
ICAP FAQS
Q  What is ICAP?

A  The Iowa Communities Assurance Pool (ICAP or “The Pool”) is a group self-insurance 
 program formed under chapter 670.7 of the Iowa Code. The member-owned Pool 
 provides coverage to nearly 800 Iowa public entities and is acclaimed for broad
 coverage, stable rates and outstanding member services. ICAP is endorsed by the 
 Iowa League of Cities, the Iowa State Association of Counties (ISAC) and the
 Association of Iowa Fairs (AIF).

Q  Why did these programs endorse ICAP?

A  In the mid-1980s, Iowa public entities needed relief from the restrictive coverages 
 and high prices of the standard insurance market. ICAP was established to address 
 these issues. The Pool was later endorsed for the solutions, coverages and services it 
 affords its members.

Q  Why wasn’t ICAP formed as an insurance company?

A  The legislation passed to respond to the insurance crisis enabled Iowa public entities 
 to form group self-insurance programs as an alternative to traditional insurance. 
 Because the participants were public entities, insurance regulation was not required.

Q  Can ICAP qualify as an insurance company doing business in Iowa?

A  Technically, yes. According to KPMG, a national accounting firm, ICAP has more than 
 enough capital to comply with the insurance requirements of any state; however, 
 short of perception, becoming an insurance company would provide few benefits to 
 the Pool. It is more advantageous for ICAP to keep its structure as a pool.

Q  How would becoming an insurance company impact ICAP?  Why isn’t ICAP an
 insurance company?

A  Regulation by the Iowa Insurance Division would cost the Pool a percentage of assets 
 every year. In addition, ICAP would be required to pay State and Federal income tax, 
 the cost of which would decrease the funds available to pay claims and earn
 investment income. Further, insurance companies have a profit motive. ICAP
 does not. As a pool, ICAP can utilize all funds in the service of its members.

Q  Does not being an insurance company impact ICAP members?

A  Absolutely - in a good way! ICAP passes its savings on to its members in the form of  
 member equity returns, surplus distributions, rate stability, complimentary member
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 services, and more! There are a great many advantages to ICAP’s status as a Pool 
 rather than an insurance program. These advantages benefit both the Pool and each 
 and every one of its members.

Q  How does a public entity join ICAP?

A Working through a local insurance agent, an Iowa public entity can take advantage 
 of ICAP’s property or casualty coverage – or both – through the Iowa Risk
 Management Agreement (IRMA). This is the legal document that establishes and
 outlines coverage agreements between each member entity and the Pool. In 
 addition, this document establishes the rules and responsibilities of the Pool, its 
 members, Board of Directors and administrators.

Q  What is the cost of membership?

A  ICAP charges an annual contribution, which is presented prior to anniversary or 
 joining the Pool. This contribution is the cost needed to provide broad, stable
 coverages and services to ICAP members.

Q  If our entity elects to join the Pool, are we members indefinitely? What if we 
 join but then decide we’d like to place our coverage elsewhere?

A  The IRMA stipulates an entity participate in the Pool no less than one year at a time
 (Article XI, 1), but allows every member the option to withdraw at any anniversary 
 (renewal period).

Q  What is the Cumulative Reserve Fund (CRF)?

A  During the first six years of membership, a portion of the amounts a member pays 
 to the Pool as its annual contribution is allocated to the Cumulative Reserve Fund 
 (CRF) as outlined in Article XI of the IRMA. Beginning in the seventh year
  of membership, a portion of the CRF may be returned back to the 
 member in the form of a distribution over the next five years.

 In the unlikely event of withdrawal from the Pool, a member may be eligible to 
 receive a portion of the remaining CRF, provided written notice of possible
 withdrawal is delivered to ICAP at least 60 days prior to anniversary.

Q  What good is the CRF unless I leave the Pool?

A  CRF is the allocation of contribution to a capital account during the first five years
 of membership in the Pool. This capital provides long-term financial strength for 
 ICAP.

 All other contribution dollars paid to the Pool are allocated to budgetary funds that 
 are used for claims, services and general operations of the Pool.

Q  What if a member leaves ICAP? Can the entity leave claims for the remaining 
 ICAP members to pay?
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A  ICAP’s property coverage provides for claims that occurred during a member’s time 
 with the Pool, even if said member has since left ICAP. For casualty coverage, a 
 member assumes responsibility for its claims, reported or unreported per Article XII 
 of the IRMA, upon withdrawal. Remember, provided 60-day notice is given, a
 member may be eligible to receive a portion of the CRF, which could help offset 
 the cost of unsettled claims.

 In the unlikely situation an entity should withdraw from the Pool, it may have the 
 option to purchase coverage for incurred but not reported claims (IBNR) from an 
 insurance company for a charge. It is important to note this coverage will not
 extend to any previously reported, unsettled claims.

Q  So what about claims? If the Pool gets hit with several large claims, can my entity be
 assessed for more money mid-term?

A  No. There is no provision to make adjustments for mid-term deficiencies. ICAP 
 secures reinsurance in order to be prepared for and help fund catastrophic losses.

Q  How does the Pool make up for poor loss years?

A  To date, this has never been an issue (since its inception in 1986, ICAP has never 
 had to change its liability rates); however, in the unlikely event the Pool’s loss 
 experience deteriorates and its budgetary funds are strained, the annual cost for 
 coverage could increase members’ contributions at anniversary. Any need for cash 
 to cure a deficiency caused by mid-term losses would be satisfied through the 
 CRF.  Again, while this option does exist, it has never been an issue to-date.

Q  What if we add vehicles or employees?

A  With public entities, this is a frequent occurrence, and it’s one we are prepared 
 for.  A member’s annual contribution is based on information submitted on the ICAP 
 applications. Provided that information is believed to be accurate and true at the
 time of application, any addition or removal of vehicles and employees will be 
 covered under the member’s current contribution, with no charge until the next
 anniversary. This is true even if an entity has ICAP’s three-year rate guarantee.

Q  And this doesn’t affect coverage for the vehicles, items or employees added?

A  Coverage extends to any mid-term changes or additions the same as it does any 
 vehicles, items or employees that are named at anniversary.

Q  What’s the difference between “occurrence” and “claims-made” coverages?

A  “Occurrence coverage” protects the policyholder for covered claims occurring during 
 the coverage period, without regard to when the claim is reported.
 “Claims-made” coverage applies only to claims reported during the coverage 
 period for claims that occurred during the same period. Claims-made coverage
 generally does not extend to any claim(s) reported after the insured leaves a
 traditional insurance provider. All ICAP coverage is “occurrence coverage” and is not 
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 dependent upon when a claim is made, as long as the entity is still a member of 
 the Pool.

Q  What if our entity decides to leave our current insurance company and join ICAP? 
 What happens to our Errors & Omissions (E&O) and law enforcement liability 
 claims?

A  As long as a claim has been reported, most companies will cover you according to 
 the existing policy. ICAP might also offer “prior acts” coverage for “incurred but
 not reported” exposure(s) left vacant by the claims-made form used by the insurance
 company.

Q  Can we be declined coverage or kicked out of the Pool?

A  Yes, but only when warranted and in the best interest of the Pool’s membership. 
 Over the years, a few entities have been declined continued membership for a 
 variety of underwriting reasons, including poor loss experience, uninsurable
 exposures, or uniquely hazardous exposures, among other things.

 With respect to cancellation, Article XII, 2 permits cancellation of a member by a 
 two- thirds vote of the ICAP Board of Directors. It’s important to note cancellation 
 may occur only at anniversary, and only when the member is provided a 60-day 
 notice of said cancellation. Mid-term cancellation is never possible.

Q  Aside from lower cost and better coverages, what financial benefits are 
 available to members?

A  These are two very important benefits, as is the Cumulative Reserve Fund (CRF). 
 After the first six years of membership, ICAP members become eligible to
 receive a portion of the allocated CRF capital, which may be distributed over the 
 next five years. Additionally, surplus budgetary funds may be returned to members. In 
 its first 30 years of service, ICAP has returned more than $35 million back
 to its membership.

Q An insurance company can non-renew/terminate a claims-made Errors and 
 Omissions (E&O) policy, leaving an entity without coverage for the time it was 
 with them. Does ICAP have the same ability?

A  No. In the unlikely event the ICAP Board of Directors chooses to terminate
 a member’s coverage, the Pool will provide coverage for the period
 of time the entity was a member, as outlined in Article XII of the IRMA.

Q  Does ICAP participate in the state guarantee fund, which can provide an entity 
 coverage in the event it experiences a catastrophic loss and its insurance 
 company goes bankrupt?

A  Because ICAP is not traditional insurance and not regulated by the Iowa Insurance 
 Division, it does not participate in the State Guarantee Fund. This is a good thing!
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 The State Guarantee Fund is capitalized through insurance company payments 
 based on liabilities caused by bankrupt insurance companies and charged back on a 
 pro-rata basis. Because ICAP does not participate in the fund, it doesn’t spend 
 money to pay the claims of companies going bankrupt. This is important for ICAP 
 members; it means the money you put into ICAP stays with the Pool.

 Further, ICAP goes to great lengths to ensure its financial stability for its members. 
 The Pool has received a AAA Rating (Unsurpassed), the highest financial rating 
 available from Demotech, Inc. Also, the Government Finance Officers 
 Association (GFOA) has awarded ICAP a Certificate of Achievement for Excellence in 
 Financial Reporting annually for the past 20 years.
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