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Internal Bank Annual Report 
 
 BACKGROUND 
 
The Internal Bank Annual Report is provided pursuant to the university’s Internal Bank Policy. 
This report provides the financial position of the Internal Bank as of June 30, 2022, and the 
activity of its central loan program for the year then ended. Please note that the performance of 
investments is reported to the board on a quarterly basis and therefore is not a focus of this 
report.  
 
PERFORMANCE REPORT 
 
Assets 
 
Assets totaled $1,206.6M, consisting of $210.0M in cash equivalents, $408.3M in investments 
and $588.3M in loans to university departments. 
 
Liabilities 
 
Liabilities totaled $1,212.0M, consisting of $293.6M in university departmental deposits, $908.0M 
in long-term debt to investors, and $10.4M in accounts payable and accrued liabilities. 
 
Net Position 
 
The ending net position was $(5.3M). The $21.3M decrease from the prior year is primarily 
driven by rising interest rates and overall market volatility, causing unrealized losses of $5.6M 
from operating investments, unrealized losses of $7.2M from nonoperating investments, and 
realized losses of $1.5M on the sale of investments. Additionally, in this year of lower returns, 
Interest and Investment Income was $6.4M less than total debt service payments, which 
included the first full year of debt service relating to the 2020 $302M bond issuance. Because 
the investments that experienced unrealized losses are intended to be held to maturity, we do 
not anticipate these losses to be realized. All realized losses are from operational transactions 
affecting the PUF Core Bond Fund in FY2022. The economic outlook is for interest rates to 
peak in 2023 and begin to decline in 2024. The expectation is that net losses in FY2023 will be 
realized primarily from operating activities in the PUF. A mitigation strategy to monitor inflows to 
better match outflows has been put in place in FY2023 to reduce realized losses from the PUF 
Core Bond Fund. The current year deficit and the deficit projected for next year are not 
indicative of long-term projected operating results. The negative net asset balance is expected 
to return to positive in the next two to three years with normalization of the treasury yield curve 
and expected investment return performance. 
 
The following table provides a comparison of the major balance sheet categories for 2022 actual 
vs. 2021 actual. 
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For the year 
ended June 30 

 
 
 
 
 
 

Actual 
2022 

Actual 
2021 Change 

Total Cash Equivalents 
 
 
 
 $209,979,535 $298,977,422 $(88,997,887) 
Total Investments 408,302,543 373,462,931 34,839,612 
Total Prepaid Expenses 18,557 0 18,557 
Total Loans 588,338,367 526,573,473 61,764,894 
Total Due to Other Funds 293,577,793 256,341,815 37,235,978 
Total Debt 908,020,559 916,034,840 (8,014,281) 
Total Other Liabilities 10,381,137 10,654,943 (273,806) 
Net Position $(5,340,486) $15,982,228 $(21,322,714) 

  
 

• The $89.0M decrease in Total Cash Equivalents is mainly due to an increase in the 
amount of operating cash transferred to investments during the year combined with 
increased loans that utilized bank cash. 

• The $34.8M increase in Total Investments is mainly due to an increase in total dollars 
invested of $43.3M offset by decreases in market value of $8.5M. 

• The $61.8M increase in Total Loans is due to $90.5M in new loans to university 
borrowers less $28.3M in principal payments made by university borrowers and a $0.4M 
premium/discount amortization of XI-F(1) tax exempt funded loans. 

• The $37.2M increase in Total Due to Other Funds is mainly due to an increase in 
university funds which have been invested in the P.U.F. Core Bond Fund. 

• The $8.0M decrease in Total Debt is mainly due to $7.5M of XI-F(1) principal debt 
payments and $0.5M unamortized premium. 

• The $0.3M decrease in Total Other Liabilities is due to lower interest accrual on debt.  
 
Operations 
 
Net Interest Margin – Income from loans and investments totaled $21.6M with associated interest 
expense totaling $35.0M. The resulting net interest margin was negative $13.4M. 
 
Operating Expenses – Operating expenses totaled $0.8M. The majority of these expenses were 
costs associated with personnel services, management consulting, and professional services. 
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Change in Net Position – Net Position decreased $21.3M from operations. 
 
The following table provides a comparison of the major operating categories for 2022 actual vs. 
budget. 
 

For the year 
ended June 30 

Actual 
2022 

Budget 
2022 Variance 

Total Interest Income $21,666,669 $31,566,758 $(9,900,089) 
Total Interest Expense 34,969,022 37,054,251 2,085,229 
Net Interest Margin (13,302,354) (5,487,493) (7,814,861) 
Total Operating Expenses 776,799 1,159,000 382,201 
Net from Operations $(14,079,152) $(6,646,493) $(7,432,659) 

 
• The $9.9M negative variance to budget in Total Interest Income is mainly due to greater-

than-anticipated unrealized losses on investments of $6.0M and realized losses on 
investment of $2.0M, $1.2M of lower-than-anticipated interest earnings on deposits, and 
$0.7M lower interest income on internal loans. 

• The $2.1M positive variance to budget in Total Interest Expense is mainly due to $1.4M 
lower interest paid for debt and less interest distribution paid on deposits of $0.7M. 

• The $0.4M positive variance to budget in Total Operating Expenses is mainly due lower 
consulting services. 

  
The FY2022 Internal Bank financial statements and portfolio reports are provided in Attachment 
1. 
 
RECOMMENDATION  
 
Staff recommend that the Finance & Administration Committee accept the FY2022 Internal 
Bank Annual Report.  
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* Restated Nonoperating Net Unrealized Gain/Loss included in Net Appreciation (Depreciation) of Investments in 
FY2021. 
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Graph 3 

Bond Repayment Investment 

 
 
The university reserve funded with a portion of the 2020 Bond proceeds is not a debt service reserve for the 2020 Bonds 
and is not pledged to bondholders. Except as otherwise provided by the Board, the reserve will be invested pursuant to the 
university investment policy, as it may be amended from time to time, to provide a reserve for the university to use for payment of 
taxable university obligations over the long term. 
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