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Independent Auditor’s Report 

To the Board of Directors 
Montana State Fund 
Helena, Montana 

Report on the Audit of the Statutory Financial Statements 

Opinions 
We have audited the accompanying statutory financial statements (financial statements) of Montana 
State Fund (MSF), which comprise the statutory statements of admitted assets, liabilities, and 
policyholders’ equity as of December 31, 2022 and 2021, and the related statutory statements of 
income and changes in policyholders’ equity, and cash flows for the years then ended, and the related 
notes to the financial statements. 

Unmodified Opinion on Regulatory Basis of Accounting 
In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the admitted assets, liabilities, and policyholders’ equity of Montana State Fund as of 
December 31, 2022 and 2021, and the results of its operations, changes in policyholders’ equity, and its 
cash flows for the years then ended, on the basis of accounting described in Note 1. 

Adverse Opinion on U.S. Generally Accepted Accounting Principles 
In our opinion, because of the significance of the matter described in the Basis for Adverse Opinion on 
U.S. Generally Accepted Accounting Principles section of our report, the accompanying financial 
statements referred to above do not present fairly, in accordance with accounting principles generally 
accepted in the United States of America, the financial position of Montana State Fund as of December 
31, 2022 and 2021, or the results of its operations or its cash flows for the years then ended. 

Basis for Opinions 
We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of Montana State Fund and to meet our other ethical responsibilities, in accordance with 
the relevant ethical requirements relating to our audits. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinions.  

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
As described in Note 1 to the financial statements, Montana State Fund prepared these financial 
statements using accounting practices prescribed or permitted by the Montana State Auditor, 
Commissioner of Securities and Insurance, which is a basis of accounting other than accounting 
principles generally accepted in the United States of America. The effects on the financial statements of 
the variances between the statutory basis of accounting described in Note 1 and accounting principles 
generally accepted in the United States of America, although not reasonably determinable, are 
presumed to be material and pervasive. 
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Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with the accounting practices prescribed or permitted by the Montana State Auditor, 
Commissioner of Securities and Insurance. Management is also responsible for the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about Montana State Fund's ability 
to continue as a going concern for one year after the date that the financial statements are available to 
be issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will always 
detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements.  

In performing an audit in accordance with GAAS, we:  

 Exercise professional judgment and maintain professional skepticism throughout the audit.

 Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

 Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Montana State Fund’s internal control. Accordingly, no such
opinion is expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Montana State Fund’s ability to continue as a going concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control–related 
matters that we identified during the audit.  

Boise, Idaho 
March 29, 2023 



2022 2021
Admitted Assets

Cash and Invested Assets
Bonds $ 1,176,200,260 $ 1,198,102,733 
Equity securities 174,891,790 218,028,515 
Real estate occupied by the Company 22,400,478 22,931,363 
Cash, cash equivalents, and short-term investments 42,403,205 27,925,837 
Other invested assets 111,734,365 114,023,263 
Receivables for securities 38 203,441 
Securities lending collateral assets 12,435,928 12,697,390 

Total cash and invested assets 1,540,066,064 1,593,912,542 

Other Admitted Assets
Investment income due and accrued 6,910,684 6,428,399 
Receivables, net

Uncollected premiums 5,627,899 8,065,018 
Deferred premiums booked but not yet due 78,097,956 72,900,327 
Accrued retrospective premiums 223,517 190,341 

Funds deposited with reinsured companies 402,770 252,770 
Reinsurance funds withheld 57,294,098 65,317,939 
Electronic data processing equipment and software 539,855 803,701 

Total other admitted assets 149,096,779 153,958,495 

Total admitted assets $ 1,689,162,843 $ 1,747,871,037 

Liabilities and Policyholders' Equity

Liabilities
Unpaid losses $ 797,056,103 $ 810,711,038 
Unpaid loss adjustment expenses 127,336,382 125,265,750 
Commissions payable 2,452,248 2,617,072 
Other expenses payable 13,076,071 17,228,097 
Unearned premium 60,733,363 60,599,400 
Advance premium — 4,546 
Dividend declared and unpaid 5,968 854 
Ceded reinsurance premium payable 110,400 122,358 
Funds held by Company under reinsurance treaties 58,283,520 65,317,939 
Amounts retained for account of others 1,366,368 1,300,995 
Remittances and items not allocated 2,298,787 1,758,861 
Provision for reinsurance 6,000 — 
Payable to affiliates 169,355 234,720 
Payable for securities 230,457 972,112 
Securities lending liability 12,435,928 12,697,390 
Retrospective premiums payable 505,748 2,614,727 

Total liabilities 1,076,066,698 1,101,445,859 

Policyholders' Equity
Policyholders' equity 613,096,145 646,425,178 

Total liabilities and policyholders' equity $ 1,689,162,843 $ 1,747,871,037 

Montana State Fund
Statutory Statements of Admitted Assets, Liabilities, and Policyholders' Equity

December 31, 2022 and 2021

See Notes to Statutory Financial Statements 3



2022 2021

Net Premium Earned $ 168,470,070 $ 159,679,855 

Operating Expenses
Losses incurred  96,586,956  92,835,344 
Loss expenses incurred  28,826,213  28,554,553 
Underwriting expenses incurred  40,154,090  26,530,968 

Net underwriting gain  2,902,811  11,758,990 

Net investment income earned  36,065,207  34,742,164 
Net realized capital gains (losses)  (3,168,613)  38,362,730 
Receivable balances charged off, net of recoveries of $547,285 
and $1,125,539 respectively  (790,875)  (369,318) 
Other expenses  (2,259,781)  (2,916,288) 

Net Income Before Dividends  32,748,749  81,578,278 

Policyholder Dividends  (30,014,316)  (60,001,990) 

Net Income After Dividends $ 2,734,433 $ 21,576,288 

Changes in Policyholders' Equity

Balance, Beginning of Year $ 646,425,178 $ 600,993,271 
Net income  2,734,433  21,576,288 
Net unrealized gains (losses) on investments  (44,386,597)  28,070,812 
Change in non-admitted assets  8,329,131  (4,215,193) 
Other changes in policyholders' equity  (6,000)  — 

Balance, End of Year $ 613,096,145 $ 646,425,178 

Montana State Fund
Statutory Statements of Income and Changes in Policyholders' Equity

Years Ended December 31, 2022 and 2021

See Notes to Statutory Financial Statements 4



2022 2021
Cash from Operations

Premiums collected, net of reinsurance $ 173,623,899 $ 153,407,677 
Net investment income  35,690,019  35,937,160 
Miscellaneous expense  (3,050,656)  (3,285,606) 

 206,263,262  186,059,231 

Benefit and loss related payments  (110,241,891)  (103,396,424) 
Loss adjustments and underwriting expenses paid  (72,976,066)  (46,939,139) 
Dividends paid to policyholders  (30,009,202)  (60,035,426) 

 (213,227,159)  (210,370,989) 

Net Cash used for Operations  (6,963,897)  (24,311,758) 

Cash from Investments
Proceeds from investments sold, matured, or repaid

Bonds  302,022,162  315,229,113 
Equity securities  10,000,000  45,000,000 
Other invested assets  9,993,494  3,157,757 
Gain or loss on cash, cash equivalents, and short-term investments  (139,007)  — 
Miscellaneous proceeds  464,866  574,882 

Total investment proceeds  322,341,515  363,961,752 

Cost of investments acquired
Bonds  (294,103,374)  (342,576,456) 
Equity securities  (5,056,291)  (4,376) 
Other invested assets  (2,520,310)  (2,479,790) 
Miscellaneous applications  (741,655)  (8,511,142) 

Total investments acquired  (302,421,630)  (353,571,764) 

Net Cash from Investments  19,919,885  10,389,988 

Cash from Financing and Other Sources
Cash provided

Other sources  1,521,380  5,107,191 

Net Cash from Financing and Other Sources  1,521,380  5,107,191 

Net Increase (Decrease) in Cash and Short-Term Investments  14,477,368  (8,814,579) 

Cash and Short-Term Investments - Beginning of Year  27,925,837  36,740,416 

Cash and Short-Term Investments - End of Year $ 42,403,205 $ 27,925,837 

Montana State Fund
Statutory Statements of Cash Flows

Years Ended December 31, 2022 and 2021

See Notes to Statutory Financial Statements 5



Note 1 - Nature of Operations and Significant Accounting Policies

Nature of Operations

The Montana State Fund (MSF or the Company) is a nonprofit, independent public corporation established under 
Title 39, Chapter 71 of the Montana Code Annotated (MCA). MSF provides Montana employers with an option for 
workers’ compensation and occupational disease insurance and guarantees available coverage for all employers in 
Montana. MSF is governed by a seven member Board of Directors appointed by the Governor. The Board has full 
power, authority, and jurisdiction in the administration of MSF as fully and completely as the governing body of a 
private mutual insurance carrier. MSF is allocated to the State of Montana, Department of Administration for 
administrative purposes only, and is reported as a component unit in the State’s Annual Comprehensive Financial 
Reports. 

MSF functions as an autonomous insurance entity supported solely from its own revenues. All assets, debts, and 
obligations of MSF are separate and distinct from assets, debts, and obligations of the State of Montana. State law 
requires MSF to set premiums at a level sufficient to ensure adequate funding of the insurance program during the 
period the rates will be in effect. MSF governs, operates, and completes its financial reporting as an insurance 
company domiciled in the State of Montana and is required to file its annual statement and audited financial report 
with the Insurance Department (MDOI) of the Montana State Auditor’s Office (SAO).

During 1990, legislation passed establishing separate liabilities, funding and accounts for claims of injuries resulting 
from accidents occurring before July 1, 1990, referred to as the Old Fund, and claims occurring on or after July 1, 
1990, referred to as MSF. This report reflects only the operations of MSF. MSF administers and manages the 
remaining claims of the Old Fund. The State of Montana pays MSF an administrative fee and provides the funding 
for the Old Fund benefit payments.

Basis of Presentation

The accompanying financial statements of MSF have been prepared in conformity with accounting practices 
prescribed and permitted by the MDOI (Statutory Accounting Principles or SAP), which is a comprehensive basis 
of accounting other than accounting principles generally accepted in the United States of America (GAAP). Certain 
amounts in the notes to the financial statements have been rounded to the nearest thousand or million and such 
amounts are annotated with a “K” or “M”, respectively.

The MDOI recognizes only statutory accounting practices prescribed or permitted by the State of Montana for 
determining and reporting the financial condition and results of operations of an insurance company. The National 
Association of Insurance Commissioners’ (NAIC) Accounting Practices and Procedures manual (NAIC SAP) has 
been adopted as a component of prescribed or permitted practices by the State of Montana.

Differences of NAIC SAP from Generally Accepted Accounting Principles

Statutory accounting practices vary in some respects from U.S. generally accepted accounting principles (GAAP). 
Such significant differences include the following:

a. Investments in bonds with an NAIC rating of 1 or 2 are carried at NAIC determined value or amortized
cost, whereas bonds with an NAIC rating of 3 through 6 are assigned specific year-end values by the NAIC
and are written down to Securities Valuation Office (SVO) assigned values (if less than amortized cost) by
charging statutory equity.  Under GAAP, bonds are classified into three categories: held to maturity,
available for sale, or trading.  Bonds held to maturity are stated at amortized cost; bonds available for sale
are stated at fair value and the resulting unrealized gains or losses, net of applicable income taxes, are

Montana State Fund
Notes to Statutory Financial Statements

December 31, 2022 and 2021 
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charged or credited to equity; and bonds held for trading are reported at fair value and the resulting 
unrealized gains or losses are reported in earnings.  The fair value of investments on a statutory basis is 
determined by the SVO, whereas for GAAP, the fair value of investments is determined based on the 
expected exit price.

For loan-backed and structured securities, if the Company determines that they intend to sell a security or 
no longer have the ability and intent to retain the investment for a period of time sufficient to recover the 
amortized cost, that security shall be written down to fair value.  For statutory purposes, if the Company 
subsequently changes its assertion, and now believes it does not intend to sell the security and has the 
ability and intent to retain the investment for a period of time sufficient to recover the amortized cost, that 
security will continue to be carried at the lower of cost or market with any future decreases in fair value 
charged through operations until the security is disposed.  For GAAP purposes, once the Company alters its 
assertion, that security’s amortized cost basis will not be decreased for future reductions in fair value unless 
an other-than-temporary impairment is determined to have occurred.

Also, for GAAP purposes, other-than-temporary impairment losses related to debt securities are bifurcated 
between credit and non-credit with only the credit component charged to earnings, whereas for statutory 
purposes, the total other-than-temporary impairment loss is reported in earnings.

b. Assets having economic value other than those that can be used to fulfill policyholder obligations are 
categorized as “non-admitted assets” and are not permitted to be included in the statutory financial 
statements of admitted assets, liabilities, and policyholders’ equity, whereas for GAAP, these assets are 
recognized in the balance sheet, subject to any valuation allowances. Assets reported under NAIC SAP as 
“non-admitted” are excluded through a charge against unassigned policyholders’ equity. Included with non-
admitted assets are furniture, certain equipment and software, prepaid expenses,  and certain receivables 
that do not meet statutory criteria for admitted assets.

c. Receivables over 90 days outstanding are not admitted to the statutory financial statements and charged 
against statutory policyholders’ equity, whereas, for GAAP, the Company assesses the collectability of 
premiums receivable and any charge for uncertain collection is made to the income statement.

d. The statutory statement of admitted assets, liabilities, and policyholders’ equity is presented net of the 
effects of reinsurance, whereas, for GAAP, the balance sheet is presented gross of the effects of reinsurance.

e. Cash, cash equivalents, and short-term investments in the statement of cash flows represent cash balances 
and investments with initial maturities of one year or less. Under GAAP, the corresponding caption of cash 
and cash equivalents include cash balances and investments with initial maturities of three months or less.

f. Commissions allowed by reinsurers on business ceded are reported as income when received rather than 
being deferred and, to the extent recoverable, amortized over the life of the policy, as required under 
GAAP.

g. All leases are recorded as operating leases on the statutory financial statements, while under GAAP, leases 
are either operating or financing, based on certain criteria, with recognition of a right-of-use asset and a 
lease liability.

h. Governmental pension accounting standards (GASB 68) require recognition of an allocation of the state’s 
unfunded retirement plan liability at the agency level. Under SAP, the recording of a portion of the 
unfunded liability is not required for a reporting entity who participates in a plan sponsored by another 
entity, but is not directly liable for the obligations under the plan (SSAP No. 102 paragraph 86); however, 

Montana State Fund
Notes to Statutory Financial Statements

December 31, 2022 and 2021 
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the amounts contributed to the plan by MSF are recorded as expense in the current period.

i. Governmental other postemployment benefit (OPEB) accounting standards (GASB 75) require recognition 
of an allocation of the state’s OPEB liability at the agency level. Under SAP, the recording of a portion of 
the liability is not required for a reporting entity who participates in a plan sponsored by another entity, but 
is not directly liable for the obligations under the plan (SSAP No. 92 paragraph 100).

j. The statutory statement of cash flows differs in certain respects from the presentation required within 
GAAP literature, including presentation of changes of cash and short investments instead of cash and cash 
equivalents. In addition, GAAP requires a reconciliation of net income to net cash from operating activities. 
Short-term investments include securities with a maturity of one year or less and are included in the cash 
balance, whereas GAAP excludes short-term investments from cash. Both statutory and GAAP include cash 
equivalents in the cash balance. Cash equivalents are defined as highly liquid investments with a maturity of 
three months or less at acquisition.

k. Comprehensive income is not determined for statutory reporting purposes, whereas, for GAAP, such 
income is presented.

l. Incremental direct costs that result directly from and are essential to the contract acquisition transaction and 
would not have been incurred by the Company had the contract acquisition not occurred, are charged 
against statutory earnings as such costs are incurred, while, under GAAP, such costs, to the extent 
recoverable, would be deferred and amortized over the effective periods covered by the related policies.

m. A statutory liability is calculated based on the age of the reinsurance recoverable and whether the reinsurer 
is authorized by the Company’s state of domicile.  This statutorily required provision for reinsurance is a 
direct charge to surplus.  Under GAAP, no such liability is provided.

n. The statutory financial statements are prepared in conformity with the Annual Financial Reporting Model 
Regulation # 205, which requires the audited financial statements to conform to the language and groupings 
used to prepare the Annual Statement filing as set out by the NAIC.

The differences between statutory accounting practices and GAAP are material. See Note 17 for a listing of 
significant differences.

MSF’s financial statements are stated on a NAIC SAP basis except where certain differences are set out in the 
Montana Code Annotated. MCA references conformity with the Accounting Practices and Procedures Manual 
within section 33-2-701(1), and therefore, concludes that no legislation is necessary to adopt its use.

For the years ended December 31, 2022 and 2021, there were no differences of MSF’s net income and 
policyholders’ equity between NAIC SAP and practices prescribed and permitted by the State of Montana.

Reclassifications

Certain reclassifications of amounts previously reported have been made to the accompanying financial statements 
to maintain consistency between periods presented. The reclassifications had no impact on net income or 
policyholders' equity.

Montana State Fund
Notes to Statutory Financial Statements

December 31, 2022 and 2021 
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Going Concern

MSF's management does not believe there is substantial doubt about the Company's ability to continue as a going 
concern.

Significant Statutory Accounting Policies

Cash and Cash Equivalents

Cash, cash equivalents, and short-term investments are stated at net asset value.  Cash constitutes a medium of 
exchange that a bank or other similar financial institution will accept for deposit and allow an immediate credit to 
the depositor’s account. Savings accounts and certificates of deposits with maturity dates of one year or less are also 
classified as cash. Cash equivalents are short-term, highly liquid investments that are both readily convertible to 
known amounts of cash and so near their maturity that they present insignificant risk of change in value due to 
changes in interest rates. Only investments with original maturities of three months or less qualify, with the 
exception of money market mutual funds.  Money market mutual funds registered under the Investment Company 
Act of 1940 and regulated under rule 2a-7 are accounted for and reported as cash equivalents.  The Montana State 
Treasury and the Montana Board of Investments (BOI) hold MSF’s cash and cash equivalent balances. At times 
during the year, MSF’s cash balances are in excess of federally insured limits. The Company does not consider this 
a significant credit risk. MSF participates in the Short-Term Investment Pool (STIP) money market mutual fund, 
maintained by the BOI. 

Short-Term Investments

Short-term investments are those investments with remaining maturities of one year or less at the time of 
acquisition, excluding those investments classified as cash equivalents. Short-term investments include but are not 
limited to bonds, commercial paper, money market instruments, repurchase agreements, and collateral and mortgage 
loans that meet the above criteria.

Investments

Equity securities, bonds, investments in partnerships and limited liability companies, and certificates of deposit with 
original maturities greater than one year are long-term investment securities. Long-term securities are held by BOI. 
State Street Bank is the custodial bank for BOI.

Equity securities held through mutual funds are valued at net asset value (NAV) of shares held by MSF at year end, 
which is used as a practical expedient for fair market value. The Montana Constitution allows investing in equity 
securities, with the restriction that equity securities cannot exceed 25% of total investment book value. The BOI 
approved a policy statement to maintain the allocation to public equities at no more than 15% of total portfolio 
market value.  Investments in equity securities are carried at NAV as determined by the fund manager, and the 
related unrealized capital gains (losses) are reported in policyholders’ equity.

Bonds, excluding residential and commercial mortgage-backed securities, are rated and valued in accordance with 
the NAIC Securities Valuation Office (SVO) rating guidelines.  Bonds with a SVO rating of 1 and 2 are valued at 
amortized cost using the scientific (constant yield) interest method. Bonds with a SVO rating of 3 or higher are 
valued at the lower of amortized cost or market.

Investments in residential and commercial mortgage-backed securities not guaranteed by federal or federally-
sponsored agencies utilize a financial model commissioned by the NAIC to determine credit ratings, and ultimately 
the NAIC designation/rating.  This financial model requires a two-step process.  MSF first determines the initial 

Montana State Fund
Notes to Statutory Financial Statements

December 31, 2022 and 2021 
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rating designation based upon each security’s amortized cost in relation to security-specific prescribed break points.  
This initial rating designation determines whether the security will be stated at amortized cost or fair value, based on 
the same criteria noted in the preceding paragraph.  The lower the amortized cost relative to par, the higher the 
NAIC designation, and more likely the security will be carried at amortized cost.  If the security is to be carried at 
fair value, MSF then determines the final rating designation based upon each security’s fair value in relation to the 
same security’s specific prescribed break points used in the first step.  If the security is to be carried at amortized 
cost, the final designation remains the same as what was determined in the first step. 

The final designation is used for risk-based capital (RBC) purposes as well as for NAIC designation disclosure.

Investments in partnerships and limited liability companies are valued based on the net asset value (NAV) of the 
investment pool which is used as a practical expedient for fair market value. The related unrealized capital gains 
(losses) are reported in policyholders’ equity.

MSF has no derivative investments.

Investments in Real Estate are comprised of property occupied by the Company. These investments are recorded at 
depreciable cost net of related debt obligation, which was zero as of December 31, 2022 and 2021. Depreciation is 
calculated on a straight-line basis over the estimated useful life of the property. Land is valued at historical cost.

Investment income consists of interest and dividends, net of related investment expenses. Interest is recognized on 
an accrual basis and dividends are recorded as earned at the ex-dividend date. Realized capital gains and losses are 
determined using the first-in first-out method at the time of disposition. 

Fair Values of Financial Instruments

Statement of Statutory Accounting Principles (SSAP) No. 100R, “Fair Value” defines fair value as the price that 
would be received from selling an asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date. When determining the fair value measurements for assets and liabilities 
required to be recorded at fair value, the Company considers the principal or most advantageous market in which it 
would transact and considers assumptions that market participants would use when pricing the asset or liability, 
such as inherent risk, transfer restrictions, and risk of nonperformance.

The Company classified its investments based upon an established fair value hierarchy that prioritizes the inputs to 
valuation techniques used to measure fair value. SSAP No. 100R describes a fair value hierarchy based on three 
levels of inputs, of which the first two are considered observable and the last unobservable, that may be used to 
measure fair value, which are the following:

• Level 1-Quoted prices in active markets for identical assets or liabilities.
• Level 2-Inputs other than Level 1 that are observable, either directly or indirectly; such as quoted prices for

similar assets or liabilities, quoted prices in markets that are not active; or other inputs that can be
corroborated by observable market data for substantially the full term of the assets or liabilities.

• Level 3-Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of 
any input that is significant to the fair value measurement. Valuation techniques used need to maximize the use of 
observable inputs and minimize the use of unobservable inputs.
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Following is a description of the valuation methodologies used for assets measured at fair value or for those assets 
not stated at fair value in the financial statements but whose estimated fair values are disclosed.

Bonds - Issuer Obligations, including Industrial and Miscellaneous - Valued based on market values. For those 
securities not actively traded, quoted market prices of comparable instruments or discounted cash flow analysis are 
used based upon inputs that are observable in the markets for similar securities. Inputs include benchmark yields, 
credit spreads, default rates, prepayments, and non-bonding broker quotes.

Bonds - Mortgage and Other Asset-Backed Bonds - Valued based on Commercial and Residential Mortgage-Backed 
Securities modeling file provided by Clearwater Analytics. The prepayment assumptions used for single class and 
multi-class mortgage-backed/asset-backed securities were obtained from broker/dealer survey values. These 
assumptions are consistent with the current interest rate and economic environment.

Equity Securities - Unaffiliated and Mutual Funds - Unit value is based on the quoted market value of the individual 
securities held by the fund less the liabilities of the fund.  The NAV of the fund is used as a practical expedient for 
fair value.

Other Invested Assets - Value is based on appraised market values of the properties held by the investment company 
less liabilities.  NAV of the investment is used as a practical expedient for fair value.

Cash and Cash Equivalents - NAV is determined by the market values of the underlying assets held in the money 
market mutual funds.  The carrying amounts are reported at NAV as a practical expedient for fair value. 

The preceding methods described may produce a fair value calculation that may not be indicative of net realizable 
value or reflective of the future fair values. Furthermore, although the Company believes its valuation methods are 
appropriate and consistent with other market participants, the use of different methodologies or assumptions to 
determine the fair value of certain financial instruments could result in a different fair value measurement at the 
reporting date.

Other-Than-Temporary Declines in Fair Value

The Company regularly reviews its investment portfolio for factors that may indicate that a decline in fair value of 
an investment is other-than-temporary. Some factors considered in evaluating whether or not a decline in fair value 
is other-than-temporary include: the Company’s ability and intent to retain the investment for a period of time 
sufficient to allow for a recovery in value; the duration and extent to which fair value has been less than cost; and 
the financial condition and prospects of the issuer. When other-than-temporary impairments are recognized, the 
security is written down to an estimated fair value, and the amount of the write-down is recorded as a realized loss.

Cash Collateral and Liability for Securities on Loan

Under the provisions of state statutes, the Montana Board of Investments (BOI) has, by a Securities Lending 
Authorization Agreement, authorized the custodial bank, State Street Bank, to lend BOI’s securities to broker-
dealers and other entities with a simultaneous agreement to return the collateral for the same securities in the future. 
During the period the securities are on loan, BOI receives a fee and the bank must initially receive collateral equal 
to 102% of the market value of the securities on loan and must maintain collateral of at least 100% of the market 
value of the loaned security. BOI retains all rights of ownership during the loan period.

The cash collateral received on each loan was invested, together with the cash collateral of other qualified plan 
lenders, in a collective investment pool, the State Street Navigator Securities Lending Government Money Market 
Portfolio. The relationship between the average maturities of the investment pool and BOI’s loans was affected by 
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the maturities of the loans made by other plan entities that invested cash collateral in the collective investment pool, 
which BOI could not determine. On December 31, 2022 and 2021, BOI had no credit risk exposure to borrowers.

Premium Receivable

Premium receivable balances with an amount due over 90 days are non-admitted assets. MSF evaluates the 
remaining admitted accounts receivable asset for impairment. If it is probable that any amounts are not collectible, 
the uncollectible receivable is written off and charged to income in the period the determination is made. 

Computer Equipment and Software

Computer equipment is capitalized if the actual or estimated historical cost exceeds $5,000. Software is capitalized 
if the actual or estimated historical cost exceeds $100,000. Computer equipment is depreciated on a straight-line 
basis over an estimated useful life of three years. Software is amortized on a straight-line basis using a three-year 
life for operating software and a five year life, or less, for application software. In accordance with statutory 
accounting principles, computer equipment and operating software are admitted assets, although §33-2-501(11), 
MCA limits admission of this equipment to a maximum of 1% of admitted assets. Application software is a non-
admitted asset.

Furniture, Equipment and Leasehold Improvements

Furniture and equipment are capitalized if the unit cost exceeds $5,000, and are recorded at cost and depreciated on 
a straight-line basis using estimated useful lives, which range from five to ten years. There are no leasehold 
improvements. Statutory accounting principles require that furniture, equipment, and leasehold improvements be 
capitalized, depreciated, and non-admitted.

Other Assets

Other assets include advances for the Other States Coverage reinsurance contracts.

Risks and Uncertainties

Risks and uncertainties existing as of the date of the financial statements are as follows:

Credit Risk - Credit risk is defined as the risk that an issuer or other counterparty to an investment will not fulfill its 
obligation. With the exception of the U.S. Government securities, fixed income instruments have credit risk as 
measured by major credit rating services. This risk is that the issuer of a fixed income security may default in 
making timely principal and interest payments. MSF investment policy requires the investment-grade portion of its 
fixed income investments, at the time of purchase, to be rated investment grade as defined by Moody’s (Baa3 or 
higher) and/or Standard & Poor’s (BBB- or higher) rating services. The policy allows for investment in non-
investment-grade fixed income securities, limited to 7% of the total portfolio.  The U.S. Government securities are 
guaranteed directly or indirectly by the U.S. Government. Obligations of the U.S. Government or obligations 
explicitly guaranteed by the U.S. Government are not considered to have credit risk.  The NAIC regards U.S. 
Treasuries and agencies and all A ratings as Class 1 (highest quality), BBB ratings as Class 2 (high quality), BB 
ratings as Class 3 (medium quality), B ratings as Class 4 (low quality), C ratings as Class 5 (lower quality), and D 
ratings as Class 6 (in or near default).
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The credit quality of the bond portfolio at December 31, 2022 and 2021 are presented in the following chart:
2022 2021

NAIC Admitted 
Value Percentage

NAIC Admitted 
Value Percentage

Class 1 - highest quality $ 916,067,531  77.88 % $ 901,465,391  75.24 %
Class 2 - high quality  208,634,908  17.74 %  253,164,614  21.13 %
Class 3 - medium quality  23,317,767  1.98 %  19,633,766  1.64 %
Class 4 - low quality  21,273,350  1.81 %  16,410,671  1.37 %
Class 5 - lower quality  6,822,920  0.58 %  7,428,291  0.62 %
Class 6 - in or near default  83,784  0.01 %  —  — %

Total bonds $ 1,176,200,260  100.00 % $ 1,198,102,733  100.00 %

Custodial Credit Risk - Custodial credit risk for investments is the risk that, in the event of the failure of the 
counterparty to a transaction, a company will not be able to recover the value of the investment or collateral 
securities that are in the possession of an outside party. As of December 31, 2022 and 2021, all the fixed income 
securities were registered in the nominee name of BOI and held in the possession of BOI’s custodial bank, State 
Street Bank. All equity index funds and real estate partnership and limited liability companies were purchased and 
recorded in BOI’s name.

Concentration of Credit Risk - Concentration of credit risk is the risk of loss attributed to the magnitude of a 
company’s investment in a single issuer. The MSF Investment Policy requires credit risk to be limited to 3% of the 
total securities portfolio market value in any one name.  Investments issued or explicitly guaranteed by the U.S. 
Government are excluded from the concentration of credit risk requirement.

Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment. The MSF Investment Policy sets an average portfolio duration range within 20% of the duration for the 
Bloomberg Barclays Intermediate US Aggregate Bond Index. BOI uses the weighted effective duration method to 
calculate interest rate risk. 

Corporate asset-backed securities are based on cash flows from principal and interest payments on underlying 
automobile loan receivables, credit card receivables, and other assets. These securities, while sensitive to 
prepayments due to interest rate changes, have less credit risk than securities not backed by pledged assets.

MSF investments are categorized in Note 2 to disclose credit and interest rate risk as of December 31, 2022 and 
2021.

Uncertainty Due to Litigation - In the ordinary course of business, MSF is a defendant in various litigation matters. 
Although there can be no assurances, as of December 31, 2022 and 2021, in the opinion of MSF’s management 
based on information currently available, the ultimate resolution of these legal proceedings would not be likely to 
have a material adverse effect on its statutory results of revenue and expenses, admitted assets, liabilities, and 
policyholders’ equity or liquidity. For further discussion, refer to Note 14 (Contingencies and Uncertainties).

Vulnerability Due to Certain Concentrations - MSF conducts its business primarily within the State of Montana and 
is susceptible to risk based on the economy of the geographic territory it serves. As of December 31, 2022 and 2021, 
approximately 75% and 74%, respectively, of total premium was written through appointed agency producers, and 
about 25% and 26%, respectively, was written directly by MSF. The Marsh & McLennan agency represented 38% 
and 36%, respectively, of MSF’s total premium as of December 31, 2022 and 2021.
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Use of Estimates - The preparation of financial statements in conformity with Statutory Accounting Principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenue and expenses during the period. Actual results could differ from those estimates. Material estimates 
susceptible to significant change include loss and loss adjustment expense reserves, the fair value of investments, 
investment impairments, and cost allocation processes.

Reinsurance Risk - Reinsurance contracts do not relieve the Company from its obligations to insureds. Failure of 
reinsurers to honor their obligations could result in losses to the Company. The Company evaluates the financial 
condition of its reinsurers to minimize its exposure to significant losses from reinsurer insolvencies. Management 
believes that any liability arising from this contingency would not be material to the Company’s financial position.

Risk-Based Capital - Risk-based capital (RBC) is a method developed by the NAIC to measure the minimum 
amount of capital appropriate for an insurance company to support its overall business operations in consideration 
of its size and risk profile. The formulas for determining the amount of RBC specify various weighting factors that 
are applied to financial balances or various levels of activity based on the perceived degree of risk of such activities. 
The adequacy of the company’s actual capital is measured by the RBC results as determined by the formulas. 
Companies below minimum RBC requirements are subject to specified corrective action. State law 33-2-1902(12), 
MCA requires that MSF have two times the capital level of other insurers as a more conservative measure to allow 
earlier regulatory intervention if necessary.

Administrative Cost Allocation

State law (Section 39-71-2352, MCA) requires MSF to separately determine and account for administrative 
expenses and benefit payments on claims for injuries resulting from accidents occurring before July 1, 1990 (Old 
Fund) from those occurring on or after July 1, 1990 (MSF).  MSF received $498K and $521K from the State of 
Montana for the administration of the Old Fund for years ended December 31, 2022 and 2021, respectively.

Losses Incurred and Loss Adjustment Expense Estimates

Loss and loss adjustment expense (LAE) reserves are established to provide for the estimated ultimate settlement 
cost of all claims incurred. Loss reserves are based on reported aggregate claim cost estimates combined with 
estimates for future development of such claim costs and estimates of incurred but not reported (IBNR) claims.
Because actual claim costs depend on such complex factors as inflation and changes in the law, claim liabilities are 
recomputed periodically using a variety of actuarial and statistical techniques to produce current estimates that 
reflect recent settlements, claim frequency, and other economic and social factors. There can be no assurance that 
the ultimate settlement of losses may not vary materially from the estimate recorded. Since liabilities are based on 
estimates, the ultimate liability may be in excess of, or less than, the amounts provided. Adjustments to these 
estimates of reserves will be reflected in the Statutory Statement of Income in future years.

A provision for inflation and the calculation of estimated future claim costs is implicit in the calculation because 
reliance is placed both on actual historical data that reflect past inflation and on other factors that are considered to 
be appropriate modifiers of past experience. 

Losses and loss adjustment expenses are presented at face value net of estimated reinsurance recoverable. For 
further discussion, refer to Note 8.

Reinsurance Recoverable on Paid and Unpaid Losses

Reinsurance recoverables are estimates of paid and unpaid losses collectible from MSF’s reinsurers. The amounts 
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ultimately collected may be more or less than these estimates. Any adjustments of these estimates are reflected in 
revenues and expenses as they are determined. 

Premium Deficiency Reserve

Premium deficiency reserves and the related expense are recognized when it is probable that losses, loss adjustment 
expense and policy maintenance costs under a group of existing contracts will exceed net earned premium, 
reinsurance recoveries and anticipated investment income. No such reserves were required at December 31, 2022 
and 2021.

Other Liabilities

• Funds Withheld - Funds withheld are premiums due to reinsurers on a contingent basis in accordance with
the reinsurance contracts in place.

• Accounts Payable - Accounts payable includes liabilities incurred on behalf of claimants, refunds, dividends
due to policyholders, and amounts due to vendors.

• Compensated Absences - MSF supports two leave programs, the State of Montana Leave Program,
(Traditional Plan) and the MSF Personal Leave Program. Employees covered in the Traditional Plan
accumulate both annual leave and sick leave and MSF pays employees 100% of unused annual leave and
25% of unused sick leave upon termination. MSF also pays 100% of unused compensatory leave credits
upon termination to employees in the Traditional Plan. Employees in the Personal Leave Program
accumulate personal leave and extended leave. MSF pays employees for 100% of unused personal leave
and banked holiday leave upon termination but extended leave has no cash value at the time of termination.

Income and Premium Taxes Payable

MSF is a component unit of the State of Montana and is not subject to federal or state premium or income tax.

Prepaid Expenses

The Company recognizes costs that benefit several accounting periods as prepaid assets to the extent that an 
individual cost exceeds $10,000.  The Company immediately expenses those prepaid costs that do not exceed 
$10,000. Prepaid expenses are amortized and expensed over the period of use.  Prepaid expenses that are 
unamortized at the end of a financial reporting period are non-admitted and charged to policyholder equity in 
accordance with statutory accounting principles.

Restricted Assets

The Company reports assets which are not under the exclusive control of the Company.  These assets represent 
funds deposited with reinsured companies.  The balances at December 31, 2022 and 2021 were $403K and $253K, 
respectively.

Premium Revenue and Unearned Premium

Premiums are recognized as revenue on a pro-rata basis over the policy period, beginning on the effective date of 
the policy. MSF’s Board of Directors approves premium rates annually.

Premiums received in advance are deferred until the effective date of the policy at which time they are recognized 
as revenue on a pro-rata basis over the term of the policy. Premium advances are refundable when the 
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policyholder’s coverage is canceled and MSF has credited all earned premiums. State of Montana agency premium 
is estimated and payments are applied quarterly in arrears based on the actual reported payroll.

Unearned premium reflects premium that has been written but not yet earned.  The unearned premium was $60.7M 
and $60.6M at December 31, 2022 and 2021, respectively.

Retrospectively Rated Policies

MSF issues policies for which the premiums vary based on loss experience. Future premium adjustments for these 
retrospective policies are estimated and accrued at the end of each quarter. The premium adjustments are 
determined through the review of each individual retrospective rated policy, comparing actual losses with projected 
future losses, to arrive at the best estimates of return or additional retrospective premiums. MSF records 
retrospective premium accruals and receivables as written premium. Return premiums are recorded as liabilities and 
additional premiums are recorded as assets and 10% of all retrospective premium receivables are non-admitted in 
accordance with SSAP No. 66.

Policy Acquisition Costs

Expenses incurred in connection with acquiring new insurance business, including such acquisition costs as sales 
commissions, are charged to operations as incurred.

Advertising Costs

All advertising costs are expensed when incurred. Advertising expense was $1.0M and $823K for the years ended 
December 31, 2022 and 2021, respectively.

Policyholder Dividends

Dividends are discretionary and are accrued and expensed when declared and approved by the MSF Board of 
Directors. The aggregate amount of policyholders’ dividends is based on the analysis of policyholder equity 
balances and the financial results for the policy year. For further discussion, refer to Note 10.
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Note 2 - Investments

The investments of MSF at December 31, 2022 are as follows:

December 31, 2022
Total Investment 

Holdings Percentage
Bonds:

U.S. Government $ 222,504,461  14.45 %
U.S. Government residential mortgage-backed 26,509,458  1.72 %
All Other Government 8,998,740  0.58 %
U.S. Special Revenue 87,830,054  5.70 %
U.S. Special Revenue residential mortgage-backed 172,458,396  11.20 %
U.S. Special Revenue commercial mortgage-backed 29,645,771  1.92 %
Industrial and Miscellaneous 486,845,504  31.61 %
Industrial and Miscellaneous residential mortgage-backed 54,107,528  3.51 %
Industrial and Miscellaneous commercial mortgage-backed 41,925,607  2.72 %
Industrial and Miscellaneous other loan-backed 43,030,454  2.79 %
Hybrid Securities 247,598  0.02 %
Bank Loans 2,096,689  0.14 %

Total bonds 1,176,200,260  76.36 %

Equity securities 174,891,790  11.36 %
Real Estate - Property occupied by the Company 22,400,478  1.45 %
Cash, cash equivalents and short-term investments 42,403,205  2.75 %
Other invested assets 111,734,365  7.26 %
Receivables for securities 38  — %
Securities lending collateral 12,435,928  0.81 %

Total invested assets $ 1,540,066,064  100.00 %
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The investments of MSF at December 31, 2021 are as follows:

December 31, 2021
Total Investment 

Holdings Percentage
Bonds:

U.S. Government $ 313,684,070  19.68 %
U.S. Government residential mortgage-backed 30,485,585  1.91 %
All Other Government 8,996,180  0.56 %
U.S. Special Revenue 38,179,282  2.40 %
U.S. Special Revenue residential mortgage-backed 142,918,707  8.97 %
U.S. Special Revenue commercial mortgage-backed 32,895,978  2.06 %
Industrial and Miscellaneous 500,795,213  31.42 %
Industrial and Miscellaneous residential mortgage-backed 55,302,889  3.47 %
Industrial and Miscellaneous commercial mortgage-backed 37,313,493  2.34 %
Industrial and Miscellaneous other loan-backed 35,647,195  2.24 %
Hybrid Securities 37,926  — %
Bank Loans 1,846,215  0.12 %

Total bonds 1,198,102,733  75.17 %

Equity securities 218,028,515  13.68 %
Real Estate - Property occupied by the Company 22,931,363  1.44 %
Cash, cash equivalents and short-term investments 27,925,837  1.75 %
Other invested assets 114,023,263  7.15 %
Receivables for securities 203,441  0.01 %
Securities lending collateral 12,697,390  0.80 %

Total invested assets $ 1,593,912,542  100.00 %

MSF has investments in five companies which have underlying characteristics of real estate and are classified as 
other invested assets. 
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The cost or book/adjusted carrying value, gross unrealized gains, gross unrealized losses, and estimated fair value of 
invested assets are as follows at December 31, 2022:

December 31, 2022
Book/Adjusted 
Carrying Value

Gross Unrealized 
Gains

Gross Unrealized 
Losses

Estimated Fair 
Value

U.S. Government $ 222,504,461 $ 295,269 $ (19,698,970) $ 203,100,760 
U.S. Government residential mortgage-backed 26,509,458 — (5,521,154) 20,988,304 
All Other Government 8,998,740 — (116,500) 8,882,240 
U.S. Special Revenue 87,830,054 1,269 (4,324,190) 83,507,133 
U.S. Special Revenue residential mortgage-
backed 172,458,396 — (27,247,158) 145,211,238 
U.S. Special Revenue commercial mortgage-
backed 29,645,771 — (2,107,524) 27,538,247 
Industrial and Miscellaneous 486,845,504 774,392 (26,525,542) 461,094,354 
Industrial and Miscellaneous residential 
mortgage-backed 54,107,528 260,506 (3,882,485) 50,485,549 
Industrial and Miscellaneous commercial 
mortgage-backed 41,925,607 — (5,165,170) 36,760,437 
Industrial and Miscellaneous other loan-backed 43,030,454 643 (3,404,954) 39,626,143 
Hybrid Securities 247,598 24,049 — 271,647 
Bank Loans 2,096,689 7,372 — 2,104,061 

Total bonds valued at amortized cost $ 1,176,200,260 $ 1,363,500 $ (97,993,647) $ 1,079,570,113 

Cost
Gross Unrealized 

Gains
Gross Unrealized 

Losses
Estimated Fair 

Value
Money market mutual funds $ 31,323,009 $ — $ — $ 31,323,009 
Short-term investments 6,399,176 — (72,912) 6,326,264 
Equity securities 71,532,357 103,364,434 (5,001) 174,891,790 
Other invested assets 89,998,040 22,279,344 (543,019) 111,734,365 

Total securities valued at fair value $ 199,252,582 $ 125,643,778 $ (620,932) $ 324,275,428 
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The cost or book/adjusted carrying value, gross unrealized gains, gross unrealized losses, and estimated fair value of 
invested assets are as follows at December 31, 2021:

December 31, 2021
Book/Adjusted 
Carrying Value

Gross Unrealized 
Gains

Gross Unrealized 
Losses

Estimated Fair 
Value

U.S. Government $ 313,684,070 $ 7,103,779 $ (3,972,163) $ 316,815,686 
U.S. Government residential mortgage-backed 30,485,585 39,152 (600,144) 29,924,593 
All Other Government 8,996,180 362,900 — 9,359,080 
U.S. Special Revenue 38,179,282 971,672 (122,646) 39,028,308 
U.S. Special Revenue residential mortgage-
backed 142,918,707 112,839 (3,640,945) 139,390,601 
U.S. Special Revenue commercial mortgage-
backed 32,895,978 546,211 — 33,442,189 
Industrial and Miscellaneous 500,795,213 27,096,519 (1,298,244) 526,593,488 
Industrial and Miscellaneous residential 
mortgage-backed 55,302,889 221,937 (665,359) 54,859,467 
Industrial and Miscellaneous commercial 
mortgage-backed 37,313,493 1,193,038 (135,801) 38,370,730 
Industrial and Miscellaneous other loan-
backed 35,647,195 502,651 (45,483) 36,104,363 
Hybrid Securities 37,926 20,524 — 58,450 
Bank Loans 1,846,215 8,516 — 1,854,731 

Total bonds valued at amortized cost $ 1,198,102,733 $ 38,179,738 $ (10,480,785) $ 1,225,801,686 

Cost
Gross Unrealized 

Gains
Gross Unrealized 

Losses
Estimated Fair 

Value
Money market mutual funds $ 17,677,501 $ — $ — $ 17,677,501 
Equity securities 68,376,143 149,652,375 (3) 218,028,515
Other invested assets 95,460,476 18,937,843 (375,056) 114,023,263

Total securities valued at fair value $ 181,514,120 $ 168,590,218 $ (375,059) $ 349,729,279 
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The gross unrealized losses and fair value of the Company’s investments, aggregated by investment category and 
length of time that individual securities have been in a continuous unrealized loss position, were as follows at 
December 31, 2022: 

December 31, 2022 Less than 12 months 12 months or longer Total

Fair Value
Unrealized 

Losses Fair Value
Unrealized 

Losses Fair Value
Unrealized 

Losses
U.S. Government $ 97,524,265 $ (11,685,724) $ 52,235,220 $ (8,013,246) $ 149,759,485 $ (19,698,970) 
U.S. Government residential 
mortgage-backed 764,179 (105,900) 20,224,126 (5,415,254) 20,988,305 (5,521,154) 
All Other Government 8,882,240 (116,500) — — 8,882,240 (116,500) 
U.S. Special Revenue 78,958,249 (3,843,240) 4,527,574 (480,950) 83,485,823 (4,324,190) 
U.S. Special Revenue residential 
mortgage-backed 54,100,324 (4,048,625) 91,110,913 (23,198,533) 145,211,237 (27,247,158) 
U.S. Special Revenue commercial 
mortgage-backed 27,538,248 (2,107,524) — — 27,538,248 (2,107,524) 
Industrial and Miscellaneous 389,217,533 (19,606,041) 46,078,157 (6,919,501) 435,295,690 (26,525,542) 
Industrial and Miscellaneous 
residential mortgage-backed 13,353,118 (93,196) 29,898,267 (3,789,289) 43,251,385 (3,882,485) 
Industrial and Miscellaneous 
commercial mortgage-backed 18,108,650 (2,314,177) 18,651,787 (2,850,993) 36,760,437 (5,165,170) 
Industrial and Miscellaneous other 
loan-backed 32,084,453 (2,857,485) 7,509,029 (547,469) 39,593,482 (3,404,954) 
Short-term investments 6,326,264 (72,912) — — 6,326,264 (72,912) 
Equity securities 35,638 (5,001) — — 35,638 (5,001) 
Other invested assets 2,274,249 (245,961) 2,182,732 (297,058) 4,456,981 (543,019) 

$ 729,167,410 $ (47,102,286) $ 272,417,805 $ (51,512,293) $ 1,001,585,215 $ (98,614,579) 

The gross unrealized losses and fair value of the Company’s investments were as follows at December 31, 2021:
December 31, 2021 Less than 12 months 12 months or longer Total

Fair Value
Unrealized 

Losses Fair Value
Unrealized 

Losses Fair Value
Unrealized 

Losses
U.S. Government $ 109,463,100 $ (2,449,605) $ 32,310,220 $ (1,522,558) $ 141,773,320 $ (3,972,163) 
U.S. Government residential 
mortgage-backed 14,755,407 (127,801) 13,382,634 (472,343) 28,138,041 (600,144) 
All Other Government — — — — — — 
U.S. Special Revenue 9,862,000 (122,646) — — 9,862,000 (122,646) 
U.S. Special Revenue residential 
mortgage-backed 123,482,637 (3,640,945) — — 123,482,637 (3,640,945) 
Industrial and Miscellaneous 52,372,331 (685,513) 9,347,500 (612,731) 61,719,831 (1,298,244) 
Industrial and Miscellaneous 
residential mortgage-backed 34,323,931 (665,359) — — 34,323,931 (665,359) 
Industrial and Miscellaneous 
commercial mortgage-backed 21,835,930 (135,801) — — 21,835,930 (135,801) 
Industrial and Miscellaneous other 
loan-backed 8,977,695 (45,483) — — 8,977,695 (45,483) 
Equity securities 452 (3) — — 452 (3) 
Other invested assets 2,104,733 (375,056) — — 2,104,733 (375,056) 

$ 377,178,216 $ (8,248,212) $ 55,040,354 $ (2,607,632) $ 432,218,570 $ (10,855,844) 
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MSF closely monitors its investment portfolio and considers relevant facts and circumstances in evaluating whether 
the impairment of a security is other than temporary. Relevant facts and circumstances that are considered include: 
(1) the length of time the fair value has been below cost; (2) the financial position and access to capital of the issuer,
including the current and future impact of any specific events; and (3) MSF’s ability and intent to hold the security
to maturity or until it recovers in value. To the extent the Company determines that a security is deemed other-than-
temporarily impaired, the difference between amortized cost and fair value is charged to earnings. Based on the
Company’s evaluation and ability and intent to hold these securities to maturity or market value recovery, the
impairment of the securities identified above is deemed to be temporary.

The amortized cost and estimated statutory fair value of MSF’s fixed maturity securities as of December 31, 2022, 
is shown below at effective maturity. Expected maturities will differ from contractual maturities because borrowers 
may have the right to call or prepay obligations with or without call or prepayment penalties. Maturities of 
mortgage-backed securities depend on the repayment characteristics and experience of the underlying mortgage 
loans.
The book/adjusted carrying value and estimated statutory fair value of MSF’s fixed maturity securities as of 
December 31, 2022 was:

December 31, 2022
Book/Adjusted 
Carrying Value

Estimated Fair 
Value

Due one year or less (excludes STIP) $ 112,501,863 $ 107,741,310 
Due after one year through five years 480,167,051 447,279,820 
Due after five years through ten years 456,232,255 412,908,146 
Due after ten years through twenty years 87,982,852 76,454,471 
Due after twenty years 39,316,239 35,186,366 

$ 1,176,200,260 $ 1,079,570,113 

The book/adjusted carrying value and estimated statutory fair value of MSF’s fixed maturity securities as of 
December 31, 2021 was:

December 31, 2021
Book/Adjusted 
Carrying Value

Estimated Fair 
Value

Due one year or less (excludes STIP) $ 114,382,586 $ 115,035,295 
Due after one year through five years 565,657,419 582,025,968 
Due after five years through ten years 422,358,160 434,437,401 
Due after ten years through twenty years 59,357,620 58,257,973 
Due after twenty years 36,346,948 36,045,049 

$ 1,198,102,733 $ 1,225,801,686 
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Proceeds from sales of invested assets and gross realized gains and gross realized losses on the sales of invested 
assets were as follows for the years ended December 31, 2022 and 2021:

2022 2021
Proceeds from sales of debt securities $ 302,022,162 $ 315,229,113 
Proceeds from sales of common stock 10,000,000 45,000,000 
Proceeds from sales of other invested assets 9,993,494 3,157,757 
Net gains (losses) on cash, cash equivalents, and short-term 
investments (139,007) — 

Total proceeds from sales of invested assets $ 321,876,649 $ 363,386,870 

Gross realized gains of debt securities $ 672,198 $ 5,595,879 
Gross realized losses of debt securities (13,951,481) (1,643,751) 
Gross realized gains of common stock 8,099,923 34,707,865 
Gross realized gains (losses) of other invested assets 2,010,747 (297,263) 

Net realized capital gains of invested assets $ (3,168,613) $ 38,362,730 

Investment income and related expenses were as follows for the years ended December 31, 2022 and 2021:
2022 2021

Investment income
Interest

Bonds $ 32,713,320 $ 32,023,409 
Cash and short-term investments 518,277 142,801 
Real estate 1,971,612 1,697,777 
Other invested assets 2,693,725 2,902,379 
Securities lending income 134,954 78,107 

Total investment income 38,031,888 36,844,473 

Investment expenses
Investment expenses 1,435,796 1,571,424 
Depreciation on real estate 530,885 530,885 

Total investment expenses 1,966,681 2,102,309 

Net investment income $ 36,065,207 $ 34,742,164 

MSF’s investment in property occupied by the Company is as follows at December 31:
2022 2021

Land $ 1,139,460 $ 1,139,460 
Properties occupied by the Company, net 21,261,018 21,791,903 

Total real estate $ 22,400,478 $ 22,931,363 

Montana State Fund
Notes to Statutory Financial Statements

December 31, 2022 and 2021 

23



Note 3 - Cash Collateral and Liability for Securities on Loan

The following table presents the carrying and market values of the securities on loan and the total collateral held as 
of December 31, 2022 and 2021:

2022 2021
Securities on loan - carrying value $ 93,296,786 $ 81,565,451 
Securities on loan - market value  85,897,833  83,671,270 
Total cash collateral held  12,435,928  12,697,390 
Total non-cash collateral held  76,790,325  72,684,511 

Note 4 - Fair Value of Financial Instruments

Certain financial instruments are reported at fair value or net asset value as a practical expedient, and others are 
stated at cost or amortized cost, as shown below. For those assets carried at fair value or net asset value in the 
financial statements and for those assets not stated at fair value in the financial statements but whose estimated fair 
values are disclosed, the following table indicated the inputs used to estimate fair value measurements.

The statement values, fair values, and related inputs for financial instruments at December 31 are:
2022

Statement Value Fair Value Level 1 Level 2 Level 3 NAV

Assets reported at amortized cost:

Bonds $ 1,144,259,934 $ 1,047,556,875 $ 207,070,210 $ 840,486,665 $ — $ — 

Assets reported at fair value:

Bonds $ 38,339,502 $ 38,339,502 $ — $ 38,339,502 $ — $ — 

Money market mutual funds  31,323,009  31,323,009  —  —  —  31,323,009 

Equity securities  174,891,790  174,891,790  —  —  —  174,891,790 

Other invested assets  111,734,365  111,734,365  —  —  —  111,734,365 

Total assets reported at fair value $ 356,288,666 $ 356,288,666 $ — $ 38,339,502 $ — $ 317,949,164 

2021

Statement Value Fair Value Level 1 Level 2 Level 3 NAV

Assets reported at amortized cost:

Bonds $ 1,182,347,121 $ 1,210,046,074 $ 314,114,676 $ 895,931,398 $ — $ — 

Assets reported at fair value:

Bonds $ 15,755,612 $ 15,755,612 $ — $ 15,755,612 $ — $ — 

Money market mutual funds  17,677,501  17,677,501  —  —  —  17,677,501 

Equity securities  218,028,515  218,028,515  —  —  —  218,028,515 

Other invested assets  114,023,263  114,023,263  —  —  —  114,023,263 

Total assets reported at fair value $ 365,484,891 $ 365,484,891 $ — $ 15,755,612 $ — $ 349,729,279 
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Equity mutual funds consist of institutional investment funds which invest in domestic and international equities 
and are structured to mimic the returns of the S&P 500 and All Country World Index ex-U.S. (ACWI) indices, 
respectively.  Unit values are based on the fair market values of the underlying securities held in each fund.  These 
funds are highly liquid, and units can be sold upon request.

Other invested assets represent investors primarily in core real estate, which make equity investments in operating 
and substantially-leased institutional quality real estate in traditional property types (apartments, office, retail, 
industrial, and hotel) via commingled funds.  The primary investment objectives of these funds are to invest in real 
estate which will generate income from predictable sources of revenue and not realize gains on the underlying 
assets.  This investment type receives distributions of generated income and occasionally receives distributions 
through the liquidation of the underlying assets of the fund. Values are determined through an independent appraisal 
process of the underlying real estate properties and reflect MSF’s ownership interest in the partners’ capital of the 
fund.  Redemption of these investments is restricted based on the availability of cash flow arising from investment 
transactions, sales, and other fund operations occurring in the ordinary course of business.  Therefore, requested 
redemptions from a fund will be redeemed as funds become available. 

There were no liabilities reported at fair value as of December 31, 2022 and 2021.

Note 5 - Cash, Cash Equivalents, and Short-Term Investments

MSF participates in the Short-Term Investment Pool (STIP), a money market mutual fund maintained by BOI. STIP 
balances are highly liquid investments. The STIP investments’ credit risk is measured by investment grade ratings 
given individual securities. BOI’s policy requires that STIP investments have the highest rating in the short-term 
category by one and/or any Nationally Recognized Statistical Rating Organizations (NRSRO). The three NRSRO’s 
include Standard and Poor’s, Moody’s Investors Service, and Fitch, Inc.  STIP is reported at NAV based on the 
underlying values of the assets held.

Cash, cash equivalents, and short-term investments consist of the following at December 31:
2022 2021

Cash in bank $ 4,681,020 $ 10,248,336 
Money market funds  31,323,009  17,677,501 
Short-term investments  6,399,176  — 

$ 42,403,205 $ 27,925,837 
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Note 6 - Receivables, Net

Net receivables consist of the following at December 31: 
2022 2021

Uncollected premiums $ 6,219,835 $ 8,753,115 
Nonadmitted uncollected premiums  (591,936)  (688,097) 

Net uncollected premiums $ 5,627,899 $ 8,065,018 

Unbilled premiums and installments $ 73,326,553 $ 69,355,258 
Earned but unbilled premiums  5,301,559  3,938,965 
Nonadmitted earned but unbilled premiums  (530,156)  (393,896) 

Net unbilled premiums $ 78,097,956 $ 72,900,327 

Accrued retrospective premiums $ 248,352 $ 211,490 
Nonadmitted retrospective premiums  (24,835)  (21,149) 

Net accrued retrospective premiums $ 223,517 $ 190,341 

Healthcare and other amounts receivable $ 1,403,565 $ 1,514,620 
Nonadmitted healthcare and other receivables  (1,403,565)  (1,514,620) 

Net healthcare and other receivables $ — $ — 

Note 7 - Equipment, Net

Equipment and software are recorded at cost net of accumulated depreciation and admitted or non-admitted in 
accordance with statutory accounting principles as follows:

December 31, 2022

Computer 
Equipment & 

Operating 
Software

Vehicles, 
Furniture & 

Office 
Equipment

Application 
Software Total

Assets $ 3,847,825 $ 4,101,409 $ 36,645,552 $ 44,594,786 
Accumulated depreciation  (3,307,970)  (3,261,242)  (20,683,687)  (27,252,899) 

Subtotal  539,855  840,167  15,961,865  17,341,887 
Less: Net assets non-admitted  —  (840,167)  (15,961,865)  (16,802,032) 
Net assets admitted $ 539,855 $ — $ — $ 539,855 

Depreciation expense $ 263,846 $ 164,813 $ 5,373,667 $ 5,802,326 
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December 31, 2021

Computer 
Equipment & 

Operating 
Software

Vehicles, 
Furniture & 

Office 
Equipment

Application 
Software Total

Assets $ 3,847,825 $ 3,853,093 $ 39,458,488 $ 47,159,406 
Accumulated depreciation  (3,044,124)  (3,096,429)  (15,310,021)  (21,450,574) 

Subtotal  803,701  756,664  24,148,467  25,708,832 
Less: Net assets non-admitted  —  (756,664)  (24,148,467)  (24,905,131) 
Net assets admitted $ 803,701 $ — $ — $ 803,701 

Depreciation expense $ 358,959 $ 154,330 $ 1,081,444 $ 1,594,733 

Note 8 - Loss and Loss Adjustment Expense Reserves

Loss and loss adjustment expense (LAE) reserves are established to provide for the estimated ultimate settlement 
cost of all claims incurred. Willis Towers Watson, an external independent actuarial firm, prepares an actuarial 
study used to estimate liabilities and the ultimate cost of settling claims reported but not settled and IBNR as of 
December 31, 2022 and 2021. The study provides a range of potential costs associated with the reported claims, the 
future development of those claims, and IBNR. MSF management has recorded an estimate within that range as the 
estimated loss reserves. Because actual claim costs depend on such complex factors as inflation and changes in the 
law, claim liabilities are recomputed periodically using a variety of actuarial and statistical techniques to produce 
current estimates that reflect recent settlements, claim frequency, and other economic and social factors. No 
significant changes to the reserving methodology were made during the reporting period. The reserves are reported 
on an undiscounted basis. 
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The following analysis provides a reconciliation of the activity in the reserve for losses and loss adjustment 
expenses for the year ended December 31:

2022 2021
(in 000s) (in 000s)

At beginning of the period:
Gross liability for unpaid losses and loss adjustment expenses $ 936,703 $ 940,451 
Less reinsurance recoverables  (726)  (290) 

Net liability for unpaid losses and loss adjustment expenses  935,977  940,161 

Losses and loss expenses incurred during the period related to:
Current period  139,869  142,790 
Prior years  (14,456)  (21,401) 

Total losses and loss adjustment expenses incurred  125,413  121,389 

Losses and loss expenses paid during the period related to:
Current period  (37,254)  (36,839) 
Prior years  (99,744)  (88,735) 

Total losses and loss adjustment expenses paid  (136,998)  (125,574) 

At end of the period:
Gross liability for unpaid losses and loss adjustment expenses  926,024  936,703 
Less reinsurance recoverables  (1,632)  (726) 

Net liability for unpaid losses and loss adjustment expenses $ 924,392 $ 935,977 

Changes in the reserve for loss and loss adjustment expenses related to prior years are due to ongoing analysis of 
loss development trends, re-estimation of unpaid claims, impact from claim settlement activity, and reinsurance 
recovery adjustments.

Included in the amounts above are reserves for asbestos exposure. MSF’s exposure to asbestos claims arose from 
the direct sale of workers’ compensation policies to companies with incidental exposure to asbestos. There are no 
differences between the case reserving methodology used for asbestos claims and other claims. Case reserves 
related to these claims are as follows as of December 31:

2022 2021
Beginning case reserves (including LAE) $ 1,337,620 $ 505,182 
Losses and LAE incurred  (223,422)  1,412,723 
Payments for losses and LAE  (705,484)  (580,285) 
Ending case reserves (including LAE) $ 408,714 $ 1,337,620 

Note 9 - Retirement Plans, Deferred Compensation and Postretirement Plans

MSF and its employees contribute to the Montana Public Employees Retirement System (PERS), which offers two 
types of retirement plans administered by the Public Employees’ Retirement Board (PERB). The first plan is the 
Defined Benefit Retirement Plan (DBRP), a multiemployer pension plan for the benefit of State employees that 
provides retirement, disability, and death benefits to plan members and their beneficiaries. MSF is only responsible 
for the current expense paid each year and has no legal obligation for future pension liabilities under this plan. 
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However, MSF is required to record an allocated amount of the DBRP’s unfunded liability on its GAAP financial 
statements. The amount of that liability is $27.4M and $20.9M as of December 31, 2022 and 2021, respectively. As 
stated previously, NAIC SAP does not require the unfunded liability to be recognized in the statutory financial 
statements.

The second plan is the Defined Contribution Retirement Plan (DCRP), a multiemployer plan that also provides 
retirement, disability, and death benefits to plan members and their beneficiaries. Benefits are based on the balance 
in the member’s account, which includes the total contributions made and the investment earnings less 
administrative costs. 

MSF contributed a total of $2.2M and $2.1M to the two plans during the years ended December 31, 2022 and 2021, 
respectively. The required employer contribution rate for both plans was 8.97% for the first half of the year ended 
December 31, 2022, and 9.07% for the second half. For the year ended December 31, 2021, the first half rate was 
8.87% and the second half rate was 8.97%. The liability for unpaid contributions at December 31, 2022 and 2021 is 
$87K and $85K, which was paid in January 2023 and January 2022, respectively.

Other postemployment benefit (OPEB) obligations for retiree healthcare are sponsored and administered by the 
State of Montana. MSF is not financially responsible for the plan as retirees pay the full amount of required 
premiums. However, MSF is required to record an allocated amount of the plan’s implied rate subsidy liability on 
its GAAP financial statements. The amount of that liability is $2.5M and $3.0M as of December 31, 2022 and 2021, 
respectively. NAIC SAP does not require the OPEB liability to be recognized in the statutory financial statements. 

MSF and its employees are eligible to participate in the State of Montana Deferred Compensation Plan (457 plan) 
administered by the PERB. The Deferred Compensation plan is a voluntary, tax-deferred retirement plan designed 
as a supplement to other retirement plans. Under the plan, eligible employees elect to defer a portion of their salary 
until future time periods. MSF incurs no costs for this plan. 

MSF employees and dependents are eligible to receive health care through the State Employee Group Benefits Plan 
administered by the State of Montana Department of Administration. The State of Montana provides optional post-
employment medical, vision, and dental health care benefits to qualified employees and dependents that elect to 
continue coverage and pay administratively established premiums.

Note 10 - Policyholder Dividends

During the year ended December 31, 2022, the MSF Board of Directors authorized dividends of $30M to eligible 
policyholders for the policy year 2020.  As of December 31, 2022, only $6K remains to be paid. During the year 
ended December 31, 2021, the MSF Board of Directors authorized dividends of $20M to eligible policyholders for 
the policy year 2018 and $40M for the policy year 2019, of which $59.9M had been paid by December 31, 2021.

Note 11 - Reinsurance Assumed and Ceded

For the years ended December 31, 2022 and 2021, MSF ceded risk to reinsurance companies to limit the exposure 
arising from large losses. During 2021, these arrangements consisted of excess of loss contracts that protect against 
occurrences over stipulated amounts and aggregate stop loss contracts. MSF discontinued its aggregate stop loss 
program at the end of 2021, therefore, during 2022 only an excess of loss contract was in place.  The excess of loss 
contract provides per-occurrence coverage up to $100M with a $10M maximum-any-one-loss clause.  MSF retains 
the first $10M for each occurrence.
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The 2021 aggregate stop loss contract provided coverage based on MSF’s loss ratio not to exceed 20% of subject 
net earned premium. In the event reinsurers are unable to meet their obligations under either the excess of loss 
contracts or aggregate stop loss contract, MSF would remain liable for all losses, as the reinsurance agreements do 
not discharge MSF from its primary liability to the policyholders.

During 2022, MSF commuted its aggregate stop loss contract covering the period of July 1, 2013 through June 30, 
2014.  The commutation had no impact on premiums, losses, or loss expenses.  The reinsurers on the contract were 
Hannover Reinsurance Plc. and XL Re. Ltd.  During 2021, MSF commuted its aggregate stop loss contract covering 
the period of July 1, 2012 through June 30, 2013.  The commutation had no impact on premiums, losses, or loss 
expenses.  The reinsurers on the contract were Hannover Reinsurance Plc. and XL Re. Ltd.

Direct, assumed, and ceded activity included the following for the year ended December 31:
2022 2021

Written premiums: (in 000's) (in 000's)
Direct $ 167,541 $ 164,720 
Assumed  3,066  2,953 
Ceded  (2,003)  (9,549) 

Net written premiums $ 168,604 $ 158,124 

Earned premiums:
Direct $ 167,441 $ 166,476 
Assumed  3,032  2,753 
Ceded  (2,003)  (9,549) 

Net earned premiums $ 168,470 $ 159,680 

Unearned premiums:
Direct $ 59,923 $ 59,824 
Assumed  810  775 
Ceded  —  — 

Net unearned premiums $ 60,733 $ 60,599 

Incurred losses and loss adjustment expenses
Direct $ 97,057 $ 119,545 
Assumed  407  2,281 
Ceded  (877)  (436) 

Net incurred losses and loss adjustment expenses $ 96,587 $ 121,390 

MSF’s ceded aggregate stop loss contracts contain a contingent commission that provides for additional or return 
commission based on the actual loss experience of the ceded business.  The amount of accrued commission as of  
December 31, 2022 and 2021 is $58.3M and $65.3M, respectively.

Note 12 - Leases and Commitments

MSF leases office facilities and equipment under various operating leases that expire through August 2024. Rental 
expense for the years ended December 31, 2022 and 2021 was $53K and $68K, respectively. 
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MSF has a lease for 350 parking spaces in a parking garage built by the City of Helena adjacent to the MSF offices 
which expires in 2040. The cost of the parking spaces will be the same monthly rate as equivalent parking passes 
sold by the City. Parking costs for the years ended December 31, 2022 and 2021 were $315K and $308K, 
respectively. 

Future minimum rental payments are as follows for the years ending December 31:
2023 $ 339,289 
2024  315,731 
2025  315,000 
2026  315,000 
2027  315,000 
Thereafter  3,780,000 

$ 5,380,020 

Note 13 - Subsequent Events

Subsequent events were evaluated through March 29, 2023, which is the same date the audited financial statements 
were available to issue.

Note 14 - Contingencies and Uncertainties

Logan Combs v. Big Sky Building Systems, Inc. et al.  On February 24, 2022, Plaintiff Logan Combs filed suit in 
the Montana Eighteenth Judicial District Court in Gallatin County, Montana.  The suit relates to a catastrophic 
workplace injury Combs suffered on or about April 14, 2021.  The named defendants include two MSF 
policyholders: Big Sky Building Systems, Inc., and JAWC, LLC.  The suit alleges that these two policyholders were 
contractors on the worksite and pleads two causes of action: common-law negligence and failure to provide a safe 
workplace under § 50-71-201, MCA.  All Montana State Fund policies include an Employer Liability (“EL”) 
coverage component.  Montana State Fund is currently determining whether it has a duty to defend or indemnify 
either policyholder under this coverage.  Taken together, the EL per-accident coverage limits for the two 
policyholders exceed $1M.  Given the nature of Mr.  Combs’ injuries, it is anticipated that the asserted value of his 
claim may exceed $1M. The complaint in this action has been served, and the matter is in the discovery phase. MSF 
believes it has significant viable defenses to the claim and assesses the probability of recovery to be possible.     

Bill Prendergast et al. v. U.S. Minerals, Inc. et al. On February 17, 2022, eight plaintiffs filed suit in the Montana 
Second Judicial District Court in Silver Bow County, Montana.  The named defendants include U.S. Minerals, Inc.; 
and plant managers Tim Ledford and Don Haney.  The suit alleges that the plaintiffs were formerly employed by 
U.S. Minerals, Inc., which operated a slag processing facility in Anaconda, Montana.  The suit pleads several causes 
of action stemming from the employees’ alleged toxic substance exposures while working at the facility.  The 
exposures are alleged to have occurred between 2015 and 2021.  Montana State Fund insured USM Acquisitions, 
Inc., a related entity of U.S. Minerals, Inc., from December 2, 2019, until July 15, 2021.  The policy limit is $1M.  
Given the number of plaintiffs and nature of the allegations, it is anticipated that the asserted aggregate value of the 
claims in this matter may exceed $1M.  The complaint in this action has been served and discovery is ongoing.   
MSF believes it has significant viable defenses to the claim and assesses the probability of recovery to be remote.

At times Montana State Fund is involved in litigation in the areas of workers’ compensation and disputes with 
policyholders. These are of a generally routine nature and there are no other known matters at this time that will 
have a material adverse financial impact to the Company.
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Note 15 - Related Party Transactions

Montana State Fund’s administrative attachment to the State of Montana requires that certain processes and 
transactions be conducted with various state agencies.  The Constitution of the State of Montana, Part VIII, Article 
13, requires that the Montana Board of Investments invest the assets of MSF. Under Montana statute, state agencies 
are required to purchase workers’ compensation insurance from MSF and the statutes define other administrative 
relationships that require MSF to pay specific services charges.  

The following significant transactions occurred with state agencies during the year ended December 31:
2022 2021

Income:
State of Montana agencies
Premium $ 9,755,602 $ 11,485,184 
Retrospective premium  —  (694,033) 
Dividends  (1,931,749)  (2,310,233) 
Old Fund administrative cost allocation  498,083  520,767 

Net premium income from State of Montana agencies $ 8,321,936 $ 9,001,685 

Expenses:
Department of Administration
Support services costs $ 2,603,010 $ 2,328,576 
Benefits Bureau: group insurance  3,546,879  3,036,178 
PERS retirement contributions  2,224,608  2,113,529 

Department of Labor & Industry - unemployment insurance  64,017  52,387 
Board of Investments - transaction fees  507,025  456,008 
Department of Justice - workers' comp fraud investigation services  409,239  338,455 
Commissioner of Securities and Insurance - regulation/exam fees  481,740  207,657 
Legislative Audit Division - audit fees  41,855  45,422 

Expenses paid to State of Montana agencies $ 9,878,373 $ 8,578,212 

MSF, under a group plan agreement with state agencies, writes policies for which the premiums vary based on loss 
experience. Future premium adjustments for these retrospective policies are estimated and accrued through a review 
comparing actual losses with projected future losses, to arrive at the estimate of return premium. The State of 
Montana agencies are considered a retrospectively rated group and the estimated accrual at December 31, 2022 and 
2021 was $0 and $1.5M, respectively. Other amounts due to and from other State of Montana agencies are settled 
regularly and were not material as of December 31, 2022 and 2021.
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Note 16 - Policyholders' Equity - Change in Non-Admitted Assets

The following is an accounting of the changes in non-admitted assets included in the Statement of Changes in 
Policyholders’ Equity for the year ended December 31, 2022:

Balance of non-
admitted assets, 

beginning of year

Balance of non-
admitted assets, 

end of year Change
Increase (decrease) in non-admitted assets

Uncollected premiums $ 688,097 $ 591,936 $ (96,161) 
Deferred premiums  393,896  530,156  136,260 
Accrued retrospective premiums  21,149  24,835  3,686 
EDP and software  24,148,467  15,961,865  (8,186,602) 
Furniture and equipment  756,664  840,167  83,503 
Healthcare and other amounts receivable  1,514,620  1,403,565  (111,055) 
Other non-admitted assets  1,390,395  1,231,633  (158,762) 

Balance of non-admitted assets $ 28,913,288 $ 20,584,157 $ (8,329,131) 

The following is an accounting of the changes in non-admitted assets included in the Statement of Changes in 
Policyholders’ Equity for the year ended December 31, 2021:

Balance of non-
admitted assets, 

beginning of year

Balance of non-
admitted assets, 

end of year Change
Increase (decrease) in non-admitted assets

Uncollected premiums $ 1,403,436 $ 688,097 $ (715,339) 
Deferred premiums  225,845  393,896  168,051 
Accrued retrospective premiums  21,259  21,149  (110) 
EDP and software  19,276,217  24,148,467  4,872,250 
Furniture and equipment  774,289  756,664  (17,625) 
Healthcare and other amounts receivable  1,543,013  1,514,620  (28,393) 
Other non-admitted assets  1,454,036  1,390,395  (63,641) 

Balance of non-admitted assets $ 24,698,095 $ 28,913,288 $ 4,215,193 
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Note 17 - Policyholders' Equity - Reconciliation of Statutory Equity to GASB Net Position

The following schedule reconciles statutory policyholders’ equity calculated in accordance with NAIC SAP to 
GASB Net Position as determined by governmental accounting principles generally accepted in the United States of 
America at December 31, 2022 and 2021. The audited GASB financial statements were not available as of the date 
of this report, and, therefore the information below was prepared by management and is unaudited.

2022 2021
Statutory policyholders' equity (NAIC) $ 613,096,145 $ 646,425,178 
Add:

Non-admitted assets as shown above  20,584,157  28,913,288 
Change in investment value of bonds to fair market value  (98,078,482)  29,411,344 
Change in investment lot inventory method  612,165  (1,321,325) 
Change in investment value of other invested assets to equity method  7,210,077  (6,930,819) 
Change in allowance for doubtful accounts  (1,966,732)  (2,062,893) 
Effect of differences in lease accounting standards on income and 
policyholders' equity  (32,093)  5,756 
Effect of differences in pension accounting standards on income and 
policyholders' equity  (26,045,582)  (24,981,016) 
Effect of differences in OPEB accounting standards on income and 
policyholders' equity  (1,458,857)  (1,061,220) 
Provision for reinsurance  6,000  — 
Rounding differences  (5)  (6) 

GASB net position $ 513,926,793 $ 668,398,287 
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Independent Auditor’s Report on Supplementary Information 

To the Board of Directors 
Montana State Fund 
Helena, Montana 

We have audited the statutory financial statements (financial statements) of Montana State Fund as of 
and for the year ended December 31, 2022, and our report thereon dated March 29, 2023, which 
contained an unmodified opinion on those financial statements. Our audit was performed for the 
purpose of forming an opinion on the basic statutory‐basis financial statements taken as a whole.  

The Supplemental Schedule of Investment Risks Interrogatories and the Supplemental Summary 
Investment Schedule, and Supplemental Reinsurance Interrogatories are required to be presented to 
comply with the National Association of Insurance Commissioners’ Annual Statement Instructions and 
the National Association of Insurance Commissioners’ Accounting Practices and Procedures Manual and 
are not a required part of the basic statutory‐basis financial statements. Such information included in 
the schedules referred to above is the responsibility of management, is presented for purposes of 
additional analysis and was derived from and relates directly to the underlying accounting and other 
records used to prepare the financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records 
used to prepare the financial statements or to the financial statements themselves, and other 
procedures in accordance with the auditing standards generally accepted in the United States of 
America. In our opinion, the information is fairly stated in all material respects in relation to the basic 
statutory‐basis financial statements taken as a whole. 

Boise, Idaho 
March 29, 2023 



Basis of Presentation

The following supplemental disclosures present selected statutory-basis financial data as of December 31, 2022, and 
for the year then ended, for purposes of complying with the National Association of Insurance Commissioners’ 
Accounting Practices and Procedures Manual and agree to or are included in the amounts reported in the 
Company’s 2022 Statutory Annual Statement.

Supplemental Investment Risk Interrogatories

1. The Company's total admitted assets as of December 31, 2022 are $1.7B.

 2. The Company's ten largest exposures to a single issuer/borrower/investment are as follows:

Amount
Percentage of Total 

Admitted Assets
Federal National Mortgage Association $ 116,818,723 6.92%
Federal Home Loan Mortgage Corporation  80,010,307 4.74%
Federal Farm Credit Banks Funding Corporation  56,284,928 3.33%
Federal Home Loan Banks  26,362,266 1.56%
Heitman America Real Estate Trust LP  24,326,774 1.44%
PGIM Real Estate PRISA LP  24,141,763 1.43%
JP Morgan Asset Mgmt. SPF  24,135,348 1.43%
Bank of America Corporation  23,000,000 1.36%
American Core Realty Fund LLC  22,161,838 1.31%
Starbucks Corporation  19,968,440 1.18%

3. The amounts and percentages of the Company's total admitted assets held in bonds by NAIC rating 
are as follows:

Amount
Percentage of Total 

Admitted Assets
NAIC-1 $ 922,466,708 54.61%
NAIC-2  208,634,908 12.35%
NAIC-3  23,317,767 1.38%
NAIC-4  21,273,350 1.26%
NAIC-5  6,822,920 0.40%
NAIC-6  83,784 —%
Total Bonds $ 1,182,599,437 70.00%

4. The amount of assets held in foreign investments is $70.7M, which is 4.2% of the Company's total 
admitted assets. None of that amount is denominated in a foreign currency.

5. All of the assets held in foreign investments, $70.7M, or 4.2% of total admitted assets, are held in 
countries designated as NAIC-1.
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6. The largest foreign investment exposures by country, categorized by the country’s NAIC sovereign 
designation are as follows:

December 31, 2022 Amount
Percentage of Total 

Admitted Assets
United Kingdom (NAIC 1) $ 36,677,793 2.17%
China (NAIC 1)  11,779,873 0.70%

7. The ten largest non-sovereign foreign issues as of December 31, 2022 were as follows:

NAIC 
Designation Amount

Percentage of 
Total Admitted 

Assets

Diageo Capital PLC 1FE $ 15,923,580 0.94%
Barclays PLC 2FE  14,993,219 0.89%
Alibaba Group Holding Limited 1FE  11,779,873 0.70%
Credit Suisse Group Funding (Guernsey) 
Limited 2FE  9,985,445 0.59%
HSBC Holdings PLC 1FE  5,000,837 0.30%
Shell International Finance B.V. 1FE  4,995,982 0.30%
Credit Suisse Group AG 2FE  3,000,000 0.18%
Global Aircraft Leasing Co., Ltd. 4FE  423,836 0.03%
Ardagh Packaging Finance PLC 3FE, 5FE  393,317 0.02%
Sensata Technologies B.V. 3FE  365,483 0.02%

8. The amount of assets held in Canadian investments is less than 2.5% of the Company's total 
admitted assets.

9. The Company does not hold any assets with contractual sales restrictions.

10. The amounts and percentages of the Company's total admitted assets held in equity interests are as 
follows:

Amount

Percentage of 
Total Admitted 

Assets
Blackrock $ 174,891,790 10.35%
Heitman America  24,326,774 1.44%
Prisa LP  24,141,963 1.43%
JP Morgan SPF  24,135,348 1.43%
American Realty Advisors  22,161,838 1.31%
UBS Trumbull Property Fund  16,968,542 1.00%

Montana State Fund
Supplemental Schedule of Investment Risk Interrogatories

December 31, 2022

37



11. The Company does not hold any privately placed equities.  The Company's largest fund managers 
are as follows:

Total Invested Diversified Non-Diversified
Blackrock $ 174,891,790 $ 174,891,790 $ — 
Montana Board of Investments  29,422,437  29,422,437  — 
Heitman America  24,326,774  —  24,326,774 
Prisa LP  24,141,763  —  24,141,763 
JP Morgan  24,135,348  —  24,135,348 
American Realty Advisors  22,161,838  —  22,161,838 
UBS Trumbull Property Fund  16,968,542  —  16,968,542 
State Street  1,900,560  1,900,560  — 

12. The Company does not hold any general partnership interests.

13. The Company does not hold any mortgage loans.

14. The amount of assets held in real estate is less than 2.5% of the Company’s total admitted assets.

15. The Company does not hold any mezzanine real estate loans.

16. The amounts and percentages of the Company’s total admitted assets subject to securities lending 
agreements are as follows:

Amount

Percentage of 
Total Admitted 

Assets
Securities lending agreements $ 93,296,786 5.52%

17. The Company does not hold any warrants.

18. The Company does not have any exposure for collars, swaps, or forwards.

19. The Company does not have any exposure for futures contracts.
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Gross Investment Holdings Admitted Assets as Reported in the Annual Statement

Amount % Amount

Securities 
Lending 

Reinvested 
Collateral 
Amount Total Amount %

Long-term bonds:

U.S. governments $ 249,013,919 16.17% $ 249,013,919 $ 620,949 $ 249,634,868 16.21%

All other governments  8,998,740 0.58%  8,998,740  —  8,998,740 0.58%

U.S. special revenue and special 
assessment obligations, non-
guaranteed  289,934,221 18.83%  289,934,221  285,526  290,219,747 18.84%

Industrial and miscellaneous  625,909,093 40.64%  625,909,093  —  625,909,093 40.64%

Hybrid securities  247,598 0.02%  247,598  247,598 0.02%

Bank loans  2,096,689 0.14%  2,096,689  2,096,689 0.14%

Total long-term bonds  1,176,200,260 76.37%  1,176,200,260  906,475  1,177,106,735 76.43%

Common stocks:

Mutual funds  174,891,790 11.36%  174,891,790  —  174,891,790 11.36%

Real estate:

Properties occupied by the 
company  22,400,478 1.45%  22,400,478  —  22,400,478 1.45%

Cash, cash equivalents and short-
term investments:

Cash  4,681,020 0.30%  4,681,020  647,449  5,328,469 0.35%

Cash Equivalents  31,323,009 2.03%  31,323,009  10,882,004  42,205,013 2.74%

Short-term investments  6,399,176 0.42%  6,399,176  —  6,399,176 0.42%

Total cash, cash equivalents and 
short-term investments:  42,403,205 2.75%  42,403,205  11,529,453  53,932,658 3.50%

Other invested assets  111,734,365 7.26%  111,734,365  —  111,734,365 7.26%

Receivables for securities  38 —%  38  —  38 —%

Securities lending  12,435,928 0.81%  12,435,928 N/A N/A N/A

Total invested assets $ 1,540,066,064 100.0% $ 1,540,066,064 $ 12,435,928 $ 1,540,066,064 100.0%
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The following interrogatories are included in accordance with SSAP No. 62R:

7.1 Has the reporting entity reinsured any risks under a quota share reinsurance contract with any other entity 
that includes a provision that would limit the reinsurer's losses below the stated quota share percentage (e.g. 
deductible, a loss ratio corridor, loss cap)? If yes, indicate the number of reinsurance contracts containing such 
provision and if the amount of reinsurance credit taken reflects the reduction in quota share coverage caused by any 

applicable limiting provision(s). Yes No X

8.1 Has the reporting entity reinsured any risk with any other entity and agreed to release such entity from 
liability, in whole or in part, from any loss that may occur on this risk, or portion thereof, reinsured?

Yes No X

9.1 Has the reporting entity ceded any risk under any reinsurance contract (or under multiple contracts with the 
same reinsurer or its affiliates) for which during the period covered by the statement: (i) it recorded a positive or 
negative UW result greater than 5% of prior year-end surplus as regards to policyholders or it reported calendar year 
written premium ceded or year-end loss and loss expense reserves ceded greater than 5% of prior year-end surplus 
as regards policyholders; (ii) it accounted for that contract as reinsurance and not as a deposit; and (iii) the 
contract(s) contain one or more of the following features or other features that would have similar results:

a. A contract term longer than two years and the contract is non-cancellable by the reporting entity during 
the contract term;

b. A limited or conditional cancellation provision under which cancellation triggers an obligation by the 
reporting entity, or an affiliate of the reporting entity, to enter into a new reinsurance contract with the 
reinsurer, or an affiliate of the reinsurer;

c. Aggregate stop loss reinsurance coverage;
d. An unconditional or unilateral right by either party to commute the reinsurance contract, except for such 

provisions which are only triggered by a decline in the credit status of the other party;
e. A provision permitting reporting of losses, or payment of losses, less frequently than on a quarterly basis 

(unless there is no activity during the period); or
f. Payment schedule, accumulating retention from multiple years or any features inherently designed to 

delay timing of the reimbursement to the ceding entity. Yes No X

9.2 Has the reporting entity during the period covered by the statement ceded any risk under any reinsurance 
contract (or under multiple contracts with the same reinsurer or affiliates), excluding cessions to approved pooling 
arrangements or to captive insurance companies that are directly or indirectly controlling, controlled by, or under 
commune control with (i) one or more unaffiliated policyholders of the reporting entity, or (ii) an association of 
which one or more unaffiliated policyholders or the reporting entity is a member, where:

a. The written premium ceded to the reinsurer by the reporting entity or its affiliates represents 50% or more 
of the entire direct and assumed premium written by the reinsurer based on its most recently available 
financial statement; or

b. 25% or more of the written premium ceded to the reinsurer has been retroceded back to the reporting 

entity or its affiliates. Yes No X
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9.4 Except for transactions meeting the requirements of paragraph 30 of SSAP No. 62R, has the reporting entity 
ceded any risk under any reinsurance contract during the period covered by the financial statements, and 
either:

a. Accounted for that contract as reinsurance (either prospective or retroactive) under SAP and as a deposit 
under GAAP; or

b. Accounted for that contract as reinsurance under GAAP and as a deposit under SAP.
Yes No X
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The accompanying schedules and interrogatories present selected statutory-basis financial data as December 31, 
2022 and for the year then ended for the purpose of complying with paragraph 9 of the Annual Audited Financial 
Reports in the Annual Audited Report section of the National Association of Insurance Commissioners’ Annual 
Statement Instructions and the National Association of Insurance Commissioners’ Accounting Practices and 
Procedures Manual and agree to or are included in the amounts reported in the Company’s December 31, 2022 
Statutory Annual Statement.
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