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OKLAHOMA STATE UNIVERSITY

Management’s Discussion and Analysis

Overview of the Financial Statements and Financial Analysis

The Oklahoma State University is proud to present its financial statements for fiscal year 2001,

with fiscal year 2000 prior year data presented for comparative purposes.  The emphasis of

discussions about these statements will be on current year data.  There are three financial

statements presented: the Statement of Net Assets; the Statement of Revenues, Expenses, and

Changes in Net Assets; and, the Statement of Cash Flows.

This discussion and analysis of the University’s financial statements provides an overview of its

financial activities for the year.

Statement of Net Assets

The Statement of Net Assets presents the assets, liabilities, and net assets of the University as of

the end of the fiscal year.  The Statement of Net Assets is a point of time financial statement.

The purpose of the Statement of Net Assets is to present to the readers of the financial statements

a fiscal snapshot of the Oklahoma State University.  The Statement of Net Assets presents end-

of-year data concerning Assets (current and noncurrent), Liabilities (current and noncurrent), and

Net Assets (Assets minus Liabilities).  The difference between current and noncurrent assets will

be discussed in the footnotes to the financial statements.

From the data presented, readers of the Statement of Net Assets are able to determine the assets

available to continue the operations of the institution.  They are also able to determine how much

the institution owes vendors, investors and lending institutions.  Finally, the Statement of Net
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Assets provides a picture of the net assets (assets minus liabilities) and their availability for

expenditure by the institution.

Net assets are divided into three major categories.  The first category, invested in capital assets,

net of debt, provides the institution’s equity in property, plant and equipment owned by the

institution.  The next asset category is restricted net assets, which is divided into two categories,

nonexpendable and expendable.  The corpus of nonexpendable restricted resources is only

available for investment purposes.  Expendable restricted net assets are available for expenditure

by the institution but must be spent for purposes as determined by donors and/or external entities

that have placed time or purpose restrictions on the use of the assets. The final category is

unrestricted net assets.  Unrestricted assets are available to the institution for any lawful purpose

of the institution.

Statem ent of Net Assets (thousands of dollars)

2001 2000

Assets:
    Current assets 134,296$   133,674$   
    Capital assets, net 431,733     407,635     

    Other assets 48,197       53,675       

Total Assets 614,226     594,984     

Liabilities
    Current Liabilities 40,231       39,797       

    N oncurrent Liabilities 128,684     133,803     

Total Liabilities 168,915     173,600     

Net Assets
    Invested in capital assets, net
        of debt 336,284     316,823     
    Restricted - expendable 27,990       24,302       
    Restricted - nonexpendable 871           836           

    U nrestricted 80,166       79,423       

Total Net Assets 445,311$   421,384$   
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The total assets of the institution increased by $19,242.  However, a review of the Statement of

Net Assets will reveal that the increase was primarily due to an increase of $24,098 of

investment in plant, net of accumulated depreciation.  Many of the other asset categories, current

and noncurrent, showed a decrease during the year.  The consumption of assets follows the

institutional philosophy to use available resources to acquire and improve all areas of the

institution to better serve the instruction, research and public service missions of the institution.

The total liabilities for the year decreased by $4,685.  The primary cause for the reduction was in

noncurrent liabilities, primarily $7,683 in capital payables, which contributed to the increase in

Invested in Capital Assets, net of debt.  The combination of the increase in total assets of

$19,242 and the decrease in total liabilities of $4,685 yields an increase in total net assets of

$23,927.  The increase in total net assets is primarily in the category of invested in capital assets,

net of debt in the amount of $19,461 although all categories of Net Assets did increase during the

year.

Statement of Revenues, Expenses and Changes in Net Assets

Changes in total net assets as presented on the Statement of Net Assets are based on the activity

presented in the Statement of Revenues, Expenses, and Changes in Net Assets.  The purpose of

the statement is to present the revenues received by the institution, both operating and

nonoperating, and the expenses paid by the institution, operating and nonoperating, and any other

revenues, expenses, gains and losses received or spent by the institution.

Generally speaking operating revenues are received for providing goods and services to the

various customers and constituencies of the institution.  Operating expenses are those expenses

paid to acquire or produce the goods and services provided in return for the operating revenues,

and to carry out the mission of the institution.  Nonoperating revenues are revenues received for

which goods and services are not provided.  For example state appropriations are nonoperating

because they are provided by the Legislature to the institution without the Legislature directly

receiving commensurate goods and services for those revenues.
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Statement of Revenues, Expenses and Changes in Net Assets
(thousands of dollars)

2001 2000

Operating revenues 262,090$   259,119$   

Operating expenses 498,330     475,110     

    Operating loss (236,240)    (215,991)    

Nonoperating revenues and expenses 233,871     214,469     

Income (Loss) Before Other Revenues, 
    Expenses, Gains or Losses (2,369)       (1,522)       

Other revenues, expenses, gains or losses 26,296       12,038       

Increase in Net Assets 23,927       10,516       

Net Assets at Beginning of Year 421,384     794,212     

Cumulative effect of changes in 

    accounting principle -               (383,344)    

Net Assets at Beginning of Year - Adjusted 421,384     410,868     

Net Assets at End of Year 445,311$   421,384$   

The Statement of Revenues, Expenses, and Changes in Net Assets reflects a positive year with

an increase in the net assets at the end of the year.  Some highlights of the information presented

on the Statement of Revenues, Expenses, and Changes in Net Assets are as follows:

♦  Nongovernmental grants and contracts decreased in the amount of approximately $6,942.

This is primarily a result of the decrease in miscellaneous scholarships and gifts of

approximately $2,404 and a decrease in Bureau of Indian Affairs private scholarships of

$632.  The loss of approximately $3 million in scholarships and gifts is significant to the

University.  Plans are being made to increase scholarship gifts in the coming year to help

offset the decrease of this year.

♦  Revenues associated with the residential life, net of scholarship allowances, category

decreased approximately $4,900 during the year.  This decrease reflects the changing

environment of residential life on the University’s campus.  During the year residential life
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eliminated some food service stores and eliminated some of the institutionally owned and

operated on-campus housing.  However, at the same time, residential life constructed over

2000 beds of new housing on the campus using a third party developer in a construction and

leasing relationship.  The net effect to the campus is that the students actually have more

on-campus residential life availability.  The new construction of residential life units on the

campus, due to the third party relationship with the privatized vendor, does not show on the

University’s financial statements due to the activity being an off-balance sheet activity for

financial reporting purposes.  Since the University does not own or lease these units, the

revenue or expenses are also not reflected in the University’s financial statements.  The

University is managing these units for the owner, and receives a fee for its services.

♦  The compensation and employee benefits category increased by approximately $16,460.

The increase reflects a pay raise for the employees of the institution of approximately three

percent with the associated fringe benefits.  The increase also reflects an increased cost of

health insurance for the employees of the institution.

♦  Utilities increased by approximately $3,300 during the past year.  The increase was

primarily associated with the increased natural gas costs that were experienced in the winter

of fiscal year 2001.

♦  Depreciation expense increased approximately $8,770 during the year.  The increases in

accumulated depreciation are primarily due to the completion of several significant

construction projects in late FY 2000 and early FY 2001.

♦  Under nonoperating revenues (expenses) state appropriations increased by approximately

$18,800.  Of the increase, approximately $11,700 was attributable to state agencies within

the Oklahoma State University except for Oklahoma State University--Tulsa.  The

Oklahoma State University--Tulsa received an increase of approximately $7,100, or a 214%

increase.  The increase for the Oklahoma State University--Tulsa reflected a change in the

method of allocating money to the Oklahoma State University--Tulsa by the Oklahoma



vi

State Regents for Higher Education.  In addition, Oklahoma State University--Tulsa

received another $1 million for technology issues.  While it appears that the institution

received a substantial amount of new money from the state, given the mandatory cost

increases of various categories of expenses, the University actually had a relatively flat

funding year with all things considered.

♦  The category of capital grants and gifts increased by approximately $12,019 during the

year.  The increase was primarily due to an approximately $9,500 associated with gifts for

the Gallagher Iba Arena project and another approximate $1,700 associated with the phase

II--housing utilities project.

♦  The cumulative effects of changes in accounting principle are the result of the University

adopting depreciation on capital assets and a change in the recognition of summer semester

revenues.

Statement of Cash Flows

The final statement presented by the Oklahoma State University is the Statement of Cash Flows.

The Statement of Cash Flows presents detailed information about the cash activity of the

institution during the year.  The statement is divided into five parts.  The first part deals with

operating cash flows and shows the net cash used by the operating activities of the institution.

The second section reflects cash flows from noncapital financing activities.  This section reflects

the cash received and spent for nonoperating, noninvesting, and noncapital financing purposes.

The third section reflects the cash flows from investing activities and shows the purchases,

proceeds, and interest received from investing activities.  The fourth section deals with cash

flows from capital and related financing activities.  This section deals with the cash used for the

acquisition and construction of capital and related items.  The fifth section reconciles the net cash

used to the operating income or loss reflected on the Statement of Revenues, Expenses, and

Changes in Net Assets.
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Cash Flows for the Years ended June 30 (thousands of dollars)

2001 2000

Cash provided (used) by:
    Operating activities (191,533)$  (183,627)$  
    Noncapital financing activities 225,729     204,185     
    Investing activities 8,109        21,701       
    Capital and related financing activities (44,507)     (70,549)     

Net Change in Cash (2,202)       (28,290)     
Cash, beginning of year 50,534       78,824       

Cash, end of year 48,332$     50,534$     

Capital Asset and Debt Administration

The University had two significant capital asset additions for facilities in fiscal year 2001.  The

Gallagher Iba renovation was completed and the arena was reopened for the 2000-2001

basketball season.  Construction of the West Side Chilled Water Plant was completed and the

plant was placed into service early in fiscal year 2001.  Bonds for both capital assets were issued

in 1998.  There were no new bond issues in fiscal year 2001; however, the Housing Revenue

Bonds of 1965 were defeased.  Also, in fiscal year 2001, the Oklahoma Development Finance

Authority issued the Oklahoma State System of Higher Education’s Master Lease Revenue

Bonds, Series 2001A to provide for capital improvements at the University.  These capital

improvements included the purchase of a satellite uplink truck, furnishings for Gallagher Iba

arena, a group switch hardware upgrade for telephone services, an x-ray machine for the College

of Veterinary Medicine and various other assets.  There have been no significant changes in

credit ratings or debt limitations that may affect future financing for the University.

For additional information concerning Capital Assets and Debt Administration, see Note 6, 8, 9

and 10 in the notes to the financial statements.

Economic Outlook

The University is not aware of any currently known facts, decisions, or conditions that are

expected to have a significant effect on the financial position or results of operations during this
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fiscal year beyond those unknown variations having a global effect on virtually all types of

business operations.

The University’s overall financial position is strong.  Even with a relatively flat funded year, the

University was able to generate a modest increase in Net Assets.  The University anticipates the

current fiscal year will be much like last and will maintain a close watch over resources to

maintain the University’s ability to react to unknown internal and external issues.

David C. Bosserman, Ph.D., CPA

Associate Vice President and Controller



1

Independent Auditors’ Report

Board of Regents for the Oklahoma
    Agricultural and Mechanical Colleges
Oklahoma City, Oklahoma

We have audited the accompanying statements of net assets of Oklahoma State University (a component
unit of the State of Oklahoma) as of June 30, 2001 and 2000, and the related statements of revenues,
expenses and changes in net assets and statements of cash flows for the years then ended.  These financial
statements are the responsibility of the University’s management.  Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States,
and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.  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 Oklahoma State University as of June 30, 2001 and 2000, and the changes in its net
assets and cash flows for the years then ended, in conformity with accounting principles generally
accepted in the United States.

As discussed in Note 1 to the financial statements, the University changed its accounting policy related to
financial statement presentation to comply with the provisions of Statement No. 34 of the Governmental
Accounting Standards Board.  The University has restated its financial statements as of and for the year
ended June 30, 2000 to conform with the new presentation.  The primary accounting change, other than
presentation, was the adoption of depreciation of capital assets and recognition of summer semester
revenues.

Also, as more fully discussed in the last paragraph of Note 1 to the financial statements, subsequent to the
issuance of the University’s financial statements and our report thereon dated October 5, 2001, the
University determined that it had incorrectly included amounts contributed by the Federal government
pursuant to the Federal Perkins loan program as part of expendable restricted net assets, rather than
accounting for such refundable amounts as noncurrent liabilities.  Additionally, the University determined
that it had provided for losses on the Federal portion of those student loans, even though it will not be
obligated to absorb the losses on the federal portion of the notes, and that it had to failed to recognize
amounts receivable under certain grants and contracts.  In our original report we expressed an unqualified
opinion on the 2001 and 2000 financial statements, and our opinion on the revised statements, as
expressed herein, remains unqualified.
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Management’s discussion and analysis on pages i through viii, is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplementary information.  However, we
did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated October 5,
2001, on our consideration of the University’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants.  That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

Oklahoma City, Oklahoma
October 5, 2001, except for the last paragraph of Note 1, for which

the effective date is February 7, 2002



STATEMENTS OF NET ASSETS

OKLAHOMA STATE UNIVERSITY

June 30 June 30
2001 2000

ASSETS
Current Assets

Cash and cash equivalents 23,091$         20,178$         
Accounts receivable, net 35,914           36,638           
Investments 62,890           63,867           
Interest receivable 789                861                
Current portion of student loans receivable, net 1,342             1,334             
Inventories 9,576             9,981             
Prepaid Expenses 694                815                

Total Current Assets 134,296         133,674         

Noncurrent Assets
Cash and cash equivalents 25,241           30,356           
Investments 3,707             4,810             
Receivables from State agencies 3,636             3,734             
Loans to students, net 14,874           14,618           
Other assets 739                157                
Capital assets, net of accumulated depreciation 431,733         407,635         

Total Noncurrent Assets 479,930         461,310         

TOTAL ASSETS 614,226         594,984         

LIABILITIES
Current Liabilities

Accounts payable 9,845             9,833             
Deferred revenue 15,903           14,685           
Assets held in trust for other institutions 2,503             2,318             
Student and other deposits 1,150             1,089             
Accrued interest payable 1,880             1,973             
Accrued compensated absences 6,963             7,571             
Accrued workers compensation claims 1,987             2,328             

Total Current Liabilities 40,231           39,797           

Noncurrent Liabilities
Accrued compensated absences 7,859             7,470             
Landfill closure and postclosure costs 2,937             2,937             
Accrued workers compensation claims 2,147             1,806             
Student deposits 164                115                
Revenue bonds payable 63,135           66,570           
Accounts payable for noncurrent assets 1,034             8,717             
Federal loan program contributions refundable 16,143           15,985           
Notes payable 21,492           20,269           
OCIA capital lease obligation 7,166             7,645             
ODFA master lease program 5,241             -                    
Obligations under other capital leases 1,366             2,289             

Total Noncurrent Liabilities 128,684         133,803         

TOTAL LIABILITIES 168,915         173,600         

NET ASSETS
Invested in capital assets, net of debt 336,284         316,823         
Restricted for:

Nonexpendable 871                836                
Expendable
     Scholarships, research, instruction, and other 10                  562                
     Loans 1,766             1,157             
     Capital projects 19,488           16,250           
     Debt service 6,726             6,333             

Unrestricted 80,166           79,423           

TOTAL NET ASSETS 445,311$       421,384$       

See notes to financial statements.

(Dollars in 000's)
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

OKLAHOMA STATE UNIVERSITY (Dollars in 000's)

June 30 June 30
2001 2000

Operating revenues:
Tuition and fees, net of scholarship allowances of $22,552 in 2001 and $22,979 in 2000 58,135$          57,355$          
Federal appropriations 9,952              10,298            
Federal grants and contracts 51,115            46,768            
State and local grants and contracts 27,423            25,742            
Nongovernmental grants and contracts 14,332            21,274            
Sales and services of educational departments 9,960              6,474              
Auxiliary enterprises charges

    Residential life, net of scholarship allowances of $428 in 2001 and $510 in 2000; revenues totaling
       $11,073 in 2001 and $13,771 in 2000 are used as security for Housing Bonds of 1965,
      1966 and 1994 21,648            26,511            

    Student union services, including bookstore sales; revenues totaling $14,305 in 2001 and $13,576 in
       2000 are used as security for 1978 and 1994 Student Union Revenue Bonds, 1992 OKC Student
       Center Revenue Bonds, and 1995 Okmulgee Student Union Refunding Revenue Bonds 14,305            13,576            

    Health, physical education and recreation; revenues totaling $3,293 in 2001 and $3,395 in 2000
       are used as security for the Series 1989 Facilities Revenue Bonds and the 1993 Swimming
       Pool Revenue Bonds 3,293              3,395              

    Athletics, net of scholarship allowance of $424 in 2001 and $309 in 2000; revenues totaling $15,887 in
        2001 and $14,304 in 2000 are used as security for Series 1998 Athletic Facilities Revenue Bonds 15,887            14,304            

    University health services 6,668              6,138              
    Fire Protection Publications 9,880              10,517            
    Other auxiliary revenue 12,864            12,033            
Interest earned on loans to students 440                 428                 
Other operating revenues 6,188              4,306              

Total operating revenues 262,090          259,119          
Operating expenses

Compensation and employee benefits 300,102          283,642          
Contractual services 57,214            57,408            
Supplies and materials 34,432            37,018            
Utilities 19,032            15,752            
Communication 5,844              5,727              
Other operating expenses 23,442            24,326            
Scholarships and fellowships 22,743            24,485            
Depreciation expense 35,521            26,752            

Total operating expenses 498,330          475,110          

Operating loss (236,240)        (215,991)        
Nonoperating revenues (expenses)

State appropriations 221,881          203,046          
Gifts, including $2,938 in 2001 and $2,702 in 2000 used as security on the 1998 Athletic 
    Facilities Revenue Bonds 10,496            10,372            
Investment income 5,957              6,433              
Interest expense (4,463)            (5,382)            

Net nonoperating revenues 233,871          214,469          

Loss before other revenues, expenses, gains and losses (2,369)            (1,522)            

Capital grants and gifts 17,325            5,306              
State appropriations restricted for capital purposes 2,084              1,840              
Additions to permanent endowments 12                   12                   
Other additions, net 6,875              4,880              

Net increase in net assets 23,927            10,516            
Net assets

Net assets - beginning of year 421,384          794,212          
Cumulative effects of changes in accounting principle
    Adoption of depreciation for capital assets -                      (385,457)        
    Deferred revenue recognition -                      2,113              
       Net assets - beginning of year, as adjusted 421,384          410,868          

       Net assets - end of year 445,311$       421,384$       

See notes to financial statements.

Years Ended
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STATEMENTS OF CASH FLOWS

OKLAHOMA STATE UNIVERSITY
(Dollars in 000's)

June 30 June 30
2001 2000

Cash flows from operating activities
Tuition and fees 59,109$         58,151$         
Grants and contracts 103,521         104,507         
Sales and services of educational activities 9,960              6,474              
Auxiliary enterprise charges

Residential life 21,577           26,339           
Student union services 14,351           13,322           
Health, physical education and recreation 3,405              3,104              
Athletics 15,374           14,731           

Interest earned on loans to students 440                 428                 
Other operating receipts 35,979           31,658           
Payments to employees for salaries and benefits (292,228)        (274,794)        
Payments to suppliers (162,565)        (166,793)        
Loans issued to students and employees (3,057)            (2,926)            
Collection of loans to students and employees 2,601              2,172              

Net cash used by operating activities (191,533)        (183,627)        

Cash flows from noncapital financing activities
State appropriations 214,516         195,833         
Gifts for other than capital purposes 10,982           8,256              
Direct lending receipts 52,965           51,424           
Direct lending payments (52,965)          (51,424)          
Agency receipts 2,757              2,939              
Agency payments (2,718)            (2,843)            
Receipts from managed residential life activity 2,372              -                     
Payments for managed residential life activity (2,180)            -                     

Net cash provided by noncapital financing activities 225,729         204,185         

Cash flows from investing activities
Purchases of investments (46,411)          (11,521)          
Proceeds from sales of investments 46,538           25,213           
Interest received on investments 7,982              8,009              

Net cash provided by investing activities 8,109              21,701           

Cash flows from capital and related financing activities
Cash paid for capital assets (66,318)          (77,353)          
Capital appropriations received 1,224              1,129              
Capital grants and gifts received 16,424           4,537              
Proceeds of capital debt 7,326              4,036              
Repayments of capital debt and leases (5,890)            (3,347)            
Interest paid on capital debt and leases (4,148)            (4,431)            
Other sources 6,875              4,880              

Net cash used by capital and related financing activities (44,507)          (70,549)          

Net decrease in cash and cash equivalents (2,202)            (28,290)          

Cash and cash equivalents, beginning of year 50,534           78,824           

Cash and cash equivalents, end of year 48,332$         50,534$         

See notes to financial statements.

Years Ended
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STATEMENTS OF CASH FLOWS--Continued

OKLAHOMA STATE UNIVERSITY
(Dollars in 000's)

June 30 June 30
2001 2000

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY OPERATING ACTIVITIES

Operating income (loss) (236,240)$      (215,991)$      
Adjustments to reconcile operating income (loss) to net cash
used by operating activities

Depreciation expense 35,521           26,752           
Net loss on disposal of fixed assets 76                   789                 
On-behalf contributions to teachers' retirement system 7,365              7,213              
Changes in assets and liabilities
    Accounts receivable 250                 (1,879)            
    Inventories 405                 (1,622)            
    Prepaid expenses 121                 (369)               
    Accounts payable and accrued expenses 12                   135                 
    Deferred revenue 1,218              1,247              
    Student and other deposits 64                   (88)                 
    Compensated absences (219)               1,820              
    Federal loan program contributions refundable 158                 227                 
    Loans to students and employees (264)               (1,861)            

Net cash used by operating activities (191,533)$      (183,627)$      

NONCASH INVESTING, NONCAPITAL FINANCING, AND CAPITAL
AND RELATED FINANCING TRANSACTIONS

Fixed assets acquired by incurring capital lease obligations 159$               315$               

Change in accounts receivable related to private gifts 474$               (336)$             

Change in receivable from State Agency affecting proceeds of capital debt 98$                 (3,734)$          

Change in fair value of investments recognized as a component of interest income 1,953$           1,375$           

Change in interest receivable affecting interest received 72$                 201$               

Bond issuance costs reducing proceeds of long-term debt (609)$             (180)$             

Change in accrued interest payable affecting interest paid (93)$               447$               

Amortization of bond issuance costs reducing interest paid 27$                 23$                 

Interest on capital debt paid by State Agency on behalf of University 381$               481$               

Principal on capital debt paid by State Agency on behalf of University 479$               230$               

Gift of capital assets reducing proceeds of capital grants and gifts (901)$             (769)$             

RECONCILIATION OF CASH AND CASH EQUIVALENTS TO THE STATEMENT OF NET ASSETS

Cash and cash equivalents classified as current assets 23,091$         20,178$         
Cash and cash equivalents classified as noncurrent assets 25,241           30,356           

48,332$         50,534$         

See notes to financial statements.

Years Ended
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NOTES TO FINANCIAL STATEMENTS--Continued (dollars in thousands)

OKLAHOMA STATE UNIVERSITY

June 30, 2001 and 2000

34

NOTE 14--RELATED PARTY TRANSACTIONS--Continued

Summary financial information of the Oklahoma State University Foundation as of and for the years ended
June 30, 2001 and 2000, is as follows:

Temporarily Permanently Total Total
Unrestricted  Restricted     Restricted       2001        2000   

Income $ 37,706 $ (11,370) $ 8,082 $ 34,418 $ 42,681

Expenses          34,219                    -                    -     34,219     23,211

Change in net assets 3,487 (11,370) 8,082 199 19,470

Net assets at beginning of year          41,008        125,435          81,378   247,821   228,351

Net assets at end of year $       44,495 $     114,065 $       89,460 $248,020 $247,821

NOTE 15--COMMITMENTS AND CONTINGENT LIABILITIES

The University had outstanding commitments under construction contracts of approximately $3,308 and
$10,660 at June 30, 2001 and 2000, respectively.

The University is party to various lawsuits arising out of the normal conduct of its operations.  In the
opinion of University management, the ultimate resolution of these matters will not have a material adverse
effect upon the University’s financial position.

The University participates in certain Federal grant programs.  These programs are subject to financial and
compliance audits by the grantor or its representative.  Such audits could lead to requests for reimbursement
to the grantor agency for expenditures disallowed under terms of the grant.  Management believes
disallowances, if any, will not be material.

The University has entered into two agreements with the Collegiate Housing Foundation (CHF), an
Alabama not-for-profit organization, to manage two Residential Life facilities located on the University’s
campus.  The University’s Board of Regents also entered into a ground lease agreement with CHF, in which
CHF leased from the Board the land on which the facilities are located.  As part of the agreements, the
University received $470,000 in management fees for fiscal year 2001, and may be entitled to receive
additional amounts pursuant to the Ground Lease agreement.  Certain costs incurred by the University in
connection with the management of these facilities are not eligible to be reimbursed pursuant to the
management agreements.  Such costs are not significant to the University's financial statements.



NOTES TO FINANCIAL STATEMENTS--Continued (dollars in thousands)

OKLAHOMA STATE UNIVERSITY

June 30, 2001 and 2000

35

NOTE 16--NATURAL CLASSIFICATIONS WITH FUNCTIONAL CLASSIFICATIONS

The University’s operating expenses by functional classification were as follows:

Compen- Contract- Other
Funtional  sation & ual Supplies & Commun- Operating

Classification Benefits Services Materials Utilities ication Expenses Scholarships Depreciation Total

Instruction 118,127$   9,679$      5,079$        42$          1,317$        4,658$        -$                -$                138,902$   
Research 51,437       6,989        7,445          195          443             1,155          -                  -                  67,664       
Public Service 38,509       2,166        1,558          209          444             2,478          -                  -                  45,364       
Academic Support 27,140       5,044        2,541          130          569             4,138          -                  -                  39,562       
Student Services 11,108       4,040        385             -              351             467             -                  -                  16,351       
Institutional Support 13,660       2,425        262             -              350             4,000          -                  -                  20,697       
Operation of Plant 9,013         9,152        1,414          13,738     213             235             -                  -                  33,765       
Scholarships 1,278         -               -                  -              -                  675             22,743        -                  24,696       
Auxiliary Enterprises 29,830       17,719      15,748        4,718       2,157          5,636          -                  -                  75,808       
Depreciation -                -               -                  -              -                  -                  -                  35,521        35,521       

Total Expenses 300,102$   57,214$    34,432$      19,032$   5,844$        23,442$      22,743$      35,521$      498,330$   

Year Ended June 30, 2001
Natural Classification

Compen- Contract- Other
Functional sation & ual Supplies & Commun- Operating

Classification Benefits Services Materials Utilities ication Expenses Scholarships Depreciation Total

Instruction 111,701$   8,675$      5,141$        20$         1,189$        2,981$       -$                -$                129,707$   
Research 48,900       7,710        7,097          154         447             2,697         -                  -                  67,005       
Public Service 34,375       2,134        1,542          145         463             2,380         -                  -                  41,039       
Academic Support 25,871       6,147        2,596          133         604             5,861         -                  -                  41,212       
Student Services 10,371       4,006        453             -              326             643            -                  -                  15,799       
Institutional Support 16,018       3,281        645             118         396             1,080         -                  -                  21,538       
Operation of Plant 7,559         8,378        1,183          11,115    244             174            -                  -                  28,653       
Scholarships 1,360         -               5                 -              -                 467            24,485        -                  26,317       
Auxiliary Enterprises 27,487       17,077      18,356        4,067      2,058          8,043         -                  -                  77,088       
Depreciation -                -               -                  -              -                 -                 -                  26,752        26,752       

Total Expenses 283,642$   57,408$    37,018$      15,752$  5,727$        24,326$     24,485$      26,752$      475,110$   

Year Ended June 30, 2000
Natural Classification
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NOTE 17--SEGMENT INFORMATION

The University issues revenue bonds to finance certain of its auxiliary enterprise activities.  Investors in
those bonds rely solely on the revenue generated by the individual activities for repayment.  Descriptive
information for each of the University’s segments is shown below:

Housing Revenue Bonds of 1965

The Housing Revenue Bonds of 1965 were issued to build the Kerr-Drummond Residence Hall complex for
single students.  The bonds were defeased in FY01.

Housing Revenue Bonds of 1966

The Housing Revenue Bonds of 1966 were issued to provide construction funding for Willham South and
Iba Residence Halls.

Student Union Revenue Bonds of 1978 and 1994

Refunding of old bonds and new funding for renovation of the building was provided by the Student Union
Revenue bonds of 1978 and 1994.

Health, Physical Education and Recreation Bonds of 1989

The Health, Physical Education, and Recreation Bonds of 1989 were issued to refund two older bond issues
and provide construction funding for the building of the Wellness Center.

Colvin Swimming Pools Restoration Project Revenue Bonds of 1993

An indoor pool and an outdoor pool were renovated with proceeds from the Colvin Swimming Pools
Restoration Project Revenue Bonds of 1993.

Housing Revenue Bonds of 1994A and 1994B

The Housing Revenue Bonds of 1994A refunded the Housing Revenue Bonds of 1987A.  Series B of the
1994 bonds provided for the renovation of a portion of Bennett Residence Hall.
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NOTE 17--SEGMENT INFORMATION--Continued

Utility System Revenue Bonds of 1998

The west side chilled water plant was built with funds provided by the Utility System Revenue Bonds of
1998.

Athletic Facilities Revenue Bonds of 1998

The Athletics Facilities Revenue Bonds, Series 1998, refunded the 1996 Athletic Bonds and provided new
funds for the major renovation/expansion of Gallagher-Iba Arena.

Oklahoma City Student Center Revenue Bonds of 1992

Oklahoma City Student Center Revenue Bonds, Series 1992, were issued for the construction of a student
center on the Oklahoma City campus.

Okmulgee Student Union Refunding Revenue Bonds of 1995

Okmulgee Student Union Refunding Revenue Bonds of 1995 refunded the previous bonds issued to build
the student union on the Okmulgee campus.

Condensed financial information for each of the University’s segments follow:
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As of/Year Ended June 30 As of/Year Ended June 30 As of/Year Ended June 30
2001 2000 2001 2000 2001 2000

CONDENSED STATEMENT OF NET ASSETS
Assets:

Current Assets -$                 1,302$          672$             689$             4,925$         4,674$          
Noncurrent Assets -                   1,197            537               517               757              745               
Capital Assets -                   796               711               779               11,101         10,191          

Total Assets -                   3,295            1,920            1,985            16,783         15,610          

Liabilities:
Interfund Payables -                   115               37                 38                 2                  1                   
Current Liabilities -                   417               249               242               1,371           1,662            
Long-Term Liabilities -                   1,570            1,245            1,420            3,180           3,465            

Total Liabilities -                   2,102            1,531            1,700            4,553           5,128            

Net Assets:
Invested in Capital Assets,

net of related debt -                   (1,049)          (709)             (811)             7,636           6,456            
Restricted -                   1,473            712               688               717              647               
Unrestricted -                   768               386               408               3,877           3,379            

Total Net Assets -$                 1,192$          389$             285$             12,230$       10,482$        

CONDENSED STATEMENT OF REVENUES,
EXPENSES, AND CHANGES IN NET ASSETS

Operating Revenues 6,081$          9,010$          1,816$          1,558$          16,075$       14,700$        
Operating Expenses (3,694)          (7,732)          (1,416)          (1,374)          (13,416)        (13,691)         
Depreciation Expense (100)             (133)             (132)             (91)               (222)             (239)              

Net Operating Income 2,287            1,145            268               93                 2,437           770               
Nonoperating Revenues/Expenses:

Investment Income 11                 65                 43                 33                 38                46                 
Gifts of Equipment -                   -                   -                   -                   -                   -                    
Gift Income -                   -                   -                   -                   -                   -                    
Interest Expense 16                 (66)               (62)               (70)               (213)             (229)              
Other (net) (847)             -                   20                 -                   1,529           1,828            
Transfers In (Out) (2,659)          (729)             (165)             188               (2,043)          8                   

Change in Net Assets (1,192)          415               104               244               1,748           2,423            
Net Assets - Beginning of Year 1,192            777               285               41                 10,482         8,059            
Net Assets - End of Year -$                 1,192$          389$             285$             12,230$       10,482$        

CONDENSED STATEMENT OF CASH FLOWS
Net cash flows provided by:

Operating activities (522)$           268$             (111)$           181$             2,019$         (496)$            
Noncapital financing -                   -                   -                   -                   -                   -                    
Capital and related financing (1,666)          (11)               (28)               17                 (1,361)          281               
Investing activities 1,209            53                 25                 23                 37                46                 

Net increase (decrease) in cash (979)             310               (114)             221               695              (169)              
Cash - Beginning of Year 979               669               572               351               1,434           1,603            
Cash - End of Year -$                 979$             458$             572$             2,129$         1,434$          

STUDENT UNION
REVENUE BONDS
OF 1978 AND 1994OF 1965 OF 1966

HOUSING
REVENUE BONDS

HOUSING
REVENUE BONDS
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2001 2000 2001 2000 2001 2000

CONDENSED STATEMENT OF NET ASSETS
Assets:

Current Assets 1,450$         1,363$           87$              83$              1,186$         1,844$         
Noncurrent Assets 289              277                259              203              368              345              
Capital Assets 4,846           5,157             -                   -                   230              178              

Total Assets 6,585           6,797             346              286              1,784           2,367           

Liabilities:
Interfund Payables -                   -                    -                   -                   50                53                
Current Liabilities 2,968           2,399             77                79                435              402              
Long-Term Liabilities 1,625           1,765             665              725              1,670           1,875           

Total Liabilities 4,593           4,164             742              804              2,155           2,330           

Net Assets:
Invested in Capital Assets,

net of related debt 2,047           3,257             (721)             (785)             (1,767)          (1,898)          
Restricted 436              (20)                325              267              573              444              
Unrestricted (491)             (604)              -                   -                   823              1,491           

Total Net Assets 1,992$         2,633$           (396)$           (518)$           (371)$           37$              

CONDENSED STATEMENT OF REVENUES,
EXPENSES, AND CHANGES IN NET ASSETS

Operating Revenues 3,383$         3,345$           128$            127$            3,075$         3,713$         
Operating Expenses (3,690)          (3,374)           -                   -                   (3,538)          (3,707)          
Depreciation Expense (288)             (132)              -                   -                   (267)             (123)             

Net Operating Income (595)             (161)              128              127              (730)             (117)             
Nonoperating Revenues/Expenses:

Investment Income 36                17                  27                9                  37                27                
Gifts of Equipment -                   -                    -                   -                   -                   -                   
Gift Income -                   -                    -                   -                   -                   -                   
Interest Expense (114)             (123)              (33)               (36)               (109)             (121)             
Other (net) 31                -                    -                   -                   42                48                
Transfers In (Out) 1                  (19)                -                   (15)               352              523              

Change in Net Assets (641)             (286)              122              85                (408)             360              
Net Assets - Beginning of Year 2,633           2,919             (518)             (603)             37                (323)             
Net Assets - End of Year 1,992$         2,633$           (396)$           (518)$           (371)$           37$              

CONDENSED STATEMENT OF CASH FLOWS
Net cash flows provided by:

Operating activities (566)$           (502)$            -$                 (15)$             (228)$           200$            
Noncapital financing -                   -                    -                   -                   -                   -                   
Capital and related financing (129)             (46)                33                35                (314)             (1)                 
Investing activities 16                17                  (31)               (31)               14                13                

Net increase (decrease) in cash (679)             (531)              2                  (11)               (528)             212              
Cash - Beginning of Year (1,720)          (1,189)           79                90                1,522           1,310           
Cash - End of Year (2,399)$        (1,720)$         81$              79$              994$            1,522$         

HEALTH, PHYSICAL
EDUCATION AND

RECREATION FACILITY
REVENUE BONDS

SERIES 1989
As of/Year Ended June 30 As of/Year Ended June 30 As of/Year Ended June 30

SERIES 1993 REVENUE SERIES 1994B

COLVIN CENTER
POOLS RESTORATION

PROJECT
REVENUE BONDS

HOUSING SYSTEM
REFUNDING BONDS

REVENUE SERIES 1994A
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2001 2000 2001 2000

CONDENSED STATEMENT OF NET ASSETS
Assets:

Current Assets 4,027$          8,704$          1,983$          4,368$          
Noncurrent Assets 5                   -                   10                 5                   
Capital Assets 17,101          17,361          61,294          44,278          

Total Assets 21,133          26,065          63,287          48,651          

Liabilities:
Interfund Payables -                   -                   -                   -                   
Current Liabilities 2,065            2,281            5,998            6,678            
Long-Term Liabilities 16,436          16,996          32,400          33,405          

Total Liabilities 18,501          19,277          38,398          40,083          

Net Assets:
Invested in Capital Assets,

net of related debt 465               2,263            27,485          10,883          
Restricted 565               2,297            455               703               
Unrestricted 1,602            2,228            (3,050)          (3,018)          

Total Net Assets 2,632$          6,788$          24,890$        8,568$          

CONDENSED STATEMENT OF REVENUES,
EXPENSES, AND CHANGES IN NET ASSETS

Operating Revenues 19,056$        15,420$        17,081$        15,383$        
Operating Expenses (17,670)        (13,892)        (11,657)        (12,179)        
Depreciation Expense (450)             -                   (1,456)          (515)             

Net Operating Income 936               1,528            3,968            2,689            
Nonoperating Revenues/Expenses:

Investment Income 111               404               37                 745               
Gifts of Equipment -                   -                   -                   91                 
Gift Income -                   -                   2,938            2,702            
Interest Expense (902)             (940)             (1,595)          (1,595)          
Other (net) -                   218               1,540            1,806            
Transfers In (Out) (4,301)          164               9,434            (868)             

Change in Net Assets (4,156)          1,374            16,322          5,570            
Net Assets - Beginning of Year 6,788            5,414            8,568            2,998            
Net Assets - End of Year 2,632$          6,788$          24,890$        8,568$          

CONDENSED STATEMENT OF CASH FLOWS
Net cash flows provided by:

Operating activities 655$             793$             4,259$          2,517$          
Noncapital financing -                   -                   2,938            2,702            
Capital and related financing (5,432)          (8,961)          (10,503)        (28,375)        
Investing activities 2,860            (2,350)          1,016            (244)             

Net increase (decrease) in cash (1,917)          (10,518)        (2,290)          (23,400)        
Cash - Beginning of Year 5,876            16,394          2,611            26,011          
Cash - End of Year 3,959$          5,876$          321$             2,611$          

UTILITY
SYSTEM ATHLETICS

REVENUE
BONDS

REVENUE
BONDS

As of/Year Ended June 30 As of/Year Ended June 30

SERIES 1998 SERIES 1998
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2001 2000 2001 2000

CONDENSED STATEMENT OF NET ASSETS
Assets:

Current Assets 1,338$          1,200$          104$             98$               
Noncurrent Assets 310               302               135               134               
Capital Assets 3,126            3,222            2,186            2,263            

Total Assets 4,774            4,724            2,425            2,495            

Liabilities:
Interfund Payables -                   -                   -                   -                   
Current Liabilities 231               226               118               133               
Long-Term Liabilities 2,405            2,560            830               925               

Total Liabilities 2,636            2,786            948               1,058            

Net Assets:
Invested in Capital Assets,

net of related debt 566               517               1,261            1,247            
Restricted 471               450               131               131               
Unrestricted 1,101            971               85                 59                 

Total Net Assets 2,138$          1,938$          1,477$          1,437$          

CONDENSED STATEMENT OF REVENUES,
EXPENSES, AND CHANGES IN NET ASSETS

Operating Revenues 560$             490$             260$             253$             
Operating Expenses (1)                 (9)                 (106)             (98)               
Depreciation Expense (96)               (96)               (77)               (77)               

Net Operating Income 463               385               77                 78                 
Nonoperating Revenues/Expenses:

Investment Income 33                 15                 8                   7                   
Gifts of Equipment -                   -                   -                   -                   
Gift Income -                   -                   -                   -                   
Interest Expense (153)             (162)             (45)               (50)               
Other (net) -                   -                   -                   (1)                 
Transfers In (Out) (143)             (50)               -                   -                   

Change in Net Assets 200               188               40                 34                 
Net Assets - Beginning of Year 1,938            1,750            1,437            1,403            
Net Assets - End of Year 2,138$          1,938$          1,477$          1,437$          

CONDENSED STATEMENT OF CASH FLOWS
Net cash flows provided by:

Operating activities 117$             109$             4$                 31$               
Noncapital financing -                   -                   -                   -                   
Capital and related financing (16)               (15)               (9)                 (11)               
Investing activities 19                 21                 9                   11                 

Net increase (decrease) in cash 120               115               4                   31                 
Cash - Beginning of Year 1,163            1,048            84                 53                 
Cash - End of Year 1,283$          1,163$          88$               84$               

As of/Year Ended June 30 As of/Year Ended June 30

SERIES 1992 BONDS, SERIES 1995

STUDENT UNION
REFUNDING REVENUE

STUDENT CENTER
REVENUE BONDS

TECHNICAL BRANCH
AT OKLAHOMA CITY

TECHNICAL BRANCH
AT OKMULGEE
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Independent Auditors’ Report on Compliance and on Internal Control
Over Financial Reporting Based on an Audit of Financial Statements

Performed in Accordance With Government Auditing Standards

Board of Regents for the Oklahoma
    Agricultural and Mechanical Colleges
Oklahoma City, Oklahoma

We have audited the financial statements of Oklahoma State University (the “University”) as of and for
the year ended June 30, 2001, and have issued our report thereon dated October 5, 2001, except for the
last paragraph of Note 1, for which the effective date is February 7, 2002.  These financial statements
reflect the adoption of Governmental Accounting Standards Board Statements No. 33, 34, 35, 36, 37, and
38.  These financial statements have also been revised, as described in the last paragraph of Note 1 to the
financial statements.  We conducted our audit in accordance with auditing standards generally accepted in
the United States and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the University’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts.  However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  The
results of our tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the University’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting.  Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses.  A material weakness is a
condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements 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.  We noted no matters involving the internal
control over financial reporting and its operation that we consider to be material weaknesses.

This report is intended solely for the use of the Fiscal Affairs Committee and Board of Regents,
management, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Oklahoma City, Oklahoma
October 5, 2001, except for the last paragraph of Note 1, for which

the effective date is February 7, 2002
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