Secretary of State

State of Oregon

SAIF CORPORATION
Statutory Basis Financial Statements

Salem, Oregon

For the Y ears Ended December 31, 2001

Audits Division

Contract Auditor: Deoitte & Touche LLP






Secretary of State

State of Oregon

SAIF CORPORATION
Statutory Basis Financial Statements

Salem, Oregon

For the Y ears Ended December 31, 2001

Audits Division

No. 2002-37 October 14, 2002






OFFICE OF THE B ,,?k AUDITS DIVISION
SECRETARY OF STATE ﬁf”ﬁ";‘ 5 . @ Cathy Pollino
Bill Bradbury il"‘?." = % Acting Director
Secretary of State 'J,fr?-:- i .:fﬂ{l
N e (503) 986-2255
“%@;;'.,. ) FAX (503) 3786767

HL:"“-.{;E-?:-:J‘:'"}

Auditing for a Better Oregon

The Honorable John Kitzhaber, M.D.
Governor of Oregon

254 State Capitol

Salem, Oregon 97310-4047

Katherine Keene, President and CEO
SAIF Corporation

400 High Street SE

Salem, Oregon 97312

This report contains the State Accident Insurance Fund Corporation’s (SAIF) audited
financial statements as reported in conformity with statutory accounting practices and in
compliance with HB3980 (e). This audit was performed by Deloitte & Touche LLP for
the Audits Division, and encompasses the year ended December 31, 2001.

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 statutory accounting practices, as set forth in
this report, and financial statements prepared in conformity with generally accepted
accounting principles, as disclosed in a separate report. SAIF follows the statutory
accounting practices in financia reports prepared for regulatory and management
purposes. Other insurance companies also use statutory accounting practices for
financia reporting purposes.

OREGON AUDITS DIVISION

Cathy Pollino
Director

255 Capitol Street NE « Suite 500 « Salem, Oregon 97310
INTERNET: Audits.hotline@state.or.us « http://www.sos.state.or.us/audits/audithp.htm



-iv-



TABLE OF CONTENTS

Pege
OVERVIEW OF SAIF CORPORATION FINANCIAL REPORTING. .........cccoovivivirnnee 1
INDEPENDENT AUDITORS REPORT .......cciiiiiiiiiicr e 3
STATUTORY-BASISFINANCIAL STATEMENTS
STATEMENT OF ADMITTED ASSETS, LIABILITIES, CAPITAL AND
SURPLUS-STATUTORY BASISDECEMBER 31, 2001 .........cccoviiriiniiiiiiienns 7
STATEMENT OF REVENUES, EXPENSES, CAPITAL AND SURPLUS —
STATUTORY BASISFOR THE YEAR ENDED DECEMBER 31, 2001 .................. 8
STATEMENTS OF CASH FLOWS—STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2001 .......cccooiiiininieneenieeeeseere s 9
NOTES TO THE FINANCIAL STATEMENTS—STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2001 ........ccoooiiiiiininiiecnecseeiees 11
SUPPLEMENTAL SCHEDULES
APPENDIX A: SUMMARY INVESTMENT SCHEDULE..........cccooiiiiieiieeee, 27

APPENDIX B: SUPPLEM ENTAL INVESTMENT RISKS INTERROGATORIES . 29



-Vi-



Overview of SAIF Corporation Financial Reporting
(Prepared by SAIF Corporation)

SAIF Corporation is a public corporation created by an act of the Oregon Legisature. It
tracesits 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 poal.

SAIF Corporation prepared the accompanying 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 clams 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 also prepares
financia statements in accordance with accounting principles generally accepted in the
United States of America. Asacomponent unit of the State of Oregon, SAIF is subject
to the pronouncements of the Governmental Accounting Standards Board. Under
accounting principles generaly 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 accrua 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 accompanying statutory statements which
SAIF prepares for regulatory and management purposes and the GAAP financia
statements. They include:

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

Statutory accounting does not allow the accrua of policyholder dividends until
declared by the Board of Directors. Generally accepted accounting principles
require the accrual of estimated policyholder dividends.



Cash collateral and collateral due to borrowers for securities lending activity are
reflected on the GAAP balance sheet. Statutory accounting does not require the
reporting of such items as assets and liabilities.

Acquisition costs, such as commissions and other costs related to acquiring new
business, are expensed as incurred for statutory accounting, while under GAAP,
they are deferred and amortized to income as premiums are earned or in relation
to estimated gross profits.

Statutory accounting requires that certain assets not readily available for the
payment of claims be “nonadmitted” and removed from the balance sheet.
Those assets, such as property and equipment are included on the GAAP
financial statements.
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INDEPENDENT AUDITORS’ REPORT

Board of Directors of
SAIF Corporation

The Secretary of State Audits Division,
State of Oregon

We have audited the accompanying statement of admitted assets, liabilities, capital and surplus —
statutory basis of SAIF Corporation (the “Company”’) as of December 31, 2001, and the related
statements of revenues, expenses, capital and surplus — statutory basis and cash flows — statutory-basis
for the year then ended. These statutory-basis financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these statutory-basis financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statutory-basis financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall statutory-basis financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As described in Note 2 to the statutory-basis financial statements, these statutory-basis financial
statements were prepared in conformity with the accounting practices prescribed or permitted by the
State of Oregon, Department of Consumer and Business Services, Insurance Division (the “Insurance
Division”), which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.

In our opinion, such statutory-basis financial statements present fairly, in all material respects, the
admitted assets, liabilities, capital and surplus of SAIF Corporation as of December 31, 2001, and the
results of its operations and its cash flows for the year then ended, on the basis of accounting described
in Note 2.

As discussed in Note 3 to the statutory-basis financial statements, the Company has changed certain
accounting practices as a result of the adoption by the Insurance Division of the National Association
of Insurance Commissioners’ Accounting Practices and Procedures Manual — Version effective March
2001.

Our audit was conducted for the purpose of forming an opinion on the basic statutory-basis financial
statements taken as a whole. The supplemental schedule of investment risk interrogatories and the
supplemental summary investment schedule as of and for the year ended December 31, 2001 are

Deloitte
Touche
Tohmatsu



presented for complying with the National Association of Insurance Commissioner’s instructions to
Annual Audited Financial Reports and are not a required part of the basic statutory-basis financial
statements. This additional information is the responsibility of the Company’s management. Such
information has been subjected to the auditing procedures applied in our audit of the basic statutory-
basis financial statements and, in our opinion, is fairly stated in all material respects when considered
in relation to the basic statutory-basis financial statements taken as a whole.

This report is intended solely for the information and use of the Board of Directors, management of
SAIF Corporation, the Secretary of the State Audits Division, and for filing with state insurance

departments to whose jurisdiction the Company is subject and is not intended to be and should not be
used by anyone other than these specified parties.

be/év:t& ¥ [srctn LCP

August 1, 2002
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SAIF CORPORATION

STATEMENT OF ADMITTED ASSETS, LIABILITIES, CAPITAL

AND SURPLUS - STATUTORY BASIS
DECEMBER 31, 2001 (In Thousands)

ADMITTED ASSETS

CASH AND INVESTED ASSETS:

Bonds

Preferred stocks

Common stocks

Mortgage loans on real estate, first liens

Real estate, net of accumulated depreciation of $6,807:
Properties occupied by the Company
Properties held for the production of income

Cash and short-term investments

Other invested assets

Receivable for securities sold

Total cash and invested assets

Premiums in course of collection

Premiums and installments booked but deferred and not yet due
Accrued retrospective premiums receivable

Reinsurance recoverables

Electronic data processing (EDP) equipment and software, net
Interest, dividends and real estate income due and accrued
Equities and deposits in pools and associations

Due from Workers Compensation Divisior

Other assets

TOTAL ADMITTED ASSETS

LIABILITIES, CAPITAL AND SURPLUS

LIABILITIES
L osses
L oss adjustment expenses
Other expenses
Taxes, licenses and fees
Unearned premiums
Ceded reinsurance premiums payable
Amounts withheld or retained for account of others
Payable for securities
Advance premiums
Accrued retrospective premiums payable

Total liabilities
CAPITAL AND SURPLUS - Unassigned funds
TOTAL LIABILITIES, CAPITAL AND SURPLUS

See notes to financial statements - statutory basis.

$2,087,47¢
44,27€
390,809
1,64¢€

20,52C
1,03¢
187,044
42,392
9,38E

2,784,587

7,88C
51,99C
25,27C
101
1,834
19,342
2,688
12,93C
4,93¢

$2,911,561

$1,799,53¢
334,387
12,22C
13,731
35,66€
2,492
12,604
301,612
14,015
10,622

2,536,88:
374,678
$2,911,561



SAIF CORPORATION

STATEMENT OF REVENUES, EXPENSES, CAPITAL AND SURPLUS - STATUTORY BASIS

FOR THE YEAR ENDED DECEMBER 31, 2001 (In Thousands)

UNDERWRITING REVENUES:
Premiums earned

UNDERWRITING EXPENSES:
Losses incurred
Loss adjustment expenses incurred
Other underwriting expenses Incurred

| otal Underwriting expenses
NET UNDERWRITING LOSS

NET INVESTMENT INCOME:
Net investment income earned
Net realized capital 10Sses

Net investment income
OTHER INCOME (EXPENSE):
Net loss from premium balances charged off
Premium assessment income
Other income

I'otal other Income, net

NET INCOME

CAPITAL AND SURPLUS:
Unassigned funds, January 1, 2001

Net income
Net unrealized capital losses
Change in nonadmitted assets

Cumulative etfect of changes In accounting principles

Net change In capital and surplus

Unassigned funds, December 31, 2001

See notes to financial statements - statutory basis.

$248,297

229,511
26,510
/0,686

326,10/
(78,410)
105,328

(1,649)
97,679
(1,270)
18,375
852
17,95/

$ 37,226

$404,283
37,226
(73,653)
(1,376)
8,198
(29,605)

$374,678



SAIF CORPORATION

STATEMENT OF CASH FLOWS - STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2001 (In Thousands)

CASH FROM OPERATIONS:
Cash from underwriting:
Premiums collected net of reinsurance
Loss and loss adjustment expenses paid
Underwriting expenses paid

Total cash from underwriting

Net investment income
Premium assessment income
Other expenses

Net cash tfrom operations

CASH FROM INVESTMENTS:
Proceeds from investments sold, matured or repaid:

Bonds
Common and preferred stocks
Mortgage loans
Real estate
Other invested assets
Net gains on cash and short-term investments
Miscellaneous payments

Total proceeds tfrom investments sold, matured or repaid

Cost of investments acquired:
Bonds
Common and preferred stocks
Real estate
Other invested assets
Miscellaneous applications

| otal cost ot Investments acquired
Net cash from investments

CASH FROM FINANCING AND MISCELLANEOUS
SOURCES:

Other cash provided
Other cash applied

Net cash from financing and miscellaneous sources

$ 232,567
(214,674)
(60,072)

(42,179)

115,987
18,375

(5,214)

86,969

5,395,953
175,682
583

2,668
5,600

9
(9,385)

5,571,110
5,559,195
153,454
1,346

6,302
(156,293)

5,564,004

7,106

(162)

(240)

(402)

(Continued)



SAIF CORPORATION

STATEMENT OF CASH FLOWS - STATUTORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2001 (In Thousands)

RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS:

Net increase in cash and short-term investments
Cash and short-term investments:
Beginning of year

End of year

See notes to financial statements - statutory basis.
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SAIF CORPORATION

NOTES TO FINANCIAL STATEMENTS — STATUTORY-BASIS
FOR THE YEAR ENDED DECEMBER 31, 2001

1. NATURE OF OPERATIONS

SAIF Corporation (the “Company”) is a public corporation created by an act of the Oregon
Legidature. It tracesits origins to 1914 when its predecessor organization commenced business.

The Company is an insurance company authorized to write workers compensation coverage in
Oregon and certain other jurisdictions as required by the Department of Consumer and Business
Services and to service accounts in the assigned risk pool. The Company aso provides incidental
coverage governed by the Longshoremens and Harbor Workers Compensation Act, Jones Act,
and Federa Employers Liability Law. The Company’s Board of Directors is appointed by the
Governor of the State of Oregon (the “State”) and consists of prominent Oregon business and
community leaders, not otherwise in the employ of the Company.

The Company writes business on a direct basis and through agents. During 2001, 34.8 percent of
premiums were written on a direct basis.

The Department of Consumer and Business Services enforces workers compensation laws under
Oregon Revised Statutes (“ORS”).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation—The Company’s statutory financial statements are presented on the basis
of accounting practices prescribed or permitted by the State of Oregon, Department of Consumer
and Business Services, Insurance Division (“Insurance Division”).

The Insurance Division has adopted the National Association of Insurance Commissioners
(“NAIC") statutory accounting practices (“SAP’) as the basis of its statutory accounting
practices.

Accounting practices and procedures of the NAIC as prescribed or permitted by the insurance
departments of the applicable states of domicile comprise a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America (“ GAAP”).
The more significant differences are as follows:

(@) Investments in bonds are generally carried at amortized cost, while under GAAP, they are
carried at either amortized cost or fair value based on their classification according to the
Company’s ability and intent to hold or trade the securities;

(b) Investments in common stocks are valued as prescribed by the Securities Vauation Office
(“SVO”) of the NAIC, while under GAAP, common stocks are reported at market value;

(c) Acquisition costs, such as commissions and other costs related to acquiring new business, are

expensed as incurred, while under GAAP, they are deferred and amortized to income as
premiums are earned or in relation to estimated gross profits; and
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(d) Assets are reported under SAP at “admitted asset” value and “nonadmitted” assets are
excluded through a charge against surplus, while under GAAP, “nonadmitted assets’ are
reinstated to the balance sheet, net of any valuation alowance.

Use of Estimates—The preparation of financia statements in accordance with SAP requires
management to make estimates and assumptions that affect the reported amounts of admitted
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Premiums in course of collection; premiums and installments booked but deferred and not yet
due; accrued retrospective premiums receivable and payable; losses and loss adjustment
expenses, unearned premiums, and advance premiums represent significant estimates. Actual
results could differ significantly from those estimates.

Cash and Short-Term Investments—Cash includes cash and highly liquid investments with
maturities of less than three months when acquired. Short-term investments include all
investments whose maturities, at the time of acquisition, are one year or less and are stated at
amortized cogt, using the interest method, which approximates fair value.

I nvestments—Bonds not backed by other loans are generally stated at amortized cost using the
interest method. Noninvestment grade bonds are stated at the lower of amortized cost or fair
value. There were no bonds held by the Company that were in or near default as of
December 31, 2001.

Mortgage-backed securities are stated at either amortized cost or the lower of amortized cost or
fair value. Premiums and discounts on loan-backed bonds and structured securities are amortized
using the retrospective method based on anticipated prepayments at the date of purchase.
Prepayment assumptions are obtained from broker dealer survey values. Changes in estimated
cash flows from the origina purchase assumptions are accounted for using the prospective
method. Interest only securities and securities where the yield has become negative are valued
using the prospective method. In 2001, there were no securities that changed from the
retrospective to the prospective methodology due to negative yields.

Common gocks are carried at NAIC-designated market value. The change in the stated value is
recorded as a change in net unrealized capital losses, a component of unassigned funds.

Preferred stocks are stated at cost, lower of cost or amortized cost, or NAIC-designated market
values depending on the assigned credit rating and whether the preferred stock has mandatory
sinking fund provisions.

Mortgage loans on real estate are stated at the unpaid principle balance.

The Company has minority ownership interests in joint ventures. The Company carries these
interests based on the underlying unaudited GAAP equity of the investee, as of September 30,
2001, adjusted for distributions or disposals. Prior to January 1, 2001, the Company’s investment
in joint ventures was carried at cost adjusted to reflect statutory operating results. See Note 3 for
a description of the change in accounting principle.

Net investment income earned consists primarily of interest and dividends. Interest is recognized
on an accrual basis and dividends are recorded as earned at the ex-dividend date. Interest income
on mortgage-backed and asset-backed securities is determined on the effective yield method
based on estimated principal repayments. Accrua of income is suspended for bonds and



mortgage loans that are in default or when the receipt of interest payments is in doubt. Realized
capital gains and losses are determined on a specific identification basis.

Accrued interest more than 180 days past due deemed collectible on mortgage loans in default is
nonadmitted. All other investment income due and accrued with amounts over 90 days past due
is nonadmitted. As of December 31, 2001, no accrued interest or other investment income due
and accrued was excluded from unassigned funds.

Concentrations of Credit Risk—Financial instruments that potentially subject the Company to
concentrations of credit risk consist principally of cash and short-term investments, and stocks
and bonds. The Company places its investment securities with high-credit quality financia
ingtitutions and limits the amounts of credit exposure to any one financial institution.
Concentrations of credit risk with respect to investments in debt securities are limited due to the
large number of such investments and their distribution among U.S. government bonds, many
different industries and geographic regions.

Premiums and Related Commissions—Premiums are earned over the terms of the related
insurance policies and reinsurance contracts. A liability for unearned premiums is established to
cover the unexpired portion of premiums written. Such liability is computed by pro rata methods
for direct business and is based on reports received from ceding companies for reinsurance.

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

Premiums and installments booked but deferred and not yet due primarily represent an estimate
of the difference between amounts earned ratably on installment-billed policies and the amount
to be billed on the policy. Premiums and installments booked but deferred and not yet due also
include estimated billings on payroll reporting policies which were earned but not billed prior to
year end. The Company uses its historical experience to estimate earned but not billed amounts.
These unbilled amounts are estimates, and while the Company believes such amounts are
reasonable, there can be no assurance the amounts ultimately received will equal the recorded
unbilled amounts. The ultimate collectibility of the unbilled amounts can be affected by genera
changes in the economy and the regulatory environment due to the increased time required to
determine the billable amount. The Company considers these factors when estimating the
premiums and installments booked but deferred and not yet due.

Certain policyholders are required to remit deposits which represent premium expected to be
payable to the Company at the end of the month following the reporting period (monthly and
quarterly), plus one additional month. Deposits are generaly in the form of cash, and are
recorded in amounts withheld or retained by the Company for account of others. However,
policyholders may pledge surety bonds and securities in lieu of cash deposits. As of
December 31, 2001, there were no pledged bonds and securities.

In addition to its regular premium plans, the Company offers employers retrospective premium
rating plans under which premiums are adjusted annually for up to 4-1/2 years following the plan
year based on policyholders' loss experience. Adjustments to the original premiums are paid to
or collected from the policyholders six months following the expiration of the policy and
annually thereafter for up to 41/2 years. These amounts are included in te accompanying
statement of admitted assets, liabilities, capital and surplus as accrued retrospective premiums
receivable and payable.

-13-



Retrospectively Rated Contracts—The Company estimates accrued retrospective premiums
receivable and payable by reviewing historica loss and premium development patterns at various
stages of maturity and using these historical patterns to arrive at the best estimate of return and
additional retrospective premiums on all open retrospectively rated policies. Premiums written
for 2001 on retrospective workers compensation policies were $75.5 million, or 32 percent of
total premiums written.

The Company has nonadmitted 10 percent of the amount of accrued retrospective premiums
receivable not offset by accrued retrospective premiums payable, other liabilities to the same
party (other than loss and loss adjustment expense reserves), or collateral as follows (in
thousands):

Tota accrued retrospective premiums receivable $28,078
L ess nonadmitted amount (10%) 2,808
Admitted accrued retrospective premiums receivable $25,270

Losses and Loss Adjustment Expenses include an amount determined from individua case
estimates and loss reports and an amount, based on past experience, for losses incurred but not
reported (IBNR). Actua claim costs depend upon such factors as duration of worker disability,
medical cost trends, occupational disease and inflation, and other societal and economic factors.
As aresult, the process used in computing the ultimate cost of settling losses and expense for
administering losses is necessarily based on estimates. Such liabilities are necessarily based on
assumptions and estimates and while management believes the amount is adequate, the ultimate
ligbility may be in excess of or less than the amount provided. The methods for making such
estimates and for establishing the resulting liability are continualy reviewed and any adjustments
are reflected in the period determined.

Currently, the Company discounts the reserve for losses for known unpaid fatal and permanent
total disability losses. The Company does not discount the reserve for losses for unpaid fatal and
permanent total disability loss adjustment expenses. Oregon Attorney General Opinion Number
6176 requires the Company to use the discount rate that reflects the anticipated rate of return on
investments taking into consideration the uncertainty inherent in long payout patterns. The
discount rate used by the Company is 3.5 percent as of December 31, 2001. Annually, the Board
of Directors reviews the actuarial assumptions and discount rates utilized in determining the
liability for such losses. The discount reflected in the reserve for losses was $91.9 million as of
December 31, 2001.

Managed Care Organization Fees—The Company contracts with managed care organizations
(“MCOs’). MCOs manage claims by arranging to provide medical and health care services. The
expense is based on the number of claims accepted and closed while managed by an MCO.
During 2001, policies covered by contracts with MCOs were approximately 64 percent of total
policies.

Fixed Assets are carried at cost less accumulated depreciation. Maintenance and repairs ae
charged to expense as incurred. The Company provides for depreciation of fixed assets using the
straight-line method over the estimated useful lives of the assets as follows:

Red estate 30 to 40 years
Furniture, equipment, and automobiles 3to 7 years

-14-



Depreciation expense was approximately $3.7 million for the year ended December 31, 2001.

Management reviews fixed assets for possible impairment whenever events or circumstances
indicate the carrying amount of an asset may not be recoverable. If there is an indication of
impairment, management prepares an estimate of future cash flows (undiscounted and without
interest charges) expected to result from the use of the asset and its eventual disposition. If these
cash flows are less than the carrying amount of the asset, an impairment loss is recognized to
write down the asset to its estimated fair value.

Taxes and Assessments—The Oregon Department of Justice has determined that the Company is
exempt from federal taxes because it is an integral part of the State of Oregon and, aternatively,
exempt under either or both sections 501(c)(27)(B) and 115(1) of the Internal Revenue Code.

The Company is subject to levies by the Oregon Workers Compensation Division of the
Department of Consumer and Business Services. Such assessments congtitute an in-lieu-of -tax
relative to premiums. Premium assessments were $18.4 million for the year ended December 31,
2001

Pending Accounting Standards—In March 2001, the NAIC adopted Statement of Statutory
Accounting Principle (“SSAP’) No. 82, Accounting for the Costs of Computer Software
Developed or Obtained for Internal Use and Web Ste Development Costs. This statement
requires that internal and external costs incurred to develop internal-use computer software and
web sites during the application development stage and infrastructure stage should be capitalized;
costs incurred during the preliminary project stage and post-implementation/operation stage
should be expensed as incurred. Amortization guidelines outlined in SAP are applicable for al
operating and nonoperating software. This statement is effective for years beginning January 1,
2002 and was adopted by the Company in the first quarter of 2002. The threshold for
capitalization of internally developed software was set at $500,000 upon implementation. The
adoption of this standard had no effect on the Company’ s results of operations, financia position,
or cash flows.

ACCOUNTING CHANGES

The Company prepares its statutory-basis financial statements in conformity with accounting
practices prescribed or permitted by the Insurance Division. Effective January 1, 2001, the
Insurance Division required that insurance companies domiciled in the State of Oregon prepare
their statutory-basis financial statements in accordance with the NAIC Accounting Practices and
Procedures Manual—Version effective March 2001, subject to any deviations prescribed or
permitted by the Insurance Division. Accordingly, the admitted assets, liabilities and capital and
surplus of the Company as of December 31, 2001 and the results of its operations and its cash
flows for the year then ended, have been determined in accordance with the new accounting
principles.

Accounting changes adopted to conform to these provisions are reported as changes in
accounting principles. The cumulative effect of changes in accounting principlesis reported as an
adjustment to unassigned funds in the period of the change in accounting principle. The
cumulative effect is the difference between the amount of capital and surplus at the beginning of
the year and the amount of capital and surplus that would have been reported at that date if the
new accounting principles had been applied retroactively for al prior periods. As aresult of these
changes, the Company reported a change of accounting principle, as an adjustment that increased
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unassigned funds, of $8,198,000 as of January 1, 2001. This adjustment results from restating the
Company’s investment in joint ventures.

INVESTMENTS

Oregon’s State Treasurer acts as the Company’s investment officer, investing in any instrument
in which persons of prudence, discretion and intelligence would invest for their own accounts.
The Oregon Investment Council establishes the Company’s investment policy.

Bond, mortgage-backed, and asset-backed security transactions are recorded on a trade basis,
generaly three business days prior to the settlement date. However, the number of days between
trade and settlement dates for mortgage-backed securities can be up to 30 days or longer
depending on the security. Receivables for securities not received within 15 days from the
settlement date are nonadmitted. As of December 31, 2001, $1.4 million of such receivables for
securities were excluded from unassigned funds.

The cost or amortized cost and NAIC-designated fair value of the Company’s investment
securities were as follows as of December 31, 2001 (in thousands):

Book Value/ Gross Gross Cost or NAIC-
Adjusted Unrealized Unrealized Amortized Designated
Carrying Value Gains Losses Cost Fair Value
Bonds:
U.S. government $ 617,807 $ - $ $ 617,807 $ 626,846
All other governments 30,145 - 30,145 32,251
States, territories and possessions 1,326 1,326 1,298
Specia revenue 339,352 339,352 342,918
Public utilities 260,888 - - 260,888 268,255
Industrial and miscellaneous 837,958 - 3,305 841,263 847,382
Total bonds $2,087,476 $ $ 3,305 $2,090,781 $2,118,950
Stocks:
Preferred stocks $ 44,276 $ 1,231 $ 3,038 $ 46,083 $ 41,261
Common stocks 390,809 - 26,117 416,926 390,809

Proceeds from the sale and maturity of bonds and stocks were $5,395,953,000 and $175,682,000,
respectively, during 2001.

The amortized cost and NAIC-designated fair value of bonds as of December 31, 2001, by
contractual maturity, are shown below (in thousands). 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.
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Dueinoneyear or less

Due after one year through five years
Due atter tive years through ten years
Due after ten years

Collateralized mortgage obligations and
mortgage-backed securities

Total

Book Value/

Adjusted

Carrying Value

$ 72,996
261,118
399,30/
413,961

1,147,382
940,094

$2,087,476

Amortized
Cost

$ 72,996
262,835
400,035
414,821

1,150,687
940,094

$2,090,781

NAIC-
Designated
Fair Value

$ 74,273
269,266
395,63/
426,630

1,165,806
953,144

$2,118,950

Gross redlized gains and losses and the net redlized gains (losses) from investment securities
consist of the following for the year ended December 31, 2001 (in thousands):

Gross Gross Net Realized
Realized Realized Gains

Gains Losses (Losses)
Bonds $65424  $76700  $(11,276)
Common stocks 2,630 1,126 1,504
Preferred stocks 8,227 12,298 (4,071)
Real estate 1,707 - 1,707
Short-term investments 9 - 9
Other invested assets 4,478 - 4,478
Total $82475  $90,124  $ (7,649)

SECURITIESLENDING

In accordance with State investment policies, the Company participates in securities lending
transactions. The Oregon State Treasury has, through a Securities Lending Agreement,
authorized State Street Bank and Trust Company (“State Street”) to lend the Company’s
securities to broker-dealers and banks pursuant to a form of loan agreement. Both the Company
and the borrowers maintain the right to terminate all securities lending transactions on demand.

During 2001, State Street lent the Company’ s fixed income and equity securities and received as
collateral U.S. dollar-denominated cash. Borrowers were required to deliver cash collateral for
each loan equal to at least 102 percent of the fair value of the loaned security, or 105 percent in
the case of international equity securities. The Company did not impose any restrictions during
the year on the amount of the loans State Street made on its behaf. The Company was fully
indemnified by State Street against losses due to borrower default, and there were no losses
during the year from the failure of borrowers to return loaned securities. There were no
restrictions on the collateral held by the Company as of December 31, 2001.

State Street is authorized by the Securities Lending Agreement to invest cash collateral received
for securities loans in the State Street Bank and Trust Company Oregon Short-Term Investment
Fund (“Fund’). As of December 31, 2001, the Fund had an average weighted maturity of

70.5 days. Since the securities loans are callable on demand by either the lender or borrower, the
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7.

life of the loans as of December 31, 2001 is effectively one day and consequently does not
generaly match the life of the investments in the Fund. On December 31, 2001, the Company
had no credit risk exposure to borrowers. Under SAP, the collateral held and the fair value
including accrued income of the Company’s securities on loan as of December 31, 2001, of
$194 million and $192 million, respectively, are not included in the Company’s statutory-basis

financia statements.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The datement vaue and NAIC-designated fair vaue of financid instruments as of

December 31, 2001 are as follows (in thousands):

Statement
Value

Bonds $2,087,476
Preferred stocks 44276
Common stocks 390,809
Mortgage loans on real estate 1,646
Short-term investments 4314
Total $2,528,521

NAIC-
Designated
Fair Value

$2,118,950
41,261
390,809
1,649
4,324

$2,556,993

LOSSESAND LOSSADJUSTMENT EXPENSES

Activity in losses and loss adjustment expenses is summarized as follows (in thousands):

Balance at January 1, 2001
Less reinsurance recoverables

Net balance at January 1, 2001

Incurred related to:
Current year
Prior year
Total incurred

Paid related to:
Current year
Prior year

I otal paid

Net balance at December 31, 2001
Plus reinsurance recoverables

Balance at December 31, 2001

-18-

$2,092,543
(71)

2,092,472

348,751
(92,730)
256,021

70,689
143,985

214,6/4

2,133,819
101

$2,133,920



Reserves for losses have been discounted on atabular basis using the 1979-1981 U.S. Decennial
Life Tables, the 1979 NCCI Remarriage Table and a discount rate of 3.5 percent. The Company
does not discount any incurred but not reported reserves, medical unpaid losses or unpaid 1oss
adjustment expenses. Discounted reserves include fatal and permanent total disability losses. As
of December 31, 2001, gross reserves subject to tabular discounting were $406.1 million which,
after discount, were $91.9 million.

Anticipated salvage and subrogation of $9.5million is included as a reduction of the reserve for
losses as of December 31, 2001.

Reserves for losses and loss adjustment expenses attributable to insured events of prior years has
decreased by $92.7 million in 2001. $75 million of this decrease was due to Senate Bill 485 (SB
485) which was signed into law July 30, 2001. Among cther changes to workers' compensation
law, SB 485 changed the law in response to a previous court decision rendered in Johannsen v.
SAIF Corporation. That decision had removed time limits for reopening claims for disability
benefits. SB 485 makes claims filed more than five years after the date of the first claim closure
reimbursable to the insurer from the Workers' Benefit Fund. The remaining decrease is generally
the result of ongoing analysis of recent loss development trends. Original estimates are increased
or decreased as additional information becomes known regarding individua claims.

Risk Management—The State of Oregon administers property and casuaty insurance programs
covering State government agencies through its Insurance Fund. The Insurance Fund services
claims for: direct physica loss or damage to State property; tort liability claims brought against
the State, its officers, employees, or agents; workers compensation; and employees, elected
officials, and members of commissions and boards for honesty and faithful performance. The
Insurance Fund is backed by a commercia excess property policy with limits of $400 million and
ablanket commercia excess bond with limits of $10 million.

As a state agency, the Company participates in the Insurance Fund. The cost of servicing
insurance claims and payments is covered by charging an assessment to each State entity based
on its share of services provided in a prior period. The total statewide assessment of each
coverage is based on independent biennia actuarial forecasts and administrative expenses, less
carry-forward or equity in the Insurance Fund. Assessments for the year ended
December 31, 2001 were $306,000.

DEFERRED COMPENSATION PLAN

A deferred compensation plan (Plan) was authorized under Interna Revenue Code Section 457
and ORS 243.400 to 243.495. The Plan is a benefit available to all employees wherein they may
execute an individua agreement with the Company to defer a portion of their current income
until future years so as to shelter such funds from federa and state taxation until withdrawal.
Participants cannot receive the funds until certain circumstances are met. Funds accumulated by
the Company under the Plan have been invested with various financia institutions and insurance
companies. Plan assets are held in a custodia account or an annuity contract by the Plan provider
for the exclusive benefit of the participants or beneficiary. Participants’ rights under the Plan are
equd to the fair market value of the deferred account for each participant.
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11.

RETIREMENT PLAN

The Company’s employees participate in the Oregon Public Employees Retirement System
(“PERS"), a cost-sharing multiple-employer defined benefit pension plan. PERS is administered
by the Public Employees Retirement Board under the guidelines of ORS Chapter 238. All
employees are eligible to participate in PERS after completing six months of service. Covered
employees are required by state statutes to contribute 6.0 percent of their salary to the plan.
Current law permits employers to pay employee contributions to PERS and the Company has
elected to do so. The Company is required by statute to contribute actuarially computed amounts
as determined by PERS. Rates are subject to change as a result of subsequent actuarial
valuations. Currently the rate is 9.49 percent of each covered employee's sdlary. The Company’s
contributions to the Plan were $6.4 million for 2001.

CAPITAL AND SURPLUS

The portion of unassigned funds represented or reduced by each item below, is as follows at
December 31, 2001 (in thousands):

Net unrealized capital losses $ (41,644)
Cumulative effect of change in accounting principles 8,198
Nonadmitted assets (14,574)

The Company is subject to Risk Based Capita (“RBC”) requirements of the NAIC, which
establishes that certain required amounts of capital be maintained. As of December 31, 2001, the
Company’s RBC exceeded the required amount, in connection with its NAIC statutory filing.
While the Company is not subject to the minimum capital requirements set forth in ORS, the
Company uses various benchmarking and risk level techniques to monitor and maintain an
adequate level of surplus.

COMMITMENTSAND CONTINGENCIES

The Company has entered into structured settlements wherein the Company has purchased
annuities of which the claimant is payee, but for which the Company is contingently liable. The
amount of the contingent liability is the amount of the liability due to the various claimants that
has been offset by the purchase of the annuity. Contingent liabilities arisnhg from these
settlements were $4.8 million at December 31 2001.

From time to time the Company is involved in pending and threatened litigation in the normal
course of business in which clams for monetary damages are asserted. In the opinion of
management, the ultimate liability, if any, arising from such pending or threatened litigation is
not expected to have a materia effect on the results of operations, liquidity or financial position
of the Company.
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13.

14.

15.

LEASE COMMITMENTS

The Company leases office space in severa locations under noncancelable operating leases
expiring during various years through 2005. Lease expense was $1,615,000 for the year ended
December 31, 2001. As of December 31, 2001, the minimum aggregate rental commitments are
as follows (in thousands):

2002 $ 599
2003 561
2004 387
2005 223

Total minimum lease payments $1,770

Certain rental commitments have renewa options extending through the year 2010. Some of
these renewals are subject to adjustments in future periods. Total minimum lease payments have
not been reduced by minimum sublease rentals of approximately $478,000 on leases due in the
future under noncancel able subleases.

WASH SALES

In the course of the Company’s asset management, securities are sold and reacquired within
30 days of the sdle date to enhance the Company’ s yield on its investment portfolio.

The aggregate detail of securities with NAIC designation of 3 or below sold during the year
ended December 31, 2001 and reacquired within 30 days of the sale date is as follows (in
thousands):

Book Value Cost of
Number of of Securities Securities
Transactions Sold Repurchased Loss
Bonds:
NAIC 3 1 $ 4,813 $ 4,896 $ (744
NAIC 4 3 12,662 12,797 (2,290)
Total 4 $17,475 $17,693 $(3,034)

SECURITIESON DEPOSIT

Securities with an amortized cost of $3.1 million at December 31, 2001 were on deposit with the
Federa Reserve as required by the U.S. Department of Labor under the Longshoremens and
Harbor Workers Compensation Act.

REINSURANCE

In the ordinary course of business, the Company cedes premiums for purposes of risk
diversification and limiting maximum loss exposure from catastrophic events through contractual
agreements with reinsurers. If such assuming reinsurers are unable to meet the obligations
assumed under these reinsurance agreements, the Company would be liable to pay the obligation.
To minimize its exposure to significant losses from reinsurer insolvencies, the Company
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16.

regularly evauates the financial condition of its reinsurers and monitors concentration of credit
rsk.

Throughout 2001, the Company maintained coverage for loss occurrences involving one person
subject to a limit of $5.0 million in excess of a $5.0 million per claimant retention and
$155 million in excess of $10 million per occurrence with a $5 million maximum on any one life

and a $310 million aggregate limit.

The following amounts have been deducted in the accompanying statutory-basis financial
statements as a result of reinsurance ceded (in thousands):

Liability for losses and loss adjustment expenses $15,314
Premiums earned 1,093
L osses and loss adjustment expenses incurred 3,328

The Company is authorized to write business on behaf of the Oregon Workers Compensation
Insurance Plan (the “Oregon Insurance Plan”), administered by the National Council on
Compensation Insurance through the National Workers' Compensation Reinsurance Pool. The
Oregon Insurance Plan provides a guaranteed source of workers compensation insurance for
employers unable to obtain coverage because of unstable financia condition, poor loss
experience, or the inherently dangerous nature of the work. The Company cedes such business to
the Oregon Insurance Plan. In addition, the Company is aso required to assume its share of
premiums and losses from the Oregon Insurance Plan based on voluntary market share.

The following amounts are included in the accompanying statutory-basis financial statements as
a result of participation in the Oregon Insurance Plan (in thousands):

Assumed:
Liability for losses and |oss adjustment expenses $ 19,799
Advance premiums 1,311
Premiums earned 10,055
L osses and | oss adjustment expenses incurred 7,073
Ceded:
Liability for losses and loss adjustment expenses 55,425
Advance premiums 2,245
Premiums earned 11,197
L osses and | oss adjustment expenses incurred 10,967

EDP EQUIPMENT AND SOFTWARE

EDP equipment, operating and nonadmitted nonoperating software are carried at cost less
accumulated depreciation. Depreciation expense is computed using the straight-line method over
the lesser of the estimated useful life of the related asset or three years for EDP equipment and
operating system software. Depreciation expense for nonadmitted nonoperating system software
is computed wsing the straight-line method over the lesser of the estimated useful life of the
related asset or three to five years. There were no operating software assets admitted at
December 31, 2001.
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EDP equipment consisted of the following at December 31, 2001 (in thousands):

EDP equipment $11,099
Accumulated depreciation (9,265)
Baance, net $ 1,834

Depreciation expense related to EDP equipment and operating and nonadmitted nonoperating
software totaled $2.5 million for the year ended December 31, 2001.

RECONCILIATION OF ANNUAL STATEMENT TO AUDITED
STATUTORY-BASISFINANCIAL STATEMENTS

The following illustrates the differences between the annual statement as filed with the Insurance
Divison and the audited statutory-basis financial statements. The differences are the result of
reclassifications made after the annua statement was filed and are as follows (in thousands):

Statement of Admitted Assets, Liabilities, Capital and Filed Audited  Difference
Due from Worker's Compensation Division $ - $12,930  $12,930
Losses (1,786,603) (1,799,533) (12,930)
Statement of Cash Flows: Filed Audited  Difference
Loss and loss adjustment expenses paid $(227546) $(214,674)  $12,872
Other cash provided 12,710 (162) (12,872)
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SUMMARY INVESTMENT SCHEDULE
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SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES

Diue April 1
Forthe year ended December 31, 2001

QrThe SNF‘:DFPWR“M ....................................... Insurance Carmpany
MMS&{CM.SI&E.ECnmj:__ ) 4Dﬂth5t$E Saiﬂm Oegraer g e e
NACGRUpCode 0000 | NACConpamyCode N9 EmplyersDNamber s3a0es

The: Invesiment Risks Interrogatories are to be filed by Apil 1. They are also to be included with the Audited Statutary Financial Statements.

Angwer the fallowing intermogatories by stating the applicable U, 5. dollar amounts and percentages of the reporing entity's iotal admitted assets held n that category of
invastments as shown on the Summary Investment Schedule, AN reporing enilles must answer interrogatories 1, 2, 3, and, I applicable 20 through 24, Answer each of
inferrogatories 4 through 19 enly if e reporting entty's aggregate holding in the gross investment categary addressed in that interrogatory equals or exceeds 2.5% of
the raporting entity's tofal admifted assats. For Life, Health and Fratemal blasks, responses are fo exclude Sepamle Accounts.

1. State the reporting entity's tolal admitied assets as reponed In Page 2 of his annual statement, § | 2.B98630,603

2. Slale by investment calegory the 10 lamgest exposures ko & single issueiboerowerinvestment, excluding LS. govemment, U, 5. govemment agency
sacurilies and those L. 5. Govemment money market funds fated in five Appendix to the SO Purposes and Procedures Manual &3 exemgl, properly

occupied by tha company and policy loans,
A 2 3
Parcantage of Tetal
investment Category Amount Admitted Assais
201  BOODORUSE BGIRUSSELL 3000INDEXFUND . ... § 340,808,778 12.483 %
202 361416427 GOLDMAN SACHS GROUP INC ' . 2008021 e MOE2%
203 52B06CTS LEHMANBROSHOLDINGS, - 25489.078 0879 %
204  G17446GDSMORGANSTANLEY DEANWITIER ... . - 20,192,906 0637 %
0 SUSMEPDDELNSCHOANK, . sl il R 20,008,750 0.693 %
20 RSBCIP TIANGOMMIN oo it ativiin, S NN G, 0.588 %
207 O4S424FGE ASSET SECURITZATIONCORP. B i ol 0.570 %
406 ITTYDFORDMOTORCREDITBORE . .. cnmminsmimnas ¥ o WM. v 0.562 %
A R TR, v ressmamnn e A 0545 %
210 33632°KY2 NORTH TELECOM $ 15,631,237 0530 %

3 Gtate the amounts and parcentages of the reponting entty's tolal admitted assets held in bonds and prefermed stocks by MAIC rating.

EBonds 1 2 Prefamed Stock 3 4
301 NAIC1 §  189BDESSM 56.198 % 307 PRP-1 A tmws 0.355 %
302 NAIC2 § 386,676,409 L 12850% 308 PRP2 8 lesnmes 0639 %
309 NAIC3 S 51401721 LT3 308 PIRP3 - 0,457 %
304 NAIC4 §  25350,375 .. 0875% 30 PRPA §. 2218500 e
305 NAICS § tepia2y 0,653 % 3 PRPS Ko b %
105 NMICS § 4818 L. oo 312 PRPE SR ¢ %

4 Siain the amounts and pementages of the reporing entity’s tofal admittad assats hedd in forelgn investments (regardless of whether there & any fonelgn curmency
exposure) and unhiedged foreign currency exposue {defined as the statement value of invesiments denominated in foreign currencies which are not hedged
by financial instrements quakfying for hedge accounting as specified in S5AF Ho, 31 - Derivative Instruments], including (4,01} fareian-curency-denomingtad
investments of § 0 (4.02) supporting insurance liabilfies denominated in thal same foraign currancy of § 0 and exchading (4.03)

Canadian investments and curmency exposure of § oo
Aszsats hald in foreign investments less than 2,5% of the reparting entity's todal edmitted assets, detall not required.



50
5.02
50

a0
602

6.03

6.05
606

am
8.02

.01
9.02

4.03
4.04

9.05
908

10

10.01
10,02
10,03
10004
10,05
10,06
10.07
10.08
10,09
10.10

1.

Aummﬂmmwﬂmwmmmwnmmmm

i
Counlres rated NAIC-1 BN = %
Counbies raed NAIC-2 S, s 0,558 %
Countres rated NAIC-3 or below 9548022 0329 %
Tiwo largest foreign Investment exposures o a single couniry, calegorized by fie country's NAIG sovareign rating:

1 2
Counties raiad NAIC-1: : }
Country: bocoononTen 0 T %
[mu!; ‘....- WE AN L RS s e . v . *
Countres raled NAIG-2: -
Country: MEXICO . SO G1ews o 0.586 %
Caunty: _ NI = IO,
Countres rated NAIC-3 o below: B
Country: PANAMA $ ....350279 o s
Country: PHILLIPINES ST 2206128 0.077 %

. 2
Aggregate unhadged forelgn cumency exposure oo S
Aggregate unhedged foreign cumency exposure categortzad by NAIC sovereign rating:

1 z
Countries rated NAIC-1 _ oovataain e " %

i U )

Courtriss rated NAIC-3 or below - L%
mummmmmnmmnwmmmammnw.umnmmmmwcmmm;

1 i

ies raied NAIC-1; .

Country; oty i %
Counry: S R S %
Couninies rated NAIG.2: .
Country: b s ca . e %
Country: ¥ it e anaion K
Couniries rated MAIC-3 or balow:
Courtry: AT - T
County: SO oo IR s S %
List the 10 lagest non-sovenelgn (Le. non-governmantal) foreign issues:

1 2
NAICraing 2 284128ACT ELAN FINANCE L] O A 0315%
NAIC mling 2PE 125148AB2 CE ELECTRIC UK FUNDING 5 7,649,352 . 2%
NAIC rating 12 46621WAAS JMH FINANCE S ... Rerees 0.248 %
NAIC mating 1 904784AA3 UNILEVER NV $ roop0 0241 %
NAIC rating 2 88163XAA3 TEVA PHARMACEUTICAL ; S sasop0 0181 %
NAIC raing 1 878385ACE TELEFONICA EUROPE . oTR sessemr 0178 %
NAIC ring 1PE 35177PADS FRANCE TELECOM L S 5,055,580 B %
NAIC raiing 1 (54536445 AXA 3 4gesmis 0172 %
NAIC raling  2PE S0D631ACO KOREA ELECTRIC POWER : Ape6548 000 0471 %
HAICraiing ZPE G56533AA4 NORSKE SKOGINDUSTNER s dgrsas 0137 %

State the amcunts and parcentages of the raporting entity's fofal admitled assets held in Canadian investments and unheiged Canadian cumency
exposuTe, mcuding Canadian-camency-denominated investments of (11.01) 5
ol (1102)§ ]

Assels held In Canadian investments kess than 2.5% of the reporting entity's total admitied assets, detail nol repuired.
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12, Aggregate Canadian investmant axpasure,
1 2
1201 Canadian mvestments 5 T
1202  Unhadged Canadian cumency exposurs 5 N = . B
13 Slate the aggregate amounts and percentages of the reporting antity's total admitted assets held in investments with contractual sales restrictions
(defined a3 vestments having restrictions that prevent investments from being sald within 80 days).
Assets held in investments with contractual sales restrictions less than 2.5% of the reparting sntity's folal admitted assets, detal ot required.
1 i
1301 Aggregate siatemant value of Investments with
contractual saks restrictions oo imand it
1302  Lamgest 3 investments with contractual sakes estricions:
B s A A A A R A § %
1 § %
- e s %
4. Siate the amounts and percentages of admitted assats hald in the 2mast 10 equity interests {induding investments in the shares of
mutual funds, prefermed siocks, publicly traded equity securities, and other eguity securities, 2nd excluding money market and band
migual funds listed in the Appendic ta the SVO Practices and Procedures Manual as exemgl or Class 1),
Assets held in equity interests kass than 2.5% of thi: reporting entty's total; admitted assets. detail not required.
Invesiment Category
1 2
1401 S0000RUSE BGI RUSSELL 3000 INDEX FUND ¥ .. 390,808,776 T 13481 %
1402 018803205 ALLUANTENERGYRES S TAR3E B
1403 5B155PS01 HGKESSUH F_H:ﬁ_w_;lﬂ_ﬁ TRUST 3 ; 5214,5?4 [ 0214 %
W04 B1211K209SEALEDARCORP . .. . S 8113875 o 021%
05 626428203 SIERRAPACFIGRESOURCES : e 6,045,500 L 0ae%
1406 373296301 GEORGIA PACFICGROUP s § i 5053750 i
107 0062PAASUBSPFOFUNDNGTRUST) $ 494 0.148 %
08 744320201 PRUDENTIALFINANCIAL " $ . a0 0.107 %
109 4967TE08 KMART FNANGINGT 3 221850 0.077 %
WAD DEMBRIANTHEMNCG T s 750 0032 %
18, Stale the amounts and pereentages of the reporting entity’s total admitted ssets held in nonaffiated, privately placed equities (included in other
equity sacurites) and excluding securiies eligible for zale under Seeurites Exchange Commission (SEC) Rule 1448 or SEC Aule 144 withoul volume
restrictions.
fasets held in nonaffiiated, privately placed equilies less than 2.5% of hie reporting entity's total admitted assets, detad not requined.
1 2
1501 Aggregate statemant value of nvastments held in
ronafffaled, pivately place equites S, s
1502 Lamest 3 investments heid in nonaffiBated, privately placed equities:
1603 B e reeisss %
O S s i B S T T DA T o . I L
B A s T B A i et eremeem L%
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16, State the amounts and parcantages of e repoding entity's otz admitied assets hakd in general parinesship inlerests (included In other equity
securifies].
A&wnmmwﬂmﬂwhmmmanzﬁniu-mmmn;mmmwmmmlmmm
i 2
16.01  Aggregats statement value of investments held in
nenaral parnership intarests L b
16.02 Lamest3 investments with contractual sales rasinctions:
W e o e R S TR SN %
B s e T e  TTRERr oL 07 e TS %
16,05 - PR %
17. W‘ml’ﬂMhmtgagébahaEWMMWHB.MMNMaﬂmﬁgﬁﬁﬁmmﬂaﬁmw:wwmmu
Marigage leans reported in Schadule B kss than 2.5% of the reporting entity's total admitied assets, detall not required.
Each of the 10 largest apgregate merigage interests. The aggregate moripage interest represants the combined value of all morigages secured by the sama
property or same group of propentes:
Type (Residential, Commercial, Agricultural)
1 2
!?u‘ .................................................................... s ............................... “
DY v s A R boocinaiany Rl %
TR i i A R A B S D R TR % 5
L TR S %
S Y %
i RO B i N A L %
TR i e %
LLE B e SR ¥ T %
T oy i N T i L B S W ety ol %
L USSR S %
18, Aggregaty morigage loars having the following loan-to-valee ratios as determined from the most cumant appraisal as of fhe annual statement date:
Loano-Vale Residential Commensal ricutbural
1 2 3 4 5 §
1801 asbovedS% § % ;. USROS — %
10z %% § L S ST 8 R
1803 HNwd% § b T S W, Eogooiomn e ol %
M HNEWME §. oo s LI S N Fooooan %
18.05  belowro® § ® 5, W B wreoons %
1 2
18.06 - Construction Loans L %
18.07 Morigage loans over 90 days past due | T < %
1808  Morigage loans in the process of foreciosure e . %
1809  Morigege loans forsciosed 5 %
1810 Restuctured morigage loans S N %
14, ﬁmmmmemﬂmmmwadmwmtﬂhm-ﬁmmmmﬂmuﬂnmpa:rxh'ar

group of confinguous parcets of real estate reported in Schedule A, excluding property occupied by the company.




Assets held in each of the five lanpest inveziment in cne parcel ar groug of contiguous parcels of real estate reported in Schedule A lass than
2.5% of the reparfing entity's total admitted assats, detal not required,
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State the amounts and percentages of the reporting entity's 1012l admitted assets subject to the following types of agreements:
Al Year-end At End of Each Quarier
st 2nd ora
1 2 3 : 5
Securifies landing (do not indlude assels = =
held as collataral for such transactions) $  1833meEs 6323% § 195001745 § 25155705  § 205199519
Repurchase agresments A % 3 ..
Revarse napurchase agreements H o R % 3 § 1
Dollor repurchase agreements T %S 5 S
Dollar reverse repurchase agreements AR O iy I S L 5
Giade the amounts and percentages indicaled below for wamants nol atiached to oher financial instruments, options, caps, and foors
Owned MWiritien
1 2 3 4
Hedging Al =S o %  JOSUR .
Incame genefation RIS e % SR e apaeeRel %
Other e — " B %
Stale the amounts and percentages indicated bedow of potental exposure (defined as the amount determined in accomance with tha NAIC
Annual Statement Instructions) for collars. swaps, and forwards:
Al Year-and Af End o Each Quarter
inay and o 3 Ot
1 2 2 4 5
Hedging S %8 $ s
Income generaion S % 0§ 5 5
Repikcations 5 % $ Ay e
Other Biase: s % 8 $.. R
State the amounts and percentages indicated betow of polental exposure (defined as the amount determined in eccordance with the NAIC
Annual Statement Instuctions) for futune contracts:
Al Year-end A1 End of Each Quarter
AstQtr 2nd Qi 3rd Qty
1 2 3 4 5
Hadging 5 % $ 5 s
Income generaton i % 8 S B e
Replications e ol Wi . O T 5. §
Other 5 % % 5 ]



24;

State the amounts and percantages of 10 larest investments included in the Writs-ns for Invested Assets category Included on

fha Summary Investmen! Schedula.
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FACTSABOUT THE SECRETARY OF STATE AUDITSDIVISION

The Oregon Congtitution 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
divison reports to the elected Secretary of State and is independent of the Executive,
Legidative, and Judicial branches of Oregon government. The division audits al state officers,
agencies, boards, and commissions and oversees audits and financial reporting for loca

governments.

Directory of Key Officials

Director Cathy Pollino
Deputy Director Charles Hibner, CPA
Deputy Director Mary E. Wenger, CPA

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

If you received a copy of an audit report and
no longer need it, you may return it to the
Audits Divison. 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

Weinvite commentson our reportsthrough
our Hotline or Internet address.

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 I nterest and I mprove Oregon Government






