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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:

•  providing reinsurance to insurance companies for damage  

caused by mine subsidence,

•  conducting geotechnical investigations to determine if mine 

subsidence caused the damage,

•  supporting and sponsoring mine subsidence related research  

and initiatives consistent with the public interest, and

•  educating the public and the industry about mine subsidence  

and related issues.
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Metaphorically speaking, it feels like the late winter 

season at the Illinois Mine Subsidence Insurance 

Fund. 2022 was a year of investigating and exploring 

to firm up our vision for the spring that we sense is 

coming. We have pursued and followed new insight, 

we have conscientiously resisted doing what has 

always been done, and we have begun making 

space for exciting innovation and change.

We earnestly incorporated the active process of 

future state visioning with our entire team as we 

created a specific plan to achieve the most desired 

state of our organization. Built around our core 

values, this future state vision is meant to guide 

our direction, enable tough decisions, and progress 

and grow our mission.

We were inspired by this quote:

“Visioning is more than painting an idealistic 

picture of the future — it is a process of evaluating 

present conditions, identifying problem areas, and 

bringing about an (organizational) wide consensus 

on how to overcome existing problems and 

manage change. 

By learning about its strengths and weaknesses, 

an (organization) can decide what it wants to be, 

and then develop a plan that will guide decisions 

towards that vision… Having a shared vision allows 

an (organization) to focus its diverse energies and 

avoid conflicts in the present as well as the future.” 

— Alan Sandler

Quite literally our corporate vision or view will be 

changing in less than two years as we relocate our 

corporate office from an urban tower in Chicago to a 

serene village in Southern Illinois with a population of 

under 5,000 people, founded in 1849 by the Illinois 

Coal Company, and named after Zadok Casey, 

a former US Representative and Lieutenant 

Governor of Illinois.

Letter from the Chairman of the Board 

and the President and CEO

Richard A. Sauget, Jr.,  

Chairman of the Board
Heidi M. Weber,  

President and CEO

We have begun planning for the 2023 construction 

of a 6700 sq. ft. office building that will house our 

entire team under one roof and give us a permanent 

local presence in the area where mine subsidence 

is most prevalent. Along with being a cost-effective 

solution it will also provide a greater ability to 

provide education to and better interact with our 

stakeholders.

We re-envisioned and assembled a Geotechnical 

Advisory Committee in 2022 that we believe will be 

instrumental in advancing our expertise, knowledge, 

and reputation for many years to come. This is an 

active attempt to welcome constructive feedback 

and to enhance the quality of our investigations and 

processes. Our geotechnical investigation team is 

committed to a thorough, consistent, transparent, 

and unbiased examination every time.

There are several areas where we cleared the way 

toward innovation and modernization during 2022. 

We identified a web developer to redesign our 

website which will add an insurance industry partner 

portal for better communication and automated 

file transfer capability. We identified a technology 

partner to perform a system evaluation which will 

result in an overhaul and rewrite of our Enterprise 
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After persevering through the proverbial winter and 

heavily investing in this visioning process, the Fund 

is poised for springtime. The pursuits planned for 

the next several years, we believe, will reposition 

us to operate in that future state vision where 

we blossom and grow while we firmly adhere to 

our stated mission of being a successful “private 

solution to a public problem”.

In the words of William Jennings Bryan, “Destiny 

is not a matter of chance, but of choice. Not 

something to wish for, but to attain.”

We predict a bright and productive future for the 

Illinois Mine Subsidence Insurance Fund. One that 

comes by choice, not chance.
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Resource Planning system that will combine our ad 

hoc systems, allow for flexibility and growth, and 

provide business technology tools for management 

monitoring in real time. Finally, we were able to begin 

the activation and testing of our in-house InSAR 

technology which involves a cutting-edge technique 

for measuring earth movement using available 

satellite data. This process is expected to greatly 

enhance and supplement our future investigations.

We recently added the position of Geospatial 

Analyst to our team which opens up the entire realm 

of Geographic Information Systems (GIS) to our 

repertoire. GIS are computer-based tools used to 

store, visualize, analyze, and interpret geographic data. 

We envision an entire network of information-sharing 

with our geotechnical partners and colleagues and 

visualize together, finding ways to deliver important 

information to consumers and stakeholders. 

Our guiding vision for the Fund’s success has 

always been and will continue to be the ongoing 

identification, hiring, and retaining of excellent 

people. Without a committed and engaged team, 

we’re convinced our organization would look a lot 

different very quickly. This means that we must 

be attuned to what’s changing in the labor market 

and we must be willing to adapt our culture and 

workplace environment as the shifts occur.

Richard A. Sauget, Jr.,  

Chairman of the Board

Heidi M. Weber,  

President and CEO

Letter from the Chairman of the Board 

and the President and CEO (continued)
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Mine Subsidence: A Unique Peril

Mine subsidence is a peril like no other. Unlike fire, 

flood or earthquake, where damage occurs within 

a matter of hours, damages may develop gradually 

over time - months, years, sometimes decades. 

The Illinois Insurance Statute defines mine 

subsidence as:

“lateral or vertical ground movement caused by 

a failure initiated at the mine level, of manmade 

underground mines, including but not limited to 

coal mines, clay mines, limestone mines and 

fluorspar mines that directly damages residences 

or commercial buildings.”

To fully understand how mine subsidence develops, 

it is helpful to know about the history of mining 

in Illinois, which dates back nearly 200 years and 

occurred in at least 72 counties. The mining method 

most commonly used in early coal mining was the 

Room and Pillar method, which created rooms in 

a checkerboard or grid pattern, leaving pillars of 

unmined coal to support the mine roof. Over time, 

the pillars decay and deteriorate, causing collapse 

within the mine and potential damage to structures 

in close proximity at the ground level.

Most experts agree that all room and pillar mines 

will eventually experience some degree of collapse, 

but there is presently no way to predict when or 

where mine subsidence will occur, since there are 

many variables that contribute to collapse, such as 

size, depth and age of the mine, as well as soil and 

weather conditions. 

According to Illinois State Geological Survey (ISGS) 

estimates, there are over 201,000 acres of residential 

and other developed land areas in close proximity 

to underground mines, having potential exposure 

to mine subsidence. With funding from the Illinois 

Mine Subsidence Insurance Fund (IMSIF), identifying 

potential mine subsidence risk has been made easier 

with the development of the IL Mines Coal Viewer, a 

tool developed by the ISGS which overlays a specific 

property address onto a map displaying locations 

of known underground mines. The tool can be 

accessed from both the ISGS and IMSIF websites. 

Room and Pillar Mining

Exposure in St Clair County 
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Any condition within the home affected by mine 

subsidence that presents a hazard should always  

be immediately addressed and repaired, but 

permanent repairs should not be made until the 

damaging ground movement ceases. Although  

this can be a frustrating and stressful situation  

for homeowners because of the long duration  

of the claim, there is simply no way to speed  

up the natural process of decay and collapse  

within the mine.

Another factor that makes mine subsidence unique 

is that other causes, such as ground soil freezing 

and thawing may mimic the same types of damage 

that occur from mine subsidence. Typical mine 

subsidence damage may include a cracked or broken 

foundation; cracks in the basement walls, driveway 

or garage floor; doors or windows that stick, jam, or 

break; popping and snapping noises as the house 

shifts; walls or floors that appear unlevel or tilted; 

doors or cabinets that swing open or closed; and in 

extreme cases, ruptured gas or water lines.

Only a thorough investigation over time by a 

geotechnical mine subsidence specialist can determine 

if mine subsidence is the cause of damage. The Fund 

is not equipped nor responsible for determining the 

cause of any damage unrelated to mine subsidence.

Mine subsidence presents a unique challenge for 

the Fund in that most Insurers have diversity of risks 

to offset losses. Since the Fund remains committed 

through research funding to helping property owners 

determine if their property is at risk for mine subsidence 

damage, it stands to reason that only those with possible 

risk will purchase the coverage. Also, as a single peril 

reinsurer with very limited geographic spread of risk, the 

Fund does not have the diversification of business that 

allows most reinsurance companies to overcome an 

unexpected catastrophic event. Finally, although mine  

subsidence is somewhat low frequency, it produces 

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. 

Mine Subsidence: A Unique Peril (continued)

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.

1.  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.

2.  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.

  Sag subsidence   Pit subsidence
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The Application of Core Values

Financial Stability

… by responsibly and rationally maintaining sufficient 

surplus and embracing financial discipline.

The Fund’s primary responsibility to stakeholders is to 

remain viable, and to continue operation independently 

without financial assistance from either the public (state 

government) or private (insurance industry) sectors. 

Surplus is 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.

Reputation

…by conducting business in a professional, honest, 

and ethical manner, inspiring trust and caring about 

people.

An upright business reputation is the foundation 

for fostering trust. It defines an organization’s likely 

behavior and ability to render quality performance. 

The Fund’s reputation has been built on the vision of 

a dedicated Board of Directors, sound management 

and a “Do the Right Thing” philosophy based on its 

Mission and statutory responsibilities.

Service 

…by being responsive and communicative, educating 

and informing stakeholders, and supporting research.

Nothing demonstrates the level of service more 

than the highly regarded team of geotechnical 

professionals that the Fund has assembled to 

investigate mine subsidence claims. Aside from 

the thorough investigative work, the team is diligent 

about explaining the findings and addressing 

claimants’ questions.

On a larger scale, service is also evidenced by the 

Fund’s commitment to research and education, which 

go hand in hand. To date, the Fund has disbursed more 

than $2 million for research funding. As new technology 

or information is obtained through research projects 

sponsored by the Fund, exhaustive efforts are made 

to educate both property owners and industry related 

professionals of the findings. Specific examples are 

cited in the IMSIF Historical Record (Research and 

Education chapter), which can be accessed from  

the IMSIF website at www.imsif.com.

Relationships

…by being transparent and respectful, valuing 

diversity, embracing collaboration, and attracting 

and keeping quality people.

Effective business relationships have the 

capability of growing an organization’s reach and 

impact, and are reflective of the character of the 

organization. The Fund has a long history of strong 

and cooperative relationships within the industry, 

including the Illinois Department of Insurance, 

Illinois State Geological Survey, Illinois Department 

of Natural Resources, Insurance and Realtor 

Trade Associations, and the more than 600 Illinois 

insurance companies for which they currently provide 

reinsurance coverage. The Fund works hard to 

nurture those relationships through mutual respect 

and cooperation, and extends the importance of 

healthy relationships within the company as well. It 

is no coincidence that the average length of service 

among IMSIF employees to date is over 20 years.

The importance of applying a set of core values to a corporate philosophy and mission is evidenced by the 

company culture it creates, and the accountability it establishes. Shared core values bring strength to an 

organization through alignment, serve as a guide for actions, and define its brand. They serve as a legacy to 

those who laid the foundation of the Fund, a reminder to those now representing the Fund, and a blueprint  

for future hires.

Below are the four essential core values that drive both day-to-day operations and decision making within  

the Fund:
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Governance

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 director 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 their 

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 team.

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 endeavors 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, as well as coal  

or mining, insurance brokerage, and actuarial  

and legal industries.

The Illinois Mine Subsidence Insurance Fund (the Fund or IMSIF) is managed by an 11-member Board of 

Directors, as outlined in the Mine Subsidence Act. The mandate requires that six are insurance industry 

elected directors, four are appointed public directors, and one is an appointed licensed insurance producer.

Directors serve 3 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. 
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IMSIF Board of Directors

Richard A. Sauget, Jr.,

Chairman

Mayor
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Director since 2019

Kenneth DeVries

Chief Accounting Officer

HUB International, LTD.

Director since 2015

Dorothy Even

Retired Executive

Insurance Investments

Director since 2010

Robert D. Gibson

Retired Geologist
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IMSIF is fortunate to have a dedicated and engaged Board of Directors. Below are photos from the  

2022 Off-Site Board meeting held downstate in Jackson County. It included a scheduled Board meeting 

along with a tour of a claimant’s mine subsidence damaged home, pool, and horse barn, and an onsite 

joint presentation from the Illinois Department of Natural Resources Abandoned Mined Lands 

Reclamation Division and the U.S. Department of the Interior Office of Surface Mining Reclamation  

and Enforcement Division.

2022 Off-Site Board of Directors Meeting

2022 Off-Site Board of Directors meeting with Directors, IMSIF 

Management, and IMSIF Geotechnical Investigation team.

Robert Gibson, a newer member of 

the Board and esteemed geologist 

and mine subsidence expert, shares 

his expertise with the Board.

A tour of a damaged home and horse barn was arranged by Marc Lovrak, VP of 

Reinsurance Operations and the Geotechnical Investigation Team. Shown here 

are Board members, representatives from the Illinois Department of Insurance, 

and IMSIF team members. 

Marc Lovrak, VP of Reinsurance 

Operations, addresses the attendees 

gathered on the grounds of the 

damaged property.
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Chairman Rich Sauget 

and Board member Paul 

O’Grady examine damage 

to a structure.

The tour included a view of damage to the floors and ceiling of the horse barn, and misalignment of garage doors. 

All were grateful to the property owners for providing the opportunity to see mine subsidence damage first-hand.

IMSIF CEO Heidi Weber 

examines cracks in 

the floor of the indoor 

swimming pool.

Dr Paul Behum, U.S. Department of the Interior 

Office of Surface Mining Reclamation and 

Enforcement Division (left) and J. Greg Tanner, 

Illinois Department of Natural Resources 

Abandoned Mined Lands Reclamation Division 

(above right) gave a presentation on treatments 

for acid mine drainage.
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Transitions

In Appreciation to Hernando Madronero 

The Fund wishes to thank retiring Board member Hernando Madronero for his 

dedicated service and contribution since 2015 to the IMSIF Board of Directors. 

He initiated open dialogue on many important issues, giving considerable 

opportunity for healthy discussions in the Board room. We wish Hernando 

and his family the very best for a healthy and enjoyable retirement.

In Memoriam

Lloyd Truett Parker
8/29/1954 – 4/21/2022

It is with heavy hearts that we say farewell to a beloved Board 

of Director, Lloyd Parker, who valiantly fought Pancreatic cancer 

with an abundance of courage and grace. Lloyd served the IMSIF 

Board as an Industry Director since 2003, until his death. He was an 

advocate for all stakeholders, and genuinely cared about his fellow 

Board members and the IMSIF staff. He had vast knowledge of the insurance industry, 

having worked for State Farm Insurance Companies for 32 years. But it was his love of 

life and people, in general, that made such a mark on the lives he touched. His interests 

included woodworking, cycling, hiking and traveling with Susan, his wife of 44 years. 

Lloyd was a man of great character, and a devoted husband, father and grandfather. 

He was fondly known as The Renaissance Man to many who knew him, because of his 

many talents and carefully measured words. He will be greatly missed by all who had the 

privilege to know and work alongside him.
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Report of Independent Auditors

Board of Directors

Illinois Mine Subsidence Insurance Fund

Opinions

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 balance sheets - statutory as of December 31, 2022

and 2021, and the related individual and combined statements of income - statutory, changes in

surplus - statutory, and cash flows - statutory for the years then ended, and the related notes to the

statutory financial statements.

Unmodified Opinion on Regulatory Basis of Accounting

In our opinion, the accompanying statutory financial statements present fairly, in all material

respects, the financial position of the individual and combined Residential and Commercial Sub-

Funds of the Illinois Mine Subsidence Insurance Fund as of December 31, 2022 and 2021, 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.

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 section of our report, the statutory financial

statements 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, 2022 and

2021, or the results of their operations or their cash flows for the years then ended.

Basis for Opinions

We conducted our audits in accordance with auditing standards generally accepted in the United

States of America (GAAS). Our responsibilities under those standards are further described in the

Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are

required to be independent of the Fund, and to meet our other ethical responsibilities, in

accordance with the relevant ethical requirements relating to our audits. We believe that the audit

evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

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 described in Note 2 and accounting principles

generally accepted in the United States of America, although not reasonably determinable, are

presumed to be material and pervasive.
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Responsibilities of Management 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.

In preparing the statutory financial statements, management is required to evaluate whether there

are conditions or events, considered in the aggregate, that raise substantial doubt about the Fund's

ability to continue as a going concern for one year after the date that the statutory financial

statements are issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the statutory financial statements

as a whole are free from material misstatement, whether due to fraud or error, and to issue an

auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is

not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with

GAAS will always detect a material misstatement when it exists. The risk of not detecting a material

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Misstatements are considered material if there is a substantial likelihood that, individually or in the

aggregate, they would influence the judgment made by a reasonable user based on the statutory

financial statements.

In performing an audit in accordance with GAAS, we

 Exercise professional judgment and maintain professional skepticism throughout the audit.

 Identify and assess the risks of material misstatement of the statutory financial statements,

whether due to fraud or error, and design and perform audit procedures responsive to those

risks. Such procedures include examining, on a test basis, evidence regarding the amounts and

disclosures in the statutory financial statements.

 Obtain an understanding of internal control relevant to the audit 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. Accordingly, no such opinion is

expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluate the overall presentation of the

statutory financial statements.

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,

that raise substantial doubt about the Fund’s ability to continue as a going concern for a

reasonable period of time.
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We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal

control–related matters that we identified during the audit.

Park Ridge, Illinois

May 30, 2023
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Illinois Mine Subsidence Insurance Fund

Notes to Statutory Financial Statements

Years ended December 31, 2022 and 2021

Note 1 - Organization and Nature of Operations

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). Under SAP, unrealized gains and losses on investments in

equity securities are generally recorded as a direct credit or charge to surplus, net of the

adjustment for deferred federal income taxes. Under GAAP, unrealized gains and losses on

equity securities are reported directly in net income.

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.
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Illinois Mine Subsidence Insurance Fund

Notes to Statutory Financial Statements (Continued)

Note 2 - Summary of Significant Accounting Policies (Continued)

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.

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, 2022 and 2021, 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).
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Illinois Mine Subsidence Insurance Fund

Notes to Statutory Financial Statements (Continued)

Note 2 - Summary of Significant Accounting Policies (Continued)

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.

Commissions

For the years ended December 31, 2022 and 2021, 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, 2022 and 2021, 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. The Fund believes it is not

exposed to any significant credit risk on cash.

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. 

Common stocks are reported at fair value and the related net unrealized capital gain or loss is

charged or credited directly to surplus, net of income tax.

Investment income consists primarily of interest and dividends 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

specific-identification 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, 2022 and 2021,

respectively.
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Illinois Mine Subsidence Insurance Fund

Notes to Statutory Financial Statements (Continued)

Note 2 - Summary of Significant Accounting Policies (Continued)

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.

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 Fund 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.

Subsequent Events

The Fund evaluated subsequent events for recognition and disclosure through May 30, 2023, the

date the statutory financial statements were available to be issued, and has not noted any events or

transactions 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% as of December 31, 2022 and 2021, respectively. The amortized cost or

cost for common stock, gross unrealized gains and losses and fair value of investments in debt and

common stocks are as follows:

Amortized Gross Unrealized Fair

At December 31, 2022 Cost Gains Losses Value

Corporate bonds $ 113,295,350 $ 20,075 $ (12,729,109) $ 100,586,316

State and municipal bonds 68,978,694 201,356 (3,637,958) 65,542,092

Asset-backed bonds 9,850,595 1,226 (898,828) 8,952,993

Mortgage-backed bonds 79,348,358 70,924 (11,043,965) 68,375,317

Total debt securities $ 271,472,997 $ 293,581 $ (28,309,860) $ 243,456,718

Amortized Gross Unrealized Fair

At December 31, 2021 Cost Gains Losses Value

Corporate bonds $ 107,607,221 $ 7,347,877 $ (392,048) $ 114,563,050

State and municipal bonds 71,781,981 3,826,945 - 75,608,926

Asset-backed bonds 10,136,775 58,868 (26,980) 10,168,663

Mortgage-backed bonds 75,317,730 1,270,708 (739,462) 75,848,976

Total debt securities $ 264,843,707 $ 12,504,398 $ (1,158,490) $ 276,189,615

Gross Unrealized Fair

At December 31, 2022 Cost Gains Losses Value

Common stocks $ 7,939,328 $ 327,366 $ (286,931) $ 7,979,762

The Fund did not hold any investments in common stocks at December 31, 2021.
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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, 2022 or 2021, 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, 2022 by contractual maturity, is shown below:

Amortized Fair

Cost Value

Years to maturity

One or less $ 4,052,507 $ 4,037,606

After one through five 64,884,880 62,695,108

After five through ten 63,647,959 57,082,955

After ten 49,688,698 42,312,739

Mortgage and asset-backed securities 89,198,953 77,328,310

Total securities $ 271,472,997 $ 243,456,718

Actual maturities may differ from those scheduled as a result of prepayments by the issuers.

The proceeds from sales and calls of investments and the related gross realized gains (losses) on

those sales as of December 31 are as follows: 

2022 2021

Bonds:

Proceeds from sales and calls $ 37,360,864 $ 44,206,357

Gross realized gains on sales 120,166 58,152

Gross realized losses on sales (48,278) -

Common stocks:

Proceeds from sales 299,616 -

Gross realized gains on sales 1,982 -

Gross realized losses on sales (29,514) -

Net realized gains on sales 44,356 58,152

Income tax (9,315) (12,212)

Net realized gains on sales, net of tax $ 35,041 $ 45,940
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Note 3 - Investments (Continued)

The Fund had seventeen bonds sold, disposed, or redeemed in 2022 as a result of a callable feature.

Investment income of $6,241 was recorded as a result of prepayment penalties and acceleration

fees at December 31, 2022. The Fund had seventeen bonds sold, disposed, or redeemed in 2021 as

a result of a callable feature. Investment income of $77,566 was recorded as a result of prepayment

penalties and acceleration fees at December 31, 2021. 

Net investment income is composed of the following for the years ended December 31:

2022 2021

Investment income

Government and government agency bonds $ - $ 24,633

Corporate bonds 3,776,744 3,530,461

State and municipal bonds 2,063,872 2,104,226

Asset-backed bonds 232,668 277,837

Mortgage-backed bonds 1,851,547 1,433,046

Common stock 96,737 -

Cash and cash equivalents 47,770 -

Total investment income 8,069,338 7,370,203

Expenses

Investment expenses incurred (340,359) (355,649)

Net investment income $ 7,728,979 $ 7,014,554

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.
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Note 4 - Fair Value of Financial Instruments (Continued)

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.

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, 2022

Description Level 1 Level 2 Level 3 Total Fair Value

Admitted Asset

Value

Corporate bonds $ - $ 100,586,316 $ - $ 100,586,316 $ 113,295,350

State and municipal bonds - 65,542,092 - 65,542,092 68,978,694

Asset-backed bonds - 8,952,993 - 8,952,993 9,850,595

Mortgage-backed bonds - 68,375,317 - 68,375,317 79,348,358

Common stocks 7,979,762 - - 7,979,762 7,979,762

Total $ 7,979,762 $ 243,456,718 $ - $ 251,436,480 $ 279,452,759

As of December 31, 2021

Description Level 1 Level 2 Level 3 Total Fair Value

Admitted Asset

Value

Corporate bonds $ - $ 114,563,050 $ - $ 114,563,050 $ 107,607,221

State and municipal bonds - 75,608,926 - 75,608,926 71,781,981

Asset-backed bonds - 10,168,663 - 10,168,663 10,136,775

Mortgage-backed bonds - 75,848,976 - 75,848,976 75,317,730

Total $ - $ 276,189,615 $ - $ 276,189,615 $ 264,843,707

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. 

Common Stocks

The fair values for common stocks are based on their quoted market values in actively traded

markets. 
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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.

Activity in the reserve for loss and LAE is summarized as follows:

Residential Sub-Fund Commercial Sub-Fund

2022 2021 2022 2021

Reserves, at January 1 $ 66,741,649 $ 63,893,397 $ 19,336,644 $ 17,985,984

Add:

Provision for insured events of

current year 14,682,714 16,561,220 6,711,307 3,737,351

Decrease in provision attributable

to prior year events (611,703) (5,616,152) (3,373,866) (1,093,739)

Total incurred during the year 14,071,011 10,945,068 3,337,441 2,643,612

Deduct loss and LAE payments for

claims, occurring during:

Current year 2,126,417 915,050 242,507 88,821

Prior years 12,076,516 7,181,766 2,582,832 1,204,131

Total paid during the year 14,202,933 8,096,816 2,825,339 1,292,952

Reserves, at December 31 $ 66,609,727 $ 66,741,649 $ 19,848,746 $ 19,336,644

During 2022 and 2021, 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

2020 - 2021 accident years in 2022 and on the 2019 - 2020 accident years in 2021 due to

adjustments in original estimates as additional information became known regarding individual

claims.
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Note 5 - Reserve for Loss and Loss Adjustment Expense (Continued)

Reconciliation of incurred loss and LAE: 

Residential Sub-Fund Commercial Sub-Fund

2022 2021 2022 2021

Amount included in above table $ 14,071,011 $ 10,945,068 $ 3,337,441 $ 2,643,612

Expense items classified as LAE that

do not affect reserves 6,779 10,885 2,024 3,251

Total $ 14,077,790 $ 10,955,953 $ 3,339,465 $ 2,646,863

Management believes that the reserves for loss and LAE for the Residential and Commercial sub-

funds at December 31, 2022 and 2021 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.

Note 6 - Other Underwriting Expenses 

The Residential and Commercial Sub-Funds' other underwriting expenses were allocated 77% and

23% during 2022 and 2021, respectively. Other underwriting expenses consist of the following items:

2022 2021

Salaries $ 868,840 $ 844,454

Employee relations and benefits 217,570 378,918

Professional fees 295,674 329,815

Directors' fees 131,750 112,600

Rent, including allocated building overhead 178,548 161,696

Insurance 111,584 92,595

Research 72,194 72,307

Travel and meetings 35,060 16,763

Public awareness and relations 8,781 10,813

Purchase of equipment - net of disposals 32,175 2,061

Dues and memberships 26,977 23,691

Other 31,586 60,497

Total $ 2,010,739 $ 2,106,210
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Note 7 - Federal Income Taxes

The provision for Federal income taxes consists of the following components:

2022 2021

Federal income tax expense $ 2,927,805 $ 3,212,145

Realized capital gains tax 9,315 12,212

Total federal income tax expense $ 2,937,120 $ 3,224,357

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, 2022

and 2021. 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.

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:

2022 2021

Deferred tax assets:

Discounting of unpaid losses and LAE $ 1,200,898 $ 1,120,953

Unearned premiums 760,297 703,764

Non-admitted assets 15,630 43,841

Total deferred tax assets 1,976,825 1,868,558

Nonadmitted deferred tax assets (635,112) (570,384)

Net admitted deferred tax asset 1,341,713 1,298,174

Deferred tax liabilities:

Legislative change in loss discounting 108,873 145,164

Total deferred tax liabilities 108,873 145,164

Net deferred tax asset $ 1,232,840 $ 1,153,010
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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:

2022 2021 Change

Total deferred tax assets (DTAs) $ 1,976,825 $ 1,868,558 $ 108,267

Total deferred tax liabilities (DTLs) (108,873) (145,164) 36,291

Net deferred tax asset $ 1,867,952 $ 1,723,394 $ 144,558

Tax effect of change in unrealized capital gains -

Change in net deferred income tax $ 144,558

The amounts of each component pursuant to SSAP 101 paragraph 11 by tax character are as

follows:

December 31, 2022

Ordinary Capital Total

Can be recovered through loss carrybacks (a) $ 1,146,852 $ - $ 1,146,852

Lesser of:

Adjusted gross DTA expected to be

recognized following the balance sheet

date (b.i) 125,161 - 125,161

Adjusted gross DTA allowed per limitation

threshold (b.ii) 27,801,429

Adjusted gross DTAs offset against existing

DTLs (c) 69,700 - 69,700

DTAs admitted as a result of the application of

SSAP 101 (a+b.i+c) $ 1,341,713 $ - $ 1,341,713
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December 31, 2021

Ordinary Capital Total

Can be recovered through loss carrybacks (a) $ 1,075,843 $ - $ 1,075,843

Lesser of:

Adjusted gross DTA expected to be

recognized following the balance sheet

date (b.i) 186,040 - 186,040

Adjusted gross DTA allowed per limitation

threshold (b.ii) 22,747,318

Adjusted gross DTAs offset against existing

DTLs (c) 36,291 - 36,291

DTAs admitted as a result of the application of

SSAP 101 (a+b.i+c) $ 1,298,174 $ - $ 1,298,174

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:

2022 2021

Ratio % used to determine recovery period and

threshold limitation amount %2 %2

Realization threshold limitation %15 %15

Amount of adjusted capital and surplus used to

determine recovery period and threshold

limitation amount $ 185,342,857 $ 173,076,513

The Fund's tax-planning strategies did not include the use of reinsurance-related tax planning

strategies. 

At December 31, 2022, 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.

2022 $ 2,938,339

2021 $ 3,206,427

The Fund's federal income tax return is not consolidated with any entities for the years ended

December 31, 2022 and 2021. 
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Note 7 - Federal Income Taxes (Continued)

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.

Note 8 - Commitments

The Fund leases office space through December 31, 2025 with the following minimum lease

payment:

Year Ending December 31 Amount

2023 $ 94,731

2024 97,100

2025 99,527

Total $ 291,358

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:

Pension Benefits Other Benefits

2022 2021 2022 2021

Change in benefit obligations:

Benefit obligation, beginning of year $ 10,338,866 $ 10,741,270 $ 1,847,973 $ 1,975,411

Service cost 181,440 200,581 35,060 32,314

Interest cost 300,428 257,106 53,083 45,192

Actuarial gain (2,566,190) (589,924) (428,579) (135,747)

Benefits paid (270,143) (270,167) (63,660) (69,197)

Benefit obligation, end of year $ 7,984,401 $ 10,338,866 $ 1,443,877 $ 1,847,973

Change in plan assets:

Fair value of plan assets, beginning

of year $ 10,664,347 $ 10,220,037 $ - $ -

Actual return on plan assets (2,383,788) 714,477 - -

Employer contributions - - 63,660 69,197

Benefits paid (270,143) (270,167) (63,660) (69,197)

Fair value of plan assets, end of year $ 8,010,416 $ 10,664,347 $ - $ -

Funded Status: Overfunded

(Underfunded)

Assets (liabilities) recognized

Asset (liability) for pension

benefits $ 26,015 $ 325,481 $ (1,443,877) $ (1,847,973)

Total assets (liabilities) recognized $ 26,015 $ 325,481 $ (1,443,877) $ (1,847,973)

Components of net periodic

benefit cost:

Service cost $ 181,440 $ 200,581 $ 35,060 $ 32,314

Interest cost 300,428 257,106 53,083 45,192

Expected return on plan assets (577,414) (553,794) - -

Net prior service cost amortization 1,706 24,343 - -

Amount of loss recognized 38,179 185,558 32,049 46,124

Net periodic benefit cost $ (55,661) $ 113,794 $ 120,192 $ 123,630
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Pension Benefits Other Benefits

2022 2021 2022 2021

Changes in amounts recognized in

accumulated surplus:

Beginning unrecognized balances $ 1,105,627 $ 2,066,135 $ 492,622 $ 674,493

Net prior service cost recognized (1,706) (24,343) - -

Net loss recognized (38,179) (185,558) (32,049) (46,124)

New actuarial losses (gains)

occurring 395,012 (750,607) (428,579) (135,747)

Ending unrecognized balances $ 1,460,754 $ 1,105,627 $ 31,994 $ 492,622

Amounts in accumulated surplus

that have not yet been

recognized as components of net

periodic benefit cost:

Net prior service cost $ - $ 1,706 $ - $ -

Net recognized losses 1,460,754 1,103,921 31,994 492,622

Total $ 1,460,754 $ 1,105,627 $ 31,994 $ 492,622

Amounts in accumulated surplus

expected to be recognized in the

next year:

Net prior service cost $ - $ 1,706 $ - $ -

Net recognized losses - 7,000 - 31,000

Total $ - $ 8,706 $ - $ 31,000

The assumptions used to determine the actuarial present value of the projected benefit obligations

as of December 31 were as follows:

Pension Benefits Other Benefits

2022 2021 2022 2021

Discount rate %5.35 %2.90 %5.30 %2.85

Average rate of compensation

increase %4.00 %4.00 %4.00 %4.00
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The assumptions used to determine the net benefit cost as of December 31 were as follows:

Pension Benefits Other Benefits

2022 2021 2022 2021

Discount rate %2.90 %2.40 %2.85 %2.35

Average rate of compensation

increase %4.00 %4.00 %4.00 %4.00

Expected long-term rate of return on

plan assets %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:

Allocation

Target December 31

2022 2022 2021

Asset Category

Equity securities %40.0 %39.6 %40.6

Debt securities 60.0 54.7 53.3

Other 0.0 5.7 6.1

Total %100.0 %100.0 %100.0

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

value:

 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.

 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 year-

end. The net asset value is calculated based on the underlying shares and investments held by

the funds.
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 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.

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, 2022 and 2021, respectively, are

summarized in the tables below:

Level 1 Level 2 Level 3 Total % of Total

2022

Equity securities $ 3,171,106 $ - $ - $ 3,171,106 %39.6

Debt securities 1,620,916 2,764,193 - 4,385,109 %54.7

Other 454,201 - - 454,201 %5.7

Total $ 5,246,223 $ 2,764,193 $ - $ 8,010,416 %100.0

Level 1 Level 2 Level 3 Total % of Total

2021

Equity securities $ 4,334,232 $ - $ - $ 4,334,232 %40.6

Debt securities 2,088,248 3,588,277 - 5,676,525 %53.3

Other 653,590 - - 653,590 %6.1

Total $ 7,076,070 $ 3,588,277 $ - $ 10,664,347 %100.0

The following benefit payments, which reflect expected future service as appropriate, are expected

to be paid:

Pension

Benefits

Other

Benefits

2023 $ 358,167 $ 85,067

2024 404,840 92,609

2025 446,869 95,758

2026 486,823 102,203

2027 511,700 106,674

2028 - 2032 2,983,507 544,129

Total $ 5,191,906 $ 1,026,440
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In 2023, the Fund expects to contribute $0 to the pension plan and $85,067 to the other

postretirement plan.

Note 10 - Non-admitted Assets

Components of non-admitted assets as of December 31, were as follows:

2022 2021 Change

Prepaid expenses $ 95,341 $ 395,543 $ (300,202)

Deferred tax asset: non-admitted 635,112 570,384 64,728

Total $ 730,453 $ 965,927 $ (235,474)
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