INTERGOVERNMENTAL RISK
MANAGEMENT AGENCY
The Risk Management Solution for Local Government

AD HOC COMMITTEE: EXPOSURE BASE
Meeting Agenda
Thursday, January 11, 2018
Village of Glencoe
675 Village Court, 2nd Floor, Council Chambers
9:00 a.m.

I.

CALL TO ORDER

II.

✓ APPROVAL OF MINUTES: December 13, 2017 (pg. 1)

III.

REVISED COMMITTEE DATES WITH LOCATIONS (pg. 4)

IV.

REVIEW OF PREVIOUS MEETING DISCUSSION

V.

IRMA REVENUE BASE EXERCISE (pg. 5)

VI.

REVIEW OF IRMA FINANCIAL BASICS (To Be Distributed)

VII.

REVIEW OF ACTUARIAL REPORT SHOWING CONTRIBUTION CALCULATIONS
BASED ON DIFFERENT EXPOSURES FOR DIFFERENT LINES (To Be Distributed)

VIII.

NEXT STEPS

IX.

ADDITIONS TO AGENDA

X.

CONFIRMATION OF NEXT MEETING
➢ Thursday, February 8, 2018, 9:00 a.m.
Village of Riverside, 27 Riverside Road

XI.

ADJOURNMENT
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INTERGOVERNMENTAL RISK
MANAGEMENT AGENCY
The Risk Management Solution for Local Government

AD HOC COMMITTEE: EXPOSURE BASE
Meeting Minutes
December 13, 2017
Westbrook Corporate Conference Center, Tower 2
10:30 a.m.

Present:

Jessica Frances
Dave Clark
Dennis Bubenik
Drew Irvin
Chris Clark
Doug Haywood
Barry Krumstok
Michael Braiman

Tom Kuehne
Kathleen Gargano
Larry Noller
Elizabeth Holleb
Tim Wiberg
Stacy Sigman
Kevin Wachtel
Eric Helm

Also Present: Doug Nishimura
Richard Frese
Peter Wright

Margo Ely
Rita Boserup
Dan LeTourneau

Absent:

Doug Cooper

Al Stonitsch
Brad Bettenhausen

Telly Panousis
Jennifer Swahlstedt
Susan Garvey

I.

Introduction
Margo Ely began the meeting at 10:40 a.m. with a brief introduction and each
attendee introduced themselves. Future meeting locations assigned on a volunteer
basis by committee members.

II.

Discussion
Ely began with the three goals of the meeting; identify objectives, identify what
information committee members want from IRMA, and what kind of support we have
for exploring an alternative exposure base. In the past, IRMA has only looked at how
to defend the revenue base as a form of exposure base and not alternative methods.
Wright suggested that the exposure base project should be a member led process.
A handout with statistics was passed out that was completed by Peter Wright. Wright
explained that he took the revenue bases from the CAFR, vehicles, property values,
payrolls, and total incurred losses and made calculations based off these variables.
The idea was to come up with a numerical relationship between these variables and
see how they change over time.
Nishimura commented that we are not comparing apples to apples when looking at
losses on the handout. Losses that are undeveloped compared to losses that are
developed will result in no correlation. Nishimura stated that “no correlation between
losses and revenues” is untrue. When Milliman conducts their rating they do not use
revenues for everything. Milliman uses revenues for GL, Payroll for WC, vehicles for
Auto, and property for Property. Revenues correlate highly with all independent
variables or predictors. Revenues were chosen years ago because it was simple to
pull accurate information. Expenditures are more difficult to measure accurately and
uniformly.
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____________________________________________________________________________
Ely stated that 85% of IRMA’s budget is the loss fund. Milliman gives IRMA a loss
fund amount and divides it by the revenue base to get the loss fund rate. Revenues
are used as a denominator and the perception that IRMA subsidizes smaller revenue
members with the larger member is not true. Higher loss municipalities are subsidized
by smaller loss municipalities and the lower your losses the less your contribution to
IRMA.
Nishimura stated that revenues were chosen based on its simplicity. One suggestion
is to go back to multiple rates based on different lines instead of expenditures. This
will minimize the change for each year and can be a little bit more accurate.
LeTourneau commented that Nishimura’s suggested method is commercial
insurance underwriting that will require audits, be more complex, and can bring
additional expenses.
Wright ask the committee how to they feel? Is this process worthwhile to pursue? No
comment was made.
Wright was asked if he has heard if the revenue base formula is a concern from
members and potential members. Wright replied yes, that he has heard concern, but
it may be just used as an excuse or obstruction not to join. On the other hand, Wright
said that once a municipality or member understands IRMA, they accept the revenue
base.
Dave Clark commented that in the Buffalo Grove situation, the revenue base was
easy to pick on. Krumstok commented that Buffalo Grove tailored things a different
way. The interest income credit is something that is overlooked by brokers.
Ely explained how consultants do not talk about interest income credit and they do
not factor it in when speaking with municipalities.
Gargano asked if revenue base is the right driving factor for joining or not joining
IRMA or is there something else being talked about?
Kuehne commented on Gargano’s question and said that Arlington Heights worked
with Peter Wright and they made a decision based on economics and what is a better
long-term deal for the Village. Kuehne also said that the committee must have a total
understanding of the current revenue base formula.
Krumstok suggested to look at the other parameters for each line of coverage and
carve out exceptions.
Nishimura commented the key is to stabilize premiums going forward so no member
is negatively impacted by whatever method is chosen.
Frances suggested that we use three big members, three small members, and three
special districts to analyze to get a better well-rounded picture as possible.
Ely stated IRMA is investing substantially in training and risk management. We hope
that losses will decrease, but our members’ revenues are increasing.
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Dave Clark suggested that we run rates per member based on different exposures
and compare it with revenues. Also use Frances’s method of three big, three small,
and three special districts.
Nishimura suggested the first step is to go along with Dave Clark and run the rates
per member on the five different exposures and compare it to the rate per revenue. If
we are close we are golden, if we are way off, we have to think of something different.
Boserup was asked if members are suggesting revenue base deduction adjustments
that the pool should contemplate. Mount Prospect’s self-insured health insurance
payments received for is revenue along with storm water projects, and pass through
grants
Meeting Adjourned at 11:58 a.m.

Submitted by:

Approved by:

____________________________________
Margo Ely
Executive Director

___________________________________
Jessica Frances
Chair, Ad Hoc Committee: Exposure Base
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AD HOC COMMITTEE MEETING DATES

December 13, 2017 – (following the Board of Directors meeting approximately 2 hours), Two
Westbrook Corporate Conference Center, Westchester, IL
January 11, 2018 (9:00 a.m. – 11:30 a.m.) – Village of Glencoe, 675 Village Court, 2nd Floor,
Council Chambers

February 8, 2018 (9:00 a.m. – 11:30 a.m.) – Village of Riverside, 27 Riverside Road

March 21, 2018 (following the Board of Directors meeting approximately 2 hours) – Two
Westbrook Corporate Conference Center

April 12, 2018 (9:00 a.m. – 11:30 a.m.) – Village of Arlington Heights, 33 S. Arlington Heights
Road, 1st Floor, Buechner Room

May 17, 2018 (9:00 a.m. – 11:30 a.m.) – Village of Northfield, Village Hall, 361 Happ Road

/ds
G:\Committees\Adhoc Committees\2017\Ad Hoc Committee Dates-Revised With Locations.Docx

4

INTERGOVERNMENTAL RISK
MANAGEMENT AGENCY
The Risk Management Solution for Local Government

MEMORANDUM
TO:

Members of the Ad Hoc Committee: Exposure Base

FROM:

Margo Ely, Executive Director
Rita Boserup, Finance Director

DATE:

January 4, 2018

RE:

IRMA Revenue Base Exercise

Purpose: The purpose of this memorandum is to identify the attachments and explain the IRMA
revenue base formula in response to direction from the Committee.
Background/Discussion: At the December 13, 2017 Ad Hoc Committee meeting, the
committee requested a review of the IRMA revenue base formula and calculation. Attached is
the Village of Lisle’s 2018 Revenue Base Worksheet (used with permission) and the
corresponding Comprehensive Annual Financial Report pages. There are page numbers and
circled reference numbers on the worksheet that correspond with the CAFR pages, showing
where the amounts come from. Lisle was selected because they have a variety of funds and a
few deductions. In addition, attached is the same worksheet, but using the expenses in the
funds instead of revenue. The revenue total before deductions is $28,592,000 and the expense
total is $28,931,712, a difference of $340,000.
Recommendation: Review this information in advance of the next meeting on January 11,
2018.
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INTERGOVERNMENTAL RISK MANAGEMENT AGENCY
CONTRACT AND BYLAWS

Section 3.03 – Revenue Base
A MEMBER's Annual Contribution to IRMA for any fiscal year of IRMA shall be based
upon the following: the average of the most recent five years of "Revenue Base" (as hereinafter
defined) of that MEMBER. For purposes of determining the amount of the Annual Contribution,
the "Revenue Base" shall mean the total income of the MEMBER from all sources based on the
MEMBER’s fund financial statements, with the following exclusions or deductions:
(i)

Fifty percent (50%) of the revenue from the sale of water and sewer services or
electric service distribution;

(ii)

Tax revenue for the capital costs of water and sewer or electric distribution
systems, which is passed through to other governmental bodies;

(iii)

Bond proceeds and borrowings;

(iv)

Interest expenditures or expenses in funds other than water and sewer or electric
service distribution funds;

(v)

Revenues of a municipal library governed by a Municipal Library Board pursuant
to the Local Library Act, Chapter 75 of the Illinois Compiled Statutes, where the
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MEMBER has elected in writing at least ninety (90) days before the start of a
fiscal year to exclude such municipal library from IRMA coverage;
(vi)

Interest income of and employee contributions to police or fire pension funds;

(vii)

Ninety percent of payments by a MEMBER for services provided by an
independent contractor to residents of the MEMBER for garbage, refuse and
trash collections when the independent contractor indemnifies the MEMBER and
any contract entered into or renewed after May 1, 2014 contains IRMA’s
suggested indemnity language or other indemnity language that has been
approved in writing by IRMA;

(viii)

Tax Increment Financing (TIF) refunds of surplus, which were reported as
revenue to IRMA;

(ix)

Revenues from refunds and credits from IRMA; and

(x)

Payments made to another MEMBER where (1) the payment or payments to
such MEMBER exceeds $5,000, and (2) the payee MEMBER reports the
payment as revenue to IRMA; however, in the case of payments made to another
IRMA MEMBER for water and/or sewer services, only 50% of such payments
may be deducted.

(xi)

Notwithstanding the foregoing, in the case of a MEMBER who is a special
governmental service district whose primary purpose is the production and sale
of water and/or sewer treatment, then: (1) all of the revenue from the sale of
water and sewer services shall be included in determining the total income of
such MEMBER for purposes of determining the Revenue Base, and (2) with
respect to subsection (iv) above, all of the interest expenditures or expenses will
be deducted in determining the Revenue Base.

(xii)

Proceeds from the sale of capital assets not to exceed the original cost of the
asset.

(xiii)

Ninety percent of the amount paid by the member to independent contractors or
other governmental entities (Service Provider) when the following conditions are
met:
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(a) The intent is to transfer the risk to the Service Provider and the contract
contains IRMA’s suggested indemnity language or other indemnity language
that has been approved in writing by IRMA.
(b) The contract is not for construction.
(c) The total value of the contract is more than 5% of the members’ revenue
base at the time of application for deduction.
(d) IRMA has approved in writing the request for a revenue base deduction at the
time contract goes into effect.
The Revenue Base of each MEMBER shall be based upon the financial statements of
the MEMBER submitted to IRMA pursuant to Section 3.09 hereof. IRMA shall annually prepare
a written report setting forth the proposed Revenue Base of each MEMBER and shall send such
report to each MEMBER. If a MEMBER desires to contest the determination of its Revenue
Base, it shall appeal such decision in the manner provided in Section 4.04 of this Contract and
Bylaws.
Section 3.04– Adjustment to Contribution: Elimination or Addition of Major
Services
A reduction to a MEMBER’S contribution will occur when major services have been
eliminated and the provisions of Section 3.03 viii apply.
An addition to a member’s contribution will occur when major services have been added
and the following conditions apply:
i.

The intent is to accept risk as a Service Provider and the contract indemnifies the
purchaser of services.

ii.

The total value of the contract providing for the provision of services is more than
5% of the MEMBERS’ revenue base at the time the member agrees to provide
services.

Any reduction or addition to the MEMBER’S contribution will be matched by a reduction
or addition in the contribution to the loss fund. The amount of the reduction or addition shall be
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based on actuarial analysis that considers both exposures and prior losses. The cost of the
actuarial analysis shall be deducted from any reductions in contribution, or added to any
increase in contribution.
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96
96
14

Commuter Parking - Operating Expenses
Cemetery - Operating Expenses

Internal Service - Operating Expenses

Sub-total Expense Base

92
88

Water Expenses
Sewer Expenses

Total Governmental Fund Expenses

28,931,712

1,507,196

431,801
12,683

6,622,177
838,602

19,519,253

The IRMA 2018 Expense Base Worksheet is based on the figures from your calendar year 2016 or fiscal year 2015-2016 audited financial statements.
Fund
Page #
Amount
Subtotals
Explanation, if necessary
Governmental Funds-Major (please add fund names)
General Fund
63
13,095,192
Capital Improvements Fund
67
1,064,493
Subtotal
14,159,685
Governmental Funds-Nonmajor (please add fund names)
Motor Fuel Tax Fund
71
3,754
Illinois Municipal Retirement Fund
71
768,645
Insurance Fund
71
89,141
Liability Insurance Fund
71
100,000
I-Net Consortium Fund
72
3,829
Hotel/Motel Fund
72
547,222
Criminal Forfeiture Fund
72
2,108
Navistar TIF Fund
72
901,172
UTI TIF Fund
72
10,956
2004 Pledged Hotel/Motel Fund
72
486,742
Storm Water Facilities Fund
73
38,808
Capital Equipment Replacement Fund
73
533,905
Street Improvement/Reconstruction Fund
73
1,873,286
Subtotal
5,359,568

Member name: Village of Lisle

IRMA 2018 Worksheet Using Expenses

