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Dear NDIRF Member:
The North Dakota Insurance Reserve Fund
(NDIRF) is providing this copy of its 2017 Annual
Report to inform you of the Fund’s activities and
financial performance in the past year.
The NDIRF operates with a goal of providing a
stable source of risk services to North Dakota’s
political subdivisions. It is because of the efforts
of NDIRF members, and the local agents who
provide service to those members, that the
NDIRF has been able to meet that goal for the
past 32 years. In this report, we will describe some
of the activities showing those efforts in action. As
you will see, the collaboration between the NDIRF
and its members is truly unique and just another
reason why the NDIRF remains the best risk
financing option available to North Dakota’s local
governmental entities.
The past 32 years have certainly not been without
challenges, most recently the significant uptick
in loss activity over the past 3-4 years. While the
increase in loss activity was expected and prepared
for, seeing that expectation come to fruition
was nevertheless unnerving. I can confidently

communicate to you that the NDIRF remains
in very strong financial health and the following
report will provide more detail to elaborate on that
statement. If you would like additional information
beyond what is included in this report, the 2017
audited financial statements are available on the
NDIRF website at www.ndirf.com/ndirf-info/
financials.
Last, but certainly not least, I would like to thank
former CEO Steve Spilde for his contributions to
the NDIRF during his 25 year tenure. The NDIRF
would not be the organization it is today without
the efforts of Steve and I am sure you will join the
NDIRF Board of Directors and staff in wishing
him well in his retirement.
On behalf of the Board of Directors and staff,
thank you for your continued participation in the
NDIRF.
Sincerely,
Brennan Quintus
Chief Executive Officer
North Dakota Insurance Reserve Fund

MEMBERSHIP

CONFERMENT
OF BENEFITS

All political subdivisions in North Dakota
are eligible for membership in the NDIRF.
Distribution of NDIRF membership by entitytype covers the broad spectrum of all categories
of local government and the relative premium
distribution among them has remained very stable
historically. (Fig. 1)

The NDIRF is pleased to be able to share its good
years with its members through the Conferment
of Benefits program. Over the past 24 years,
since instituting this program, the Fund has paid
out over $61.5 million in benefits to members.
While we understand this to be a valued feature of
membership in the NDIRF, due to the volume of
loss activity over the past few years, the NDIRF
surplus growth has not kept pace with the levels
required to declare a conferment of benefits to
NDIRF members. So, unfortunately, the NDIRF
Board of Directors did not declare a conferment
of benefits for 2017. With that being said, the
NDIRF maintains very strong financial health.
The conferment of benefits is not reflective of the
NDIRF’s financial health, overall, but reflective of
the NDIRF’s annual surplus level in relation to the
surplus level requirement to declare a conferment
of benefits set by the NDIRF Board of Directors
in the Board Policy Manual. The NDIRF maintains
over $19 million in surplus which significantly
exceeds the level required to meet a 90%
confidence level in the opinion of the NDIRF’s
actuarial consultant.

In 2017, 2,556 local governmental entities
participated in the NDIRF. This number means
that well over 90% of the entities eligible for
membership have become part-owners of the
NDIRF through their purchase of coverage. (Fig. 2)
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Fig. 1 - Member Premium Distribution
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Fig. 2 - NDIRF Membership
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PREMIUMS
AND LOSSES
Unlike the tendency of commercial insurance
pricing to sometimes vary dramatically from
year to year, the NDIRF’s rates have historically
remained quite stable. For example, we did not
react immediately to dramatically increased claim
loss in 2015 and 2016 with a general rate increase –
the NDIRF staff chose to review an additional year
of experience (2017) to better determine whether
2015 and 2016 incurred losses were an anomaly
or if the results of those years represented a trend
in the making. During 2017, however, NDIRF
underwriting continued the process of evaluating
individual member contributions based on specific
member characteristics and claims activity. Loss
experience adjustments and the rising value of
covered autos and property, in large part, provided
approximately a 7% rise in net written premium for
2017. (Fig. 3)

a 54% loss ratio and Public Assets losses finished
2017 at $543,000 producing a loss ratio just under
33%.
The more serious claims (claims reserved at
$10,000 or higher) open at any point in time
continue to be higher than average, highlighting
the trend toward a consistently higher level of
claim activity and expense. The significant increase
in population North Dakota has experienced in a
relatively short time, while very beneficial to our
state in many ways, continues to be a significant
contributor to NDIRF loss activity.

Losses in 2017 fell significantly from 2016, down
to a level in line with 2015 loss activity. (Fig. 4)
The NDIRF experienced $8.6 million in total
losses which produced a loss ratio of just over 62%.
(Fig. 5) Liability losses contributed significantly to
the overall total loss amount with over $5 million
in losses and a 77% loss ratio. Law enforcement,
contractual dispute, and employment-related claim
activity continue to lead to the high Liability loss
ratio and will continue to be addressed through
NDIRF loss control activity. Automobile and
Public Assets loss activity were at a much more
palatable level, which can, in part, be attributed to
the NDIRF emphasis on Automobile and Public
Assets loss control activity through Defensive
Driving courses and other loss control programs.
Automobile losses came in at $3.1 million producing
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Fig. 3 - Net Written Premium
[in thousands]

2

20

2,000

0

2013 14 15 16 17

Fig. 4 - Losses
[in thousands]

0

2013 14 15 16 17

Fig. 5 - Loss Ratios

INVESTMENTS
The NDIRF’s investment portfolio, as of
December 31, 2017, was distributed 82% in
fixed income; 15% in equities; and 3% in cash
or equivalents. The quality of the fixed income
portfolio is high, with an average S&P quality
rating of AA/A.
Overall, the NDIRF investment portfolio
provided a 5.4% total return in 2017 as compared
to 3.1% for the prior year. Fixed income
investment returns (2.7%) increased from 2016’s
2.2% while significantly higher returns from the
NDIRF’s equity investments – moving from a
9.2% return in 2016 to 24.3% in 2017 – helped
the total portfolio return establish a significant
improvement over last year. 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 and expansion since 2008.
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. 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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EARNINGS
AND EQUITY
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With loss levels dropping significantly and
premiums rising due to member claim experience
and increased automobile and equipment values,
the NDIRF ended 2017 with a net income of over
$1.96 million. (Fig. 6)
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Fig. 6 - Net Earnings
[in thousands]

Members’ equity increased to approximately
$19.7 million. The gradual addition to members’
equity from 2009-2014 – in recognition of
the possibility of an eventual increase in claims
due to population growth - was designed to
provide continued strength and stability of
members’ equity, even as the NDIRF found it
necessary to use some of it in 2016 to offset the
unprecedented loss activity. Fortunately, 2017’s
financial results allowed for much of the reduction
in 2016 to be replenished. With continued
success, the NDIRF members’ equity levels will
again fall back in line with levels that will allow for a
conferment of benefits.
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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. 7)
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A review of the NDIRF’s entire thirty-two 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. 8 and 9)
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TRAINING
In 2017, 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:

The NDIRF also continues to support the North
Dakota Local Technical Assistance Program
(NDLTAP) in their efforts to educate local officials
and employees regarding road maintenance
and signage. In addition to funding, the NDIRF
also provides support through loss control
representative, Mark Verke, pictured on the
next page of this report receiving the friends of
NDACE (North Dakota Association of County
Engineers) award.

• Defensive driving
• Employment practices
• Road maintenance
• Law enforcement liability
• Playground safety
• Special coverage issues for specific member
groups

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

CONCLUSION

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 2017.
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.

Since commencing operations in 1986, the NDIRF
has consolidated its claim as the stable source of
risk services to local government in North Dakota.
Over the past 32 years, the NDIRF has proven its
ability to meet a critical need for our members. As
you have seen from this report, even though the
prior few years have been challenging, the NDIRF
and its staff are positioned very well to continue to
be the provider of dependable risk services to North
Dakota’s political subdivisions well into the future.
We look forward to working with our members to
build upon the strength and stability that the past
32 years have created.

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, including the use of driving simulators. In
2017, this effort continued to grow and resulted
in training opportunities for North Dakota
firefighters at locations convenient to them.
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NDIRF Loss Control Representative, Mark Verke,
is pictured here receiving the Friends of the
NDACE award. Through NDIRF loss control
staff and the partnership with the NDLTAP, the
NDIRF provides road maintenance and signage
training to hundreds of officials and employees
of North Dakota’s political subdivisions.
The NDIRF partnered with the Grand Forks
Police Department to bring the “Below 100”
training program to North Dakota. The NDIRF
has always taken the law enforcement exposure
seriously and we will continue to look for ways to
bring meaningful training to our members.

The NDIRF continues to partner with the North
Dakota Firefighter’s Association to provide
emergency vehicle operations training to
hundreds of firefighters in ND. In this picture,
you are able to see the driver simulator training
in action.

NDIRF Loss Control Representative, Mark Verke,
is pictured here receiving the President’s
Award from the North Dakota Township
Officers Association (NDTOA). The NDIRF
and the NDTOA have a strong partnership
providing training to township officers
throughout North Dakota.
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BOARD OF
DIRECTORS

AND MEMBER AFFILIATION

Burdell Johnson
Chairperson
Others

Randy Bina
Chairperson Elect
Others

Blake Crosby
Cities

Mark Johnson
Counties

Shawn Kessel
Cities

Mike Lautenschlager
Schools

Cindy Schwehr
Counties

Bruce Strinden
Counties

Chris West
Cities

Independent Auditor’s Report

The Board of Directors
North Dakota Insurance Reserve Fund
Bismarck, North Dakota
Report on the Financial Statements
We have audited the accompanying financial statements of the North Dakota Insurance Reserve Fund,
which comprise the balance sheets as of December 31, 2017 and 2016, and the related statements of
activities and cash flows for the years then ended and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements 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 entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the North Dakota Insurance Reserve Fund as of December 31, 2017 and 2016, and
the results of its changes in net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Fargo, North Dakota
February 28, 2018

North Dakota Insurance Reserve Fund

Balance Sheets
December 31, 2017 and 2016
(Dollars in Thousands)

2017

2016

Assets
Cash and cash equivalents - Note 3
Investments - Note 4
Agents' balances
Interest receivable
Deferred policy acquisition costs - Note 5
Land, building and equipment, net - Note 6
Other assets

$

1,403
39,123
456
218
628
668
221

$

1,235
37,025
435
231
589
734
185

$

42,717

$

40,434

$

23
1
151
5,084
11,743
5,982
22,984

$

23
1
149
4,770
12,169
5,555
22,667

Liabilities and Net Assets
Liabilities
Accounts payable
Conferment payable - Note 7
Accrued expenses
Unearned premiums
Reserve for losses and loss adjustment expenses
Reserve for incurred but not reported losses
Net Assets
Unrestricted

19,733
$

See Notes to Financial Statements

42,717

17,767
$

40,434
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North Dakota Insurance Reserve Fund

Statements of Activities
Years Ended December 31, 2017 and 2016
(Dollars in Thousands)
2017

Revenues
Premiums earned

$

Expenses
Losses and loss adjustment expenses
Underwriting and administrative
Total expenses
Expenses over Revenues

Total nonoperating revenues
Change in Unrestricted Net Assets
Unrestricted Net Assets, Beginning of Year

See Notes to Financial Statements

13,928

$

$

13,058

8,664
5,350

11,552
5,121

14,014

16,673

(86)

Nonoperating Revenues
Investment income, net of investment expenses
of $97 and $92 in 2017 and 2016, respectively
Realized and unrealized gains on investments, net

Unrestricted Net Assets, End of Year

2016

(3,615)

920
1,132

921
219

2,052

1,140

1,966

(2,475)

17,767

20,242

19,733

$

17,767
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North Dakota Insurance Reserve Fund

Statements of Cash Flows
Years Ended December 31, 2017 and 2016
(Dollars in Thousands)
2017

Cash Flows from Operating Activities
Change in net assets
Adjustment to reconcile change in net assets to
net cash from operating activities
Depreciation
Loss on disposal of equipment
Realized and unrealized gain on
investments
Changes in assets and liabilities
Agents' balances
Interest receivable
Deferred policy acquisition costs
Other assets
Losses and loss adjustment expenses
Incurred but not reported losses
Unearned premiums
Accounts payable
Accrued expenses

$

$

Net Cash used in Investing Activities
Cash Flows from Financing Activities
Conferment paid
Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

(1,132)

(219)

(21)
13
(39)
(36)
(426)
427
314
2

(27)
(14)
(39)
(103)
2,440
623
302
2
6
577

(11,884)
10,917
(5)

(14,056)
13,336
(24)

(972)

(744)

-

(69)

168

(236)

1,235
$

(2,475)
76
5

1,140

Cash Flows from Investing Activities
Purchase of investments
Proceeds from sale and maturities of investments
Purchase of property and equipment

See Notes to Financial Statements

1,966
72
-

Net Cash provided by Operating Activities

Cash and Cash Equivalents at End of Year

2016

1,403

1,471
$

1,235
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MISSION
To be a stable source of risk services to public entities,
using sound business practices.
NORTH DAKOTA
INSURANCE
RESERVE FUND

P.O. Box 2258 | Bismarck, ND 58502-2258
ND WATS: 800.421.1988 | Phone: 701.224.1988 | Fax: 701.224.0609
www.ndirf.com

