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Dear NDIRF Member:

The North Dakota Insurance Reserve Fund is providing this copy of its 2012 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 – and that 

relationship continues to mature and improve.  As this report shows, the effort has been very 

successful over the entire 27-year history of the NDIRF. 

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

Steven L. Spilde

Chief Executive Officer

North Dakota Insurance Reserve Fund
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Membership

The board of directors, management and 
staff of the North Dakota Insurance Reserve 
Fund (NDIRF) are pleased to present this 
report of 2012 business activity.  We are 
certain you will find the information to be 
clear evidence of your role in the NDIRF’s 
success.

All political subdivisions in North Dakota 
are eligible for membership in the NDIRF, 
with the total number of participants 
increasing to 2,557 in 2012.  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)  

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) 

Conferment of Benefits

The NDIRF is proud of its performance over 
the past 27 years and pleased to be able to 
share that success with our members 
through the Conferment of Benefits program.  
Over the past 19 years, the Fund has paid out 
in excess of $58 million in benefits to 
members including a conferment of over $2.1 
million declared for 2012, to be paid in 2013.  
The 2012 Conferment of Benefits is $130,000 
greater than the amount paid in the prior 
year, for reasons explained in the “Premiums 
and Losses”, “Investments” and “Earnings 
and Equity” sections below.  

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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Premiums and Losses

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 3% rise in written 
premium for 2012.  (Fig. 4)

Claim losses decreased somewhat (nearly 8%) from 
the prior year – the loss ratio for 2012 was 53.4% 
(compared to 59.7% in 2011) while the loss ratio for 
all years is 47.5% – which shows that 2012 was a 
higher-than-average year for the NDIRF in terms of 
loss ratio though an improvement over 2011.  Auto 
liability/physical damage and damage to mobile 
equipment claims improved significantly in 2012, 
due in part to a better year regarding winter and 
spring weather compared to 2011.  Substantial 
general liability claim loss, especially in the areas 
of road maintenance and employment relations, 
however, tempered the improvement and kept 2012 
from being as much better as would normally be 
expected given vastly better weather conditions 
compared to the prior year.

The NDIRF brought an additional outside claim 
adjuster to our staff in 2012, recognizing the general 
increase in claim activity in the past several years.  
It’s probably too early to identify a trend, but we 
may well be seeing a “new normal” level of claim 
activity and expense in the years ahead.  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, may be coming into play in this regard.  
Time will tell.

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 2012, the 
NDIRF again presented or sponsored training 
opportunities and resources dealing with 
employment issues. (Figs. 5 and 6)

Investments

The NDIRF’s investment portfolio, as of December 
31, 2012, was distributed 88% in fixed income 
securities; 9% in equity securities; and 3% in cash or 
equivalents.  The quality of the fixed income 
portfolio is high, with an average S&P quality rating 
of AA-. 

The NDIRF investment portfolio provided a 5.1% 
total return in 2012 as compared to 4.0% for the 
prior year.  Investment returns were improved 
somewhat from 2011 due entirely to significantly 
higher total returns from the NDIRF’s equity 
investments – moving from a -7% return in 2011 to 
+11% in 2012.   The NDIRF has steadily maintained 
its equity exposure, even throughout the major 
market plunge of 2008 and early 2009, so we have 
obtained maximum benefit from the equity markets’ 
general recovery over the past several years. 

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. (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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Earnings and Equity

A moderate decrease in claim losses coupled with 
an increase in investment income last year (as 
described above) were very positive developments 
for earnings, as were increased contribution levels 
from new business, resulting in net earnings of over 
$2.7 million in 2012 (an increase of approximately 
55% from the prior year).  (Fig. 8)   

Members’ equity (surplus) moved higher somewhat 
(over 3%) in 2012, to $19.9 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 19 straight 
years – every year since inauguration of the 
program.

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 obligations can be met.  (Fig. 9)

A review of the NDIRF’s entire 27-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)

Training

In 2012, 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:

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

New tools made available through NDIRF support 
in 2012 included a Handbook for City Officials, 
produced by the North Dakota League of Cities.  

Matching funds were provided by the NDIRF, in 
conjunction with an Otto Bremer Foundation grant 
to the ND Association of Counties, for several years 
to assist in development of materials to be made 
available to all political subdivisions for Human 
Resources administration.  Bremer Grant funding 
has concluded but the resources and expertise 
developed under its auspices, augmented by the 
NDIRF’s continuing support, ensures the effort will 
continue.  Online handbooks, in addition to the live 
presentation of HR-related information to local 
government groups, have had a real impact. 
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 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 2012, that effort was significantly 
enhanced by adding a modern, portable driving 
simulator component.  This will make high-quality 
training in this important operational aspect even 
more accessible to local firefighters.
   
All of these tools are intended to assist NDIRF 
members in meeting and dealing successfully with 
the multitude of challenges they encounter.
 

Conclusion

Since commencing operations in 1986, the NDIRF 
has consolidated its claim as the number-one 
provider of dependable risk services to local 
government in North Dakota.  While we reflect on 27 
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. 
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NDIRF Loss Control Representative Doug Griffin is shown 
here speaking at his retirement ceremony from the North 
Dakota National Guard in 2012.  Doug retired as a Master 
Sergeant with 27 years of service and we congratulate 
and thank him for his dedication of time and effort.

Serving our state and nation in the National Guard has 
always been a serious commitment but never more so, in 
the last half-century, than since September 11, 2001. 
Extended deployments and training activities have tested 
these men and women and too many have sacrificed life 
and limb in their service on behalf of North Dakota and 
the United States.  The rest of us can help, in a small way, 
by making the adjustments necessary to accommodate 
duty-absences of our soldiers and airmen.  The NDIRF is 
pleased to acknowledge the efforts of our membership in 
doing so and humbled to recognize the service of National 
Guard personnel.  

The NDIRF has always committed staff and resources to 
participate in the annual conferences and other 
significant events of our member and agent/broker 
statewide associations.  Here, NDIRF Risk Services 
Manager Ross Warner greets visitors to the NDIRF’s exhibit 
booth at the 2012 North Dakota Professional Insurance 
Agents’ annual conference.  Ross has been answering 
questions and sharing information with NDIRF members 
and agents at events like this for over 25 years.

We continue to support and encourage attendance at 
these meetings as they represent excellent opportunities to 
remain fully informed of current, important issues facing 
your entities as well as receive tips that will assist in 
managing the liability and property risks inherent in your 
operations.  An organizational culture that values 
continuing education and training, as offered at these 
conferences and by other means, is one more likely to 
experience fewer situations that result in claims. 
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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 balance sheets of the North Dakota Insurance Reserve Fund as of December 31, 2012 and 
2011, and the related statements of activities and cash flows for the years then ended.  These financial statements are the responsi-
bility of the Fund's management.  Our responsibility is to express an opinion on these financial statements based on our audits.

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 accor-
dance 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 presenta-
tion 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, 2012 and 2011, 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
March 6, 2013
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North Dakota Insurance Reserve Fund 
Balance Sheets 

December 31, 2012 and 2011 
(Dollars in Thousands) 

 
 

2012 2011

Assets

Cash and cash equivalents - Note 3 1,069$               1,462$               
Investments - Note 4 35,262               33,529               
Agents' balances                                             334                    328                    
Interest receivable                                           210                    224                    
Deferred policy acquisition costs - Note 5 485                    473                    
Land, building and equipment, net - Note 6 1,023                 1,080                 
Other assets                                                   38                      39                      

38,421$             37,135$             

Liabilities and Net Assets

Liabilities
Accounts payable 53$                    21$                    
Conferment payable - Note 7 2,114                 1,984                 
Accrued expenses 147                    142                    
Unearned premiums 3,942                 3,850                 
Reserve for losses and loss adjustment expenses 7,913                 7,791                 
Reserve for incurred but not reported losses 4,332                 4,049                 

18,501               17,837               
Net Assets

Unrestricted 19,920               19,298               

38,421$             37,135$             
 

See Notes to Financial Statements
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North Dakota Insurance Reserve Fund 
Statements of Activities 

Years Ended December 31, 2012 and 2011 
(Dollars in Thousands) 

 
 

2012 2011

Revenues
Premiums earned 11,009$             10,705$             

Expenses
Losses and loss adjustment expenses 5,884                 6,393                 
Underwriting and administrative 4,220                 3,951                 

Total expenses 10,104               10,344               

Revenues over Expenses 905                    361                    

Nonoperating Revenues
Investment revenues, net of investment expenses

of $90 and $93 in 2012 and 2011 872                    966                    
Realized and unrealized gains and losses on investments 959                    435                    

Total nonoperating revenues 1,831                 1,401                 

Change in Unrestricted Net Assets 2,736                 1,762                 

Unrestricted Net Assets, Beginning of Year 19,298               19,520               

Conferment Declared (2,114)                (1,984)                

Unrestricted Net Assets, End of Year 19,920$             19,298$             
 

See Notes to Financial Statements
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North Dakota Insurance Reserve Fund 
Statements of Cash Flows 

Years Ended December 31, 2012 and 2011 
(Dollars in Thousands) 

2012 2011

Cash Flows from Operating Activities
Change in net assets 2,736$               1,762$
Adjustment to reconcile change in net assets to 

net cash from operating activities
Depreciation 89                     67
Increase in fair value of investments (959)                  (435)

Changes in assets and liabilities
Agents' balances (6)                      (6)
Interest receivable 14                     22
Deferred policy acquisition costs (12)                    (12)
Other assets 1                       (6)
Losses and loss adjustment expenses 122                   258
Incurred but not reported losses 283                   144
Unearned premiums 92                     93
Accounts payable 32                     (7)
Accrued expenses 5                       11

Net Cash Provided by Operating Activities 2,397                1,891

Cash Flows from Investing Activities
Purchase of investments (30,586)             (38,551)
Proceeds from sale and maturities of investments 29,812              39,673
Purchase of property and equipment (32)                    (68)

Net Cash provided by (used in) Investing Activities (806)                  1,054

Cash Flows from Financing Activities
Conferment paid (1,984)               (2,792)

Net Change in Cash and Cash Equivalents (393)                  153

Cash and Cash Equivalents at Beginning of Year 1,462                1,309

Cash and Cash Equivalents at End of Year 1,069$               1,462$

Schedule of Other Noncash Activities
Conferment Payable 2,114$               1,984$

See Notes to Financial Statements

10
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North Dakota Insurance Reserve Fund 
Notes to Financial Statements 
December 31, 2012 and 2011 

(Dollars in Thousands) 
 
 
Note 1 -  Summary of Significant Accounting Policies 
 
Principal Business Activity 
 
The North Dakota Insurance Reserve Fund (NDIRF) is a non-profit corporation engaged in the underwriting and 
insuring of property and casualty risks.  NDIRF was organized January 1, 1986, and was incorporated on June 5, 
1989.  All political subdivisions in the State of North Dakota are eligible to participate in accordance with the 
North Dakota Century Code (Chapter 26.1- 23.1).  The purpose of NDIRF is to establish a fund for self-insurance 
by the members against various types of property and casualty risks to which they are exposed in the ordinary 
course of their operations.  Political subdivisions may terminate their membership at any time.  Members include 
cities, counties, townships, school districts, fire districts, park districts, ambulance associations, soil conservation 
districts and water districts within the State of North Dakota.  Total membership is 2,557. 
 
Basis of Presentation 
 
The accompanying financial statements have been prepared in conformity with accounting principles generally 
accepted in the United States of America that differ from statutory accounting practices prescribed or permitted 
for insurance companies by regulatory authorities. 
 
Concentration of Credit Risk 
 
The Fund’s cash balances are maintained in various bank deposit accounts and typically the Fund has deposits in 
excess of federally insured limits. 
 
Concentration of credit risk with respect to agents’ balances is related principally to agents located within North 
Dakota.  The Fund performs periodic credit evaluations of its agents’ financial condition and generally does not 
require collateral.  Receivables are generally due in 30 days. 
 
Investments  
 
Investments are reported at fair value.  All investment income, including changes in the fair value of investments, 
is recognized in the statement of activities. 
 
Declines in the fair value of investments below their cost that are deemed to be other than temporary are reflected 
in earnings as realized losses.  In estimating other-than-temporary impairment losses, management considers (1) 
the length of time and the extent to which the fair value has been less than cost, (2) the financial condition and 
near-term prospects of the issuer, and (3) the intent and ability of the Fund to retain its investment in the issuer for 
a period of time sufficient to allow for any anticipated recovery in fair value. 
 
Fair Value Measurements 
 
The Fund has determined the fair value of certain assets and liabilities in accordance with the provisions of ASC 
820, Fair Value Measurement and Disclosures, which provides a framework for measuring fair value under 
generally accepted accounting principles. 

(Continued on next page)
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North Dakota Insurance Reserve Fund 
Notes to Financial Statements 
December 31, 2012 and 2011 

(Dollars in Thousands) 
 
 
ASC 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a liability 
(an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction 
between market participants on the measurement date. ASC 820 requires that valuation techniques maximize the 
use of observable inputs and minimize the use of unobservable inputs. ASC 820 also establishes a fair value 
hierarchy, which prioritizes the valuation inputs into three broad levels. 
 
Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity 
has the ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included 
within Level 1 that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related 
to the asset or liability. 
 
Agents’ Balances and Credit Policy 
 
Agents’ balances are uncollateralized obligations due under normal trade terms requiring payment within 15 days 
from the month-end statement date. The balances are non-interest bearing.  Payments are applied to the earliest 
unpaid invoices. Management reviews agents’ balances on a regular basis and charges operations for those 
considered uncollectible. All remaining agents’ balances are considered collectible. 
 
Recognition of Premium Revenue and Related Expenses 
 
Premiums are earned principally on a pro-rata basis over the lives of the policies.  Unearned premiums represent 
the portion of premiums written applicable to the unexpired terms of policies in force. Related expenses 
associated with the unearned premiums are recognized as deferred policy acquisition costs and amortized over the 
lives of the policies. 
 
Land, Building and Equipment 
 
Equipment and building are stated at cost.  The Fund capitalizes equipment and building purchases in excess of 
$1,000. Depreciation is computed using the straight-line method over the following estimated useful lives: 
 

Equipment                                                 3-10 years
Building 3-30 years  

 
Insurance Liabilities 
 
The liability for losses, loss-adjustment expenses and incurred but not reported losses includes an amount 
determined from loss reports and individual cases and an amount, based on past experience, for losses incurred 
but not reported.  Such liabilities are necessarily based on estimates and, while management believes that the 
amount is adequate, the ultimate liability may be in excess of or less than the amounts provided.  The methods for 
making such estimates and for establishing the resulting liability are continually reviewed, and any adjustments 
are reflected in earnings currently.  The reserve for losses and loss-adjustment expenses is reported net of 
receivables for salvage and subrogation. 
 

(Continued on next page)
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North Dakota Insurance Reserve Fund 
Notes to Financial Statements 
December 31, 2012 and 2011 

(Dollars in Thousands) 
 
 
Income Taxes 
 
A ruling was received from the Internal Revenue Service (IRS) stating the income of the Fund is excludable for 
tax purposes from gross income under Section 115 of the Internal Revenue Code. However, it should be noted 
that the IRS also stated that no opinion is expressed as to the federal income tax consequences or whether the 
Fund is an insurance company for federal tax purposes. As a result, no provision for income taxes has been 
provided for. As of December 31, 2012, the unrecognized tax benefit accrual was zero. 
 
The Company will recognize future accrued interest and penalties related to unrecognized tax benefits in income 
tax expense if incurred. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period.  Actual results could differ from those estimates. 
 
Cash Equivalents 
 
The Fund considers all highly liquid investments purchased with a maturity of three months or less to be cash 
equivalents. 
 
Advertising 
 
Marketing costs are expensed as incurred.  Marketing expense was $414 and $377 for the years ended December 
31, 2012 and 2011. 
 
Subsequent Events 
 
The Fund has evaluated subsequent events through March 6, 2013, the date which the financial statements were 
available to be issued. 
 
 
Note 2 -  Unrestricted Net Assets 
 
Unrestricted net assets are comprised entirely of membership equity surplus. 
 

(Continued on next page)
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North Dakota Insurance Reserve Fund 
Notes to Financial Statements 
December 31, 2012 and 2011 

(Dollars in Thousands) 
 
 
Note 3 -  Cash and Cash Equivalents 
 
Cash and cash equivalents are comprised of the following at December 31, 2012 and 2011: 
 

2012 2011

Cash 446$                  596$                  
Money market 623                    866                    

1,069$               1,462$               
 

Note 4 -  Investments and Fair Value of Assets and Liabilities 
 
The cost and fair value of investments measured at fair value on a recurring basis at December 31, 2012 and 2011, 
follows: 
 

Fair Fair
Cost Value Cost Value

Fixed Maturities
Corporate bonds 17,719$             18,691$             14,201$             14,790$             
U.S. government securities 12,974               13,202               15,406               15,714               

30,692               31,893               29,607               30,504               

Marketable Equity Securities
Mutual funds 1,872                 2,063                 1,217                 1,228                 
Stocks 1,194                 1,306                 1,654                 1,797                 

3,066                 3,369                 2,871                 3,025                 

33,758$             35,262$             32,478$             33,529$             

2012 2011

 
 

(Continued on next page)
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North Dakota Insurance Reserve Fund 
Notes to Financial Statements 
December 31, 2012 and 2011 

(Dollars in Thousands) 
 
 
The related fair values of these assets and liabilities are determined as follows: 
 

Other
Quoted Prices in Observable Unobservable
Active Markets Observable Inputs

(Level 1) (Level 2) (Level 3)
December 31, 2012

Mutual funds 2,063$               -$                       -$                       
Stocks 1,306                 -                         -                         
Corporate bonds -                         18,691               -                         
U.S. government securities -                         13,202               -                         

Total assets 3,369$               31,893$             -$                       

December 31, 2011

Mutual funds 1,228$               -$                       -$                       
Stocks 1,797                 -                         -                         
Corporate bonds -                         14,790               -                         
U.S. government securities -                         15,714               -                         

Total assets 3,025$               30,504$             -$                       

The fair value for mutual funds and stocks is determined by reference to quoted market prices. The fair value for 
corporate bonds, U.S. government securities, and certificates of deposit is determined by reference to quoted 
prices for similar assets in active markets or quoted prices for identical or similar instruments in markets that are 
not active. 
 
Major categories of net investment income, follows: 
 

2012 2011

Fixed maturities 882$                  988$                  
Marketable equity securities 76                      66                      
Cash and cash equivalents 4                        5                        

962                    1,059                 
Investment expenses (90)                     (93)                     
Gain (loss) on sale and maturity of investments 507                    115                    
Increase in fair value of investments 452                    320                    

1,831$               1,401$               

As of December 31, 2012 and 2011, investments with a fair value of approximately $1,304 and $1,793 were 
pledged to the North Dakota Insurance Department. 

(Continued on next page)
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North Dakota Insurance Reserve Fund 
Notes to Financial Statements 
December 31, 2012 and 2011 

(Dollars in Thousands) 
 
 
Note 5 -  Deferred Policy Acquisition Costs 
 
Deferred policy acquisition costs consist of unearned commissions which have been paid to agents. These costs 
are amortized as a percent of unearned premiums in the same ratio as the percent of written premiums.  
Amortization in 2012 and 2011 was $1,359 and $1,320. 
 
 
Note 6 -  Land, Building and Equipment 
 
Depreciation charged to operations was $89 and $67 in 2012 and 2011, respectively. 
 

2012 2011

Equipment 580$                  795$                  
Building 1,099                 1,077                 
Land 215                    215                    

1,894                 2,087                 
Less accumulated depreciation (871)                   (1,007)                

1,023$               1,080$               
 

 
Note 7 -  Conferment Payable 
 
During 2012 and 2011, the Board of Directors elected to confer benefits to the participating members of the Fund. 
The amount of benefits allocated to a specific member is based upon a pro-rata share of the total benefit to be 
conferred. The benefits conferred for the years ended December 31, 2012 and 2011, were $2,114 and $1,984. 
 
 
Note 8 -  Employee Benefit Plans 
 
Profit Sharing Plan 
 
The Fund has a qualified profit-sharing plan which covers all employees who meet eligibility requirements. The 
Fund's contribution to the plan is at the sole discretion of the employer. The contributions become 100 percent 
vested once disbursed to the plan.  The Fund's contributions for 2012 and 2011 were $136 and $134. 
 
Deferred Compensation Plan 
 
The Fund has an elective employees' deferred compensation plan for substantially all employees.  The plan 
qualifies as a deferred arrangement under Section 457 of the Internal Revenue Code.  The plan allows employees 
to contribute up to the maximum allowable by law per year.  These contributions are not subject to federal income 
taxes.  The deferred compensation is not available to employees until termination, retirement, death or 
unforeseeable emergency.  Beginning January 1, 2009, the Fund began matching contributions up to 2.5% of 
gross wages for all participating employees. The Fund’s contributions for 2012 and 2011 were $40 and $29, 
respectively.

(Continued on next page)
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Note 9 -  Related Parties 
 
The Fund sponsors seminars, special projects, and advertising for Associations whose members are eligible to 
participate in the Fund. Certain of these Associations’ Executive Directors or Board members are members of the 
Fund’s Board of Directors. This would include the North Dakota Association of Counties, North Dakota League 
of Cities, North Dakota Recreation and Parks Association, and North Dakota School Board Association.  In 2012 
and 2011 the total amount paid to the related parties for these types of services was $203 and $194. 
 
 
Note 10 -  Statutory Net Income and Membership Equity 
 
Accounting principles generally accepted in the United States of America differ in certain respects from the 
accounting practices prescribed or permitted by insurance regulatory authorities (statutory basis). Statutory net 
income was $2,262 and $1,412 in 2012 and 2011, and statutory surplus was $18,163 and $17,850 at December 
31, 2012 and 2011. 
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P O  B OX  2 2 5 8

B I S M A R C K ,  N D  5 8 5 0 2 - 2 2 5 8  

N D  WAT S :  1 . 8 0 0 . 4 2 1 . 1 9 8 8  

P H O N E :  1 . 7 0 1 . 2 24 . 1 9 8 8

FA X :  1 . 7 0 1 . 2 24 . 0 6 0 9

W W W. N D I R F.C O M

M I S S I O N  S T A T E M E N T
To be a stable source of risk services to public entities using sound business practices.


