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NORTH DAKOTA
— INSURANCE —

RESERVE FUND

protecting the public trust

Steven Spilde
Chief Executive Officer
North Dakota Insurance Reserve Fund

Dear NDIRF Member:
The North Dakota Insurance Reserve Fund is providing this copy of its 2013 Annual Report to inform you
of the Fund’s activities and financial performance in the past year.
The NDIRF attributes great value to the participation of its members and their local servicing agents
in our cooperative enterprise, not only through their providing of financial contributions in exchange
for coverage but also working together with us to keep liability and property risk costs to North Dakota
political subdivisions at a reasonable level. As this report shows, the effort has been worth it – leading
to a very successful 28-year history of the NDIRF.
Many of us “of a certain age” have spent nearly our entire careers managing, in one way or another and
almost no matter what our vocation, the effects of genteel decline caused by outmigration and an ageing
population in North Dakota. It comes, then, as an unexpected pleasure to have that situation reversed
completely to an era of dealing with burgeoning growth.
Since the Bakken boom began in earnest in 2007, North Dakota has gained over 85,000 people according
to census estimates – it’s as if we’ve added the equivalent of the 2007 versions of Devils Lake, Dickinson,
Jamestown, Mandan, Valley City and West Fargo in less than seven years. And, most of these new
North Dakotans are an active cohort of younger adults. It’s not surprising that this sudden change of
circumstances carries with it a few problems, and we discuss some of that in this report, but on the
whole these are exciting times to be in business in North Dakota.
On behalf of the board of directors and staff, I thank you for your past support and your continued
participation as we meet the new challenges and opportunities of growth in the years to come.

Sincerely,

Steven L. Spilde
Chief Executive Officer
North Dakota Insurance Reserve Fund

Membership
The board of directors, management
and staff of the North Dakota
Insurance Reserve Fund (NDIRF) are
pleased to present this report of 2013
business activity. We are certain you
will find the information to be clear
evidence of your role in the NDIRF’s
success.
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All political subdivisions in North
Dakota are eligible for membership
in the NDIRF, with the total number
of participants at 2,555 in 2013. This
means that well over 90% of the entities
eligible for membership have become
part-owners of the NDIRF through
their purchase of coverage. (Fig. 1)
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Fig. 1 NDIRF Membership

Distribution of NDIRF membership by
entity-type covers the broad spectrum
of all categories of local government
and the relative premium distribution
among them has remained quite stable
historically. (Fig. 2)
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Conferment of Benefits
The NDIRF is proud of its performance
over the past 28 years and pleased to
be able to share that success with our
members through the Conferment of
Benefits program. Over the past 20
years, the Fund has paid out in excess
of $60 million in benefits to members
including a conferment of nearly $1.6
million declared for 2013, to be paid in
2014. The 2013 Conferment of Benefits
is approximately $500,000 less than
the amount paid in the prior year, for
reasons explained in the “Premiums
and Losses”, “Investments” and
“Earnings and Equity” sections below.
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Fig. 2 MEMBER PREMIUM DISTRIBUTION
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The Conferment of Benefits program
results in a significant and real
reduction of the actual cost to NDIRF
members of financing liability and
property risks for local government in
North Dakota. (Fig. 3)
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Fig. 3 TOTAL BENEFITS CONFERRED
(in thousands)
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Premiums and Losses

Investments

Unlike the tendency of commercial insurance pricing
to sometimes vary dramatically from year to year,
the NDIRF’s annual written premium has remained
quite stable – a feature we believe adds significant
value for our local government members. Addition
of new members and the increasing value of
covered property were primary drivers in providing
approximately a 4.5% rise in written premium for
2013. (Fig. 4)

The NDIRF’s investment portfolio, as of December
31, 2013, was distributed 87% in fixed income
securities; 11% in equity securities; and 2% in cash
or equivalents. The quality of the fixed income
portfolio is high, with an average S&P quality rating
of AA-.
Overall, the NDIRF investment portfolio provided a
2.0% total return in 2013 as compared to 5.1% for the
prior year. Fixed income investment returns (-.4%)
were down markedly from 2012 due to increased
interest rates while significantly higher total returns
from the NDIRF’s equity investments – moving
from an 11% return in 2012 to over 26% in 2013 –
helped keep total returns in positive territory. The
NDIRF has steadily maintained its equity exposure
throughout the (sometimes dramatic) market swings
of the past, so we have obtained maximum benefit
from the equity markets’ general recovery over
recent years.

Claim losses for 2013 were as close to identical
compared to the prior year as we are ever likely to
experience (up $5,000) – but the loss ratio for 2013
improved to 51.5% (compared to 53.4% in 2012)
due to the increase in written premium described
above. The loss ratio for all years is 47.7%, which
shows that 2013 was a higher-than-average loss
ratio year for the NDIRF. Auto Liability/Physical
Damage claims increased slightly (up $60,000 / 2%)
while damage to Public Assets (primarily mobile
equipment) claims increased dramatically in 2013
(up $590,000 / 300%). A substantial decrease in
General Liability claim loss (down $650,000 / 20%)
tempered the Auto and Public Assets losses and kept
2013 nearly level with the prior year in terms of total
loss incurred.
The addition of another outside claim adjuster to
our staff in 2012, recognizing the general increase in
claim activity in the past several years, has proven to
have been timely. The trend toward a “new normal”
(higher) level of claim activity and expense continued
in 2013 as the significant increases in population
and economic activity we have experienced in a
relatively short time, while entirely welcome and
very beneficial to our state, are likely to be coming
into play in this regard.

Reporting the NDIRF’s investment portfolio at
market value, especially the fixed-income portion
(as has been required since 1998), rather than at
amortized cost can result in wide variations of
investment income, as in 2013. (Fig. 7) A strategy of
including and maintaining a limited equity exposure
in the portfolio has proven quite effective over time,
as a relatively small equity position frequently
tends to counterbalance significant unrealized
fixed-income market swings caused principally by
fluctuating interest rates.
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Employment practices litigation is always a subject
of concern to NDIRF because of the potential for
claims to exceed statutory caps on damages that
apply to most other liability claims. We want
to be sure that Fund members are aware of the
actual and potential costs related to this risk so,
in 2013, the NDIRF again presented or sponsored
training opportunities and resources dealing with
employment issues. (Figs. 5 and 6)
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Fig. 4 WRITTEN PREMIUM
(in thousands)
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Fig. 5 LOSSES
(in thousands)
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Fig. 6 LOSS RATIOS
(in percent)
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Fig. 7 INVESTMENT YIELD RATIOS
(in percent)
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Fig. 8 NET EARNINGS
(in thousands)
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Fig. 10 28-YEAR END REVENUES
(in thousands)
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Fig. 11 28-YEAR BALANCE SHEET
(in thousands)
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Fig. 9 MEMBER’S EQUITY
(in thousands)

Earnings and Equity

New tools made available through NDIRF support
in 2013 included a Municipal Laws Handbook for
City Officials, produced by the North Dakota League
of Cities, and a road sign manual produced by the
North Dakota LTAP with NDIRF’s assistance.

A nearly identical total in claim losses coupled
with a decrease in investment income last year (as
described on page 2) were negative developments
for earnings but were partially offset by increased
contribution levels, resulting in net earnings of over
$1.7 million in 2013 (a decrease of approximately
36% from the prior year). (Fig. 8)

Development and maintenance of online handbooks
regarding employment practices and procedures,
in addition to the live presentation of HR-related
information to local government groups, have had
a real impact and continued to be supported by the
NDIRF in 2013. Internet-available documents are
hosted on the NDIRF’s website, regularly updated
and linked to the websites of statewide political
subdivision associations such as the ND Association
of Counties, ND League of Cities, ND Recreation &
Parks Association and ND School Boards Association.

Members’ equity (surplus) moved slightly higher
(less than 1%) in 2013, to $20.1 million. The fiscal
policies of the Fund are designed to provide
continued strength and stability of members’
equity now and in future years, even while NDIRF
participants have enjoyed the returns of the
Conferment of Benefits program for 20 consecutive
years – every year since inauguration of the program.

Since 2009, the NDIRF has been committed to a
partnership with the North Dakota Firefighter’s
Association to bring emergency vehicle operations
training to firefighters on a regional-availability
basis. In 2013, this effort was significantly enhanced
by adding a second portable driving simulator,
which will make high-quality training in this
important operational aspect even more accessible
to local firefighters.

The Fund’s consulting actuaries indicate that
the current level of members’ equity provides an
outstanding confidence level (well in excess of 90%)
that all expected future obligations can be met. (Fig. 9)
A review of the NDIRF’s entire 28-year history
regarding total revenues, net earnings, total
assets and members’ equity provides a graphic
representation of the growth, maturity and overall
success enjoyed by the NDIRF and its membership.
(Figs. 10 and 11)

All of these tools are intended to assist NDIRF
members in meeting and dealing successfully with
the multitude of challenges they encounter.

Training

Conclusion

In 2013, the NDIRF continued its commitment to
assist members in controlling their cost of risk
through appropriate training opportunities. This
effort was substantial and included providing
information and assistance to thousands of officials
and employees of Fund members on the following
subjects:
•
•
•
•
•
•

Since commencing operations in 1986, the NDIRF has
consolidated its claim as the provider of dependable
risk services to local government in North Dakota.
While we reflect on 28 years of meeting a critical
need for our members, and address the new
challenges presented each year, we also look forward
to building together on this tradition of excellence.

Defensive driving
Employment practices
Road maintenance
Law enforcement liability
Playground safety
Special coverage issues for specific member groups
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Proper road signing and maintenance are always important issues and risk
factors for the NDIRF and its members. Although media attention regarding
these matters (especially maintenance) has been on oil country lately, the
increased size of agricultural equipment and farm trucks using county and
township roadways everywhere in the state also presents a challenge. A bit of
local ingenuity is shown here, as grass and debris are swept away and gravel
pulled toward the center of a farm-to-market road.

In only a very few years, a
number of NDIRF members
have been faced with
needing to ramp up their
operations from a level that
might have been handled
by a facility such as the one
shown at left to a pace that
requires an infrastructure
investment
more
like
that shown at right. This
contrast also symbolizes,
to a degree, the increased
liability and property risks
attendant to rapid growth.

From west to east, north to south and in all the corners, North Dakota has been on the move forward in recent years and these are
exciting times, including for local governments as they strive to provide the services so necessary for continuing success.
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Board of Directors
and Member Affiliation

Tom Larson
Chairperson
Cities

Bruce Strinden
Chairperson Elect
Counties

Randy Bina
Others

Burdell Johnson

Mark Johnson

Shawn Kessel

Schools

Counties

Cities

Rod Landvlom

Cindy Schwehr

Connie Sprynczynatyk

Others

Counties

Cities
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MISSION

To be a stable source of risk ser vices to public entities
using sound business practices.

PO BOX 2258
BISMARCK, ND 58502-2258
ND WATS: 800.421.1988
PHONE: 701.224.1988
FAX: 701.224.0609
WWW.NDIRF.COM

