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MISSION OF THE FUND

The Illinois Mine Subsidence Insurance Fund is a 
non-governmental tax paying entity created by the 
Illinois General Assembly. The purpose of the Fund is 
to assure financial resources are available to owners 
of property damaged by mine subsidence so those 
damages can be repaired.

The Fund does this by:

• providing reinsurance to insurance companies,

•  conducting geotechnical investigations to determine 
if mine subsidence caused the damage, 

•  supporting research to mitigate structural damage, 
and 

•  educating the public about the use of insurance to 
lessen the risk of financial loss resulting from mine 
subsidence.
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“The past is behind, learn from it.
The future is ahead, prepare for it.
The present is here, live it.”

– Thomas S. Monson

We can attest that 2016 was a year where our past, 
present, and future seemed to come together in a 
truly unique and dynamic way. Each of these distinct 
time continuum segments wisely informed us, as we 
recognized opportunities, made decisions, and led 
change. 

Honoring Our Past 
We recently published a comprehensive historical 
record of the Fund. It serves to capture the essence 
of who we are, define the problem we have been 
asked to solve, and tell the story of how we are 
solving that problem. The Preface of that publication 
states, “The Fund stands as a testament to the great 
heights of achievement that can be reached when 
government works in tandem with private enterprise 
to arrive at creative and workable solutions for the 
greater good of all.”

We’ve learned many things from our past, but 
perhaps the most significant is the importance of 
thinking outside the box. The Fund was created using 
innovative and collaborative thinking. We had no 
blueprint to follow, no peers to consult, and no history 
to rely on. Our strength has come from leveraging 
our talented people and our engaged partners, and 
has been enhanced by prioritizing our commitment 
to the many stakeholders that depend on us to serve 
as a comprehensive solution to a previously under-
addressed public problem.

Engaging Our Present 
As we mature as an organization and face new challenges 
and opportunities, we continue to blaze the trail. 2016 
was an active year for the Fund, one that demanded and 
illustrated both our propensity for full engagement and 
creative thinking. The most notable initiatives include:

•  an Enterprise Risk Management study, resulting in 
the identification of potentially significant risks to the 
Fund and the establishment of a formal mitigation 
strategy for each risk;

•  an IT upgrade, which includes custom coding and 
implementation of a document management and 
workflow system, moving us closer to a paperless 
and more interactive work environment;

•  a Compensation Benchmarking study and the 
issuance of a Statement of Compensation Philosophy. 
Both efforts enhance our ability to continue to attract 
and retain exceptionally talented team members who 
are vital to our successful future;

•   the reorganization of the Caseyville office, which 
included the relocation of Fund CFO Brandon 
Raimondi to provide day-to-day and strategic 
planning leadership to the Caseyville team; and

•   a research project proposed by the University of 
Kentucky to explore the utility of Interferometric 
synthetic aperture radar (InSAR) to measure sub-
centimeter-scale ground movement. We believe this 
project could result in viable alternatives to our time 
intensive field surveys and the ability to better assess 
damage in the event of a catastrophe.

These initiatives were successfully undertaken as 
we continued to diligently meet the routine needs 
of our stakeholders and conscientiously address the 
emerging issues we faced as an organization. 

Letter from the Chairman of the Board and the 
President and CEO
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Envisioning Our Future
We recognize that establishing and maintaining 
financial stability is paramount in assuring our 
existence.

However, we are convinced that human capital 
must be the starting point and ongoing foundation 
of any successful strategy we undertake for our 
future. Our success has repeatedly come from our 
people and their commitment to our mission. Our 
growth has continually come from individuals willing 
to think outside the box even when doing so risks 
failure or invites adversity. The Fund is a pioneering 
organization that has rarely had the luxury of studying 
peers or considering the industry norm in making 
decisions. We believe this reality has been a strength 
that has spurred us on in maturing as an organization 
year after year. 

We had three announced retirements in 2016, and 
seven of our 18 employees are now fully eligible to 
take advantage of early retirement. The Fund is at a 
critical crossroads in its organizational evolution and 
the future relies heavily on identifying, attracting, and 
retaining excellent talent and creative thinkers. That 
is a key management priority and commitment to all 
stakeholders. 

It is equally vital to our future that we field an excellent, 
fully engaged, and diverse Board of Directors, as 
we have in both our past and present. We pledge 
to work with both the Nominating Committee and the 
Department of Insurance to do our part in promoting 
best practices in board governance and in championing 
overall effective board functioning. This organization is 
at its best when we work together with our partners to 
demand accountability and enable empowerment. 

Closing
In closing, we want to recognize the Department of 
Insurance (DOI) for their partnership with the Fund in 
tackling mine subsidence issues over the years. We 
have a long history of cooperation with the DOI. We 
welcome the opportunity to work with Director Jennifer 
Hammer, and personally want to thank Chief Deputy 
Jim Stephens for his strong leadership and constant 
guidance over the past several years. 

Finally, on both a personal and professional level, we 
extend our heartfelt wish for a most happy and healthy 
retirement, to our long tenured general counsel and 
friend, Jim Betke. A trusted counselor of the Fund 
for more than 27 years, Jim has provided dedicated 
guidance in helping to chart the course of our future. 
His imprint will be lasting. 

 Dorothy Even,  
Chairman of the Board

Heidi M. Weber,  
President and CEO
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What Causes Mine Subsidence?
Mine Subsidence is defined in the Illinois Insurance 
Code as “lateral or vertical ground movement caused 
by a failure initiated at the mine level, of man made 
underground mines, including, but not limited to coal 
mines, clay mines, limestone mines, and fluorspar 
mines that directly damages residences or commercial 
buildings.” The cause of mine subsidence is directly 
related to the early type of mining that was present in at 
least 72 counties and dates back over 200 years. The 
Room and Pillar method of mining, the most common 
type of early mining, required workers to mine the 
coal in a checkerboard or grid pattern, creating voids 
or “rooms” where the coal was mined, and “pillars” 
of un-mined coal to support the mine roof. Over time, 
these pillars disintegrate or collapse, causing collapse 
within the mine and sinking or shifting to the ground 
surface. The resulting subsidence at the ground level 
can cause considerable damage to structures built over 
or in close proximity to the subsidence. Conventional 
insurance does not provide for coverage categorized 
as “ground movement.”

Sag and Pit Subsidence

Room and Pillar Method

Understanding Mine Subsidence 
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Cross-section of a Room and Pillar mine wherein 
pillars of coal were left unmined to support the mine 
roof. Over time, these pillars deteriorate, causing 
collapse or “subsidence” within the mine.

Sag subsidence, the 
most common type 
of mine subsidence, 
appears as a gentle 
depression in the ground 
and can spread over an 
area as large as several 
acres. Collapse of pillars 
supporting the mine roof 
is a typical cause.

Pit subsidence forms 
a bell-shaped hole 6-8 
feet deep and from 2-40 
feet across and occurs 
when a shallow mine 
roof collapses.
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A structure need not lie directly over a mine to be affected 
by mine subsidence, and it is extremely difficult to 
accurately gauge how far a property must lie from a mine 
to ensure that it will be unaffected. Each subsidence 
event is unique, and the range of ground movement is 
influenced by the angle of draw created by the subsurface 
collapse, the depth of the mine, and soil composition. 

Unlike other perils such as fire, flood, wind and hail, 
when nearly all damage occurs within hours, mine 
subsidence often progresses very slowly over many 

years, sometimes decades. Damage may appear 
suddenly at first, and then continue to occur gradually. 
This is particularly frustrating for homeowners since 
permanent repairs are not recommended until 
damaging ground movement ceases. Cracks may 
open in basement floors, then widen or grow. Concrete 
or brick foundation walls may bulge or crack. The 
chimney, porch, or steps may tilt in opposite directions, 
or even separate from the house. Typically, the most 
severe damages are to the foundation and underlying 
structure of the property. 

Continuous Long Term Damage

Step cracks, such as these, are common in block walls 
affected by mine subsidence. 

Common tension damage resulting in a break to a sidewalk.

Damage from mine subsidence typically starts at the 
foundation level and works its way up.

Compression damage to a basement wall. 

This garage door has become misaligned from mine subsidence. 

This deck sustained considerable damage resulting from 
mine subsidence.
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Statewide map illustrating areas 
of underground and surface 
mining in Illinois. 
(Illinois State Geological Survey, 
Bauer 2006)

Most experts agree that room and pillar mines will 
eventually experience some degree of collapse, but 
currently there is no way to know when or exactly where 
mine subsidence will occur. According to Illinois State 
Geological Survey estimates, there are approximately 

201,000 acres of urban and built-up lands with 
potential for mine subsidence. Predominantly within 
that acreage, there are an estimated 333,000 housing 
units with possible mine subsidence exposure.
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Prior to 1979, Illinois homeowners did not have access 
to insurance to protect for damage caused by mine 
subsidence. Since much of the underground mining 
was done decades before, and many of the mining 
companies were no longer in existence, property 
owners had very few opportunities to recover from 
the responsible party. Consequently, numerous 
homeowners suffered devastating financial loss to their 
most valuable physical asset. 

Through an Act of the Illinois General Assembly, Illinois 
became the second state, after Pennsylvania, to facilitate 
the availability of mine subsidence insurance. The Illinois 
Act requires that mine subsidence coverage be included 
in conventional policies on residential and commercial 
buildings in the 34 counties where most mining was 
conducted, unless waived in writing by the insured, 
and added upon request in the remaining 68 counties. 
The Statute also created the Illinois Mine Subsidence 
Insurance Fund (the Fund) as an independent reinsurer 
to primary companies required to include the coverage. 
In addition to offering reinsurance, the Fund conducts 
geotechnical investigations to determine if mine 
subsidence is the cause of damage and when damaging 

ground movement ceases, and establishes rates and 
rating schedules, provides underwriting guidance to 
primary insurers, promotes mine subsidence education 
and supports mine subsidence related research that 
ultimately benefits consumers.

Although created through statute, the Fund is not a 
state agency. The Fund is a taxable entity providing 
reinsurance to insurance companies licensed to 
write property coverage in Illinois. With no available 
mechanism for traditional capitalization, the Fund 
relies solely on premium and investment income to 
acquire financial resources. Policyholder surplus is 
built and retained to guard against deteriorating claims 
experience, the possibility of catastrophic loss, the 
inherent uncertainty in estimating loss reserves, and 
the risks of declining financial markets. The Fund’s 
primary financial objective is long-term solvency.

For more information on the Fund and how it was 
created, please refer to our latest publication, Illinois 
Mine Subsidence Insurance Fund Historical Record, 
which can be accessed from the “About Us/History of 
the Fund” section of our website at www.imsif.com.

The Fund: A Private Solution to a Public Problem
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The Fund is managed by an eleven-member Board 
of Directors, as outlined in the Mine Subsidence 
legislation. The mandate requires that 6 be insurance 
industry directors, 4 public directors, and one Illinois 
licensed insurance producer. Directors serve three 
year terms. All Directors, regardless of designation, 
owe an individual fiduciary duty to the Fund and are 
expected to act in its best interests through exercising 
both the duty of loyalty and the duty of care.

The industry directors are elected through an 
established nomination and voting process described 
in the Articles of Governance. Insurance industry 
directors do not represent a particular company or trade 
association, but instead are individuals representing 
themselves, who most often have insurance industry 
experience or related expertise. The IMSIF Nominating 
Committee is tasked with identifying and soliciting 
recommendations to fill the insurance industry director 
terms expiring each year. Insurers are encouraged 
to recommend individual candidates possessing 
suitable background, expertise, and interest to serve, 
for consideration by the Nominating Committee. The 
Committee nominates candidates annually and each 
insurer that has reported premium during the previous 
twelve months is allowed one vote. The public directors 
and licensed insurance producer are appointed by the 
Director of Insurance.

The fundamental responsibility of the Board of Directors 
is to foster the long-term success of the Fund. Similar 
to other insurance entities, the primary objective of 
the IMSIF Board is to establish and maintain sufficient 
financial resources to meet its long term financial 
obligations and commitments, particularly as it relates 
to paying current and future reinsurance claims.

Governance activities include selecting the Chief 
Executive Officer (CEO) and assessing his or her 
performance, reviewing and authorizing strategic plans 
and related operating budgets, hiring and reviewing 
work of outside auditors, investment managers and 
actuaries to ensure compliance with financial and 
legal requirements, and periodically evaluating the 
organization’s overall results. The Board carries out its 
governance responsibilities through oversight, while 
daily operational activities are the responsibility of the 
CEO and management staff.

The IMSIF Nominating Committee employs a 
competency based succession planning process that 
allows for identifying and attracting directors who bring 
a range of needed professional skills, backgrounds, 
and diversity that is reflective of the Fund’s mission and 
commitment to its stakeholders. Although Directors 
often serve multiple 3 year terms, turnover is inevitable. 
The Fund strives to maintain a small pool of potential 
candidates for possible future election or appointment 
to the Board.

To assemble a highly effective Board, the Fund strives 
to include a mix of directors with collective expertise 
or experience in the areas of property underwriting, 
property claim handling, insurance management and 
leadership, financial literacy and expertise, fixed income/
equity investment management, the coal or mining 
industry, insurance brokerage, actuarial and legal. 

Essential for Success: A Dedicated Board of Directors
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IMSIF Board of Directors

Dorothy Even, Chairman
Retired Executive
Insurance Investments
Director since 2010

Robert Ostgulen,  
Vice-Chairman
Retired Executive  
Insurance
Director since 1999 

Richard A. Sauget, Jr.,
Secretary
Mayor
Sauget, IL.
Director since 2006

Kenneth DeVries
Chief Accounting Officer
HUB International, LTD.
Director since 2015

Charles M. Hill, Sr.
Retired Executive
Banking
Director since 1983

Hernando Madronero
Managing Director
Madronero Enterprises, LLC
Director since 2015

Paul O’Grady
Attorney
Peterson, Johnson & Murray
Director since 2014 

David J. Queior 
Retired Executive  
Insurance
Director since 1999

Lloyd Parker
Retired Executive
Insurance
Director since 2003

Richard A. Sedlak
Insurance Producer
Schmale Insurance
Director since 2009

Frederick M. Strauss
Senior Vice President 
Holborn
Director since 2007

Attendees prepare for an 
upcoming IMSIF Board of 
Directors meeting. Left to 
right: IMSIF Directors Richard 
A. Sauget, Jr. and Hernando 
Madronero; Illinois Department of 
Insurance attendees Chief Deputy 
James A. Stephens and Deputy 
Director Brett A. Gerger.
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Transitions

Retirees

Allen J. Costello, Manager, Geotechnical 
Services
As a veteran geologist in the mining 
industry, Allen brought expertise and 
experience to the Fund when he was 
hired in 1993 to enhance the geotechnical 

investigative team and later to manage the southern 
Illinois office. He faithfully served the Fund for 23 years, 
and was instrumental in the leadership effort that grew 
and trained the professional team that we now have 
assembled. 

John P. Farnetti, Vice President 
Reinsurance Operations
When operations run smoothly for a very 
long time, the tremendous effort behind it 
can become difficult to distinguish. Such 
is the case with this experienced property 

claims adjuster, who was hired in 1991 to oversee claim 
reinsurance operations with Illinois property insurers. 
John’s methodical approach provided consistency and 
stability to the process, allowing Illinois insurers a means 
to provide a high level of service to their policyholders 
with mine subsidence claims. Aside from day to day 
administrative business of claim handling, John is also 
responsible for creating one of the most successful and 
innovative programs at the Fund to date, the Designated 
Adjuster program, instituted in 2001. 

James E. Betke
Jim, who first served as General Counsel 
to the Fund nearly 30 years ago, as an 
attorney with McDermott, Will & Emery, 
has retired. His contribution to the past, 
present and planning for the future of the 

Fund is far-reaching, manifested in the thousands of 
documents and publications he has reviewed or drafted, 
his successful negotiations for subrogation recovery 
from mining companies, and his constant and steadfast 
guidance to the Board of Directors and the management 
team through the years. 

New Hires 

Michael A. Anderson, Geotechnical 
Investigator
Michael was previously employed by 
Peabody Energy, leaving his position as 
Senior Geologist after 25 years. He is a 
graduate of Southern Illinois University, 

Edwardsville and resides in Madison County.

Marc C. Lovrak, Vice President 
Reinsurance Operations
Marc was hired after an exhaustive 
nationwide search to identify qualified 
candidates to replace veteran VP, John 
Farnetti. Marc possesses impressive 

credentials with over two decades of experience in 
property insurance claim management and contractual 
litigation. He relocated from Ohio to accept the IMSIF 
position and resides in the Chicagoland area. 

Keith Culli, Rodman
Keith originally joined the Fund as a part-
time rodman in 2013 and was promoted to 
full-time rodman and surveyor-in-training 
in 2016.

Todd S. Schenk
Todd, a partner at Tressler LLP, was 
selected to replace James Betke as 
IMSIF General Counsel. Todd is highly 
experienced in providing insurance 
coverage counseling and litigation 

representation to insurance companies. His contribution 
to the Fund is already making a difference in several 
areas including risk management assessment, corporate 
governance best practices, and Designated Adjuster 
program enhancement. 

General Counsel
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IMSIF Staff

Chicago

Heidi M. Weber
President & Chief Executive 
Officer

Marc C. Lovrak
Vice President Reinsurance 
Operations

Kathleen A. Moran
Industry Relations and Consumer 
Education Manager

Patricia F. Bednarek
Office Manager

Sheila Dean
Administration

Nancy Moore
Administration

Diana Solis
Administration

Caseyville

Brandon R. Raimondi
Vice President & Chief Financial 
Officer

Michael A. Anderson
Geotechnical Investigations 

Anthony Caudillo
Rodman

Keith Culli
Rodman

Thomas G. Denton
Geotechnical Investigations

Gregory J. Gollaher
Geotechnical Investigations

Darrell Hein
Geotechnical Investigations

Rance Olliges
Geotechnical Investigations

David J. Owens
Geotechnical Investigations

Joe Robertson
Geotechnical Investigations

Terry Woodcock
Administration

Independent Auditors 
Johnson Lambert, LLP 
Arlington Heights, IL.

Independent Actuaries 
Milliman, Inc. 
Chicago, Illinois

Investment Managers 
Conning & Company 
Hartford, Connecticut

General Counsel 
Todd S. Schenk 
Tressler LLP
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Illinois Mine Subsidence Insurance Fund
P.O. Box 812060
Chicago, Illinois 60681-2060
www.imsif.com

For general information about mine subsidence or the Illinois Mine 
Subsidence Insurance Fund, visit our website at www.imsif.com.
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