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MISSION OF THE FUND
The Illinois Mine Subsidence Insurance Fund is a taxable
enterprise created by Statute to operate as a private solution to
a public problem. The purpose of the Fund is to assure financial
resources are available to owners of property damaged by mine
subsidence. The Fund fills a gap in the insurance market for the
benefit of Illinois property owners at risk of experiencing mine
subsidence damage.
The Fund does this by:
• p
 roviding reinsurance to insurance companies for damage
caused by mine subsidence,
• c onducting geotechnical investigations to determine if mine
subsidence caused the damage,
• s upporting and sponsoring mine subsidence related research
and initiatives consistent with the public interest, and
• e
 ducating the public and the industry about mine subsidence
and related issues.
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Letter from the Chairman of the Board and the President and CEO
2020 was unlike any other year in Fund history. Let’s face
it, it was unlike any other year in most of our entire lives.
The word unprecedented was finally used in its proper
context and the most recognized definition of what it
means to Zoom was no longer to move very quickly.
In reflection, our leadership team saw 2020 as a year of
changes, challenges, and champions at the Fund.
Change came quickly. Change literally came overnight.
We are not the same organization we were one year
ago, and we won’t ever be that same organization again.
The pandemic was certainly a shock to the system,
but it’s also been a catalyst for movement and positive
change. It undoubtedly filled us at times with uncertainty
and anxiety. But it has also provided us with clarity of
purpose, challenged us to innovate, and deepened our
capacity for perseverance and resilience.

Robert Ostgulen,
Chairman of the Board

Heidi M. Weber,
President and CEO

Thank you to an insurance industry who found a way
to perform its essential services in a completely virtual
environment overnight. Being able to partner with such
a professional group of organizations and people made
our role considerably more efficient and effective.
Together, we remained focused on our common goal
of providing excellent customer service to Illinois
property owners.

There was, of course, no shortage of challenges faced
during 2020. Challenges ranged from establishing a
fully functioning remote office work environment,
to arranging and maintaining an effective team
communication network and plan, to creating and
constantly adjusting an investigation plan in keeping
with the changing governmental orders and guidelines,
to staying alert to and supporting the emotional and
physical health of the entire team. The challenges have
revealed our creativity. The challenges have further
unified our team in the mission we undertake.

Thank you to an unmatched management leadership
team who is loyal, ethical, talented, and engaged.
They each bring strengths and points of view that
are vital to our overall success. They each genuinely
care about people and that translates into a healthy
workplace where people are encouraged to contribute
and are given space to thrive. This has never been more
important than in 2020.

Through the changes and challenges of 2020, many
champions emerged. These champions allowed us to
continue operation and provide responsive service to
our stakeholders with minimal interruption. We want to
thank each and every one of these champions.

Finally, thank you to an incredible team of employees
who show up every single day and give their best. They
rose to the occasion during an unprecedented year and
served our stakeholders consistently and honorably. We
owe each one of them our heartfelt appreciation.

Thank you to a Board of Directors who continually provide
professional oversight, share unmatched wisdom and
knowledge, challenge our team, and are genuinely
committed to the success of the Fund. They quickly
and successfully pivoted to meeting electronically and
remained engaged throughout the year.

May we take the difficult lessons we learned in 2020
and, together, continue to be open to changes, ready
for challenges, and grateful for the champions that are
committed to the unique mission of the Fund.

Thank you to the Illinois Department of Insurance for
continuing to collaborate during a very difficult year.
We were honored to meet virtually with Director Dana
Popish Severinghaus soon after her appointment and
look forward to meeting in person in 2021.
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Adapting in the Face of a Pandemic
On March 20, 2020, when Governor Pritzker issued
Executive Order No. 8 requiring most individuals
and businesses in Illinois to stay at home due to the
outbreak of the COVID 19 virus, the management
team of the Illinois Mine Subsidence Insurance
Fund (“IMSIF” or “Fund”) wasted no time. They
rolled up their sleeves and developed a flexible plan
to best fulfill their responsibilities while sheltering
in place. To protect both staff and public, all field
investigations were temporarily suspended.
Management made every effort to accommodate
both the Caseyville and Chicago staff by providing
them with the necessary resources to continue
all other operations while working remotely from
their home office.

interior surfaces of the inspected properties that
were touched by gloved hands or IMSIF equipment.
Before scheduling an appointment, each claimant
was screened with a series of questions to assess
possible risk to investigators. The claimant was
also given the opportunity to postpone the interior
investigation until a later date, for any reason.
All other staff continued working remotely with no
lapses in service to our stakeholders. Throughout
the unprecedented times we all lived through in
2020, IMSIF management remained focused on
the health and welfare of the team. CEO Weber
and CFO Raimondi directly addressed the unique
challenges of operating in this new isolated working
environment and prioritized communication, selfcare, and team building as keys to maintaining a
healthy and productive organization.

After the Order was lifted and investigations resumed
in early June, modified guidelines were instituted to
ensure the safety of both claimants and the IMSIF
investigators. The new field procedures included
appropriate social distancing, no physical contact
with property owners, and the use of personal
protective equipment including a surgical mask,
gloves and shoe covers. Investigators were also
equipped with disinfecting wipes to sanitize all

Geotech Joe Robertson reviews
survey data and spreadsheets
for final determination.

Ultimately, through the efforts of a dedicated Board
of Directors, an engaged management team, and
a resilient and professional crew, the Fund was
able to proactively move forward with the essential
services it provides as reinsurer for mine subsidence
losses in Illinois.

Geotech Greg Gollaher uses a
Google Earth air photo to measure
the distance from a current claim to
a known mine subsidence sag.

4

Geotech Mike Anderson prepares
a Summary report for the primary
insurer based on the data collected.

Virtual Managers’ meetings were held weekly while the
Chicago office sheltered in place. Left: Trish Bednarek,
Office Manager; Top Middle: Marc Lovrak, VP Reinsurance
Operations; Bottom Middle: Brandon Raimondi, CFO;
Bottom Right: Kathy Moran, Industry Relations/Consumer
Education Manager; Not Pictured: Heidi Weber, CEO, who
listened in as she traveled to the Caseyville office
to meet with the Geotechnical staff.

Illinois Department of Natural Resources – Office of Mines
and Minerals’ Dan Barkley, Technical Services Supervisor
and Jim Bowling, Environmental Protection Engineer III
confer with IMSIF Geotechs Bryce Kaemmerer and
Greg Gollaher as they examine a mine map.

Geotech Rance Olliges takes a reading on the invar rod
held by Colin Graham. Rance is utilizing an automatic
level with a micrometer.

Geotech Colin Graham holds the invar rod on a survey
point utilizing steady sticks.
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Mine Subsidence: An Overview
Mine Subsidence is defined in the Illinois
Statute 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.”

Rock and soil movement caused by mine subsidence
often progresses very slowly. Damages may appear
suddenly or develop gradually over time and continue
for several years, sometimes decades. Many of the
conditions listed below may indicate mine subsidence,
or they may be the result of ground movement
precipitated from changes in soil moisture, seasonal
temperature variations or several other deficiencies
or situations. Properties with one or more of these
conditions should be reported to the primary insurance
company to determine if mine subsidence could be
the cause of damage:

The cause of mine subsidence is directly related
to the type of mining that was prevalent for over
200 years in Illinois. The “Room and Pillar” method
of mining required workers to create rooms in a
checkerboard or grid pattern, leaving pillars of unmined coal to support the mine roof. Over time,
the pillars disintegrate causing collapse within the
mine and sinking or shifting of the ground surface.
Structures built over or in close proximity to the
subsidence can sustain considerable damage.

 • Cracked, broken or damaged foundation
•	Cracks in the basement walls, driveway
or garage floor
• Doors and windows stick, jam or break
•	Popping and snapping noises as if the
house is shifting
• Walls or floors appear unlevel or tilted
• Doors swing open or closed

An estimated 201,000 acres of residential and other
developed land areas in Illinois are in close proximity
to underground mines and may be at risk for mine
subsidence. Most experts agree that all room and
pillar mines will eventually experience some degree
of collapse, but there is currently no way to predict
when or where mine subsidence will occur. Several
factors come to play in subsidence, including size,
depth, and age of the mine. A structure need not
lie directly over a mine to be affected by mine
subsidence. Each subsidence event is unique, and
the range of ground movement is influenced by the
angle of draw created by subsurface collapse.

•	In extreme cases, water or gas lines
may rupture
It is important to remember that the charge of the
IMSIF geotechnical investigation unit is to determine if
the reported damage “is” or “is not” caused by mine
subsidence. The Fund is not equipped nor responsible
for determining the cause of any damage unrelated
to mine subsidence. The claimant must rely on the
primary insurance company to determine if there are
other coverages provided by the underlying property
policy that may respond to the damage reported.
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What is Mine Subsidence?
Mine Subsidence is the sinking or shifting of the ground surface resulting from
collapse of an underground mine — most commonly of an old coal 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.

Examples of Mine Subsidence Damage

Mine subsidence can
cause cracks in pavement
or foundations, as shown
above.

This sidewalk is literally
pulled apart by mine
subsidence.

Ground movement from
mine subsidence causes
this driveway to buckle.
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Step cracks, such as these,
are not uncommon in
block walls affected by
mine subsidence.

The Fund: Fulfilling Its Mission
The Illinois Mine Subsidence Insurance Fund
(“IMSIF” or “Fund”) was created on September
1, 1979, by the Illinois General Assembly, making
Illinois the second State in the nation to provide
for its citizens the availability of protection against
the potentially devastating property loss that can
result from mine subsidence. The Illinois Mine
Subsidence statute requires all Illinois licensed
Class 3 insurers to make mine subsidence coverage
available to policyholders.

Geotechnical investigations are conducted by the
Fund to determine if mine subsidence is the cause
of damage. Once the investigation has determined
whether damage was caused by mine subsidence,
the primary insurer is responsible for administering
and supervising the claim in its entirety.
The primary insurer may request the Fund to
provide technical assistance to identify methods
of repairing the damaged property, and to establish
the cost of those repairs. When requested, the
Fund provides those services, at no cost, to the
primary insurer. The primary insurer may accept,
reject or modify the results of that technical
assistance. The primary insurer controls the claim
valuation and settlement process.

The Fund is not a Class 3 insurer, nor is it a State
agency. It was created specifically to afford
reinsurance for the property insurers who must
provide coverage and pay mine subsidence losses.
As a private reinsurer, the Fund has a contractual
relationship only with the primary insurers. The
policyholder insurance contract remains solely
with the primary insurer. This is a very important
distinction, particularly with respect to the ultimate
adjustment of mine subsidence claims.

As a single peril insurer with very limited
geographic spread of risk, the Fund does not
have the diversification of business that allows
most reinsurance companies to overcome an

The Fund fulfills its mission using a set of fundamental core values:
Financial Stability, by
responsibly and rationally
maintaining sufficient surplus
and embracing financial
discipline.

Reputation, by conducting
business in a professional,
honest, and ethical manner,
inspiring trust and caring
about people.
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unexpected catastrophic event. Somewhat like
flood or earthquake, mine subsidence events tend
to be relatively low frequency, while producing
severe damages per claim. Because of the long
tail on claims, early estimates of damages may be
low compared to the ultimate cost of repairs. In
addition, mine subsidence losses have proven to be
extremely variable and particularly difficult to predict
from year to year. Over the past 41 years, the Fund
has reimbursed more than $222 million indemnity
dollars to primary insurers for payments made to
Illinois property owners.

maps that now assist consumers when evaluating
mine subsidence risk on specific properties. In
addition to the ISGS, the Fund has been fortunate to
have partnered through the years with other leading
authorities in the fields of earth science, mining,
and engineering from the U.S. Bureau of Mines, the
Illinois Department of Natural Resources, Southern
Illinois University, and the Universities of Illinois,
Tennessee, and Kentucky.
Education is a consistent priority of the Fund. As new
information and tools are developed, it is essential
to deliver new information to stakeholders who are
in a position to benefit from it, including property
owners, insurers and their agents, real estate
professionals and lending institutions. Information
is disseminated via our website, brochures,
periodic publications, speaking engagements,
press releases, meeting with legislators in mine
subsidence affected areas, participation in trade
shows, and round table discussions.

The Fund also bears out its mission to support
and fund research projects in an effort to improve
the administration of the mine subsidence
insurance program and help reduce and mitigate
mine subsidence losses consistent with the
public interest. Through its partnership with the
Illinois State Geological Survey (ISGS), important
breakthroughs were made in the digitization of mine

Service, by being responsive
and communicative, educating
and informing stakeholders,
and supporting research.

Relationships, by being
transparent and respectful,
valuing diversity, embracing
collaboration, and attracting
and keeping quality people.
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Essential for Success: A Dedicated Board of Directors
The Fund is managed by an eleven-member Board
of Directors, as outlined in the Mine Subsidence
legislation. The mandate requires there to be six
insurance industry-elected directors, four public
appointed directors, and one appointed Illinois
licensed insurance producer director. 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.

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 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 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.

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
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IMSIF Board of Directors

Robert Ostgulen,
Chairman
Retired Executive
Insurance
Director since 1999

Richard A. Sauget, Jr.,
Vice-Chairman
Mayor
Sauget, IL.
Director since 2006

Frederick M. Strauss
Secretary
Senior Vice President
Holborn
Director since 2007

Nancy Bufalino
Chief Operating Officer
Fenwick High School
Director since 2019

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

Dorothy Even
Retired Executive
Insurance Investments
Director since 2010

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

Lloyd Parker
Retired Executive
Insurance
Director since 2003

Richard A. Sedlak
Insurance Producer
Schmale Insurance
Director since 2009
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IMSIF Staff
Chicago

Caseyville

Heidi M. Weber
President & Chief Executive
Officer

Brandon R. Raimondi
Vice President & Chief
Financial Officer

Kathleen A. Moran
Industry Relations and
Consumer Education Manager

Marc C. Lovrak
Vice President Reinsurance
Operations

Patricia F. Bednarek
Office Manager

Michael A. Anderson
Geotechnical Investigations

Sheila Dean
Administration

Keith Culli
Geotechnical Investigations

Nancy Moore
Administration

Gregory J. Gollaher
Geotechnical Investigations

Diana Solis
Administration

Colin Graham
Geotechnical Investigations
Bryce Kaemmerer
Geotechnical Investigations
Rance Olliges
Geotechnical Investigations
David J. Owens
Geotechnical Investigations
Collin Pierce
Geotechnical Investigations
Joe Robertson
Geotechnical Investigations
Brent Shelton
Geotechnical Investigations
Terry Woodcock
Administration
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Independent Auditors
Johnson Lambert LLP
Park Ridge, Illinois
Independent Actuaries
Milliman, Inc.
Chicago, Illinois
Investment Managers
Conning & Company
Hartford, Connecticut
General Counsel
Todd S. Schenk
Tressler LLP
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Audited Financial
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Statements -- Statutory
Statutory
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endedDecember
December31,
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and2019
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Report of Independent Auditors
Board of Directors
Illinois Mine Subsidence Insurance Fund
We have audited the accompanying individual and combined statutory financial statements of the
Residential and Commercial Sub-Funds of the Illinois Mine Subsidence Insurance Fund (the "Fund"),
which comprise the individual and combined statutory balance sheets as of December 31, 2020 and
2019, and the related individual and combined statutory statements of income, changes in surplus,
and cash flows for the years then ended and the related notes to the statutory financial statements.
Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these statutory financial
statements in accordance with the accounting practices prescribed or permitted by the Illinois
Department of Insurance. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of statutory
financial statements that are free from material misstatement, whether due to fraud or error.
Auditor's Responsibility
Our responsibility is to express an opinion on these statutory financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the statutory financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the statutory basis financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the statutory
basis financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the Fund’s preparation and fair presentation of the
statutory financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Fund’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the statutory financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles
As described in Note 2 to the statutory financial statements, the Fund prepared these statutory
financial statements using accounting practices prescribed or permitted by the Illinois Department
of Insurance, which is a basis of accounting other than accounting principles generally accepted in
the United States of America. The effects on the statutory financial statements of the variances
between these statutory accounting practices and accounting principles generally accepted in the
United States of America, although not reasonably determinable, are presumed to be material.
Adverse Opinion on U.S. Generally Accepted Accounting Principles
In our opinion, because of the significance of the matter discussed in the "Basis for Adverse Opinion
on U.S. Generally Accepted Accounting Principles" paragraph, the statutory financial statements
referred to above do not present fairly, in accordance with accounting principles generally accepted
in the United States of America, the financial position of the individual and combined Residential
and Commercial Sub-Funds of the Illinois Mine Subsidence Insurance Fund as of December 31, 2020
and 2019, or the results of their operations or their cash flows for the years then ended.
Opinion on Regulatory Basis of Accounting
In our opinion, the statutory financial statements referred to above present fairly, in all material
respects, the financial position of the individual and combined Residential and Commercial SubFunds of the Illinois Mine Subsidence Insurance Fund as of December 31, 2020 and 2019, and the
results of their operations and their cash flows for the years then ended, in accordance with the
basis of accounting described in Note 2.

Park Ridge, Illinois
May 26, 2021
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Total Liabilities and Surplus

Surplus

Total Liabilities

Liabilities
Loss and loss adjustment expense
Unearned premium
Commissions payable
Income tax payable
Accrued expenses

Liabilities and Surplus

Total Admitted Assets

Premiums receivable
Investment receivable
Accrued investment income
Federal income tax recoverable
Net deferred tax asset
Other

Total cash and invested assets

Admitted Assets
Cash and invested assets
Bonds
Cash and cash equivalents
Real estate

188,383,290

106,632,317

81,750,973

63,893,397
12,400,217
864,765
2,521,732
2,070,862

188,383,290

5,765,101
216
1,362,216
807,965
3,078

180,444,714

176,664,541
3,642,217
137,956

$

$

$

$

181,747,837

93,929,037

87,818,800

71,471,359
11,896,497
842,438
1,757,267
1,851,239

181,747,837

5,616,253
149
1,413,499
669,151
3,420

174,045,365

173,403,067
497,987
144,311

$

$

$

$

76,062,319

53,554,565

22,507,754

17,985,984
3,531,043
367,323
623,404

76,062,319

1,836,616
84
546,547
6,270
298,836
917

73,373,049

70,881,135
2,450,707
41,207

$

$

$

$

71,594,065

49,104,920

22,489,145

17,866,939
3,496,585
355,937
210,953
558,731

71,594,065

1,779,683
58
557,031
247,494
1,026

69,008,773

68,334,625
631,043
43,105

Commercial Sub-Fund
2020
2019

See accompanying notes to the statutory financial statements
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$

$

$

$

Residential Sub-Fund
2020
2019

December 31 , 2020 and 2019

Balance Sheets - Statutory

Illinois Mine Subsidence Insurance Fund

$

$

$

$

264,445,609

160,186,882

104,258,727

81,879,381
15,931,260
1,232,088
2,521,732
2,694,266

264,445,609

7,601,717
300
1,908,763
6,270
1,106,801
3,995

253,817,763

$

$

$

$

Combined

247,545,676
6,092,924
179,163

2020

253,341,902

143,033,957

110,307,945

89,338,298
15,393,082
1,198,375
1,968,220
2,409,970

253,341,902

7,395,936
207
1,970,530
916,645
4,446

243,054,138

241,737,692
1,129,030
187,416

2019
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Net income

Federal income tax expense
$

9,284,671

$

$

4,398,946

1,042,954

5,441,900

2,130,754

2,052,602
78,152

3,311,146

3,663,817

1,198,467
1,401,888
575,547
487,915

6,974,963

$

$

4,689,723

1,122,208

5,811,931

2,080,287

2,016,036
64,251

3,731,644

3,087,888

600,351
1,406,258
617,360
463,919

6,819,532

Commercial Sub-Fund
2020
2019

See accompanying notes to the statutory financial statements
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12,566,348

2,211,957

2,985,302

5,310,583

5,145,366
165,217

6,186,045

16,639,350

10,374,737
3,484,055
1,222,019
1,558,539

22,825,395

11,496,628

$

$

15,551,650

5,380,742

Net investment income

Net income before federal income tax expense

5,179,546
201,196

Investment Income
Net interest income
Net realized capital gains, net of tax

10,170,908

Underwriting gain

6,566,988
3,622,531
1,644,180
1,639,915

23,644,522

13,473,614

$

Total underwriting expenses

Underwriting
Premiums earned
Less underwriting expenses
Loss and loss adjustment expense
Commissions
State income tax expense
Other underwriting expenses

Residential Sub-Fund
2020
2019

Years Ended December 31, 2020 and 2019

Statements of Income - Statutory

Illinois Mine Subsidence Insurance Fund

$

$

16,965,294

4,028,256

20,993,550

7,511,496

7,232,148
279,348

13,482,054

17,137,431

7,765,455
5,024,419
2,219,727
2,127,830

$

$

Combined

30,619,485

2020

13,974,394

3,334,165

17,308,559

7,390,870

7,161,402
229,468

9,917,689

19,727,238

10,975,088
4,890,313
1,839,379
2,022,458

29,644,927

2019

19

Ending Surplus

Net income
Change in pension liability
Change in net deferred tax asset
Change in non-admitted assets

Beginning Surplus

106,632,317

12,566,348
(26,503)
(10,302)
173,737

93,929,037

$

$

93,929,037

9,284,671
(92,866)
75,089
(209,942)

84,872,085

$

$

53,554,565

4,398,946
(7,919)
6,800
51,818

49,104,920

$

$

49,104,920

4,689,723
(27,740)
13,117
(62,784)

44,492,604

Commercial Sub-Fund
2020
2019

See accompanying notes to the statutory financial statements
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$

$

Residential Sub-Fund
2020
2019

Years Ended December 31, 2020 and 2019

Statements of Changes in Surplus - Statutory

Illinois Mine Subsidence Insurance Fund

$

$

160,186,882

16,965,294
(34,422)
(3,502)
225,555
$

$

Combined

143,033,957

2020

143,033,957

13,974,394
(120,606)
88,206
(272,726)

129,364,689

2019

20

Cash and cash equivalents, end of year

Cash and cash equivalents, beginning of year
$

$

497,987

2,450,707

631,043

1,312,253

(2,525,213)

13,920,751
(16,445,964)

4,344,877

(1,074,794)
(1,390,502)
(447,009)
2,161,166
(1,856,500)

6,952,516

1,819,664

$

$

(814,266)

(8,443,718)

35,516,444
(43,960,162)

7,629,452

(11,796,463)
(3,449,232)
(1,506,676)
5,349,949
(3,963,000)

22,994,874

$

$

631,043

1,308,306

(677,263)

(5,056,340)

13,811,948
(18,868,288)

4,379,077

(1,256,714)
(1,387,348)
(557,167)
2,080,532
(1,437,000)

6,936,774

Commercial Sub-Fund
2020
2019

See accompanying notes to the statutory financial statements
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3,642,217

497,987

3,144,230

Net change in cash and cash equivalents

35,796,039
(39,078,903)

6,427,094

(14,129,599)
(3,600,204)
(1,408,207)
5,482,234
(3,918,500)

24,001,370

(3,282,864)

$

$

Net cash used in investments

Cost of investments acquired

Cash From Investments
Proceeds from investments sold, matured, or repaid

Net cash from operations

Cash From Operations
Premiums collected
Less underwriting expenses paid
Loss and loss adjustment expenses paid
Commissions
Other
Net investment income
Federal income taxes paid

Residential Sub-Fund
2020
2019

Years Ended December 31, 2020 and 2019

Statements of Cash Flows - Statutory

Illinois Mine Subsidence Insurance Fund

$

$

6,092,924

1,129,030

4,963,894

(5,808,077)

49,716,790
(55,524,867)

10,771,971

(15,204,393)
(4,990,706)
(1,855,216)
7,643,400
(5,775,000)

$

$

Combined

30,953,886

2020

1,129,030

2,620,559

(1,491,529)

(13,500,058)

49,328,392
(62,828,450)

12,008,529

(13,053,177)
(4,836,580)
(2,063,843)
7,430,481
(5,400,000)

29,931,648

2019

Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements
Years ended December 31, 2020 and 2019
Note 1 - Organization and Nature of Operations
The Illinois Mine Subsidence Insurance Fund (the “Fund”) was established by Illinois statute and is
governed by Article XXXVIIIA (the “Article”) of the Illinois Insurance Code. The purpose for
establishing the Fund was to create a private reinsurer that offered mine subsidence reinsurance
coverage to insurers doing business within the State of Illinois. The Fund was divided into two
separate sub-funds (the “sub-funds”) effective January 1, 1994. The Residential Sub-Fund provides
reinsurance for mine subsidence losses arising from residential and living unit coverage. The
Commercial Sub-Fund provides reinsurance for mine subsidence losses arising from commercial
coverage.
According to the Article, the assets of the Residential Sub-Fund shall not be used to reimburse
insurers for losses for commercial coverage and, likewise, the assets of the Commercial Sub-Fund
shall not be used to reimburse insurers for losses for residential or living unit coverage.
By law, all insurance companies authorized to write basic property insurance in Illinois are required
to offer mine subsidence insurance coverage. A mine subsidence loss is defined as a loss resulting
from lateral or vertical ground movement, caused by a failure at the mine level, of man-made
underground mines. Such insurance companies must further enter into reinsurance agreements
with the Fund in which each company agrees to cede 100% of residential and commercial mine
subsidence insurance to the Fund. In consideration for the ceding commission retained by such
companies, they also agree to undertake adjustment of losses, payment of premium taxes and
certain other expenses related to the sale of policies and certain aspects of the administration of the
mine subsidence program.
Under the terms of the reinsurance agreements, the sub-funds will reimburse the ceding company
for each claim, up to $750,000 per commercial building for policies issued or renewed on or after
July 1, 2011 ($350,000 prior to July 1, 2011) and up to $750,000 per residential structure for policies
issued or renewed on or after April 1, 2008 ($350,000 prior to April 1, 2008). Additionally, in
accordance with the Article, Section 806.1b of the Illinois Insurance Code, ceding insurers are not
required to pay any claim for losses resulting from mine subsidence except to the extent that the
amount available in the respective sub-fund is sufficient to reimburse the insurer.
Each ceding company is required to report the results of mine subsidence premium transactions
and remit ceded premiums to the Fund on a quarterly basis. Such reports are due no later than 45
days after the close of each calendar quarter. Each ceding company is also required to report mine
subsidence claim activity as it is reported by its policyholders.
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 2 - Summary of Significant Accounting Policies
Basis of Reporting
These statutory financial statements have been prepared in accordance with accounting practices
prescribed or permitted by the Illinois Department of Insurance (“SAP”), which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States of
America ("GAAP"). Prescribed accounting practices include a variety of publications of the National
Association of Insurance Commissioners ("NAIC"), including the NAIC Accounting Practices and
Procedure Manual, as well as state laws, regulations and general administrative rules. Permitted
statutory accounting practices encompass all accounting practices that are not prescribed; such
practices differ from state to state, may differ from company to company within a state, and may
change in the future. There are no differences with respect to the Fund's statutory financial
statements between SAP and the NAIC basis accounting practices.
The more significant variances between SAP and GAAP that affect the Fund are as follows:

a.

Investments: Investments are valued in accordance with methods prescribed by the NAIC as
set forth in Notes 2 and 3. Under SAP, bonds are generally carried at amortized cost or fair
value based on rating received from the NAIC. Under GAAP, investments in bonds, other
than those intended to be held-to-maturity, are recorded at fair value, with unrealized gains
and losses recorded as either a separate component of accumulated other comprehensive
income, net of tax (for bonds classified as "available-for-sale"), or as a direct charge to net
income (bonds classified as "trading" securities).

b.

Policy Acquisition Costs: Acquisition costs, such as commissions and other costs related to
acquiring new business, are expensed as incurred under SAP; under GAAP, those costs
related to successful contract acquisition, to the extent recoverable, are deferred and
amortized as the related premiums are earned.

c.

Deferred Income Taxes: Under SAP, the net deferred tax asset is computed for federal
income taxes only and is subject to certain admissibility limitations based on prescribed
rules. Changes in deferred taxes are reflected in surplus. Under GAAP, deferred taxes are
provided for federal and state income taxes with changes generally reflected in the
statements of income.

d.

Non-admitted Assets: Non-admitted assets are excluded through a charge against surplus
under SAP; under GAAP, non-admitted assets are reinstated to the balance sheet, net of any
valuation allowance.

e.

Comprehensive Income: Comprehensive income and its components are not presented in the
statutory financial statements, which is required under GAAP.

f.

Realized Gains or Losses: Under SAP, realized gains or losses are reported net of related
federal income taxes while, under GAAP, such gains or losses are reported gross of tax.
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 2 - Summary of Significant Accounting Policies (Continued)
Basis of Reporting (continued)
g. Statements of Cash Flows: Cash and cash equivalents in the accompanying statutory
statements of cash flows represent cash balances and investments with initial maturities of
one year or less. Under GAAP, the corresponding caption cash and cash equivalents would
include cash balances and investments with initial maturities of three months or less. Under
GAAP, presentation of a reconciliation of net income to cash from operations is required. No
such reconciliation is required under SAP.
The effects of the foregoing variances between SAP and GAAP have not been determined, but are
presumed to be material.
Accounting by the Sub-Funds
Premiums are credited and claim and claim adjustment expense is charged, net of related
subrogation, to the Residential Sub-Fund or Commercial Sub-Fund based upon the nature of the
insured property. The sub-funds’ investment balances reflect their pro rata, undivided interests in
the investment portfolio and are based on each sub-fund’s respective cumulative investing activity.
Investment income and expenses are allocated based upon the sub-fund’s respective ownership of
the investment portfolio, which is determined on a quarterly basis. Realized capital gains and losses
are allocated based upon each sub-fund’s respective share of the proceeds from the related sales.
Other underwriting expenses are allocated to each sub-fund by formula, based on written premium.
For the years ended December 31, 2020 and 2019, the allocation percentages were 77% and 23% for
the Residential Sub-Fund and Commercial Sub-Fund, respectively. The Fund’s income taxes are
allocated between the sub-funds based on their pretax income.
Premium Revenue
Insurance premiums, as reported by ceding companies, are deferred as unearned premiums and
earned on a pro rata basis over the terms of the policies. Premiums receivable relate to amounts
due from ceding companies related to premiums collected on behalf of the Fund.
Loss and Loss Adjustment Expense Reserves
The reserve for loss and loss adjustment expense is the estimated amount necessary to settle both
reported and unreported claims of reinsured losses based on (a) case basis estimates for losses
reported by third-party ceding companies, adjusted in the aggregate for ultimate loss expectations,
(b) estimates of unreported losses based upon past experience and (c) estimates of future expenses
to be incurred in the settlement of losses (see Note 5).
In establishing the liability for loss and loss adjustment expenses, the Fund performs an
independent calculation, comparing the findings to an independent consulting actuary. The choice
of reserving methodology utilized by the actuary considers the number of years of experience, and
the age of the accident year being developed. The following methods were used to evaluate ultimate
retained losses for the Fund: Incurred plus Adjusted Case Reserve Development Method, Paid Loss
Development Method, Bornhuetter-Ferguson using Earned Premiums and Adjusted Incurred Loss
Method, Bornhuetter Ferguson using Earned Premiums and Paid Loss Method, Frequency and
Severity Method, and Adjusted Frequency and Severity Method.
9

23

Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 2 - Summary of Significant Accounting Policies (Continued)
Commissions
For the years ended December 31, 2020 and 2019, third-party ceding companies retain 15% of the
Residential and 20% of the Commercial premiums remitted to the Fund as commission, respectively.
Cash and Cash Equivalents
Cash and cash equivalents consist primarily of cash on deposit in bank accounts and money market
funds. As of December 31, 2020 and 2019, qualifying money market funds are considered to be cash
equivalents. At times, cash and cash equivalents may exceed Federal Deposit Insurance Corporation
("FDIC") insurance levels or may not be covered by FDIC insurance.
Investments
Investments are carried at values prescribed by the NAIC. Bonds are carried at values based on
categories established by the NAIC that are primarily influenced by credit ratings. Bonds are carried
at amortized cost or, for lower credit ratings, at the lower of amortized cost or NAIC fair value.
Investment income consists primarily of interest and is recognized on an accrual basis. Realized
capital gains and losses, resulting from sales of investments, represent the difference between the
net proceeds and the cost or amortized cost of investments sold, determined on a specificidentification basis.
The Fund reviews its investment portfolio for factors that may indicate that a decline in the fair value
of any investment is other than temporary impairment (OTTI). These declines in fair value are
computed on a specific-identification method and are reflected in the statutory statements of
income in the period in which the decline was determined to be other than temporary. Where a
decline in value has occurred, that is, other than temporary, investments will be written down to
their estimated realizable value, generally fair value. The Fund did not record any other than
temporary write downs in investments for the years ended December 31, 2020 and 2019,
respectively.
Real Estate
Real estate represents Fund-owned and occupied office space which is depreciated on a straight-line
basis over 31.5 years, the estimated life of the property.
Subrogation
Subrogation recoverable is accrued in cases where collectability is reasonably assured and is
reported as a reduction of loss and loss adjustment expense and the related reserves. There were
no subrogation recoverables as of December 31, 2020 and 2019. Other recoveries are recognized
when received. Subrogation of $0 and $28,693 was received during 2020 and 2019, respectively.
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 2 - Summary of Significant Accounting Policies (Continued)
Pension and Other Post Retirement Plans
Any underfunded defined benefit pension and other post retirement plan amounts, are recognized
as a liability and included in accrued expenses. Benefits expected to be earned by unvested
participants are included in the calculation of net periodic pension cost and the projected benefit
obligation is used to determine the related liabilities.
Use of Estimates
The preparation of financial statements in conformity with statutory accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the
statutory financial statements and accompanying notes. The most significant estimates include
reserves for loss and loss adjustment expense. Actual results could differ from those estimates.
Risks and Uncertainties
The Company invests in various investment securities. Investment securities are exposed to various
risks such as interest rate, market, liquidity, and credit risk. Due to the level of risk associated with
certain investment securities, it is at least reasonably possible that changes in the values of
investment securities may occur in the near term and those changes could materially affect the
amounts reported on the statutory balance sheets.
COVID-19 Risks and Uncertainties
In March 2020, the World Health Organization declared a pandemic related to the rapidly spreading
coronavirus (COVID-19) outbreak, which has led to a global health emergency. The COVID-19
pandemic has negatively impacted the U.S. and global economy, however, governmental authorities
have taken significant measures to provide economic assistance to individual households and
businesses, stabilize the markets, and support economic growth. The success of these measures is
unknown, and they may not be sufficient to fully mitigate the negative impact of the pandemic. The
Fund’s operational and financial performance will depend on certain developments, including the
duration and spread of the outbreak and its impact on the Fund and its policyholders, employees
and vendors. As such, COVID-19 could have a material adverse effect on the Fund’s financial position
in the future including impact on future premiums and/or fair value of the Fund's investments
and/or loss reserves. Although certain estimated impacts are considered within the financial results
as of December 31, 2020, the ultimate duration and impact of the COVID-19 outbreak on the Fund’s
financial position cannot be reasonably estimated at this time.
Subsequent Events
The Fund evaluated subsequent events for recognition and disclosure through May 26, 2021, the
date the statutory financial statements were available to be issued, and has not noted any events or
transcations requiring recognition or disclosure.
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 3 - Investments
The Residential and Commercial Sub-Funds have undivided interests in the investment portfolio of
approximately 71% and 29% and 72% and 28%, respectively, as of December 31, 2020 and 2019. The
amortized cost, gross unrealized gains and losses and fair value of investments in debt securities are
as follows:
Amortized
Cost

At December 31, 2020
Government and government
agency bonds
Corporate bonds
State and municipal bonds
Asset-backed bonds
Mortgage-backed bonds
Total debt securities

$

996,795 $
28,318 $
94,034,065
12,024,636
73,018,590
5,288,488
12,342,539
225,590
67,153,687
2,642,919
$ 247,545,676 $ 20,209,951 $
Amortized
Cost

At December 31, 2019
Government and government
agency bonds
Corporate bonds
State and municipal bonds
Asset-backed bonds
Mortgage-backed bonds
Total debt securities

Gross Unrealized
Gains
Losses

- $ 1,025,113
(3,385)
106,055,316
78,307,078
(9,270)
12,558,859
(41,732)
69,754,874
(54,387) $ 267,701,240

Gross Unrealized
Gains
Losses

$

2,733,689 $
47,149 $
93,192,344
5,268,510
76,938,083
4,048,554
8,963,747
60,946
59,909,829
1,424,049
$ 241,737,692 $ 10,849,208 $
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Fair
Value

Fair
Value

(2,110) $ 2,778,728
(49,224)
98,411,630
(51,401)
80,935,236
(18,173)
9,006,520
(66,956)
61,266,922
(187,864) $ 252,399,036

27

At December 31, 2019
Debt securities:
Government and government agency
bonds
Corporate bonds
State and municipal bonds
Asset-backed bonds
Mortgage-backed bonds
Total debt securities

At December 31, 2020
Debt securities:
Corporate bonds
Asset-backed bonds
Mortgage-backed bonds
Total debt securities
(3,385) $
(9,270)
(20,191)
(32,846) $

13

- $
(38,876)
(51,401)
(18,034)
(4,269)
(112,580) $

Less Than 12 Months
Gross
Unrealized
Fair
Losses
Value

245,654 $
253,412
6,189,853
6,688,919 $

- $
4,955,547
6,526,579
2,571,932
3,885,132
$ 17,939,190 $

$

$

$

Less Than 12 Months
Gross
Unrealized
Fair
Losses
Value

- $
(21,541)
(21,541) $

497,852 $
392,883
249,325
3,812,803
4,952,863 $

Fair
Value

(2,110)
(49,224)
(51,401)
(18,173)
(66,956)
(187,864)

Gross
Unrealized
Losses

Total

(3,385)
(9,270)
(41,732)
(54,387)

Gross
Unrealized
Losses

245,654 $
253,412
6,352,648
6,851,714 $

Fair
Value

Total

(2,110) $
497,852 $
(10,348)
5,348,430
6,526,579
(139)
2,821,257
(62,687)
7,697,935
(75,284) $ 22,892,053 $

12 Months or Longer
Gross
Unrealized
Fair
Losses
Value

- $
162,795
162,795 $

12 Months or Longer
Gross
Unrealized
Fair
Losses
Value

The following table shows the fair value and gross unrealized losses aggregated by investment category and length of time securities have
been in a continuous unrealized loss position, as of December 31, 2020 and 2019:

Note 3 - Investments (Continued)
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 3 - Investments (Continued)
The Fund's bond portfolio is sensitive to interest rate fluctuations, which impact the fair value of
individual securities. Virtually all unrealized losses on bonds were caused by certain securities with
stated interest rates currently below market rates. The Fund does not believe the unrealized losses
represent an other-than-temporary impairment as of December 31, 2020 or 2019, and has the
intent and ability to hold until maturity or recovery.
The summary of the amortized cost and fair value of the Fund's investment in fixed-maturity
securities at December 31, 2020 by contractual maturity, is shown below:
Amortized
Cost
Years to maturity
One or less
After one through five
After five through ten
After ten
Mortgage and asset-backed securities
Total securities

Fair
Value

$

5,324,578 $ 5,401,320
49,979,676
53,573,853
69,633,579
77,516,770
43,111,617
48,895,564
79,496,226
82,313,733
$ 247,545,676 $ 267,701,240

Actual maturities may differ from those scheduled as a result of prepayments by the issuers.
The proceeds from sales, calls and maturities of investments in debt securities and the related gross
realized gains (losses), including OTTI, on those sales as of December 31 are as follows:
2020

2019

Proceeds from sales, calls and maturities $ 49,716,790 $ 49,328,392
Gross realized gains on sales
Gross realized losses on sales
Net realized gains on sales
Income tax
Net realized gains on sales

$

$

401,554 $
(47,949)
353,605
(74,257)
279,348 $

393,536
(103,070)
290,466
(60,998)
229,468

The Fund had seventeen bonds sold, disposed, or redeemed in 2020 as a result of a callable feature.
Investment income of $82,618 was recorded as a result of prepayment penalties and acceleration
fees at December 31, 2020. The Fund had thirteen bonds sold, disposed, or redeemed in 2019 as a
result of a callable feature. Investment income of $1,181 was recorded as a result of prepayment
penalties and acceleration fees at December 31, 2019.
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 3 - Investments (Continued)
Net interest income is composed of the following for the years ended December 31:

Interest Income
Government and government agency bonds
Corporate bonds
State and municipal bonds
Asset-backed bonds
Mortgage-backed bonds
Total interest income
Expenses
Investment expenses incurred
Net interest income

$

$

2020

2019

38,107 $
3,427,269
2,326,307
257,270
1,531,618
7,580,571

225,874
3,149,008
2,438,298
164,193
1,618,862
7,596,235

(348,423)
7,232,148 $

(434,833)
7,161,402

Note 4 - Fair Value of Financial Instruments
The Fund follows a three-level hierarchy for fair value measurements that distinguishes between
market participant assumptions developed based on market data obtained from sources
independent of the reporting entity (“observable inputs”) and the reporting entity’s own
assumptions developed based on the best information available in the circumstances
(“unobservable inputs”). The hierarchy level assigned to financial instruments recorded at fair value
is based on the Fund’s assessment of the transparency and reliability of the inputs used in the
valuation of such instrument at the measurement date. The three hierarchy levels are defined as
follows:
Level 1 – Valuations based on unadjusted quoted market prices in active markets for identical
securities that the Fund has the ability to access.
Level 2 – Valuations based on observable inputs (other than Level 1 prices), such as quoted prices
for similar assets at the measurement date; quoted prices in markets that are not active; or other
inputs that are observable, either directly or indirectly.
Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value
measurement and involve management judgment.
If the inputs used to measure fair value fall in different levels of the fair value hierarchy, the
instrument is placed in the hierarchy level based upon the lowest level of input that is significant to
the fair value measurement. Fair value estimates are made at a specific point in time based on
relevant market information about the financial instrument. These estimates are subjective in
nature and involve uncertainties and matters of significant judgment and, therefore, cannot be
determined with precision. Changes in assumptions could significantly affect the estimates.
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 4 - Fair Value of Financial Instruments (Continued)
Financial Assets Measured at Fair Value
The tables below present the Fund’s investments aggregated by the level in the fair value hierarchy
within which those measurements fall.
As of December 31, 2020
Description
Government and
government agency bonds
Corporate bonds
State and municipal bonds
Asset-backed bonds
Mortgage-backed bonds
Total
As of December 31, 2019
Description
Government and
government agency bonds
Corporate bonds
State and municipal bonds
Asset-backed bonds
Mortgage-backed bonds
Total

Level 1
$

-

$

Level 1
$

$

Level 2

Level 3

$ 1,025,113 $
106,055,316
78,307,078
12,558,859
69,754,874
$267,701,240 $

Level 2

2,007,070 $
771,658 $
98,411,630
80,935,236
9,006,520
61,266,922
2,007,070 $250,391,966 $

Total Fair
Value
-

$ 1,025,113 $
996,795
106,055,316
94,034,065
78,307,078
73,018,590
12,558,859
12,342,539
69,754,874
67,153,687
$267,701,240 $247,545,676
Total Fair
Value

Level 3
-

Admitted
Asset Value

Admitted
Asset Value

$

2,778,728 $ 2,733,689
98,411,630
93,192,344
80,935,236
76,938,083
9,006,520
8,963,747
61,266,922
59,909,829
$252,399,036 $241,737,692

Bonds
The fair values for bonds are based on NAIC-prescribed market values, where available, or quoted
market values. For bonds not actively traded, fair values are estimated using values obtained from
independent pricing services that specialize in matrix pricing and modeling techniques for
estimating fair values or internal pricing software generally based on market-observable inputs.
Note 5 - Reserve for Loss and Loss Adjustment Expense
As described in Note 2, management establishes reserves for loss and loss adjustment expense
(LAE) on reported and unreported claims for reinsured losses. The establishment of appropriate
reserves is an inherently uncertain process. Furthermore, estimation of the ultimate reserve level is
difficult due to the lack of industry and Fund historical claim data as a result of the relatively small
mine subsidence claim population. Estimation is further complicated by the extended periods of
time between the date the loss occurs and the date the loss is reported to the third-party ceding
company and ultimately settled. Loss reporting to the Fund may be further delayed because the
Fund must rely on the third-party ceding companies to report losses. Reserve estimates are
regularly reviewed and updated using the most current information available. Any resulting
adjustments, which may be material, are reflected in current operations.
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Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 5 - Reserve for Loss and Loss Adjustment Expense (Continued)
Activity in the reserve for loss and LAE is summarized as follows:

Reserves, at January 1
Add:
Provision for insured events of
current year
Decrease in provision
attributable to prior year
events
Total incurred during the year

Residential Sub-Fund
Commercial Sub-Fund
2020
2019
2020
2019
$ 71,471,359 $ 72,912,403 $ 17,866,939 $ 18,527,376

Deduct loss and LAE payments
for claims, occurring during:
Current year
Prior years
Total paid during the year
Reserves, at December 31

14,368,708

15,139,652

3,187,817

3,870,523

(7,817,071)

(4,784,233)

(1,993,978)

(3,274,246)

6,551,637

10,355,419

1,193,839

596,277

477,763
13,651,836
14,129,599

1,314,872
10,481,591
11,796,463

84,359
990,435
1,074,794

63,960
1,192,754
1,256,714

$ 63,893,397 $ 71,471,359 $ 17,985,984 $ 17,866,939

During 2020 and 2019, the Fund experienced favorable loss development for both the residential
and commercial sub-funds. The changes are primarily the result of favorable development on the
2018 - 2019 accident years in 2020 and on the 2017 - 2018 accident years in 2019.
Reconciliation of incurred loss and LAE:

Amount included in above table

Residential Sub-Fund
Commercial Sub-Fund
2019
2020
2019
2020
$ 6,551,637 $ 10,355,419 $ 1,193,839 $
596,277

Expense items classified as LAE
that do not affect reserves
Total

$

15,351
19,318
6,566,988 $ 10,374,737 $

4,628
1,198,467 $

4,074
600,351

Management believes that the reserves for loss and LAE at December 31, 2020 and 2019 are
appropriately established in the aggregate and adequate to cover the ultimate net cost of reported
and unreported claims arising from losses which had occurred by that date. However, the
estimation process is inherently uncertain and actual amounts could vary significantly from
amounts estimated.
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Notes to Statutory Financial Statements (Continued)
Note 6 - Other Underwriting Expenses
The Residential and Commercial Sub-Funds' other underwriting expenses were allocated 77% and
23% during 2020 and 2019, respectively. Other underwriting expenses consist of the following items:

Salaries
Employee relations and benefits
Professional fees
Directors' fees
Rent, including allocated building overhead
Insurance
Research
Travel and meetings
Public awareness and relations
Purchase of equipment - net of disposals
Dues and memberships
Other
Total

$

$

2020
819,507 $
436,498
287,508
112,600
158,159
93,213
67,351
19,618
16,374
41,721
27,294
47,987
2,127,830 $

2019
774,417
385,272
288,828
134,200
115,099
101,771
65,353
77,713
9,580
4,274
23,251
42,700
2,022,458

Note 7 - Federal Income Taxes
The provision for Federal income taxes consists of the following components:

Federal income tax expense
Realized capital gains tax
Total federal income tax expense

$
$

2020
4,028,256 $
74,257
4,102,513 $

2019
3,334,165
60,998
3,395,163

The provision for federal income taxes incurred is different from that which would be obtained by
applying the Federal income tax rate to statutory income before income taxes primarily as a result
of the tax-exempt interest deduction.
Deferred federal income taxes arise from temporary differences between the valuation of assets
and liabilities as determined for financial reporting purposes and federal income tax purposes. The
Fund's temporary differences are measured at an effective tax rate of 21% as of December 31, 2020
and 2019. The amount of gross deferred tax asset calculated is then reduced for any valuation
allowance and an admissibility test. In accordance with SSAP 101, the admissibility test is based on
the realization threshold table and other limitations. The Fund also admitted deferred tax assets
that can be used to offset against deferred tax liabilities.
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Notes to Statutory Financial Statements (Continued)
Note 7 - Federal Income Taxes (Continued)
The tax effects of temporary differences that give rise to significant portions of the deferred tax
assets and deferred tax liabilities as of December 31 are as follows:

Deferred tax assets:
Discounting of unpaid losses and LAE
Unearned premiums
Non-admitted assets
Total deferred tax assets
Nonadmitted deferred tax assets
Net admitted deferred tax asset

$

Deferred tax liabilities:
Legislative change in loss discounting
Total deferred tax liabilities
Net deferred tax asset

$

2020

2019

1,087,275 $
669,113
33,694
1,790,082
(501,825)
1,288,257

1,162,748
646,509
20,618
1,829,875
(695,483)
1,134,392

181,456
181,456
1,106,801 $

217,747
217,747
916,645

The change in net deferred income taxes, before consideration of the change in nonadmitted
deferred tax assets, is comprised of the following at December 31:
Total deferred tax assets (DTAs)
Total deferred tax liabilities (DTLs)
Net deferred tax asset
Tax effect of change in unrealized capital
gains
Change in net deferred income tax

2020
1,790,082 $
(181,456)
1,608,626 $

$
$

2019
1,829,875 $
(217,747)
1,612,128 $

Change
(39,793)
36,291
(3,502)

$

(3,502)

The amounts of each component pursuant to SSAP 101 paragraph 11 by tax character are as
follows:
December 31, 2020
Ordinary
Capital
$
1,035,250 $
- $

Can be recovered through loss carrybacks (a)
Lesser of:
Adjusted gross DTA expected to be recognized
following the balance sheet date (b.i)
Adjusted gross DTA allowed per limitation
threshold (b.ii)
Adjusted gross DTAs offset against existing DTLs
(c)
DTAs admitted as a result of the application of
SSAP 101 (a+b.i+c)
$
19
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Total
1,035,250

182,187

-

182,187

-

-

22,747,318

70,820

-

70,820

1,288,257 $

- $

1,288,257

Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 7 - Federal Income Taxes (Continued)
December 31, 2019
Ordinary
Capital
$
899,182 $
- $

Can be recovered through loss carrybacks (a)
Lesser of:
Adjusted gross DTA expected to be recognized
following the balance sheet date (b.i)
Adjusted gross DTA allowed per limitation
threshold (b.ii)
Adjusted gross DTAs offset against existing DTLs
(c)
DTAs admitted as a result of the application of
SSAP 101 (a+b.i+c)
$

Total
899,182

126,337

-

126,337

-

-

21,317,597

108,873

-

108,873

1,134,392 $

- $

1,134,392

The ratio and amount of adjusted capital and surplus used to determine the recovery period and
threshold limitation as of December 31 are as follows:
2019

2020
Ratio % used to determine recovery period and
threshold limitation amount
Realization threshold limitation
Amount of adjusted capital and surplus used to
determine recovery period and threshold
limitation amount

2%
15 %

1%
15 %

$ 159,080,081 $ 142,117,312

The Fund's tax-planning strategies did not include the use of reinsurance-related tax planning
strategies.
At December 31, 2020, the Fund did not have any unused operating loss carryforwards available to
offset against future taxable income.
The following are federal income taxes incurred in the current and prior year that may be available
for recovery in the event of future net operating losses.
2020
2019

$
$

4,102,513
3,395,163

The Fund's federal income tax return is not consolidated with any entities for the years ended
December 31, 2020 and 2019.
The Fund has no tax loss contingencies for which it is reasonably possible that the total liability will
significantly increase within twelve months of the reporting date.
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Notes to Statutory Financial Statements (Continued)
Note 8 - Commitments
The Fund leases office space through December 31, 2025 with the following minimum lease
payment:
Year Ending December 31
2021
2022
2023
2024
2025
Total

$

$

Amount
90,167
92,421
94,731
97,100
99,527
473,946

Note 9 - Pension and Other Postretirement Plans
The Fund participates, along with other employers, in a defined benefit pension plan that is
administered by an unaffiliated third party. The Fund's Board of Directors approved the closing of
the defined benefit pension plan to new employees hired after June 30, 2012. All active full-time
employees hired prior to July 1, 2012 are eligible for this plan. Coverage under this plan begins at the
date of retirement, and normal retirement age is 65. Benefits under the plan are based primarily on
years of service and employee compensation near retirement. The pension plan is funded per the
1974 Employee Retirement Income Security Act.
The Fund also provides certain life insurance and health care benefits for eligible retired employees.
Coverage begins at the date of retirement with a normal retirement age of 65. Early retirement is
allowed at ages 55 through 64 with at least 14 years and 1 day of service.
Life insurance amounts are based upon 200% of the basic annual earnings immediately prior to
retirement. At age 65, life insurance benefits are reduced to $5,000.
Eligible retirees are also provided access to a Health Reimbursement Arrangement (HRA) account.
The Fund contributes to the account in annually agreed upon lump sum amounts for retiree and
eligible spouse.
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Note 9 - Pension and Other Postretirement Plans (Continued)
A summary of assets, obligations and assumptions of the Pension, Post Employment and Other
Postretirement Benefit Plans as of December 31 are as follows:

Change in benefit obligations:
Benefit obligation, beginning of year
Service cost
Interest cost
Actuarial loss
Benefits paid
Benefit obligation, end of year
Change in plan assets:
Fair value of plan assets, beginning
of year
Actual return on plan assets
Employer contributions
Benefits paid
Fair value of plan assets, end of year
Funded Status: Underfunded
Liabilities recognized
Liability for pension benefits
Total liabilities recognized
Components of net periodic
benefit cost:
Service cost
Interest cost
Expected return on plan assets
Net prior service cost amortization
Amount of loss recognized
Net periodic benefit cost

Pension Benefits
2020
2019

Other Benefits
2020
2019

$

9,535,954 $
164,525
296,138
993,008
(248,355)
$ 10,741,270 $

7,928,006 $
127,723
322,267
1,408,428
(250,470)
9,535,954 $

1,903,430 $
25,992
54,860
54,593
(63,464)
1,975,411 $

1,649,919
18,034
65,949
249,597
(80,069)
1,903,430

$

7,483,208 $
1,688,549
297,744
(250,470)
9,219,031 $

- $
63,464
(63,464)
- $

80,069
(80,069)
-

9,219,031 $
1,249,361
(248,355)
$ 10,220,037 $

$
$

(521,233) $
(521,233) $

(316,923) $ (1,975,411) $ (1,903,430)
(316,923) $ (1,975,411) $ (1,903,430)

$

164,525 $
296,138
(498,573)
24,343
194,505
180,938 $

127,723 $
322,267
(411,336)
24,343
204,775
267,772 $

$
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25,992 $
54,860
43,543
124,395 $

18,034
65,949
31,091
115,074

Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 9 - Pension and Other Postretirement Plans (Continued)
Pension Benefits
2020
2019

Other Benefits
2020
2019

Changes in amounts recognized in
accumulated surplus:
Beginning unrecognized balances
$
Net prior service cost recognized
Net loss recognized
New actuarial losses occurring
Ending unrecognized balances
$

2,042,763 $
(24,343)
(194,505)
242,220
2,066,135 $

2,140,666 $
(24,343)
(204,775)
131,215
2,042,763 $

663,443 $
(43,543)
54,593
674,493 $

444,937
(31,091)
249,597
663,443

Amounts in accumulated surplus
that have not yet been recognized
as components of net periodic
benefit cost:
Net prior service cost
$
Net recognized losses
Total
$

26,049 $
2,040,086
2,066,135 $

50,392 $
1,992,371
2,042,763 $

- $
674,493
674,493 $

663,443
663,443

24,343 $
178,000
202,343 $

24,343 $
179,000
203,343 $

- $
54,000
54,000 $

51,000
51,000

Amounts in accumulated surplus
expected to be recognized in the
next year:
Net prior service cost
Net recognized losses
Total

$
$

The assumptions used to determine the actuarial present value of the projected benefit obligations
as of December 31 were as follows:

Discount rate
Average rate of compensation
increase

Pension Benefits
2020
2019
2.40 %
3.15 %
4.00 %
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4.00 %

Other Benefits
2020
2019
2.35 %
3.10 %
4.00 %

4.00 %

Illinois Mine Subsidence Insurance Fund
Notes to Statutory Financial Statements (Continued)
Note 9 - Pension and Other Postretirement Plans (Continued)
The assumptions used to determine the net benefit cost as of December 31 were as follows:

Discount rate
Average rate of compensation
increase
Expected long-term rate of return
on plan assets

Pension Benefits
2020
2019
3.15 %
4.20 %

Other Benefits
2020
2019
3.10 %
4.10 %

4.00 %

4.00 %

4.00 %

4.00 %

5.50 %

5.50 %

N/A*

N/A*

*There is no expected long-term rate of return since there are no invested assets in the plan.
Pension plan assets are invested in trusts comprised primarily of investments in various debt and
equity funds. A fiduciary committee of the Plan establishes the target asset mix and monitors asset
performance. The expected rate of return on assets includes the determination of a real rate of
return for equity and fixed income investment applied to the portfolio based on their relative
weighting, increased by an underlying inflation rate. The Fund’s pension plan weighted average
asset allocations by asset category are as follows:

Asset Category
Equity securities
Debt securities
Other
Total

Target
2020
40.0 %
60.0
0.0
100.0 %

Allocation
December 31
2020
2019
43.4 %
50.6
6.0
100.0 %

43.0 %
50.6
6.4
100.0 %

Following is a description of the valuation methodologies used for pension assets measured at fair
value:
x

Equity securities: Equity securities consist of various managed funds that invest primarily in
common stocks. These securities are valued at the net asset value of shares held by the plan at
year-end. The net asset value is calculated based on the underlying shares and investments
held by the funds.

x

Debt securities: Debt securities consist of fixed income funds that invest primarily in debt
securities. These securities are valued at the net asset value of shares held by the plan at yearend. The net asset value is calculated based on the underlying shares and investments held
by the funds.

x

Other: Other consists of investments in cash and cash equivalents, limited partnerships,
pooled separate accounts and common collective trusts. Cash and cash equivalents are stated
at cost, which approximates fair value.
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Note 9 - Pension and Other Postretirement Plans (Continued)
The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Plan believes that its
valuation methods are appropriate and consistent with those of other market participants, the use
of different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.
The levels assigned to the pension plan assets as of December 31, 2020 and 2019, respectively, are
summarized in the tables below:

2020
Equity securities
Debt securities
Other
Total

2019
Equity securities
Debt securities
Other
Private equity
partnerships
Total

$

$

$

$

Level 1

Level 2

Level 3

Total

3,326,885 $
3,326,885 $

1,109,073 $
5,172,317
611,762
6,893,152 $

Level 1

Level 2

2,943,293 $
-

1,023,061 $
4,663,136
588,559

-

2,943,293 $

6,274,756 $

982
982

-

% of Total

$

4,435,958
5,172,317
611,762
$ 10,220,037

Level 3

Total
$

$

43.4 %
50.6 %
6.0 %
100.0 %
% of Total

3,966,354
4,663,136
588,559

43.0 %
50.6 %
6.3 %

982
9,219,031

0.1 %
100.0 %

The following benefit payments, which reflect expected future service as appropriate, are
expected to be paid:
Pension
Other
Benefits
Benefits
2021
$
336,632 $
90,528
2022
371,211
103,393
2023
396,136
100,393
2024
437,976
102,077
2025
477,129
102,767
2026-2030
2,687,619
526,315
Total
$ 4,706,703 $ 1,025,473
In 2021, the Fund expects to contribute $0 to the pension plan and $90,528 to the other
postretirement plan.
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Note 10 - Non-admitted assets
Components of non-admitted assets as of December 31, were as follows:
2020
Prepaid expenses
Deferred tax asset: non-admitted
Total

$
$

2019

52,196 $
501,825
554,021 $

26
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84,093 $
695,483
779,576 $

Change
(31,897)
(193,658)
(225,555)
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