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2003 HOUSE STANDIN0 COMMITTEE MINUTES 

BILUI\ESOLUTION NO. 1138 

Hou,e lnduatry, Buslneu and Labor Committee 

Cl Conf'erence Committee 

Hearin& Date l • l 3-03 

TaneNwnber Side A StdoB 
I X ... 
2 X 

Committee Clerk Si ,w ~-V\.Ww_ 
Minutea: CHAIR UJSIB• Opened hean1i1 on HB 1138 

BP 102, (ND l•1aruee Dpt)s (Ne attached testimony) 

Meter# 
3543-end 
0-1496 .... , 

CHAIR QJ8U,1 Would you explain 'retention' and the whole proces1 on reinaurance? 

JUI RITZ• The retention la like a deductible. 

Bl!, ICQTROMt When ,, the next renewal? 

BITZI Due by 8-1-2003. 

Pl!, SCQTOM& Are we limlttna competition by aoina throuah a broker? 

mzs 11unk it would broaden our scope ofbida by uslna the broker, We aren•t aettina the bid 

riaht now. 'Ibo reinsurance market,, 1hrinldn1 with mergers and acqui1ition1, Reinsuren are 

reluctant to take on state specialty market. 

UP, ECKSTOM1 11 the emergency clause necessary? 

Bl'[Zs They would "PJ)l'eCiate the emergency clause, 
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HOUN lnduatry, B\IIUMIII and Labor Committee 
BUI/RNOhadon Number l 138 

~. HWUII Date I· I 3..03 

Rift KLIIN• Why la the State MUI and Blevator 1ep1t1te? 11 it 10 wuque tom the other 

aaenci•? 

BITZ1 MUI i• alwaya re-inaured privately and hu Just been brouaht to tho attention that ,,nee It 

11 a atate entity, it mlllt ao throup the Plre and Tornado Fund. 

RI•, KLJINs II the rilk there due to the equipment? 

IIJZ• Ye,. 

RIP, NQJTUTAD1 Doel fJle MUI prefer it to be inchadod in tho Fire and Tofflldo Fund? 

mzs They requeatod inclusion to aive them the option. The MUI aupporta the amondment. 

11'8 NOT[UTAD1 If we nune individual end tie. that can ao on their own. will it cause 

othen to want to do ao u well? 

BITZ1 Not a problem. 

CHAIR KIJSllt Di...- that the bill says the Mill and Elevator can ao out on its own, If 

thoy want it to be optional, they lanauaae will need to be chanpd. Keiter teedl it to ay they oan 

not ao on their own, Did not undentand "reuonable0 or "ACCleptable,0 Are there any industry 

avenpe or ratio, that would be appHcable in tenna or what would be reuonable? Or that the 

broker would recommend? 

IIJTZ: Not aure he can wwer that, (Rep. Kuper explauned ftom a health in1u·11.nce perspective.) 

RIP, KMU81 AH bidl would still have to be approved by the Industrial Commiaion, 

CHAIR QIS1B1 No confidence in this fiscal note. If you take the Mill and Elevator out, there 

will be a neptive impact on thetr potential to buy reinsurance, There will be an impact on the 

pneral fund, but there is nothina listed on the fiscal note. 

Q BJTZ1 Cummtly do not receive a premium &om the Mill so there should be no impact, 
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Houee lndulay. BUIUIIII and Labor Comnuttee 
BUI/Rt110ludon Number 1138 
HWUIIO. 1 .. 13-03 

IQJcJ1fN MIIILIQD (V...., Ju1naet)s Rooommendl IQina to • true reinauranoe concept 

in the w1y a treat is orpnized with a carrier. It'• complex, but It 11 Hko a 0 deducdblo, 0 Tae Fund 

wm benefit in the .,. of experd1e. 

RIP, IQ&s It there a rilk of 0 cherry picldna., to where then, would N tome enttdea left 

uninaured? 

MIBJ,IQfft No more 10 than cherry pickina in the reat of tho inawuco tnduatry, 

(See lttlched memo tom Vance Taylor, General Mar of the MUI) 

CRAIB QIIII• Cloaed hearina on HB 1138 

(End at 1496) 
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2003 HOUSE STANDINO COMMITTBS MINUTES 

BILURBSOLUTION NO. HB 1138 

Houao lndu,try, Bu,tneu and Labor Committee 

CJ Conference Committee 

Hearin& Dato l/ 15/03 

Nwnber Side A Side B Meter # 
i--------4-+---~---"----....... -------+-23_.(2:._3_5_.o ___ ~ 

Committee Clerk Si 

Rep, lkltrom stated that Leai•lative Council conflrmeJ that thlai bill af ves the State MUI and 

Blwator the option to ao in and out u part of the fund. Secondly. l'1a,onabl1 ha been ohanaed 

to 1~cl1nt, Placing an emergency olaute will aliow this to 10 into action inunecUately. This is 

became of the State MUI and Elevator and their abiUty to ao out and seek bids, The11 want ua to 

aet the Insurance Commluioner's name ofdu1 reqU6ilt. 

Rtp. Kleia n•ovos to approve tho amendment,. seconded by Rep, Sevenon. A voice vote 

adopted the amendment,, 

Rep. Ekltrom moved a do pau u amended, aeconded by Rep. Klein. 

For the record, Cbaltnwa Kelter expressed his co·.tJtemation that there is not a fiscal note on 

this bill, there has to be a fiscal impact. Something has to be gained or lost if they are pulling the 

State Mill and Elevator out of this, The motion carried, the vote was 13-0-1, 

~~ Rep. Klela will cattY this bill on th~ floor. 
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FIICALNOTI 
R....-, br ~ CounoH 

01,0 3 

BNI/ReeokJtton No,: HB 1131 

2. Nltt'ltlWI ldtnllf'I 11H, •IIPfCt• ol tM m.aaurt which a.uH fl,c,I lmptct Ind /no"'- ,ny comn»nt• rtltvent to 
your IMlye/1, 

HB 1138 ,, not oxpecteJ eo hive a n1e1I lmJ)ICt on tho 1,enoy ..ppropriaUon, TM bUI 1Uow1 the Stlto MUI and Elevator to 
ptOOurt pt'Opert)' ,nauranoe o~r than ft'onl the State Fire and Tornado Fund, Tho Fund hu ftlw1ya ~tod II a Hft-onuna" oompuy 
hi whklh the Stlte MUI and Elevator'• n,k wu puNd on 1t tho fl11t dollar. The Fund hu never collected premium or Illumed 
any risk &om the elevator. The but al,o allow• the Fund to prooure relnawance throuah • broker rathor than by advenl1m1, The 
cott of the broker wm be buUt Into the co1t ofreh11uranco and will not hive lmptet on the aaenoy 1ppropri1tlon, 

3. ltele fteoal efrtot dltaH; For Information lhown undtlr ,talt fl,01/ •ffect In 1A. ,.,,.,• 
A. fltvenUNr s~-, the ,.~,we ,mount,. Provk# dttall, whtn approprl11t, for e,ch ,ewmw typ, •nd 

fund ,w.ot«J end ,ny amount, lncludtd In tht •".autlw budQ,t, 

N/A 

NIA 

NIA 

B, lxpendltum1 E>tplaln tht expenditure amount,. Prov/do detail, when approprl1te, foreaoh •~ncy, /In, 
/t,m, and fund aW.ottd and thft number of PTE poaltlons sl'feottd. 

C, Appropriation,: E>tplaln thtt appropriation amounts. Provide detail, whtn Appropriate, of the effect on 
tn. bhlnnlal appropriation for eaah agency and fund affeottld and any amounts Included In th#, •"•outlve 
bud(l6t, lndloete the relationship betwHn the amounttt shown fr)r e><pendHu,., and appropriations, 

.... ~~=~= .. =i::::::::~:I ====C=h=•;rt=•=•=E __ ._J:oh:n:&0 ___ n======--~..--•_nc __ .... r_: ___________ -·_1_n_1_u::ra::n::c_e __ 0e_·-::e_a __ rt_m::·'::"_t_-::.-.-:::::::-=~j 
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18117,0101 
Tltll,0200 

= by the IIKlulll't, 8u1111111 and Labor ~~ 
" January 1 a, aooa l I 111 (°' 

IOUIJ AMENDMENTS TO HOUSE BILL N0.1131 llL 1•17-0S 

Page 1, Hne 21 removt the fln •anct 
o• 1, Hnt 4, after "rtln111r1,· oe* lnltrt "; and to dtollr• an emergency• 

.... Msnlll1wt to D llM IIL 1•17-0S 
Page a, tint 4, rep1act•r~UOOJbi•" with •autflAld' 

~ AIGDIIRIII ft D l ld IIL 1-17-0:S 

Paot 3, afttr Hne e, lnllf't: 

mtuur:!-CTION 4, IMIAGINCV, Thie Act II declared to be an emergency 

RtnUmbtr ~ 

• 

PageNo. 1 38117,0101 
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DU: , ) 1, r;/03 
Roll C•II ~/i. 11: I 

2003 HOUSE STANDING COMM1n•11 ROL~ C~L VOTIS 
BILIJRISOLUTION NO, \ '·\ -, ~ 

Houae lidutta, 811IIN1 Is Labor · · ............... u.:::.:::::~!!..!:;!!!!:._ _________ , Committee 

□ Check here for Conference Committee 

Leat1J1Uve Council Amendment Number 'Jr . 0 to . 0 )(JO 
Action Taken -- . bulas:s- ~ ~ 
Motion Made By .ecl:::.s:tnro Seconded By --,~r---R-~----~---

Reorettat1ttvN 
Cll1tr•• Keller 
Ren.tavenoa. Vlff.Cll1lr 

R•n.Jo•■IOII 
R•n.Ka11Nr .,,,) 
.... Ki.ti. ., / 

ea. Nottltltacl ,,,,, ,.v 

Renrttt■t1dvN 
Ren.Bot 
R10.Ek1tro• 
Rtn.Tlaorne 

Y• 11fo 
V 

j I 

liR:;:t•::-;D,, R:f:u=1bv~-----...l.. ..,,-Ren.Tl•••• ·-1 -r-------J--JL..J 

(Yes) -"· _ _,...,,t5,_,,_ ___ No 0 1 ___ ....:::::... ____ _ 

Floor AHl_gnm_en_t___;.,-;:r;::-:-~--:--n,yy\------------ -

Total 

Absent 

If the vote is on an amendment. briefly indicate Intent: 

•'' ,: I 

I 1' '• II,') 
',.,, ' ,,,, ',' ,,1. ,.,, ' , ... ,1,, ( ' ' • • • ,., 1,~£HM'!"~1~'""''f•,'• 
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:='1r.' ~ till 1,:.-'11 ill <410) Module Not HIMM?OI 

lnllrt LC, sa11,.offl'Wietlt"!: 

HI 11-i:::r. ■-="'.: "=Cl COi.Wiii■■ :&°',MIi (1S 'ffirll■N'II Al ~":. (,_ KIiier, .... Chllrmln~ t 
on lht ~ Ofdtr or,':.. ~':98INT AND NOT v6'T:Jorfflffi31":= 

Page 1, Nnt 2, rtfflOYI tht flfet 11ancr 
I 0 \IW\llarl an tmtrQtncy• Page 1, Nnt -4, lfttr "rtk,turanct .. ln11rt ... and t ......... 

Paot a, Nne •• rtp1101•ct11Melllt .. wm, "aufflQttor 
Page 3, after Une e, 1n11rt: 

meuu::.,.artON 4. IMIIIGINCY. Thia Act II dlolartd to bl an •mtroenov 

Renumber ICCOrdlngly 

0 

0 
Page No, 1 
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20f 3 IIIA'J'I ,JlfDUl'l'IY, IUIINIIS AND LUOJI 

HI 1131 

,, 

,,';,• I I 

Yht Mforotrltlftfc fNttt on thl1 fll111 trt 1ccur1te reproductlont of recordt dtlfv.rld to Modtrn lnforMtlon •vet• for 111taroftlMl"I w 
Wtl'I fHMd fn tht rttUl•r COYl'H of butfntH, fht photo,r-,illc J,rOC,HI Mtttl 1tlt'ldtrdt of tht AMtrfctn Httftlnll ltandtr• lnttltutt 
(M,11) for •rchtv1l MtCll'CfllM, MOTICl1 If tht flhild , .... lbpvt ft , ... l,olblt thin thl• Notlct, It ,. di.It to th• quathv of tht 
.,....,,, lltl"' fllMld, ~ 

,·r'>-i,. ff►dx\Pi.~~X~:) \~~lc3 ~•-tur• ~ Oltl 
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2003 SENATE STANDINO COMMJTrBE MINlm!S 

BILL/RESOLUTION NO, Bl 1131 

Senate lndultry, Buainet1, and Labor Committee 

C Contereftce Committee 

Hearlq Dade 03/04/03 

Number Side A SldeB 
X 

X 

Committee Clerk Si 

Minutee: 

S..ator M•tola open, HB 1138, All 1CNton pre,ent. 

0-225 

Meter# 

Jeff Bia: Special Pundt Admhultrator, ND lnturanco Department introducet bill (Written 

teldmony attached) 

Staator 11.,....-d: And prior to thi1 taken place how wu it handled? 

Bitz: 1 would do and RPC and I would tend a RFC with our requirement, to all broken who are 

licemed in the atate of ND u well u flV«'/ inlUrance company of record, 

Senator Matela: You dont' have the abUity in )'OW' department? 

Bitz: No 

Senator Ktebtbacb: Who proposed the amendments? 

Bltza the Houae IBL committee 

Senator Muteb: What was the dollar amount? Reinsurance? 

Bitz: $ I million per $110 million 
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, ... 2 
a.. lnduaay, ....... and Labor CommJttoe 
Bill/Reloludoa Number HB I ! 38 
HMrin1 Date 03/()4103 

Saator lCrtblbMII: What la the f\md balance? 

lhl: June 30, 2002, the ftmd WU 13 milllon 174,879 

.... , Krtblbaoll: Annual clahm7 

JNa: approximately• mUUon .............. , 
S.Utor Bettka,. : It the boob are in pod ahape after tho Jut few yeara have ~ne weU. 

Bitz: I think Wt an, 

Jim ,oo1■1■: ND lmurance oommiaioner, private endtiee are dUfenM?t, thele quoedon, 

concem me a well. thi1 particular ftmd hu a 12 mJIUon dollar floor. We can't ao under 12 

million. What tho leai•lature hu done if you ao much over 12 million and they aee that u extra 

money Jun •itdna there and potential ao after thoae dollan, We would Hke to tffllovo that floor 

and alJowina UIO to reserve the ftind.l to the beet of our abiUty, 

S..ator Mita: Do you have a mUUon dollar deductible? 

Poolmall: we had a mAIUon dollar retention level and when we wont out and bid we couldn1t ftnd 

anyone to ~o u,e at tho current retention level and the rates trlpled for reinlurance. The 

premium excecdt the deductible, 

Staator Btltkamp: A) the stock market sucb and B) there js a disaster in reimW'lllce 

Poolmaat Both A&.E 

Senator E1peaard: lt is really caused by au the df,astor. 

Rolland Melboff. Vul•r la111raaee1 we proviso the reinsurance for the Winter Show buUdjng 

in 19971 that was their I at claJm, After that things seemed to happen, When we started providing 
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Paae3 
Senate lndultry. Buatnou, and Labor Committee 
lill/RNOlution Number HB 1138 
HfNU'UII Dltt 03/04/03 

the cov..,. in dM, mid 10'1 we bid ew..i oompamee we could work with and tlwlkfWly we 

renqodatod tbe rtml\lllnOe beft>re 9/11. They don't underttand the concept. 

S.Utor Klela: Do you ,upport tld1 bill? 

M ... off: It would let U1 IIOIOdate with reinaunnce compani•, It 8'v• the company a lever. 

Karleae ,._ lad•ltrtal Com ..... w provtdel written teldmony and~ amendment, 

(attlebed) 

..,...••~ The luuranoe departmcmt i1 okay with the amendmentl. 

Noo~don 

Hwlna Closed on HB 1138 
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2003 SENATE STANDIN0 COMMITTEE MJNU1'BS 

BILURBSOLUTION NO, t 138 

Senato Industry, Buaine11 and Labor Commltteo 

C C◊nferen~ Committee 

Hearina Date 3-24-03 

.,___T~ __ N __ wn ____ bor .......... ~~---S;.;..id __ e,_A;....__ __ -+--_ ___;;;S.;..;;id;.;:..c, .:;;;;.B __ .,._.._ Meter_# __ 

._ ________ 1-+-__ __..x __ x __ xx ____ +---------+---21;;..;.,;.75 .. 2500 ____ ---c 

Committee Clerk Si 

Minutes:Chainnan Mutch opened the discussion on HB t 138, Alt Senators were present. 

1~ HB 1138 relates to buUdinp insured by the state fire and tornado fund and excess loss 
,i.w,,;' 

reinaurance. 

Seaator Klein moved ~e amendmentt prnented by Carlene Fine. Senato.-- E1pea1rd 

Neoadecl. 

Stnator Heltkamps Wasn't the difference between the two that they felt they were not insuring. 

but felt the bill made it so they never could, Now with this amendment, they have a choice, 

Senator Krebtbaebs They do not want to be prohibited ft~m using the state fire and tornado 

fund. 

Roll Call Vote1 7 yet, 0 no, O abtent. 

Senator Etpeaard moved a DO PASS AS AMENDED. Senator Heitkamp aeeonded. 

Roll Call Vote: 7 yet. 0 no. 0 abtent. 

Carriers Senator E1pea1rd 
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38117,0201 
r,11e.0300 

~ted by the lnduatry, Buslneu and La 
OommlttH 

March 24, 2003 

PROPOSED AMENDMENTS TO ENGROSSl:D HOUSE BILL NO, 1138 

Page 1, llne 2, after "28, 1·22·05" ,naert •, 26, 1·22·10," 

Page 1, Hne •• after 11fund" Insert ", optk>nal coverage for the atate mm and elevator 
aaaoolaUon," 

Page 1, llne 1 o, after "••t90lat1on• ln1ert •1t the 11aocl1lkm ex1rol•u ibl option movtdtd ID 
li'UOD 26. 1 ·22· 1 Q 

Page 1 , after Hne 21, Insert: 

"SECTION 2. AMENDMENT. Section 26, 1·22·10 of the North Dakota Century 
Code la amended and reenacted as tollowe: 

n.1 .. 22-10. Comml11loner to provtdt tnaurance on 111 bulldlng1. Upon 
appUcatlon the comml11loner ahall provide for Insurance against loaa by fire, Ughtntng, 
Inherent e>cploalon, windstorm, oyolone, tornado and hall, e>eotoalona, riot attencHng a 
strike, aircraft, smoke, vehicles, or any other rlake of dlreot phyafoal foaa, all In the 
manner and aubject to the reatrlctlona of the standard tire lnaurance policy and standard 
endoraement, and no other hazards, In the fund, on all bulldlnga owned by the at,te, 
state fnduatrlea, poUtloal aubdlvlalon11 lnternattonat peace gardens. and wtnttr ahowa, 
and the f bet.urea and permanent contents In such bulldlngal to the e,ctent of not to 
t)(Cted the Insurable value of such property, aa the value a agreed to between the 
commlaeloner and the officer or board having oontrot ot auoh property, or, In oaae of 
disagreement, by approval through arbitration, 

All publlo bulldlnga owned by, polltloal subdivision, In lleu of coverage provided 
for In this section, may at the option •.:)t the governing body of the polltlcal aubdlvla1on be 
Insured on the basis of competitive sealed blda, through the furtd which muat be Invited 
to submit a sealed bid or private Insurance companies licensed to do business In this 
state, against damage reiultlng from hazards, which Include those types of haiards that 
may be Insured against by the fund, The governing body may reJeot any or all suoh 
bids. 

All publlc libraries owned by the state or polltloal subdivisions may, In addition to 
the coverage provided for In this section. be covered against damage through 
vandalism. If thla coverage oannot be extended to the public libraries situated within 
this state, the libraries may contract for this coverage with private Insurance companies; 
provided, that this coverage meets the recommendations of the Insurance code of the 
American library asaoolatlon," 

Renumber aocordlngly 

Page No, 1 38117,0201 
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Dato: '5~..,0~ 1 · 

Roll Call Vote #: J '1 

2003 SENATE STANDING COMMI'ffEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 

Senate Committee 

D Check here for Conference Committee 

Legislative Council Amen~ent NT -----p,._--;--
Adlon Taken .Jldrp/ Jtyy/JIIIJYnlilk, ¼mrl 1'Wi,lit, ~ 
Motion Made ByK (Uh\ Seconded By @pe..gad 

S..aton Ye, No Stnaton Yet 
Senator Mutch II, 

Senator Klein ~ \,, 
" Senator Krebsbach J, 

Senator Nethinv. IA. 
Senator Heitkamo ~ ... 
Senator Everv A. 
Senator ri .• 

e .. X. ,_ 

Total 

Absent 

(Yl>'I) ~}No ~ D 
0 

No 

Floor Assignment ~~'.-----------

If the vote is on an ~mendment, briefly indicate intent: 
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Date: 8 ... ~ 
Roll Call Voto #2 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILI.JRESOLUTION NO. 

Senate Committt.e 

Cl Check here for Conference Committee 

Legislative CouncU Amendment Number J, ...... \ ?._v_fl __________ _ 

Acti()JITabll ~ f ,r:,s ~-ArnertLecl 
Motlo.n Made By ~~ Seconded By -Ued-~ 

Seaton Yes No Seuton Yet No 
Senator Mutch X 
Senato1· Klein 1( 

.. 
Senator Krebsbach ) 

Senator N-~! ,: ): 
Senator Heitkamp "" Senator Bverv } u 

Senator E- ~ ~- ~ , 

Total (Yes) -1No -~D 
Absent D --=-------
Ft oo r Assigmnent ~ £s~ 
If the vote is on an amendment, briefly indicate intent: 

.... ~ 
'..... 'lit" 
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REPORT OP STANDING COMMmlE (410) 
March 21, 2003 2:13 p.m. 

Module No; 8R-INIII 
c.rrter:~ 

lnNttLC:S8117.0201 THii:. 
-~ REPORT OF STANDING COMMITI'l!E 

I 

-.....,_/I 

HB 1138, M engroe11d: lnduatry, BUllneN Ind Labor CommlttM (Sen. Mutch, 
Chairman) recommends AMl!NDM!NTS AS FOLLOWS and when so amended, 
recommends DO PASS (7 V!:AS, 0 NA VS. 0 ABSENT AND NOT VOTING), 
Engrossed HB 1138 was placed on the Sixth order on the calendar. 

Page 1t tine 2, after 1126, 1·22-0511 Insert•• 2e.1-22-10,• 

Page 1, llne 4, after "fund11 Insert •, optional coverage for the state mlll and elevator 
association, 11 

Page 1, Une 10, after •assoolaUon• Insert •1t the assoolatlon exerolus the Oj)tion proyided lo 
seotioo 2a, 1-22-1 o• 

Page 1, after line 21, Insert: 

"SECTION 2. AMENDMENT. Section 26.1-22-10 of the North Dakota Century 
Code ls amended and reenacted as follows: 

28.1-22•10. Commluloner to provide lntUrance on all bultdlnp. Upon 
appllcatlon the commissioner shall provide for Insurance against loss by fire, ltghtnlng, 
Inherent explosion, wtndstonn, cyclone, tomadO and hall, exptoslons, riot attending a 
strike, aircraft, smoke, vehicles, or any other risks of direct physical loss, all In the 
manner and subjeot to the restrictions of the standard fire Insurance polloy and 
standard endorsement, and no other hazards, In the fund, on all buildings owned by the 
state, state Industries, political subdivisions, International peace gardens, and winter 
shows, and the fixtures and permanent contents In such buildings, to the extent of not 
to exceed the Insurable value of such property, as the value Is agreed to between the 
commissioner and the officer or board having control of suoh propertyt or, In case of 
dlsagreemont, by approval through arbitration. 

All buildings and the contents ot the buildings owned by the state mm and 
.llevator association. In Heu of coverage under this chapter. may. at the cmtloo of the 
Jnd.ustdal commission. be Insured by private Insurance companles Hcensed to d.O 
.bumless lo this state. against at least an the types of hazards Insured against by the 
Aood, If the Industrial commission exercises the option provided In this section. the 
commission shall seek comoetttive sealed bids. shall lovtte the fund to submit a bid, 
irulmay reject any or an bids received. 

All publlo buildings owned by a political subdivision, In lieu of coverage provided 
for in this section, may at tho option of the govemlng body of the polftlcal subdivision be 
Insured on the basis of competitive sealed bids, through the fund which must be Invited 
to submit a sealed bid or private Insurance companies licensed to do business In this 
state, against dR.mage resulting from hazards, which Include those types of hazards 
that may be Insured against by the fund. The governing body may rejent any or all 
such bids. 

All pubilc libraries owned by the state or polltlcal $Ubdlvlslons may, In addition 
to the coverage provided for In this section, be covered against damage through 
vandalism. If this coverage cannot be extended to the public libraries situated within 
this state, the libraries may contract for this coverage with private Insurance 
companies; provided, that this coverage meets the recommendations of the Insurance 
code of the American library association.• 

Renumber accordingly 
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HOUSE BILL NO. 1138 

Pre1ented by: Jeff Bitz 
Speclal Funds Administrator 
North Dakota Insurance Department 

Before: Industry, Bualneaa and Labor Committee 
Representative George Keiser, Chairman 

Date: January 13. 2002 

TESTIMONY 

Mr. Chairman and members of the committee: 

Good morning. my name Is Jeff Bitz and I am the Administrator of the North Dakota State 

Fire and Tornado Fund (Fund) administered by the Insurance Department. The Fund 

provides property Insurance coverage for the state and Its political subdivisions. I appear 

In support of House BIii No. 1138. 

The Fund provides coverage for 1,089 policyholders representing approximately $5.3 

bltlfon In total property values. The property Insurance Is broken down as follows: 

Building Property a. 784 buildings 

Personal Property 6,545 locations 

Outdoor Property 2,910 locations 

Trailer Property 29 mobile homes 

The FI ind In Its current fiscal year will receive In premium approximately $3.9 million. 

Mother nature ~as not been kind to North Dakota for the last 4-5 years, pretty much dating 

back to 1997, and the Insurance Industry as a whole has suffered great losses not only In 

\.J North Dakota but nationwide, not to mention the horrible act of September 11, 2001. All 

of this has resulted In the hardening of the Insurance market, the loss of capacity. and the 
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skyrocketing cost of insurance. The Fund has not been Immune to this hardening market 

The Fund has seen Its reinsurance rates Increase from approximately $260,000 per year 

the last biennium (1999 through 2000) with a $1 mllllon retention to approximately $1 

mllllon for the current blennlun1 (2001 li ,rough 2002) with a $2 mllllon retention. 

The Fund has atso experienced an Increase In Its loss exposure over the last 4-5 years In 

which reinsurance has been penetrated. What I refer to here when I say penetrated Is that 

the Fund has made claims against Its relnsurer for tosses that exceed the retention level 

that being $1 million and $2 mllllon, respectively. 

Following Is a 11st of losses just dating back to 1999 that have penetrated reinsurance: 

1. Center Public School 1999 $2.6 million 

2. City of Fargo 1999 $1.7 mUtlon 

3. NDSU (stlll pending) June 2000 Approximate exposure .. 

$2.9 mllllon 

4. Bismarck/Mandan hailstorm June 2001 $3.3 million 

Section 1 • Amendment 
Thfs section allows the State MIii and Elevator Association (Assocfatlon) the ablllty to 

purchase property Insurance In the private sector. The Fund has always acted as a 
11frontlng" company where the Assoclatlon 1s risk was passed on at the first dollar and the 

Fund was a named Insured on the Association's property Insurance pollc' 1
• The Fund 

collected no premium and assumed no risk. This arrangement has made It difficult for the 

Association to purchase commercial property Insurance. Many Insurance carriers have 

been reluctant to write coverage and list the Fund as an additional Insured. This change 

wlll make It easier for the Association to find Insurance coverage. 

Section 2 .. Amendment 

This section allows the Insurance Commissioner greater flexlblllty in purchasing 

reinsurance for the Fund. It allows the Fund to: 
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• Purchase different reinsurance contracts for different classes of risk . 

• Retain different levels of risk for the different reinsurance contracts . 

• Purchase different Insurance coverage llmlts for the different classes of risk. 

• Purchase reinsurance annually or renegotiate reinsurance terms annually. 

The Fund Is finding that It Is practically Impossible to secure a two-year 

commitment on a reinsurance contract. Requiring a two-year commttment 

limits the number of reinsurance carriers that wlll provide the Fund with a 

quote. 

This section also allows the Fund to assess the reinsurance premium for different classes 

of Insureds back to those classes that benefit. Currently the reinsurance premium Is paid 

out of the Fund surplus and generally assessed back to the policyholders In general rather 

than to specific classes of policyholders. This change wlll allow the Fund to more directly 

assess the cost of reinsurance to those Insureds that require the reinsurance. 

This section eliminates the requirement that the Fund publish a notice that the Fund Is 

accepting bids for reinsurance. It also ellmlnates the requirement that the Fund mall a 

notice to each Insurance company llcensed to write fire Insurance In the state. Fire 

Insurance companies licensed to do business In the state have not been contacting the 

Fund concerning reinsurance. Most do not have the capacity to underwrite the Fund's 

reinsurance requirements, that being no less than $100 million per occurrence. If they do, 

they work directly with a broker or agent licensed to do business within the state. Going 

forward the Fund will work with a broker to sollclc reinsurance bids. 

Section 3 .. New 
This new section gives the Commissioner the ablllty to contract with an Insurance broker 

to assist In procuring excess loss reinsurance. The broker will sollclt bids from relnsurers. 

This process will be more effective than having the Fund solicit reinsurance directly from 

the Insurance Industry. 
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In the last three bienniums In which the Fund has bid out Its reinsurance requirements. only 

one reinsurance proposal was received, 

The Commissioner believes that by working with one Insurance broker to find a relnsurer, 

the Fund can actively work with the broker to provide the potential relnsurers with the 

necessary Information that will procure the best price for reinsurance for the Fund and 

thereby reduce the premium paid for the reinsurance. 

The Fund asks for a yes vote for House Bill No, 1138 as this will give the State MIU and 

Elevator Association the flexlbillty It needs to pursue Insurance on Its own thereby 

slmpllfylng Its Insurance procurement process. It will also give the Fund the flexlblllty It 

needs to pursue reinsurance at the lowest and best possible cost. 

I will be happy to answer any questions that you may have. 
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TO: 

FROM: 

DA'l'E: 

RE: 

\i,? 

MEMORANDUM 

Industry, Dualne•• and Labor Commltt" 

Vance Taylor. President & G•neral Manager 

January 11. 2003 

HS 1131 

Mr, Chalrmon and Committee Memhers 

The North Dakota MIii and Elevator Association supports this bill provided that It Is the MIii with the 
approval of the Industrial Commission that has the authority to go to the private sector to obtain Insurance 
coverage. However, we do not want to be prohibited from using the Fire and Tornado Fund for our 
Insurance coverage, 

The MIii has a good working relationship with the Fire and Tomado Fund, Currently we work with them to 
find reinsurance carriers for the MIii, l'he Fire and Tomado Fund Is the primary hisurer for the MIii. 

There are not too many Insurance companies Interested In Insuring grain elevators or flour mills due to the 
Inherent dangers of the Industry, Last summer we were able to find three groups that had an Interest In 
Insuring the State MIii. Upon learning that they would be providing reinsurance and not be the primary 
Insurance carrier, two of the groups declined to bid on the coverage. In discussion with them, they 
Informed us that they would be Interested If they were the primary carrier and not a reinsurance carrier. 
They Indicated that agreemants they had with their reinsurance carriers required them to be the primary 
carrier and since the Fire a11d Tomado Fund Is the primary Insurance carrier, they could not carry our 
Insurance. 

However, we do not want to be prohibited from using the Fire and Tornado Fund. our concerns are that If 
the Insurance coverage becomes dlfflcult to obtain or cost prohibitive, we may need to rely on the Fir~ and 
Tornado Fund for Insurance coverage. 

This blll will give the MIii a larger number of Insurance companies from which to receive bids. This should 
lead to a reduction In our Insurance costs. 

Thank you for your consideration. 
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INDUSTRIAL COMMISSION OF NORTH DAKOTA 
John Hotvtn 
Governor 

W•Vnt Stenehftn, AoQet Jolvleon 
Attornev General Commissioner of Agrloulture 

Testimony on Engrossed House Bill No, 1138 
Senate Industry, Business and Labor Committee 

Tuesday, March 4, 2003 

Mr. Chairman and members of the Senate Industry, Business and Labor 
Committee, my name is Karlene Fine, Executive Director and Secretary for 
the Industrial Commission of North Dakota. r appear before you today on 
behalf of the Industrial Commission and Vance Taylor, President and General 
Manager of the North Dakota MIii, 

. . 
The Commfsslon and MIii management are In support of this change In· 

the law as long as the decision of whether or not the Fire and Tornado Fund 
will provide the insurance coverage for the Mill Is made by the Industrial 
Commission. 

The Miff has a good working relationship with the Fire and Tornado 
Fund. Currently we work with them to find reinsurance carriers for the Mfll. 
The Fire and Tornado Fund Is the primary Insurer for the MIii. 

We are supportive of the flexlbillty this legislation would provide 
because In the Miil Is recent history there have been Inst onces when an 
Insurance firm wanted to bid on providing insurance coverage for the MUI, 
but when finding out they would not be the primary Insurer, the in~uronce firm 
was unable to submit a bid. If the Fire and Tornado Fund and State MIii are 
given this flexibility we believe we will have n,ore firms willing to submit bids 
and, hopefully, this will result In a reduction In the Mill's Insurance costs. 

The State Mill does not want to be prohibited, however, from using the 
Fire and Tornado Fund. To make sure that flexibility remains in place the MIWs 
attorney has drafted the attached arnendment to Engrossed House Bill No. 
1138. This amendment specifically outlines that It is an option for the Industrial 
Commission's determination of whether the State MIii should be Insured by a 
private Insurance company. 

The amendment has been drafted with the language being very 
similar to what the Legislature has already adopted for polltlcal subdivisions. 

Thank you for your consideration of these amendments for Engrossed 
House Bill No. 1138. 

Karlene k. Fine, E,cect.rtive Director end Secrttarv 
State Capitol, 14th Floor • 800 E Boulevard Ave Dept 406 • Blam•rck, NO 68606.0840 

E•Melh ktlneOttate.nd,u& 
Phone: (71>1 I 328,3722 FAX1 (7011 328-2820 

"Your G•t•w•v to North Dakota•: dlscgyernd.com 
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1138 

Page 1, line 2. after ~6.1-22-06" Insert'\ 2a.1 .. 22-10." 

Page 1, llne 4. after 1fund,. insert 11
, optional coverage for the state mill and elevator 

association,,. 

Page 1, line 10, after 11assoclat1on• Insert "W tt exercise, the option provided In section 
26.1-22-10" 

Page 1, after tine 21, Insert: 

"SECTION 2. AMENDMENT. Section 26.1-22-10 of the North Dakota Century 
Code Is amended and reenacted as follows: 

26.1-22•1 o. Commissioner to provide Insurance on all buildings. Upon 
application the commissioner shall provide for Insurance against loss by fire, 
lightning, Inherent explosion, windstorm, cyclone, tomado and hall, explosions, rfot 
attending a strike, aircraft, smoke, vehicles, or any other risks of direct physical loss, 
all f n the manner and subject to the restrictions of the standard fire Insurance policy 
and standard endorsementt and no other hazards. in the fund, on all buifdlngs owned 
by the state, state Industries. polltlcal subdivisions, International peace gardens, and 
winter shows, and the fixtures and perm.anent contents In such bu!ldlngs. to the 
extent of not to exceed the Insurable value of such property, as the value ts agreed to 
between the commissioner and the officer or board having control of such property, 
or, ln case of disagreement, by approval through arbitration. 

All buildings and their contents ownod by the state mill and elevator 
association. In lleu of coverage under this chapter. may, at the optJon of the industrial 
commission. be Insured by private Insurance companies licensed to do business In 
this state, against at least all the types of hazards insured against by the fund. If the 
jndustrial commission exercises the option provided In this section, It shall seek 
gonJpetltlve sealed bids, shall Invite the fund to submit a bid, and may relect any or all 
.bids recelveg, 

All public buildings owned by a polltlcal subdivision, in lieu of coverage 
provided for In this sectlon1 may at the option of the governing body of the political 
subdivision be Insured on the basis of competitive sealed bids, through the fund 
which must be Invited to submit a sealed bid or private Insurance companies licensed 
to do business In this state, against damage resulting from hazards, which Include 
those types of hazards that may be insured against by the fund. The governing body 
may reject any or al! such bids. 

All public libraries owned by the state or political subdivisions may, In addition 
to the coverage provided for In this section. be covered against damage through 
vandalism. If this coverage cannot be extended to the public libraries situated within 
this state. the libraries may contract for this coverage with private Insurance 
companies: provided, that this coverage meets the recommendations of the 
Insurance code of the American library association." 

Renumber accordingly 
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ENGROSSED HOUSE BILL NO. 1138 

. 
Presented by: Jeff Blfz 

Special Funds Administrator 
North Dakota Insurance Department 

Before: Industry, Bu1lne11 and Labor Committee 
Senator Duane Mutch, Chairman 

Date: March 4, 2002 

TESTIMONY 

Mr. Chairman and members of the committee: 

Good moming. my name Is Jeff Bitz and I am the Administrator of the North Dakota State 

Fire and Tornado Fund (Fund) administered by the Insurance Department. The Fund 

provides property Insurance coverage for the state and Its polltlcat subdivisions. I appear 

In support of Engrossed House BIii No. 1138 . 

The Fund provides coverage for 1,089 potloyholders representing approximately $5.3 

bmion In total property values. The property insurance is broken down as follows: 

Building Prope1rty 

Personal Property 

Outdoor Property 

Traller Property 

8,784 buildings 

6,545 locatlons 

2,910 locations 

29 mobile homeo 

The Fund ,, , Its current fiscal year wlll receive In premium approximately $3.9 mllllon. 

Mother nature has not been kind to North Dakota for the last 4-5 years, pretty much dating 

back to 1997, and the Insurance Industry as a whole has suffered great losses not only In 

North Dakota but nationwide, not to mention the horrible act of September 11, 2001. All 

of this has resulted In the hardening of the Insurance market, the loss of capacity, and the 
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skyrocketing cost of Insurance. The Fund has not been Immune to this hardening market. 

The Fund has seen Its reinsurance rates Increase from approximately $260,000 per year 

the last.biennium (1999 through 2000) with a $1 mllUon retention to approximately $1 

million for the current biennium (2001 through 2002) with a $2 mllllon retention. 

The Fund has also experienced an f norease In Its loss axposure over the last 4-5 years In 

which reinsurance has been penetrated. What I refer to here whPin I say penetrated Is that 

the Fund has made cf alms against its relnsurer for loases that exceed tha retention level 

that being $1 mllllon and $2 mlllfon. respectively. 

Following Is a 11st of tosses Just dating back to 1999 that have penetrated reinsurance: 

1. Center Public School 1999 $2.6 mllllon 

2. City of Fargo 1999 $1. 7 mllllon 

3. NDSU (still pending) June 2000 Approximate exposure .. 

$2.9 million.------

4. Bismarck/Mandan hailstorm June 2001 $3.3 mllllon 

Section 1 • Amendment 
This section allows the State MIii arid Elevator Association (Association) the option to 

purchase property Insurance in the private sector. The Fund has always actftd as a 

1rontlng• company where the Association's risk was passed on at the first dollar and the 

Fund was a named Insured on the Assoclation 1s property Insurance pollcy. The Fund 

collected no premium and assumed no risk. This arrangement has made ft difficult for the 

Association to purchase commercial property insurance. Many Insurance carriers have 

been reluctant to write coverage and 11st the Fund as an addltlonal Insured. This change 

wlll make It easier for the Association to find insurance coverage. 

section 2 • Amendment 
This section allows the Insurance Commissioner greater flexlblUty in purchasing 

reinsurance for the Fund. It allows the Fund to: 
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Purchase different reinsurance contracts for different classes of risk . 

Retain different levels of risk for the different reinsurance contracts . 

Purchase different Insurance coverage llmlts for the different classes of risk • 

Purchase reinsurance annually or renegotiate reinsurance terms annually • 

The Fund is finding that ft Is practically lmposalble to secure a two-year 

commttment on a reinsurance contract, Requiring a two-year commttment 

llmfts the number of reinsurance carriers that wfll provide the Fund with a 

quote. 

This section als,0 allows the Fund to assess the reinsurance premium for different classes 

of inoureds ba1Jk to those classes that benefit. Currently the reinsurance premium Is paid 

out of the Fund surplus and generally assessed back to the policyholders In general rather 

than to specific classes of poffcyholders. This change will allow the Fund to more directly 

assess the cost of reinsurance to those Insureds that require the reinsurance. 

This section eliminates the requirement that the Fund publish a notice that the Fund Is 

accepting bids for reinsurance. It also ellmlnates the requirement that the Fund mail a 

notice to each Insurance company licensed to write fire Insurance In the state. Fire 

Insurance companies licensed to do business In the state have not been contacting the 

Fund concerning reinsurance. Most do not have the capacity to underwrite the Fund's 

relnsurA"lCO r;;1qulrements, that being no less than $100 million per occurrence. ff they do, 

they work directly with a broker or agent licensed to do busf ness within the state. Going 

forward the Fund will work with a broker to solfclt ref nsurance bids. 

!ectlon 3 • New 
This new section gives the Commissioner the ability to contract with an Insurance broker 

to assist in procuring excess loss reinsurance. The broker will sollclt bids from relnsurers. 

This process wllf be more effective than having the Fund sollclt reinsurance directly from 

the insurance Industry. 
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In the last three bienniums In which the Fund has bid out Its reinsurance requirements, only 

one reinsurance proposal was received. 

The Commissioner believes that by working with one Insurance broker to find a refnsurer, 

the Fund can aotJvely work with the broker to provide the potential relnsurers with the 

necessary Information that will procure the best price for reinsurance for the Fund and 

thereby reduce the premium paid for the reinsurance. 

The fund aske for a yes vote for Engrossed House BIii No. 1138 as this will give the State 

MIii and Elevator Association the options ft needs to pursue Insurance on lta own thereby 

almplffylng Its Insurance procurement process. It wlll also give the Fund the flexlblllty ft 

needs to pursue reinsurance at the loweat and beat possible cost, 

I will bf' happy to answer any questions that you may have. 
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