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June 30,1992 

To the President of the Senate and the 
Speaker of the House of Representatives 

This report presents our opinion on the financial statements of the Savings 
Association Insurance Fund (&IF) for the years ended December 3 1,199 1 
and 1990. These financial statements are the responsibility of the Federal 
Deposit Insurance Corporation (FDIC), SAIF’s administrator. SAIF’s financial 
statements present fairly, in all material respects, its financial position and 
the results of its operations and cash flows for the years then ended in 
conformity with generally accepted accounting principles. Our reports on 
FLMC’s internal control structure and on its compliance with laws and 
regulations as they relate to SAIF are also presented. We conducted our 
audits pursuant to the provisions of section 17(d) of the Federal Deposit 
Insurance Act, as amended (12 U.S.C. 1827(d)), and in’accordance with 
generally accepted government auditing standards. 

The Financial Institutions Reform,.Recovery, and Enforcement Act of 1989 
(FIRREA), created SAIF to provide deposit insurance to all federally-insured 
savings associations and to thrift deposits acquired by banks. Our report 
discusses SAIF’s resolution responsibility, its fmancial condition, and its 
exposure to insurance losses from the failure of thrifts and banks holding 
SAIF-insured deposits, In addition, we discuss factors that could affect the 
adequacy of SAIF’S funding sources. 

Our report on SAIF’s internal control structure discusses two material 
internal control weaknesses regarding (1) FIX'S process for estimating 
SAIF’s potential insurance losses and (2) FDIC's time and attendance 
reporting, which is FDIC'S principal means of determining payroll expenses 
for each of its funds. a 
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We are sending copies of this report to the Chairmen and Ranking Minority 
Members of the Senate Committee on Banking, Housing and Urban Affairs 
and the House Committee on Banking, Finance and Urban Affairs; the 
Secretary of the Treasury; the Director of the Office of Management and 
Budget; and the Director of the Office of Thrift Supervision. 

Charles A. Bowsher 
Comptroller General 
of the United States 
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To the Board of Directors 
Federal Deposit Insurance Corporation 

We have audited the accompanying statements of financial position of the 
Savings Association Insurance Fund (SAIF) as of December 31, 1991 and 
1990, and the related statements of income and fund balance and the 
statements of cash flows for the years then ended. These financial 
statements are the responsibility of the Federal Deposit Insurance 
Corporation (FDIC), SAIF'S administrator. Our responsibility is to express 
an opinion on these financial statements based on our audit. In addition, we 
are reporting on our consideration of FDIC'S internal control structure and 
its compliance with laws and regulations as they relate to SAIF. 

We conducted our audits in accordance with generally accepted 
government auditing standards. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the 
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 financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in 
all material respects, the financial position of SAIF as of December 3 1, 199 1 
and 1990, and the results of its operations and its cash flows for the years 
then ended, in conformity with generally accepted accounting principles. 

The Financial Institutions Reform, Recovery, and Enforcement Act of 1989 
(FIRREA), created SAIF to provide deposit insurance to all federally-insured 
savings associations (thrifts) and to thrift deposits acquired by banks, 
commonly referred to as “Oakar banks.” 

Through September 30, 1993, the Resolution Trust Corporation (RTC) and 
SAIF share responsibility for resolution costs associated with failed thrifts. 
RTC is responsible for resolution costs of any federally-insured thrift that 
was previously insured by the Federal Savings and Loan Insurance 
Corporation (FSLIC) and placed into conservatorship or receivership from 
January 1, 1989, through September 30, 1993. SAIF is responsible for 
resolution costs of any federally-insured thrift that was not previously 
insured by FSLIC. After September 30, 1993, SAIF will assume the resolution 
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costs of all SAIF-insured thrifts, including thrifts that were previously 
insured by FSLIC.’ 

In addition, SAIF is currently responsible for a portion of losses incurred in 
the resolution of failed Oakar banks. Pursuant to section 5(d)(3) of the 

, Federal Deposit Insurance Act (FDI Act), federally-insured banks can 
’ engage in specified transactions in which they acquire thrift deposits 

without changing insurance coverage for the acquired deposits. Such 
acquired deposits continue to be insured by SAIF and assessed at SAIF’S 
assessment rate. Losses resulting from the failure of Oakar banks are 
allocated between SAIF and the Bank Insurance Fund (BIF) in proportion to 
the bank’s SAIF-insured and BIF-insured deposits. 

The following sections provide supplementary comments relating to SAIF’S 
financial condition, SAIF’S exposure to thrift and bank failures, and factors 
that could affect the adequacy of SAIF’s funding sources. 

SAIF’s F inancial 
Condition 

As of December 31,1991, SAIF reported an $87 mill ion fund balance. As 
discussed in note 5 to the financial statements, SAIF’s 1991 financial 
statements reflect a $2 1 mill ion loss attributable to the September 199 1 
failure of Southeast Bank, an Oakar bank. This expense represents SAIF’s 
allocated share of the estimated cost FDIC incurred for Southeast’s 
resolution. During 199 1, Southeast Bank was the only Oakar bank closed 
by federal regulators. 

As discussed in note 11 to the financial statements, FDIC recently examined 
its treatment of assessments paid by Oakar banks on SAIF-insured deposits. 
Since the enactment of FIRREA in 1989, FDIC had treated Oakar assessments 
like assessments paid by SAIF members and, accordingly, had distributed 
the Oakar assessments along with assessments from SAIF members to the 4 

‘Any thrift requiring resolution after September 30,1993, which had previously been under RTC 
conservatorship or receivership may be returned to RTC for resolution, in accordance with the 
provtsions of the Resolution Trust Corporation Refinancing, Restructuring, and Improvement Act of 
1991. 
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F’inancing Corporation @co), Resolution Funding Corporation (REFCORP) , 
and FSLIC Resolution Fund (FRF), under applicable statutory provisions.2 
FDIC concluded that Oakar assessments could be retained by SAIF rather 
than distributed among FICO, REFCORP, and F'RF, and has applied this 
determhration retroactively to FIRREA'S enactment. This retroactive 
treatment results in SAIF reporting revenues of $9 1 mill ion and $17 mill ion 
in 1991 and 1990, respectively, and recognizing a receivable in 1991 from 
FRF of $108 mill ion for the Oakar assessments originally paid to F'RF.3 
Based on our review of the applicable statutory provisions and information 
FDIC provided, we believe its conclusion and treatment of Oakar 
assessments are reasonable. 

SAIF’s Future V iability The losses SAIF incurs from future thrift and Oakar bank failures and the 

Is Uncertain adequacy of its funding to carry out its responsibilities in light of these 
losses will affect SAIF'S ability to provide insurance protection to depositors 
and remain viable. 

SAIF’s Continuing Exposure Private sector thrifts (those not under the government’s control) ended 
to Losses From Thrift 199 1 with a $2 billion profit, making 199 1 the thrift industry’s first 
Failures profitable year in 5 years. The Office of Thrift Supervision (OTS), the 

industry’s federal regulator, attributes this profit to (1) the decline in 
interest rates, resulting in a favorable spread between the rates of interest 
thrifts earn and the rates thrifts must pay to borrow funds, and (2) RTC'S 
resolution actions, which eliminated a total of 584 unprofitable thrifts 
between August 9,1989, and December 31,199l. 

While the thrift industry’s financial condition improved during 199 1, the 
industry’s continued profitability will be affected by uncertainties, 
including the future condition of the economy, that will in turn impact L 

2FIC0, establIshed in 1987 to recapkalize FSLIC, has first claim on assessments of SAIF members for 
payment of interest and custodial costs on ita bonds. Although FICO no longer has authority to issue 
bonds, Its claim to the assessments will continue until the 30.year recapitalization bonds mature. In 
add&ion, REFCORP, established in 1989 to provide funding for RTC, was entitled to assessments of 
SAIF members to finance payment of bond principal. REFCORP ceased all future bond issuances in 
early 1991 and therefore has no further clahn to assessments. Finally, FRF, established in 1989 to 
liquidate the assets and liabilities of the former FSLIC, is entitled, through December 31,1992, to 
assessments from SAIF members not taken by FICO or REFCORP. 

3All of SAW’s Oakar assessments had been requested by and given to FRF. SAWS $108 million 
receivable as of December 3 1,199 1, consists of $106 million of Oakar assessments paid to FRF during 
1990 and 1991 plus $3 milllon of interest income for FRF’s use of the Oakar assessments. No Oakar 
banks existed in 1989. 
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SAW’S exposure to potential insurance losses. If the interest rate spread 
continues to be favorable, many poorly capitalized thriEts may remain 
marginally viable, and their failure may be delayed until after September 
1993 when SAIF takes on its full resolution responsibility. In addition, some 
thrifts have bolstered their earnings by selling a portion of their 
income-producing, quality assets. However, by selling some of their better 
assets, these thrifts are left with a greater proportion of non-income 
producing, poor-quality assets that could reduce future earnings, thus 
making those thrifts more vulnerable to failure. 

RTC'S continued resolution progress will have a significant effect on SAIF's 
exposure to insurance losses. Under F-IRREA, RTC was to resolve thrifts 
previously Insured by FSLIC for which a conservator or receiver was 
appointed by August 9,1992, leaving a smaller but healthier industry to be 
insured by SAIF. However, the cleanup of the thrift industry is taking longer 
than originally planned. The Resolution Trust Corporation Refinancing, 
Restructuring, and Improvement Act of 199 1 extended RTC'S resolution 
authority through September 30, 1993, to enable SAIF to assume its 
responsibilities without a backlog of institutions requiring resolution. 

Between August 9,1989, and December 31, 1991, RTC resolved a total of 
584 thrifts. As of December 31,1991, OTS had identified another 190 
thrifts as probable resolution candidates and anticipates that RTC will 
resolve these thrifts by September 30, 1993 - the last date RTC can accept 
thrifts for resolution. Of the 190 thrifts, 91 were in conservatorship as of 
December 3 1, 1991, and thus will remain RTC'S responsibility. The 
remaining 99 thrifts were either unprofitable or had poor earnings. OTS 
also had identified another 70 thrifts, including several large California 
thrifts, as possible candidates for resolution by September 30, 1993. 
However, as of May 11,1992, RTC had not been provided with the 
requested funds necessary to continue thrift resolutions. If RTC is not given a 
sufficient funding to resolve the thrifts requiring resolution for which a 
conservator or receiver is not appointed by the 1993 deadline, these thrifts 
will become SAIF's resolution responsibility. In addition to the 190 probable 
and 70 possible thrift resolution candidates, OTS considers another 260 
thrifts as t,roubled. However, according to OTS, these thrifts are not likely to 
fail within the next 2 years. Therefore, if general economic conditions 
worsen, or interest rates rise and these marginal thrifts actually fail, SAIF 
will have resolution responsibility. 

To monitor the condition of the thrift industry, OTS classifies private sector 
thrifts into four groups based on their ability to meet capital standards, 
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their prospects for future viability, and the results of 
supervisory/regulatory examinations. OTS defines these groups as follows: 

l Group I thrifts are well-capitalized and profitable. 
l Group II thrifts currently meet or are expected to meet capital 

requirements. 
l Group III thrifts are “troubled,” with poor earnings and low capital. OTS 

does not expect that all thrifts in this group will require assistance. 
However, included in this group are the several large California thrifts that 
OTS believes may need assistance within the next year. 

l Group IV thrifts have negative tangible capital and are consistently 
unprofitable. OTS expects that all thrifts in this group will require 
resolution; however, eight of these thrifts’ resolutions are expected to be at 
no cost to the government. 

At December 31, 1991, OTS classified the remaining 2,096 private sector 
thrifts into the above groups as shown in table 1. 

Table 1: OTS Classlflcatlon$ 
Dollars in billions 

Thrifts 
Percent of industry 
Assets held by thrifts 
Percent of industrv’s assets 

OTS groups 
I II Ill IV Total 

983 676 372 65 2,098 
47 32 18 3 100 

$312 $299 $229 $49 $009 
35 34 26 5 100 

At the end of 199 1, OTS reported that Group IV thrifts comprised 3 percent 
of the industry compared with 8 percent at the end of 1990, and that thrifts 
in Group IV held 5 percent of the industry’s assets compared with 13 a 
percent at the end of 1990. In addition, in 1991 there was a small increase 
in the percentage of Group I thrifts, which are thrifts that OTS considers to 
be well-capitalized and profitable. 

SAIF’s Increased Exposure to The financial condition of the banking industry is of increasing importance 
Losses From Bank Failures to SAIF because the number of Oakar banks has more than doubled over the 

past year, increasing SAIF’S exposure to losses incurred from bank failures. 
Since Oakar banks are created primarily through the resolution of thrifts, 
the number of Oakar banks is expected to increase as thrift resolutions 
continue. At the end of 199 1,305 Oakar banks held approximately 
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$61 billion of SAIF-insured deposits, or 8 percent of SAIF’s total insured 
deposits, compared with 138 Oakar banks holding $31 billion of 
SAIF-insured deposits, or 3.7 percent of SAIF’s total insured deposits, at the 
end of 1990. During 1991, in addition to the one Oakar bank that was 
closed, FDIC identified nine Oakar banks with assets of $26 billion and 
estimated SAIF-insured deposits of $3 billion as exhibiting serious financial 
weaknesses and/or potential unsafe and unsound conditions that could 
impair their viability and therefore expose SAIF to insurance losses. 

Adequacy of SAIF’s Funding AS amended, the FDI Act provides SAIF with two primary revenue sources - 
Sources Is Uncertain insurance assessments and Treasury payments - that may be used for 

resolution activity. Through December 1992, SAIF will receive insurance 
assessments only on SAIF-insured deposits held by Oakar banks. After 
December 1992, SAIF will receive all insurance assessments-from thrifts 
and Oakar banks-except for the portion used to pay interest on FE0 
bonds. The FDI Act provides for Treasury payments as a back-up funding 
source to insurance assessments. To the extent that these assessments do 
not total $2 billion a year, section 1 l(a)(6) requires the Treasury to fund 
the difference for each fiscal year from 1993 through 2000. Assuming 
funds are appropriated, SAIF is assured of at least $16 billion in either 
assessment income or Treasury payments during this 8-year period. 
Section 11 (a)(6) also requires the Treasury to make annual payments 
necessary to ensure that SAIF has a specified net worth, ranging from zero 
during fiscal year 1992 to $8.8 billion during fiscal year 2000. The 
cumulative amounts of these net worth payments cannot exceed 
$16 billion. Finally, section 11 (a)(6) provides an authorization for funds to 
be appropriated to the Secretary of the Treasury for purposes of these 
payments. 

Assuming optimistic deposit growth rates of 5 percent a year and no 
change in assessment rates applied against these deposits, SAIF’S 
assessment income is not likely to exceed $2 billion in any year through 
2000. Thus, the maximum amount from insurance assessments and 
Treasury payments that SAIF will receive under the statutory scheme 
through 2000 is not likely to exceed $32 billion. Whether these revenue 
sources will be sufficient to enable SAIF to carry out its responsibilities and 
still achieve its specified net worth goals will depend on resolution 
demands. 

In addition to minimum net worth levels, the FDI Act, as amended by F-IRREA, 
established a designated reserve ratio for SAIF of 1.25 percent of its insured 
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deposits. SAIF is currently well below this designated reserve ratio. As of 
December 3 1, 199 1, SAIF’s reserve ratio was essentially zero, and is not 
expected to improve through 1992 due to the payment of SAIF insurance 
assessments to FICO and FRF. As of December 3 1,199 1, SAIF would have 
needed a fund balance or reserve of approximately $10.5 biliion to have 
met the 1.25 percent designated reserve ratio. To meet this ratio at the end 
of 1992, SAIF will need a lower reserve of approximately $9.5 billion, 
assuming no SAIF insurance losses and continued shrinkage of the industry 
due to RTC resolutions during 1992. 

The FDI Act states that the SAIF assessment rate shah be set by FDIC to 
maintain SAIF’S reserve at its designated reserve ratio or to increase the 
reserve ratio to the designated ratio within a reasonable period of time. The 
FDI Act, as amended by the Federal Deposit Insurance Corporation 
Improvement Act of 199 1 (FDIC Improvement Act), also requires FDIC to 
implement a risk-based premium system by January 1, 1994. Under this 
system, insured institutions considered to pose a greater risk of loss to SAIF 
would be assessed at higher rates than stronger, well-capitalized and 
better-managed institutions. FDIC may implement a transitional risk-based 
premium system prior to January 1, 1994. 

In May 1992, FDIC proposed an assessment rate increase from the current 
rate of 23 cents per $100 of domestic deposits to 28 cents effective 
January 1, 1993. This proposed rate increase is based on FDIC’S analysis of 
the condition of SAIF and its ability to achieve the designated reserve ratio 
over the next 15 years. This assessment rate increase, along with 
assessments imposed under FIX’S risk-based assessment system to be in 
effect by January 1,1994, are designed to ahow SAIF to reach the 
designated reserve ratio within a reasonable period of time.4 FDIC’S analysis 
supporting this rate determination did not consider the Treasury payments 
required by the FDI Act because FDIC is not certain that the Congress would a 
appropriate the funds for these Treasury payments.6 

In addition to the revenue sources mentioned above, FDIC may borrow from 
a number of sources on behalf of SAIF. Under the FDI Act, as amended by the 
FDIC Improvement Act, FDIC’S borrowings are subject to a formula that 
limits its total outstanding obligations. FDIC may borrow up to $30 billion 

41f FDIC adopts a risk-baaed premium structure to become effective at the same time as the proposed 
rate increase, the increased assessment rate would be the target average assessment rate of SAIF 
members, which is also 28 cents per $100 of domestic deposits. 

be Federal Register; p. 21,627; May 21, 1992. 
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from the Treasury to cover losses incurred in resolving institutions insured 
by SAIF or BIF. Such borrowing is to be a liability of the related fund and is 
to be repaid by the respective fund through insurance assessments. 
Because the $30 billion is available for both SAIF and BIF, the amount of 
borrowing authority available for SAIF will largely depend on BIF'S 
borrowing demands. In addition, subject to the limitation on FDIC’S 
outstanding obligations, FDIC may borrow funds for working capital from 
the Federal Financing Bank and, with the concurrence of the Federal 
Housing Finance Board, may borrow from the Federal Home Loan Banks 
on behalf of SAIF. 

Although it appears that the Congress has provided SAIF with funding 
sources that will allow SAIF to meet its obligations, given the uncertainties 
over the actual funds that will be available, SAIF's future viability cannot be 
reliably predicted. 

Charles A. Bowsher 
Comptroller General 
of the United States 

May 11,1992 
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Report on Internal Control Structure 

We have audited the financial statements of the Savings Association 
Insurance Fund (SAIF) as of December 31,199l and 1990, and have issued 
our opinion thereon. This report pertains only to our consideration of the 
Federal Deposit Insurance Corporation’s (FDIC) internal control structure 
as it relates to SAIF for the year ended December 3 1, 199 1. The report on 
our consideration of FDIC’s internal control structure as it relates to SAIF for 
the year ended December 3 1,1990, is presented ln GAO/ND-92-2 1, dated 
January 8,1992. 

We conducted our audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. In planning and performing 
our audit, we considered SAIF’s internal control structure ln order to 
determine what auditing procedures were needed for purposes of 
expressing our opinion on the financial statements and not to provide 
assurance on the internal control structure. 

FIX’S management is responsible for establishing and maintaining an 
internal control structure over SAIF. In fulfilling this responsibility, 
estimates and judgments by management are required to assess the 
expected benefits and related costs of internal control structure policies 
and procedures. The objectives of an internal control structure are to 
provide management with reasonable, but not absolute, assurance that 
assets are safeguarded against loss from unauthorized use or disposition 
and that transactions are executed in accordance with management’s 
authorization and recorded properly to permit the preparation of financial 
statements in accordance with generally accepted accounting principles. 

Because of inherent limitations in any internal control structure, errors or 
irregularities may nevertheless occur and not be detected. Also, projection a 
of any evaluation of the internal control structure to future periods is 
subject to the risk that procedures may become inadequate because of 
changes in conditions or that the effectiveness of the design and operation 
of policies and procedures may deteriorate. 

For purposes of this report, we have classified FDIC’S significant internal 
control structure policies and procedures, including those related to 
compliance with applicable laws and regulations, for SAIF into the following 
categories: 
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l troubled institutions, consisting of policies and procedures for recognizing 
SAIF’s losses and/or liabilities for resolution transactions; 

l revenue, consisting of policies and procedures for SAIF’S insurance 
assessment and entrance and exit fee transactions; 

l treasury, consisting of policies and procedures for SAIF’s cash and 
investment transactions; 

l payroll, consisting of policies and procedures for SAIF’s payroll 
transactions; 

l other expenses, consisting of policies and procedures related to SAIF’s 
travel and procurement transactions; and 

l financial reporting, consisting of policies and procedures related to the 
form, content, and preparation of SAIF’S financial statements. 

For each internal control structure category listed above, we obtained an 
understanding of the design of the relevant policies and procedures and 
assessed the risk that internal controls are not operating as intended. We 
performed tests of control procedures over all categories above except for 
troubled institutions and treasury transactions for which we found it more 
efficient to rely solely on substantive audit tests. For all categories, we 
performed audit tests to substantiate account balances associated with 
each control category. Such tests can also serve to identify weaknesses in 
the internal control structure. 

Reportable Conditions Reportable conditions involve matters coming to our attention relating to 
significant deficiencies in the design or operation of the internal control 
structure that, in our judgment, could adversely affect an organization’s 
ability to record, process, summarize, and report financial data consistent 
with the assertions of management in the financial statements. 

There are basically two levels of reportable conditions- those that are 
considered material weaknesses,e which could affect the fair presentation 
of the financial statements, and those that, while not material, are 
significant matters that merit management’s attention. We identified two 
matters involving FDIC’S internal control structure and operations for SAIF 
which we consider to be material weaknesses under generally accepted 
government auditing standards. Specifically, we identified material 

‘A material weakness is a reportable condition in which the design or operation of one or more of the 
specific internal control structure elements does not reduce to a relatively low level the risk that errors 
or irregularities in amounts that would be material in relation to the financial statements being audited 
may occur and not be detected within a timely period by employees in the normal course of performing 
their assigned functions. 
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WE!&IN?SSeS (1) in FDIC’s process for estimating SAIF’s potential inSUra,UCe 

losses and (2) in FDIC’s time and attendance practices. However, through 
the performance of substantive testing and alternate auditing procedures, 
we were able to obtain reasonable assurance that the material financial 
statement balances affected by the above weaknesses were fairly stated as 
of December 31,1991, and for the year then ended. 

Weaknesses in FIX’s 
Process for Estimating 
SAIF’s Potential Insurance 
Losses 

FDIC does not have an adequate process for estimating SAIF’S potential 
insurance losses. As a result, FDIC may not accurately estimate SAIF’S 
potential losses to be incurred from the failure of Oakar banks.’ 

FDIC has a methodology for evaluating institutions that are potential 
resolution candidates and estimating their potential resolution cost; 
however, this methodology was developed for institutions insured by the 
Bank Insurance F’und. Specifically, FDIC performs an in-depth review of 
potential resolution candidates with assets over $100 million in order to 
determine their potential resolution cost. To determine the potential cost 
of resolution candidates with assets under $100 million, which FDIC refers 
to as “small banks,” FDIC applies an historical loss percentage based on 
experience with small bank resolutions. While this methodology is 
reasonable for estimating potential insurance losses material to the Bank 
Insurance Fund, it is not precise enough to identify potential losses that 
may be material to SAIF, which is currently a much smaller entity. As of 
December 31,1991, there were 73 Oakar banks with assets under 
$100 million. The failure of any one of these banks could materially affect 
SAIF’s fmancial position. In contrast, the failure of a small Oakar bank 
would not materially affect the Bank Insurance Fund’s financial position. 

Internal Controls Over Although FDIC has policies and procedures governing its time and 
papon ~~s~io~ Need To attendance reporting process, FDIC is not consistently following these l 

Be Enforced policies and procedures. Since FDIC'S time and attendance reporting is the 
principal means for allocating its payroll expenses for each of the three 
funds it administers, control procedures over FDIC’S time and attendance 

7Pursuant to section 5(d)(3) of the Federal Deposit Insurance Act, banks can acquire deposits of thrift 
institutions without changing insqrance coverage for these acquired deposits. Accordingly, acquired 
thrift deposits continue to be instired by SAIF. Resolution costa associated with the failure of a bank 
holding both Bank Insurance Fund (BIF)-insured and SNF-insured deposits are allocated between BIF 
and SAIF based on the amounts of the respective insured deposits. Banks holding both BIF- and 
WAIF-insured deposits are referred to as ‘Oakar banks.” 

Page 16 GAOIAFMD-92-72 Savings Assoctation Insurance Fund 



BsportonIntemalcontrol8tructllru, 

reporting are particularly important in assuring that SAIF is recognizing the 
proper amount of payroll expense. 

FDIC is responsible for administering and separately accounting for SAIF, 
the Bank Insurance F’und, and the FSLIC Resolution Fund. FDIC allocates 
certain overhead expenses, including payroll expenses, among these three 
funds based on the percentage of time employees report having worked on 
a particular fund. FDIC employees are responsible for determining and 
documenting on their time cards the hours worked on each fund. 
Therefore, time cards are the primary source for determining which fund 
should be charged for the related payroll expense. 

SAIF'S payroll expenses accounted for 46 percent of its total expenses 
during 199 1. As part of our testing of SAIF's payroll expenses, we randomly 
selected 60 time cards from the total submitted by FDIC employees during 
the fust 9 months of 1991 and examined them for proper signatures and 
agreement with various payroll reports. We also reviewed the time cards 
and related payroll reports for conformance with FDIC'S Time and 
Attendance Reporting Directive. 

Our review disclosed significant weaknesses over FDIC'S time and 
attendance reporting process. For example, we found 

l 12 (20 percent) instances in which time cards and 30 (SO percent) 
instances in which payroll reports were missing required supervisor and/or 
timekeeper signatures; 

l 9 (16 percent) instances in which timekeepers made changes to time card 
data without required approval from the employee or the employee’s 
supervisor; 

l 17 (28 percent) instances in which payroll reports were not reconciled to 
the time card as required in order to verify that the data on the time card 4 
was properly input into the payroll system; and 

l 29 (48 percent) instances in which employees were not provided a copy of 
their processed time card data as required, which would allow them to 
review the accuracy of their attendance data that was input into the payroll 
system. 
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Ileport on lnwlllal ckmtrol struehlre 

Conclusion Through the performance of substantive testing and alternate auditing 
procedures, we were able to obtain reasonable assurance that the material 
financial statement balances affected by the loss estimation and payroll 
weaknesses were fairly stated as of December 3 1,199 1, and for the year 
then ended. However, the existence of these conditions greatly increases 
the risk that related balances may become materially misstated in the 
future if these problems are not corrected. 

Recommendations We recommend that the Chairman, FDIC, direct the Director, Division of 
Accounting and Corporate Services, to 

l develop and implement procedures for performing an in-depth analysis of 
small Oakar banks, simiiar to the analysis of large Oakar banks, to ensure 
that FDIC accurately estimates potential insurance losses for SAIF. 

We also recommend that the Chairman direct FDIC’S division and office 
heads to 

l enforce the policies and procedures documented in FDIC’S Tune and 
Attendance Reporting Directive to ensure that employees’ time charges are 
valid and that payroll expenses are charged to the correct fund. 

Other Opportunities 
for Improvement 

During the course of our audit, we identified a number of other weaknesses 
regarding SAIF’S internal control structure. Although we did not consider 
these weaknesses to be material to SAIF’s 1991 financial statements, they 
nonetheless merit corrective action to strengthen FDIC’S internal controls 
over SAIF transactions. Consequently, we have communicated these 
weaknesses separately to the appropriate FDIC officials. 

Agency V iews While we did not request written comments on this report, we did 
communicate these weaknesses to responsible FDIC officials. W ith regard 
to FIX’s WeakneSSeS over its process for estimating SAIF’s insurance 
losses, FDIC officials acknowledged the shortfalls in the current 
methodology for estimating SAIF’s insurance losses and told us FDIC would 
develop procedures for analyzing small Oakar banks identified as potential 
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resolution candidates in its 1992 review of SAIF’s estimated losses. Also, 
FDIC acknowledges the need for strong internal controls over its time and 
attendance reporting and is planning corrective action. We will follow up 
on actions that FDIC takes concerning these internal control weaknesses 
during our planned 1992 financial statement audit. 
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Report on Compliance With Laws and 
Regulations 

We have audited the financial statements of the Savings Association 
Insurance Fund (SAIF) for the years ended December 3 1,199 1, and 
December 3 1,1990, and have issued our opinion thereon. This report 
pertains only to our review of the Federal Deposit Insurance Corporation’s 
(FDIC) compliance with laws and regulations as they relate to SAIF for the 
year ended December 3 1,199 1. The report on our review of FDIC’S 
compliance with laws and regulations as they relate to SAIF for the year 
ended December 3 1, 1990, is presented in GAO/AFMD-92-2 1, dated 
Jawu~ 8,lx-m 

We conducted our audit in accordance with generally accepted government 
auditing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. 

FDIC’S management is responsible for compliance with laws and regulations 
applicable to SAIF. As part of obtaining reasonable assurance as to whether 
the financial statements were free of material misstatement, we selected 
and tested transactions and records to determine FDIC’S compliance with 
relevant provisions of the Federal Deposit Insurance Act, as amended 
(12 U.S.C. 1811 et seq.), which, lf not complied with, could have a material 
effect on SAIF’s financial statements. These provisions are contained in 
sections 1816, 1817, and 1821 through 1826 of title 12, United States 
Code. However, it should be noted that our objective was not to provide an 
opinion on overall compliance with such provisions, Accordingly, we do 
not express such an opinion. Also, because of the limited purpose for 
which our tests of compliance were made, the laws and regulations tested 
did not cover all legal requirements with which FDIC has to comply. 

The results of our tests indicate that with respect to the items tested, FDIC 
complied, in all material respects, with those provisions of laws and A 
regulations referred to above. With respect to transactions not tested, 
nothing came to our attention that caused us to believe that FDIC had not 
complied, in all material respects, with those provisions. 
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Financial Statements 

Stetemente of Flnanclal Poeltlon 

(dollare in ‘thouundr) 

Decrmbrr 31 

1991 1000 

Carh and C&I equivaientr, lncludlng restrlcted amounts 
of $66.119 for 1001 and $12,264 for IWO (Note 3) 

Entrance and exit fee8 remlvable. net (Note 4) 

Due from the FSUC ReeoMon Fund (Note 11) 

Other amet8 

Ltabllltlr and the Fund Bakncr 

Accounts payable, accrued and other liabllitlea 

Due to the Sank lnwrance Fund (Note 6) 

Total Llabltitlee 

SAIF-member exit feee and Investment proceeds 
held In reeetve (Note 4) 

Fund Balance 

$ 56,681 s 16,635 

91,015 49,384 

lowxl 17.010 

745 a& 

265,002 53,555 

The accompanying notes are an Integral part ol these flnanciel statements. 

3.428 4,100 

Q- 

24,151 4,100 

146,893 62,454 

e7.15& 17.001 

S 255,002 $ 53,555 
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Flnanchl SWmtentu 

Statement8 of Income and the Fund Balance 

(dollare In t~ouaanda) 

For the Year Ended 
Docember 31 

Revonuo 

Assessments earned (Note 11) 

Entrance fee revenue (Note 4) 

Interest Income 

Expenses and Losses 

Admlnistrnthre expenses 
Provlsion for losses (Note 5) 
Interest expense (Note 5) 

Net lncomr (Looa) More Fundirq Tranrfr 

Funding Transfer from the FSLIC Resolution Fund (Note 1) 

Net Income 

Fund Bolancr - Boginnlng 

Fund Balance - Ending 

1991 

The accompanying notes are an integral part of these financial statements, 

8 87,984 

0 

2.w 

90,880 

42,882 
20,114 

xiz 

27,796 

42.382 

70,157 

17.001 

S 87,188 

1990 

s lw99 

-O- 

-o- 

18,999 

56.088 

:: 
segae 

(39.089) 

16,999 

2 

$ 17,001 
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Financial Statement6 

‘Stat8ment8 Of Ca8h Flow8 

(dollsrs In thousanda) 

For thr Yosr Endsd 
Docomber 31 

1991 1990 

Cssh Flows From Opsfatlng Actlvltlrs 

Cesh inflows from: 
Mmlnlstmtlve expenses funded by the FSLIC 

Resolution Fund (Note 1) 
Entnnce and exit fee collections (Note 4) 
Interest on U.S. Treasury obligations 

9 40,650 9 56,088 
40,888 12,961 

2,207 5 

Cash outflows for: 
Trensillon assessment payment transferred to the FSUC 

Resdutlon Fund (Note 6) 
Admlnletrattve expenses (Note 1) 

Nst Cssh Provkfsd By Operating Actlvftles (Note 10) 40.148 18,636 

Cssh sntf Cash Equlvslsnts - Beginning 18x63& 4 

Cash l nff Cssh Equlvslonts - EndIng S  68,881 S  18,631 

The accompanying notes are an integral part of these financial statements. 

0 
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Financial Statements 

Note8 to the Flnanclal Statemente 

DECEMBER 31,199t snd 1999 

1. Lsgldetlve HIstory snd Reform 

The Fkwncbl Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRMA) Was enacted to reform, 
recapitailzo and conrdidate the federal deposit insurance system. FIRREA dsrlgnated tho Federal Deposit 
Insunnce Corporatktn (FDIC) as administrator of the Bank Insurance Fund (BIF), which Insures the doposfts 
of all BIF-member l~itutkms (normally commercial hanks), and the Savlngs A88oclatlon Insumnce Fund 
(SAIF), whkh Insures the doposlts of all SAiF.member institutions (normally thrifts). Both inaumnce fund8 
are malntai~ separately to carry out their respectfve mandate8 The FDIC also admlnisters tho FSUC 
Resoiution Fund (FRF) whkh la responsible for wlndlng up the affair8 of the former Federal Savings and 
Loan Insurance Corpomtlon (FSLIC). 

FIRRU creatsd the Resdution Trust Corporation (RX), which manages and resolves all thrifts prevlousiy 
Insured by the FSUC for whkh a conservator or receiver Is appolnted durlng the perkxf January I. 19S9 
through Augurt 91992. The Resolution Trust Corporation Refinancing, Reetructurlng and Improvement Act 
of 1991 (1991 RTC Act) extended the RTC’s general resolution authority through September 30.1993, and 
beyond that date for those Institutions previously placed under RTC control. 

The Rear&bon Funding Corporation (REFCORP) was establlshed by FIRREA to provide funds to the RX 
for use in the thrift Industry ballout. The Flnanclng Corporation (FICO), satabllshed under the Compettive 
Equality Banking Act of 19S7, Is a mixed-ownership government corporation whose sole purpose was to 
function as a financing vehicle for the FSUC. However. effective December 12, 1991, as provkfed by the 
Resclutlon Trust Corporation Thrift Depositor Protection Reform Act of 1991, the FICO’8 authority to l8sue 
obilgatlons as o means of financing for the FRF was terminated. 

The Cmnibu8 Budget Reconclifalfon Act of 1980 removed caps on a88essment rate lnCreatie8 and allowed 
for sembnnual rate increases. In addltlon. this Act permitted the FDIC, on behalf of the BIF and SAIF. to 
b0rro.v from the Federal Financing Bank (FFB) on tens and conditions determlned by tho FFB. 

The Federal Doposlt Insurance Corporation Improvement Act of 1991 (1991 Act) was enacted to further 
strengthen the FDIC. The FDIc’s authority to borrow from the US. Treasury was increased from 95 billion 
to $3tl bllibn. However, the FDIC cannot incur any addltional obllgatlon for the BIF or the SAlF E the 
amount of obligatk8ns In the respective Fund would exceed the sum of: 1) its cash and cash equivalents: 
2) the amount equal to 90 percent of the fair-market value of its other assets; and 3) ita portlon of the total 
smount authorbed to be borrowed from the U.S. Treasury (excluding FFB borrowIn( 

As rqulred by ths 1991 Act, U.S. Treasury borrowings are to be repaid from assessment revenues. The 
FDIC must pro&lo the U.S. Treasury a repayment schedule demonstrating that future assessment revenues 
aro adequate to repay prlnclpal borrowed end pay interest duo. In addklon, the FOIC now has authority to 
increa8e aswssment rates more frequently than semiannually and impose emergency special asse88ments 
a8 nec@8aty to ensure that fund8 are avallable for these payments. 
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FLnancM Statementr 

Op~ltiona of the WF. The primary purpose ol the SAlF Is to insure the deposits and to prctect th8 
depositors of lnaured awInga aaeoolatkns. In thla oepaclty. the SAIF currently haa fl~n~lal re8ponalMlty 
for: 1) ell federally lnwred dapwltory Inetitutkna thet beceme members of the SAIF after AugW 8, 1889, 
for whkh RTC doea hot heve readutkn authority; and 2) all depoak lnaured by the SAlF whkh are held 
by BIF-mamber knka (ao called ‘Oakaf banks, created pumuant to the ‘Oakar amendment’ provkkna 
found In Section S(d)(3) of the FDI Act). After September 30,199& SAIF will assume flnanclal reaponalbBty 
for all SAIF-member depository InstItutiona which had not prevloudy been placed under the RX’s control. 

The ‘Cakar amandmant’ provlalons referred to above allow. with approval of the appropriate federal 
regulatory authority, any Insured depository Institution to merge, consolidate, or transfer the assets and 
lbbW8 of an acquired instltutlon(8) wlthout changing Insurance coverage for the acquired deposits. Such 
acquired deposlta contlnus to bs either SAIF-Insured deposlta and assessed at the SAlF assessment rate 
W  BIF-Insured deposits and assesssd at the BIF assessment rate. In addtlon, any losses msultlng from the 
failure of these lnstltutfons are to be allocated between the BIF and SAIF based on the respsctlve dollar 
amount8 of the Instkution’s BIF-Insured and SAIF-Insured deposlta. 

The SAIF Is funded from the followlng sources: 1) Reimbursement by the FRF of admlnlstmtfve and 
aupervlsory expenses Incurred betwesn August 9, t9B9 and September 29.1992. These expenses have 
prlorky ovsr other obflgatlons of the FRF and fundlng la provkfed as expenses are recognized by the SAlF; 
2) SAIF member aawsmenta from “Oakaf banks: 3) SAlF assessments that are not requlrsd for the FICO, 
the REFCORP. or the FRF; 4) U.S. Treasury payments for the amount, If any, needed to supplement 
assessment revenue to reach a S2 bllkon level for each of the fiscal yearn 1893 through 2ooo; 6) U.S. 
Treasury psyments for any addltlonal amounts that may be necesssry to ensure that the SAlF has a 
statutory spscified mln lmum net worth for each of the fiscal yearn 1992 through 2990; 6) dlscretlwury 
payments by the RTC: 7) Federal Home Loan Bank borrcrwlngs; and 8) U.S. Treasury and FFB borrowings. 

2. Summary of Slgnlflcrrtt Accounting Pollclea 

Awessmeflf Revenue Recognlflwr. FIRREA directed that the FICO, the REFCORP and the FRF have pdorlty 
over the SAlF for recelvlng and utlllzlng SAIF-member assessments to ensure avallabllity of fUItd8 for apeclfk 
opemtlonsl acth4ties. Accordingly, the SAIF rec~nlzes as assessment revenue only that portion of SAIF- 
member aawwmant8 not required by the FICO, the REFCORP or the FRF. Assessments on SAIF-insured 
deposlts by ‘Oakat banks are rstalned In the SAIF and, thus, are not subject to draws by ths ACO. the 
REFCORP or ths FRF (see Note t 1). 

Llf/gaf/on Losses. The SAIF Includes In current period expenses the change In the estknated loss from 
Iitlgation against the SAIF. The FDIC Legal Dlvlalon recommends these estimated losses on a oase-by=casa 
basis. As of December 31, 1991 and 1999, no lltlgatlon was pencllng agslnst the SAIF. 

Cosf ANocaffons Among Funds. Operating expenses (Including personnel, admlnlstmtive and other Indlmct 
expenses) not directly charged to each Fund under the FDIc’s management are allocated on the baa18 of 
the relatfve dsgree to which the expenses were incurred by the Funds. 

The cost ol furniture, fixtures and squlpment purchased by the FDIC on behalf of the three Funds under lta 
sdmlnlstration Is allocated among these Funds on a pro rata basis. The SAIF expenaea its ahere ot these 
allocated coats at the time of acqulsttlon because capttallzing these expsndltures would not be cost- 
benefkU to the SAIF. 

Related Parr/es. The nsture of related parties and descrlptlons of rslated psrty tmnssctlons are dlsciossd 
throughout the flnanclal statements and footnotes. 

Restatement. A restatement was made to the 1990 flnancisl statements regarding assessments paid on SAIF 
deposits by ‘Oaka? banks (see Note 11). 

Reclfrsslflcerlons. Reclassificstlons have been made In the 1990 Flnsncial Statements to conform to the 
prewntatlon used In 1991. 

A 
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Fhncirl Statemenk 

3. Cmh and Cmh Equhmlrnta 

The SAlF conalders cash equfvalents to be short-term. highly liquid lnveatmenta with orlglnal maturitlea of 
thrw months or leas. Cash and cash equhralents as of December 31 con&ted of the following (in 
thousends of ddkm): 

1991 1099 

cash 3 491 5 6,241 
Cash equivalents IO.294 

s 55,Sttl $ lttJi36 

SAlF exit feaa collected plus Interest (SW Note 4) comprise aubatanthlly all of the cash end cash equivalent 
balances and may only be used to meet SAP8 potenttal obllgatlon to the FICO. 

4. Enmnco and Exlf Foot 

The SAIF wfll racelve entmnce and exit fees for convemlon tmnwctlona In which an Insured depoeltory 
lnstltutlon converts from the SIF to the SAIF (rwultlng In an entrance fee) or from the SAIF to the BIF 
(rwultlng In an exft fw). lnterlm regulations approved by the FDIC Board of Dlrectom and publlshed In the 
Faderal Reglater on March 21,1999, dlrectad that exit fees pald to SAIF be held In a rewove account until 
the FDIC and the Secretary of the Treasury determIne that ll la no longer necewary to reserve such funds 
for the payment of lnterwt on obllgatlons prevlously lwuad by the FICO. It la the FDIC’s policy to Invest 
axlt fee collectlona In ovemlght Treasury wcurltles and hold the proceeds In reserve pendlng determlnatlon 
of ownership. 

The SAIF records entrance fees as revenue after the BIF-to-SAIF convemlon tmnwctlon Is consummated. 
However, due to the requirement that SAIF exit fees be held In a reaerve account, thereby restricting the 

SAIF’a uw of such proceeds, the SAIF does not racognlze exit fees. nor any Interest earned. as revenue. 
Instead, the SAIF recognlzw the consummation of a SAIF-to-BIF converslon tmnwction by eatablbhlng a 
rawlvnble from the Inatltutlon and an ldentlcal rewtve account to racognlze the potentbl payment to the 
FICO. Aa exit fw procwda are received, the racehnble la reduced while the reserve remalns pendlng the 
determlnatlon of funding requirements for Intereat payments on the FICO’a obllgatlons. 

Wlthln specffled piammeters, the lntenm ragulatlons allow an acqulrlng lnstitutlon to pay its entrance/ax5 fees 
due, Intereat frw, In equal annual lnatallmants over a perlod of not more than ffve yearn. When an lnstltutlon 
afecta such a pyment plan, the SAIF records the entrance or exit fee recehable at Its present value. The 
uiscount mtw (current value of funds) for 1991 and tss0 was 5% and 9%. respectively. 

Entmnce and Exll Fwa Racetvable a8 of December 31 consisted of the following (In thouwnds of dollars): 

Entmnce Fees Receivable 
Entrance Fees Collected 
Exll Fees Racelvable 
Exit Fws Collected 
Unamottlwd Dlacount 

1991 1990 

2 s 
(ii, G, 

159,510 71,525 
(53,358) ww1) 

3 49,354 

A 
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Financlsl Statementa 

6. Due to tha Bank Ineumnce Fund 

On SefHember 19,19Ql. Southwat Bank, N.A., Mlaml. Florkta which held deposita Insured by BIF and SAIF 
pumuant to the l Oakar amendment’ provlskns (as explalnad In Note l), was closed by lta chartering 
authorfly. The BIF, whkh provided the funds and admlnlatera the madutlon of Southeast Bank, N. A., has 
eatlmated the 1~ for the failure of Southeast Bank, N.A, and Its affiliate Southwat Bank of Weat Florkfa, 
Penwcok~, at $176 mUllon, of whkh SAlF hea reepon&Ulty for 521 mlll lon (Its allocated share of the loss 
Incurred). Accordldy, the SAIF has wtabllahed a payable to the BIF for Its e&mated tranwctlon coat. 
In addl6on. Intereat will accrue on the SAIF’s obllgatlon bawd on the quatterly FFB botmwlng mte. During 
1991 this mte ranged batween 4.7% end 5.9%. 

0. Aawwmonta 

Assessment Rate. The rate set for 1991 la 0.23 percent (23 centS per $lCG of domestic deposits). Baaed 
on the present and projected status of the SAIF, and antlclpatad expenses and revenue for the next year. 
the ratio ol the depoalt Insurance fund to Insured depoalte Is not expected to exceed the current deslgnatad 
reaetve mtlo of 1.25 percent. 

Translrlon Assewmenr. In September 1969, the FDIC allowed for a one-tlme tranaitlon aawaament against 
SAIF membem. A  portlon of this apaclal aawasment was clalmad by the FICO for debt wrvlclng needs and 
the remalnlng amount was allocated to the FRF. The S120,OOO In Interest remalnlng to be transferred to the 
FRF as ol December 31,1969, was paid In 1990. 

Secondary Reaerw Oflser. The FDI Act authorlzes Insured wvlnga associations to offset against any 
aawaament premluma their pro rata share of amounts that were previously part of the FSUc’s ‘Secondary 
Reserve’. The aecondaty reserve represented premium prepayments that Insured savings lnatitutlons were 
required by law to depoatt with the FSLIC during the period IQ61 through 1073 to qulckiy Increase FSLlc’s 
Insurance rewrvw to absorb losses If the regular assessments were InsuffIcIent. The allowable offset Is 
llmltad to a m & m u m  of 20 percent of an lnatitutlon’a remelnlng pro rata share for any calendar year 
beginning before 1883. After calendar year 1992, there Is no limitation on the remalnlng offset amount. 

The Secondary Reserve offset serves to reduce the gross SAIF-member assessments due (excluding 
asawaments from ‘Oakar banks), thereby reducing the aswsament premlums available to the FICO, the 
REFCORP, the FRF and the SAIF. The rrmalnlng Secondary Resewe balance was S207,761,164 and 
$359,121.134 at year end 1991 and 1960. respactlvely. 

199 1 and lQQ0 assessmenrs against SAIF members and ‘OakaT banks were as foNows (in thousands of 
do//em): 

1991 IQ00 

SAIF asaewmenta collected from SAIF members 
(net of Secondary Reserve offset and other 
ad)uatments/cradlta of 572,992 and $101,152 
In 1991 and 1990) 

SAIF aawssmenta earned from ‘Oakaf bsnks 

Total assessment wrned from SAIF 
members and “Oakar” banks 

Law: FICO wwwment 
REFCORP assessment 

Funds recognized by the FRF 

Funds owed to the SAIF 

S  1,705,227 s 1,611,443 

87.961 18.999 

1863,191 1,628.442 

(756,700) (738,200) 
Q- (1,061,495) 

(1.038.527) (11.746) 

67,964 16,999 
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Pimncial Statement4 

7. POMIOII BeWfte, Savfngo Pfenr end Accrued Annual Luve 

EtbgJble FDIC empbyew (Le., all permanent and tempomry employeea wkh an appolntmem exceeding one 
year) am oovuad by elthar the ClvW Servke Retirement System (CSRS) or the Federal Employee Retirement 
Syatm (FERS). The CSRS ir a d&ad benefit plan Integrated with the eoclal eecurlty system In certain 
caeu. Pfan knAu am determIned on the baaI8 of yean of creditable eervlce and compensation levels. 
The CSRScavrrrd employee6 can aleo partlclpate In’s federally sponsored taxdeferred savings plan 
nnlrblr to provide addltlonal retirement benefits The FERS lo a three part plan conslstlng of a basic 
drlhd bench pkn wtkh provldee beneflte bared on yean d creditable sewlce and compeneatlon levels, 
wclel esuffty beneflte and a taxdeferred aavfngr plan. Further, automatic and mafchlng employer 
contrbutbna am provkled up to speclfled amount8 under the FERS. Ellglble employees may paltlclpate 
In an FDIC epon~W taxdeferred 8eMngo plan wkh matching comrlbutlons. The SAIF pays the employer’s 
portbndtherebtedooatA 

The SAlF’r akcated ehare of penslon be&Its and savings plans expenses as of December 31, 1991 and 
loo0 conebted d the followlng (In thousands of dollars): 

1991 1990 

CM Sewke Retlnmem System s 771 s 640 
Federal Employee Retirement System (Basic Benefits) 1,303 1,187 
FDIC Savlnga Plan 754 735 
Federal Thrift f3avlngs Plan 

cg% &ii 

The IbbUlty to employees for accrued annual leave Is approximately $1,305.000 and $1.610.000 at December 
31,lWl and 1880, respectively. 

Atthough the SAIF comrlbutes a portlon of pension be&Its for ellglble employees, ii does not account for 
the aeeete Of rlther retirement system, nor doer It have actuarlnl data with respect to accumulated plan 
benMite or the unfunded lbblllty relative to ellglble employeea. These amounts are repotted and accounted 
for by the U.B. Cfflce of Pemonnel Management. 

A 
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8. FDIC tfwlth, Demal and Ufe lnrumncr Plans for Retlroea 

The FDIC provkfr urtaln he&h, dental and life lnrumnce coverage for its ellglble retirees. Ellglble retirees 
are lhoee who have elected the FDIC’r health and/or life Insurance program and are entllled to an 
immediate annuity. The health Insumnce coverage Is a comprehendve fee-for-wee program underwritten 
by Blue Croes/Slue Shield of the National Capital Area, wfth hospltai coverage and a major medkdl wrap 
around; the dental care is underwritten by Connectlcul General lnsumnce Company. The FDIC makes the 
same contrfbutbnr for retlreer a8 those for active employees. The FDIC benefll programs are fully Insured. 
Effecthre January 1, 1991, the fundlng mechanism was changed lo a ‘mlnimum premium fundlng 
armngement’. Fixed costs and expenses for claims are paid as incurred. Premlumo are deporlted for 
claims incurred but not reported. The premiums are held by the FDIC. 

The life Insurance program is underwrtlten by Metropolitan Life lnaumnce Company. The program provkfes 
for barlc covemge al no cost and allowa converting optlonel covemges lo direct-pay plans with Metropolitan 
Life. The FDIC does not make any contributlons towards annultantr’ barlc life lnsumnce coverage; thlr 
charge is built into mter for acllve employees. 

The SAW allocated share of retiree benefits provided as of December 31 are as follows (In thousands of 
dollars): 

1091 1000 

Health premlume paid S 27 s 41 
Dental premiums paid 1 4 

The Flnencial Accoumlng Standards Board has issued Statement of Flnanclal Accounting Standard No. 106, 
(Employers’ Accoumlng for Postretirement Benefits Other Than Penslone), which the FDIC la required to 
adopt by 1993. The standard requires companies to recognize postretirement benefits during the years 
employees are worklng and earning beneflta for retirement. Resulting estimated expenses will be allocated 
lo the SAIF based on the reialhre degree lo which expenses were Incurred. Although the Impact of the 
FDIC’e adoptlon of the standard cannot reasonably be estimated at this lime, the standard may Increase 
repotted admlnlstm~~e costs and expenses of the SAIF. 

9. CommItmenta 

The SAIF Is currently sharing in the FDIC’a lease of offlce space. The SAIF’s lease commitmeme for office 
space total St ,976,OOO for future years. The agreements contain escalation clauses resulting in adjustments, 
usually on an annuel basis. The SAIF’e recognized leased space expense of approxlmstely $1,669,325 and 
$3383.000 for the years ended December 31. 1991 and 1990. respectively. 

The SAW allocated share of leased space fees for future years, which are commnted per contractual 
agreement, are as follows (In thousands of ddlars): 

-.I222 l223 m l2.95 ml.6 

$664 $552 s 391 $208 $141 

A 
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Financial Statement6 

10. Supptamentaty lntornutlon Rebtlng to the StatemenU of Cash Flow4 

ReconcYbtbn d net Income lo net cash provided by opemtlng actlvitles for the year ended December 31, 
199t and lee0 (ln thousands of dollars): 

Net Income 

1001 1090 

$ 70,157 s 16sw 

Ad@unentr to reconcile net Income to 
net cash provkfed by operating acth4ties: 

Increase In due from the FSUC Resolutlon Fund 
Increase in entrance and exit fees receivable 
Decrease (Increase) in other assets 
increase (decrease) In accounts payable, accrued 
and other ltabitttles 

Increase In due to the Bank Insurance Fund 
Increase In exk fees and lnveslmem proceeds held In reserve 

(92,551) 
(41,630) 

yy$ 

(119) 1:527 

(673) 1.947 
20,723 
34,239. -&ii 

Not c8mh provided by opmtlng l ctlvltle8 s 40,146 $ 16,635 

11. Subnquent Event 

On March 27, 1992. the FDIc’s Legai Division rendered the oplnlon that, under FIRREA, assessments paM 
on SAIF-Insured depostte by ‘Oakar banks must be retaIned In the SAIF, and, thus, are not subject lo draws 
by the FICC, the REFCORP or the FRF. As FIRREA became effective In August 1999, the financial 
statements for 1999 have been restated. FRF received the assessments pald on SAIF-Insured deposits In 
1999 and 199t, therefore the effect of thls restatement ws lo estabtlsh a receivable from FRF and to 
recognize a-awwwnt revenue of $17 mill ion In 19% Addklonally, In 1991, the receivable from FRF was 
increased by $91 mit lkm, assessment revenue of $99 mlll lon and interest revenue of $3 miil lon were 
recognized. In April 1992 SAIF recehrsd $199 mlll lon from the FRF, for the 1991 principal and Interest 
reoelvables. 
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