














Traditions in Excellence

his annual report takes a broader view of the University of

Tennessee than reports of previous years. Rather than summarize

the year campus by campus, unit by unit, and institute by

institute, this report surveys the breadth of the University with
a focus on programmatic improvements.

As we reviewed the year, it became apparent that the bulk of activ-
ity and accomplishment fell within several broad categories. Each category
reflected long-standing UT traditions for high levels of achievement. On
that basis, we adopted the theme “Traditions in Excellence.”

The “Traditions in Excellence” we identified were undergraduate
education, graduate and professional instruction, research, and public
service—all of which have been enhanced by a superb tradition of private
financial support.

Instruction, public service, research and private financial support
are intertwined. Together they are the basis of UT’s achievements in the
past and the foundation for UT'’s progress in the future.

The success of these cooperative endeavors and their impact on the
economic development of Tennessee were recognized this year when Presi-
dent Ronald Reagan visited the Knoxville campus.

At the President’s request, UTK staff prepared a briefing entitled,
“Teaming Up for Economic Growth,” which described for the chief execu-
tive UTK’s cooperation with Tennessee business and industry.

UT is proud to be a partner in Tennessee’s economic development.
We have already seen elsewhere in our society the benefits of such partner-
ships in the spinoff of NASA research and, more recently, the transfer of
technology from our national laboratories, such as Oak Ridge, to the private
sector.

Education’s relationship with business and industry was also
emphasized this year by the General Motors’ decision to locate its Saturn
plant in Spring Hill.

While UT had no direct role in the decision, the University’s
stature as a major land-grant institution contributed to GM’s perception
that public education in Tennessee is a statewide priority.

Thanks to GM’s decision, Tennesseans gained a new and special
perspective of public education. In the past we supported public education
in much the same manner as we purchased life insurance —we paid the
premiums (or the taxes) with the only sense of reward, the feeling that we
were providing for the next generation.
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The General Motors announcement changed that perspective.
With Spring Hill’s selection as the place where GM would make the largest
capital investment ever made by American industry, Tennessee taxpayers
realized that public education has tangible value, like money in the bank.

General Motors told us and the world that Tennessee’s public educa-
tion system made a difference in its decision to come here—and that our
plans to keep improving the system made an even greater difference. Backed
by a $3.5 billion investment, the message was heard, loud and clear.

[t's very doubtful the people of any other state have a better under-
standing of the value of education than the citizens of Tennessee.

[t is probably not a coincidence that the governor this year recom-
mended full funding of the higher education funding formula. Nor was it
coincidence that the legislature approved the governor’s recommendation.

There also was strong support in the legislature for higher educa-
tion’s Chairs and Centers of Excellence, for academic scholarships, for
instructional evaluation standards, and for special equipment funding.

W are optimistic that education improvements will continue with the
support of the new governor and members of the next General Assembly.

We are heartened especially by full funding of the education for-
mula, which means additional dollars for qualitative improvements. More
importantly, full funding of the formula represents a goal achieved.

Eighteen years after the Tennessee Higher Education Commission
developed the appropriations formula, it has been fully funded. The Univer-
sity of Tennessee must demonstrate to our state officials why this was a wise
decision and why 100 percent funding should continue in the future.

We believe we have already demonstrated the value of increased
state support by our significant 1985-86 accomplishments. Consider the five
traditions in excellence on which this report focuses.



Undergraduate Instruction

ince the founding of the University in 1794, undergraduate instruc-
tion has been a primary focus of this institution. Literally
thousands of graduates have carried UT degrees into adult life and
successful careers.

Our alumni include Howard H. Baker, former majority leader of the
U.S. Senate and a possible presidential candidate; Clarence Brown, the
Hollywood director of such motion picture classics as “National Velvet” and
“The Yearling”; Robin Hood, winner of the Pulitzer Prize for photography;
Chris Whittle and Phillip Moffitt, UTK classmates who carved a new
niche in the publishing world by creating publications for the age group 13
to 30; Pat Head Summitt, coach of a gold-medal winning Olympic women'’s
basketball team and coach of Tennessee’s Lady Vols; and John W. Fisher,
chairman emeritus of the Ball Corporation and a former director of the
New York Stock Exchange.

The list could be continued indefinitely, but it is sufficient in this
abbreviated form to illustrate the broad scope and effectiveness of UT
undergraduate programs. In each case, a UT degree served as the perfect
complement to individual effort and initiative. The tradition continues.

Dr. William M. Bass, head of UT Knoxville’s Department of
Anthropology, this year was named national “Professor of the Year” by the
Council for the Advancement and Support of Education. More than 250
educators from 41 states and Canada were nominated for the honor.

Dr. Bass, frequently called upon by law enforcement agencies to
identify the remains of crime and accident victims, still teaches each quarter
an introductory anthropology course to a student-packed auditorium.

In addition, Dr. Bass has assembled at UTK a collection of skeletons
second only to the Smithsonian Institution, Washington, D.C.; and he has
taught approximately one-half of the nation’s board-certified forensic
anthropologists.

In eaming the “Professor of the Year” award, Dr. Bass brought
honor to himself, this University, and to the people of Tennessee.

At UT Martin graduating seniors continued to reaffirm the quality
of that campus’ undergraduate program by placing fourth nationally in
value-added testing as measured by the College Outcome Measures Project.
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Martin has ranked among the top four colleges and universities
nationally since it began participating in the testing program in 1980.

The COMP tests are the equivalent of “before” and “after” photo-
graphs. Exams are administered to samples of incoming freshmen and
outgoing seniors. The difference between scores reflects education gain, or
“value added.”

UTM also offered a variety of special study opportunities for under-
graduates, including such programs as University Scholars, Honors Seminar,
and Leaders-In-Residence.

In the University Scholars program, advanced students participated in
interdisciplinary study in addition to their regular course work. This year’s
graduating scholars investigated the causes of math anxiety in grade school
children, studied violence in 20th century literature, and examined the current
condition of Reelfoot Lake using old photographs for comparison.

Undergraduates at UT Chattanooga took advantage of special
opportunities to use computers through that campus’ Center for Excellence
in Computer Applications. Students in regular university classes from any
department used microcomputers for projects involving unusual graphics,
rapid response times, or specialized software packages.

Instruction was also enhanced by the Lupton Library, one of the
few libraries in the nation using a computerized catalog system. The effi-
ciency of the computerized system has made the standard library card
catalog obsolete.

UTC undergraduates also benefited as participants in a program
developed to improve writing skills. Entitled, “Writing Across the Cur-
riculum,” the program emphasized development of writing skills in a variety
of subject areas.

Expanded opportunities for minority students were available this
year through a cooperative program of the U.S. Forest Service and the UT
Institute of Agriculture’s College of Agriculture. The program, now in its
third year, increased enrollment of minority students in forestry studies
from two in 1983-84 to 11 in 1985-86. Summer employment for the stu-
dents is provided by the U.S. Forest Service.

Similar work-study opportunities, combined with scholarship awards,
helped the UTK College of Engineering raise its minority enrollment.
There were 133 blacks enrolled last fall, compared with 26 when the pro-
gram began in 1973. The students, with the assistance of 44 corporate
sponsors, work and attend classes in altemating quarters.

All three undergraduate campuses were participants this year in the
state’s Performance Funding Program. Proposed by the Tennessee Higher
Education Commission and adopted by the General Assembly, the program
permits each campus to eamn additional appropriations by making instruc-
tional improvements. Knoxville earned $3.8 million; Chattanooga,
$750,000; and Martin, more than $600,000.

Performance funding, which UT strongly supported, was developed
in an effort to tie state higher education appropriations more directly to
quality, rather than quantity. The formula funding method is substantially a
quantitative allocation system based on student head-counts.

In judging an institution’s performance, the THEC considers ratio
of accredited programs, tests in general education, tests in majors, outcomes
measures such as alumni and student surveys, and new programs for
improvements. The incentive for an institution is the opportunity to eamn
an award of up to five percent of its instructional budget.



The Knoxville campus attracted national and international atten-
tion for its efforts to measure instructional effectiveness. UTK was selected
as the United States’ case study for presentation in Paris at a conference on
education improvements.

Making the UTK presentation was Homer Fisher, UTK executive
vice chancellor; Dr. C.W. Minkel, vice provost for graduate studies; and
Dr. Trudy Banta, professor at the UTK Learning Research Center. The
conference, held in May, was attended by more than 100 university presi-
dents, administrative officers, and educators from throughout Europe.

The process of raising undergraduate admissions standards, approved
last year by this Board, continued during 1985-86. Full implementation of
the higher standards will occur in 1989. We look forward to admitting
students who have been better prepared for college-level studies.

Martin and Knoxville are getting ready to shift to the semester
system in 1988. The curriculum reviews necessitated by this calendar change
should have a significant impact on our instructional programs. Every
course is being evaluated to determine whether or how it will fit into the
bodies of knowledge to be covered in the new sequencing of material.



Graduate and Professional Instruction

he demand for education at the graduate and professional level
has grown tremendously in recent years to meet the demands of
an increasingly complex society. One hundred years ago
advanced study was the norm only for those pursuing careers in
medicine, law, and some levels of teaching. Today, however, advanced
study beyond the traditional four years of college is common in many fields.

Alumni of UT graduate and professional programs include three
Challenger astronauts, Henry W. Hartsfield, Donald H. Petersen and Rhea
Seddon. UTSI is the alma mater of Hartsfield and Petersen, while Seddon
is a graduate of the UT Memphis College of Medicine.

Of the various UT campuses and units, Knoxville this year offered
the widest range of graduate programs. The 1985-86 UTK Graduate School
catalogue listed master’s degree programs in 109 fields of study and doctoral
work in 51.

Only at UT Memphis, however, was graduate instruction the central
focus of a primary campus. As the home and primary base for public health
science programs in Tennessee, the campus began in January a year-long
observance of its 75th anniversary.

Health science instruction was complemented by excellence in
research and patient care, offering a wide and varied range of learning
opportunities for students.

Those opportunities were tremendously enhanced by the state’s
Centers and Chairs of Excellence program. The campus has successfully
secured matching funds to equal state appropriations for seven chairs.
Faculty appointments to five of those chairs have been made.

A new campus-wide Neuroscience Graduate Program was begun
this year, facilitated by the expansion of the Department of Anatomy to
include Neurobiology. The graduate program provides interdisciplinary
studies and specific research training in neuroscience.

The year also saw the continued development at UT Memphis of
two established Centers of Excellence, the Molecular Resource Center and
the Center for Neuroscience. A new center, the Center for Pediatric Phar-
macokinetics and Therapeutics, was created to investigate the effects of
medicines on children.

Graduate instruction at UT Knoxville was also enhanced by the
Centers and Chairs of Excellence program. Particularly noteworthy was the
centinued development of the Science Alliance between UTK and Oak
Ridge National Laboratories. The alliance is an inter-disciplinary project
involving the physical, chemical, and biological sciences.

More than 80 UTK faculty are now involved in the joint effort,
which also supports 100 graduate students and a smaller number of under-
graduates.



At UT Chattanooga, the Center for Excellence in Computer
Applications provided increased learning opportunities for graduate stu-
dents. Through the center, graduate students participated in a variety of
research programs including artificial intelligence, knowledge engineering,
and office/factory automation systems.

Research at the UT Space Institute complemented doctoral pro-
grams in aerospace engineering, engineering science, mechanical engineer-
ing, and physics; and master’s degree programs in aviation systems, chemical
engineering, industrial engineering, and mathematics.

Graduate students at UTSI benefited by expansion of the Center of
Excellence in Laser Applications to include research on laser applications
in materials processing.

At the UT Institute of Agriculture’s Veterinary Teaching Hospital,
consultation requirements and an increased number of referral cases this
year continued to provide students with many diverse learning experiences.
Cases involving large animals increased notably.

The Center of Excellence for Livestock Diseases and Human Health
continues to exceed expectations. Approval is expected in 1986-87 for an
expanded program and additional funding.

The College of Veterinary Medicine has received 300 applications
for the 1986-87 class, although only 60 will be admitted. The selective
admissions policy helps maintain a high level of instruction and educational
achievement.



Research

esearch has been defined as critical inquiry and examination

aimed at the discovery and interpretation of new knowledge.

However, in recent years the word “research” has taken on

some esoteric connotations. The word conjures up images of
spliced genes, laser beams, and whirling computer tapes. It’s all those
things, but more.

Research is the process by which we expand all knowledge. It’s how
we assure ourselves that the instruction we provide our students is based not
on last year’s knowledge, but today’s.

Research is an historian reading through the papers of President
Andrew Johnson, it’s an anthropologist analyzing a bone fragment, it’s
UTK’s professor Gary Sayler tracking genetically engineered organisms.

The state’s agriculture community has long been the beneficiary of
research efforts at the UT Institute of Agriculture. Through its pioneering
soil conservation studies, the institute earned an international reputation
while helping farmers control erosion.

A 20-county area of West Tennessee, where soil erosion is 10 times
the national rate, has been the focus of the research. One outcome has
been development of a no-till system of farming.

Sponsored research for government and industry worth approxi-
mately $9 million was underway this year at the UT Space Institute. The
institute’s considerable research capacity is expected to further increase as a

of a cooperative agreement signed this year with a major aerospace
contractor.

The agreement was between UT and Calspan, Inc., one of the
principal engineering operators at the U.S. Air Force’s Amold Engineering
and Development Center, also near Tullahoma.

The pact created the UT Calspan Center for Aerospace Research,
permitting UT and Calspan to collaborate on attracting research contracts
that neither could secure individually.

The UTSI Center of Excellence in Laser Applications completed
its first full year of operation by expanding to include research on laser
applications in materials processing.

A $597,000 grant to continue UTSI research of energy conversion
through magneto-hydrodynamics was awarded by Pittsburgh Energy Technol-
ogy Center of the U.S. Department of Energy.



At UT Memphis, the Centers and Chairs of Excellence served to
make faculty of the UT Memphis College of Medicine more competitive
for the acquisition of federal research funds. Faculty investigators this year
received $17.9 million in research grant and contract support, an increase
of $2.9 million from last year.

The number of funded investigators at UT Memphis increased from
136 to 153 this year, and the number of grants and contracts increased from
231 to 261. The National Institutes of Health remained the primary source
of research funding, providing $10.1 million, or more than one-half the
total.

A major highlight of the year included UT Memphis’ efforts in the
successful community-wide campaign to persuade St. Jude Children’s
Research Hospital to remain in the city. The effort depended in part on
expansion of UT Memphis’ research capabilities. Toward that goal, the
General Assembly approved special funding for five Chairs of Excellence in
pediatrics and more than $18 million was appropriated to renovate older
buildings to provide expanded research facilities.

Of all UT research efforts, perhaps the most ambitious is UT Knox-
ville’s Science Alliance with Oak Ridge National Laboratory. The goal of
the alliance is to further strengthen the quality of the East Tennessee area’s
science, education, research, and industrial technology development.

An integral part of the Science Alliance is the Distinguished Scien-
tists Program. Its purpose is to attract scientists and engineers of national
and international stature to the Knoxville-Oak Ridge area.

Each distinguished scientist carries a dual appointment as a full
professor at UTK and as a distinguished scientist within an ORNL research
division. Each position is funded by initial total annual support of $210,000,
the cost shared equally by UTK and ORNL. The funds are allocated one-
half for salary and the remainder for benefits and support of the scientist’s
research group.

Six distinguished scientists have been appointed. They are: Jerry
Mahan in the Department of Physics, David White in the Department of
Microbiology, Alan George in the Departments of Mathematics and Com-
puter Science, Bob Uhrig in the Department of Nuclear Engineering, Phil
Siemens in the Department of Physics, and Bob Hatcher in the Department
of Geology. During the next four to five years a maximum of 30 appoint-
ments are planned.

An example of research outside the laboratory is the collaborative
effort of three UTK learning researchers. Ohmer Milton, Howard Pollio,
and James Eison made an exhaustive national survey of grading practices
and attitudes.

Results of their research formed the basis of a book titled Making
Sense of College Grades, published this year by Jossey-Bass, San Francisco.
The researchers talked with students, faculty, parents, and business recruit-
ers about their perceptions and uses of grades.

Dr. Pollio has also achieved considerable notoriety for his research
on the subject of laughter.

Research at UT Chattanooga's Center for Excellence in Computer
Applications was expanded this year to include a variety of new projects.
The expansion will permit work on computer curricular integration, knowl-
edge engineering, and adaptation of computers for use by handicapped
persons. The primary focus of the center is development of computer appli-
cations using existing combinations of technologies.
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Private Giving

t is a particular pleasure to describe in this section the generosity of
the University of Tennessee’s alumni, friends, corporations, founda-
tions, and other associations.

Thanks to their support, the University’s Development Program is
the envy of many public institutions. In some gift categories, we set the
pace not only for public institutions in the South, but also for major public
universities nationwide.

We are extremely proud of the work that is done on behalf of the
University by members of the Development Council, the development
advisory groups at each campus, and the many other individuals who work
in a volunteer capacity in behalf of the University’s private fund-raising
program.

Private gifts to UT during 1985-86 increased 22 percent and totaled
a record $27.8 million. The significance of the new record becomes even
more apparent when we recall that only ten years ago we were delighted
when annual gifts totaled $5 or $6 million.

Special mention should be made of the UT National Alumni
Association’s extraordinary achievements in its effort to assist the Univer-
sity. As the association prepared to celebrate its 150th anniversary beginning
in October, it achieved yet another benchmark in a series of benchmark
years for alumni giving.

Through the UT National Alumni Association, nearly 36,000
contributors gave $3.3 million in 1985-86. Both these figures represent new
records and insure that UT will maintain its solid, number-one ranking
among public universities in the South. We are also confident that these
gift-giving records will maintain our ranking among the top ten public
institutions nationwide.

Since the UTNAA’s Annual Giving Program was established in
1962, more than $30 million has been given for academic enrichment of
uT statewide.

Primary emphasis of the annual giving program has always been to
provide scholarships for talented and deserving students and to recognize

utstanding faculty. The UTNAA scholarship program began in 1953 with
six $100 awards. Since then, thousands of students have received scholar-
hips valued in the millions of dollars.

At UT Memphis two significant deferred gifts were announced. In
both cases, the donors requested that no particular publicity be given to the
gifts. One gift of $760,000 will eventually benefit the Bowld Hospital
programs, and a $1.4 million gift will benefit the College of Medicine.

In addition, the faculty in the College of Medicine’s Department of
Obstetrics and Gynecology contributed $500,000 to match state funds for a
Chair of Excellence in that department.

This year ends the third and final year of UT Martin’s Campaign
for Quality, the first major capital campaign attempted for that campus. We
had hoped to raise $2 million through the campaign —a figure achieved last
year with a full year still to go. The final total, expected to be announced
soen, is likely to be significantly higher. In addition, Mr. and Mrs. Horace
Dunagan of Caruthersville, Missouri, made a gift of $100,000 for Martin
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scholarships. A special campaign to solicit gifts and pledges for the Pacer
Stadium surpassed its $300,000 goal.

UT Chattanooga was able to match state funds for four Chairs of
Excellence, thanks to gifts from American National Bank, Provident Life
and Accident, the Tonya Memorial Foundation, and the Westend Founda-
tion. A property transfer by Hospital Corporation of America to UTC was
valued at $1.5 million. UTC also received an unrestricted gift commitment
of $2 million from a donor who asked for no publicity.

UTC is particularly fortunate to enjoy the support of the University
of Chattanooga Foundation, one of the most successful private foundations
supporting a state-assisted university. The UC Foundation provides funds
for numerous special projects and research programs.

This year more than 100 UTC faculty took advantage of the oppor-
tunity to “borrow” UC Foundation funds at no interest for the purchase of
computers. The foundation also provided funds for establishment of a
Council of Scholars, which distributes cash awards and memberships to
deserving professors.

An outstanding gift of $1 million was received by the UT Knoxville
College of Engineering from a former chairman of the UT Development
Council, Bob Condra, and his wife, Evelyn. The gift will be used to match
two Chairs of Excellence.

ALCOA continued its long-standing tradition of support for UTK
with gifts totaling $173,000 to the Colleges of Business and Engineering.
The Fred M. Roddy Foundation added to its magnificent private support
record with gifts of $125,000. The Roddy Foundation has now given the
University more than $1.8 million.

Faculty and staff of the UT Institute of Agriculture this year made
pledges and gifts of more than $750,000 to lay the foundation for a major
fund-raising drive which will be publicly announced in November.

Named the Campaign for Agriculture, the development effort this
year had a primarily internal focus. Faculty and staff made their own com-
mitments, solicited major gifts, recruited volunteer leadership, and finalized
plans for the three-year campaign. So far, 87 percent of the institute’s
faculty and staff have contributed or pledged to the campaign.

Considering the correlation between the Chairs of Excellence and
private giving, it would be appropriate at this point to summarize the
program. The following data describe the 1984-85 and 1985-86 chairs:

Approved and Unapproved or
Campus e Matched Unmatched
UTK 6 5 1
UTC 4 3 1
UT Martin 3 1 2
UT Memphis 5 5 0
UTSI 1 0 1
Reserve JA 0 2
Totals 21 14 7

Of the assigned unmatched or unapproved chairs, UTC has a
match in hand for one, and UTK for one. UTC has a commitment for one
unassigned Chair and UT Memphis has two commitments for two unas-
signed Chairs.
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Public Service

he UT Agricultural Extension Service has long responded to the
needs of Tennessee agriculture, but not since the Great Depres-
sion has the state faced a farm crisis like the one which occurred
during 1985-86.

Caught in a financial bind between high production costs and low
prices for farm products, many Tennessee farmers tumed to the extension
service for assistance.

The extension service responded with financial management pro-
grams for farmers facing foreclosure and with marketing meetings to help
farmers leamn how to sell their products for higher profits.

Distressed farmers in 11 Tennessee counties were the original target
of the project, funded by a federal grant. The effort was later enlarged to
encompass another 40 counties.

The General Assembly has since provided funding to work with
financially distressed farmers throughout the state.

A special effort was made by the extension service to help farmers
cope with the stress caused by financial concemns. All extension agents
received special training to help them identify stress symptoms, leamn stress
management techniques, and determine when to refer individuals to mental
health counselors.

The UT extension service is just one of three UT components
usually associated with the University’s “outreach” or public service mission.
The other two are the Institute for Public Service and the Division of
Continuing Education. All three components are dedicated to helping
Tennesseans improve the economic vitality of their local communities.

IPS/CE cooperated this year to provide in-plant training for factory
workers learning statistical quality control. Two other offices of IPS and
CE, the Municipal Technical Advisory Service and the Center for Govern-
ment Training, also worked together to provide strategic planning sessions
for Tennessee cities.

In addition to new levels of inter-agency cooperation, emphasis was
given to enhanced linkages with state government departments. Examples:

® MTAS developed a nationally recognized wastewater technical
assistance program for the Tennessee Department of Health and Environ-
ment. UT recently was asked by the U.S. Environmental Protection
Agency to develop a pilot project, based on the MTAS program, that
would have nation-wide application.

® The Center for Government Training managed the final year of
a 36-month training program to improve the dispatching efficiency and
driving safety of local emergency ambulance services.

® The Center for Government Training and the Center for Indus-
trial assisted the Governor’s Safe Growth Team and the Tennessee
Department of Health and Environment in planning and conducting the
first Governor’s Conference on Pollution.
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We expect UT to become increasingly involved in efforts to assess
the abilities of Tennessee communities to provide government services for
new industry. The legislature this year appropriated funds to the Tennessee
Advisory Commission on Intergovernmental Relations with the expectation
that it will contract with IPS and UT Knoxville’s Center for Economic and
Business Research.

As we noted earlier in this report, UT is already an acknowledged
leader in the economic development of the state.

This leadership role placed us in the national spotlight last fall
when President Ronald Reagan visited our Knoxville campus to leamn first
hand about UTK’s cooperation with private enterprise.

Participants in the presidential briefing included Dr. Ralph Gon-
zalez, a UTK engineering professor whose work in image and pattemn
analysis led to the establishment of the Knoxville firm of Perceptics, Inc.;
and Dr. Randy Henke, a UTK botany professor whose research on plant
tissue cultures spawned another Knoxville company, Phyton Technologies.
We are proud of UTK’s association with these businesses, as well as with
others.

UT Chattanooga is integrally involved in Chattanooga’s effort to
increase the economic vitality of that community.

UT Memphis’ activities in health care, research, and health science
education form the basis of the Biomedical Research Zone in the city’s
downtown area.

Our commitment to Tennessee’s continued economic growth is also
reflected in the work of the UT Research Corporation. Founded in 1934,
the UTRC assists researchers and inventors through the patent and licens-
ing process. An example is Dr. Preston Dorsett’s test for rubella. Marketed
as “Rubascan,” the test was developed at UT Memphis and is used by
physicians throughout the United States.

Last December eight UT Memphis faculty members were recognized
for their patents: Dr. Edsel Bucovaz, professor of biochemistry; Dr. Nathan
H. Sloane, professor of medicine-endocrinology; Dr. Andrew Lasslo, profes-
sor and chairman of medicinal chemistry; Dr. Marion Dugdale, professor of
medicine; Dr. Patricia W. Belew-Noah, assistant professor of dermatology;
Dr. Edwin H. Beachey, professor of medicine; and, Dr. E. William Rosen-
berg, professor of dermatology.

Last month, five UT Knoxville professors whose work has produced
patents were honored by the UTRC. Honored were Dr. James L. Adcock,
associate professor of chemistry; Dr. Mack A. Breazeale, professor of physics;
Dr. Leslie G. Hickok, associate professor of botany; Dr. Thomas Kerlin,
professor of nuclear engineering; and Dr. Gleb Mamantov, professor and
head of chemistry.

UTRCs services are also available to members of the general public.
Individuals outside the University can come to UTRC for assistance in
commercialization of their inventions.

UT’s Venture Capital Center, established at the suggestion of Gov.
Lamar Alexander, helps inventors and researchers find financial support to
turn their discoveries and ideas into commercial products.

The Venture Capital Center also promotes new business start-ups.
Approximately 44 proposed or on-going companies were interviewed this
past year for proposed venture capital funding. Three of these companies
received a total of $14.5 million, with another $6 million in debt financing.
The Research Corporation and the Venture Capital Center serve as models
for similar efforts throughout the nation.
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University-Wide Developments

verall University enrollments declined slightly during 1985-86,

although the UT Chattanooga campus reported an increase.

The general enrollment decline reflected the gradual raising

of University admissions standards and a nationwide decline in
the number of college applicants.

A comparison of 1984 and 1985 enrollments:

Campus 1984 1985
Chattanooga 7,474 7,564
Knoxville 26,158 25,397
Martin 5,366 5,053
Memphis 1,883 1,800
Total 40,881 39,814

UT allocated funds during 1985-86 for several major capital
construction and maintenance projects. Largest of these projects was a
$7.5 million consolidated animal facility at UT Memphis. Other allocations
included $3.7 million for library equipment at UT Knoxville, and
$2 million for renovation of UTK’s Dabney Hall.

Capital outlay funds approved this spring by the General Assembly
for UT during 1986-87 included the following projects:

® UT Memphis Library Nursing Building $1,500,000
® UT Memphis Pathology Building Renovation 3,425,000
® UTK Dabney/Buehler Renovation 7,000,000
® UT Memphis Mooney Building Renovation 2,050,000
® UT Agriculture Institute West Tennessee Office Building 4,000,000
® UT Memphis New Surge Space 3,625,000
® UT Memphis Wittenborg Building Renovation 7,675,000
® UT Martin Agriculture Pavilion Addition 700,000

Capital maintenance funds approved for UT during 1986-87
included the following projects:

Knoxville
® Roof repairs and replacement $395,000
® Glocker Business, replacement of chiller

and air conditioning upgrade 450,000
® Electrical system, E. White Ave. 750,000
Chattanooga
® Roof repairs and replacement 210,000
® Grote Hall, modify air conditioning 275,000
® Founders Hall, air conditioning and

electrical renovations 650,000
® Patten Chapel, upgrade mechanical systems 170,000
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Space Institute

® Resurface roads at main academic building 90,000
Martin
® Cooper Hall Renovation 980,000
Memphis
® Child Development Center, new cooling tower 130,000
® Faculty and Hyman Buildings, extension of

hot and chilled water lines 325,000
Institute of Agriculture
® Spinning Laboratory, renovation 150,000
® Fiber Research Laboratory, renovation 120,000
System-wide
® Asbestos removal 316,000

Additional appropriations approved for UT during FY 86-87 are
noted below in a comparison with FY 85-86 appropriations.
|

Appropriated Appropriated
1985-86 1986-87
(Note A) (Note B)
Formula Units
UT Chattanooga $ 19,647,600 $ 22,509,000
UT Knoxville 94,803,400 106,133,000
UT Martin 15,763,700 17,506,000

$130,214,700 $146,148,000

Sub-total formula

Non-Formula Units

Medical Units $ 29,571,500 $ 34,103,000
College of Medicine 20,454,800 22,652,000
Family Medicine 2,399,800 2,575,000
Agriculture

Experiment Stations 10,232,300 12,208,000
Extension Services 13,022,900 15,022,750
College of Veterinary Medicine 6,745,300 7,619,000
Public Service and Continuing Education

Institute for Public Service 1,760,900 2,106,800
MTAS 777,400 891,000
CTAS 574,400 637,000
Continuing Education 1,474,100 (Note C) 1,282,000
UT Space Institute 2,716,100 3,426,000
University-wide Administration 1,783,800 1,972,000
Sub-total non-formula $91,513,300 $104,494,550
Grand Total $221,728,000 $250,642,550
|

NOTES:

A. Does not include $8,222,670 appropriated to UT institutions in FY 1985-86 for Centers of Excel-
lence, nor does it include UT’s portion of $10 million for Chairs of Excellence.

B. Does not include $10,401,000 appropriated to UT institutions for FY 1986-87 for Centers of Excel-
lence, nor does it include UT’s portion of $10 million for Chairs of Excellence.

C. Included a one-time appropriation.
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PROFILES

We have profiled eleven special people whose efforts exemplify the University of Tennessee’s traditions in excellence.

Henrietta Bada

Babies born prematurely are at high
risk to suffer strokes during the first five
days of life. Dr. Henrietta Bada wants to
find out why.

An associate professor of pediatrics at
UT Memphis’ College of Medicine, Bada is
principal investigator of a multi-department
research team trying to solve the problem.

The researchers use a computer to
keep continuous (32 times per second)
records of the infants’ blood pressure, pulse,
oxygen, and nitrogen levels.

Early, and still tentative results, indi-
cate the babies may be almost frightened to
death by sudden noises or movement around
their cribs.

Bada’s research is funded by a $1.2

million grant from the National Institutes
of Health.

William M. Bass

Dr. Bill Bass, head of the UTK
Department of Anthropology, is 1985-86
“Professor of the Year.” Bass was selected
for the honor from among 256 nominations
received by the Council for the Advance-
ment and Support of Education. The
nominees represented 41 states and Canada.

“I think if you are a good teacher, you
need to do research in your field,” says Bass.
“If you are going to do research, you need to
share the results of that research with your
students and with society.

“I think I should repay society by using
some of the things I've leamed in anthropol-
ogy to help solve some of the problems we
face today.

“It’s exciting to be at a University
that is concemed about and is raising its
standards in the pursuit of academic excel-
lence. Through Tennessee’s Better Schools
Program, this institution is receiving the
funds to attract and retain the very best
faculty.

“Innovative efforts like the Centers
and Chairs of Excellence say to the nation
that Tennessee is serious about being a
leader in educational reform.”
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Litton Cochran

Litton Cochran gives an annual
speech to McDonald Hamburger Restau-
rants scholarship recipients. Cochran, since
1964, has given nearly $150,000 in
academic assistance to UT Knoxville stu-
dents. Cochran has also served as president
of the UT National Alumni Association
and on the UT Development Council. An
excerpt from his speech —

“In those days, Mr. Jack Walker was
treasurer of the University of Tennessee, so
[ went to see him and [ told him my story.
[t wasn’t an especially good story. 1 couldn’t
offer any proof that | was exceptionally
bright, that I was somehow outstanding. |
just told him the truth—that I wanted an
education, but I couldn’t afford it.

‘At the risk of losing his reputation as
a man wise with his money, Mr. Walker
made me a loan so I could finish my educa-
tion. There was one stipulation —he made
me promise that if [ was ever in a position
to do the same for someone else, that I
would.

“I'm here today, keeping that promise.
There’s only one stipulation. I don’t expect
you to repay me. | don’t want you to. | do
hope, however, that if you're ever in a posi-
tion to do the same for someone else, you
will.”

18

Charles Davis

“Anybody who leaves this University
saying he's been cheated of a good educa-
tion, has probably cheated himself,” says
Charles Davis, free-safety for the football
Volunteers. “An education is only as good
as what you put into it.”

One of seven UT Knoxville students
recognized this spring by Chancellor Jack
Reese for extraordinary leadership and service
to the campus, Davis is proof positive that
athletics and scholarship are compatible.

“We're here to get an education just
like anyone else,” says Davis. “Our scholar-
ship papers make it clear that sports is not
the only reason we're here.”

With another season to play because
he was red-shirted as a freshman by Coach
Johnny Majors, Davis completed his under-
graduate studies in the spring and will do
graduate work in political science this fall.

Davis intercepted three passes during
the 1985-86 season. One of the three was
during the Vols’ romp over the University
of Miami in the Sugar Bowl.



Nicholas Honerkamp

If Dr. Nicholas Honerkamp can help
his students at UT Chattanooga, he'll do
it—even if it means wearing a chicken mask
over his head.

The chicken mask sometimes comes
in handy on exam day when students are
on-edge. Honerkamp uses the mask to
“break the ice” so the students will relax
and, hopefully, score better on the test.

Honerkamp holds a joint appointment
as a UTC professor of anthropology and
director of the Jeffrey L. Brown Institute of
Archeology.

A graduate of the University of Florida
with master’s and doctoral degrees in
anthropology, Honerkamp recently served
as principal archeological investigator for a
prehistoric and historic site test program
near Savannah, Georgia.

The professor continues to work on
historic and prehistoric Heritage Place Site
in Chattanooga, sponsored by Stone Fort
Land Company.

Joseph L. Huffine

Despite economic problems which
faced American agriculture this past year,
Joe Huffine and other graduates of the UT
Institute of Agriculture’s College of Agricul-
ture are optimistic.

“The American agriculture system
will overcome its difficulties,” says Huffine,
a June graduate. “Like many other Amer-
ican industries, agriculture is going through
a metamorphosis.”

A survey of recent UT College of
Agriculture graduates indicated more than
95 percent were pleased with their educa-
tion and the opportunities that education
afforded.

Huffine spent the summer working on
the family farm near Jonesboro, but he
aspires to a career promoting agriculture.

“What I'd really like to do,” says Huf-
fine, “is eventually find a job that would let
me be a spokesman for agriculture. I'd like
to spread the good word about agriculture.”
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Stephen T. Kitai

Dr. Stephen T. Kitai is an eavesdrop-
per. He listens in on “conversations” to
learn the secrets of Parkinson, Huntington
and Alzheimer. The conversations are
between brain cells and the culprits with
the long names, well-known neurological
disorders.

Why communication signals within
the brain are sometimes interrupted, mud-
dled, or confused has been the focus of
Kitai’s research for many years.

Director of the UT Memphis Neuro-
science Center of Excellence, Kitai offers
graduate students in psychology, biology,
and biochemistry the opportunity to study
in his program while working toward
advanced degrees.

Kitai recently received the coveted
Jacob Javits Award which assures funding of
his research for seven years by the National
Institutes of Health.

20

Ted McDonald

Dr. Ted McDonald, professor of ani-
mal science in the UT Institute of Agricul-
ture’s College of Veterinary Medicine, is
one of the United States’ foremost research-
ers in platelet physiology.

A Loudon County native and UT
alumnus, Dr. McDonald is most noted for
his discovery of the protein hormone throm-
bopoietin.

“Thrombopoietin,” Dr. McDonald
explains, “is critical to the survival of
humans and animals —without it we would
literally bleed to death.”

McDonald hopes his research will
lead to production of synthetic throm-
bopoietin which could help an estimated
50,000 people suffering from certain genetic
diseases.

The professor earned his under-
graduate degree in animal husbandry. After
a two-year stint as an assistant UT Exten-
sion agent in Henry County, McDonald
earned a master’s degree. An interest in
pathology/physiology led McDonald to
make a career change, followed by more
study and a doctorate in animal science/

biochemistry at UT in 1965.



Irvin D. Reid

Dr. Irvin D. Reid, dean of the UT
Chattanooga School of Business Adminis-
tration, thinks his faculty and the Chat-
tanooga business community have a lot to
leamn from each other.

To bring the two groups together,
Reid has established community outreach
programs for the school.

A program called Executive-In-Resi-
dence brings community business leaders to
campus to consult with business students
and faculty. The executives also teach occa-
sional courses and seminars.

Another insight on “real world” busi-
ness practices comes through the school’s
Faculty Fellowship Program. Through the
program, faculty members work as intemns
in the business community.

“Instruction is enhanced by faculty
who bring first-hand business experience
into the classroom,” says Reid, who earned
master’s and doctorate degrees in business
and applied economics at the Wharton
Graduate School of the University of
Pennsylvania.

Jimmy N. Trentham

“I'm giving two tests today,” Dr.
Jimmy N. Trentham sometimes tells his
biology classes at UT Martin, “one in biolo-
gy, the other in honesty. If you fail one, let
it be biology.”

Trentham believes undergraduate
education should go beyond lectures and
textbooks, facts and figures, to help students
establish the priorities which will guide
them through adult life.

Trentham, who came to UT Martin
in 1965, is fully committed to UTM’s role
as an institution dedicated primarily to
undergraduate instruction.

“What we do at UTM is teaching,”
says Trentham, “the public service and
research is to keep us alive academically,
not necessarily to advance knowledge.

“It’s exciting when | can lead a group
of students to understand something very
complex. Teaching involves taking complex
concepts and simplifying them so that
others can understand. Teaching is the art
of simplifying without distorting.”
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Robert E. Uhrig

Dr. Robert E. Uhrig is representative
of the teaching scientists joining the UT
Knoxville faculty as part of the campus’
Distinguished Scientist program. An expert
in the field of nuclear reactor analysis,
Uhrig leads teaching and research programs
at UTK and Oak Ridge National
Laboratories.

With safety technology based on artifi-
cial intelligence systems to quickly evaluate
nuclear reactor functions, accidents such as
Three Mile Island might never have oc-
curred, says Professor Uhrig.

Uhrig, who came to UTK in early
1986, was vice president of Florida Power
and Light for the past 12 years and former
dean of the College of Engineering at the
University of Florida.

Other Distinguished Scientists at
UTK include Dr. Robert D. Hatcher Jr.,
geologist; Dr. Philip J. Siemens, physics;
Dr. J. Alan George, mathematics and com-
puter science; Dr. David White, biologist
and physician; and Dr. Gerald Mahan,
physics.

UTK and ORNL plan to add up to
30 Distinguished Scientists during the next
few years.
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Financial Perspective

ncreased state appropriations, unprecedented private giving, and
sound management combined during 1985-86 to put the University
of Tennessee in its best financial condition ever.

The University’s improved financial position gave added credence
to UT’s reputation among peer institutions for astute money management.

UT’s reputation for excellence in fiscal management was achieved
by individuals committed to progress through responsible decision making
and implementation of innovative management techniques.

Evidence of the effectiveness of this financial management approach
was represented by many cost reduction measures and millions of dollars
saved.

The University has pioneered in several new fiscal management
techniques. Among higher education institutions, UT was first in the
nation to provide traveling faculty and staff with charge cards to replace an
inefficient and costly cash-advance system.

The charge card system earned a Cost Reduction Incentive Award
sponsored by the National Association of College and University Business
Officers and the United States Steel Foundation.

UT in 1985 also became the first university in the nation to com-
bine a variable rate bond issue with a line of credit to finance major
equipment purchases.

The University secured this special arrangement through the Tennes-
see School Bond Authority, saving more than $1.1 million in interest
charges during the first 18 months following issue of the bonds.

For four consecutive years, UT has been ranked first among public
institutions in the total market value of funds in charitable remainder
trusts, according to the National Association of College and University
Business Officers. At June 30, 1986, the University had $18.9 million in

remainder trusts.

23



These trusts represented donations made to the University with the
stipulation that periodic payments be made to either the donor or other
designated recipient from the income earmed by the fund. Upon the death
of the beneficiaries of the trust, the trust is terminated and the principal is
used for the benefit of the University according to the wishes of the donor.

UT continued to be well represented on national organizations for
higher education finance. For example, UT Vice President for Business and
Finance Emerson H. Fly recently was appointed chairman of a national
committee asked to resolve a dispute about accounting principles for higher
education institutions.

Revenue Growth

In the three years since Gov. Lamar Alexander and the General
Assembly started the Better Schools Program, the University has received
more than $200 million in new state appropriations.

These additional appropriations, together with additional revenues
from student fees and income from a variety of other sources, brought more
than $248 million in new operating funds to the University.

Capital outlay funds for major construction and renovation projects
added another $89 million for a total of more than $337 million in addi-
tional funds.

The increase in funding provided by the Better Schools Program
afforded the University an opportunity to correct some deficiencies and
respond to a number of major funding priorities for improving the quality of
academic programs and supporting services.

Student fees were raised in 1985-86, and similar increases are sched-
uled for next fiscal year. The fee adjustments paralleled rising levels of state
appropriations.

Fees are based on a Tennessee Higher Education Commission policy
which provides for a 70/30 ratio between state funding and student fees.
Fee increases varied campus to campus, ranging from a low of nine percent
to a high of 20 percent.

Revenues from auxiliary enterprises, hospitals, grants, contracts,
and other sources also increased to bring the University’s total revenues to
$625 million for the year. The following chart shows the growth in total
revenues during recent years.

GROWTH IN CURRENT REVENUES

other
hospitals

gifts, grants,
and contacts

m auxiliary
enterprises

[J tuition and fees

state
appropriations
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Investment Program

Another element in the financial strength of the University was the
growth in endowment and other funds invested for the benefit of the Uni-
versity. The market value of these funds surpassed the $100 million level
during 1985-86. The following chart illustrates this growth from $50 million
in 1982 to $121 million at June 30, 1986.

FUNDS INVESTED FOR BENEFIT OF UT

Chairs of
L Excellence

ucC

Foundation

Life Income

Trusts

O Separate

Endowments

- Endowment

Pool

The University’s philosophy for investment of endowment funds
related directly to the perpetual nature of these funds. Consideration was
given to current program spending demands and the need to protect the
purchasing power of the funds over an unending time horizon.

The University’s investment policies reflected an emphasis on
increasing the value of individual endowment funds to offset inflation while
generating sufficient income to meet the spending needs of programs. The
University employed external investment counsel and consultants to help
generate superior investment returns.

The University's Consolidated Investment Pool consisted of 641
endowment funds which represented the core of UT’s invested funds. By
pooling the 641 endowed funds for investment purposes, closer supervision
was possible and each eligible endowment and quasi-endowment had the
advantages of participation in a diversified portfolio of carefully selected
investments.

This endowment pool tripled in value during the past four years,
from a total market value of $16 million in 1982 to $48 million at June 30,
1986 (exclusive of income). The growth resulted from $17 million in new
gifts for endowment and $15 million from investment performance.

The pooled fund allowed each contributing endowment fund to
participate in the income and capital appreciation of the pool on a per
share basis equal to its contribution into the pool.

For the year ended June 30, 1986, the pool had appreciation in
market value of 14.6 percent and income of 6.3 percent, for a total return
of 20.9 percent. The average annualized return for the past four years was
23.3 percent.

This investment performance can be illustrated by the chart on

page 26. The chart illustrates a typical endowment fund with a market
value of $100,000 at June 30, 1982. Assuming that this endowment fund
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purchased shares in the pooled fund at that date, the current market value
of the endowment fund at June 30, 1986, would be $170,600.

In addition to market value appreciation, the fund would have
earned $38,200 in income. The cumulative income added to the market
value growth yielded a total return represented by the top line on this
chart. The total investment return was $108,800 over four years on the
original investment of $100,000.

[LLUSTRATION OF ENDOWMENT
INVESTMENT PERFORMANCE

total retum

$208,800

cumulative
income for
spending

$170,000
market value
of investments

1982 1983 1984 1985 1986
years ending June 30

The University also had $10 million in separately invested endow-
ment funds. These funds were separately invested due to donor restrictions,
characteristics of the investments, or other considerations.

The University’s total endowment of $58 million, with the $19
million in charitable remainder trusts mentioned earlier, provided a total
market value of $77 million for investments reflected on the financial
statements.

The University of Chattanooga Foundation

The University of Tennessee at Chattanooga is the sole income
beneficiary of the University of Chattanooga Foundation. The foundation
is a separately incorporated, not-for-profit entity organized for the purpose
of promoting the educational mission of the University of Tennessee at
Chattanooga.

The activities of the Foundation are governed by a Board of Trus-
tees. The financial statements of the University do not include financial
data of the Foundation.

The market value of the Foundation assets at June 30, 1986, was
$29.5 million which compared to $25.5 million the previous year. During
the year ended June 30, 1986, the Foundation provided $1.5 million to
UTC for support of designated projects. Since the Foundation was created
17 years ago, it has contributed more than $12.6 million to UTC.

Chairs of Excellence Endowment

The General Assembly appropriated $17.5 million during the past
three years to establish a Chairs of Excellence Endowment for the Univer-
sity of Tennessee. The appropriations provided for the Chairs of Excellence
Endowment were made as an irrevocable trust by the State Treasurer.
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For the University to activate the state’s portion of the endowment,
it must match the appropriation on a one-to-one basis. A UT Chairs of
Excellence Endowment totaling $35 million will be established when the
matching is completed.

The Chairs of Excellence Endowment was created to enable the
University to attract, retain, and support outstanding faculty members.

As of June 30, 1986, the University had matched 14 Chairs of
Excellence, each endowed by $1 million. At that time, four commitments
for matching additional chairs had been made by donors with matching
contributions scheduled for early 1986-87.

The financial statements of the University do not include financial
data of the Chairs of Excellence Endowment.

Cash Management

The University of Tennessee, unlike many public universities in
other states, has direct responsibility for management of its financial
resources.

Because the University directly benefits from interest earnings, the
University has carefully structured a centralized cash management program
to keep every dollar constantly at work.

Temporary investment of idle cash was an important revenue source
for UT, and all campuses and units shared in the returns generated by this
program.

The average return on cash management assets during 1985-86 was
8.89 percent compared with 7.27 percent paid by a representative institu-
tional money market fund during that period.

A key factor in the ability to generate this additional return resulted
from an investment strategy initiated in 1983. The higher average returns
provided by the strategy allowed the University to earn more than $3.5
million in additional interest since 1983 with no significant increase in risk.

Another factor in this cash management success is a system which
provided for deposits to be made in local banks across the state and then
automatically concentrated in a Knoxville bank account for immediate
investment.

In addition, the University Treasurer’s Office recently installed a
Treasury Management Information System to allow computerized daily
monitoring of bank balances and transaction activity.

Self-Supporting Operations

The UT Memorial Research Center and Hospital at Knoxville and
the William E Bowld Hospital at Memphis are self-supporting operations
with income provided from patient care activities.

Despite increased competition in the health care industry and a
decline in patient census in hospitals in the Memphis and Knoxville areas,
both hospitals closed the 1985-86 year with a profit.

The Bowld Hospital, which incurred a $10 million debt to finance
working capital in 1983, was significantly ahead of the original repayment
schedule.

Although the loan was to be amortized during a 10-year period,
more than $4 million in early principal payments have been made by the
Bowld Hospital to reduce the remaining balance of the loan to under
$4 million. The Bowld Hospital is now five years ahead of the original
repayment schedule.
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Other self-supporting operations of the University include residence
halls, dining facilities, parking, bookstores and the men’s intercollegiate
athletics program at UT Knoxville. These auxiliary enterprise operations
are expected to generate sufficient revenue to cover all operating expenses
and retire debt on schedule.

These operations also are expected to cover maintenance and repair
expenses from current operations revenues or accumulated reserves.
Auxiliary enterprise operations produced $62 million in revenues during
1985-86 and operated at a profit.

Capital Outlay Programs

Expansion of University facilities continued at a record pace during
the year. Expenditures for capital projects totaled $46.9 million during
1985-86. During the period, 20 projects were completed at a cost of $11.4
million.

Twenty-six additional projects worth $87.4 million were under
construction. Funded for construction and in the design stage were an
additional 18 projects with an estimated value on completion of $31.6
million.

All active projects, including those completed during 1985-86 and
at various levels of completion, totaled $130.5 million. A summary of
major capital construction projects completed and underway can be found
on pages 48 and 49 of this report.

UT’s major capital maintenance projects were funded by the legisla-
ture through a program of restricted appropriations. The program has
helped preserve the state’s investment in educational facilities by providing
for repairs and renovations. The legislature appropriated $5 million for
major maintenance and renovation projects during 1986-87 at UT.
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Management Responsibility for
Financial Statements

he financial statements on the following pages have been
prepared  general conformance with College and University
Business Administration, which sets forth generally accepted

accounting for colleges and universities.
The management of The University of Tennessee is responsible for
the and objectivity of these financial statements.
Management believes that the highly developed

system of internal accounting controls provides reasonable assurance
that assets are protected and that transactions and events are
properly recorded. The system of internal controls is maintained by
establishment and of fiscal policies and procedures,
careful of qualified financial staff, and an extensive program
of internal audits and management reviews.

The financial have been audited by the State of
Tennessee, Comptroller of the Treasury, Division of State Audit. The
auditor’s report, as shown on page 41, is based on audit procedures
described in the first paragraph of their report, which include
obtaining an of University systems, procedures and
internal controls, and performing tests and other auditing procedures
sufficient to reasonable assurance that the financial statements
neither are materially misleading nor contain errors.

The statements contained in this report are intended to
provide a of the flow of financial resources of the University

the fiscal year 1985-86 and the balances available for the
future. A separate publication entitled Report of the Treasurer 1986
contains details, supporting schedules, and appendices and
is designed to supply analysis of important items summarized or
consolidated in the financial statements of this report. The
publication is available for those who wish to make a more extensive
analysis of the University’s operations.

Respectfully submitted,

A. David Martin

Treasurer

Vice President for Business
and Finance



Balance Sheet

June 30, 1986 With Figures at June 30, __ __
ASEETLS
CURRENT FUNDS 1986 1985
Unrestricted
General
Cash and Cash Equivalents ote ) ..................... $ 46,5752 1. 7........ $ |
Interest e 2,228,726, 2 ........ 1,858 791.09
Accounts (Net After of $908,296.00 5,382 396.26 ........ 4,686,567.65
Inventories (Note 5) ....... ... ... ... . ... . ... ... 53 ........ |
Prepaid | _ ipndeRefemedsChrprsrrarar 0288 . ... . .. 721,891.38
Due From Other Funds. ............. .. ... ... ........... e 8,615.83
Total s .
Enterprises
Cash and Cash Equivalents (Note 3) . ................. ... $ 11,387,766.16 ........ $ 10,751,337.36
Accounts Receivable (Net After of $1 1,407 7535 ........ 1,460,183.61
Inventories (Note 5) ........ ... ... .. .. ... ... ... ... ... 3,464,521.77 ... ... 3,263,470.80
Deferred Charges ......... ... i, 31,795.72 .. ... ... 37,419.49
Total Auxiliary Enterprises. ...................... .. $ 16,291,959.00 ........ $ 15,512,411.26
Hospitals
Cash and Cash (Note 3) ... $ 10,447,514.12 ........ $ 3,538,062.14
Accounts Receivable (Net After Reserve of $14,150 609.42) ... 23,237.389.36 ........ 27,619,476.93
Inventories (Note 5) ....... ... . ... . ... .. ... 1,204,35 91 ........ 1,276,904.51
Deferred Charges . ........ ... .. ... ... ... .. ... ... 102,228.00 ........ 1,784,685.50
Stocks (Note 6) .. ..ot 25, - ... 5,833.313
Restricted
Cash and Cash Equivalents (Note 3) ....................... $ 15,950,258.91 ....$ 10,322 695.97
| Receivable-Educational and General . .............. 12,183 44.80 ... 12,868,476.41
Accounts Receivable-Hospital ............ ... ... ... .. ... 502,116.53 ce 412,673.66
Bonds O) 395,601.3 o 390,704.38
' (NOte 6) ..ot 39,672.26 L
T OASSEES o
Total Restricted .......... ... .. .. .. .. ... ... ... 29 106,493.88 ... $ 24,097,498.67
TOTAL CURRENT FUNDS ....... . ............. $140,333,978.90 .. $129,217,217.13
LOAN
Cash and Cash Equivalents ote 3)........................ $  ,143,244.9] .09 2,132,886.38
Int re't Receivable ... ... ... . . . . . . . 329,839.51 . 311,112.01
Note- Receivable (Net Reserve of $1,352,695.82)........ 22,919,687.37 ... 22,232,698.07
Real Estate (Note 6). . ... .. ... . 34,908.83
TOTAL LOANFUNDS .......................... ... % 24711,605.29



AND FUND BALANCES

CURRENT FUNDS

General
Salaries and
Taxes
Deposits and Advance Payments
Deferred Revenue
Accounts
Compensation

Fund

Reserve

Working
for Encumbrances
Reserve for Un xp nded $
¢ for
Unallocated

General

Auxiliary Enterprises
Deferred
ounts Payable
Fund es
for Working Capital (Note 7)
rve for Encumbranc

Unallocated
Total Auxiliary

Hospitals
Accounts and Notes Payable
Accri d s
Revolving Accounts

Balances
Reserve for Working Capital (Note 7)
Memorial Hospital-Kno ville
William F. Bowld Hospit I-Memphis

for Encumbranc s
Memorial Hospital-Knoxville
William F. Bowld Hospital—Memphi
Unallocated

Memorial Hospital-Knoxville
William F. Bo Hospital-Memphi
Total Ho pitals

Total Unrestricted

Restricted
Depo it
Accounts Payable
Fund Balances

General

Hospital

33

8,803.741.19
11,37 , 59.02
6,975,296.32
1,632 87.77
6,33  35.52

617.56

9, 59,85 .86
341341881
109,11 .66
1,67 ,494.92
3977,177.86

. J—

$ 8,746,063.08
978,240.9
38,436.1

21,477,051.01
2,964,697.26

893,361.89
953, 81.60

2,323,404.01
3, 5,933.12)........

1,680,119.57 ........

2 ,253,807.57
156,860.91
965,1 7.

1985

$ 8,152,217.78
10,848,082.31
6,007,575.05
1,011,229.45
5,709,117.47
2,587,531.96
113.44

4,344,561.34
1,036,667.51
2,532,234.52
3,085,412.10

$ 55,382,344.79

332,382.30

841,968.39

25,040,674.14
3,631,088.03

1,197,188.77
382,103.89

(3,321,594.57)
(4,726,333.86)

$ 34,224,962.41
$105,119,718.46

7,428.64
1,235,569.04

21,720,698.8
141,603.09
992,199.07



Balance Sheet

ASSETS
ENDOWMENT AND SIMILAR FUNDS 1986 1985
Cash and Cash Equivalents (Note 3)........................ .. $ 7,21 ,701.35........ $  4,469,649.47
AcconntstRiccervablcis VA I SRR, Fe' ol in s o i A St L 505,159.20
NotestRlegaivakle i u f aa L b I e A L L, K 363,21 4 ........ 630,141.55
BondsuINGreE 8) 5 e ande mp s e Mon ks PEImps w of T apmfigder 71 B = vl 15,651 463.87 ........ 15,220,300.79
Assets With The University of
@hatranedrat EoundationMimchumune 55y L1 BT EREESS L v LI 1,000,000.00........ 1,000,000.00
ASS TSIl ANB Y R @ Fhicrs s P e (S T S UL R il 7R 125,690.00........ 125,690.00
StockshiN oIS T LA TS DL A e e e B A 20,460,892.08
R calfEstaten(Norers) i vl S SREREE T 5 D s S A [N 2,416,96 50........ 2,267,668.50
Cther JASSCtS Tr b e b g s R P P S s e L. 271,014.53
TOTAL ENDOWMENT AND SIMILAR FUNDS ......... 51,49 , 42.68 ........ $ 44,445,356.92
LIFE INCOME FUNDS
Cash and Cash Equivalents (Note 3)................ . ...... ... $ 2,390,211.69........ $ 378,422.46
A COUR ISR CCRAVA Lol T A s R T S BT B A o T R 229Ld08 . ... ... 5,727.50
NG {0 P RVE O o et o8 015 by 5 B b b e e A S USOSGEA0TY . . . . . . . 381,149.66
BondstNOreRS ey o YRR SO i e e Dot Bt ks 4 i SIOSSIOZ0NEN . . . . . . . 7,281,745.16
M INICTE S e SIr A 5o & b iy h & oot s et S A AR B Ll b o b 4,582,840.47 ........ 4,528,742.33
RiealPEstate (N telS) fat far e SRR IS ISR e bl 1N r T St o 849,865.50". . ... ... 953,365.5
TOTAL LIFE INCOME FUNDS .. ... ... $ 17,009,536.70 ........ $ 13,529,152.61
PLANT FUNDS
Unexpended Plant
Cash and Cash Equivalents (Note 3)........................ $ 34,694 175.27 ........ $ 12,980,296.36
ACcoumtSIRICCEIvA D] A, A R E e R L N e A hron. 8 bt 272,1. 086 . ...... 493,167.62
NotesReaeivabley 3 i B e e 1hrs o S e - 5 sRem e 3 URESSESE . . . . . . . 6,104,325.56
Bond sENGOREE0)EE. Hre I ARSI SFSE=cE i Sy - = N b i B i PRASORON . . . . . . . 2,250.00
SRS INIT A () s it e o B 5B e s Bl s SRR ST o ok oy s JAG 2 _ b he 26,250.00
)R SR 2 N T EN) L LS Dm0 e e 3 R T i 194 650.00........ 194,650.00
State Education Building Bond Appropriations . .............. 1,046 882.73 ........ 1,328,131.66
Authorized Bond Issues-Tennessee State
School Bond Authority ... o 34,30260 6 ........
Total Unexpended Plant . ........... ... ... ... .... $ 74,516,843.59 ........ $
Retirement of Indebtedness and Renewal and Replacement
Cash and Cash Equivalents ote 3)...................... .. $ 15,07 ,991.42 ........ $ 13,382,323.34
Assets With Trustees
Tennessee State School Bond Authority ................ ... 21, 36,473.16 ........ 17,133,750.92
Telephone System Reserve Funds ......................... 1,125,773.99 ........ 1,155,649.93
Total Retirement of Indebtedness and
Renewal and ... $ 38,041,238.57........ $ 31,671,724.19
Investment in Plant (Note 10)
Land . .o e $ 2444462952 ... ..... $ 24,114,686.28
Biiliclimce =4 e A= P st B SRRl oy ) e 564.750:0595 207 . . . . . .. 526,284,449.87
[mprovements 1@t Cnt R At B el imas s =k b et 45 et et R 31,27 [ (MR 29,071,389.97
G UIDIMOHLE (DO 1 R e e P e L s 146,3.8,969.85........ 127,907,848.17
Library Books (At $20.00 Per Volume) ...................... 50,304,920.00 . ....... 49,806,280.00
LS EO R (AR M i e R e el T s o e L 1,461,507.00.. ..... 1,547,108.50
Total Investment in Plant. . ............ ... .......... $ 18,6 75.57 ........ $758,731,762.79
TOTAL PLANT FUNDS ... .. i $931,167,957.7 ........ $831,065,890.69
AGENCY FUNDS
Cash and Cash Equivalents (Note 3) ........ ... ... ... ...... $ 122,118.98
Accounts Recel ... .. 181,297.73
Bonds. ... ... 98,750.00
] NOte ) oottt 3,505,446.00
TOTAL AGENCY FUNDS ....................... 3,907,612.71
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LIABILITIES AND FUND BALANCES

ENDOWMENT AND SIMILAR FUNDS

Accounts

Notes: Ray Al e o e R O R e o e

Reserve for Losses on Consolidated
Investment Pool

Endowment Fund Balances-Restricted .......................

Quasi-Endowment Fund Balances-Restricted

U RreStriCtRdE 8 Bt s

TOTAL ENDOWMENT AND SIMILAR FUNDS .. ..

LIFE INCOME FUNDS
e to Current General Funds
nd Balances-Restricted

TOTAL LIFE INCOME FUNDS . .................

PLANT FUNDS
Plant (Note 16)

Accounts Payable ......... . ... .. ...

Fund Balances

Restricted . ... . ... . . .

Unrestricted

iliotalil@nexpendediRlan eSS u S LU UG G

Retirement of Indebtedness and Renewal and Replacement

for Interest Payable ........... ... ... .. ... ......

Fund Balances-Restricted
-Unrestricted

Total Retirement of Indebtedness and

Renewal and Replacement. ................... ..

Investment in Plant
State School Bond Authority
Indebtedness (Note 9)

nd Liens Payable. ... ... . ... ... ... ... ... ...
Payable Note 9).. ... ... ... ... ... .......... e
Leaseholds Payable (Note 12).............................

In stment in Plant
1otz ——

AGENCY FUNDS

Payable.. ... ... ... ... .

Deposits Held in Custody for Others

TOTAL AGENCY

TS /0 Lo s L o % B e
TOTAL PLANT FUNDS ... i

8 260,

1 000.00

7,149,406.65
41,081,878.51
117,386.41

$ 24,611.73
84.924.97

$ 17,009, 36.70

$ 3,576, 0 .9
55,091,576.31

15, 15,653.94
32,706.35

$ 2,799,999.31
1,480,632.56
13,760,606.70

$216,729,439.65
17,50 ,00 .00
205, 00.00
9,732.968.1

. $931.1 7.951.13

$ 3, 44.887.74

1985
$ 16,000.00
4,897,066.09

36,830,733.11
106,465.31

i ¥
e et

o B G ERTB BB

$ 8,615.83
13,520,536.78

$ 13,529,152.61

$ 2,599,608.50
22,124,520.30

57,073.18

$ 40,662,403.71

$ 1,894,336.23
18,464,097.34
11,313,290.62

$187,003,251.28

230,000.00
14,929,588.59
556,568,922.92

$758,731,762.79
$831,065,890.69

44,076.91
3,863,535.80

$ 3,907,612.71



Statement of Changes in Fund Balances

Year Ended ]

une 30,

General

E JULY 1, 198

D OTHER ADDITIO

Unrestricted Current Funds ~ venues

svenue Iransferred From Restricted Current Funds

sstricted Gifts and Grants

Nati nal
Federal

Inter - on

Endovwmen [ncome
Income on Inve
Net Gain (Loss) on Investments

State Appropriations for Capital Outlay
Tennessee State School Bond Authority

Capital Lease

S

Gifts and Other Source

tudent

Service  es

irect Student Loan Funds
ur ing an Health Professions L an Fun s

Interest Subsidy Gran

pecial

Legislature Appropriations

Plant  quisitions and Adjus

ond- and Not
TOTAL REVENUES AND OTHER ADDITIONS

EXPENDITURES AND OTHER DEDUCTIONS
Current Funds Expen iture

I ued and

Restricted Current Funds Expenditu

ferred to Current d
Indire t Cost Recoveries to Current Fund
ther Deductio

8

Account Funding (Net)

Collection

Bad Debt Expense
Payments to Beneficiaries
Plant Additions

Retirement of Bonds and Notes

Interest Paym
Improvement

ents
ri en fa

n

isposal of Land an Adjustment

Building. Written Off and Adju tment

Physical Inventory c

apital Lease

Bonds and Notes Issue

TOTAL EXPENDITURES AND OTHER

DEDUCTIONS

TRANSFERS

{an atory

nt

Debt ervice Require ent
Matching Loan Funds
Re tricted Current Fund-

En

Adjustment

- anda ory
Operating Transfers
Capital Project Transfers
Debt Maintenance Reserve

NET INCREASE (DECREASE) FOR THE YEAR

TRA FER

30, 19 6

$339,581,593.89

Auiliary

§ 6867.821.92

$ 62,469,953.33

$ 119,630,175.76

Total

$ 521,681,?22_9zj

102763,031.05 12809.8 219790398 104.973.741%
$442344.62494 $ 121,828,079.74
\ ! I
1 104,973,744,
2577.52
(2,726, 16.01)
§ 5419208482 $107,705,404.71 0y
$ (8945,174.77)
135075720 (1,166,857.20 (183 900.00)
(46,155.04) 5542346)  (1942,16401)
(1465.974.23 (1463,974.>
S (5341020) § 5582997 § 305143625 3053,

$ 25,254,562.65



and Renewal and
Replacement

) .20
4514 4.00

38, 45.57
.6 1087.66 3,293. 4
113,335.04

1,542 1.0

249,414.0

372,466.54

72,485,613.9
17,500,000.00 4

. 121,601,665.3

3,938,741.2

62 ,000.00

17,6494 ~.23
24,784.24
(1,550,060.44) (12 .40) $ 1.224,204.75

$ 681,160.50 $ 6,793,142.31  § $32 877,141.39  § $ 17,873,544.8

3




Statement of Current Funds Revenues, Expenditures, and Other Changes

Year Ended June 30, 1986

CURRENT REVENUES

Funds

Tuition and Fees
Appropriations
State Appropriations
Local
Federal Gifts, Grants, and Contracts
State Gifts, Grants, and i
Local Gifts, Grants, Contracts
Private Gifts, Grants, and Contracts
n e—Univ rsity and Other

Sales and S s of Educational Activities

Sources

TOTAL GENERAL FUNDS
Auxiliary Enterprises Funds
Funds

TOTAL CURRENT REVENUES

CURRENT EXPENDITURES AND TRANSFERS
General Funds Expenditures
Organized earch
Public Service
cademic Support
Student Services
Institutional Support
Operation
Student Aid
General Funds
To Retirement of ~
To Loan Funds
To Endowment Funds
To Restricted Funds
General Funds Non-Mandatory
To Plant Fu ds
From Au iliary
From Hospital Funds
Working Capital Adjustments (Net)
General Fund' (Other Deductions)
TOTAL GENERAL S
TRAN FERS

Auxiliary Enterprise Funds

of Physical Plant

Sillias e

~edne Funds

Funds

Mandatory Tran fers

To Retir ment Funds
2 Tra rs

To ... of Ind btedness

To Plant ds

o General Funds

Y
EXPENDITURES AND TRANSFERS

Hospitals Funds
Expenditures
ory
To Retirement of Inde
Transfers
To General Funds
T Plant Fund
TOTAL HOSPITALS
TRA SFERS

TOTAL CU RENT

ness Funds

AND

EXCESS (DEFICIT) CURRENT REVENUES OVER
CURRENT EXPENDITURES AND TRANSFERS
General Funds
Auxili r erprises Funds
Ho pital Funds

OTHER ADDITIONS AND TRANSFERS
Restricted in i of
Indirect Costs Recover

Restri ed Gifts Transferred to Other Funds

NET IN FUNDS BALANCES

With Comparative Figures at June 30, 1985

1986 198
~ed Restricted Total Total
$ 57,524,075.07
11,427,168.57 3
222,548,800.00 $ 916,820.41
1,200,000.00 1,200,000.00
50,758 558.35 53,939,510.60
35,498.68 9, 61,818.75 7,062,752.22
1,585,912. 6 1,758,7 8.09
2,798,392.39 31,231,673.78 30,769,744.86
il 59,672.66
15,864,153.8 16,322,43 .98
12,092,854.74 12,614,72 .61
$339,581,593.89 $406,047,497.2
62,46 ,953.33 60,479,863.67
119,6 0,175.76 2,047.20
$521,681,722.98 $578,859,408.08
$151,386,135.40 $ 4 $163,432,069.29
20,672,608.56 44,681,693.45 58,136,011.27
30,038,207.84 3 41,835,933.89
40,117,895.13 3,424,981.40 9,747,098.01
454,953.18 16,971,352.35
40,778,006.24 415,457.97 36,090,972.1
26,118.69 31,505,061.38
4,788,200.16 14,302,768.95 17,492,269.70
2,557,666.98 2,557,6 69 1,297,064.60
24,784.24 247 49,057.36
105,246.46 26,219.31
4 ,080.00 5,000.00
46,155.04 1,817,738.21
57.20) (1,147,388.32)
(183,900.00) (90,000.00)
(2,526,616.01) (1,719,622.20)
2O
$339,635,004.11
$ 54,179,274.99 1 ,809.83 52,642,416.61
5,146,593.4 4,886 015.92
1,465,974.23 1,814,022.19
135,313.7
1,166,857.20 l i
62,414,123.36 b $ 60,625,156.77
$ 2,197,903.98 5 0Q0.19
8,945,174.77 , 6,073,702.61
183,900.00 183, 90,000.0
1,942,164.01 1942,164.01
i $ 2,197,903.98
$ > 122 (5 410.22) % 598,660.17
55,829.97 (145,293.10
U5 1l 3, 514
$ 16,627,920.5 11,48 9 4.11
Tl 4
(1 9ll.4 ) 37,

38

r 9 n



Notes to Financial Statements

1. Summary of Accounting Policies
The significant ac policies, as

below, and the financial statements for The
University of Tennessee are in accordance with
generally accepted principles as
prescribe by 1) the National Association of Col-
lege University Business in College
and University Business Administration (1982) and
(2) the American Institute of Public Ac-
countants in Audits of Colleges and Universities
(1973).

Accrial Basis—The financial statements of The
University of Tennessee have been prepared on
the accrual basis except that depreciation on plant
assets is not recorded. The statement of current
fund revenues, expenditures, and other changes
is a statement of financial vity to

current reporting period. It does not purport to
represent results of operations or the net income
or loss for the period as would a ent of in-
come or a statement of revenues and  enses.

Fund Accounting—The accounts of The University

of Tennessee are maintained in accordance with

the of “fund Fund ac-

counting is a procedure by which resources for

various purposes are classified for accounting and

reporting into funds that are in accordance with

activities or objectives. This enables the

o ensure ~ ance of limitations

restr ctions placed n the use of the resources

Separate accounts are ed for

in the accompanying finan-

cial funds that have similar char-

have been combined into fund groups.

Accordingly, all financial transactions have been
recorded and reported by group.

All i-d are as in

the ye r they are recei ed or accrued, with the

f certain gifts. All restricted funds are

recorded as additions to the fund balances of the

te fund groups. Restricted current funds

are then recorded as revenues during the period
in which they are expended.

A. Current Funds—Unrestricted current funds con-
sist of those funds over which the governing board
full ‘ontrol to use in achieving any of its
authorized purposes, as distinguished
externally ed s which may be
utilized only in accordance with the purposes

established by their

B. Funds—Loan funds of resources
which have been made available for financial loans
to students.

€: Funds—Endo funds are funds

ith resp ¢ to which don rs ... stipulated, as
a of the gift, that the cipal is to be
maintained inviolate and invested for the ose

of producing income.
funds are funds which the _

erning board of the University, a
donor, has are to be .ed and in-
vested. Since these ar - ernally ed
rather externally r ~ the governing
board retains the righ to er or such
designation.

D. Life Income Funds—Life e funds are

€ld in t by the y under

with donors whereby designated
receive interests in annual inc me of the
trust. Upon death of the b n ficiaries roth r -r-
: of trust, -uch trust a sets become
vaila' le to the for use as set forth in
agreement.

E. Plant plant funds consist of ~ un-
expended plant funds which are to be used for the
construction or acquisition of physical properties
for institutional purposes; (2) retirement of in-
debtedness and renewal and replacement funds,
which are funds set aside for debt service charges
and major maintenance items on
properties; 3) investment in funds
expended for and thus invested in institutional
properties.

F. Agency Funds—The University acts solely as an
agent in the handling of these funds. Conse-
quently, transactions of these funds do not affect
the statements of the University.

2. Compensated Absences

Financial Accounting Standards Board

No. 43, “Accounting for Compensated Absences,”
which was determined to be applicable to The
University of Tennessee beginning with the year
ended June 30, 1983, requires that certain accrued
vacation benefits, effect of which are

to the financial statements, be recorded as

The University’s policy is to record such benefits
as paid. This is considered not a material
departure from Statement No. 43 in that the ef-
fect of accruing  $19,982,000.24 of such benefits
(of which $3,541,048.45 would be
reflected as an adjustment of beginning Current
Unrestricted Fund balances, and the

would be funded from other sources) is considered
not material.

3. Cash and Cash Equivalents

This balance sheet includes all read-
ily available sources of cash, as petty cash,
cash in banks, certificates of deposit, and tem-
porary investments in marketable securities.

4. Collateral Security

In with th laws of stat of Ten-
nessce, commercial banks have pledged securities
asd placed them in custody wi h third parties as
collateral for University funds on deposit. The
face amount and .. 1 alue of these s at
June 30, 1986, ere $78,910,000.00 and
$81,574,265.64,

5. Inventories

are valued at cost, is lower than
market, bas d on tk retail method or the average
cost method. Cost methods are on a basis
c ent with prior year.. Inventories also in-
assets of the revolving accounts, which are

ued at cost less depreciation.

6. Investments

estate are valued at cost
e on the

Bonds, stoc s, and
r, in the case of gifts, fair market v
date of receipt.

7. Allocat on for Working Capital

The fund balance is allocated for
amount of working capital defined as the rotal of

all petty cash, = receivable, invento-

ries in the ed at he sheet

date  ept for g in-

terest, and amounts due on federal lett r of credit.

Thi i in compliance with the ons
f the Higher

8. Endowment and Life Income Funds

Investments of endowment and life income
are carried at cost or, if acquired by gift, at market

value on date of acquisition. The value of
endowment at June 30, 1986, was
$51,498,842.68, and market value was

$57,951,561.17. This compares with a June 30,
1985 book value of and market val-
ue of ~ Income realized on these
funds for the year amount to $3,130,068.65. The
book value of life income funds at June 30, 1986
was $17,009,536.70 and market value
$18,855,808.63. This compares with a June 30,
1985 book value of $13,529,$152.61 and market
value Income realized in these

funds for the year amounted to $1,036,558.04.
9. Bonds and Notes Payable

University of Tennessee and Tennessee State
School Bond Authority bond issues, with rates
om 3.25% to 9.5% are due serially to

2013, and are secured by pledges of of
facilities to which they relate and certain ther
revenues and fees of the Th t tal

outstanding bonded indebtedness for the Univer-
sity at June 30, 1986, was $200,557,439.65.

Included in the total outstanding indebtedness is
a $22,100,000.00 1985 Daily Variable Rate De-
{VRDB) was completed
in January, 1985. These variable rate bonds are
due serially over the  t fifteen years with month-
ly interest payments. However, the University is
mitt d to bonds in 10 years. daily
VRDB issue was for the purpose of acquiring and
installing equipment for the University’s Memorial
Hospital in Knoxvilie. The outstanding balance at

30, 1986, is $18,700,000.00.

Annual maturities subject to mandatory redemp-

tion for the next five years ending 30 are as
follows:
1987 $ 6,215,558.07
1988 6,443,645.40
1989 6,980,039.57
1990 7,435,186.63
1991 —

Subsequ nt Years

$200,557,439.65

erm for various proj-
ects has been secured through the Tennessee State

School Bond and First Tennessee Bank,
Memphis. =~ Tennessee State School Bond
Authority for three-year notes the
liquidity facility on the 1985 Daily Rate
Deman Bond issue for - and
faciliti s in the of $16,377 0 0.00. These
n t§ a interest rate at

65% of the prime rate of Morgan Guaranty Trust

of York and a portion of
principal to be repaid each year until December
31, 1988 at time the remaining

s In a five year note for

$17,500,000.00 was s from First

" ‘nk, Mem his, Tennessee. This 1 ote has a
in t rate based on of the prime

rate o £ , Memphis. The en-

tire is due December 31, 1990.

the short term financing, the total

of the University t June 30, 1986, is



10. Plant and Equipment

Physical plant and equipment are stated at cost
at date of acquisition or fair market value at date
of donation in the case of gifts.

11. Operating Leases

The versity has entered into operating
leases for buildings and equipment. It is expected
that in the normal of business, such leases
will continue to be required. Net expenditures for
rent under leases for the years ended June 30,
1986, and June 30, 1985, amounted to
$4,422,894.34 and $4,550,202.14 respectively.

12. Capital Lease Obligations

The University is acquiring two buildings under
lease agreements which provide for the Univer-
sity to purchase the buildings over a period of
years. The University also leases certain items of
equipment which are classified as capital leases.
Minimum lease payments under capital leases
together with the present value of the net mini-
mum lease payments are:

1986-87 $ 2,402,279.42
1987-88 2,394,111.67
1988-89 1,819,004.09
1989-90 1,632,973.83
1990-91 1,415,377.02
Later Years 2,901,701.94
Total $12,565,447.97

Less Amounts Representing
Interest and Executory Costs

2,832,479.82
$9,732,968.15

13. Insurance Coverage

Since April, 1980, coverage has been provided to
the University through the Public Employees
Blanket Bond issued to the state of Tennessee pro-
viding against loss resulting from infidelity of Uni-
versity employees in the amount of $1,000,000.00.
Beginning July 1, 1986, this coverage limitation
was reduced to $100,000.00

Since July 1971, insurance coverage on Univer-
sity property has been provided through the State
Property Pool Self-Insurance Program. The
scheduled value of building coverage under this
program is $988,592,200.00, and contents coverage
is $198,355,400.00. Public liability insurance
coverage is in effect which includes limited medical
malpractice coverage. General public liability
limits for bodily injury are $300,000.00 each oc-
currence and $300,000.00 aggregate. Malpractice
limits are $200,000.00 each claim and $600,000.00
aggregate. Property damage is $100,000.00 per oc-
currence. Umbrella liability policies totaling
$10,500,000.00 are in effect; they do not cover
malpractice. A malpractice umbrella policy is in
effect extending coverage beyond the basic policy
with limits of $3,000,000.00. Boiler insurance
coverage of $5,000,000.00 is carried on all boiler
and major pressure Five University-owned
airplanes are covered by individual policies for
physical damage and public liability. The policies
provide $100,000.00 admitted liability limits for

death of any passenger or crew member.

As an agency of the state of Tennessee, The
Umver51ty of Tennessee is subject to the provi-
sions of the Tennessee Claims Act

TCA 9-8-(101) to (406). As such, the liability of
The University of Tennessee is Rrnited' o the pro-
visions of this Act. Such liability for the negligence
of the University for bodily injury and property
damage as may be determined under this Act is
limited to $300,000 per person and $1,000,000 per
accident. Accordingly, The University of Ten-
nessee has not renewed the general public or
malpractice liability insurance coverages detailed

above which expired on June 30, 1986.

14. Employee Retirement Program
From September 1, 1955, to July 1, 1978, the Uni-

versity, as part of its retirement program, main-
tained a joint-contributory, fully vested retirement
plan covering employees who met eligibility re-
quirements. Effective July 1, 1972, the University’s
non-participating non-academic employees
became eligible for coverage under the provisions
of the Tennessee Consolidated Retirement
System. Participation in one of the retirement
systems was made mandatory for regular staff
employed after July 1, 1972. Until July 1, 1978,
costs applicable to vice accrued prior to
September 1, 1955, and costs required to meet
statutory minimum retirement benefits under the
University’s joint-contributory retirement system,
were not funded but were paid from current funds
each year. Effective July 1, 1978, the University’s
retirement program was incorporated into the
Tennessee Consolidated Retirement System with
employer contributions applicable to educational
and general employees and unfunded retirement
obligations being paid from separate state ap-
propriations to the Tennessee Consolidated
Retirement System and the State Retirement
Fund. The professionai staff of the Agricultural
Extension Service is covered by the Federal Civil
Service Retirement System.

15. Funds Held In Trust By Others

The University of Chattanooga Foundation, Inc.
maintains an endowment fund of which The
University of Tennessee at Chattanooga is the sole
income beneficiary. During the year ended June
30, 1986, the foundation transferred $1,163,938.40
to the University for support of designated projects
at the Chattanooga campus. In addition,
$51,452.94 was expended directly by the founda-
tion for the benefit of The University of Tennessee
at Chattanooga.

The Tennessee General Assembly appropriated $5
million in 1984 and $5 million in 1985 to begin
a Chairs of Excellence Endowment for The
University of Tennessee. The appropriation pro-
vided that the Chairs of Excellence Endowment
be established as an irrevocable trust with the
State Treasurer and requires the University to
match the appropriation on a dollar-for-dollar
basis. The University has fully matched $6 million
of the Chairs of Excellence Endowment appropria-
tions as of June 30, 1986. The financial statements
of the University include as restricted expenditures
the amounts expended to match the state ap-
propriations. The University’s balance sheet does
not include the amounts held in trust by the State
Treasurer.

16. Contingencies and Commitments

The University has contractual obligations for the
construction of new buildings, additions to and
renovations of existing buildings. The outstand-
ing commitments under such contracts at June 30,
1986,were $28,000,835.91. The University receives
capital appropriations from the state of Tennessee
and proceeds from Tennessee State School Bond
Authority bond issues for the construction,
renovation and maintenance of the University’s
physical plant. At June 30, 1986, amounts to be
provided the state for capital construction,
renovations, and maintenance totaled

$63,010,874.17.

Encumbrances which represent commitments of
prior years funds for goods or services that have
been ordered for which ry has not been
made or services not been rendered as of June 30,
1986, are recorded as a reserve of the Current
Fund balances. The Reserve for Encumbrances at

June 30, 1986, is $5,631,498.22.
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The University of Tennessee has entered
financing agreements for the construction of an
Assembly Center and Arena to be built on the
Knoxville Campus. Under the terms of the financ-
ing agreement, Knox County will contribute
$10,000,000.00 toward construction of the Assembly
Center and Arena. This contribution represents the
net proceeds from revenue bonds issued in ber
1983 by the Public Building Authority of the county
of Knox and the city of Knoxville, Tennessee. The
principal and interest on these revenue bonds is to
be paid from available Knox County “user taxes”
as defined in and in accordance with the terms of
the financing agreement. The University of Tennessee
guarantees to the Trustee of the revenue bonds, for
the benefit of the Authority, the full and prompt
payment of principal, interest, and any premium
when and after the same shall become due. It is
expressly understood and agreed that for purposes
of the Guaranty, funds legally available to the
Guarantor shall not include funds appropriated by
the Tennessee General Assembly for The

of Tennessee academic budgets and salaries.

Various litigation has arisen in the course of con-
ducting University business. The outcome of such
litigation is not expected to have a material effect
on the financial position of the University.



STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT

SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37219-5047
PHONE (615) 741-3697

October 16, 1986

The Honorable W. R. Snodgrass
Comptroller of the Treasury
State Capitol Building,

First Floor

Nashville, Tennessee 37219

Dear Mr. Snodgrass:

We have examined the balance sheet of The University of Tennessee at June 30,
1986, and the related statements of changes in fund balances and current funds
revenues, expenditures, and other changes for the year then ended. Our examination
was made in accordance with generally accepted government auditing standards, and
accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

As described in Note 2 to the financial statements, the university has excluded
the liability for vested vacation leave from the accompanying balance sheet. In our
opinion, vested vacation leave should be included to conform with generally accepted
accounting principles. The recognition of this liability would increase the liability of
the unrestricted current fund by $19,982,000 at June 30, 1986, and $18,117,730 at June
30, 1985, and would reduce the unallocated fund balances of that fund by $19,982,000
at June 30, 1986, and $18,117,730 at June 30, 1985.

In our opinion, except for the effects of excluding the liability for accrued
vacation leave in the accompanying balance sheet, the financial statements referred
to above present fairly the financial position of The University of Tennessee as of June
30, 1986, and changes in fund balances and the current funds revenues, expenditures,
and other changes for the year then ended, in conformity with generally accepted
accounting principles applied on a basis consistent with that of the preceding year.

Sincerely,

Frank L. Greathouse, CPA, Director
Division of State Audit
FLG/CKB/laf



I
Total Current Expenditures and Transfers
(in millions of dollars)

Educational
General

i Auxiliary
e es

1985-1986
Financial Report

The financial report of The University of
Tennessee is prepared to provide a public account-

ing of e financial f the for the
fiscal year 30, 1986.
The v employs available

to meet its primary misions of instruction,
research, and public ervic . This report is designed
to cial information that assist the
reader in determining how effecrively resources are
managed to meet objectives.

UNIVERSITY FINANCIAL ACCOUNTING

Since the uses available
to services rather than to make a profit,
the of the reporting
is to account for teceived, held and used
rather than to determine To
this  ective, the institution employs “fund” ac-
counting. There are six fund ups:

Loan Funds, Endowment and Similar

Funds, Life Income Funds, Plant Funds, and Agen-
cy Fu ds. Fund accounting the ontrol
characteristics ne ded to en ure that limitations
and restri~tions placed on the use of
resources by and by the Univer-
sity Board of Trustees will be observed. For
additional information on University accounting
principles, please refer to Notes to the Financial
Statements e on page 39.

SUMMARY OF FINANCIAL OPERATIONS
FOR THE YEAR

Current

Current Funds are for current
operating needs and are further segregated

for auxiliary, and hospital purposes.
Current Restricted Funds refer to that
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L
Current Restricted

(in of dollars)

Other
Programs
I

ed

Sponsored

carry an external restriction and may only  uti-
lized for the purposes stipulated by the source of
such This is in contrast to Current
e Funds over vhich the B ard of
Trustees & tains full control t  se in the achieve-
ment of institutional
Total Current Funds revenues in 1985-86 in-
8.3 over the year to $626.7
million. This increase repres continued im-
‘n the University’s . to maintain
and current levels. The con-
tinuation of relatively low inflation significantly

the power of the Universit .

The state of through leg'slative

b € B ‘s to P SSmost

significant of op fund .
Unrestricted state appropriations in 1985-86

amounted to $222.5 million compared to
in 1984-85, an increase 8.8 percent. This
increase combined with the record increase of
1984-85 represents two years  the Governor's
e-year Better Schools Program and has provid-
ed the University with a two-year in state
appropriations of 32.1 percent, one  the highest
n the Southeast also nationally.

us frim ent tuition and
to $62.4 million, an of 8.4
percent the prior This resulted

from higher tuition and maintenance fees and a
total decline 1,067 students. In-
creased tudent fees were called for to keep the
in with the state's 70-30 ratio of
state to student fees. The largest increase
was 20 percent in the of Law at Knoxville.
The maintenance fee at UT Knoxville was upped
15 percent, the other campuses increased by
9 ent. tuition also 9 per-
cent, as did fees for the professional schools other
than medicine which
up 10 percent.
Federal government appropriations increased
percent to $11.4 million, n amounts received
from federal agencies in the form of gifts, grants,
and contracts " to
million.



1
Student Loan Funds
Notes Receivable (in millions of dollars)

Sales and services of educational activities
decreased 2.8 percent to $15.9 million. This decline
resulted primarily from a decline in the activity of

e Testing and Center which

record revenues in 1984-85 to the
plementation of the state testing program.
from other sources to

$12.1 million in 1985-86, a decrease of 4.1 percent
from the $12.6 million reported in 1984-85. Declin-
ing . rest income resulting from low r s ort in-
terest rat s on funds was primary
reason for the evenue generated
investments and bank account interest
$8.8 million in 1985-86 compared to $10.0
million in 1984-85. average yield on tem-
porary investments for 1985-86 and 1984-85 wa"
8.9 percent and percent respectively.
Total Current Funds expenditures and
transfers in 1985-86 7.9 percent to
A ! of General -penditures
by function i.) is provided on page 47.
All Unrestricted Funds is reported
in the year reccived or accrued. All Restricted
Funds ar r corded as additions to the fund
of fund Restricted
Current Funds are then as revenues in
Current Funds during the period in which they are
expended. Total of Funds
amounted to $105.0 million in 1985-86 compared
to $92.5 nin 1984-85,a 13.5 perce t  se.
The most significant which prom  ted the
crease was 36.5 million additional sin
sponsored activities e primarily to successful
implementation of Centers of and
s of Excellence.

Auxiliary ies Funds reflect transac-
tions and funds for activities to provid
and for students, faculty and staff

I as housing, food ser i bookstores, park-
ing and intercoll men’s athletics at UT
Knoxville.

T reve of auxiliary enterprises dur-
ing ~ amounted to $62.5 million, an incr ase
of 3.3 percent from the prior total rev nue

of $60.5 million. es and

————)
Total Market Value of Endowment and Similar Funds,
and Income Funds (in milli ns of dollars)

Endowment and
Similar Funds

Life Income Funds

transfers to meet ebt service requirements
amounted to $59.3 million, an increase of 3.1 per-
cent from 1984-85.

The Uni ersity of operates two
hospitals—the UT Memorial Hospital located in
Knoxville and the F. Bowld Hospital in

The transactions and funds for these
medical are presented separately in the fi-
nancial statements as Hospital Funds.

Total current revenues from operations of
hospitals 1985-86 amounted to $121.8

an increase of 8.5 percent. The rev
increase resulted from a $10.0 million re: in-
crease at Memorial Hospital. Hospital expenditures
and rs increased 6.1 percent over 1984-85
levels to $118.8 The signifi-
amount of working capital and encumbrance
has caused a deficit in the Hospital
fund balance which will be recovered from future

e

Loan Funds

Loan funds consist of resources made

for financial loans to students of the

The principal of such funds in-

cre d $681 thousand. In 1985-86, 2,885 loans
t $3.5 million were made to students.

The source of loans was pro-
vided through programs, including the

Nursing Loan Pro-
gram. At 30, 1986, $21.6 million (or per-
cent) of the assets  all Loan had

| by the Federal Governme. t.
sources, in conjunction with matching

for the federal loan program,
ed $1.6 million (or 6.2 of student loan

funds. $2.2 million (or percent)
loan funds ed by private
onations.
Student S = at June 30,
totaled $24.3 million, an of thousand
over the year.



e e
Endowment Income
(in millions of dollars)

Endowment and Similar Funds

The Endowment and Similar Funds group
consists of funds that have been received from
donors with the stipulation that the principal is to
be maintained inviolate and remain invested to
produce income for the purposes specified.
Quasi-Endowment Funds are funds designated by
the Board of Trustees of the University to func-
tion as endowment funds. The income earned
through the investment of endowment funds is
recorded in the appropriate fund group and is
available for expenditure according to the purposes
specified. If the income is to be added to principal
per donor agreement and is not available for ex-
penditure, it is recorded as income in the Endow-
ment and Similar Funds. Assets of this fund group
are recorded at book value which is established
by the market or appraised value at the time of
the gift or by the cost at the time investments are
purchased.

The book value of the assets of the En-
dowment and Similar Funds group at June 30,
1986, was $51.5 million, and the market value was
$58.0 The book value at June 30, 1985,
was $44.4 million, and the market value was $47.7
million. Income earned from investment of funds
amounted to $3.1 million for the fiscal year, an in-
crease of 7.8 percent over the amount earned dur-
ing the prior year. The income represents a return
of 6.5 percent on average book value and 5.9 per-
cent on average market value.

Effective July 1, 1954, the University adopted
the policy of investing Endowment and Similar
Funds over which it had complete investment
discretion (those which donor, the governing
gift instrument, or other considerations do not re-

quire or separate investment) in a con-
solidated pool. This e affords
closer v of the portfolio and

available to all endowment and
similar funds, regardless of size, v i
in a diversified portfolio of carefully

selected Each s ndow-
ment  d participa e in the and capital
appr ciation of er share basis com-
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L
Plant Funds

(in millions of dollars)

mensurate with its contribution to the pool. Shares
are each month in accordance with
market changes, and new funds or additions to ex-
isting funds are admitted to the pool at the cur-
rent market share value.

The Consolidated Investment Pool consists
of funds from 641 separate endowments with a total
book value of $41.8 million at June 30, 1986,

a total market value of $48.0 million. The market
value increased by $10.2 million during 1985-86.

The market value of a participating share was
$1.621 at June 30, 1986, compared to $1.414 at June
30, 1985, an increase of 14.6 percent. The income
earned per share was $.089, which was 6.3 percent
on beginning market value.

Life Income Funds

The Life Income Funds group consists of
funds contributed to the University with the
stipulation that designated beneficiaries receive
specified interests in the income produced by the
assets of the The income payments
at a specified time, usually upon death of the bene-
ficiaries, and the assets become available for use
by the University as provided in the donor
agreement.

The book value of Life Income Funds at June
30, 1986, amounted to $17.0 million, compared to
$13.5 million the prior year. payments to

s during the year amounted to $1.0
million.

Plant Funds

The Plant Funds group of accounts consists
of (1) Unexpended Plant Funds which are to be
used for the acquisition or of physical
properties; (2) Retirement of Indebtedness and
Renewal and Replacement Funds which are funds
set aside for debt service charges and major
maintenance projects on facilities that are revenue
generating; and (3) Investment in Plant

funds expended for and thus invested
in institutional properties.

Unexpended Plant Funds balances at
30, 1986, funds previously authorized



Investment in Plant
(in millions of dollars)

r provided for additions to the L ersity's
pt ysical plant, ere million. Of this amount,
1.0 million nts state utlay appro-

priations which have been expended by the Uni-
versity but not reimbursed by the
at the balanc sheet and
represents une pen '‘ed Tenn ss t Sc ol
nd
Total expenditures and deductions in Un-
Plant Fu 1ds amounted to $46.9 million
in 1985-86. y capital construction projects
were completed e $2.3 million Student
ter Heating and System nt
at Knoxville, the 2.4 Single H u -
ingat UT a, the million Pathology
Building Renovation - Phases [V and V at . em-
phis, the $1.1 million Boiler [ntalla-

the orial _ 1. Twenty-six pr jec
were under construction at une 30, 1986,
the million Assembl er and Arena, the

$28.5 million Hodges Library Addition and the
$1.1 milli n Outdoor Pool Replacement all at the
UT Kn e campus. 3
construction the 16.0 on Pr

Office Building and Parking Garage at Memorial

Hospital, thousand Code Deficiencies and Ar-

hitect r | ers at JT Martin, the $950
thousand s;um at the Ex-
periment re-

University's autlay construction
is provided on page 48.
Retirement of Indebtedness and Renewal and
ement at Ju e 0, 1986, ed to
$38.0 million of which million is restricted
to meer  nimum contractual
of loan, bond, and
mainder of funds
e res  es
policy.
Revenues, other  ditions, ex-
ceeded the amounts deducted for debt service -
ments transfers for capital projects by
million during Approximately half of this
increase, or $3.0 million was due to added amounts
held by third parties as reserve funds

The re-
debt service and
by prudent

Bonds and Notes Payable
and Reserve Funds for Debt Retirement
(in millions of dollars)

Funds for
of Indebtedness

and the other half as maintenance eserves held
the University. indebtedness for The
of Tennessee at June 30,
u to $234.4 million,

tions continued to be et on Additional
information on the University is pro-
ided in Note 9 to the on
p ge 39.
With the n of real estate held as

Funds, Endowment and lar
ome Funds, the Investment in
Funds is used to account for

vestments in .
Funds nd Life
Plant e ion of

ca ' ..a tsowned the University including
1 b improvements other han build-
ings, library books, and li  ock. In-

vestment in Plant as of June 30, 1986 amounted
to $818.6 million, an increase  $59.9 million over
the prior

Agency Funds

The Agency Funds group consists of funds
1eld by the University as fiscal agent for
third parties. Agency Funds are reflected on the
Balan Sheet and not on of
s in Fund Balances the net iCes
in each agency fund e liabilities rather than
fund balan es. The balance of funds held for thir
at June amounted to $3.8 million
as | to million at 30, 1985. The
part  these funds, $3.7 million, represents
charitable lead Under the terms of
trust gre ments, the annual income from
the tru s while held by the is provided
for Uni ersity purposes. Upon -ation of these
trusts, the cipal will be returned to individuals
the donors.



Sources of Current Reven es

1985-86 1984-85
Federal and local 2.0 2.1%
Other 5.1% 5.7%
Tuition and fees 9% 9.9%
Enterprises 10.0% 10.4%
Gifts, grants and contracts 17.1% 16.4%
Hospitals 19.4 19.4%
i 36.1%
Current
1985-86 1984-85
CURRENT Unrestricted Restricted Total Unrestricted Restricted Total
(in thousands of
General Funds
Tuition and Fees $ $ $ 57,524 $
i 11,427 11,018
Appropriations 222,549 $ 6,115 , $ 4,430 208,917
Local Ap on 1,20
Federal Gifts, Grants, and Contracts 9,080 50,758 : 8,100 45,8 53,939
State Gifts, Grants, an Contracts 535 9,262 9,797 6,807 7,063
Local Grants, nd . tracts 1,759 3,345 W22 47 2,919
Private Gifts, and tracts 2,798 31,232 34,030 2,774 27,996 30,770
Income 3,637 69 3,690 3,759
Sales and Service of
Activities 16,323
Sources 12,093 12,093 12,615 12,615
tal Funds $102,763 $442,345 $315,638 $ 90,409 $406,047
Auxiliary Enterprises Fund 62,470 13 62,483 60,443 6y
Hospitals Fund 2,198 121,8 8 110,320 2 0l I35 7
Total Current Revenues $104,974 626,656 $486,401 $ $578,859
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Uses of Current Funds

1985-86 1984-85
Student aid 3.0%
services 2.9%
Physical plant 5.3% 5.5%
onal 6.6% 6.2%
Academic 7.0% 6.9%
Public service 7.2%
Auxiliary enterprises 10.5%
Organized research 10. 10.1%
Hospitals 19.4%
28.1% 28.3%
Current Expenditures and Transfe
CURRENT EXPENDITURES 1985-86 1984-85
AND TRANSFERS Unrestricted Restricted Total Unrestricted Restricted Total
(in thousands of dollars)
General Funds
$ 23,704 $ 21,664
Research 20,6 3 44,682 (6351,51 51 19,915 38,221 58,136
Public Servic 30,038 45,791 27,866 41,836
40118 3,425 43,543 36,088 3,659 39,747
Student 455 240 16,972
ort 40,778 415 41,193 35,744 347 36,091
Operation and Maintenance
of Physical Plant 33,482 26 33,508 31,500 5 31,505
Aid 4,788 14,303 19,09 5,188 12,304 17,492
0 (1,093 238
Total General Funds
Expenditures and Transfers — $102,763 $442 398 $315,039 $ 90,410  $405,449
Auxiliary Enterprises Fund
Expenditure $ 54,179 $ 183 $ 54,192 $ 52,605 $ 37 % 56,642
Transfers 8,235 8,235 7,983 7,983
Total Auxiliary s Fund,
Expenditures and Transfers $ 62,414 $ 13 $ 62,427 $ $ 7 93
Hospitals Fund
Expenditures $ 98 $ 99,58 20| R 1=
Transfers 11,071 11,071 10,345
Total Hospitals Fund,
s sfers $ 2,198 $118,777 $ 2,012 $111,940
Total Current Expenditures
And Transfers $518,628 $104,974 $623,602 $485,555 $ $578,014
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Major Capital Construction Programs  1985-86

(in thousands of dollars)

SOURCE OF FUNDS

State Local Federal
Major Capital Construction Completed 1985-86 . TSSBA App priation Grant
102
ir Condirioning vy tem
50
56
58
$ 2,420
2,270
22
artin
$=322:2 G E= IS8R
Construc in Progress at June 30, 1986 ed completion date)
Assembly Center and Arena—Knoxville 1987) $ 7,000 $ 8,000 $
Hodges Library (January 28,500
Student Aquatic Center Deck Repair—Knoxville (July 1986)
Alumni Gym and University Center f Repla-ement—
Knaxvill ( ugust 1 153
Dabney/Beuhler Hall Energy Conservation—Knox -ille (July 1986) 470
He ler vy Ren 1 I ( eptember 19 )
utdoor Pool Repair—Knoxville (August 198
Walter Life Science Heat Wheels -placement—
Knoxville anuary 1987)
) House Heating and iy
(August
Central Energy (0, ...=er 1986) 4,320
Child Center Energy emphis
(July 1986) 470 $202
Whittenborg n—Memphis (November 1986)
Professional Office Build _ and Parking Ga age
Memorial H s ital (January 1988)
Building Automation—Memorial pital (July 1986)
NMR A di ion—Memorial Hospt al ( gusi
ode D fi iencie and Barrir Eliminati n—Martin 19 °7) 905
A icultural Pavilion Cla Additi n—Martin
(Augu t 19 .2
Plant ¢t Id ntifi ation Lab—In titute f A ri ulture
(Novern t 1 86) 525
Ellin on 4-H Cent r Repair—In titu e of Agri ultur
(September 19 6
. Experiment Station ion—Institute of
Milan Agri Museum—Institute of z i = =
Ellington 4-H ng Hall ~ ovation—Inst of
(July 1986)
Morgan Ci le [I—Institute of ture
(September 1986)
Bovine M dicin (Jul 1986)
L CONSTR I NINPR G $10,000
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The University of Tennessee Ten Year Summary

For the Fiscal Year 1985-86 1984-85 1983~ . 1982-83
b TR Lot i S A e I ey 8,664 $208,917 $173,149 $165,890
Shite (g W | S {4 L R T el A e e LS o oy i E 62,371 57,524 52,254 51,693

Eral A Dpr OBTIaT S T it b1 et S s e R R 11,427 11,018 11,411 10,812
Other (Gifts, Grants, Sales and Ctea)m il el g | 128,588 107,751
(HenerallEone s T L SRl Tl Sanscls | i) e $442,345 $406,047 $347,639 i
AN Ay R e G AGC SN Ta It ol e i s LS e A S 60,480 56,851 57,780
e R o o T £y e S B e | i s ol & ey § gl o LY 121,828 WLk
i — 7 T8N S e o BB o B R $626,656 $578,859

Current Expenditures and Transfers (,000)
|[OE T THOTIND o et Sl b=l & 6 1 By 8 oh s 3 et Bk el A AT RS $141,213 $134,983
@O P Eanr e IR GseaT Gl mn e s L A L s 58,136 47 971 44,392

......................................... 45,792 41,836 35,003 36,456
TN e AT IO TT MR 1A 1 e B s = o o D fe ot e & 43,543 39 747 296 31,187
ST T e PR R ke o ore bt o LR L b b b e 1,920 16 972 15,569 15,084
R TR | STUVEIOXTHE kit DB o G el i 5 BB BB O & & oo A8 - 41,193 31,94 '
Operation and of Elamt i S s s 33,508 31,505 28,729 26,925
S e mrA TR B L TN e LS = O N i 19,091 17,492 16,839 16,10
StaffiBemelits By A sty s+ o b oo B T T o e
............................................. (1093) 8 1,835) S,
T ta Funds-Expenditures and Transfers ....... $442,398 $405,449 $346,729 $334,548
Auxiliary Enterprises Expenditures and Shediy R I 1N $ 62,427 $ 60,625 $ 57,629 $ 57,659
Ho.pital Expenditures and Transfers......................... $118,777 $111,940 $92,606
Total Current Expenditures and Transfer ............. | — $496,964 $478,640
FONIO SORNNRERNEERETE. e 6 1§ ol o (x1.000) (x11029) (% 1.069) (x1.108)
3 by Consumer Price Index - _____ ........... : ) $5 $531,255 $530.333

Current Unrestricted Fund Asset- (,000)

Heapiona Mo ndim s Aw TNt S e S BN b Rl S b $ 59,918 $ 55,382 $ 49,123 $ 46,778

e B e e e i T R e & ey 15,512 15,835 15,427

ELOSTITAI e st NV 0t o N oo e o e S El 35,017 34,225 3643 -
Paly @uErentEUmAdci R ESOE SR T o ey s S $111,227 $ 99,147

. Loa Funds
INGtestRlc v i blell 000 . L e e e L o ot e $ 24,272 $ 23,661 $ 22,927 $22,150
EoapsMssucd by iy aar) il e s d . o o L o e E v, 2,885 2,708 2,961 2,919

Endowment Funds (,000)

MGtV ey FY S 1 Tl o L ), e S e S $ 57,952 $ 47,680 $ 35,899 3,768

Life Funds
M anke Y alivei gy dve 0. Lbe o LS o e, s s, e $ 18,856 $ 13,922 $ 11,974

Plant (-000)

Oy Bl e, R e i 0 LRtk i n S ST S $234,534 $187,233

RS CTVES O TS ErViGel; v Feais AN i s e g s nsp w0 $ 38,041 $ 31,672 $ $

EN G 6 Y (LISt T £ 1 T bt Bl LRy SN . a0 L s $556,569 $525,415 $484,827

Capital Outlay Cb AR A ok L S Rttt Y $ 46,884 $ 41,265 $ 29,242 $ 33,539
Data

MR AN e —— AR e 5 el ) vt SR e R | PR AR 39,814 4 881 42,136

o T e e e L e e £ Ve o e 26,158 27,041
(O AT Yoo e g L SRR W | S SRt e R i 7,564 7,474 7,839 7,544
W lEngci e T et R S I T o e e e e 5,053 366 5,690 55725
S e e e R L he e v LT R N 2,026
A e ] A e s I 1 o ) [ 7,292 7,682 7,618

B P EMplOVEES Firl-% Aob s =ity o s, - o g s e 12,679 12,340 11,980 11,410

Fullsih e Bactl 6y St ot A R e Ay 2,638 5) 2,679 2,635
O e I Il . s, s e L T bt ) o e e, 63.2% 63.4% 63.4% 63.6%

PoaliPrivace GifEs1E000) L S WSS Shr v e ol e $ 27,867 $ $ 15,724 $ 11,691

Academic Year Fees (Knoxville)
S Cat e L e m R LS PRl o 0 Ly R et - (il b o, ar Jlitas $ 999 $ 867 $ 867
@ui.of stare additional) f S is S $ 2154 $ 1,974 $ 1,761 § 1,761

State PApproprian onAKTEES e 5800 5w 0T e T S e e T $ - ) $ 3,699 $ 2,991 $ 2,868

*For years after 1977-78, staff bene its are distributed to all other expenditure functions.
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1981-82 1980-81 1979-80 1978-79 1977-78 1976-77
$126,003 $ 95,756
46,254 40,050 34,054 31,975 31,445
10,595 9,662 8,423 8,425 7,884
104,771 97,718 90,221 76,973 67,786 59,732
$315, 04 $291,814 $268,437 $243,374 $218,415 $193,960
49,192 44,068 39535 37,287
72,993 50,669 ELABIA585 32,228
$453,608 $413,999 $369,400 $293,287 $259,881
$125,808 $112,916 $ 95,454 $ 79,945 $ 73,754
339 43977 7,725 32,444
34,514 33,433 31,426 28,730 LML 19,819
27,722 22,931 20,712 16,217 15,400
13,188 12,207 10,556 9691 7,912 Ti29]]
22,643 22,107 17,959 15,369
26,364 23,821 20,928 b 14,524
16 000 8,70 7,852 (LT
15,202 13,126
. L . 187) - _6,10% Ll 0% Lo 87 _(221)
$315,583 == $269,135 $240 763 $215,514 $19 -
$ 52,014 $4, 32 $ $ 40,233 ,$ 37,288 $ —
$ ' $ 74},079 $ 56 540 $ 46,431 $ 37,447
$449,220 $412,713 $369,169 $290,249 $258,568
(x1.156) (x1.257) (x 1.402) (x 1.589) (x1.738) (x1.854)
$517,575 $479,385
806 $ 61,222 $ $ 54. $ 48,384 $ 41,022
13,447 12,920 10,303 10,491 9,247
29,576 : g 1015 W) 9,776
$ 93,775 $ 80,972 $ 60,045
$ 20,896 $ 19,760 $ $ 17098 $ 15,276 $ 13,983
2,498 3008 3,504 Salal
$ 24,616 $ 24,165 $ 20,800 $ 17325 $ $ 13,427
$ $ 9,511 $ 10,690 $ 10,292 $ 9,249 $ 6,294
$129,280 $105,559 S $111,411 9,412
$ $ $ 18,881 $ 17, $ 16,516 $ 15,097
$487,072 | $349,137
$ 33,330 $ $ 19,887 $ 15,339 $ $ 25,019
43,740 45,402 45,223 49,485 48,502
28,601 30,391 29,720 30,468 29,663
7,483 7,600 7,545 7,104 6,628 6,162
5,538 5 5,163 5,090 4,957 5,082
5,419 5,685 5,616
2,118 2,124 28872 2126 197
7,950 8,071 8,184 8,217 8,323
1,952 12,202 11,707 12,121 11,594
2,681 2,805 2,909 2,761 2,719
62.0% 57.5% 56.2% 54.6% 51.4
$ 12,078 $ 12,893 $ $ 10,376 $ ilik,033 $ 4,496
$ $ 657 $ 558 $ 510 $ $ 510
$ 15530 $ 1,224 $ $ 936 $ 936 $ 900
23524 $ S5 ) 2 043 1,823 $ 1,630
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