converting or
resulting institution, deposit insurance funds, or is contrary to the public interest.

For 3 years following the date of completion of a conversion under this Section,
neither any controlling shareholder nor the resulting institution may acquire
shares from minority shareholders without prior approval of the
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g) An application for conversion under this Section shall, at a minimum, include:

1) A plan of conversion adopted by a majority of the directors of the savings
bank, which shall contain at a minimum the name and address of the
savings bank; the names, addresses, dates and places of birth, and social
security numbers of the proposed purchasers of conversion stock and their
relationship to the savings bank; the title, per-unit par value, number, and
per-unit and aggregate offering price of shares of conversion stock to be
authorized and issued; the number and percentage of shares of conversion
stock to be purchased by each investor, the aggregate number and
percentage of shares of conversion stock to be purchased by
directors, officers and their affiliates and associates; a description of the
liquidation account, if required under subsection (h), or if otherwise
established; and certified copies of all resolutions of the board of directors
relating to the plan of conversion,;

2) A copy of any agreements between the savings bank and the proposed
conversion stock purchasers;

3) An opinion of qualified, independent counsel or an independent, certified
public accountant regarding the tax consequences to the savings bank
arising from the conversion;

4) A business plan, which shall contain a description of the proposed
operating policies of the savings bank or the resulting savings bank
following the conversion, including a statement as to how the conversion
proceeds will be used, and a projection of the savings bank's results of
operations for the 3 year period following completion of the conversion.
The projections should show the continuing ability of the converted
savings bank to meet applicable capital requirements. The savings bank
shall specify the assumptions on which its projections are based;

5) An application under Section 1075.1700 of Subpart N of this Part;
6) The proposed charter and bylaws of the converted savings bank;
7) The proposed stock certificate form,;

8) A description of all existing and proposed employment contracts, if
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9) All findings required under the securities offering rules of this Subpart;

10) Applications for permission to organize a stock savings bank and for
approval of a merger, if applicable, and FDIC insurance of accounts, if
applicable;

11) Information to support the value of any non-cash assets to be contributed

to the savings bank in connection with the conversion, if applicable.
Appraisals submitted in this connection must be acceptable to the

2

12) A description of the estimated expenses of the conversion to the savings
bank;
13) The savings bank's most recent audited financial statements with an

appropriate explanation to support the determination that the savings
bank's current capital levels qualify it to undertake a supervisory
conversion;

14) "Pro forma" financial statements to reflect the effects of the transaction.
These pro forma financial statements should be supplemented to identify
the converting or resulting capital levels and show the appropriate
adjustments necessary to compute such capital levels;

15) A specific description of any of the features of the savings bank's
application that do not conform to the requirements of this Subpart;

16) A specific description of and detailed justification for any waivers or
supervisory forbearances that are requested as part of the conversion;

17) A statement of all other applications required pursuant to federal law for
all transactions related to the savings bank's conversion, copies of all
decisions, orders, opinions, and other similar dispositive documents issued
by regulatory authorities relating to such applications, and, if requested,
copies of such applications and related documents; and

18) Opinion of financial advisor:
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The savings bank shall be required to retain a reputable financial
advisor with expertise in valuing depository institutions to advise it
as to the fairness or the consideration to be paid by the proposed
acquiror. The financial advisor shall furnish a written opinion
specifically informing the converting savings bank as to the
fairness from a financial point of view to the converting savings
bank of the proposed consideration.

TheSueh written opinion shall specifically disclose in reasonable
detail:

1) the professional standards employed by the financial
advisor in arriving at its conclusions; and

i1) the factual basis upon which thesueh conclusions were
reached.

The opinion shall specifically state whether the financial advisor,
in arriving at his or her conclusions as to the fairness of the
proposed consideration, has made efforts to determine whether, in
his or her judgmentjudgement, there is the reasonable significant
probability that financially able purchasers of the character
generally capable of securing regulatory approval other than the
proposed acquiror, given an opportunity, might have made good
faith offers to purchase control of the converting savings bank for a
consideration materially greater than that proposed to be paid by
the proposed acquiror, and has compared the consideration to be
paid by the proposed acquiror with the consideration paid in the
purchase of other savings banks or savings and loan associations of
comparable size, market area, profit history, competitive
conditions and projected future earnings.

If the financial advisor has made any such efforts or any-sueh
comparisons, the nature and scope of thesueh efforts and
comparisons shall be discussed in detail. The written opinion shall
state whether and on what basis the financial advisor believes that
the consideration to be paid by the proposed acquiror exceeds the
aggregate amount of net proceeds which the converting savings
bank could have realized if the capital stock to be sold to the
proposed acquiror had been sold in a subscription offering
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followed by an underwritten public offering. The written opinion
shall be delivered to the before any
approval of the application for conversion will be granted by the

A liquidation account must be established in accordance with Section 1075.1940
of thisthe Subpart; however, the may waive this
requirement upon a written finding that the savings bank's net worth is zero or
less than zero, or for other good cause upon a written finding that specifies the
existence of saeh-good cause.

No solicitation of proxies in connection with a conversion pursuant to this Section
shall be made unless the person so solicited is concurrently furnished with or has
been previously furnished with a proxy statement or a short-form proxy statement
complying with this Subpart. If the persons to whom capital stock is offered or
sold pursuant to a conversion effected in compliance with this Section shall
exceed 20 in number, each of thesueh persons shall be furnished with an offering
circular complying with this Subpart before the consummation of any suaeh-sale.

Upon the approval of the plan of conversion, the
mutual savings bank charter shall be surrendered to the
and a stock charter issued by the

The corporate existence of a mutual savings bank converting to stock savings
bank shall not terminate and shall be considered to be a continuation of the
savings bank so converted.

The 's approval of a conversion under this Section shall
be conditioned upon the following:

1) Completion of the sale of conversion stock within 3 months after the
approves the application, or within ansueh
additional period as the may for good cause grant;

2) Compliance with all filing requirements of this Subpart, subject to
subsection (b); and

3) Satisfaction of any other requirements or conditions the
may impose.
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(Source: Amended at 30 I11. Reg. 19068, effective December 1, 2006)

Section 1075.2210 Application — Filing the Application and Fees

a)

b)

An application shall be prepared by a mutual savings bank that proposes to
convert to a stock owned savings bank. The application must demonstrate that the
applicant complies with the Act and this Partreles-promulgated-thereunder. Not
including copies filed pursuant to Section 1075.2020, 3three completed manually
signed copies with all exhibits, with an apphcatlon fee of $10,000ten-theusand
dellars, shall be filed with the Directorc -, Division of BankingOffice
of Banks-andReal-Estate, Department of Fmanual and Professional Regulation,
310 South Michigan Avenue, Suite 2130, Chicago, Illinois 60604-4278. The date
a document is actually received by the Director Cemmissienershall be the date of
filing-thereef.

Any application for approval that is improperly executed, or that does not contain
copies of a plan of conversion, amendments to the charter of the applicant in the
form of new articles of incorporation, proxy materials, and preliminary offering
circulars for the subscription offering and for the public offering or direct
community marketing, shall not be accepted for filing and shall be returned to the
applicant. Any application for approval containing a materially incomplete plan
of conversion, offering circular, or proxy statement shall be returned by the
Director Commissioner-to the applicant. Applicants for conversionsCenversions
effected pursuant to Section 1075.2170 need not file documents or information to
the extent that Section 1075.2170(d) allows.

Signature page:

1) Every application and every amendment to an applicationtherete filed
shall include a signature page thatwhieh shall be manually signed by:

A) A duly authorized representative of the applicant on its behalf;
B) Its principal executive officer;

@) Its principal financial officer;

D) Its principal accounting officer; and

E) At least two-thirds of its organization directors.
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Those signing the application shall attest on the signature page as follows:

A)

B)

In submitting an application, the applicant understands and agrees
that if further examinations, investigations, or appraisals are
required by the , they will be conducted by,
or as approved by, the at the expense of the
applicant and applicant will pay the costs thereof as computed by
the

The application has been approved by at least two-thirds of the
board of directors of the applicant. In accordance with the Act and
this Partthe-rules-promulgated-thereunder by the filing of this
application, the applicant by its duly authorized representative, the
undersigned officers and each member of the applicant's board of
directors severally represent:

1) that each sueh-person has read this application; and

i1) that in the opinion of each sueh-person, he or she has made
such examination and investigation as is necessary to
enable him or her to express an informed opinion that this
application complies to the best of his or her knowledge
and belief with the application requirements of the Act and
this Part.

If any name is signed to an application or any amendment to an

applicationtherete pursuant to a power of attorney, a manually signed copy

of the power of attorney shall be filed with each copy of the application.

Except as provided in subsection (e) , the filing of any application or
amendment to any applicationtherete under this Subpartehapter shall constitute a
representation of the applicant by its duly authorized representative, the
applicant's principal executive officer, the applicant's principal financial officer,
and the applicant's principal accounting officer, and each member of the

applicant's board of directors (whether the

director has signed the

application or any amendment to an applicationtherete) severally that:

1)

he or she has read the application or amendment,
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2) in the opinion of each sueh-person he or she has made such examination

and investigation as is necessary to enable him or her to express an
informed opinion that thesueh application or amendment complies to the
best of his or her knowledge and belief with the applicable requirements of
this Subpart, and

3) each sueh-person holds this informed opinion.

The representations specified in subsection (d) shall not be considered to
have been made by any director of the applicant who did not sign the
application or any amendment to the applicationtherete, if, and only to the extent
that, the director files with the within 10ten
business days after the filing of the application or amendment a statement
describing those portions of the filing as to which he or she does not so represent.

If applicable, the applicant shall furnish information in accordance with Subpart N
of this Part.

Consent of experts:

1) If any accountant, attorney, investment banker, appraiser, financial
advisor, or other person whose profession gives authority to a statement
made in any application under this Subpart is named as having prepared,
reviewed, passed upon, or certified any part of the application, or any
report or valuation for use in connection with the application, the written
consent of the person shall be filed with the application. If any portion of
an expert's report is quoted or summarized as such in any filing under this
Subpart, the written consent of the expert shal