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Katherine Keene, President and CEO
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This report on the audit of SAIF Corporation contains audited financial statements and a
report on SAIF's compliance with laws, regulations, contracts and grants and on internal
control over financial reporting.  This audit was performed by Deloitte & Touche LLP
for the Audits Division, and covers the years ended December 31, 2000 and 1999.

The Overview of SAIF Corporation Financial Reporting presented on page 1 was
prepared by SAIF Corporation and is not part of the required financial statements.
SAIF Corporation presents this information to explain the differences between financial
statements presented in accordance with generally accepted accounting principles, as set
forth in this report, and financial statements prepared in conformity with statutory
accounting practices.  In financial reports prepared for regulatory and management
purposes, SAIF follows the statutory accounting practices which are also used in
financial reporting by other insurance companies.

OREGON AUDITS DIVISION

Bill Bradbury
Secretary of State

Fieldwork Completion Date:
June 29, 2001
(July 30, 2001 as to Note 11)
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Overview of SAIF Corporation Financial Reporting
(Prepared by SAIF Corporation)

SAIF Corporation is a public corporation created by an act of the Oregon Legislature.  It
traces its origins to 1914 when its predecessor organization commenced business.

SAIF is authorized to write workers' compensation and surety coverage in Oregon and
certain other jurisdictions as required by the Department of Consumer and Business
Services to service accounts in the assigned risk pool.

SAIF Corporation prepares financial statements in conformity with statutory accounting
practices, which are prescribed for use in reporting accounting transactions for
insurance companies.  These practices arise from state laws and from rules adopted by
the State Insurance Commissioner and, for Oregon, are the practices promulgated by the
National Association of Insurance Commissioners (NAIC).  Statutory accounting
practices are conservative in nature and are designed to protect policyholders and
claimants to ensure that, in the event of liquidation, sufficient amounts will have been
set aside to provide for the outstanding claims of injured workers and their dependants,
whereas generally accepted accounting principles (GAAP) are based on the going-
concern concept and place more emphasis on assigning income and disbursements to
their proper period.

At the request of the Oregon Secretary of State's Audits Division, SAIF has prepared the
accompanying financial statements in accordance with accounting principles generally
accepted in the United States of America.  As a component unit of the State of Oregon,
SAIF is subject to the pronouncements of the Governmental Accounting Standards Board.
Under accounting principles generally accepted in the United States of America as
applied to governmental entities, SAIF accounts for its activities as an enterprise fund.
Accordingly, SAIF follows the accrual basis of accounting.  Revenues are recognized
when earned, regardless of when received, and expenses are recognized when incurred,
regardless of when paid.

There are significant differences between the statutory statements which SAIF prepares
for regulatory and management purposes and the accompanying financial statements.
They include:

• Statutory accounting requires the majority of our invested assets to be recorded
at amortized cost, whereas investments are stated at fair value in the
accompanying statements with the corresponding change in the fair value for the
year recorded as investment income.

• Statutory accounting does not allow the accrual of policyholder dividends until
declared by the Board of Directors.  Generally accepted accounting principles
require the accrual of estimated policyholder dividends.
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• Cash collateral and collateral due to borrowers for securities lending activity are
reflected on the accompanying balance sheet.  Statutory accounting does not
require the reporting of such items as assets and liabilities.

• Certain reimbursements and assessments are reflected as revenue and expense in
the accompanying financial statements and are netted on SAIF’s statutory
statements.

• Statutory accounting requires that certain assets not readily available for the
payment of claims be “non-admitted” and removed from the balance sheet.
Those assets, such as property and equipment are included on the GAAP
financial statements.
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FACTS ABOUT THE SECRETARY OF STATE AUDITS DIVISION

The Oregon Constitution provides that the Secretary of State shall be, by virtue of his
office, Auditor of Public Accounts.  The Audits Division exists to carry out this duty. The
division reports to the elected Secretary of State and is independent of the Executive,
Legislative, and Judicial branches of Oregon government. The division audits all state officers,
agencies, boards, and commissions and oversees audits and financial reporting for local
governments.

Directory of Key Officials
Acting Director Cathy Pollino, CGFM, MBA

Acting Deputy Director Charles A. Hibner, CPA

This report, which is a public record, is
intended to promote the best possible
management of public resources.

We invite comments on our reports through
our Hotline or Internet address.

If you received a copy of an audit report and
no longer need it, you may return it to the
Audits Division. We maintain an inventory of
past audit reports. Your cooperation helps us
save on printing costs.

Oregon Audits Division
Public Service Building
255 Capitol Street NE • Suite 500
Salem, Oregon  97310

Ph.  503-986-2255
Hotline:  800-336-8218
Internet:  Audits.Hotline@state.or.us

http://www.sos.state.or.us/audits/audithp.htm

Auditing to Protect the Public Interest and Improve Oregon Government
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