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S D I Special Districts
Insurance Services

OUR HISTORY

In 1985, Special Districts Association of Oregon (SDAQO) created a self-insured Trust, Special
Districts Insurance Services (SDIS), to escape the volatilities of the traditional insurance
market. The Trust operates as an intergovernmental agreement under ORS Chapter 190 with
participants in the insurance programs. Members control insurance costs by jointly pooling
resources to self-insure for property, liability, workers' compensation, and health and dental
coverage. All of the participants in the Trust are owners of the program. All of the equity, or
surplus, belongs to the participants whether they are port districts, fire districts, water districts,
etc.

Unlike an insurance company where the profits are distributed to shareholders, SDIS's only
objective is to provide reasonable and stable rates and broad coverage to participating Oregon
public entities of all kinds and sizes. SDIS now has more than 900 Oregon local government
members with annual contributions of over $75 million.

FINANCIAL HIGHLIGHTS

Member contributions from the SDIS pooled property casualty and workers’ compensation
programs increased 10% with very stable membership. Total contributions were $29.8 million.
The self-insured health and dental program had an increase of 2.75% in total contributions with
a small 2.5% rate increase for the core SDIS program and a 4% increase for the OFCA program.
Contribution volumes stand at $31.5 million and $12.3 million for the two programs.

The liability program had a decrease in claims expenses with claims totaling $7.0 million but still
exceeded budget at 138%. The workers’ compensation program also had losses above budget
at over 115%, or $5.9 million. The property program was below budget with $1.6 million in losses.
The health program had lower than expected losses of 92% while the OFCA program’s claims
were slightly higher than expected at 110% of budget.

FINANCIAL STATEMENT OVERVIEW

The pooled programs had an operating net income of $1.5 million. The investment portfolio
recovered some of the losses from the prior year with $4.6 million in earnings. Overall, the SDIS
programs added $5.5 million to retained earnings bringing the total balance to $59.3 million. Of
this balance, $25 million is from the combined health programs and the remaining $35 million is
from the property casualty and workers' compensation programs.

Total assets increased by $8.7 million, or 8.5%, while liabilities increased by $3.0 million, or 6.5%
due to the increase in claims. Net position increased $5.5 million to $59.3 million. SDIS continues
to succeed with a very strong member base and retained earnings balances maintained within
modeled ranges that are provided to the Trust on a regular basis. With the investment returns
stabilizing but still recovering from the losses from 2021 and 2022, the Trust has temporarily
suspended the longevity credit program but does intend to reevaluate the program on an
ongoing basis.
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REPORTING AUTHORITIES

The Statement of Net Position (Figure 1) and the Statement of Revenues, Expenses, and
Changes in Net Position (Figure 2) report information about SDIS as a whole and its activities.
These statements include all assets and liabilities using the accrual basis of accounting.
Accrual of the current year's revenues and expenses are taken into account regardless of when
cash is received or paid. The difference between assets (what SDIS owns) and liabilities (what
SDIS owes) is the net assets which is one way to measure SDIS's financial health, or financial
position. (See Figure 7 for additional detail by program.)

Combined statements are provided with the supplementary information and reflect financial
information separated by the specific program to which it relates. The accounting processes
are organized so that each program can be accounted for and evaluated independently.

SDIS is governed by a seven-member board of trustees and operates under a declaration of
trust. The board of trustees is responsible for protecting and managing funds related to the
insurance programs and developing arrangements and strategies necessary to implement
the programs. Trustees are elected by the Trust Board after consideration from the Trust's
nominating committee, comprised of three trustees. A mailing to the membership is done
whenever there is a vacancy on the Trust Board.




STATEMENT OF NET POSITION
FOR THE FISCAL YEARS ENDED JUNE 30, 2023 AND 2022

m 2023 2022

Assets
Current Assets

Cash and cash equivalents S 8,157,492 S 14,952,312
Accounts receivable 1,736,854 2,655,882
Accrued interest 103,965 80,627
Prepaid expenses 5,293,909 4,928,936
Investments - current portion 44,001,449 34,676,041

Total Current Assets 59,293,668 57,293,798

Non-Current Assets

Restricted investments 5,000,000 4,965,000
Investments 41,557,484 34,881,833
Fixed assets (net) 2,990,857 3,137,062

Total Non-Current Assets 49,548,341 42,983,895

Total Assets

$ 108,842,009

$ 100,277,693

Liabilities
Current Liabilities
Accounts payable S 2,793,274 S 2,611,212
Deferred revenue 13,806,947 12,424,361
Claims payable - current portion 16,820,000 11,604,293
Total Current Liabilities 33,420,222 26,639,866
Non-Current Liabilities
Claims payable 16,087,267 19,833,067
Total Non-Current Liabilities 16,087,267 19,833,067
Total Liabilities 49,507,489 46,472,933
Net Position
Net invested in capital assets 2,990,857 3,137,062
Restricted per Work Comp Laws 5,000,000 4,965,000
Unrestricted 51,343,663 45,702,698
Total Net Position 59,334,520 53,804,760




STATEMENT OF REVENUES, EXPENSES,

AND CHANGES IN NET POSITION

FOR THE FISCAL YEARS ENDED JUNE 30, 2023 AND 2022

Operating Revenue
Member contributions
Miscellaneous income

Total Revenues

Operating Expenses

Underwriting Expenses:
Loss and loss adjustment expenses
Insurance premiums
Broker fees
Local agent commissions
Workers' compensation taxes

Operating Expenses:
Conference and training
Claims Service Expenses
Dividends
SDAO Sponsorship
Other operating expenses
Total Expenses

Net Operating Income (Loss)
Non-Operating Revenues (Expenses)
Interest income
Rental Income
Rental Expense
Net Non-Operating Income (Loss)
Change in Net Position

Net Position, Beginning

Net Position, Ending

2023 2022
$ 74,919,388 $ 70,924,809
63,862 13,858
74,983,250 70,938,667
$48,425,157 $54,066,802
12,096,389 11,165,305
450,718 461,000
3,534,484 3,270,989
526,130 459,606
348,119 271,766
3,462,478 2,915,863
57,215 2,389,823
410,925 390,675
4,656,271 4,232,424
$73,967,886 $79,624,253
1,015,361 (8,685,586)
4,584,882 (10,275,049)
339,681 338,234
(409,780) (323,039)
4,514,784 (10,259,854)
5,530,145 (18,945,440)
53,804,760 72,750,200

$ 59,334,905

$ 53,804,760




Figure 3 and Figure 4 (below) provide a history of losses for the self-insured programs over the

past ten (10) years. The lines reflect the actuary’s original estimate of losses for each policy year.

These estimates were made prior to the policy period. The bars reflect the current estimate
for each respective policy period. Overall, the programs’ losses have been very consistent
compared to the actuary's estimates with some bars being above the original estimate line
and some being below. This consistency allows for the program to be funded accurately, with
confidence and predictability, and maintain contribution increases within a stable range.

m GENERAL LIABILITY, AUTO LIABILITY, AUTO PHYSICAL DAMAGE AND PROPERTY
$10,000,000

$8,000,000

$6,000,000

$4,000,000 -

$2,000,000 -

$0 -

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

[ Current Projection «=f==Original Projection

Figure 4 WORKERS' COMPENSATION
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The below chart (Figure 5) displays the gradual growth of total assets, retained earnings,
and member contributions since 2003. Total liabilities and net losses have also grown over
the same time period. For a self-insured pool this shows great stability in the program.

This stability allows the contributions members pay into the program to gradually increase
with inflation rather than having large upswings and/or downswings you may see in the
traditional insurance market. It also affords the program to expand services to the members
as well as take on additional risk by increasing the self-insured retention over time. In
addition, as our members have experienced over the last five years, it allows a return of
contributions through the Longevity Credit Program. The SDIS Trust has returned $5 million
over the last five (5) year.

Figure 5 also incorporates the self-insured health program. This addition is reflected in the
increase in member contributions and net losses. However, the stability in total assets, total
liabilities, and retained earnings is still very evident.
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Web: www.sdao.com

SPECIAL DISTRICTS

INSURANCE

Fax: 503-371-4781 | Email: sdao@sdao.com

Main Office: PO Box 12613 | Salem, OR 97309-0613
Toll-free: 800-285-5461 | Phone: 503-371-8667




