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Treasurer's Report

Second Quarter FY 2003 Pooled Cash Investment Returns

For the quarter ended December 31, 2002, investment of the University’s pooled cash resulted in an overall return of 1.72% (for the quarter).  The largest component of the pooled cash investment strategy, Intermediate Fixed Income returned 1.53% for the quarter.  The short cash investments returned 0.33% and the equity component recovered some lost ground returning 5.04% for the quarter.  Fiscal year-to-date, the overall portfolio has returned a total of 2.17%, with Intermediate Fixed at 5.84%, short cash at 0.72%, and equities at –12.86%.

Second Quarter FY 2003 Endowment Investment Returns

Investment of the university’s endowment funds is managed by the Commonfund through two investment vehicles, the Multi-Strategy Equity Fund and the Core Bond Fund.  The equity fund returned 5.3% for the quarter ended December 31, 2002 and the bond fund returned 1.7% for the quarter. The overall return for the quarter was 3.7%.    Fiscal year-to-date, the total return has been –5.3%, with equities at –11.2% and bonds at 4.8%.  The strategic allocation among the two funds at the quarter-end was 66% equities and 34% bonds.  Rebalancing is being undertaken to achieve a 70% equities, 30% bonds strategic allocation.  This activity began in November 2002 and should be completed by the end of January 2003. 

Non-General Fund Monitoring Process

Continuing the university’s efforts to improve financial monitoring and control practices, a non-general fund monitoring process has been implemented effective January 2003 to complement the general fund monitoring practices that were initiated last year.  The new process monitors fund and cash balances on a monthly basis.  Also a part of the process is a quarterly financial performance review for major auxiliary enterprises.

Year to Date General Fund Budget Performance

The attached spreadsheet reports on budget-to-actual expenditures and commitments for FY 2003 through December 31, 2002.  Overall, 49.5% of the total General Fund budget was expended or encumbered through the first half of the year.  This compares favorably to last year, when 51.5% was expended or encumbered by the end of the second quarter.

Debt Management

The University, in partnership with its debt advisors, Lehman Bros., continues to monitor outstanding debt to determine whether there are opportunities to achieve savings through refinancing or restructuring.   Bond refinancing does not offer sufficient payback at the present time to warrant consideration.  In a separate effort, however, a proposal is included later on your agenda to refinance a capital lease and extend financing to the new e-mail system purchase that will result in significant savings to the University. 
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Improved Access to Financial Practices Information

The university has completed a year-long project to document its financial practices and to make that information available to administrative staff on-line.  A total of over one hundred practices have been documented and included in this effort.  In addition, OU financial statements for the past several years will become available on-line shortly.  Creditors, credit rating agencies, bond holders and others will be able to access this information immediately on the Web after the Board accepts the financial statements each year without the time, effort and cost required to mail out paper versions.
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