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Total budget: $660 million+
Nearly 35,000 students
Offers two associates, 124
bachelors, 113 masters, and 37
doctoral and professional degree
programs
Two campuses

Siuc

SIVE
$2.5 billion in TIV

University Risk Management

Reports to Senior Vice President of Financial and Administrative
Affairs and Board Treasurer

Provides university-wide services to SIUC and SIUE

Operates under the President’s Guidelines for University Risk
Management and the Self-Insurance Program

Manages university’s self-insurance programs
Purchases commercial insurance

Assists campus administration with planning, organizing, and
implementing risk management programs and procedures
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Property Program

Self-insured property program is offered to campus administration
Insured property is scheduled by campus administration

$2.5 billion in TIV for the system

Excess property insurance purchased through the MHEC Program
Split $250,000/$500,000 per occurrence deductible

$1 million aggregate

MHECH

May 8, 2009 in Carbondale, IL

How my day began...

n MARSH

May 8, 2009 Experience

Vacation day
Attended graduation
Spring rainstorm
Lunch with family

htp:/fwww zazzle.cal
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Carbondale, May 8, 2009 Derecho

Progressive derecho

Wind event with isolated
embedded tornadoes

Wind gusts 70 to 106 mph
Extensive tree and power line
damage

SIUC EOC activated

Curfews and states of
emergency were declared
locally

Carbondale Derecho, May 8, 2009
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Carbondale Derecho, May 8, 2009




Carbondale Derecho, May 8, 2009

Estimated insured loss: $7.8 million
182 buildings damaged
Debris removal in excess of $1 million
Self-insured retention (SIR) of $500,000

Uninsured loss including SIR: $3.4 million
85 structures damaged
Significant losses at university farms
Research-related content losses

MHECH

Carbondale Derecho, May 8, 2009

Hired Marsh FACS

Insurance Coverage and FEMA Overview

Deductible
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Typical Sequence of Events

During the FEMA Claim Process

Governor

L2 s

Mainsinrequred
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Date of Date of FEMA Kick- FEMA Exit IEMA Audit
Loss: Declaration Off Meeting Meeting Ongoir
05/08/09 07102109 07120109 9/25/09 'going
94 project
coramanes declaration worksheets
scheduled finally made completed
(May 8-10) 55 days after within 66
y loss event days
. FEMA field time is limited, so
Anticipate potential FEMA o b
L eing prepared gets you BETTER
declaration—BE PREPARED! SRE
MARSH

Surprisingly Scrutinized The Least
Must be reasonable and necessary

Most Challenging Criteria
Scope of damages must be tied back to the
declared disaster

Let's Talk Construction
Must be in active use
Legal responsibility of applicant
Sustained direct physical damage

SIU Qualified!

Private non-profit entites that
Applicant offer crtcal services, such as
education
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Who Is Involved in the Public Assistance Process?

P

e
/X
wte of lllinois
S (Grantee)

Reviews special requests.

Administers funding
Conducts final closeout and inspections

MARSH

Request for public assistance
Due 30 days after disaster designation
Applicant’s identification of preliminary damages
Due 60 days after kickoff meeting
FEMA will take action on granting funds for a specific project within 45
days of receiving all of the information for that project
Appeals
Applicant may appeal FEMA's decision within 60 days of being notified of
that decision
Completing work
Time limits for all projects begin the date of the disaster declaration
(extensions can be granted)
Emergency work (Categories A and B): 6 months
Permanent work (Categories C—G): 18 months

Understand what is covered by
insurance

Identify damages regardless of
coverage

Uninsured losses will need to meet
FEMA's standards and regulations
(after a declaration is made)

Uninsured
Insured




Examples of SIU Uninsured Losses

Insurance policy deductible
Emergency expenses assisting local community, staff, and students

Pole barn and other farm type structures (College of Agricultural
Sciences)

Contents (equipment and tangible research losses)

Unscheduled building locations

Direct administrative allowance (per FEMA guidelines)

Any additional items excluded by the commercial insurance policy

Without public assistance from FEMA,
these losses would have been SIU’s burden

MHECH

FEMA Project Worksheets

Provides:

Damage description list with actual or estimated costs, prepared on a
location basis

Scope of work necessary to repair eligible disaster damages

Breakdown of eligible materials, labor, equipment, and contract work

Reduction for applicable insurance proceeds to identify net FEMA recovery
Used to:

Combine associated work into projects (small projects)

Develop scopes of work and cost estimates

Identify special considerations

Prepare documentation

Facilitate reimbursement for eligible damages

MARSH

Suggested Recordkeeping

1. Create a separate general ledger account or sub-accounts for each
damaged building affected by the loss event. FEMA tracks loss-related
disbursements by building and specific building loss accounts are
recommended for FEMA recovery purposes.

Maintain a voucher package for each FEMA claim disbursement. The
voucher package should include copies of purchase orders, invoices, and
cancelled checks.

For all in-house, force account labor charges, provide:

Claimed labor hours, by employee, by building location (if allocable), including a
breakdown for straight time and overtime;

Employee time cards indicating straight time and overtime;

Overtime payment policy per the employee handbook;

Labor rates by employee; and

Breakdown of related fringe benefits including historical ratios to labor for all
benefits (i.e. FICA, FUTA, SUTA,
vacation and sick leave, and holidays).

To the extent possible, identify/code all labor, clean-up expenses, debris
removal, property damage repairs, property damage replacement, and extra
expenses separately bi/ the category of repair or construction (i.e. roof,
boller, electrical, and plumbing).
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Suggested Recordkeeping (cont'd)

5.

For in-house equipment and vehicle usage, provide:

Claimed hours by building location (if allocable);

Detailed description of asset type, make, model, size, etc.;

Detailed explanation of loss-related work by category (clean-up, debris removal, repairs, and
extra expenses); and

Employee responsible for operating in-house equipment or vehicle.

FEMA will apply hourly rental rates based on thety  pe of interal asset used.

Record a description of all other claim costs on the related invoice if not already within
the body of the invoice, noting how the claim item is loss-related, and allocate the cost
to a facility.

Be prepared to provide copies of vendor contracts, as well as invoices from an:
subcontractors that may have been used by a general contractor for property damage
repairs.

Be prepared to provide copies of invoices or receipts for all employee expenses.
Employees should be instructed to file “separate” expense reports for all costs
incurred relating to the loss event.

10. We suggest that one person be responsible for accumulating purchase orders or
invoices as they are received and marking the document as loss-related. In large
property damage scenarios, knowledge of the construction repairs may be necessary.
Department heads should create and maintain a chronology of loss-related events and
the impact that the loss has on their operations.
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Potential Categories of Work

Category A: Debris Removal (SIU) Emergency
Category B: Emergency Protective Measures (SIU) | Work

Category C: Roads and Bridges

Category D: Water Control Facilities

Category E: Buildings and Equipment (SIU)
Category F: Utilities

Category G: Parks, Recreational, and Other (SIU)

Permanent
Work

MARSH

MHECI

Eligible FEMA Emergency Work

Debris Removal (Category A)
Eliminates immediate threat to life, health, and safety
Eliminates immediate threat to improved property

Ensures economic recovery of the community and provides a benefit for
the community-at-large

Emergency Protective Measures (Category B)
Eliminate or reduce an immediate threat to life, public health, or safety
Eliminate or reduce an immediate hazard that threatens significant damage
to improved public or private property
Some pre-disaster expenditures are eligible for recovery
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Debris Removal

FEMA wants to know the
“From Cradle to Grave”
story about debris

Debris will constitute a significant portion
of total losses and is highly scrutinized by
FEMA

Debris needs to be measured and
documented in cubic yard quantities

If debris is disposed at a landfill, FEMA
will require all of the dump/load tickets and
the coordinates of the dump site location

Eligible FEMA Permanent Work

Permanent Work (Categories C through G)
Work must be required as a result of the disaster
Repair, restore, or replace damaged facilities in accordance with
regulations
Restore to pre-disaster design, capacity, and function in accordance
with applicable codes and standards
May include cost-effective hazard mitigation measures

MARSH
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Lost Research Claims

Capturing the Right Information
Building name/number
Room number (old location versus
cumentlocation, frelocated) o | o aems e
Detailed item descripton e considered by FEMA. oo H
Vendor name
Damage description (did the item thaw

FEMA eligibility for lost research is for
replacement of like kind tangible
materials only. The time and expense

If lost research

in a freezer/refrigerator, sustain smoke { materials are deemed
damage, etc.) i hazardous, FEMA will
Quantities lost : want detailed

Unit of measure information about the

; disposal methods
Unit cost : ? utlized.

Shipping and handling
Discounts should be considered
Vendor quotes, internet, or catalog pages can support replacement costs
Photographic evidence supporting damaged claims, if available

MARSH




Small or Large Project Threshold

$64,200 > S

MARSH

Small Projects (Less Than $64,200)

Funded using an initial estimate of costs and scope

Prepared on a building-by-building basis

FEMA approves funding (after review of the project worksheet) and
obligates the federal share of the funds to the state

After FEMA obligates the funds, the state is responsible for allocating
those funds to the applicant

Funding level for small projects is fixed, regardless of final costs
incurred, except for cost overruns

FEMA does not perform a final inspection of completed small projects,
but state will perform inspection of random sampling to determine that
small project work was completed

Large Projects (Greater Than $64,200)

Project worksheet is prepared by project officer

FEMA approves funding and obligates the federal share to the state
based on an agreed scope of work

Prepared on a building-by-building basis

Federal cost share is paid as the work is accomplished and paid
When the project is complete, the state performs an inspection
validating that eligible work included in the project worksheet was
incurred, completed, and paid

FEMA will consider adjusting the obligation amount to reflect the
actual

costs of eligible work (final assistance is based upon actual costs
incurred)

N
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Other Recovery Opportunities

FEMA'’s 50 percent test rule
If the estimated repair costs exceed 50 percent of estimated total
replacement costs, total replacement value will be awarded
Management costs
Section 324 states management cost now available to subgrantee
(applicant)
Revision made in November 2007
Allows applicant to outsource management of the FEMA claim
process

Special Considerations

Insurance
Requirements

Project
Worksheet

Environmental
Requirements

MARSH

® Insurance

= FEMA
State

= slu

Actual or anticipated insurance proceeds will be deducted from all
eligible project costs

As a condition for receiving public assistance, applicant is required to
obtain and maintain insurance coverage (for the hazard that caused
the damage)

Coverage commitment will be based on the total eligible costs
associated with permanent work

2 MARSH
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Hazard Mitigation and Environmental Requirements

Hazard mitigation:

Cost-effective measures taken to prevent or reduce the threat of future
damage to an applicant's facility

Section 406: Available through the public assistance program, applies to
the damaged element of the facility, and must be cost effective

Section 404: Managed by the state, available after disasters, and provides
an opportunity to take critical mitigation measures in order to protect life
and property from future disasters

Environmental:

Ensure that all practical means are used to protect, restore, and enhance
the environment

Obtain environmental clearance before construction begins

e

Special Flood Hazard Area and FEMA's National Flood

Insurance Program Reduction Penalty

Only pre-disaster insurance requirement is for facilities located in a
Special Flood Hazard Area (SFHA)

SFHA can be found on the flood hazard boundary map
Maximum amount of coverage available through the National Flood
Insurance Program (NFIP) is $500,000 per building and $500,000 for
contents located within a building
If adequate flood insurance is not available, FEMA funding will not
occur unless damages exceed the $500,000 threshold for building and
contents
FACS has been successful in minimizing the NFIP reduction penalty
by strategically allocating flood coverage and recognizing uninsured
losses under a hypothetical NFIP scenario

MARSH

Closeout Flowchart
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Closeouts and Audits

Closeouts:
Final accounting exercise
Process for grant evaluation of:
Work completed
Funds disbursed
Closeout initiation:
Responsibility of the applicant
Based on actual, eligible final costs
Small projects: Group closeout
Large projects: Project-by-project closeout
Audits may:
Occur after closeout
Be conducted by FEMA or the state
Result in cost adjustments or disallowances

Why Documentation Is Important

Accurate documentation will help:
Recover eligible costs
Collect the information necessary to develop your disaster projects
Validate the accuracy of small projects
Prepare for audits or financial reviews
Assist in responding to requirement of both the insurance claim process
and the FEMA recovery process
Avoid duplication of efforts when streamlining both processes at the same
time
Possible expediting of eligible FEMA damage review if insurance pays
promptly

MARSH
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Record Keeping

Maintain records for at least three years after closeout.

Undocumented eligible expenses
will not be reimbursed!
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Disaster Planning Reminders:

Initial Damage Assessment Checklist

Protect property from further damage
Utilize reputable/experienced disaster response service company
Remove water or debris as soon as possible
Board up windows and secure contents
Utilize security services to protect property

Perform initial damage assessments
Take photographs to capture “picture” of damages (label them!)
Take videos, if available
Inspect roofs, basements, windows, and other water penetration sites to
determine vulnerable areas (identifying such sites is difficult later in the
process)
Meet with vendors/contractors to establish protocols for tracking employee
time, materials, etc.—especially for T&M contracts

MARSH
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Thank you.
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Jeb McPherson, CPA, CFF, FCPA
Marsh—FACS Practice

FEMA Project Leader
404.995.3104
jeb.h.mcpherson@marsh.com

Debra Gallagher, CPA, CFF, FCPA
Marsh—FACS Practice

FEMA Project Manager
312.627.6015
debra.h.gallagher@marsh.com

Chris Glidewell, CPA, CRM, MLS
Southern lllinois University

Director, University Risk Management
618.536.2101

cglide@siu.edu
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The { in this pi ion provides only a general overview of
subjects covered, is not intended to be taken as advice regarding any individual
situation and should not be relied upon as such. Insureds should consult their
insurance and legal advisors regarding specific coverage issues.

The hypothetical claims scenarios included here are for illustration purposes only and
should not be relied upon as governing your specific facts and circumstances. Actual
claims are governed by your specific policy terms, conditions, limits, and exclusions
and are subject to individual claims review by applicable insurer representatives.
Statements concerning legal matters should be understood to be general observations
based solely on our experience as insurance brokers and risk consultants and should
not be relied upon as legal advice, which we are not authorized to provide. All such
matters should be reviewed with the client's own qualified legal advisors in these areas.
Marsh is part of the family of MMC companies, including Kroll, Guy Carpenter, Mercer,
and the Oliver Wyman Group (including Lippincott and NERA Economic Consulting).
Copyright 2010 Marsh Inc. All rights reserved.
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