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2001 I IOUSE ST/\NDINO COMMITTEE MINUTl·'.S 

BILL/Rl•:SOLlJTION NO, I IB 1303 

I louse Industry, Business un<l Luhor Con11nillcc 

□ Conforcncc Committee 

I lcurlng Dutu .Jun 29, 2001 

Minutes: Chail'mun R, Berg, Ykc-Chuir (i. Keiser, cp. M, l·:kstrnm, Rcp. R. Froelich, Rep. G, 

Ft'osclh, Rep. R. Jensen, Rep. N. Johnson, Rep . .I. Kasper, Rep. M. Klein, Rep. Koppang, 

Rep, D. Lemieux, Rep. B. Pietsch, Rep, D, Ruby, Rep. D. Scvcrson, Rep. 1~. Thorpe. 

Rcprcscntutivcs Monson un<l Nicholns: We introduce this hill and urc in support of amendments. 

insurance Com1rdssionc1· Jim Poolmun: This bill allows to open up county mutuals to not have a 
limited number of counties in which to do business with, Current statute allows l'or 
business in 20 counties, this bill opens this up and docs not put u limit on the amount of 
counties in which to do business. Our amendments limit to 30 1.·0untics and if the county 
mutual wants to go furlhcr it will be up to the lnsurnnce Commissioner. We'd also like lo 
add reporting conditions to include financial information, We'd ulso like the Insurance 
Commission to be able to audit and require a $50,000 reserve requirement. 

R. Froscth: How many county mutuals are there cunently? 

Poolman: Fifteen. 

R. Ekstrom: Why remove statutes territory guidelines? 

Poolman: There is no need to examine this since there will no longer be boundaries, 

R. Kasper: Why put the limit to 30 counties? 



Pu~u 2 
I louse lndw;try, Business und I .ubor Committee 
Bill/Rcimlutlon Number I IB 1303 
I lcurlng Dntc Jun 29, 200 I 

Poolmun: This would ullow mcrgcrn hul still keep contml. 

UilV!d Krs>ocbusch: (920) ND Assoc.•, Funn 1\111111ul 
Written Testimony supporting bill 

C\ Ber~: Expluin lhc <liffo1·c11c'-! hctwccn n tn>icul county mutual und 1111 insurn111.:1.! compuny, 

J5rnuchu~.ru: A county mutuul wus busicully formed to serve usu unil to spread risk. 

~: ( 1300) NIJ Assoc.·, Farm 1H11tual lnsunmce Company 
Written Testimony supporting bill 

R. Koppnng: Will this inevitubly become one? 

lliill: Muybc smul lcr· but no less than 4-6, 

R. Ktwpcr: Why haven't the rntcs rniscd through yearn'? 



Pugc 3 
I louse lndu~try, Bunlncs:,; und Lubor Committee 
BIii/Resolution Number 1 IB 1303 
I kuring Dute Jun 29, 200 l 

Jlull: I ,ocul customers deserve low i nsuruncc. 

ll.U!'.t);..TP\YllS\ilUY: (20.00) NJ) ;l,\',wn·. Farm ,\1ulllal Jnsw·wu·v ( '01111w11y 
Written Testimony supporting bill 

C, lkrB: I low do you foci nbout the 30 counties'! 

Towns~: I st1pport them. 

It .JcntiQI): Whut ubot1t t\!po1·t quurtcrly if over 20 counties'! 

Townsend: Thut 'snot u disu<lvuntugc. 

!3oh Olson: (2450) ,Hutual l11s111·,111,·,, ( '0111pa11y 
Written Tcstimon)' supporting bill 

Put Word: (2693) NJJ Domeslh' Jnrnrw1ce We oppose us written. \Ve will ugl'ce us changed 
with umcndmcnts. 

Kent Olson: (2754) NDl'JA 
Written Testimony supporting bill 

C, Berg: Close hearing on IIB 1303, Will return ulkr review of' testimonies. 



2001 I IOlJSE STAN DINO COMMITTEH MINlJTliS 

BILL/Rl•:soUJTION NO, I 1B I 303 

I louse Industry, Business un<l Lubor Committee 

□ Conf'crcncc Commiltcc 

I lcuring Dute Jun 30, 200 I 

r-·--··· Tu c Numb!.!t' ------ -·-·--·-- Side;\········-·· ... --··-.··-- ... Side· B. . . .. .. .. .. ~
1
fot~!·j.·11 

____ lJ> ________ ------------- -·- ............ -------·--- ... ------. - ............... -- ............... . 
3 ____ x IS.(>-25.4 

Minutes: Chuinnun R. Berg, Vice- _ HIit' Ci. Keiser, Rep. M. Hkstrnm. Hep. It Frnclkh. Rep. Ci. 

Frnscth, Rl~p. R. Jensen, Rep. N. Johnson. Rl'P, J, Kuspcl', Rep, M. Klein. l~l.'P, Koppung. 

Rep. D. Lemieux, Rep. B. Pietsch. Rep, D. Ruby, Rep. D. Severson, Rep. I~. Thorpl', 

Chairmnn Berg; Let's take up HB 1303. Whut arc th!.! committees wishes'? 

Rep Froscth: I move the amendment. 

Rep Klein: 1 second, 

Rep Froscth: The bills amendments \Vould remove the county on limit on which the county 

mutual insurance companies could do business, County mutuals arc linding less und less 

customers in their area and would like to be able to spread their coverngc's un<l their losses. 

Rep Pietsch: You could have several county mutuals eligible to do business is the same counties. 

Rep Klein: I recommend a do pass as amended. 

Rep Koppang; I second. 

13 yea, 0 nay, 2 absent Carrier Rc1> Fro!;cth 



Date: 
RoU Call Vote#: 

I- ~-o/ 
I 

2001 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO, C"""1J. ¼tire: 111>'~1,e 8,W,We.m/mlbii t,;,, H,.e, l'!o '3 

House . Jndustrx, Business and Lubor Committee 

D Subcommittee ()O _________ _ -----·-------or 
0 Conference Committee 

Legislative Council Amendment Number 

Action Taken JJ6 ~ ~Jmµ.-b 

~ m. • J<~ /'\/Jd. ~~, Motion Made By . Seconded By . r, ( 

Represenhttives Yes~ No Hcprcsentatives Yes~ No 
Chainnan~. Ri~}< Berg Rep. Jim Kasper V~ 
ViceNChainnan George Keiser . ReE, Matthe~ M. Klein ~ 
Rep. Mary Ekstonn v Rep. Myron Koppang v' I, - ~ Rep. Rod Froelich • Rep. Doug Lemieux ~ 

Rep. Glen Froseth ✓ Rep. Bill Pietsch ✓ JI 

Rep, Roxanne Jensen ✓ Rep. Dan Rubx 0 
Rep. Nancy Johnson ✓ Rep. Dale C, Severson ~ 

Rep. Elwood Thorpe ✓ 

-

Tota} (Yes) L3 No _O _________ _ 
Absent & 
Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 



REPORT OF STANDING COMMITTEI: (410) 
February 1, 2001 9:08 a.m, 

Module No: HR-17•2080 
Carrier: Froseth 

Insert LC: 10545,0101 Tltle: ,0200 

REPORT OF ST ANDING COMMITTEE 
HB 1303: Industry, Business and Labor Committee (Rep, Berg, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended. recommends DO PASS 
(13 YEAS. 0 NAYS, 2 ABSENT AND NOT VOTING). HB 1303 was placed on the 
Sixth order on the calendar. 

Page 1, line 1, after "to" Insert 11create and enact a new section to chapter 26.1-13 of the North 
Dakota Century Code, relating to county mutual Insurance companies: and to" 

Page 1. line a. remove the overstrike over "feElldlng In nol more lhEm1
\ after 11 twonty" Insert 

"~
11

, and remove the overstrike over "oounlloa In fhle etalet 

Page 1, line 12, after the period Insert "A county mutual loeurance com.Q.aOY Qrganlzed under 
thl~ chapter eball maintain a~1S21.Ys of at leasUillyJh®fil1.ru1dQ.U~rs/ 

Page 1. remove the overstrike over lines 20 through 23 

Pago 1. line 24, remove the overstrike over 11ffiefgod oempany/ and Insert Immediately 
thereafter "Upoo a showing of goQd caus§. the territory of operations of the mer~ 
kQmpany may exceed thlrty:_Qountles. 11 

Page 2. after line 9, Insert: 

"SECTION 3. A new section to chapter 26.1-13 of the North Dakota Century 
Code Is created and enacted as follows: 

County mutual Insurance company - Repqrts to commissioner. E§ch county 
mutual Insurance companu.b.ali file an annual report with the commissioner no later 
than March first of each year which must be verified by at least two principal officers of 
the company and which .must cover the P-recedlng calender year, The commissioner 
may require additional reports as are deemed necessary and clfsproprlate to enable the 
cgmmlssioner to carry out the commissioner's duties under th s chapter. The reports 
must be on f~~m§ ~~s~r~~ ~Y the commissioner. The commissioner may also 
require a com any t jjj e In more than twenty countle§ to file audited flnanctru 
statements as deemed necessar~. 11 

Renumber accordlngly 

(2) DESK, (3} COMM Page No. 1 HA•17-2080 
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2001 SENATE STI\ND(NO COMMITTEE MINUTES 

BILL/RESOLUTION NO. I-IB 1303 

Scnuto Industry, Business und Lubor Committee 

□ Conforoncc Committee 

Heuring Dute Murch 07, 200 I. 

__ Tupc Nun1boi· Side --- /\ Side U Meter II --·--- -·------·----·--·--------·-~···~ .. ~- -·--·---·----... ------···---~··- .. 
2 X 4.0 to 24.1 

X 42,7 to 43.6 ·----------- -----------·------------ -------------·----··--·· 
. - -·----·--------•---------------·-·-· --

Committee Clerk Signature j) ., ~~----·---- - ··------- -----------·-•---··· 

Minutes: 

The meeting wus called to order, All committee members, except Senator Espcgard and Scnutor 

Krebsbach, present. Hearing was opened on HB l 303 relating to county mutual insurance 

companies. 

Representative Dave Monson, District I 0, cosponsor. Section 1 spuns the number of cities that 

city mutuals will be able to sell a product in, from twenty to thirty. Reason: the increase in 

mergers of county mutuals. As they merge th~y pick up larger territories and find out they have 

people they cannot serve because of the twenty county limitation. This will make for stronger, 

larger companies. Risk will be spread around, the more companies products can be sold in, the 

safer they arc because risks diminish. The new language regarding the surplus will also 

strengthen these companies, takes a little pressure off the insurance commissioner, will make the 

companies more solvent. Section 2, page 2, lines 3 and 4 states territory may exceed thirty 



Pugc 2 
Sonutc Industry, Business und Lubor Committee 
Blll/Rot;olution Number HU 1303 
Heuring Dute Murch 07, 200 I. 

compunics, thut is up to the ini,uruncc commissioner und subject to nl!gotiatiun. Si.:c.:tion J b 

nnothor offort by the insurunco commissioner to muintain stubility und solvency, 

Jim Poolnum, fm;urnncc CommitHiioncr, Distributed '•Compurison of Regulatory Requirements 

for P&C Insurers und County Mutuuls" tublc. Allowing the county mutunls to expand with an 

agreement of udditlonal reporting is the rcuson for the amendments. This will nlso protect 

consumers. 

Brcndu Doll, Sccrotnry-Munagcr of Southwest Mutuul 1ns. Co. In support. Written testimony 

uttachcd. 

Barry Townsend, ND Assn. of Farm Mutunls, in support. Written testimony attached. 

Doh Olson, Grinnell Mutual Rcinsurnncc Co. of lcl\vu, in support. Wrillcn testimony attached. 

Gerald Peterson, Pres. Northeast Mutual Ins, Co. In favor. Written testimony nttacbcd, 

No opposing testimony, Hearing closed. 

Tape 2~A- 42, 7 to 43.6 

Uiscussion held. Senator Tollefson. Motion: do pass. Senator· Mathern: Second. 

Roll call vote: 5 yes; 0 no; 2 absent, not voting. Floor assignment: Senator Tollefson. 



Date: .3/0 'I/ 0 I 
RolJ Call Vote#: / 

2001 SENATE STANDING COMl\11TTEE ROLL CALL VOTES 
DILL/RESOLUTION NO, /,9(),?J 

Scnutc lndustrv, Business and Labor _____ :,,t. ______________ ,,, ___ _ Committee 

D Subcommittee on _________________ , ___ , ___ _ 
or 

0 Cc,nfercnce Committee 

Legislative Council Amendment Number 

Action Taken '7.)J lllau _________ _ 
Mt' Md B 010n a e y -~iJ1 /Yll.lW/}? 

econ e Je;) J7lc;. /dttJJ By -. 
/J 

s d d 

Senators Yes No Senators Yes No 
Senator Mutch w Chainnun ✓ Senator Everv t/ 
Senator Klein .. Vice Chainnan ✓ Senator Mathern 1/ 

~9ator Es~cuard ft 
Senator Krebsbach A, 
Senator Tollefsou v -· 

-
-

--
Total (Yes) ,~ No ---------- ..... ____________ _ 
Absent ;2._ -~_;___ ______________________ _ 
Floor Assignment /4J7 7 ~----------­
If the vote is on an amendment, briefly indicate intent: 



REPORT OF STANDING COMMITTEE (410) 
March 7, 2001 1 :40 p. m. 

REPORT OF STANDING COMMITTEE 

Module No: 8R•39•5030 
Carrier: ·1 oltof son 

Insert LC: • TUte: , 

HS 1303. as engrossed: Industry, Business and Labor Committee (Sen, Mutch, 
Chairman) recommends DO PASS (6 YEAS, 0 NAYS, 2 ABSENT AND NOT 
VOTING), Engrossed HB 1303 was placed on the Fourteenth order on tho calendar. 

1.:.!) DESK, (3) COMM Page No. 1 SA-39-5030 



2001 TESTIMONY 

HB 1303 



• 
Chainnan: 
Vice Ch1lim1an: 

Tl':STIMONY ON HB 1303 
BEFORE HOUSE INDUSTRY BUSINESS AND LABOR 

5 /nl SESSION 

Honorable Representative Rick Berg 
Hrmorahl~ Representutive George Keiser 

Honorable Chairmun Jlerg and ("('lmmittcc members, my name is __ Da ':'i_q, .. ~~~ bus ch 

and Jam her(l t('tdny to testify in favor of House Hill 130), a hill to remove tho llmitntion 

rm wh~n, County Mui 11al lnsurancr Companifs can <10 husiness, in the rurnl Meas only. 

Currently, Counfy Mumals are rnstrirted to operntt> in 20 contiguous counties and only in 

towns of under 10,000 in p,,pt1l1stion HB I JOJ proposes to relax the restriction 011 the 

number of counties but does nof pror,1:,se to i:-hange the current timit3tion on cities 

The reason for this proposed change 1R ~irnple C'onnty Mutuals, like mral school ciistrict, 

rural electric and telephone cooperatives and even imr,lem~nt dealers, all subjec-t to the 

declining agriculture economy, nted to h\lddle together in these difficult times. In 1991, 

• this Legislature agreed to increase the cowlty limit from fi ftecn to twenty counties and 

since that time, we have reduced the numher of county mutuals from twenty one to 

fifteen. with a currenr con9olldatlon in progress. Accordingly, in nine short years, oltr' 

numbers have decreased hy nearly 40 p~rcent. Earh ronsotidation or merger, was 

difficult as it meant in most cases reductions in employees and olmost always the dosing 

of an office in a small lown. 



Equally as difficult was the disnir,tion these consolidations and mergers have on the 

County Mutual lnsurnnce Agent and most impoi-tantly, the County Mutual customer 

when the merged compn.nles s•retc·h beyond twenty counties. 1n certain situations, 

merger~ and consolidations hove either been postponed or avoided ull logethcr because 

• of terdtorial constraints, 

Thts but is about conveni~ri<:e at1d nexihility in nn (wer•chnnging rnarketr,h,ce. It is 

about small cc,mpnnies working f<)getht!r in a very tight mnrket with the instinctive 

motlve of self-r,r~servation. It pr~srmts no harrnf\111hreat tr., the marketplace and lts 

paMage secures the brisk competition that contim1es to hold propc1ty insurnnce rntcs 

tn North Dakota among the lowest in nur region, all in the face of six of the worst lost 

years in hrntory. 

Other presenters will addreas fhe is~ues of market competition. historical impact and 

locRI etonomic impact, ~c, T will enci here for the sake of brevity, with the hope that 

your entire Committee can ~end this hill ti, the H,)11se Floor with n 100%, do pass! 

• Th1mk you so much for the 1.1pp~t1unity to ~c hMrd und for your considerut1on. If there 

are any qutJsHon, I would bl', ~lad to try my be~t 1n answer. In tho cHr;e you would like to 

hold questions until the flnl\l presenter, he ~·ill be n able to give those n.nswers as J, 

although f am al your dlspo~rnL 

Thank you. 



TESTIMONY ON HB 1303 
BEFORE HOUSE INDUSiR\' BUSIN~ AND LABOR 

57m SESSION - JANUARY 29, 2001 

Chairman: 
Vice Chairman: 

Honorable Representative Rick Berg 
.H'.onorable Representadvc C..corgc Keiser 

Chairman Berg, Members of the Committee, thank you for the 

opportunity to speak before you today. My name is Brenda Doll, and I 

serve as Secrctary .. Manager of Southwest Mutual Insurance Company of 

New Salem, North Dakota. Southwest Mutual is a county mutual 

insurance company, which provides property and casualty insurance for 

2500 southwestern North Dakota rural and urban customers, 

I appear before you today to ask your support for HB 1303, a biJl which 

is intended to relax the current restriction on how many counties a 

County Mutual Insurance Company can operate in. 

County Mutual Insurance Companies have beet, a valuable part of the 

landscape in rural North Dakota since before the turn of the century. 

They provided at cost property insurance to &rrncrs and homeowners 

in North Dakota towns of under 10,000 ln population, Twenty years 

ago. our State had over thirty county mutual companies collecting 

break even premiums, and employing hundreds of agents, office personnel 

and dahns adjusters. The companJes were founded on a simple 



principle of neighbors taking care of neighbors while keeping premiums 

and control in the local community. 

Today, after almost two decades of depressed farm economy resulting in 

fewer and fewer farms and residents in small towns, we are down to less 

than Afteen companies. County Mutual Companies are not immune to 

doing more with less, and just like our rural schools and REC's, we have 

grown to accept consolidations and mergers as now the rule instead of 

the exception. 

HB 1303 is about making the process Jes.CJ complicated and certainly 

less expensive and inconvenient for everyone. It is easily predicted that 

by 2010 there may be as few as Ave or six county mutuals left in our State. 

When two companies do find themselves in the untenable situation where 

consolidation makes the only sense, current statutory limitations on 

twenty counties tum agents and insureds into casualties. 

This bill does not breach the UmJtation for our Companies to stay out of 

towns of 10,000 and Wgher population, the only foreseeable place where 

any "new" business will be found in the next decade, A,~cordingly, 

competition for new business remains the same under this bill. On farms 

the players will n~t change, nor will the opportunity for growth. It is, 



~d has been for years, a matter of the t,-utrcnt companieR. pirating each 

other1
3 business, And, while that sounds undesi~,1ble, the next affect has 

been the maintaining of very favorable rates in the &ce of six years of 

extremely high property losses. For instance, in 1996 an eight foot two by 

four sold for under ninety cents and a two hundred forty pound square 

of shingles sold for under $20.00. Today, that same two by four sells for 

S 1. 90 and the same square of shingles sells for over $40. 00. Insurance 

rates tn 1976, for dwelling coverage, were at about the ,$4.00 per hundred 

rate, the same rate as today! 

H8 t 303 will very simply help smaller con•panics find inventive ways to 

keep their doors open. This biU is good for consumers, good for agents, 

good for local commtutities, and good for North Dakota. We hope each 

of you will give th,ls a do pass, 

Thank you, 
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TESTIMONY 
LNDUSTRY, BUSINESS AND LADOR C'OMMTTIEE 

5 irn Legii:;lati vc Session 

Chainnnn: 
Vice Chainnan: 

Honor~hle Representative Rick Berg 
Honorable Repre/;entative George Keiser 

Chrumiart Berg, di1;tinguished members of the C(>nmiittec, my name is Barry j'.9wr1send 

and I am here todoy to speak in support of HB I ~0~. The bi II, which give county mutunl 

insura.Mce companies the authority to oper:1te in nll counties in our State, is ti bill of 

necessity becau,ie of declining faim numbers anci a half dozen ycnrs of higher thnn 

nvernge weather r~lafed lo~~~s. The bill ool•s not pre~ent thrents 11, North Dnkotn 

consumers, he('au~e the Stntt' l'n~uranc:~ D~purtmt:tnt still must approve the number and 

counties, in which we r:m operate. And, the individual compn11y reservc-s presr.nt m, 

inherent co11trol civer tempi at ion for~, t~t)11nt y mut11nl to 11overst•ll' 1 its ability to servk~ 

polkyholciers. Further, the hill doe~ not present unfnir mn.rket odvanrage.s for this group 

or compn.niM a& is evidenced by the Inst Mine yenrs of market perfom1rmce. 

The following statl~tic$ represent the nctuol repM1ed premium collected by the majtir 

North Dakota domestic mutual pt'Opet1y compimic~, ns found in the North l)akota 

• Statistl~nl report, pr<'r,Mtd by the State l11$uran~~e Depitrtment This short stud>' includes 

compan.it.s who are stakeholders or1 the lnndscupl' of our State and therefore it is 

partlcuJnrly relevant rm you t<'> re~i.qt lnw~ that could crento market dis11dvantuges. 

Several rfesYions a~.o. the Leghilature alk,w~d County Mutunls to in('rcnso territory 

operation& from fifteen to tv,1enty counties. Tlrnt increase, npproved In 199 J. was hased on 

very similar reasoning as is now being presented, only the urge11cy in greater. Based on 



• 

• 

premium collection of this group on companies before, and now almost nine years later, it 

is evident if the increase caused an unrlesirnble. or negative result for our competitors 

Cotlerted...frrmlum 1992 To 1999, Fln•, Farm Multf-Prrll •rtd Home ~.ful!I-Perfl 

C.ommmy 129l..('.Qll~g_t.~.J1t:.m i.\tm J{}~<LC'ollected P;emlum % Cnno.g~ 

Nodak Mut. $9,439,J79.00 $13 )83 s.668.00 +46%, 
Farmers Union $8,258,314.00 $12,464,230.00 +50% 
Center Mutual $1,888,142.00 $ 3,064,853.00 +62% 
Dakota Fire $1,058,4 l t .co $ 2,860,916.00 +170% 
AH County 
Mutuals ~1!83,Q() $ 8,~43 .228 ,09 +28 
Tot•I $27,310,729.00 S40,768.s9,.oo (av.-nge) +49%, 
County MutuYI 
M•rktt Share 24%, 21 o/(1 ~.1%, 

As we can see, the increase from fltleen to twenty counties did not result in the 

deterioration of the market share for (~ounty muttu, I competitors. ln foct. since th~ 

chartge, courtty mutual compunic-s have l()st 3% of their fom1er market shure in this small 

group of companies. It appears to be somewhat a misnomer that increased territory 

equates to it1creased market share or that county mutual are more of l\ threAt to 

competitl{)n us I\ group than as an individual company . 

As has alwnys been th~ crrne, marke-t share It; driven by price or rotas, ogeMcy 

particlpation. marketing nnd underw,iting, none of whid1 will be drns11cnlly alt~red by 

the pwi~age of HB 1 JOl 

AooordJngly, we hope you cnn support the bill with a urumlmous Do Pass! 

Thank you. Jr there are questions, J would be glBd to reSJ'ond. 



Prepared by the North Dakota 
Insurance Department 

January 29, 200 l 

PROPOSED AMENDl\1ENTS TO HOUSE BILL NO. J.'.W3 

Page l I line l, after "to11 insert "create and enact a new section to chapter 2(i. l- I 3, relating lo 

county mutual insurance companies, anJ 10
11 

Page. I, after line 3, insert the following: 

"SECTION 1, A new section to chapter 2<,. J. J 3 of the North Dakota Ccntur~· 
Code is created and enacted as follows: 

County mutual insun.u.a·t• t·ompany - Reports to t·ommissionc•1-. l~ycris_llifili.Y 
mutual insurance company shad annl1all_y, on or before Mmch !irst, file a rcnf1IL~'~Jified 
by at least two principal ornccrs of' the cnmpi!J1Y..~~~i!J1J.lie co111111issinncr coverin.\,Ulu; 
12rcccdi11g calendar year. The co1111nissioner may require additional reports us arc d_!.·cmcd 
necessary and appropriate lo enable the c0mmissioncr to curry nut the commissioner's 
duties under this chapter. The reports must be: on 1orms prescribed by the co111111i.,;sin11!::!'..,._ 
The commissioner may also require a company that opcr .. 1tcs in more tlu111 twenty countjcs 
lo file audited financial statemc.nls as deemed necessary. 

Page l, line 8, remove the overstrike from "remtttn-g·m--n~t-mnreihtm·t·wenty-mtmi1mn·ihf$ 
sttttej" and replace "twenty" with "thirty'' 

Page I, line 12, after the period insert "A county mutual insu1ancc cn11112..u.!lY.orga11i7cd under this 
£hapter must maintain a surplus of at least fif'ly thousand tiollat].: 11 

Pact• I, remove the overstrike from lines 20 throuuh 23 
~ ~ 

Page I, line 24, remove the overstrike from "merged-eomf')~\11)~" and (iflcr the period inscrl "Upon 
il..§J1owi11g of good c;n1se, the tcrrito1·y of operations of the merged co111pan..w1rny exceed 
.thil'ty counties," 

Renumber accordingly 



tmimum Caoilal and Son,h!s 

Risk Based Capital l 
Risk Limitation 

Guaranty A.._,:;sociation Membership 

Assessment of Policyoolders 
i 

Actuarial Opinion 

I Audited Financial Statements 

Rate and Form Fdines 
I 

NAIC Annual Statement and Supplements 

~ _NAIC Quarterly Statements 

NORTH DAKOTA DE 1,IE~'T OF I~SUR.\.~CE 

Comparison of Regulatory Requirements for 
P&C Insurers and County Mutuals 

l 

P&Cl~urers I Coun~- Mutuals 

$1,000.000 l None • 
! 

Yes ! ~o 

t 
Larger of: 

10% of capital & surplus I 0% of adrruttcd assCL'- or 
l $.30.000 

' 
Yes ~o 

No Yes 
i 

Yes 
I 

~o ' 
I 

f 
Yes i No 

! 
I 
i 

Yes l Homcowner5 onlv* 

I 
Y('S I <;implificJ statf"!llcnt only 

i 
Yes i 80 

Additional Requirements Under 
Amended HB 1303 

' 
$75.000 

I 

l 
i 

l 
I 
l Only if requested by the Commissioner 

l when deemed necessary from a company 

l operating in more than 20 couf!tics 

l 
i 

I 
I 
I 

Simplified statement o~I ! 
I 

I 
I 

* 26.1-25-02(2) exempts county rni;tual, from rate filing rcquiremcnts except for pw;,··rry hlcated within incorporated cities ha'-·ing a population of!ess than 
10.000. 



Chairm&n: 

H.O. 1303 
TESTIMONY Bob Olson 

HOUSE, INDUSTRY, BUSINESS AND LABOR COMMITTEE 
sih Legislntive Session 

Vice Chairman: 
Honorable Representative Rick Berg 
Honorable Representative George Keiser 

Chainnan Berg, members of the Committee, my name is Bob Olson. I live here in 

Bismarck and am a life long resident of ND. I represent Grinnell Mutual Reinsurance 

Company of Grinnell, Iowa. Grinnell is the Reinsurance Company for all fitleen 

remaining County Mutual Companies in North Dakota, where reinsurance is a 

Statutory requirement necessary for Mutual companies to operate, 

Our Company collected approximately fourteen million dollars in reinsura'nce premium 

from ND County Mutuals since 1990 and have. paid in excess of fifteen million dollars 

back to them in claim payments for tha1 same period. This represents over a I 00% loss 

ratio for the last t 0years. 

We are here today with two short me!:lsages, First, we believe in the County Mutual 

system in North Dakota and remain committed to working with all the Mutual members, 

even it1 the face of the Inst ten years which have been very difficult for all parties. Even 

though our Comp,my has lost money, we believe many of the County Mutuals are 

making necessary Improvements in their operation, planning and forecasting and have 

reasonable potential to be profitable. Accordingly, we are here for the long haul, 

conditioned on n solid phln that includes the wilJ. and the ability, to change with the 

market. 



Our second message is, we believe HB 1303 represents a series of small open doors 

which when opened, will enable your ND mutuals to react effectively to the market 

challenges today, and into the future. 

These Mutual companies continue to fill a critical niche in North Dakota and are in a 

current concerted effort to retool their control systems, including but not limited to 

computer systems, better underwriting criteria and better agency relations and marketing. 

They are working hard to analyze risk and wherever possible urc cutting operating costs. 

They know full well this is a difficult business, in difficult times, but remain committed 

to servicing their policyholders and agents. 

This bill puts a helping hand forward from the Stutc Legislature at n time when the small 

Mutual ins'drance company is accepting the challenge of "reinventing" themselves for the 

next decude. Joint ventures, cooperative management agreements, resource sharing, 

consolidations and outsourcing are becoming words and concepts of necessity these days. 

HB 1303 is a key component to opening discussions for working partnerships and 

bringing together parties who would now be safe from giving up tcl'ritory which hus been 

In the company portfolio for nearly a century. Recent mergers have required Mutuals to 

withdraw from areas when they went over the 20 county limit. This means that ND 

consumers were displaced .... forced into the open market .... and consequently had fewer 

choices for buying insurnnce, I don't think this is what the Insurance Department wants 

or what the ND Legislature wants in the marketplace, 



·• 
" 

Thank you for the opportunity to speak with you today. Your interest and considerntion is 

appreciated and important to all of us. 

We urge a do pass from your Committee. 

I would be glad to answer any questions you may have. 



l 
Minimum Capital & Surplus 

Risk Based Capital 

Risk limifat,on 

136 
NORTH DAKOTA TM~l\rr OF INSURANCE 

Comparison of Regulatory Requirements for 
P&C lnsurers and County i\:[utuals 

P&C insurers 

$1,000,000 

Yes 

I 0% of capital & surpius 

Coun1I Mutuals 

None 

No 
Larger of: 

to% of a<lmittcd assc£s or 
$30.000 

Additional Requirements Under 
Amended HB 1303 

$50.000 

Guaranty A~s;ociatinn mt'"mbcrship_~ ---~ Y cs i--- N_'n _____ _ 

Assessment of policyhc>l•~rs _ No Yes --+----------- ------
I Actuarial opinion 

"-~----+-----.---- - - ----------- -~- - --
Yes No 

Only if re-quested hy the Commissinncr 

\
= Nn L "vhen deemed nc.::css~,y f,om a company 

__ __________ .. __ operating m more than 10 co1mr1cs 

Yes Homeowners cmh,·• l 
--- ----- -- - -~-------~--~--

Audited financial $laremcnts 

. Rate ;uyl form fitin~--------

Yes 

Ye-s 'l, Smmlificc! sratcmcnr nnJy --·---- ------ ---~------- ---~---------- - --- --- _,_ ·---------

1 _______ Yes -- _ ----- _ --- r-:o I Simr'!_~f"icd sta,cmc~~I_t_!y __ ----

NAlf~ Annual Sfarcmcnr a_~~ surr_kmcnls 

'NAIC g.rartcrly Statements 

• 26. l-25-02(2} cxanpt:s county nmh:..·fr,. from ,ate- filing_ n:quircmcnt::; cxc .. t't rPr p,,~pcrty iocatccl withm incorrora:cd ot1c, haqng a pnpuiatinn nf ks,;: rh:m 
JOJ>OO_ 



Chairman: 

TESTIMONY 
INDUSTHY, Bl!SINl:SS AND LABOR COMMITfEE 

57th Legislative Session 

Vicc-Chuinnan: 
Honornhle Senator Duane Mutch 
Honornblc Senator Jerry Klein 

Chairman Mutch, distinguishL·d mL·mhcrs o!'thc C'om111ittce 1 my name is Barry Tuw11sl'11d 

and I am here today to speak in support of' 11B I 303. The bill, which gives County 
-~(, 

Mutual Insurance Compnnics the authority tn opcrnlc in _.ff'countics in our State, is u 

bill of necessity hccnuse of dcdining form numbers and a half dozen years of higher than 

average weather relnted lossl's. Tlw hill docs not present threats to North Dakota 

consumers, hctause the Slote l11s11n111cL' lkp.irtlnL'lll still must apprnvc the numhcr and 

counties, in which we opcrnll'. 1\11d. the individual company reserves present an inhL'l'L'llt 

contrnl ovcl' temptation for a l'Olltlfy mutual Ill '\1, l'l'sl'II" its ability to scrvkc pulic~·­

holdcrs. Further, llw hill dul''- 1111\ lHl'~1.·11t u1llliir 111;11~L'l ad\'untages fiir this group 1,1' 

The following statistics rept'l'Sl'llf thL' actual repol'tcd premium collected by the nwjor 

North Dnkotn domcst ic mutuHI prupl'rty i:ompnnics. as fi.1u1HI in the North Dakolu 

Stntisticnl rcport1 prcpnt'ccl hy tlw State I nsurnncc Department. This short study 

includes compunics who arc s1akl'lwldcrs on the lanclscapc of our State nnd there• 

fore it is pnrticulnt'ly rclc.·,·ant 1hr you lo l'l'sist lows llwl could Cl'l'1lt<.' market dis­

udvnntngcs, 

Severn! sessions ago, the Lcgisl111t11·c allnwcd County Mutuals to increase territory 

opcrotio11s from ti fl~cll to !\\'<.'Ill~· count ks, Thnt incrctlS<.\ upprnvcd in 1991 1 was hns<.•d 



on very similar rcasoning as is now bc.:ing presented, only the urgency is greater. Bused 

on premium collection of this group on companies before, and now almost nine years 

later, it is evident if the increase caused an undcsirnhlc, or negative result for our 

competitors. 

Collected Premium 1992 to I CJ<J9, Fire, Ft1rrn Multi-peril, and Home Multi-peril 

Compnny 1992 Collcctcd Premium 1999 Collected Premium % Change 
Nodak Mut. $9.439,J 79.00 $13,835,668.00 +46% 
Parmer Union $8,25~.314,00 $12.464,230.00 +50°/c, 
Centel' Mutual $1,888.142.00 $ 3,064,8.53,00 +62% 
Dakota Fire $1,058.4 I 1.00 $ 2,860,916.00 +170% 
All County 
Mutuals $6,667,483.00 $ 8,543,228.00 +28% 
Total $27,310,729.00 $ 40,768,895.00 (average) +49% 

County Mutual 
Mnrkct Share 24% 21%, -3% 

As we can sec, the increase from Ii l'tccn to twenty counties did not result in the 

deterioration of the market share l<H' cm1nty mutuuls competitors. In fuct, sinc:c the 

change, county mutual co111pa11ic.·s hnvc.· lost]'¼> of thc:ir former nrnrkct share in this group 

of compnt1ics. JI appl'nrs to he somewhat a misnomer that the incrcHscd tcrl'itory <.•qual<.'s 

to inct·cnscd 1trn1·kc1 shnl'c 01· that rounty muttwls urc mot·c or n th1·cnt to competition c1s 

a group thun us an inclividunl c:ompany. 

pnrticipntion, murkcting and und<.•rwriti11g, rtonc of whid1 will be dl'llstically nltcrc.•cl by 
If, 

the pnssngc of~I31303. 

I t\1lly sup1,ort the nmcndmcnts tlw State lnsurnnce Department hns nttnchcd to this bill. 



• 

Accordingly, we hope you can support the bill with a unanimous Do Pass! 

Thank you, If' there are quest ions, J wnu!d be glad to respond. 



CHAIRMAN: 
VICE CHAIRMAN: 

TESTIMONY 
NORTH DAKOTA STATE SENATE 

INDUSTRY, BUSINESS AND LABOR 

HONORABLE SENATOR DUANE MUTCH, CHAIRMAN 
HONORABLE SENATOR JERRY KLFIN 

Chainnun Mutch, members of the Committee, my name is Gerald Peterson, I am the 

President of Northeast Mutual Insurance Company of Cando, Our Company was formed 

in 1999 from the merging of Cavalier County Mutual formerly located in Osnabrock, 

Pembina County Mutual formcl'ly located in Cavalier and Towner County Mutual of 

----
,,_., ···--·-~ ...... 

Cando, I speak today in support ~~ 

To successfully merge several companies at one time required a great den! of give a11d 

take from all of the three companies Boards of Directors, agents and the mutual 

members who own the Company, Our merger and any successful one has to he 

motivated by u belief that the joining parties will 1)c better off together, versus continuing 

to oporulc individually and that giving up individual identity und power, is offset by 

mutual benefit. Anything thnt cun be done to make such transitions less painful und 

111cnnv<mient for consumers, makes good sense und good public policy, 

HB I 303 does that, imd it is vet)' wuch u consumr.r bill because it encourages small 

'.'!ompanies to come together rJ0011er, before resources im. strained and dcspcrntion sets 

if,., The result is much better planning whcl'c evcryo11c involved has bcltcr choices, none 

of which cuts out members who r~ullv want lo stny in. I hope that you cun ugrcc u11d I 

thank you for the oppoi·tunity to spcuk with you toduy, 



• 
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Chairman: 

H.B. 1303 
TESTIMONY Bob Olson 

SENATE, INDUSTRY, BUSINESS AND LABOR COMMITrEE 
57'h Legislative Session 

Vice Chairman: 
Honorable Senator Duane Mutch 
Honorable Senator Jerry Klein 

Chaim1an Mutch, members of the Committee, my name is Bob Olson, r live here in 

Bismarck and am a life long resident of ND. I represent Grinnell Mutual Reinsurance 

Company of Grinnell, Iowa. Grinnell is the Reinsurance Company for all fittccn 

remaining County Mutual Companies in North Dakota, where reinsurance is a 

Statutory 1·cquirement necessary for Mutual companies to operate. 

Our Company collected approximately fourteen million dollars in rcinsunincc premium 

from ND County Mutuals since 1990 nnd has paid in excess of fifteen million dollars 

back to them in claim payments for that same period. This ,represents over u I 00% loss 

ratio for tht: last 1 0years, 

We are here today with two short messages. First, we b~lievc in the County Mutual 

system in North Dakota and remain committed to working with nil the Mutual members, 

even in the face of the Inst ten years which have been v~i y difficult for all parties. Even 

though our Company has lost money, we believe many of the County Mutuals ar·e 

mnking necessary improvements in theh· operation, planning and forrcasting ,u1d huve 

rensonable potential to be profitable, Acct1rJingly1 we nre i1~rc for the lonr, hnul, 

cow\itioned on n solid pl.;in that includes the will and the obilhy, to chn11i!: 1 
1 lth the 

• market. 



• 

• 
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Our second message is, we believe HB 1303 represents a series of small open doors 

which when opened, will enable your ND mutuals to react effectively to the market 

challenges today, and into the future. 

These Mutual companies continue to fill a critical niche in North Dakota and are in a 

current concerted effort to retool their control systems, including but not limited to 

computer systems, better underwriting criterla and better agency relations and marketing. 

They arc working hard to analyze risk ai1d wherever possible are cutting operating costs, 

They know full well that this is a difficult business, in difficult times: bltt remain 

committed to servicing their policyholders and agents . 

This bill puts a helping hand forward from the State Legislature at a time when the small 

Mutual insurance company is accepting the chall,mge of "reinventing" themselveH for the 

next decade. Joint ventures, cooperative management agreements, resource sharing, 

consolidations and outsourcing are becoming words und concepts of necessity these days. 

HB 1303 is a key component to opening discussions for working partnerships and 

bringing together parties who, with the passage of this bill, will not have to give up 

territory (countie~) which has been in ~he company portfolio for ncuJ'ly a century. Recent 

mergers have requited Mutuals to withdraw from ureas when they went over the 20 

county limit. This means that ND consumers wer,;: displaced .... forc~d into the open 

market .... and e;Jnscquently had fower choices for buying insurat1ce, I don't think this is 

what the Insurance Department or what the ND ,,eg:sluture wants in the rnarkctpluce, 



• 

• 

• 

• 

The more insurance companies. the better the competition, thus better for the ND 

consumer. 

Thank you for the opportunity to speak with you today, We urge a <lo pass from your 

Committee. 

I would be glad to answer any questions you may have, 



TESTIMONY ON HB 1303 
BEFORE SENATE INDUSTRY BUSINESS AND LABOR 

57nr SESSION - MARCI-I 7 t 2001 

Chairman, Members of the Committeet thank you for the opportunity to 

before you today. My name is Brenda Doll, and I serve as Secretary-

Manager of Southwest Mutual Insurance Copany of New Salem, North 

Dakota. Southwest Mutual is a county mutual insurance company, which 

provides property and casualty insurance for 2500 southwestern North 

Dakota rural and urban customers. I appear before you today to ask your 

support for HB 1303, a bill which is intended to relax the current restriction 

on how many counties a County J\,lutual Insurance Company can operate in. 

County Mutual In.,urance Companies have been a valuable part of the 

landscape in rural North D.tkota since before the tum of the century. 

They provided at cost property insurance to farmers and homeowners 

in North Dakota towns of under 10,000 in populatJon. Twenty yea.rs 

ago, our State had over thirty county mutual companies collecting 

bre2k even premiums, and employing hundreds of agents, office personnel 

and claims adju.,ters. The companies were founded on a simple 



principle of neighbors taking care of neighbors while keeping premiums 

and control in the local community. 

~roday, after almost two decades of depressed farm economy resulting in 

fewer and fewer farms and residents in small towns, we arc down to less 

than fifteen companies. Cou11ty Mutual Companies arc not immune to 

doing more with less, and just like our rural schools and REC's, we have 

grown to acct1>t consolidations and mergers as now the rule instead of 

the exception. 

HB 1303 is about making the process less complicated and certainly 

k"Ss expensive and inconvenient for everyone. It is easily predicted that (. 

by 2010 there may be as few as five or six county mutuals left in our State. 

When two companies do flnd themselves in the untenable situation wht!rc 

consoHdation makes the only sense, current statutory limitations on 

twenty counties turn agents and insureds into casualties. 

This bill docs not breach the limitation for our Companies to stay out of 

towns of 10,000 and higher population, the only foreseeable place where 

any "new" business will be found in the next decade. Accordingly, 

competition for new business remains the same under this bill. On farnts 

the players will not change, nor will the opportunity for growth. It ls, 



and ha.~ been for yt.L.---s, a matter of the current companies pirating each 

other's business. And, while that sounds undesirable, the next affect has 

been the maintaining of very favorable rates in the face of six years of 

extremely h.Jgh property losses. For instance, ln 1996 an eight foot two by 

four sold for under ninety cents and a two hundred forty pound square 

of shingles sold for under $20.00. Today, that same two by four sells for 

$1.90 and the same square of shingles sells for over $40.00. Insurance 

rates in 1976, for dwelling coverage, were at about the $4.00 per hundred 

nte, the same rate as today! 

HD 1303 will very simply help smaller companies flnd inventive ways to 

keep their doors open. This bill is good for consumers, good for agents, 

good for local communities, and good for North Dakota. We hope each 

of you will give this a do pass. 

Thank you, 



Stage Definitions 

EARLY STAGE FINANCING 
Sttd Fla•acin1: 

I,, 

This iuge is I relatively 5mall amounl of capital provided 10 an inYentor or entrepreneur 10 prove a cone cpl and 10 

qualify (or start,up capi!al. This may involve product devc:loprnc:111 and market rcsurch u well u building a manage• 

menl learn and developing a business plan, i(the initial 5teps m successful. 

St,rt-Up Fln,nclnt: 

This si,ac provides financine te, companies completina development and initial markctina. Companie1 may be in the 

proceu o( organizing or they may already be in buiineu for one: year or leu, but have nol sold their products com• 

mcrcially. Usually such firms will have made m1rket studies, membled the kty m.a111aement. developed a bu,ineH 

plan, and ire ready to do bwinus. 

First-Sf •It Fln•ndnt 

This mac provides ftnandnf to companies 1ha1 have expended their initial capital, ot\en in developing and rnarket 

1e,lln1 a prototype, and requi~ funds 10 Initiate full-1cale m1nu(aclilring and ule1, 

EXPANSION FINANCING 
S~coad.St11t Fln,nc/nt 

, 

This staae Is worlcing capi11I for the Initial expansion of a company !h3t is producina and shipping, and h.u arowing 

account~ receivables ind Inventories. Although rhc: co-npany hu made progress, it may not ye1 b( showing a ptotil. 

T/Jlrd-St,11 Fln1ncln1 

Thlt staae provitlt1 major expansion or• company whoi.e ules Yo!ume is lncreuina and that is bteakina even or 

profitable. The,e funds are UJtd for further plan! expaMion, marhting, wor'lcina capital, or developmenl o( an im• 

proved product. 

LATER STAGE FINANCING 

Brldtt F/J,.aclat 
This s11ae ls nttded al times when • company plw to go publlc within six months to a year. Ot\en bridge rinancina iJ 

Sttuc:Mtd IO th•t II can be repald (rem the proceeds of a public u.nderwritlna, It can also lnvcil~e restructutina of 

major stockholder positions throuJh uconduy tnr1uc1l0ru, Resb\lctunn& Is underuken If u,~re art euly inves1or1 
who wan, to reduce or llq\l(cbte their positions, or l( management hu chan;ed and !he stoclc1,oldinas or the fonner 
nunaacment, their relallvu and usoclate-s are btl111 bought out 10 relieve I po1en1!1I oversupply whtn public. 

OjHll Mlrk,t 
This 1t11e Involves acquirina securitltt of companies whose common sham trade puhllcly, 

ACQUISITION/BUYOUT 
Acqu/11/lon Fln1ntln1 

This 1111e provides funds lo nnance the 1cqulnn1 o( another company, Venl\m Economics tnclu thes.e duls when 

calculatlna venrure capital dlsburieinents In slruttlons whl!re the f\Jndina is by a venture c1pi1.1I Orm, but not when II Is 

by I buyout nnn. 
M,n,,,ra,nt/Ltvtr,1td BU)'OUt 

These l'undJ enable an o~tatlna rnanaaement &TOUp to acquire I produce ltne or hus,neu, at llly staae or dev: '.1.1pment. 

(rom ellhtt • public or private company, Often 1hue companies are closely held ot (amily owned. Mlnaaemenl/ 
levertaed buyouu UJually Involve revlt1llzln1 an operation, with entrepreneurial ml\t\11emen1 acqulrin1 a s,rnificanc 

equity lntertst, Venture Economic• 1rickJ 1hese deah when c1lcula1tn1 vtnrurt c1pi11I dl1liummenu In 1iNations 

where the l\lndlna Is by I venNrt e1pll1I nrm, but not when II Is by I buyout nrm, 



Funding PTOgr-.ms A ,·.aifablc to Busincs~cs According to Their DcvdopmUJt Stage• 

Seed Financing j Start-up Fint Stage ! Second Stage j ThiTd Stage Bridge Fi112ncing Open Market Acquisition MBOJLBO 
: Financing Financing l Financing Fin.incing Financing Fmancing Fmancing 

I Ang.cl investors j CDC 504 P:-ogram };D Dev. Fund l ND Dev. Fund l SBIC-Smal! SBIC Pt.blic Funding V cntu...-c Capital Vcn:t.1TC Capital l 
! I I (Debt & Equity) (Debt & Equit)·) Business Finn Finn 
! i 

l Investment l i l I : i l Center r 

• APL:C(Agricul1un: :-.1icro Loan ! Regional 'Regional • Financial ! Renaissa.-:1ce Fund Buyout Firm Buyou;Firm 
: Products Pwgram l Councils Councils I Im,titutions I 

l 
'! l'tiliz.aiion l ; (BND) l 
l Commission) l 

I I 

! I 
I l 

i~ 
\ USDA lRP Loan Rcnaissa'lce i Rcn.ais~nce I :-,:;n Dev. Fund j ND Dev. Fund I 1\,11) Dev. Fund i SBlC 

1 Program Fund i F?.llld j (Debt & Equity) j (Debt & Equit)•) I (Debt & Equity} 
\ i-Hf.J{µO) l i ' ' t I ! l 

i BPUC (Bus. 

1 

Local Dev. Corp. J BND-Smal] \ CDC 5~ ! Region.al ' Regional Councils SBIC 
\ ! Producu; Uti1. Grant!Loantcquily l Business Loan I Program I Councils 

\ Comm. HBI414) j {ex: S1.ar F~c. Program I 
! ~1acic Fund. I I Gro~'1h Fu.'ld) I i 

j B:--::D Sta.-i-up \ BND - Business j USDA IRP I bvcslrncnt I Regional 
I Entrepreneur 1 Dev. Loan ! Progra.-n j Ba.'lke:rs i Councils l l l 

' 
\ Program Program I I 1 l 

I \ ~D Dev. Fund Local ! M1cro Loan i Local Dev. C01p. Renaissance 
I (Debt & Equity) Development 'Program ! Fund 
1 

I Corporation ' j 

I 
J Regional Councils I Micro Loan Local De'\·. Corp. CDC504 Fma:rial 

! ! Program Program Institutions 
i 1 ' 


