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When you consider making an investment,
you weigh the variables: how much to
commit, what to invest in, and what return
you can expect.

It’s much the same when the state of
Tennessee, a student, a potential donor, or a
research contractor thinks about investing in
the University of Tennessee. They expect a
good return on their money—a high quality
education, useful research results, new knowl-
edge that benefits society. We at UT work
hard to provide the best possible education,
research, and service. But today more than
ever, every dollar matters. We make sure our
“investors” get their money’s worth and

then some.

Even though our fees are relatively low,
some students find it difficult to afford a UT
education. Those students and their families
couldn’t make better use of their money
though. As a news magazine said recently in
an article about the value of higher education:

“What is more expensive than a college
degree?

“Not having a college degree.”

A college graduate has the potential to
be a physician, a teacher, an attorney, an
excellent farmer, anything that graduate
wants. Higher education is the best invest-
ment a student can make in his or her future
and the best investment the state can make
in human capital.

Let me tell you about just four of our
students whose accomplishments exemplify
the terrific promise they offer our state
and nation.

@ Jennifer Harper, a UT Knoxville
transportation engineering graduate student
from Chattanooga. Jennifer won the out-
standing student award from the Southeastern
Transportation Center for her work investi-
gating the environmental impact of roads in
the Great Smoky Mountains, setting up a
computer simulation of Knoxville traffic, and
developing transportation safety plans for a

uranium cleanup in Utah. She also was

ranked one of the top 10 transportation
engineering students in the U.S.

@ Scott Kelly and Charles Hobaugh
from the UT Space Institute. Both were
named to NASA's 1996 astronaut class and
will be trained as space shuttle pilots. They
were among just 35 candidates chosen from
more than 2,400 applicants.

@ Michael Holland McGhee, who
recently graduated from the College of
Medicine at UT Memphis. He was nationally
recognized for his contributions to the
Memphis community. He was Big Brothers/
Big Sisters Regional Big Brother of the Year
and received the Meritorious Service Award
for his leadership at UT Memphis. He was a

You have to be careful with your money.

student member of this Board’s Public Ser-
vice, Continuing Education, and University
Relations Committee. He hopes to practice
medicine in the Memphis area.

Money that government and private
sources put into UT research pays dividends
such as better health and better environment.
Our water is cleaner, thanks to scientists like
Dr. Spiro Alexandratos of UT Knoxville,
whose molecularly altered polystyrene
beads—basically the same material as dispos-
able coffee cups—absorb radioactive
materials from contaminated water. And
women will be healthier as a result of UT
Memphis’s leading role in a huge, nationwide
research study of ways to prevent heart
disease and cancer.

As president, | am responsible for making
sure that investments in UT are used wisely.
We saved or reallocated about $6.8 million
last year by shifting funds from administration
to academic priorities and by managing more
efficiently. UT administrative costs have
declined over the past decade. The Univer-
sity considers reducing administrative costs
and reallocating resources to be an ongoing
process.

A wise investment by the state, and one
for which we are very grateful, is the infusion

of dollars for capital outlay and capital main-

tenance in 1996-97. This money will make
possible some badly needed improvements to
our physical plant as well as provide new
buildings. We are also grateful to the state
administration and legislature for the funds
appropriated for a well-deserved pay raise for
UT employees.

Several things that occurred last year made
me very proud.

@ Last fall, the University admitted its
best qualified freshman class in history. That
achievement was a result of investments made
over time, particularly in reallocating resources
so that we could offer more scholarships.

@ Our 21st Century Campaign achieved
spectacular results. With $265 million already
given or pledged toward our original goal of
$250 million, we raised our goal to $308 mil-
lion. Of the commitments already in hand,
some $90 million is for scholarships.

@ Several of our academic programs
received national recognition. Law, business
administration, medicine, arts education,
textiles and clothing, nursing, agricultural
extension, pharmacy, and advertising were
nationally ranked for their quality. The state
has obviously invested wisely in these
programs. And internationally, our “Friends
and Partners” World Wide Web site, a project
linking the U.S. and Russia, has been accessed
almost 200 million times and recognized as an
outstanding web site.

@ The Lady Vols won their fourth
national championship. They did it with hard
work and with class, and [ salute the members
of the team, Coach Pat Summitt, and her staff.

Investments in UT are investments in
human capital, in knowledge, and in economic
growth. Tennessee is a better place because
of them.

In this report, you will learn how invest-
ments in the University pay dividends in areas
of crucial importance to Tennessee—our
environment, health care for all Tennesseans,
better teachers for our youth, safer roads, and

robust economic development.



Majestic mountains, fertile fields, free

flowing streams—Tennessee has them all.

But the beauty many of us take for granted

won’t last unless we care for it. UT’s

programs of environmental education,

research, and outreach help protect—

even make better—the state we call home.

Water quality is crucial to the well-being
of humans and animals. UT Knoxville
researchers are working to clean up

polluted waters.

Investments in UT resvult in

better environment

Researchers are looking
at the life of a car—
from creation

to disposal—

to increase recyclability
and promote
environmentally friendly

manufacturing.

Dr. Spiro Alexandratos’
tiny molecularly altered plas-
tic beads are making a huge
contribution to solving water
pollution problems. The beads
are made from polystyrene,
much like disposable coffee cups. They
remove toxic and radioactive pollutants.
They are being used to treat low-level
radioactive waste in a pilot plant facility at
the Argonne National Laboratory and in
the copper mining industry.
Environmental monitoring is essential
to water cleanup efforts. Testing at the site
is preferable to tests done in laboratories,
but hasn't achieved reliable results. Now

Dr. Mike Sepaniak of the UTK chemistry

department is testing a new tech-

nique called capillary

electrophoresis that in essence

performs a chemical separation

in the sample on site so the suspect chemi-
cal can be monitored without interference.
The technique could be used to monitor
streams surrounding Department of Energy
facilities, such as those at Oak Ridge.

Dr. Don Byerly's research focuses on
improving and maintaining water quality
in construction areas by containing acid
drainage from excavated rocks. Byerly,
associate professor of geological sciences,

devised a technique of encapsulating the

rocks. His method was used
at the Olympic white water
rafting venue on the Ocoee
River in southeast Tennes-
see to eliminate adverse
environmental impacts on
water quality.

Erosion robs Tennessee of valuable
topsoil, but UT agricultural extension
agents have helped farmers cut erosion by
75 percent on more than a million acres of
cropland using conservation tillage tech-
niques. Total reduction in soil loss is more
than 10 million tons a year. The value in
terms of reduced water pollution surpasses
$20 million a year. No-till, a type of con-

servation tillage, has been particularly well

accepted in Tennessee and is
showcased each year at
No-Till Field Day
held at the Milan
Agricultural
Experiment Station.
In another effort, the Agricultural
Extension service organized
a waste management association that
pumped 34 lagoons and spread 32 million
gallons of effluent on crop and pasture
land in an environmentally safe manner.
The crop nutrients in the effluent
have saved producers $108,000 in

fertilizer costs.

Send e-muail, not paper
UT Martin’s Project Recycle, a
university-sponsored organization of
environmentally concerned students, sees
that 100 percent post-consumer waste
paper is purchased for campus. All depart-

ments use the paper for tests and most

Project

Recycle also

asks professors,

staff, and students

to use electronic mail

to send day-to-day messages. Energy
conservation measures instituted at UT

Martin in 1993 continued to produce



savings—more than $348,000 in 1994-95
and nearly $187,000 in the first six
months of fiscal 1995-96. The measures
include lighting retrofits, equipment up-
dates, and an Energy Management System
that turns off heating and cooling equip-
ment when not needed.
UT, Saturn Corporation, and the
Environmental Protection Agency
are showing the way to design
a “green” car. Researchers are
looking at the life of a car—
from creation to disposal—to
increase recyclability and pro-
mote environmentally
friendly manufacturing. UT’s
Center for Clean Products and Clean
Technologies directs the two-year,
$750,000 project. Researchers will de-
velop an interactive computer program
that automobile designers at Saturn
can use to assess the environmental
impact of all phases of a car’s life.
Decisions made by public
officials affect environmen-
tal quality. The more
training officials have, the
better decisions they can
make. Enter UT’s Institute
for Public Service. In coopera-
tion with the Tennessee Department
of Environment and Conservation, three
IPS agencies train city and county officials
on environmental topics. This year the
Center for Government Training, Munici-
pal Technical Advisory Service, and
County Technical Assistance Service
delivered 11 courses to more than 300
persons on topics such as solid
waste projects and garbage
disposal.
Another IPS agency,
the Center for Industrial Ser-
vices, helped link TVA with a
manufacturer of sheetrock, to the advan-
tage of both. TVA creates 1.1 million tons

a year of synthetic “gypsum” when ground

limestone is used to clean

power plant smokestacks to

meet clean air regulations. When

the limestone mixes with the

chemicals in the smokestacks, a

compound with the molecular

make-up of gypsum forms.

Instead of having to pay to haul

it to a landfill and deal with the

resulting environmental con-

cerns, TVA, with CIS help,
sold 300,000 tons of the
gypsum to the
sheetrock manufac-
turer. Mined gypsum
is expensive to prepare;
this is ready to use. Savings to

the manufacturer are projected at

$1.2 million a year. TVA expects to

market the rest of the gypsum,

save $500,000 in disposal costs,

and potentially gain $3 million

in secondary material sales.

Environmental decisions
require study
UTK is home to a new research center
that helps states and local governments
make better environmental decisions. A
five-year, $5 million grant from the
National Science Foundation funded the
National Center for Environmental Deci-
sion Making Research. Researchers from
UT, Oak Ridge National Laboratory, and
the Tennessee Valley Authority study how
to streamline decision-mak-
ing for issues such as
hazardous waste
remediation, pollu-
tion, and landfills.
Dr. David Folz in the UTK
political science department tells
policy makers how to encourage
recycling and effective methods of hazard-
ous waste reduction. He evaluates the
effectiveness of municipal recycling and

solid waste programs and, based on survey

results, makes recommendations
for improving programs and design-
ing new ones.
More than 1,500 students and
700 teachers have learned more about
solid waste issues since September
1995 through the Tennessee Solid
Waste Education Project. The
goal is to help K-12 students
become environmentally literate
and help teachers incorporate solid
waste education into the curricula.
The UTK Waste Management
Research and Education Institute
runs the project for the Tennessee
Department of Environment and
4
UT Chattanooga students have
a unique opportunity for environ-
mental education at the Ten-
nessee Aquarium. Collaborative
efforts with the aquarium include
faculty serving as consultants and work-
shop presenters. UTC is a partner in the
new Southeast Aquatic Research Institute,
and students have helped catalog wildlife
for the Tennessee River Gorge Trust, a
nature conservancy working to preserve

the ecological system of the area.

At UTK, _rstudents worked
in a nationally recognized project to
improve water quality in nearby Second
Creek. Students in engineering, ecology,
sociology, communications, planning, and
geography classes did projects and field
research and volunteered for creek clean-
ups. Drs. Jim Smoot and Bruce Tschantz of
civil and environmental engineering

focused student involvement

through their courses.



For decades, UT has been the major supplier

of Tennessee health professionals.

And research in University labs has helped

Tennesseans live longer, healthier lives.

“T Memphis is committed to turning
out more primary care physicians to care
for Tennesseans, and that commitment
has produced results. The Association of
American Medical Colleges ranked the
UT College of Medicine first in Tennes-
see, second in the South, and 14th in
the nation in the number of graduates
choosing primary care as their specialty.
Also, the college ranked first in the state

Investments in UT resvult in

The first 16 clinical
scholars graduated from
the College of Medicine
last spring virtually debt-
free in return for
agreeing to practice in
the communities or
hospitals that sponsored

their education.

and 21st in the nation
in the number of 1995
graduates intending to
practice in-state.

UT Memphis is
proud of family physi-
cians it has trained,
physicians like Dr. Lee Carter in
Huntingdon, Tennessee. Dr.
Carter is giving back part of what
his community and state gave
him. His hometown hospital,
Baptist Memorial in Huntingdon,
sponsored his education at UT
Memphis. Now he cares for the
people of Huntingdon through
his family practice and as an
emergency room physician at
Baptist Memorial.

The Underserved Areas
Clinical Scholars program,
directed by Dr. James C. Hunt,
now includes 190 students—
or 17 percent of UT Memphis
medical students—committed to
train in primary care specialties
and practice in underserved areas
in the state. The first 16 clinical
scholars graduated from the
College of Medicine last spring
virtually debt-free in return
for agreeing to practice in the
communities or hospitals that
sponsored their education.

At the UT Medical Center at
Knoxville, 75 percent of the
family medicine residents
stay in Tennessee to
practice medicine. Much
the same is true of resi-
dents in other specialties.

This year the Medical

Center at Knoxville called its
residency matches, in which
medical students and institutions
select one another, “outstanding.”

Dr. Michael Caudle, dean of the
Graduate School of Medicine, says the
benefits of the residency program in
Knoxville are two-fold. Top-notch medi-
cal school graduates come to train, and

when they choose to live and

work nearby, physician shortages

in the surrounding rural area

are reduced.

At the Chattanooga unit of
the College of Medicine, a new

medical residents program in family
medicine obtained provisional
accreditation and will accept six
residents this year. Dr. Mack
Worthington was appointed as
chair of the department in Chatta-
nooga, and a freestanding family
practice center is being built.

It starts with
research

New knowledge that results
from UT research enhances health
care in Tennessee. Several projects
offer promise in critical areas, for
example, women's health.

Dr. William Applegate at UT
Memphis received a $13 million grant
from the National Institutes of Health
for a Women's Health Initiative, a
major research study involving
160,000 women from about 45 centers
across the country for an eight- to
12-year period. The study will help
decide how diet, hormone replace-
ment therapy, calcium, and vitamin D
might prevent heart disease, cancer,
and bone fractures.

Two Knoxvillians were tested with a
new medical imaging agent that could be
part of pretreatment planning for a new

cancer treatment. Dr. George Kabalka, a
UT Knoxville professor of chemistry, says
the agent is detected by positron emission
tomography (PET scans), and he and his
colleagues were the first in the U.S. to use
the procedure. Dr. Kabalka also is develop-

ing new agents for detecting and

possibly treating Alzheimer’s
disease. Funding
is from the Robert H.

Cole Foundation.

Research in
the College of
Veterinary Medi-
cine often has
human health applica-
tions. One example is a
study of lung cancer that focuses
on early detection, prevention, and
therapy. The work has helped explain
why some smokers have a high incidence
of certain forms of lung cancer that are
rare in nonsmokers. A treatment based on
this research is being tested. A second
project explores an often fatal kidney
disease that is essentially identical in mice

and young children. Research on the
mouse model is helping improve under-
standing of the disease in youngsters.

Yet another project involves Dr. Jill
Sackman, who received her Ph.D. in the
combined program between the College of
Veterinary Medicine and the UT Medical
Center in Knoxville. Now she holds a dual
position with the two and researches ways
to keep blood clots from forming in
synthetic vascular grafts. The American
Heart Association funds the work.



Not all work
is in labs

While many UT
people work in laboratories
to improve the health of
Tennesseans, others are out
and about all around the state.

In Chattanooga, UTC faculty, admin-
istrators, and students helped spearhead
the opening of the Westside Medical
Home, part of a community revitalization
effort that was inspired by the work of
members of the UTC nursing faculty who

began a D.A.R.E. program to help parents
deal with drug abuse in children.

Drs. Tim Pauly, Timothy Self,
Vickie Shelton, and Tiffany Kelso,
faculty in the Department of Clinical
Pharmacy at UT Memphis, presented
six programs across Tennessee last year
to teach pharmacists how to
improve the care of asthmatic patients.
The program resulted from
research aimed at reducing
emergency room visits and

hospitalizations and a8
improving the quality of

life of adult African-

American asthmatics.

The Pediatric Phar-
macology Research Unit at UT

Memphis is conducting clinical trials

to investigate the use of new drugs in
children. The UT Memphis PPRU
is one of seven networked across
the U.S. Currently less than
25 percent of all drugs in the
U.S. have indications for
use in pediatric
patients.

It is antici-

pated that all

new drugs receiving

FDA approval will have pediat-

ric indications in the future as a result of
the PPRUs work.

People in Chattanooga who have
ambulatory challenges and physical
therapy needs get help from UTC physical
therapy students and faculty who collabo-
rate with the Siskin Rehabilitation
Hospital. UTC'’s Walter Cline Chair of
Excellence and the Gait Lab are integral
parts of this effort.

Making health care
better for Tennesseans
includes mental health
. care as well. The UTK
psychology
department and the Psycho-

logical Clinic provide more

mental health practi- —

tioners for the state

than any other college

or university in the state.

College of Social Work

students do field experi-

ences in places such as

Knoxville’s Helen Ross

McNabb Center, the

Tennessee Association of

Legal Services in Nash-

ville, and St. Jude’s and

the Veterans Affairs Medi-

cal Center in Memphis.

The hours these students
work enable the
agencies to
provide more ser-
vices than they
otherwise could.

Children,
families
guided to services
The Tennessee Early Interven-
tion System in the College of
Human Ecology at UTK coordinates
services for the families of special
needs children up to three years
old. The system has received 470
referrals since July 1995, and
70 percent of those qualified
for services. TEIS will, for
example, help a

mother whose child has been identified as
drug- or alcohol-exposed get herself and
her child into a treatment program.
Promoting good health is another
important part of UT’s work. Recruitment
began this year for a $2.3 million research
projected headed by Dr. William
Applegate at UT Memphis to investigate
methods of motivating people to exercise
to decrease the chance of developing heart

disease. The grant was one of three in the
nation from the National Heart, Lung,
and Blood Institute of the National Insti-
tutes of Health.
Twenty-six years ago, UT Memphis
performed the first transplant surgery in
Memphis. More than 1,800 such
surgeries have been done since. Last
year, Memphis businessman David
D. “Mickey” Coleman funded a
trust valued at $1.5 million to
establish the David D. Coleman
Endowed Professorship in Transplan-
tation Research. UT Bowld Hospital,
Memphis’s only medical facility for liver,
kidney, and pancreatic transplant services,
recently completed its 100th pancreas
transplant. One of the most active pancre-

atic transplant centers in the region, the
program has a 99 percent survival rate
within the first year.
While the transplant program is
well established, others are just begin-
ning. The UT Medical Center at
Knoxville conducted its first
telemedicine patient consultation
this year in conjunction with
Woods Memorial Hospital in
Etowah, Tenn. Audio and video
technology enabled a patient at
Woods Memorial to consult with
dermatologist Dr. Clark Julius at
the Medical Center. The patient
benefited from the specialist’s ex-
pertise while avoiding a two-hour
drive to Knoxville. Her physician was
able to begin treatment immediately.



Nowhere do investments in UT pay more

long-lasting dividends than in teacher

training. Whether preparing a new teacher

or helping a current teacher update skills,

UT provides expertise that will be passed on

to hundreds of students. So, with a relatively

small investment by the state, the University

trains educators whose influence will

continue well into the next century.

Investments in UT result in

better k-12

School systems say
that UTK interns are
their best hires
because they already
have a year’s actual

teaching experience.

SChools are eager to hire interns from

the UTK College of Education. These

prospective teachers complete a five-year

program of study that includes a four-year

bachelor’s degree in an academic disci-

pline capped with a year’s teaching

internship and coursework in the College

of Education.

Hardy DeYoung, a

biology teacher and

graduate of the program’s

precursor at UTK, says the

UTK interns he supervises at

Alcoa (Tennessee) High School

receive invaluable preparation. And, he

says, there is an added benefit: They push

him to grow professionally and find new

teaching approaches. Former Dean

Richard Wisniewski says school systems

throughout Tennessee and in contiguous
states tell him that UTK
interns are their best hires
because they already have a

year’s actual teaching experience
that is much more comprehensive
than the old “student teacher”

experience.

It takes a special kind of person to be
a really good teacher, and a new program
at UT Chattanooga helps students decide
if they have what it takes. The UTC

teachers

College of Education and Applied Profes-
sional Studies, in cooperation with
Hamilton County Schools, places educa-
tion majors in public school classrooms
during their freshman and sophomore
years to help them decide if teaching is
their professional
calling. And each
summer, top
high school
students explore
the teaching profession
at the Governor’s School for

Prospective Teachers.

Putting computers
to work
One of the biggest challenges K-12
teachers face is learning how to make
computers work for them and their
students. UT is helping in many ways.
More than 3,300 teachers and admin-
istrators attended the 1996 Tennessee
Educational Technology Conference
cosponsored by the Tennessee Depart-
ment of Education and UT’s Center for

Government Training. There were four

days of conference sessions,
23 hands-on seminars by
experts in technology appli-
cations, and exhibits by
vendors. Continuing educa-
tion and academic affairs
professionals from UT
teamed up with staff of the
Tennessee Department of
Education, the State Board
of Regents, Vanderbilt University, the
state Office of Information Resources, and
several public school systems to further
state Education Commissioner Jane
Walters' vision for ConnecTEN, the
K-12 Internet project to provide local
access to the World Wide Web for all

Tennessee public schools. UT staff

helped plan and coordinate a
train-the-trainer workshop, which
ultimately will reach about 46,000
Tennessee teachers. Dr. Dale Doak, UTK
professor of education, designed and wrote
the workshop curriculum.

UTK departments collaborated for-
mally and informally with Knox County
schools to win 10 “Goals 2000” grants
from the state Department of Education.
Halls Elementary School, sponsored by
UTK, received $60,000 for a computer
linkup with a school in Russia. The UTK
geology department trained teachers
throughout the Knox County system to
use computers to produce

maps and graphs.



The UT Martin Center of Excellence
in Science and Mathematics Education
provided Internet training for 20
science and math teachers
in Weakley County.

The center also

branched out to train

teachers throughout Ten-
nessee and in contiguous
states on learning technologies
that included the Internet.

The UTK Colleges of Engi-
neering and Arts and Sciences, with
Hoechst Celanese Corporation,
developed the K-12 Science/Engineering
Outreach program. Purpose is continuing
education for teachers and motivation for
students to pursue careers in science and
engineering. In a year and a half, the
College of Engineering sponsored 88
demonstrations reaching 24 elementary
schools and 15 middle and high schools,
16 workshops for teachers, and 33 commu-
nity events and environmental
fairs. Almost 5,000 students
and more than 1,250
teachers participated. The
program has a World
Wide Web site and a
newsletter to help teachers improve
their science and engineering knowledge
and skills.

Teachers of special needs children
benefit from UT training. Occupational
therapists from the UT Memphis College
of Allied Health Sciences educate and
assist primary and secondary school teach-

ers as to the best ways to promote
learning and development of

special needs students.

more independent, equipped with learning

and performance tools, they have better

. . . 1
self-esteem, creating a positive learning

experience for students and increas-
ing the motivation of both
teachers and students. For the
eighth year, UT Chattanooga
received a grant for educat-
ing teachers about
children with special
needs. Teachers
throughout Tennes-
see can earn up to six
hours of graduate credit while learn-
ing to work with infants, toddlers, and
preschool children with disabilities.

The UT Martin School of Education
received a grant from THEC to recruit,
advise, and mentor minority students for
careers in education. The program goal is
to increase the number of minority teach-
ers in Northwest Tennessee. Thirty
minority students participate in this

project, which provides
tuition, books, and
stipends. The School of
Education has a minority
mentoring component
that enhances the aca-
demic and social skills of
minority students.

UT Martin offered the Governor's
Academy for Teachers as Leaders in a
Diverse Society. The program increased
elementary teachers’ knowledge and skills
in becoming role models and instructional
agents for addressing cultural diversity in
schools and communities. The academy
trained teachers in designing, integrating,
and implementing cultural diversity

themes and curriculum units.

UT Martin grant funds
school improvement

The UT Martin School of Education
received a Title One grant for $100,000 from
the Tennessee
Department of
Education to pro-
vide a system of
school support
teams to Title One
school-wide pro-
grams and schools
identified as need-
ing improvement.

Teams work with

schools as they

develop and imple-

ment their improvement plans, periodically
review the progress of the schools, and make
recommendations for improvement. Teams
also offer staff development activities to help
improve instruction.

UTK professors Gerald Vaughan, Charles
Clark, and Tamara Miller taught in the Knox
County schools this year as the first Scholars-
in-the-Schools. The program was created by
the College of Arts and Sciences. The three
also worked with faculty in the schools shar-
ing ideas to improve the teaching/learning
process. Private gifts supported the program.

UTK offers numerous summer programs
for K-12 teachers including the Academy for
Teachers of Science and Mathematics, the
Governor’s Academy for Teachers of Writing,
Geography Summer Institute, Implementing
Science Learning Technologies, two
Lyndhurst programs for alternative teacher
preparation, the Stokely Conference for
Teaching Writing, agriculture and forestry
workshops, and many more.

UT Chattanooga’s Challenger Learning
and Teaching Center marked its first anniver-
sary. The center includes a simulated space
shuttle, mission control room, and space sta-
tion. More than 6,500 middle school students

flew missions during the center’s first year.



We are lucky to have an excellent

system of roads in Tennessee.

UT plays a significant role in making

our streets and highways safe.

With funds from the Tennessee
Department of Transportation and the
Federal Highway Administration,
UTK’s Transportation Center operates
the statewide Tennessee Transpor-
tation Assistance Program. Each year
TTAP trains hundreds of city, county,
and state officials on how to safely

design, maintain, and operate streets

Investments in UT result in

safer roads

The UTK College of
Engineering worked
with the Tennessee
Department of Transpor-
tation to predict how the
state’s thousands of
highway bridges would
perform in a major

earthquake.

throughout the state. Popular

courses address topics such as

work zone safety, highway

drainage, and pothole repair.

TTAP also works directly with

local governments to eliminate safety
problems at intersections and on local
streets, and it disseminates

technical information, video

training tapes, and updates on

new products and procedures.

Last year, faculty and staff

working through TTAP helped smaller
cities identify intersections that needed
traffic signals to prevent accidents and

improve traffic flow. The cities receiv-

ing the service were Dandridge,
Dickson, Dyersburg, Gatlinburg,
Jefferson City, Newport,
Maryville, Monterey, and
Mountain City.

The Transportation Center
is an interdisciplinary research and
service unit. Dr. Steve Richards, direc-
tor of the Transportation Center, also
heads the Southeastern Transportation
Center, a U.S. Department of Trans-
portation-sponsored research group
representing Alabama, Florida,

Georgia, Kentucky, Mississippi, North

and South Carolina, and
Tennessee.

The Transportation Center
also houses the Pedestrian
Safety Institute, which serves

as a national clearinghouse for informa-
tion on pedestrian safety research.

The UTK College of Engi-
neering worked with the
Tennessee Department of
Transportation to predict how
the state’s thousands of high-

way bridges would perform in a major
earthquake. By instrumenting existing
bridges, the researchers—Drs. Ed
Burdette, Hal Deatherage, and David

Goodpasture—stud-

ied how earthquake

bridge piers. The results
of this research are being
used to develop seismic retro-
fit designs and to prioritize bridges

for retrofitting.

ONE
WAY



Researchers study
bridge safety

Drs. Burdette, Deatherage, and
Goodpasture also were involved in a
three-year study of the [-40 bridge over
the Holston River in Knox County. They
studied the stresses brought on by truck
traffic and the adequacy of the bridge.

Repairs to the bridge were found to be

adequate to reduce stress at critical loca-
tions. Not all state bridges, though, are so
large and sophisticated. Forestry scientists
in the Agricultural Experiment Station,
led by Dr. Paul Winistorfer, compiled a
Timber Bridge Inspection Manual and
Field Inspection Guide to help local gov-
ernments that do not have personnel with

technical training in bridge inspection.

Two UTK political sci-
ence researchers, Drs. Lilliard
Richardson and David Hous-
ton, studied the effectiveness
of methods designed to re-
duce trafficaccidents. They
found that states that more
strenuously enforce traffic
safety laws seem to have
fewer accidents. They looked at state laws
requiring usage of seat belts and child safety
seats, at minimum drinking ages, and at how
strictly laws are enforced, then compared the
number of injuries.

Even a unit of the University that
produces educational video programming
contributed to safer roads in Tennessee. The
Center for Telecommunications and Video
produced a series of television and radio spots
and artwork for outdoor advertising as part
of a safe driving campaign targeted at
young drivers, ages 16-24. The spots
were to air last summer in Tri-

Cities for evaluation and be
offered statewide in the fall.
The project was produced for
the Governor’s Highway
Safety Program.

And at UT Memphis,
medical technology faculty
Paulette Sutton, Bobbie Stacks, and
David Stafford (all UT alumni) are active in
Driving Under the Influence instrument train-
ing for law enforcement officials in the state.

Keeping roads in good shape is a costly
proposition, and UT’s County Technical
Assistance Service developed a way for county
highway departments to better monitor the
cost. CTAS developed a job costing database
that is being installed in counties all across
Tennessee and a similar system for

noncomputerized highway departments.



Investments made in UT pay back much more

than face value to the state. A recent study

showed that for every dollar Tennessee

appropriates to UT, the University pumps $3 into

the state economy. Not only does UT supply

Tennessee with well-educated professionals;

it also helps its businesses grow and prosper.

The Community Partnership Center at
UT Knoxville helps stimulate community
development while at the same time train-
ing graduate and professional students.
Students collaborate with community

Investments in UT result in

enhanced economic development

UT Chattanooga’s
Institute for Women as
Entrepreneurs helped
125 women improve
their business skills

last year.

groups on development projects in low-
income areas—for example, helping with
small-business development, gathering
neighborhood histories, and exploring job
training programs. Working

through the Legal Clinic and the

School of Planning, CPC has

provided legal and technical

assistance to community devel-

opment efforts such as a

small-business incubator in

Hancock County and

a Knoxville redevel-

opment project

that aims to

build a center-

city business park.

Working with busi-
nesses throughout the state is
one of the most direct and effective
ways in which the University influences
and enhances economic development.
Helping businesses operate more
efficiently and profitably means a higher
standard of living for Tennesseans.

For nine years, the U.S. Department
of Defense has contracted with UT’s
Center for Industrial Services to provide
procurement assistance to Tennessee

business and industry. During

fiscal 1995, CIS worked with

1,700 clients and documented

$17.5 million in contract awards.

One Chattanooga-area manufac-

turer received an $8 million

contract to make gloves for the troops

in Bosnia. During the nine years, Ten-
nessee clients have won more than

$540 million in contracts working directly

with DOD.

Partners in training,
employment

UT Martin’s relationship with MTD
Products Inc. exemplifies a cooperative
partnership between higher education and
industry. The Martin plant, which opened

in 1985 and employs more than 750
workers, manufactures and distributes
lawnmowers worldwide and produces
automobile parts for Chrysler, Ford, and
Toyota. The University's presence
was a primary reason MTD
, located the plant in Martin.
Highlights of the relationship
include a series of training
programs provided to MTD
by the UT Martin
School of Business
Administration and a

part-time employment

sity students to work in the
plant while pursuing their
degrees.
Corporate-level and
international training are the
cornerstones of a highly success-
ful partnership between UT Martin
and Goodyear Tire and Rubber Co., which
has a plant in Union City, Tennessee.
UT Martin offers career development for
Goodyear executives through the
Goodyear Management Institute.
The UT Space Institute, Arnold
Engineering Development Center, and

Sverdrup Inc. cooperated to
develop a process that uses laser
technology to produce a “stain-
less steel” surface on mild steel,
thus eliminating the need for

costly cleaning and replacement
of the rusted piping in wind tunnel air
ducts. UTSI has applied for a patent on
the process, which has been licensed to a
Tennessee company for commercial use in
rust protection of steel structures and
aircraft wings and landing gear.

UTSI also is working with a Tennessee
company, Worth Inc., to design a better
softball. UTSI researchers are doing
computational and experimental work to
investigate the effect of stitch patterns on
aerodynamic performance. Determining
the effect that stitching
has on ball trajectory will
point the way to design of
an improved ball.

One of the most
high-profile University/
industry ties is the UTK-Exxon Chemical
Company partnership in the Textiles and
Nonwovens Development Center. New
products developed at TANDEC include
an improved fabric for medical gowns and
drapes and other protective medical
apparel. The new fabric, which is close to
test-market production, is more economical
than current products that prevent the
transfer of bloodborne viruses. Through
funding provided by Exxon Chemical
Company, Dr. Randall Bresee has devel-
oped an on-line image analysis system to
characterize nonwoven web structures.
The system is controlled by the Webpro
software, which is now commercially
available.

Through the Center for Industrial
Services, UT Memphis faculty members
Jack Buchanan and Michael Rosen (asso-
ciate professors of biomedical engineering
and orthopaedic surgery respectively) have
contracted to help small firms in the state
with the focus of their work in industrial
health and electronic commerce.



What a spectrometer
can do

The UTK chemistry department
helped Fleetguard, a small Tennessee firm
that makes engine coolants and lubri-
cants, identify the sources of variability in
raw materials. A new spectrometer was
perfect for the job: Scientists analyzed
the materials and found the problem.
Fleetguard also asked for analysis of other,
more complex materials to find why
some were more effective than others.

Dr. Kelsey Cook, professor of chemistry,
said the methods the department devel-
oped “should have applicability

well beyond the scope of

Fleetguard's problems. In the

course of solving a problem

for a Tennessee constituent,

we developed methodology that

should be of broad utility for important

areas of chemical analysis.”

Growing new businesses is an excel-
lent way to stimulate economic
development. UT Chattanooga’s Institute
for Women as Entrepreneurs helped 125
women improve their business
skills last year. Women account
for the fastest growing segment
of small-business owners. The
institute, part of the school
of business administration,
provides information, advice,
counseling, consulting, and
networking opportunities free.

UTCs partnership with the
Southside redevelopment initiative
encompasses the community stadium
project which, when opened in fall 1997,
will provide a major boost to an economi-
cally depressed section of Chattanooga.

Rural economic development is
another area in which UT is involved.
Agricultural extension faculty have
helped 29 rural counties develop strategic
plans for economic and social develop-
ment. Two pairs of counties achieved
Economic Community designation, and
each pair received initial federal assis-
tance of $2.95 million. The pairs are
Fayette and Haywood counties and Scott
County and its Kentucky neighbor,
McCreary County. Initial assistance
stimulated an additional $12 million in
infrastructure development in Scott
County and more than $6.8 million in

economic and social improvements in

Fayette and Haywood counties.
Extension faculty helped other

state agencies recruit a poultry firm,

Hubbard Farms, to rural Bledsoe County.

The economic impact could exceed

$25 million a year.

Extension helps fight
flood damage
When Mississippi River flooding
caused a planting delay on more than
40,000 acres in five West Tennessee
counties, Extension specialists and agents
worked with farmers and
agribusiness people to turn
to alternative crops and to
handle residual herbicides.
Rather than a total loss on
these acres, farmers received about
$7.9 million from this once-flooded land.
The WestNet leadership development
program and UT Martin’s School of Arts
and Sciences sponsored West Tennessee’s
largest economic development conference
in history last year in Jackson. The
conference attracted 270
participants and featured a
keynote address by Wilbur
Hawkins, deputy assistant
secretary for economic
development of the U.S.
Department of Commerce.
Internet access is an
important element of commu-
nity and economic development. UT is
helping in projects in two of Tennessee’s
major cities. Dr. Jack Buchanan
of UT Memphis works with
the Memphis Educa-

tional Computer

Connectivity Alliance. This research combines
the efforts of several Memphis universities and
colleges to enhance medical education and
nutrition in the inner city using computer net-
works. Dr. Buchanan received a $1.3 million
grant from the National Science Foundation for
the work.

In Knoxville, UTK is a major player in
KORRnet, the Knoxville-Oak Ridge Regional
Network. This grassroots effort provides access
to community information for and about Knox-
ville, Oak Ridge, and the surrounding area.
The network came on-line in spring 1996 and
presents Internet opportunities for citizens who
once might never have considered using com-
puter networks.

Perhaps the oldest formal economic devel-
opment arm of the University is UT Knoxville’s
Center for Business and Economic Research.
CBER, founded in 1937, annually prepares the
Economic Report to the Governor and main-
tains the Tennessee econometric model of the
state economy, which provides quarterly,
annual, and long-term economic and fiscal
forecasts. A monthly economic indicator series,
the Tennessee Economic Overview, is prepared
for the state and for the state’s metropolitan
statistical areas. The center also projects
monthly tax collections for the state Depart-
ment of Finance and Administration; does
economic and fiscal impact studies for the state,
local governments, and the private sector; and
analyzes economic development incentives for
the state Department of Economic and Commu-
nity Development.



UT Chattanooga

UTC’s Southeast Center for Education
in the Arts will receive $875,000 over the
next five years as part of the Annenberg
Foundation’s $4.3 million challenge grant to
place arts education at the core of elemen-
tary and secondary school reform. The grant
will support an initiative, “Transforming
Education through the Arts Challenge,” by
providing funds for schools in six regions,
including the Southeast, to demonstrate how
education in the arts can improve student
achievement.

A federal grant to the Chattanooga
Family Services Corps, a project developed
by UTC social work professor Jim
McDonnell, provided tutors to 500 at-risk

children in inner-city schools. The project

helped the youngsters improve their aca-

demic performance while instilling in the
tutors a commitment to
community service.

The Southeast Institute
for Education in Theatre
conducted the nation’s first
invitational conference on
discipline-based theatre
education. The J. Paul

Getty Trust and local foundations supported
the conference, which included the partici-

pation of 24 distinguished theatre educators
from throughout the U.S.

UTC proposed a master of science degree
in environmental science. The program
would help prepare students to address issues
such as sustainable development, conserva-
tion, and efficient management of resources.

Dr. Irven Resnick, holder of UTC’s
Chair of Excellence in Judaic Studies,
and Chancellor Frederick Obear were ap-
pointed by Governor Don Sundquist to
subcommittees of the Tennessee-Israel Co-
operation Committee.

UTC again hosted the Southeastern
Conference Women's Basketball Tourna-
ment—with record-breaking attendance.

UTC’s Communication Department was
recommended for full accreditation by the
Accrediting Council on Education in Jour-
nalism and Mass Communication.

The campus established a Teaching Re-
source Center with the support of the UC
Foundation. The center, directed by Dr. Karen
Adsit, helps faculty enhance teaching skills.

UT Knoxville

For the second year in a row, UTK was
ranked as one of the best education values
among the nation’s major universities. U.S.
News and World Report ranked
UTK eighth in its best value
index based on quality ratings of
top universities divided by the
total of tuition, required fees, and
room and board.

The new International
House was dedicated in February.
The new facility welcomes
people and groups from through-
out the campus population, not just
international students. Student activity fees
paid for the new building. The old Interna-

More highlights of 1995-96

tional House on Cumberland Avenue was
displaced by the expansion of the College of
Law.

Several UTK programs received national
recognition.

—U.S. News and World Report ranked
three UTK graduate programs in the top 50
in their respective categories—advertising,
eighth; business, 47th; and law, 47th.
Rankings are based on faculty resources,
research activity, test scores, and reputation.

—The American College of Trial Law-
yers ranked the law college No. 1 in the
nation in 1996 for the way in which it trains
trial attorneys. Past winners of the ACTL's
annual Emil Gumpert Award
for Excellence in Teaching
Trial Advocacy include
Harvard, Yale, New York
University, and UCLA.

—The textiles and cloth-
ing program in the College of
Human Ecology was ranked
No. 1 in the U.S. by the
Clothing and Textiles Research
Journal. The journal assessed 183 programs
on the number and quality of faculty,
students, publications, and other criteria.
Cornell and Ohio State ranked second and
third. The UTK College of Human Ecology
has the world’s only on-campus non-woven
textile processing laboratory with melt-
blown and spun-bond lines.

—Public Accounting Report called UTK's
master of accountancy program the 17th best
in the nation and 12th best among public
universities.

A team of master’s of business adminis-
tration students from UTK won the National
Black MBA Association’s annual Council for
Advancement and Support of Education

competition against a field that
included 11 business schools rated
in the nation’s top 20 by Business
Week magazine. Second place
went to Johns Hopkins University
and third to Stanford University.
Last fall’s freshman class
ranked as UTK’s best ever. The
class had the highest ever ACT
score, grade-point average, and
percentage of students in the top 10 percent
of their high school graduating classes. The
new Bicentennial Scholarship program
helped recruit outstanding students.

UTK and the University of Virginia
launched the first cooperative master's de-
gree program in information sciences via
distance education technology. Using tele-
conference communications systems,
Tennessee students can earn a master of
science degree in information sciences in
Chattanooga, Kingsport, and Memphis.
Classes at multiple locations in Virginia will
enable students to earn an advanced degree
without crossing state lines.

UT Martin
UT Martin received $600,000 of a

$1.2 million gift to the University of Tennes-

see from Clayton McWhorter, chairman of

Columbia/HCA and University of Tennessee

trustee. The first awards were available for
fall semester 1996 to
students who work part-
time. This gift and
others brought UT
Martin to the $9.2
million mark toward
its $11 million goal
for the 21st Century
Campaign.

The new Skyhawk
softball field was named in April for long-
time UT Martin women’s athletic director
Bettye Giles. Giles was a member of the
University’s faculty for 42 years and served as
athletic director for 25 years. She was in-
ducted into the UT Martin Athletic Hall of
Fame in 1985.

UT Martin set a record head-count
enrollment for fall semester 1995 with
5,812 undergraduate and graduate students.
This eclipsed the previous high of 5,696
students in 1983.



UT Martin’s department of communica-
tions was fully accredited by the Accrediting
Council on Education in Journalism and
Mass Communications. All UT Martin pro-
grams eligible for accreditation are presently
accredited.

The Faculty Multimedia Center in the
Paul Meek Library opened spring semester
and allows faculty members to develop and
test state-of-the-art multimedia instructional
materials and teaching methods for the class-
room. The technology was made possible
by a gift from Harry and Rosemary Crisp.
Dr. Glenn Everett, associate professor of
English, manages the new center.

The Student Affiliates of the American
Chemical Society (SAACS) chapter was
named an outstanding chapter for the 18th
straight year. Only 18 chapters out of 900
chapters at colleges and universities in the
U.S. and Puerto Rico won the outstanding
rating.

UT Memphis

For the sixth consecutive year, pharmacy
graduates achieved a 100 percent pass rate on
the national pharmacist licensing exams.
Also 100 percent of the 1995 occupational
therapy graduates (23 students) passed the
January 1996 certification exam.

The UT Memphis College of Nursing is
one of three Southern sites receiving funding
from the Kellogg Foundation to educate
tenured, doctoral-level faculty in nursing
schools to be family nurse practitioners. The
college is ranked as the best faculty practice
in the nation by the National Organization
of Nurse Practitioner Faculties.

American Health magazine named five
UT Memphis faculty among the 1,019 Best
Doctors in America in its March 1996 issue:
Dr. William Applegate, professor and chair
of preventive medi-
cine for his work in
geriatric care; Dr.

Walter Hughes,

professor of pediat-

rics for his efforts

in pediatric AIDS;

Dr. Fred Barrett,

professor of pediat-

rics for the field of pediatric infectious
diseases; Dr. Larry Kun, professor and acting
chair of radiation oncology for pediatric
oncology; and Dr. Thom Lobe, professor of
surgery for pediatric surgery.

UT Memphis researchers found that
“imitation is the sincerest form of flattery.”

The prestigious journal The Scien-

tist (November 1995) listed the

faculty seventh among Southern
universities and 36th nationally in

the number of times their pub-

lished research work was cited by

other researchers. UT researchers

ranked 12th nationally in the

increase in the number of times faculty were
cited by other researchers when compared to
the four-year period 1981-85, the last time
the journal did the comparisons.

UT Memphis received four-year funding
totaling $776,000 from the U.S. Department
of Education through the Ronald E. McNair
Postbaccalaureate Achievement Program.
The funding will be used to help undergradu-
ates attending local institutions prepare for
graduate studies in biomedical sciences. This
is one of 14 health careers programs that
provide training, science enrichment, or
apprenticeships that reached 502 elementary
through college-age students aspiring to
careers in the health professions.

Institute of Agriculture
Eight hundred 4-H members and adults
from throughout the nation participated in
the first national 4-H Congress held in Ten-
nessee last November. Tennessee will again
host the national congress this year and next.
Charles Graves, professor of crop produc-
tion in the Department of Plant and Soil
Science, was named Man of the Year in
Service to Tennessee Agriculture by the
editors of Progressive Farmer magazine. His
research led to the adoption of 30-inch rows
by many state corn producers, which has
increased the income of state food producers
by about $7.5 million a year.
More than 4,000 Tennessee families that
receive food stamps participated in a nutrition
education program provided by
the Agricultural Extension
Service. About 92 percent said
they had improved their diets.
During the year, the families
saved more than $400,000
on food while eating more
nutritious diets.
Two scientists from the
Institute of Agriculture were named fellows
in the American Association for the Advance-
ment of Science. Dr. John Foss, professor of
plant and soil science, was honored for his
research in soil science and soil archaeology.
He recently completed a term as president of
the American Society of Agronomy.

Dr. Peter Gresshoff,
who holds the
Racheff Chair of
Excellence in Plant
Molecular Genetics,
was recognized for
his studies of devel-
opmental genetics
of nodulation in legumes, genome analysis,
and technology developments for molecular
mapping and DNA fingerprinting in plants.

Institute for
Public Service/
Continuing Education

The Institute for Public Service was the
first UT unit to exceed its 21st Century
Campaign goal. Nearly $3 million was given
or pledged by the end of fiscal 1996, surpass-
ing the $2 million goal. IPS agencies
received major commitments from the Ten-
nessee Municipal League
Risk Management Pool,

PESA Switching Systems,

Mr. and Mrs. W. Dwight

Kessel, and Mr. and Mrs.

Eugene Puett. The Munici-

pal Technical Advisory

Service received gifts or

commitments ranging from

$400 to $25,000 from nearly

one-third of Tennessee’s

342 cities. A fund-raising

dinner to celebrate Mr. and Mrs. Kessel’s gift
to the County Technical Assistance Service
added almost $11,000 to the Kessel Special
Project Consultants Endowment. Pledges
during the IPS family campaign totaled more
than $300,000.

Statewide Continuing Education was
instrumental in developing guidelines for
distance education, leading to the graduation
this year of the first class of part-time stu-
dents receiving the MBA via distance
education. The students were from the
Knoxville area. They took UT Chattanooga
courses by two-way interactive video and
received the MBA from UTC without going
to that campus. Cooperation of the UTC
Division of Continuing Education and the
UTK campus, using UT EDNET, made the
program possible.

The 1996 annual Solid/Hazardous Waste
Conference marked the silver anniversary of
the partnership between IPS and the Ten-
nessee Department of Environment and
Conservation. The organizations work to
bring state and local government leaders,



regulatory enforcement personnel, technical
assistance providers, environmentalists,
business and industry representatives, and
environmental experts together to share
information on innovations and best prac-
tices in waste management. The conference
has grown from 200 to 1,200 participants
and 110 exhibitors.

UT Space Institute

Faculty began working on a new method
of burning coal to increase efficiency and
reduce emissions. The four-year, $9.2 million
project is supported by the U.S. Department
of Energy. DOE also funded a three-year,
$4 million UTSI research effort testing high-
temperature superconductivity to help
commercialize technology being developed
at the National Laboratories.

UTSI surpassed the halfway mark of its
$2 million goal as part of the University-
wide 21st Century Campaign. Major gifts
included $264,000 from the Thomas
Jefferson Endowment Fund to upgrade the

library and endow
two fellowships and
an annual lecture
series; $139,000
from UTSI faculty
and staff; $75,000
from Sverdrup
Corp. for a Chair of
Excellence;
$50,000 from ACS,
also for a Chair of
Excellence;
$62,000 from Dr.
Robert Young; $32,000 from Mr. and Mrs.
Bill Housholder; $10,000 from the Coffee
County Bank; and $12,720 from Alumni
Council members to equip a computer lab
for students.

UTSI recorded 141 direct consultations
with industry and other technology-
oriented organizations. Of this number,

73 are located in Tennessee.

Researchers continued work with
Westinghouse Corporation to develop a
commercial combustor for power generating
facilities. Funding for last year was $525,000.

Medical Center, Knoxville

Dr. Michael Caudle was named dean of
the Graduate School of Medicine, replacing
Dr. Reid Collmann, who retired. Caudle
continues as chair of the Department of
Obstetrics and Gynecology.

The Cancer Center of the UT Medical
Center at Knoxville received a $16,650 grant
to fund a year-long pilot program by the
Avon Breast Health Awareness Fund. The
program will test the effectiveness of promot-
ing breast health for women over age 40 in
Loudon and Monroe counties through local
churches. The counties were selected
because of their high rates of breast cancer.

The Tom and Katherine Black Intensive
Care Nursery celebrated its 25th year of
providing care to high-risk infants. In its
25-year history, the nursery has cared for
13,000 critically ill and premature infants.

The Lifestar emergency helicopter
service recorded its 10,000th flight.

Two more regional hospitals, Hawkins
County Memorial Hospital and Morristown
Hamblen Hospital, affiliated with UT Medi-
cal Center. Initial cooperative efforts may
include telecommunications, continuing
medical education, employee training, and
administrative support. Already affiliated
with the Medical Center are
LaFollette Medical Center, Woods
Memorial Hospital in Etowah,

Jefferson County Hospital, and
Harriman City Hospital.

Development and
Alumni Affairs

Gifts to the University totaled
$55.8 million during 1995-96. This
is an all-time record for UT and
only the second time gifts have
exceeded $50 million in a single
year.

The 21st Century Campaign,
begun in 1994, has gifts and pledges
of more than $265 million. The

campaign goal of $250 million was

raised to $308 million.
Thanks to campaign gifts
and pledges, UT has
many new scholarships
and faculty endowments.
The University en-
dowment continues to
rank in the top 12 or 15
nationally among public
universities. Having an
endowment of more than
$380 million puts UT in select company.

In addition to gifts actually received,
$12-$15 million in expectancies (wills
and bequests) were added. The Univer-
sity has a total of more than $210 million
in expectancies.

Increasing numbers of alumni partici-
pated in events held on the University
campuses and throughout the U.S. and
the world.

For the 33rd consecutive year, alumni
gave more money to the University
through the alumni annual giving pro-
gram than they did the year before,
contributing $13.5 million— a $2.1 mil-
lion increase over the previous year. Gifts
came from 52,075 alumni and other
friends, 2,400 more than the year before.

The annual giving staff, in coordina-
tion with the 21st Century Campaign
office and campus development officers,
planned for the kickoff of the National
Gifts Campaign in January 1997. A goal
of this closing phase of the 21st Century
Campaign is to generate a broad base of
participants from among all UT alumni.
The campaign will end June 30, 1998.



Revenuves set a record

UT revenues increased $16.4 million in fiscal 1996, reaching a total of $1.2

billion. The largest part of this record total came from the state of Tennessee—

$363.8 million, or 31 percent. The rest came from four other major sources.

© Two University hospitals, one in Memphis and one in Knoxville, accounted for

o Gifts, grants, and contracts provided 17 percent.

® Auxiliary enterprises and some smaller miscellaneous categories added

26 percent of the University’s annual revenue.

another 16 percent.

Gifts, Grants
and Contracts

Tuition and Fees [ ]

® Student fees provided about 10 percent. Revenues from fees increased
about $4 million, reflecting a three percent rate increase and some minor

enrollment growth.

Financial perspective

A quick look at UT
finances reveals
investments performing
handsomely and
revenues at an all-time
high. Detailed financial

statements follow in the

second half of this report.

$ (millions)

Expenditures mirror
UT missions

University educational and general
expenditures grew by two percent during
fiscal 1996, with the major expenditures
paralleling the University's three mis-
sions—instruction, research, and public
service. Auxiliary enterprise expenditures
increased by three percent, while hospital
expenditures increased only one percent as
the health care industry adapted to the new
cost-controlled business environment of
managed care.

University investments
prosper

The market value of University endow-
ment funds and other funds invested for the
benefit of UT increased to $401 million in
fiscal 1996. The $53 million increase was
the largest ever, mirroring the success of the
University’s 21st Century Campaign as well
as continued strong capital markets.

The centerpiece of the University’s
endowment investment program is the
Consolidated Investment Pool, which
combines almost 1,500 endowment funds
for investment purposes. The pool’s market
value grew by $36 million to $223 million
last year. Investment performance for the
pool compared very favorably to similar
funds, with an annual return of 16.8 per-
cent. University endowment funds that
must be invested separately due to donor
restrictions or asset types were valued
at $11 million, and life income trusts
increased to $32 million.

Two other major funds invested for
the benefit of UT are:

o Chairs of Excellence Trust. Begin-
ning in 1984 and intermittently until
1990, the state appropriated funds for the
Chairs of Excellence endowment. The
University is required to match dollar for
dollar the state funds, and when fully
matched, there will be 49 chairs. The

Monies Invested for the Benefit of UT by Fund

UT Revenue Sources

State Funds [JJ
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treasurer of the state of Tennessee man-
ages the trust, which had a June 30, 1996,
market value of $71 million.

¢ University of Chattanooga Founda-
tion. The UC Foundation benefits UT
Chattanooga and for fiscal year 1996 dis-
tributed $2.3 million for scholarships and
programs at UT Chattanooga. University
financial statements do not include finan-
cial data of the UC Foundation. The
market value of foundation assets on June

30, 1996, totaled $64 million.
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In conclusion, | would like to thank some very important groups for their
support last year.

First of all, thank you to the members of the immediate UT family: trustees,
students, faculty and staff, and alumni. The wise counsel of the members of this
Board of Trustees guides our institution in the most effective way possible. Your
willingness to devote your time and energy to the University advances the cause of
all of higher education in Tennessee.

Without students, there would be no University, and our students on all of our
campuses are second to none. Our faculty deserve sincere thanks for their hard work
in carrying out the University’s missions of instruction, research, and service. They
are the backbone of our University. The staff make possible the efficient operation

of the University, providing services that are
Ma “y ' h a “ ks necessary for our statewide institution to flourish.
They are a talented and hardworking group.

And to our alumni, we owe a continuing debt of gratitude. They give of their
time and money, send us good students, and help us form valuable partnerships with
other organizations. Their involvement and interest is vital.

Sincere thanks to the General Assembly and to the administration of Governor

r Don Sundquist. The state is

UT’s primary funding source,
and we are grateful for its sup-
port. We value the input and
encouragement of the leaders
of state government and look
forward to continued cordial
relationships.

Thank you to our corpo-
rate friends who support our
academic programs, share
technology with us, and hire

our graduates. We also appreciate the other institutions and organizations with
which we enjoy productive working relationships.

The leaders of our 2 Ist Century fund-raising campaign deserve special thanks for
their hard work and dedication to the University. The dollars that the campaign
leaders have raised will help UT meet the challenges of the coming century. And to
all of our contributors, both alumni and other friends, we say a special thank you.
Your gifts allow UT to provide “extras”—such as scholarships, faculty awards, and
library enhancements—that make a truly outstanding university.

Each of these groups invests in UT. They may invest time, money, or both.
Their investments are critical to the University’s success. We are proud of the

dividends those investments pay.

Joseph E. Johnson

President
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STATE OF TENNESSEE
COMPTROLLER OF THE TREASURY

DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT

SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 741-3697
FAX (615) 532-2765

Independent Auditor’s Report
September 20. 1996

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

Nashville. Tennessee 37243

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the University of Tennessee. which is a component unit
of the State of Tennessee. as of June 30, 1996, and June 30, 1995, and the related statements of changes in fund balances
and current funds revenues. expenditures. and other changes for the year ended June 30. 1996. These financial state-
ments are the responsibility of the university’s management. Our responsibility is to express an opinion on these tinan-
cial statements, based on our audits.

We conducted our audits in accordance with generally accepted government auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial state-
ments are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and signifi-
cant estimates made by management. as well as evaluating the overall {inancial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

As described in Note 2 to the tinancial statements. the university has excluded the liability for accrued compen-
sated absences from the accompanying balance sheets. In our opinion, accrued compensated absences should be in-
cluded to conform with generally accepted accounting principles. The recognition of this liability would have increased
the liabilities of the unrestricted current fund by $49.734.929.94 at June 30. 1996, and $48.109.437.06 at June 30, 1995,
and increased the unrestricted current tund expenditures by $1.625,492.88 for the year ended June 30, 1996. and
$3.100.377.47 for the year ended June 30, 1995.

In our opinion. except for the effects of not including the liability for accrued compensated absences in the
accompanying balance sheets. discussed in the preceding paragraph. the financial statements referred to above present
fairly. in all material respects. the tinancial position of the University of Tennessee. as of June 30. 1996, and June 30.
1995, and the changes in fund balances and the current funds revenues. expenditures. and other changes for the year
ended June 30, 1996, in conformity with generally accepted accounting principles.

The schedules and statistical data presented outside of the basic financial statements were not audited by us.
and accordingly. we express no opinion on them. In accordance with generally accepted government auditing standards.
we have also issued reports dated September 20, 1996, on our consideration of the university’s internal control structure
and on its compliance with laws and regulations.

AAH/tp



Management Responsibility
for Financial Statements

The financial statements on the following pages have been prepared in general conformance with
College and University Business Administration, which sets forth generally accepted accounting prin-
ciples for colleges and universities. The management of the University of Tennessee is responsible
for the integrity and objectivity of these financial statements.

Management believes that the University’s highly developed system of internal accounting con-
trols 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 communica-
tion of fiscal policies and procedures, careful selection of qualified financial staff, and an extensive
program of internal audits and management reviews.

The financial statements have been audited by the State of Tennessee, Comptroller of the Trea-
sury, Division of State Audit. The auditors’ opinion, as shown opposite this page, is based on audit
procedures described in the second paragraph of their opinion letter, which include obtaining an
understanding of University systems, procedures, and internal controls, and performing tests and
other auditing procedures sufficient to provide reasonable assurance that the financial statements
neither are materially misleading nor contain material errors.

The statements contained in this report are intended to provide a picture of the flow of financial
resources of the University during the fiscal year 1995-96 and the balances available for the future.
A separate publication entitled Report of the Treasurer 1996 contains detailed supporting schedules
and appendices and is available for those who wish to make a more extensive analysis of University
operations. The supporting schedules and appendices are designed to supply analysis of important

items summarized or consolidated in the financial statements of this report.

Respectfully submitted,

YudibJoo—’

Emerson H. Fly Charles M. Peccolo
Executive Vice President and Treasurer

Vice President for Business

and Finance



June 30, 1996

With Comparative Figures at June 30, 1995

Assets
CURRENT FUNDS 1996 1995
Unrestricted
General
Cash and Cash Equivalents (Note 3) .....cccoovvreeiriniineceieeee, $ 93,105,849.15 ........... $ 101,651,695.31
Accrued Interest Receivable ..........ooocoooiioiioiiiiieeeeeeeeeeeeeeee 2,073,883.05 ........... 2,188,422.88
Accounts Receivable (Net of Allowance of $2,618,81724
at June 30, 1996, and $2,856,985.00 at June 30, 1995) ................. 9,877,548.28 ........... 12,408,741.16
[NVENEOTIES .vvviiieiieeciieeceeee e 5,192,583.93 ........... 4,614,146.83
Prepaid Expenses and Deferred Charges 2,7182,215.50 ........... 2,361,645.39
Due From Life Income Funds ......ccccocoovvivivivicicicccceeeeeieeee e,
Total General c......oooviiiiiiiiiiciieeeeeeeeeeeeeeeeee e $
Auxiliary Enterprises
Cash and Cash Equivalents (Note 3) ....cccoeiiiieiicccien $ 17,393,511.98 ........... $ 18,872,040.06
Accounts Receivable (Net of Allowance of $1,332,295.19
atJune 30, 1996, and $2,503,591.98 at June 30, 1995) ................. 3,392,518.39 ........... 2,814,110.95
INVENEOTIOS vt 5,562,350.42 ........... 4,971,643.48
Deferred Charges ........ccooveveieiiiiiiiieiieieieeeeieeeee e 431,222.76 ........... 328,818.44
Total Auxiliary ENterprises .........ccoveeveeverievereireriereeennnns $ 26,779,603.55 ........... $
Hospitals
Cash and Cash Equivalents (Note 3) .....ccccocveririririrnieerrrieienen, $ 28,491,074.13 ........... $  24,113,191.00
Accounts Receivable (Net of Allowance of $53,305,302.38
at June 30, 1996, and $52,015,099.91 at June 30, 1995) ............... 68,423,874.70 ........... 68,372,908.10
INVENTOTIES viivviiviieiiiciecie ettt 2,096,558.71 ........... 2,320,796.40
Deferred Charges ........cccoovveveeienieieeiieiseeiceseessesesssieneeiee e
Total Hospitals ......ccoviieviiiieieiicieeieeceeee e $  99,514,594.54 ........... $
Total Unrestricted .........ooveiiiiiiiiiiiiiiiiccccceeees $ 239,380,538.14 ...........
Restricted
Cash and Cash Equivalents (Note 3) ...ccooeeininieiiiicecen 23,126,799.20 ........... $  17,262,769.98
Accounts Receivable - Educational and General 47,579,287.17 ........... 44,896,119.33
Accounts Receivable - Hospitals ........c.cccoovveiriinnen. 759,401.02 ........... 1,382,897.88
Bonds (NOte 3) ..oovioieeiiieeeieeeeeeeeeeeeeeeaa 12,929.54 ........... 14,051.06
StOCkS (INOE 3) oottt s 19,750.00 ........... 19,750.00
Other Assets (NOTE 3) .ouviiiiiieieeeceeceeeeeee e 116,097.48 ........... 133,216.63
Real Estate Gifts (NOte 3) .oooviioiiioiieeeeeeeeeeeeeeeeeeeeeeeean 385,000.00 ........... 1
Total Restricted c..coooveveicieciceeiccceceeeeceeeeees O $
TOTAL CURRENT FUNDS. ..o $
LOAN FUNDS
Cash and Cash Equivalents (Note 3) ......cccoveeiriiinieieiececeeeen $  5,077,745.02 ........... $  4,173,503.36
Accrued Interest Receivable ........oooviveieioieeeee e 659,055.88 ........... 610,007.82
Notes Receivable (Net of Allowance of $1,810,466.25
at June 30, 1996, and $1,805,304.75 at June 30, 1995) woooeeivveveeee
TOTAL LOAN FUNDS ..o $ $



Liabilities and fund balances

CURRENT FUNDS
Unrestricted
General
Salaries, Wages and Benefits Payable ..........cccocovvvrvvnnnnsinne $
Accounts Payable (Note 1)
Payroll Taxes Payable .........cccocoviriiiiiniiiiieee
Deposits and Advance Payments ........c.cccceveeiiininicniicecene
Deferred REVENUE .....c.covceiviiiiiiiiiciciecee e
Fund Balances
Allocated for Working Capital ........ccccovvvvvvnrnnnrrnee
Allocated for Encumbrances (Note 11) .............
Allocated for Unemployment Compensation
Allocated for Revolving Accounts .........ccoeevveivieieenieinieieeenen
Allocated for Unexpended Gifts .......ccoveivierineirieineieieieieeeenens
Allocated for Reappropriation ............c.coceeeiriieninircnenininseeenes
Unallocated ........cooooiiviiiiiiiiieiciccceeee e
Total General .......ccoooovioiiiiiiieceeceeee e $

Auxiliary Enterprises
Salaries, Wages and Benefits Payable .........cccocooueivnivncciinn. $
Accounts Payable ........cccooeiiiiiiiieee
Deposits and Advance Payments
Deferred REVENUE .......cviuiiiciiiicicieeeeeee e
Fund Balances

Allocated for Working Capital ........cccceeveveiriiiieicceeccccccen
Allocated for Encumbrances (Note 11) ...occoovviiiiiiiiiiiiieeeee
Unallocated ......ccocevvvivieeiiieeccee,

Total Auxiliary Enterprises

Hospitals
Accounts Payable .........ccoccoiiiiii $
Salaries, Wages and Benefits Payable ..........ccooooviiniinninnnnnenn.
Fund Balances

Allocated for Working Capital
Memorial Hospital - KNOXVIlle vicumeuimesmmmsmsmssessssnssssssssnsssnssnssssanes
William F. Bowld Hospital - Memphis ........ccccooeviiiiiiirniines
Allocated for Encumbrances (Note 11)
Memorial Hospital - Knoxville ..........cccooveiiiniiininiiiiieiinn
William F. Bowld Hospital - Memphis
Allocated for Revolving Accounts .........ccoceiiceiieeneieeeenenes
Unallocated
Memorial Hospital - Knoxville ...........ccocooeeiiiiniiiiiiieinn,
William F. Bowld Hospital - Memphis )
Total HOSPitals .....c.coeueueiuiiiierieiiiiicieierieeeeeeeeeenes $
Total Unrestricted ...eeo.eeeeeeee oo $

Restricted
Salaries, Wages and Benefits Payable ...........ccccoeviiiicininiienn
Accounts Payable ..........ccccovniinniins
Deposits and Advance Payments............. .
Fund Balances
Educational and General
Auxiliary Enterprises .........ccccoceveueee.
Hospitals ....cocovevvveeeciciiicciiaen )
Total Restricted .........cccooviiiiiiiniiiiiccces $
TOTAL CURRENT FUNDS.......ccooiiiiieiiecine $

LOAN FUNDS
Fund Balances
Privately Sponsored Loan Funds - Restricted ........ccoceoviviveiinirnnnnne. $
Institutional Loan Funds - Restricted ..........ccooovvvviviiiiiiiciiecec,

Federal Participation Loan Funds - Restricted
TOTAL LOAN FUNDS ..o

1996

12,898,127.95 ...........
33,567,402.21 ...........
11,336,786.02 ...........
1,625,048.10 ...........
9,041,065.76 ...........

13,925,127.45 ..........
3,896,702.25 ...........
621,831.43 ........
8,060,903.33 ...........
1,796,359.07 ...........
3,983,689.57 ...........

557,934.18 ...........
1,863,772.32 ...........
1,165,123.38 ...........

10,749,022.18 ...........

8,943,050.34 ...........
597,945.30 ...........

14,658,388.14 ...........
5,534,345.01 ...........

55,803,521.42 ...........
14,714,893.24 ...........

3,800,740.83 ...........
433,359.10 ...........
1,104,069.32 ...........

9,905,759.76 ...........

871,585.74 ...........
2,458,405.81 ...........

65,849,568.52 ...........
313,365.48 ...........

4,232,906.20 ...........
2,186,888.77 ...........

1995

9,117,294.27
43,888,981.49
13,406,485.58
1,393,622.04
8,144,711.90

15,700,833.28
4,737,382.88
979,194.45
7,790,519.15
1,606,787.63
4,218,142.57

31,067.03
2,235,624.85
1,322,571.76

11,960,741.40

7,177,510.17
430,647.10

11,619,042.29
1,554,683.11

59,518,631.52
11,173,162.43

3,541,635.29
590,614.35
871,536.75

9,995,229.07

289,076.01
2,087,869.73
80,000.00

59,608,826.45
291,496.30

3,963,804.28
2,065,641.96



June 30, 1996

Assets

With Comparative Figures at June 30, 1995

ENDOWMENT AND SIMILAR FUNDS (Note 4)
Cash and Cash Equivalents (Note 3)
Accounts Receivable ..........c.cccoevevininnnne
Notes Receivable (Note 3) ...
Bonds (Note 3) ...cooevvevveeenns
Stocks (Note 3) cooveveveennnnne
Venture Capital (NOte 3) ...ouiiiiiieiiiieiiieeseeeeseee e
Assets With The University of Chattanooga Foundation, Inc.

(Note 3 and Note 10) ..ociiiiiieiieieeeeeeiet ettt
Assets Held By Others (Note 3)..
Real Estate Gifts (Note 3) ...........
Real Estate EQuity (NOtE 3) c.cvviuiiiiiiiiriiiciciicccnecicceevciceeeennn
Other ASSEts (INOLE 3) wooeeeieeeeeeeeeeeeeeeeeeeee ettt eeeeeeeeeeeeeeseneesiaeesenees

TOTAL ENDOWMENT AND SIMILAR FUNDS .......

LIFE INCOME FUNDS (Note 4)
Cash and Cash Equivalents (NoOte 3) ...ccooeeiiinneeninieccecciene
Accounts Receivable .........cccooovveviviiiniie.
Notes Receivable (Note 3) ..ccoooivieiviiieeicieeeeeeene
Bonds (Note 3) ccovveveveveeeenne.

Stocks (Note 3) ..oovvvevneennnen.
Real Estate Gifts (Note 3)
TOTAL LIFE INCOME FUNDS

PLANT FUNDS
Unexpended Plant
Cash and Cash Equivalents (Note 3) ....cooveiieiieeiieeieecsieeennn
Notes Receivable (NOte 3) ..ooviiiiiiiiiieeieeeeeeeeeeee e
Real Estate Gifts (NOte 3) wooouveevreeeieeeeeeeeeeeeeeeeeeeene
State Capital Outlay and Maintenance Receivable
Tennessee State School Bond Authority
Debt Proceeds Receivable
Stocks (Note 3)

Total Unexpended Plant .........cccooevvienieiviiinieinieieenens

Retirement of Indebtedness and Renewals and Replacements
Cash and Cash Equivalents (Note 3)
Due From Unexpended Plant .........ccoceeveverienrnnen.
Unexpended Construction Earnings Receivable
Assets With Trustees (Note 3)

Tennessee State School Bond Authority ........ccoovevvieinieinieieinns
Department of Education Student Housing Reserve .....................

Total Retirement of Indebtedness and
Renewals and Replacements ........ccocccovveinieieeniniiienenns

Investment in Plant (Note 1)
Land oo
Buildings
Improvements Other Than Buildings......
EQuipment .....cccoeovvinieiniiniiiicce
Library Books
LIVESTOCK vttt

Total Investment in Plant .......c.cccooovioiiviiiiiiieieee
TOTAL PLANT FUNDS .....cviiiiieeeeeeeeeeeeeeeeveeenne

AGENCY FUNDS
Cash and Cash Equivalents (Note 3) ....ccccoivirieeiinieieeeinieeeeeees
Accounts Receivable .........c.coocovviiviiciiiciceceeeeee .
Bonds (Note 3)
Stocks (Note 3)
TOTAL AGENCY FUNDS ..ot

See notes to financial statements.

$

$

1996
17,007,084.83
382,320.77
1,733,354.95
70,828,583.24
80,607,406.48
7,566,026.36

1,601,257.00

205,994.05
3,422,247.44
5,962,950.00

832,487.63
129,427.28
1,313,805.45
23,088,825.82
3,393,143.87

1995
12,748,967.54
76,107.43
1,704,286.94
62,788,550.11
74,660,625.15
5,793,990.36

1,348,304.00

202,627.00
3,160,356.28
6,003,700.00

392,742.72
8,969.97
1,551,736.76
19,718,750.66
2,552,917.01

$

$

$

4,799,187.23
4,973.81
82,700.00
406,719.15

7,094,202.64
886.15

89,083,999.68
340,995.96
22,831,998.90

32,802,171.21

953,030,875.63

69,798,317.02

407,970,287.50

63,385,020.00

3,780,495.46
368,895.87
198,750.00

268,710.97
99,530.00
3,416,350.19

6,847,632.42

77,774,249.14
11,878,048.53
240,873.52

22,920,053.35

30,440,266.21
899,966,618.57
63,662,404.56
378,089,194.78
61,861,200.00

3,086,671.07
414,311.98
198,750.00




Liabilities and fund balances

ENDOWMENT AND SIMILAR FUNDS 1996 1995
AccoUNLS Payable .......cccuiiiiiiiiiiceiee e $ 403,418.92 ........... $ 270,624.38
Fund Balances

Undistributed Gains and Losses on Investment Transactions ............ 39,714,120.76 ........... 32,365,487.18
Endowment - Restricted .......c.ccooieeviviiieieeeceee e 132,529,814.15 ........... 120,987,753.20
Quasi-Endowment - Restricted............... 16,344.74 ........... 16,344.74

Quasi-Endowment - Unrestricted

TOTAL ENDOWMENT AND SIMILAR FUNDS ....... $ $

LIFE INCOME FUNDS
Due To Unrestricted Current Funds - General .........cccoovevvviiiineinenen. $ 54,260.14 ........... $ 52,414.46
Fund Balances - Restricted .......cccoovevviviiviiicciecceeeeeeeeeeeeeeeeee e

TOTAL LIFEINCOME FUNDS .......ccoviiiiiiine $ $

PLANT FUNDS
Unexpended Plant

Accounts Payable ..........ccooeiieiiiiii e $ 5,590,904.14 ........... $ 5,716,396.78
Due To Retirement of Indebtedness ...........cccocveevieeiiciiciiiicieieee 11,878,048.53

Fund Balances
RESETICEEA 1vviiiceieeeceeeeee ettt ettt et ers e 4,348,358.26 ........... (8,907,002.46)

Unrestricted
DESIGNALEd ..ovvivieviieieiiiee e 2,393,935.56 ........... 1,912,664.62

Undesignated .........ccceoeeeiieinininiinevrnsvssvssneceeseenee e,

Total Unexpended Plant..........cccoceveiierereiiiieeiiieine 1z $
Retirement of Indebtedness and Renewals and Replacements
Fund Balances

RESETICEEA vivirieiieiieiieieeteeeet ettt sttt eae e eae e $  23,531,389.17 ........... $  23,577,820.57
LT 5 T <1 [P OURPO

Total Retirement of Indebtedness and
Renewals and Replacements .........ccccccuiueuncucicrrincinnnee $ $

Investment in Plant
Tennesssee State School Bond Authority

Indebtedness (NOtE 5) c.vocvievicvierierieiieietieteeee et $ 265,663,620.79 ........... $ 227,572,803.85
Notes Payable (NOte 5) ..ovecieviiiiiieiiieieieiieeeeeee e 124,920.41 ........... 142,082.22
Accrued Interest Payable .......ccooveviiiiiiiiiiiceen 2,047,776.60 ........... 2,257,092.62
Lease Obligations (NOte 7) .cvoviveririeirieieieieiiieeeeeereiere e 2,665,042.21 ........... 3,683,505.08
Fund Balance

Net Investment in Plant coocceeevieeviieiiiciiceeceeeeeeeeeeveeeceeeee e,

Total Investment in Plant...cceveceeccicecciiieieceeceeiceee e,
TOTAL PLANT FUNDS ..oooiiiiieeeeeseeeeeeseeeeieeeee e,
AGENCY FUNDS
Accounts Payable ........ooieuiuiuiiiiiieee ettt $ 109,950.16 ........... $ 25,583.62
Deposits Held in Custody for Others .....cccccovvvvevvviiciiiecccvcccceceees e,

TOTALAGENCY FUNDS ..o $ $



Statement of Changes in Fund Balances

Current Funds
Unrestricted

Education and Auxiliary
General Enterprises Hospitals Total

REVENUES AND OTHER ADDITIONS
Unrestricted Current Funds Revenues $566,266,308.89 $108,148,427.91 $300,974,888.79 $975,389,625.59
Restricted Gifts and Grants
Federal Perkins Loan Funds
Federal Nursing and Health Professions Loan Funds
Interest on Notes Receivable
Endowment Income
Investment Income
Net Gain on Investments
State Appropriations for Capital Outlay
Tennessee State School Bond Authority Proceeds
Capital Lease Acquisitions
Gifts and Other Sources
Student Debt Service Fees
Federal Interest Subsidy Grants
Special State Legislature Appropriations
Expended for Plant Acquisitions (Including
$47,829,674,35 charged to current fund expenditures)
Retirement of Indebtedness

TOTAL REVENUES AND OTHER ADDITIONS $566,266,308.89  $108,148,427.91 $300,974,888.79  $975,389,625.59

EXPENDITURES AND OTHER DEDUCTIONS
Unrestricted Current Fund Expenditures $568,567,613.90 $ 90,487,457.38 $287,523,289.890 $946,578,361.17
Restricted Current Fund Expenditures
Administration and Collection Costs
Loan Cancellations and Write-offs
Payments to Beneficiaries
Expended for Plant Facilities
Retirement of Indebtedness
Interest on Indebtedness
Disposal of Plant Facilities
Buildings and Improvements Written Off and Adjustments
Physical Inventory Adjustments
Capital Lease Additions
Bonds and Notes Issued
Indirect Costs Recovered
Other

TOTAL EXPENDITURES & OTHER DEDUCTIONS $568,567,613.90 $ 90,487,457.38 $287,523,289.89  $946,578,361.17

TRANSFERS AMONG FUNDS—ADDITIONS (DEDUCTIONS)

Mandatory
Principal and Interest $ (2,100,400.50) $ (8,802,783.47) $ (9,357,177.39) $(20,260,361.36)
Loan Funds Matching (117,705.70) (117,705.70)

Endowment and Similar Funds
Non-Mandatory

Unrestricted Current Funds 5,081,869.87 (3,372,574.84) (1,709,295.03)
Restricted Current Funds (511,824.06) (56,056.00) 49,529.71 (518,350.35)
Endowment and Similar Funds (10,500.00) (157,496.00) (167,996.00)
Unexpended Plant (1,203,494.95) (1,725,112.29) (4,806,304.57) (7,734,911.81)
Retirement of Indebtedness (1,544,700.39) (2,697,300.33) (4,242,000.72)
TOTAL TRANSFERS $  (406,755.73) $(16,653,826.93) $(15,980,743.28) $(33,041,325.94)
NET INCREASE (DECREASE) FOR THE YEAR $ (2,708,060.74) $ 1,007,143.60 $ (2,529,144.38) $ (4,230,061.52)
FUND BALANCE JULY 1, 1995 $ 47,325970.75 $ 11,436,607.89 $ 81,851,005.77 $140,613,584.41
FUND BALANCE JUNE 30, 1996 $ 44,617,910.01 $ 12,443,751.49 $ 79,321,861.39 $136,383,522.89

See notes to financial statements.



Plant Funds

Retirement of
Indebtedness

Loan Endowmentand  Life Income and Renewal and  Net Investment
Restricted Funds Similar Funds Funds Unexpended Replacement in Plant
$223,088,885.00 $ 10,912,851.47  $ 5,298,004.10
$  464,959.54
119,918.51
757,418.97
7,258,720.12 56,334.49 313,973.36
129,426.05 146,171.62 1,750,201.00 $  490,493.88 $ 4,583,900.07
8,175,873.86 185,916.22
16,719,315.31
50,612,695.80
$  1,023,711.23
97,808.14 659,041.56 18,651.00 7,547,478.42
2,740,023.84
206,078.00
386,119.07
111,256,886.27
12,451,344.87
$230,477,031.17  $ 1,642,611.27 $ 19,402,698.59 $ 7,234,121.32  $ 68,481,546.55 $ 7,934,771.98 $ 132,279,420.79
$205,503,165.96
$  164,970.56
225,669.15
$ 1,772,812.30
$ 63,092,519.01 $ 334,692.91
12,451,344.87
12,824,218.61
$ 340,675.00
1,150,422.14
24,305,556.29
5,248.36
50,525,000.00
18,856,452.57
819,417.18 22,914.02 750.00 3,900.21 5,646,078.26
$225,179,035.71 $ 413,553.73 $ 750.00 $ 1,776,712.51 $ 68,738,597.27 $25,610,256.39 $ 76,326,901.79
$20,260,361.36
$ 117,705.70
$  300,041.56 $ (300,041.56)
$ 854,418.26 13,577.27 (197,671.00) $  (151,974.18)
167,996.00
14,167,869.10 (6,432,957.29)
1,024,599.62 3,217,401.10
$ 854,418.26 $ 131,282.97 $ 1,294,966.18 $ (300,041.56) $ 14,015,894.92 $ 17,044,805.17
$ 6,152,413.72 $ 1,360,340.51 $ 20,696,914.77 $ 5,157,367.25 $ 13,758,844.20 $ (630,679.24) $  55,952,519.00
$

62,516,859.14

$33,883,521.68

$168,243,782.43

$25,382,702.66

$ (6,961,079.36) $113,063,471.96 $1,202,223,140.35
$1,258,175,659.35



Statement of Current Funds Revenues, Expenditures and Other Changes

Year Ended June 30, 1996

Unrestricted

REVENUES
TUItion aNd FEES c..vvvviviiviieieeeeeeeeeeeeet e $120,943,753.10
Federal Appropriations... .. 13,073,132.00
State Appropriations ...... . 354,693,300.00

Local Appropriations ............. 2,086,444.16
Federal Grants and Contracts 15,538,357.99
State Grants and Contracts ... 1,459,069.77
Local Grants and Contracts ............. 3,083,783.46
Private Gifts, Grants and Contracts ........... 4,180,015.16
Endowment Income-University and Other 57,465.82

33,280,889.18
.. 17,870,098.25
.. $566,266,308.89

Sales and Services of Educational Activities ..
Other SOUTCES ...vevvvevevieiiieieeeee e
TOTAL EDUCATIONAL AND GENERAL ..
Sales and Services of Auxiliary Enterprises .........c....... ... 108,148,427.91
Sales and Services of Hospitals ........ccccoeoveuence ... 300,974,888.79
TOTAL CURRENT REVENUES ........ccccooeiviniiiiine $975,389,625.59
EXPENDITURES AND TRANSFERS
Educational and General Expenditures:
TNSETUCHION ©.vcviveceiecretetcee et es et eaeas s et s s es et esesens e seneas $262,870,050.51
Research ........ .. 36,684,913.41

Public Service ....... 45,973,988.02
Academic Support .... 64,854,570.40
Student Services ....... 35,944,244.74

Institutional Support .........cccceveeune 57,842,371.20
Operation and Maintenance of Plant 47,768,186.97
Scholarships and Fellowships ................... .. 16,629,288.65

Total Educational and General Expenditures..........ccoocoviiiininne $568,567,613.90

Mandatory Transfers for:

Principal and Interest .. 2,100,400.50

Loan Funds Matching .......ccocooivieiniiieiiecieceeeeene 117,705.70
Nonmandatory Transfers for:

Retirement of Indebtedness ..........ccoouviviviiinninininiinncs 1,544,700.39

Endowment and Similar Funds .. 10,500.00

Restricted Current Funds ....... 511,824.06

Unexpended Plant .......... 1,203,494.95

(3,372,574.84)
(1,709,295.03)

Auxiliary Enterprises ...
Hospitals

TOTAL EDUCATIONAL AND GENERAL

EXPENDITURES AND TRANSFERS .......cccccovririnne $568,974,369.63
Auxiliary Enterprises
EXPENdItUres ......oveviiiiiiicieiccic e $ 90,487,457.38

Mandatory Transfers for:

Principal and INterest .......coooocviiiviiiiinininii e 8,802,783.47
Nonmandatory Transfers for:
Retirement of Indebtedness ..........ccccoeevveieiviiiceeceeee 2,697,300.33
Unexpended Plant .............. 1,725,112.29
Restricted Current Funds. 56,056.00
Educational and General..........cocoeviiviiiieeiieeeceeieenns 3,372,574.84
TOTAL AUXILIARY ENTERPRISES
EXPENDITURES AND TRANSFERS ......ccccceoeveveinanes $107,141,284.31
Hospitals
EXPENAITUTES ..o e $287,523,289.89
Mandatory Transfers for:
Principal and INTErest ......covvvuevricieiiiiiriiicicicicieceeeeeeeeee 9,357,177.39
Nonmandatory Transfers for:
Educational and General ..........cccoooovviiiiiiiiiiiiecceeee 1,709,295.03
Endowment and Similar Funds 157,496.00
Restricted Current Funds ........ (49,529.71)
Unexpended Plant ........ccooeiviiiiiiinieieeceeeeeesines 4,806,304.57
TOTAL HOSPITALS EXPENDITURES
AND TRANSFERS ......ooiiiiiiieeeeeeee e $303,504,033.17
TOTAL EXPENDITURES AND
TRANSEFERS .....coiiiiiiiieceeece s $979,619,687.11

EXCESS REVENUES OVER

EXPENDITURES AND TRANSFERS
Educational and General ...........ccceeuiiviinininicinirecrieeseeeeens $
Auxiliary Enterprises
Hospitals

OTHER TRANSFERS AND ADDITIONS (DEDUCTIONS)
Restricted Receipts in Excess of Expenditures........ccccoceceivieeinieennns
Indirect Costs Recovered .........cccocveeiieveiierennnnne
Restricted Gifts Transferred from (to) Other Funds .......c..ccoevvvnnn.

NET INCREASE (DECREASE) IN FUND BALANCES $ T

(2,708,060.74)
1,007,143.60
(2,529,144.38)

See notes to financial statements.

With Comparative totals at June 30, 1995

1996
Restricted

$ 9,098,007.73

81,339,647.57
25,714,529.49

4,963,518.48
68,371,464.47
11,242,713.44

$200,729,881.18

11,934.83
4,761,349.95
$205,503,165.96

$ 46,146,082.85
87,921,582.70
36,208,228.15
4,459,117.60
931,912.86
479,081.75
34,627.01
24,549,248.26
$200,729,881.18

$200,729,881.18

$ 11,934.83

$ 11,934.83

$ 4,761,349.95

$ 4,761,349.95

$205,503,165.96

$ 24,973,865.21
(18,856,452.57)
35,001.08

$ 6,152,413.72

$

$

Total

120,943,753.10
13,073,132.00
363,791,307.73
2,086,444.16
96,878,005.56
27,173,599.26
8,047,301.94
72,551,479.63
11,300,179.26
33,280,889.18
17,870,098.25
766,996,190.07
108,160,362.74
305,736,238.74

$1,180,892,791.55

$

$

$
$

$
$

$

309,016,133.36
124,606,469.11
82,182,216.17
69,313,688.00
36,876,157.60
58,321,452.95
47,802,813.98
41,178,536.91
769,297,495.08

2,100,400.50
117,705.70

1,544,700.39
10,500.00
511,824.06
1,203,494.95
(3,372,574.84)
(1,709,295.03)

769,704,250.81
90,499,392.21
8,802,783.47
2,697,300.33
1,725,112.29
56,056.00
3,372,574.84
107,153,219.14
292,284,639.84
9,357,177.39
1,709,295.03
157,496.00
(49,529.71)
4,806,304.57

308,265,383.12

$1,185,122,853.07

$

$

(2,708,060.74)
1,007,143.60
(2,529,144.38)

24,973,865.21
(18,856,452.57)

35,001.08

1,922,352.20

1995

$ 116,939,537.49
13,088,358.62
354.121,804.58
2.031,653.36
102,094,278.67
24.701,546.71
8.321,842.64
69.936,800.42
10.870,460.03
36.627,364.57
19.151,329.16

$ 757,884,976.25
102.216,466.79
76,282.97

726.01

$ 307,675,852.80
128,800,935.67
80,328,077.38
67,703,457.80
35,881,993.48
50,984,646.48
46,464,615.80
38,402,552.34

$ 756,242,131.75

2,013,487.34
114,489.68

91,718.10
1,242.08
537.327.85
1,105,281.06
(2.977,560.44)
(1/450,200.00)

$ 755,677,917.42
$  88,179,089.74
9,132,444.64

2,553,684.13
783,453.53

2,977,560.44
$ 103,726,232.48
$ 289,387,708.97
9,735,661.74
1,450,200.00

119,997.00
(55.764.31)

$ 305,089,556.83

706.73

$  2,207,058.83
(1.509,765.69)
(713,273.86)

25,010,687.90
(19.166,180.28)

$  5647,009.56



Notes to Financial Statements

Note I: Summary of Significant Accounting Policies

A. Reporting Entity—The university is a component unit of the
State of Tennessee, and is discretely presented in the Tennessee
Comprehensive Annual Financial Report. Although the university
is a separate legal entity, the state is financially accountable for
the university because the state appoints a majority of its govern-
ing body and is obligated to provide financial support.

The University of Tennessee System is comprised of the
University of Tennessee, Knoxville; the University of Tennessee
at Chattanooga; the University of Tennessee at Martin; the
University of Tennessee - Center for the Health Sciences, com-
posed of the Memphis campus, the Memorial Research Center at
Knoxville, Clinical Education Centers at Chattanooga and
Knoxville, Family Practice Centers at Jackson, Knoxville, and
Memphis, and hospitals in Knoxville and Memphis; the Univer-
sity of Tennessee Space Institute at Tullahoma; the University of
Tennessee Institute of Agriculture, composed of the College of
Agriculture at Knoxville, the Agricultural Experiment Stations,
the Agricultural Extension Service, and the College of Veteri-
nary Medicine at Knoxville; the Institute for Public Service,
which includes the County Technical Assistance Service and the
Municipal Technical Advisory Service; and the University-
Wide Administration. The university is governed by a board of
nineteen members, including one studentmember, all appointed
by the governor, who also serves as chairman. The president is
the chief executive officer of the university system.

B. Basis of Presentation—The financial statements for The Uni-
versity of Tennessee are prepared in accordance with generally
accepted accounting principles as prescribed by the Governmen-
tal Accounting Standards Board. The university uses the AICPA
College Guide model for accounting and financial reporting.

C. Basisof Accounting—The financial statements of The Univer-
sity of Tennessee have been prepared on the accrual basis, except
thatdepreciationon plantassetsis not recorded and revenues and
expenditures of an academic term encompassing more than one
fiscal year are reported solely in the fiscal year in which the term
is predominately conducted. All unrestricted resources are re-
ported as revenue in the year they are received or earned. All
restricted resources are recorded as additions to the fund balances
of the appropriate fund groups. Restricted current resources are
then recorded as revenues during the period in which they are
expended. The statement of current funds revenues, expendi-
tures, and other changes is a statement of financial activities of
current funds related to the current reporting period. It does not
purport to present the results of operations or the net income or
loss for the period, as would a statement of income or a statement
of revenues and expenses. To the extent that current funds are
used to finance plant assets, the amounts are accountedforas (1)
expenditures, for normal replacement of movable equipment
and library holdings; (2) mandatory transfers, for required debt
amortization and interest and equipment renewal and replace-
ment; and (3) nonmandatory transfers for all other cases.

D. Fund Accounting—To ensure observance of limitations and
restrictions placed on the use of resources available, the univer-
sity maintains accountsin accordance with the principles of fund
accounting. With this procedure, resources for various purposes
are classified for accounting and reporting purposes into funds for
specified activities or objectives. Separate accounts are main-
tained for each fund, however, in the accompanying financial
statements, funds with similar characteristics have been com-
bined into fund groups. Accordingly, all financial transactions
have beenrecordedandreported by fundgroup. Within each fund
group, fund balances restricted by outside sources are so indicated
and are distinguished from unrestricted funds which are allocated
to specific purposes by the governing board. Externally restricted
funds may be used only in accordance with the purposes estab-
lished by the source of such funds and contrast with unrestricted
funds over which the governing board retains full control to use
in achieving any of its institutional purposes. The allocations of
fund balances for unemployment compensation, revolving ac-
counts, unexpended gifts, and reappropriation were made in
accordance with university policies. All gains and losses arising
from the sale, collection, or other disposition of investments and
other noncash assets are accounted for in the fund that owned
such assets. Ordinary income derived from investments, receiv-
ables, and the like isaccounted for in the fund owningsuch assets,
except for income derived from investments of endowment and
similar funds. This income is accounted for in the fund to which
it is restricted or, if unrestricted, as revenues in unrestricted
current funds.

All other unrestricted revenue is accounted for in the unre-
stricted current funds. Restricted gifts, grants, appropriations,
endowment income, and other restricted resources are ac-
counted for in the appropriate restricted funds. Restricted
current funds are reported as revenues and expenditures when
expended for current operating purposes.

1. Current Funds—Unrestricted current funds consist of
thosefunds over which the university retains full control for use
in achieving any of its authorized institutional purposes. Auxil-
iary enterprises activities are included in unrestricted current
funds and include student housing, bookstores, food services,
parking services, and certain other activities. Hospital activities
are alsoincluded in unrestricted current funds. Restricted current
fundsareexternally restricted and may be used only in accordance
with the purposes established by their source.

2. Loan Funds—Loan funds consist of resources made avail-
able for student loans.

3. Endowment and Similar Funds—Endowment funds are
subject to the restrictions of gift instruments requiring in perpe-
tuity that the principal be invested and only the income be used.
Although quasi-endowment funds have been established by the
governing board for the same purpose as endowment funds, a
portion of quasi-endowment funds may be expended. Since these
funds are internally designated, the governing board retains the
right to alter or amend such designation.

4. Life Income Funds—Life income funds are funds held in
trust by the university under agreement with donors whereby
designated beneficiaries receive specified interests in annual
income of the trust. Upon death of the beneficiaries or other
termination of the trust, such trustassetsbecomeavailable to the
university for use as set forth in each agreement.

5. Plant Funds—The plant funds consist of (1) unexpended
plant funds which are to be used for the construction or acquisi-
tion of physical properties for institutional purposes; (2) retire-
ment of indebtedness and renewal and replacement funds, which
are funds set aside for debt service charges andfor the retirement
of indebtedness on institutional properties, and major mainte-
nance items on institutional properties, respectively; and (3)
investment in plant funds expended for, and thus invested in,
institutional properties.

6. Agency Funds—The university acts solely as an agent in
the handling of these funds; consequently, transactions of these
funds do not affect the university’s operating statements.

E. Inventories—Inventories are valued at cost, which is lower
than market, based on the retail method, the average cost method,
or FIFO. Cost methods are applied on a basis consistent with prior
years.

F. Investments—Investments are recorded at cost, if purchased,
or fair value at the date of receipt, if received as a gift.

G. Investment in Plant—Physical plant, equipment, and land are
stated at cost at date of purchase or at fair value at date of
donation. Depreciation on the physical plant and equipment is
not recorded. Purchases of library books are recorded as current
fund expenditures and capitalized at standardized costs in the
plant funds. Livestock is valued at estimated market value.

H. Accounts Payable—Included in unrestricted current funds -
accounts payable are checks payable in the amount of
70and $20,774,890.34 asof June 30, 1996 and 1995,
respectively. These amounts represent the sum of checks written
in excess of the university’s checking account balance because of
the use of a controlled disbursement account. In this way, the
university maximizes interest income by transferring from an
investment account only funds necessary to cover the checks that
clear the bank daily.

1. Allocation for Working Capital—The unrestricted fund bal-
ance is allocated for the amount of working capital. Working
capital isdefinedas the total of all petty cash, accountsreceivable,
inventories, and prepaid expenses in the unrestricted current
fund at the balance sheet date except for student receivables
credited to deferred revenue, accrued interest, accrued benefits,
and amounts due on federal letters of credit.

J. Income Taxes—The university, as a publiccorporationand an
instrumentality of the State of Tennessee, is exempt from federal
income taxes under Section 115 of the Internal Revenue Code.
Contributions to the university are deductible by donors as
provided under Section 170 of the Internal Revenue Code.

Note 2: Compensated Absences

The university's employees accrue annual leave at varying
rates, depending on length of service or classification. Some
employees also earn compensatory time. Generally accepted
accounting principles require that certain accrued vacation ben-
efits, the effects of which are material to the financial statements,
be recorded as earned. The university’s policy is to record such
benefits as paid. This policy is not considereda material departure
from generally accepted accounting principles in that the effect
of accruing the $49,734,929.94 of such benefits, of which ap-
proximately $11,119,330.01 would be reflected as a reduction of
beginning unrestricted current fund balance, and the remainder
would be funded from other sources, is not considered material.
The amount of accrued annual leave benefits as of June 30, 1995,
was $48,109,437.06, of which approximately $11,059,353.28
would have been reflected as a reduction of beginning unre-
stricted current fund balance, and the remainder funded from
other sources.

Note 3: Deposits and Investments

Investment Policy. The University of Tennessee maintains in
unrestricted current funds a cash management investment pool
that is available for use by all fund groups. State statutes and
University investment policies authorize the University’s cash
management pool to invest in collateralized Tennessee bank or
savings and loan association certificates of deposit, U.S. treasury
obligations, U.S. government agency obligations, repurchase
agreements of those securities, highest quality commercial paper,
prime bankers' acceptances, and money market mutual funds
meeting certain criteria.

In accordance with state statutes, commercial banks and
savings and loan associations have pledged securities with third
parties as collateral to secure University time and demand depos-
its. Market values of these securities are regularly monitored to
ascertain that 105% of University deposits, less the amounts
protected by the Federal Deposit Insurance Corporation, are
secured.

There are two categories of University funds which are
subject to long-term investment, the endowment and similar
funds and the life income funds. The investment of these funds is
governed by the gift instrument and the investment policies
established by the Board of Trustees. For a more complete
description of these investments, please refer to Note 4, “En-
dowment and Similar and Life Income Funds”.

Cash and Cash Equivalents. In addition to petty cash and
demand deposits, this classification includes instruments which
are readily convertible to known amounts of cash. At June 30,
1996, cash and cash equivalents consisted of $8,337,312.48 in
bank accounts, $1,296,722.000f petty cash on hand, $2,340,000.00
of certificates of deposit,and $265,651,918.25 in the university’s
cash management investment At June 30, 1995, cash and
cash equivalents consisted of in bank accounts,

$1,298,592.34 of petty cash on hand, $2,710,000.00 of certifi-
cates of deposit, and $243,785,787.36 in the university’s cash
management investment pool. Additionally, the university
maintains custodial accounts at First Tennessee Bank for funds
contractually managed by independent investment counsel. In
accordance withthe custody agreement, First Tennessee Bank
cash equivalents of $5,072,281.58 at June 30, 1996, and
at June 30, 1995, in the bank’s money market

mutual fund.

Deposits. Deposits with financial institutions are required to
be categorized to indicate the level of custodial risk assumed by
the university. Category 1 consists of deposits that are insured or
collateralized with securities held by the university or by its agent
in the university’s name. Category 2 consists of deposits collater-
alized with securities held by the pledging financial institution’s
trust department or agent in the university’s name. Category 3
deposits are uncollateralized. This category includes any bank
balance that is collateralized with securities held by the pledging
financial institution or by its trust department or agent but not in
the university's name.

At June 30, 1996, the carrying amount of the university’s
deposits was $10,677,312.48, and the bank balance including
accrued interest was $7,281,435.45. The entire bank balance was
category 1.

At June 30, 1995, the carrying amount of the university's
deposits was $11,193,569.53, and the bank balance including
accrued interest was $10,354,086.77. Of the bank balance,
$10,343,644.59 was category | and $10,442.18 was category 3.

Thelaws of the State of Tennessee reqquire that collateral be
pledged to secure all uninsured deposits.

Cash Management Investment Pool. The cash management
investment pool consists of marketable securities and govern-
ment repurchase agreements as previously described. The carry-
ing amount and market value of the cash management pool at
June 30, 1996, were $265,651,918.25 and $262,350,507.97, re-
spectively. The carrying amount and market value of the cash
management pool at June 30, 1995, were $243,785,787.36 and
$245,056,136.25, respectively. The securities in the pool are
categorized on the following page, listed as cash equivalents, to
indicate the level of risk assumed by the university. The university's
standard “Master Repurchase Agreements” require that the secu-
rities underlying repurchase agreements have fair value equal to
orexceeding 100% of the cost of the repurchase agreement and be
delivered to its agent's trust account at the Federal Reserve Bank
- Memphis. The fair value of securities underlying repurchase
agreements was $43,917,229.45 at June 30, 1996, and was
$32,476,584.25 at June 30, 1995.

Investments. Investments shown on the balance sheet are
classified by type of investment (bonds, stocks, real estate, etc.).

The university's investments are categorized below to indi-
cate the level of custodial risk assumed by the university at year
end. Category 1 consists of insured or registered investments or
investments for which the securities are held by the university or
its agent in the university’s name. Category 2 consists of unin-
sured or unregistered investments for which the securities are
held by the counterparty’s trust or agent in the
university’s name. Category 3 consists of uninsured and unregis-
tered investments for which the securiries are held by the
counterparty or by its trust department or agent but not in the
university’s name. Please see tables “For 30, 1996" and “For
June 30, 1995” on page 28.

Funds on deposit with trustee of $23,007,797.08 and
$23,170,300.77 at June 30, 1996, and June 30, 1995, respectively,
in retirement of indebtedness consisted of securities held in the
Tennessee State School Bond Authority debt service reserve pool
and with First Tennessee Bank.

Note 4: Endowment and Similar Funds and Life Income
Funds

There are two categories of university funds which are sub-
ject to long-term investment, the and similar funds
and the life income funds. The of these funds is
governed by the gift instrument and thel investment policies
established by the board of trustees.

Effective July 1, 1954, the university adopted the policy of
investing endowment and similar funds over which it had full
investment discretion (and on which the donor or governing
gift instrument does not require investment) in the
consolidated investment pool. This pooling of investments
affords closer supervision of the investment portfolio and pro-
vides, regardless of size, the advantages of participation in a
well-diversified portfolio of investments. All endowment and
similar funds not invested as part of the consolidated invest-
ment pool are separately invested to requirements or
limitations imposed by donors. Income earned and distributed
on separately invested endowment funds amounted to
$385,578.00 for 1996 and $411,742.07 for 1995. Income distrib-
uted in accordance with the approved spending plan to endow-
ment and similarfundsinvestedin the consolidated investment
pool amounted to $7,884,912.78 for 1996 and $7,347,171.43
for 1995.

Life income funds are inves ted entities requiring
detailed accounting to reflect specific compliance with terms of
each trust and applicable federal regulations. The investment
objectives as reflected in each wary widely since they
are affected by the age, income level, and needs of the beneficia-
ries as well as motives and objectives of the donors. Income
realized on these funds for the year 1996, amounted to
$1,750,201.00 and the year 1995, amounted to $1,576,809.54.

The book value of endowment and funds at June 30,
1996, was $189,344,116.12 and the market value was
$234,278,784.26. Thiscompares 30,1995, bookvalue
of $168,514,406.81 and market value of $196,719,677.38. The
book value of life income funds at June 30, 1996, was
$30,594,330.05 and market value This com-
pares with a June 30, 1995, book value of $25,435,117.12, and
market value of $26,945,206.49.



For June 30, 1996

Cash Equivalents
Government Securities
Repurchase Agreements
Commercial Paper

$133,700,088.81
43,000,000.00
88,951,829.44

$265,651,918.25

Investments
Domestic Securities
Govemment Securities

$45,617,236.35

Market Value
6/30/96

Carrying
Amount

$133,700,088.81
43,000,000.00
88,951,829.44

$ 265,651,918.25

$130,029,297.97
43,000,000.00
89,321,210.00

$262,350,507.97

45,617,236.35 $47,533,895.98

Corporate Bonds 42,023,579.71 12,929.54 42,036,509.25 40,298,914.57
Corporate Stock 73,583,954.97 73,583,954.97 116,079,367.92
Mortgages and Notes 3,041,396.10 10,738.11 3,052,134.21 3,078,380.38
Other Investments 29,059.00 29,059.00 29,059.00
International Securities
Government Bonds 375,000.00 375,000.00 351,400.00
Corporate Bonds 1,100,343.00 1,100,343.00 1,098,356.90
Corporate Stocks 2,471,005.09 2,471,005.09 2,361,145.40
$168,241,574.22 $  12,929.54 $168,265,241.87 $210,830,520.15
$433,893,492.47 $  12,929.54

University cash equivalents and investments not susceptible tocategorization:

Cash Equivalents - Assets with First Tennessee Bank as Custodian

Limited Partnership-Venture Capital Funds

Mutual Funds

Real Estate Equity Funds

Real Estate - Gifts

International Equity Funds

Assets with the University of Chattanooga Foundation
Assets with First American Bank

Assets with American National Bank

Domestic Bond Fund

Total Investments and Cash Equivalents

Less: Cash Equivalents
Total Investments and Cash Equivalents

5,072,281.58 $ 5,072,281.58
7,566,026.36 8,251,234.02
3,235,402.82 4,137,129.14
5,962,950.00 5,402,943.08
5,726,587.44 5,761,134.93
8,000,000.00 11,916,180.81
1,601,257.00 1,601,257.00

113,929.48 124,901.66

205,994.05 303,385.89
5,000,000.00 5,052,918.50

$476,401,588.85

$205,677,389.02

$ 520,804,394.73

ForJune 30, 1995

Cash Equivalents
Government Securities

$138,538,261.25

Market Value
6/30/95

Carrying
Amount

$138,538,261.25 $139,341,446.25

Repurchase Agreements 32,000,000.00 $ 210,000.00 32,210,000.00 32,210,000.00
Commercial Paper 73,037,526.11 73,037,526.11 73,504,690.00
$243,575,787.36 $ 210,000.00 $243,785,787.36 $245,056,136.25
Investments
Domestic Securities
Government Securities $31,935,889.54 $31,935,889.54 $33,144,898.42
Corporate Bonds 44,169,268.23 $13,131.06 44,182,399.29 44,987,693.20
Corporate Stock 69,132,687.05 40,716.25 69,173,403.30 96,501,532.85
Mortgages and Notes 3,549,099.25 3,549,099.25 3,665,748.65
Other Investments 29,060.00 29,060.00 29,060.00
International Securities
Govemment Bonds 501,470.00 501,470.00 477,840.00
Corporate Bonds 1,100,343.00 1,100,343.00 1,094,930.75
Corporate Stocks 1,783,409.22 1,783,409.22 1,853,425.00
$152,201,226.29 $53,847.31 $152,255,073.60 $181,755,128.87
$395,777,013.65 $263,847.31

University cash equivalents and investments not susceptible to categorization:

Cash Equivalents - Assets with First Tennessee Bank as Custodian

Limited Partnership-Venture Capital Funds

Mutual Funds

Real Estate Equity Funds

Real Estate - Gifts

International Equity Funds

Assets with the University of Chattanooga Foundation
Assets with First American Bank

Assets with American National Bank

Domestic Bond Fund

Total Investments and Cash Equivalents

Less: Cash Equivalents
Total Investments and Cash Equivalents

3,797,880.95 3,797,880.95
5,793,990.36 5,097,402.94
2,283,068.01 2,624,857.38
6,003,700.00 5,638,962.79
5,7134,886.28 5,446,193.75
7,500,000.00 9.391,133.59
1,348,304.00 1,348,304.00

106,684.05 108,981.50

202,627.00 253,084.99
5,000,000.00 5,076,599.00

$433,812,001.61 $ 465,594,666.01
2417,583,668.31

$186,228,333.30

Note 5: Bonds and Notes Payable

Tennessee State School Bond Authority bonds, with interest
rates rangingfrom 3.0% to 7.0%, are due serially to 2022 and are
secured by pledges of revenue of facilities to which they relate and
certain other revenues and fees of the university, including state
appropriations. The total outstanding bonded indebtedness for
the university was $184,411,774.79 at June 30, 1996, and
$194,635,957.85 at June 30, 1995.

Included in the total outstanding indebtedness is a $242,000
note with the Department of Education which was issued in
March 1989. The note carries an interest rate of 3% and is due
semi-annually to 2003. The outstanding notes payable at June 30,
1996, and 1995 were $124,920.41 and $142,082.22, respectively.

Annual maturities subject to mandatory redemption for the
next five years ending June 30 are as follows:

1997 $ 10,526,234.60
1998 10,693,335.90
1999 11,099,455.55
2000 11,567,750.69
2001 10,753,628.30

129,896,290.16
$184,536,695.20

Interim and short-term financing for various projects has
been secured through the Tennessee State School Bond Author-
ity under the Bond Anticipation Notes (BANs) Program estab-
lished February 24, 1993, with Prudential Securities, Incorpo-
rated, to fund projects under construction. Under the BANs

Subsequent Years

Program, the notes will mature on March 1, 1998, and may bear
interest ata variable rate (daily, weekly, monthly, quarterly, semi-
annually, annually), or afixed rate (long-term) determined by the
underwriter and remarketing agent, Prudential Securities, Incor-
porated, for periods selected by the authority. Currently, interest
is determined on a weekly basis and payable monthly.

The notes are subject to purchase by the remarketing agent
on the demand of the holder on any business day pursuant to the
conditions established in the Note Resolution as described in the
Official Statement relating to the notes. The remarketing agent
is to use its best efforts to sell the notes to another holder. If the
agent is unable to resell any notes that have been “put”, the
Standby Note Purchaser is required, subject to certain conditions,
to purchase the notes. A standby note purchase agreement with
Swiss Bank Corporation, New York Branch, was terminated on
June 25, 1996, and a new note purchase agreement was entered
into with Union Bank of Switzerland on June 26, 1996. The
authority contracted with Union Bank of Switzerland at a rate of
.06 of 1% per annum on the available commitment and .05 of 1%
per annum on the excess, if any, of $106,173,699 over the
available commitment provided that each of the foregoing rates
shall each be increased by .10 of 1% per annum effective prospec-
tively to the termination of this agreement. The agreement will
terminate on June 25, 1997, unlessextended. It is expected that
aportion of thesenotes will be redeemed with the proceeds of the
sale of bonds at the end of the construction period for the projects
being financed. The terms of the terminated agreement with
Swiss Bank Corporation were at a rate of .15% per $1,000 prior to

February 24, 1996, and .13% per $1,000 thereafter of the principal
and interest commitment of $75,961,644.00; the fee is payable
quarterly in arrears. The outstanding balance of the five year
notes was $81,251,846.00 at June 30, 1996, and $32,936,846.00
at June 30, 1995. Including the short-term financing, the total
indebtedness of the University at June 30, 1996, was
$265,788,541.20 and $227,714,886.07 at June 30, 1995.

Note 6: Operating Leases

The university has entered into various operating leases for
buildings and equipment. It is expected that in the normal
course of business, such leases will continue to be required.
Net expenditures for rentals under leases for the years ended
June 30, 1996, and June 30, 1995, amounted to $7,582,225.24
and$7,744,897.42, respectively. The following is a schedule by
years of future minimum rental payments required under
noncancelable operating leases that have initial or remain-
ing lease terms of more than one year at June 30, 1996.

Year Ending June 30:

1997 $ 736,883.44
1998 .ot 529,342.68
1999 519,086.00
2000 519,086.00
2001 489,836.00
Later Years 657,288.00
Total minimum payments required ................ 12

Note 7: Capital Leases

The university has a capital lease agreement which provides
for the university to purchase a building over a period of years.
The university also has capital lease agreementsfor certain items
of equipment. Future minimum lease payments under capital
leases together with the present value of the net minimum lease
payments at June 30, 1996 are:

Total

1996-97 $22,246.33  $ 1,017,672.00 $1,039,918.33
1997-98 1,017,101.58  1,017,101.58
1998-99 846,158.60 846,158.60

Total Minimum
Lease Payments
Less Amounts
Representing Interest
Present Valueof
Net Minimum Lease
Payments

$22,246.33 $ 2,880,932.18 $2,903,178.51

100.34 238,035.96 238,136.30

$22,14599 % 2,642,896.22 $2,665,042.21

The total value of the building was $3,208,165.70 at June 30,
1996. Two buildings were capitalized under leaseholds payable in
the amount of $3,824,165.70 at June 30, 1995. The toral value of
equipment capitalized under leaseholds payable was $3,607,971.21
at June 30, 1996, and $3,602,722.85 at June 30, 1995.

Note 8: Insurance-related Activities

A. Risk Management—The university is exposed to various risks
of loss related to general liability; automobile liability; profes-
sional malpractice; workers’ compensation; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employ-
ees; and natural disasters.

1. The university carries commercial insurance for losses
related to hired and non-owned automobiles, losses related to
railroad protection, and losses related to ten university-owned
aircraft. Settled claims resulting from these risks have not ex-
ceeded commercial insurance coverage in any of the past three
fiscal years.

2. The state purchases commercial insurance for real prop-
erty losses above $5 million per year and surety bond coverage on
the state’s officials and employees. In the past three fiscal years,
the state has not had any claims filed with the commercial insurer.
A designation for casualty losses in the amount of $5 million has
been established in the state’s general fund to provide for any
property lossesother than the commercial insurance coverage. At
June 30, 1996, the scheduled coverage for the university was
$2,126,090,200 for buildings and $641,143,200 for contents.
At June 30, 1995, the scheduled coverage for the university was
$1,961,223,200 for buildings and $621,152,200 for contents.

3. The state has set aside assets for claim settlement in an
internal service fund, the Claims Award Fund. Thisfund services
all claims for risk of loss to which the state is exposed, including
general liability, automobile liability, professional malpractice,
and workers’ compensation. The university participates in the
Claims Award Fund. The fund allocates the cost of providing
claims servicing and claims payment by charging a premium to
the university based on a percentage of the university’s expected
loss costs, which include both experience and exposures. This
charge considers recent trends in actual claims experience of the
state as a whole. An actuarial valuation is performed as of fiscal
year-end to determine the fund liability and premium allocation.
Since the university participates in the Claims Award Fund, it is
subject to the liability limitations under the provisions of the
Tennessee Claims Commission Act, Tennessee Code Annotated,
Section 9-8-101 et seq. Liability for negligence of the university
for bodily injury and property damage is limited to $300,000 per
person and $1,000,000 per occurrence. The limits of liability
under workers’ compensation are set forth in Tennessee Code
Annotated, Section 50-6-101 et seq. Claims are paid through the
state’s Claims Award Fund. The premium assessed to the univer-
sity by the Claims Award Fund for the period]July 1, 1995, through
June 30, 1996, was $8,421,538, and for the period July 1, 1994,
through June 30, 1995, was $1,323,800.

B. Employee Group Insurance—The state has also set aside assets
in the Employee Group Insurance Fund, and internal service
fund, to provide a program of health insurance coverage for the
employees of the state with the risk retained by the state. All full-
time and some part-time university employees are eligible to
participate in the Employee Group Insurance Fund. The fund
allocates the cost of providing claims servicing and claims pay-
ment by charging a premium to the university based on estimates
of the ultimate cost of claims that have been reported but not
settled and of claims that have been incurred but not reported.



Employees and providers have 13 months to file medical claims.
The university paysapproximately 80% of the cost of insurance,
and the employee pays the remaining 20%. All assets, liabilities,
and payments are administered by the state. At June 30, 1996,
13,341 university employees were enrolled in the basic plan or
Health Maintenance Organization. At June 30, 1995, 13,684
university employees were enrolled in the basic plan or Health
Maintenance Organization.

Note 9: Retirement Programs

The University of Tennessee offers four retirement plans
and three deferred compensation plansfullydescribed herewith.
All regular full-time employees are required to participate in
one of the retirement plans.Regularpart-time faculty and staff
have the option to participate. Term employees are eligible to
join a retirement plan upon completion of six months’ continu-
ous active service.

A. Tennessee Consolidated Retirement System— All the university's
regular employees, except those on federal appointments, may
participate in a cost-sharing multiple-employer, defined benefit
plan, administered by the Tennessee Consolidated Retirement
System (TCRS). The payroll foremployeescovered by the TCRS
plan for the year ended June 30, 1996, was $226,025,636.90 and
for the year ended June 30, 1995, was $227,255,746.16. The
university's total payroll was $635,095,936.84 for the year ended
June 30, 1996, and $627,487,294.16 for the year ended June 30,
1995, respectively.

The TCRS provides retirement benefitsas well as death and
disability benefits. Benefits are determined by a formula using the
member’s high five-year salary and years of service. TCRS mem-
bers may retire at age 60 with five years of service or at any age
with 30 years of service. Early retirement with reduced benefits is
available to vested members who are at least age 55 or have 25
years of service. Members vest after five years of service. Death
and disability benefitsare available to vested members. Disability
benefits are available to members with five years of service who
become disabled and cannot engage in gainful employment.
There is no service requirement for disability that is the result of
an accident or injury occurring while the member was performing
duties. Benefit provisions are established and amended by state
statute. The university is required by state statute, effective July
1, 1981, to contribute the necessary amount to pay benefits when
due. Prior to that date, the employee bore a portion of the
contribution. Members with contributory service who leave the
university are eligible for a refund of their contributions, along
with contributions made after July 1, 1981, on the employees’
behalf by the university. The university's actuarially required
contribution made for the year ended June 30, 1996, was
$14,307,283.36, which represented 6.33% of covered payroll.
The university’s actuarially required contribution made for the
yearended June 30,1995, was $14,399,129.01, whichrepresented
6.34% of covered payroll.

The pension benefit obligation is a standardized disclosure
measure of the present value of pension benefits, adjusted for the
effects of projected salary increases and step-rate benefits, esti-
mated to be payable in the future as a result of employeeservice
to date. The measure, which is the actuarial present value of
credited projected benefits, is intended to help users assess the
funding status of the TCRS on a going-concern basis, assess
progress made in accumulating sufficient assets to pay benefits
when due, and make comparisons among public employee retire-
ment systems and among employers. The TCRS does not make
separate measurements of assets and pension benefit obligation
forindividual state employers. Therefore, the following informa-
tion is provided for the entire state employee portion of the
TCRS. The pension benefit obligation at June 30, 1996, and at
June 30, 1995, determined through an actuarial valuation per-
formed as of June 30, 1996, was $11,610.6 million and through an
actuarial update performed as of June 30, 1995, was $10,697.4
million. The net assets, at cost or amortized cost, available for
benefits were $12,925 million at June 30, 1996, and $11,566.8
million at June 30, 1995, leaving assets in excess of pension
benefit obligations of $1,314.4 million as of June 30, 1996, and
$869.4 million at June 30, 1995. The market value of the net
assets available for benefits was $14,100.8 million at June 30,
1996, and $14,293.5 million at June 30, 1995. The university's
1996 and 1995 contributions represented 5% of total contribu-
tions required of all participating entities in each year.

Ten-year historical trend information showing TCRS’
progress in accumulating sufficient assets to pay benefits when
due is presented in the June 30, 1995, Tennessee Consolidated
Retirement System Comprehensive Annual Financial Report.

B. Optional Retirement Plan—The university has three defined
contribution plans offered through the Teachers Insurance and
Annuity Association-College Retirement Equities Fund (TIAA-
CREF), Aetna Life Insurance and Annuity Company, and Vari-
able Annuity Life Insurance Company (VALIC). The plans are
available only to eligible faculty and staff exempt from the
overtime provision of the Fair Labor Standards Act. In a defined
contribution plan, benefits depend solely on amounts contrib-
uted to the plan plus investment earnings. State statute requires
the university to contribute an amount equal to 10% of the
employee’s base salary below the social security wage base and
11% above the social security wage base. Members are fully vested
upon entry into the plans.

The payroll foremployees covered by the defined contrib-
uted was $292,839,493.63 the year ended June 30, 1996,
and for the year ended June 30, 1995. The
university’s total payroll was $635,095,936.84 for the year ended
June 30, 1996, and $627,487,294.16 for the year ended June 30,
1995. The required contribution made by the university for the
yearended]June 30, 1996, was $29,529,501.89, whichrepresented
10.1% of the covered payroll, and for the year ended June 30,
1995, was $28,627,971.61, which represented 10.1% of the cov-
ered payroll.

C. Joint Contributory Retirement System (JCRS-A)—Employees
who were enrolled in the Teachers Insurance and Annuity Asso-
ciation College Retirement Equities Fund (TIA A-CREF) before
July 1977 are members of the Joint Contributory Retirement
System Plan A (JCRS-A), a defined contribution plan with
minimum defined benefits. Enrollment in this plan for new
employees has been closed since July 1977.

Asinthecase ofthe TCRSandORPplans, since July 1981,
the university pays all retirement premiums for those enrolled in
JCRS-A. The primary difference in the JCRS-A plan and the
present ORP plan is that JCRS-A members, upon retirement,
receive benefitsfrom Aetna, TIAA-CREF, or VALIC and may
receive a supplementary benefit from the State of Tennessee. To
determine if a JCRS-A member is due a state supplement after
retiring, a formula is used which considers years of creditable
service and average salary for the highest five consecutive years.
JCRS-A members may retire with unreduced formula benefits at
age 60 or upon completion of 30 years of creditable service.

The university's contributions, as authorized by TCA Sec-
tion 8-39-301, for JCRS-A members were calculated using the
base salary amounts of $75,717,573.19 and $78,687,596.00 for
fiscal years 1996 and 1995, respectively. The contributions are
included in the ORP amounts. University contributions to fund
the state supplemental benefit totaled $4,792,754.90 and
$4,984,187.94 in fiscal years 1996 and 1995, respectively.

D. Federal Retirement Program—T he Federal Retirement Program
is a cost-sharing multiple-employer defined benefit retirement
program composed of two retirement systems: The Civil Service
Retirement System (CSRS) for participants employed prior to
January 1, 1984, and the Federal Employees Retirement System
(FERS) for participants employed after December 31, 1983.
Benefits vest at different levels, the maximum of which is five
years of service. For both systems, benefits are established and
contribution requirements are determined by federal statutes.

Allregularfull-timeemployeesof The University of Tennes-
see Agricultural Extension Service who hold federal appoint-
ments for 51 % or more of their time are required to participate in
eitherthe CSRS orFERS of the Federal Retirement Program. The
payrollforemployees covered by the Federal Retirement Program
for the year ended June 30, 1996, was $19,878,492.38 and for the
year ended June 30, 1995, was $19,986,552.15. The toral univer-
sity contribution in 1996 to the Federal Retirement Program,
$1,941,700.14, represented 9.8% of covered payroll. The total
university contribution for 1995, $1,908,495.22, represented 9.6%
of covered payroll.

Employees who retire under the CSRS will receive annual
benefitsfor life, equal to 1.5% of the high-three average pay for
each service year up to five years, 1.75% of the same high-three
average pay for each service year between five and ten years, and
2% of the high-three average pay for each service year greater
than ten. The high-three average pay is the highest pay obtain-
able by averaging the rates of basic pay in effect during any three
consecutive years of service. Participating employees and the
university are required to contribute 7% of covered payroll to the

Contributions for the year ended June 30, 1996, were

which consisted of $907,561.75 from the univer-

sity and $872,359.04 from the employees. Contributionsfor the

year ended June 30, 1995, were $1,870,281.08, which consisted of

$953,544.65 from the university and $916,736.43 from the em-
ployees.

Employees who retire under the FERS will receive annual
benefitsforlife, equal to 1.0% (1.1% if the employee retires at age
62 or later with 20 years’service) of the high-three average pay for
each year of creditable service (Basic Benefit Plan) plus Social
Security benefits, plus an amount from a defined contribution
plan (denoted as Thrift Savings Plan managed by the Federal
Retirement Thrift Investment Board). The high-three average
pay is the highest pay obtainable by averaging the rates of basic
pay in effect during any three consecutive years of service.
Participatingemployeesare required to contribute .80% and the
university 11.4% of their salary to the Basic Benefit Plan. These
rates became effective October 1, 1994. In addition, the univer-
sity is required to contribute 1.0% of each participant’s salary to
the Thrift Savings Plan plus up to an additional 4% depending
upon employees’ contributions which can range from 0 to 10% of
their salary. Contributions for the Basic Benefit Plan were
$841,226.30for the year ended June 30, 1996, which consisted of
$55,135.25 from employees and $786,091.05 from the university,
and $792,057.03 for the year ended June 30, 1995, which con-
sisted of $50,480.50 from employees and $741,576.53 from the
university. The contribution requirementsfor the Thrift Savings
Plan were $650,769.34 for the year ended June 30, 1996, which
consisted of $402,722.00 from employees and $248,047.34 from
the university, and $589,535.86 for the year ended June 30, 1995,
which consisted of $376,161.82 from employeesand $213,374.04
from the university.

The pensionbenefitobligation and related disclosure are not
available to the university.

E. Deferred Compensation Plans—The University of Tennessee
offers its employees three deferred compensation plans. The
university, through the State of Tennessee, provides two plans,
one established pursuant to Internal Revenue Code (IRC), Sec-
tion 457, and the other pursuant to IRC, Section 401(k). The
third plan isadministered by the university and wasestablished in
accordance with IRC, Section 403(b). These plans, available to
all university employees, permit them to defer a portion of their
salaries to future years. The deferred compensation is not avail-
able to employees until termination, retirement, death, orunfore-
seeable emergency. All costs of administering and funding these
plans, with the exclusion of the $20 monthly university match for
the Section 401 (k) plan, are the responsibility of plan partici-
pants.

Section 457 plan balances have been reported in the State of
Tennesseefinancialstatementsin anagency fund. Allamountsof
compensation deferred under this plan, all property and rights
purchased with those amounts, and all income attributable to
those amounts, property, or rights are,(until paid or made avail-
able to the employee orother beneficiary),solely the property and
rights of the State of Tennessee (without being restricted to the
provisions of benefits under the plan), subject only to claims of
the state’s general creditors. Participants’ rights under the plan
are equal to those of general creditors of the state in an amount
equal tothefairvalue of the deferred account for each participant.
[t is the opinion of the state’s legal counsel that the state has no
liability for losses under the plan but does have the duty of due
care that would be required of an ordinary prudent investor. The
state believes it is unlikely that it will use these assets to satisfy
such claims of general creditors in the future.

Since Section 401 (k) plan assets remain the property of the

contributing employees, they are not presented in the State of
Tennessee financial statements. IRC Section 401 (k) establishes
participation, contribution, and withdrawal provisions for the
plan. Effective January 1996, the university began providing a
$20 monthly Section 401 (k) match from unrestricted current
fundsfor employees making a minimum-monthly contribution of
$20 to the plan. During the year ended June 30, 1996, contribu-
tions totaling $3,412,034.46 were made by employees participat-
ing in the plan, with a related match of $573,530.00 made by the
university.

Inaccordance withthe IRC, employee contributions through
the 403(b) plan remain the assets of the employee; therefore,
these employee contributions are not reflected in the university's
financial statements.

E. Other Post-employment Benefits—Health care - The State of
Tennessee administers a group health insurance program which
provides post-employment health insurance benefits to eligible
university retirees. This benefit is provided by and administered
by the State of Tennessee. The university assumes no liability for
retiree health care programs. Information related to this plan is
available at the statewide level in the Tennessee Comprehensive
Annual Financial Report.

Note 10: Affiliated Entities

The University of Chattanooga Foundation, Inc., a private
non-profit corporation, maintains an endowment fund of which
the University of Tennessee at Chattanooga is the sole income
beneficiary. The financial records, investments, and other finan-
cial transactions are not managed by the university and accord-
ingly are not included in these financial statements except for
certain endowment assets. During the years ended June 30, 1996,
and June 30, 1995, the foundation transferred $2,306,012.00 and
$2,854,304.00, respectively, to the university for support of des-
ignated projects at the Chattanooga campus. In addition,
$167,718.30 and $1,320,936.66 were expended in 1996, and
1995, respectively, directly by the foundation for the benefit of
The University of Tennessee at Chattanooga.

Since fiscal year 1985, the Tennessee General Assembly has
appropriated $22 million to a Chairs of Excellence Endowment
for The University of Tennessee. The appropriations provided
that the Chairs of Excellence Endowment be established as an
irrevocable trust with the state treasurer and requires the univer-
sity to match the appropriation on a dollar-for-dollar basis. The
university has fully matched 47 chairs as of June 30, 1996, and
June 30, 1995. The financial statements of the university include
as restricted expenditures the amounts expended in the current
year to match the state appropriations. The university’s balance
sheet does not include the amounts held in trust by the state
treasurer.

Note 11: Contingencies and Commitments

A. Construction Commitments—At June 30, 1996, outstanding
commitments under construction contracts totaled
$39,729,663.80 for the constructionofnew buildings and renova-
tion/addition projects, which will be funded by future state
capital outlay appropriations. At June 30, 1995, these commit-
ments were $31,275,948.02. At June 30, 1996, amounts due from
or receivable from the state and the School Bond Authority for
capital construction, renovations, and maintenance totaled
$26,788,768.27 and $7,094,202.64, respectively. At June 30,
1995, amounts due from or receivable from the state and the
SchoolBond Authoritytotaled $42,899,929.17and $6,847,632.42,

respectively.

B. Construction In Progress—Construction in progress isincluded
in buildings in investment in plant. Forty projects and forty-three
projects were under construction at June 30, 1996, and June 30,
1995, respectively. Construction in progress totaled
$46,039,884.04 at June 30,1996,and $69,901,305.59 at June 30,
1995.

C. Encumbrances—Encumbrances which represent commitments
of prior-year fundsfor goods or services that have been ordered for
which delivery has not been made or services have not been
rendered as of June 30, 1996, are recorded as an allocation of the
current fund balances. The allocation forencumbrancesat June
30, 1996, is $8,728,747.48. The allocation for encumbrances at
June 30, 1995, was $9,300,279.62.

D. Sick Leave—The university's policy istorecord thecostofsick
leave whenpaid. Generally, sincesick leave (earned one day per
month with unlimited accumulation) is paid only when an
employee dies or is absent due to illness, or injury, there is no
liability forsick leave at June 30, 1996. The amount of unused sick
leave at June 30, 1996, and June 30, 1995, was $149,607,387.98
and $141,239,835.43, respectively.

E. Grants and Contracts—The university receives grants and
contracts from various federal and state agencies to fund research
and other activities. The costs, both direct and indirect, charged
to these grants and contracts are subject to audit and disallowance
by the granting agency. The university administration believes
that any disallowance or adjustments would not have a material
effect on the university's financial position.

F. Nonvested Equipment—Equipment in the possession of the
university valued at $8,167,125.86 and $8,845,824.82 as of June
30, 1996 and 1995, respectively, is not reflected in the financial
statements. This equipment was purchased with restricted grant
and contract funds and other funds, and title has not yet trans-
ferred to the university.

G. Litigation—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.

NOTE 12: PLEDGES

Pledges totaling $30,582,558.00, restricted to instruction,
research, public service, library, operation and maintenance of
physical plant, student aid, property, buildings, equipment, en-
dowment, loans, and other restricted purposes, are due to be
collected over the next six fiscal years in the amounts of
$9,585,179.00, $7,028,469.00, $4,736,196.00, $5,923,872.00,
$2,235,474.00, and $1,073,368.00, respectively. It is not practi-
cable to estimate the net realizable value of such pledges, and
therefore, they are not reflected in the accompanying financial
statements.
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Financial Report

The University of Tennessee financial report is
prepared to provide a public accounting of the
University’s financial affairs for the fiscal year
ended June 30, 1996.

The University employs available resources to
meet its primary missions of instruction, research,
and public service. This report is designed to
provide financial information that will assist
the reader in determining how effectively these
resources are managed to meet institutional
objectives.

UNIVERSITY FINANCIAL ACCOUNTING

Since the University usesavailable resources to
provide services rather than make a profit, the
purpose of the University’s financial reporting is
to account for resources received, held, and used
rather than determine net income. To achieve
this objective, the University employs “Fund”
accounting, which involves the segregation of
revenues and expenditures into separate funds
by source and/or purpose. Each fund is a self-
balancing set of accounts for recording assets,
liabilities, fund balances, and changes in fund
balances. The six fund groups include: Current
Funds,LoanFunds, Endowmentand Similar Funds,
Life Income Funds, Plant Funds, and Agency
Funds. Fund accounting provides the control
characteristics needed to ensure that limitations
and restrictions placed on the use of available
resources by external parties and by the Univer-
sity Board of Trustees will be observed. Additional
information on University accounting principles
is provided in the Notes to the Financial State-
ments on page 27.

SUMMARY OF FINANCIAL OPERATIONS
FOR THE YEAR

Current Funds

Current Funds are expendable resources for
current operating needs and are further segregated
forgeneral, auxiliary, and hospital purposes. Cur-
rent Restricted Funds refer to resources that carry
an external restriction and may only be used for
the purposes stipulated by the source of such
funds. Conversely, the Board of Trustees retains
full control and discretion over Current Unre-
stricted Funds in achieving institutional goals.

For the third year in a row, the University’s
current fund revenues exceeded one billion dol-
lars. Total Current Funds revenues for 1995-96
were $1.181 billion compared to $1.164 billion in
1994-95, an increase of 1.5 percent. These rev-
enues consist of $767.0 million general funds,
$108.2 million auxiliary funds and $305.8 million
hospital funds.

Through legislative appropriations, the state
of Tennessee continues to provide the most
significant amount of University general funds.
Unrestricted state appropriations in 1995-96
amounted to $363.8 million or 30.8 percent of
total revenues.

The second largest source of general Current
Funds revenues is gifts, grants and contracts,
which totals $204.7 million. These funds repre-
sent 17.3 percent of the total Current Funds
revenues. Grants and contracts received from
federal agencies amounted to $96.9 million.

The third largest source of general Current
Funds revenues is student tuition and fees. These
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fees amounted to $120.9 million, or 10.2 percent
of the total Current Funds revenues. The $4.0
million increase over last yearresulted from higher
tuition and maintenance fees, approximately 3 per-
cent at all campuses.

Sales and services of educational activities
decreased 9.1 percent to $33.3 million. Income
from other sources amounted to $17.9 million in
1995-96, a decrease of 6.7 percent from $19.2
million in 1994-95. A $500,000 increase in earn-
ings on short-term investments and bank accounts
helped to offset a $2 million decrease in confer-
ence earnings. Revénue generated from short-
term investments and bank account interest
totaled $11.3 million in 1995-96 compared to
$10.8 million in 1994-95. The average yield on
temporary investments increased from 5.53 per-
cent in 1994-95 to 5.78 percent in 1995-96.

Total Current Funds expenditures and trans-
fers in 1995-96 increased 1.8 percent to $1.185
billion. A schedule of Current Funds expenditures
by function (purpose) is provided on page 35.

All Unrestricted Funds revenues are reported
in the year received or accrued. All Restricted
Funds receipts are recorded as additions to the
fund balance of the appropriate fund group. Re-
stricted Current Funds are then recorded as rev-
enues in Current Funds during the period in
which they are expended. Total expenditures of
Restricted Funds amounted to $205.5 million in
1995-96 compared to $205.1 million in 1994-95,
a slight increase.

Auxiliary Enterprises Funds reflect transactions
and funds for activities that provide facilities and
services for students, faculty, and staff such as
housing, food service, bookstores, parking, and
intercollegiate athletics at UT Knoxville. The
revenues of auxiliary enterprises during 1995-96
totaled $108.2 million, an increase of 7.6 percent
from the prior year’s total revenue of $102.2 mil-
lion. Expenditures and mandatory transfers to meet
debt service requirements amounted to $107.2
million, an increase of 3.4 percent from 1994-95.

The University of Tennessee operates two hos-
pitals, the UT Memorial Hospital in Knoxville

TOTAL MARKET VALUE OF ENDOWMENT AND SIMILAR
FUNDS, AND LIFE INCOME FUNDS
(in millions of dollars)

and the William F. Bowld Hospital in Memphis.
The transactions and funds for these facilities are
presented separately in the financial statements
as Hospital Funds.

Current Revenues from operations of hospitals
during 1995-96 totaled $305.7 million, an in-
crease of 0.4 percent. The static revenue at Me-
morial Hospital resulted from capitationandlower
fees and the $1.2 million increase at the William
F. Bowld Hospital resulted from increased inpa-
tient revenues. Hospital expenditures and trans-
fers increased 1.0 percent from the 1994-95 ex-
penditures levels to $308.3 million. The Bowld
Hospital shows a deficit fund balance due to
significant amounts allocated for working capital
and encumbrances.

O Life Income Funds

Loan Funds

Loan Funds consist of resources made available
for financial loans to students of the University.
These resources include federal funds, funds from
other external sources, and required University
matching funds. Total Loan Funds increased $1.3
million to $35.2 million in 1995-96. Two thou-
sand seven hundred and seventeen student loans
totaling $4.7 million were made during 1995-96.
Student loans outstanding at June 30, 1996, to-
taled $31.3 million.

Federal programs provided the primary source
of student loans. At June 30, 1996, the federal
government had provided $28.8 million (or 82.0
percent) of the assets of all University loan funds.
University sources, in conjunction with matching
requirements for the federal loan program, pro-
vided $2.2 million (or 6.2 percent) of student loan
funds. The remaining $4.2 million (or 11.8 per-
cent) represented loan funds established by pri-
vate donations.

Endowment and Similar Funds
TheEndowmentand Similar Funds group con-
sists of funds that have been received from donors
with the stipulation that the principal be main-
tained inviolate and remain invested to produce
income for the purposes specified. Quasi-Endow-
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PLANT FUNDS EXPENDITURES
(in millions of dollars)

ment Funds are funds designated by the Board of
Trustees of the University to function as endow-
ment funds. The income earned through the in-
vestment of endowment funds is recorded in the
appropriate fund group and is available for expen-
diture according to the purposes specified. If the
income is to be added to principal per donor
agreement and is not available for expenditure, it
is recorded as income in the Endowment and
Similar Funds. Assets of this fund group are re-
corded at book value established by the market or
appraised value at the time of the gift, or cost at
the time investments are purchased.

The book value of the assets of the Endowment
and Similar Funds group at June 30, 1996, was
$189.3 million, and the market value was $234.3
million. The book value at June 30, 1995, was
$168.5 million, and the market value was $196.7
million. Income distribution from investment of
funds amounted to $8.3 million for the fiscal year.

Effective July 1, 1954, the University adopted
the policy of investing Endowment and Similar
Funds over which it had complete investment
discretion (those which the donor, the governing
gift instrument, or other considerations do not
require or warrant separate investment) in a con-
solidated investment pool. This practice affords
closer supervision of the investment portfolio and
makes available to all eligible endowment and
similar funds, regardless of size, the advantages of
participation in a diversified portfolio of carefully
selected investments. Each contributing endow-
ment fund participates in the income and capital
appreciation of the pool on a per share basis
commensurate with its contribution to the pool.
The pool’s approved spending plan consists of
distributinga predetermined annual amount based
upon 5 percent of a three-year average market
value. Shares are revalued each month in accor-
dance with market changes, and new funds or
additions to existing funds are admitted to the
pool at the current market share value.

The Consolidated Investment Pool consists of

funds from 1,422 separate endowments with a
total book value of $179.0 million at June 30,
1996, and a total market value of $223.1 million.
The market value increased by $36.6 million
during 1995-96. The market value of a participat-
ing share was $2.697 at June 30, 1996, compared to
$2.398at June 30,1995, anincrease of 12 percent.
The income distributed per share was $.0989,
whichwas4.1 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 in-
terest in the income produced by the funds’ assets.
The income payments terminate at a specified
time, usually upon death of the beneficiaries, and
the assets become available for use by the Univer-
sity as provided in the donor agreement.

Thebook value of Life Income Fundsat June 30,
1996, was $30.5 million compared to $25.4 million
the prior year. Income payments to beneficiaries
during the year amounted to $1.75 million.

Plant Funds

The Plant Funds group of accounts consists of
(1) Unexpended Plant Funds, which are used for
the acquisition or construction of physical proper-
ties; (2) Retirement of Indebtedness and Renewal
and Replacement Funds, which are set aside for
debt service payments on facilities financed
through bonds or notes payable and contingency
funds set aside to finance major maintenance
projects in the future; and (3) Investment in
Plant, which are expended for and invested in
institutional properties. Investment in Plant rep-
resents the capitalized value of the physical prop-
erty owned by The University of Tennessee.

Unexpended Plant Funds balances were $12.4
million at June 30, 1996, and represent funds
previously authorized or provided for additions to
the University’s physical plant. These balances
include $407 thousand which represents state
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capital outlay appropriations which have been
expended by the University but not reimbursed by
the state treasurer at the balance sheet date; and
$7.1 million which represents unexpended Ten-
nessee State School Bond Authority funding.

Total expenditures and deductions in Unex-
pended PlantFundsamounted to $68.7 million in
1995-96. Twenty-three projects were completed,
including the $28.4 million Science/Engineering
Research Facility and the $15.4 million Neyland
Stadium North End Zone Expansionat UT Knox-
ville. Other projects completed consisted of the
$6.8 million Conference Center Renovation of
Space Phase I at UT Knoxville, the $1.4 million
Housing Central Chilled Water Plant Phase II at
UT Martin, the $1.3 million Modular Buildings
for Interim Lab Space at UT Medical Center
Knoxville, the $6.5 million White Avenue Park-
ing Garageat UT Knoxville, the $9.9 million Paul
Meek Library Addition at UT Martin, and the
$1.2 million Main Academic Building Improve-
ments at UT Space Institute. Twenty-eight
projectswereunderconstruction at June 30, 1996,
including the $22.6 million Taylor Law Building
Renovation and Addition, the $8.2 million Boiler
Addition, and the $9.6 million Neyland Drive
Parking Garage at UT Knoxville. Other projects
under construction include the $7.9 million
Fletcher HallRenovationand $8.1 million Single
Student Housing Phase II at UT Chattanooga,
and the $6.7 million Parking Garage at UT Medi-
cal Center Knoxville.

Retirement of Indebtedness and Renewal and
Replacement Funds at June 30, 1996, amounted
to $112.4 million, of which $23.5 million is re-
stricted to meet minimum contractual reserve
requirements of loan, bond, and lease agreements.
The remainder of these funds represent debt ser-
vice and maintenance reserves required by pru-
dent institutional management policy.

Debtservice payments and transfers for capital
projects exceededrevenuesandotheradditions by

$630 thousand during 1995-96.

O Funds for Retirement W Bonds and
of Indebtedness Notes Payable

Total indebtedness for The University of Ten-
nessee at June 30, 1996, amounted to $265.7
million, and the retirement obligations continued
to be met on schedule. Additional information on
the University indebtedness is provided in Notes
to the Financial Statements on page 27.

With the exception of real estate held as
investments in Endowments and Similar Funds
and Life Income Funds, the Investment in Plants
section is used to account for capital assets owned
by ‘the University, including land, buildings,
equipment, library books, and livestock. Invest-
ment in Plant as of June 30, 1996, amounted to
$1.529 billion, an increase of $56.0 million over
the prior year.

Agency Funds

The Agency Funds group consists of funds held
by the University as fiscal agent for various third
parties. Agency Funds are reflected on the Bal-
ance Sheet only and not on the Statement of
Changes in Fund Balances since the net balances
in each Agency Fund represent liabilities rather
than fund balances. The balance of funds held for
third parties at June 30, 1996, amounted to $7.6
million. One significant part of these funds, $3.4
million, represents charitable lead trusts. Under
the terms of these lead trust agreements, the
annual income earned from the trusts while held
by the University is provided for University pur-
poses. Upon expiration of these trusts, the princi-
pal will be returned to the individuals specified by
thedonors. Another major portion of these funds,
$2.6 million, represent third party funds held as
performance guarantees and retainage on con-
struction contracts. The balance at June 30, 1996,
of $7.6 million reflects an increase of $400 thou-
sandoverthe]June 30, 1995 balance. The increase
resulted primarily from additional retainage on
construction contracts earned by the contractors,
but held by the University until completion and
acceptance of the construction projects.



Sources of Current Funds

for the year ended June 30, 1996

State Appropriations (30.8%) $ 363,791,307.73
Legislative appropriations from the Tennessee General Assembly for current
operations of the University.

Gifts, Grants, and Contracts (17.3%) $ 204,650,386.39
Revenues from federal and non-federal granting entities restricted for specific
purposes, primarily for sponsored research and training activities.

Tuition and Fees (10.2%) $ 120,943,753.10
Revenues collected from students; includes resident enrollment fees, program
and service fees, extension enrollment fees, and other fees.

Other (5.3%) $ 62,451,166.69
Revenues generated from sources not included in other classifications, such as
sales and services by University departments and endowment income.

Federal and Local Appropriations (1.3%) $ 15,159,576.16
Appropriations received in support of the University's land-grant missions, used
primarily by the Agriculture Experiment Station and Extension Service.
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Auxiliary Enterprises (9.2%) $ 108,160,362.74
Revenues from operations of auxiliary activities such as housing, dining halls,
bookstores, parking, and UT Knoxville athletics.

Hospitals (25.9%) $ 305,736,238.74
Net patient revenues from the UT Memorial Hospital-Knoxville and the
William F. Bowld-Memphis hospitals.
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1996 (millions of dollars)
1995
TOTAL $ 1,180,892,791.55



Uses of Current Funds

for the year ended June 30, 1996

Instruction (26.1%) $ 309,016,133.36
Includes all expenditures, including faculty and staff salaries incurred in
connection with instruction programs for credit and non-credit courses.

Research (10.5%) $ 124,606,496.11
Direct expenditures for sponsored research activities funded from federal,
state, local, and private sources.

Public Service (6.9%) $ 82,182,216.17
Expenditures for non-instructional programs beneficial to individuals and
groups external to the University.

Academic Support (5.9%) $ 69,313,688.00

Expenditures for libraries, computing support, and academic administration.

Institutional Support (4.9%) $ 58,321,452.95
Expenditures for executive management, financial operations, personnel
services, security, public relations, development activities, and alumni relations.

Physical Plant (4.0%) $ 47,802,813.98
Expenditures for the operation and maintenance of physical plant including
utilities and services related to grounds and facilities.

Student Aid (3.5%) $ 41,178,536.91
Scholarships and fellowships awarded to students.

Student Services (3.1%) $ 36,876,157.60
Expenditures for student services, including admissions, registrar, student activities,
counseling, career guidance, student aid administration, and health services.

Long-Term Debt Service and Other Transfers (0.0%) $ (408,405.08)
Mandatory transfers for debt service and non-mandatory transfers for other
long-term capital project funding and operations.
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Aucxiliary Enterprises (9.1%) $ 107,153,219.14

Activities that furnish goods and services to students, faculty, and staff.
Includes mandatory transfers for debt service.

Hospitals (26.0%) $ 308,265,383.12
Expenditures for hospital operations. Includes mandatory transfers for
debt service.

50 100 150 200 250 300 350
(millions of dollars)

TOTAL $ 1,185,122,853.07



Major Capital Construction Programs 1995-96

(in thousands of dollars)

State

Major Capital Construction Completed 1995-96 Appropriation TSSBA
Conference Center Renovation of Space Phase Il - Knoxville $ 6,750
Golf Range Apartments Roof Replacement - Knoxville

Golf Range Apartments Swimming Pool Renovation - Knoxville

International House - Knoxville

Music Building HVAC System Improvements - Knoxville $ 880

Neyland Stadium North End Zone Expansion - Knoxville 15,425
Neyland Stadium Painting and Waterproofing Phase III - Knoxville

White Avenue Parking Garage - Knoxville 6,000
Residence Hall Shower Improvements Phase I - Knoxville

RoofRepairand Replacement 1994-95 - Knoxville 310
Science/Engineering Research Facility - Knoxville 24,200 4,000
Steam Line Replacement - Knoxville 1,770

Patten House Renovation Phase 11 - Chattanooga

Housing Central Chilled Water Plant Phase II - Martin 1,390
Paul Meek Library Addition - Martin 9,850

Original Hospital Building Renovation Phase IV (Site Preparation) - Memorial Hospital 1,400
Modular Buildings for Interim Lab Space - Memorial Hospital

Sewage Lift Station Expansion - Memorial Hospital

Main Academic Building Chiller Replacement - Space Institute 405

Main Academic Building Improvements - Space Institute 1,105

Elevator Improvements Phase | - Memphis 740

Hazardous Materials Storage Area - Beale Building - Memphis

Roof Repair and Replacement 1993-94 - Memphis 800

MAJOR CAPITAL CONSTRUCTION COMPLETED $40,060 $34,965

Construction in at June 30, 1996 (estimated date)
Boiler Addition - Knoxville (July 1996) $ 8,230

Carrick Hall Chiller Replacement - Knoxville (July 1996)

Claxton Renovation for Computer and Research Space - Knoxville (August 1996)

Exterior Masonry Repairs - Knoxville (May 1997) 725
Golf Range Apartments Roof Replacement Phase II - Knoxville (August 1996)

Humanities Building Classroom Improvements - Knoxville (August 1996)

Neyland Drive Parking Garage - Knoxville (July 1996) $ 9,600
Neyland Stadium Graduate Instructional Center - Knoxville (August 1996)

Residence Hall Shower Improvements Phase Il - Knoxville (August 1996)

Roof Repair and Replacement 1993-94 - Knoxville (July 1996) 465
Taylor Law Building Renovation and Addition - Knoxville (September 1996) 22,550
Tennis Center Additionsand Improvements - Knoxville (November 1996)

Women'’s Athletic Fields - Knoxville (October 1996)

Fletcher Hall Renovation - Chattanooga (October 1997) 7,900

Maclellan Gymnasium Improvements - Chattanooga (January 1997) 930

Fifth Street Parking Garage - Chattanooga (February 1997) 3,400
Single Student Housing Phase Il - Chattanooga (June 1997) 8,100
Food Technology Facility Improvements Phase 11 - Institute of Agriculture (August 1996) 848

Veterinary Medicine Addition - Institute of Agriculture (November 1996)

Original Hospital Building Renovation Phase [V - Memorial Hospital (August 1998) 10,600
Elevator Addition in Professional Office Building Il - Memorial Hospital (February 1997)

Surgery Suite Renovation - Memorial Hospital (February 1997) 1,500
Parking Garage - Memorial Hospital (September 1997) 6,700
Professional Office Building Renovation of Space Phase 111 - Memorial Hospital (July 1996)

Space Renovation in Original Hospital Building Phase Il - Memorial Hospital (June 1998) 800
Space Renovation in Original Hospital Building Phase 1l - Memorial Hospital (Feb. 1997) 1,900
Steam Plant Improvements and Phase Il Steam Line Replacement - Martin (July 1996) 1,020

Bowld Hospital Emergency Room Expansion - Bowld Hospital (December 1996) 1,800

Bowld Hospital Fourth Floor Renovation - Bowld Hospital (August 1996)
MAJOR CAPITAL CONSTRUCTION IN PROGRESS $42,668 $44,400
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The University of Tennessee Ten Year Summary

Sources of Operating Revenues (,000)

State APPIOPIIALIONS ....o.vvvevieieieiesieieieseiesieeeeeseetesessaeasesesesessesesesess et ssessesesesesens $ 363,791 $ 354,122 $ 331,809
SEUAENIE FEOS ...ttt 120,944 116,940 114,704
Federal AppPropriations ..........ccveeeveerierinierinieieieieteteieeete et 13,073 13,088 13,608
Other (Gifts, Grants, Sales and Services, €tC.) .oovieoieevieoeeeieeeeeeeeeeeeeeeeeeee 269,188 273,736 265,463
Total General FUNS ........coovieviiiieiciceeeeeeeeeeeeeeee e $ 766,996 $ 757,886 $ 725,584
AUXILArY ENEEIPIiSe ...covovevieiieieieiiieieietciieeteeete e 108,160 102,216 97,419
HOSPITALS 1.ttt 305,736 304,376 311,542
Total Revenues-Current FUnds .......ooveeveeeeeeeeeeeeeeeeeeeeeeeeeeeeee, $1,180,892 $1,164,478 $1,134,545
Current Expenditures and Transfers (,000)
INUSETUCHION. vttt ettt ettt ettt e et aeensens $ 309,016 $ 307,676 $ 286,827
RESEATCR .o 124,607 128,801 130,647
PUDBLIC SEIVICE ..ttt 82,182 80,328 74,895
ACAEIMIC SUPPOTE ..ttt 69,314 67,703 61,392
SEUAENE SEIVICES ..eveeveivieieeteeteete ettt ettt ettt 36,876 35,882 32,306
INSEEUtIONAl SUPPOTE ..vvieiiieiiiieieie e 58,321 50,985 46,553
Operation and Maintenance of Physical Plant ........ccccocoovieiiiiininieieieiee, 47,801 46,465 45,090
Scholarships and Fellowships ........cccveieiiiieieieiiiciccceeeeee e 41,179 38,402 37,285
TTANSTETS oottt ettt ettt et ettt ettt 408 (564) 8,607
Total General Funds-Expenditures and Transfers.............ccccoovveu...... $ 769,704 $ 755,678 $ 723,602
Aucxiliary Expenditures and Transfers .........cooevevviiienierieienieieieieieieeseee s $ 107,153 $ 103,726 $ 97,131
Hospital Expenditures and Transfers .........ccocivieierieieieeieenreieieeeeieesiiene e $ 308,265 $ 305,090 $ 308,300
Total Current Expenditures and Transfers ..........ccocoveeineiiieinnene. $1,185,122 b1,164,494 $1,129,033
Expenditures Converted to 1995 .......cooiriiiniiieieieieicececeeeee e, x1.000 x1.027 x1.057
Equivalent by Consumer Price Index Factor .........cccoecevinieiiiiennnns $1,185,122 $1,195,935 $1,193,388
Current Unrestricted Fund Assets (,000)
Educational and General ............cocoovioioviiioiiiceececeeeeeeeeeeeee e $ 113,086 $ 123,277 $ 108,294
AUXILATY  ooeiiiiiiee ettt 26,780 26,987 27,075
HOSDICAL ooooooososooess oo 99,515 95,025 106,511
Total Current FUNS ....ooovieviiieieiieeee e $ 239,381 $ 245,289 $ 241,880
Student Loan Funds
Notes Receivable (;000) .....oioiiiiieieeceeeeeeeee ettt $ 31,317 $ 30,905 $ 29,350
Loans Issued (DY YEAT) ....cooviieiiieiiieiiictiieteetette et 2,717 3,048 2,765
Endowment Funds (,000)
Market VAlUE ...ttt $ 234,278 $ 196,720 $ 165,110
Life Income Funds
Market ValUe ......ooveoueeeieeieeieeeeeeeee et $ 31,978 $ 26,945 $ 23,186
Plant Funds (,000)
Long-term Debt ......ooviiiiiiiiei i $ 265,789 $ 227,715 $ 227,370
Reserves for Debt Service and Renewal & Replacement .........ccccoeveveiiennnn. $ 112,433 $ 113,063 $ 117,492
Net INVeSted i PLANE ..oveouvieiieiieieee et $1,258,176 $1,202,223 $1,140,786
Capital Outlay EXpenditures ........cocoovevivieiriinieiieiieieeeeceieiee e $ 68,739 $ 58,763 $ 56,037
General Data
Total ENrollment .....ovioviiiiiiceeceeeeeeeeeeeeeeeee et 41,934 41,927 42,383
KROXVILLE ot 25,722 25,943 26,431
CRATIANOOEA «.ovvevvevievierieiieiieteeteete ettt ettt ss s se et b b ssessess s 8,331 8,281 8,325
MATTINL oottt ettt ennens 5,801 5,608 5,537
MEMIPRIS .ottt 2,080 2,095 2,090
Degrees Granted ........ocoevieuieieriinieieieieieiee ettt ettt eb e ess s s s ens 8,233 8,429 8,237
Full-Time EMPIOYEES ....oovevieveiiieiieieiieieieicieeeeetee e 15,486 15,573 15,281
Full-Time FACUITY .ouvoiiiiieieceeee e 2,984 2,899 2,822
% tenured (Based on those eligible for tenure) ........ccoovevivieivieeieiieene 63.0% 62.0% 63.0%
Total Private Gifts (;000) ....cviovieeieeieieeee et $ 55,838 $ 46,020 $ 49,977
Academic Year Student Fees (Knoxville)
TEUSTATE ettt et ettt ettt e et ae et e e e eene s $ 2,164 $ 2,052 $ 1,962
Out of state (additional) ......ceooieiieiiiiceeec e $ 4,130 $ 3934 $ 3,780
State Appropriation/FTE ......ccooviiiiiieiieiiecee e $ 7,260 $ 6,866 $ 6317



1992-93

$ 313,075
108,699
13,333
247,485

$ 682,592
90,403
298,253

$ 262,151
121411
67,493
58,357
29,886
48,268
39,919
37,502

5,295
670,282

$ 89927

$ 282,012

$1,042,221
x1.084

$ 100,298
26,348
94,822

$ 221,468

$ 28,544
2,765

$ 148,891
$ 24,110

$ 231,412
$ 96,784
$1,060,947
$ 37,261

42,373
26,579
8,147
5,646
2,001
8,038
14,967
2,731
64.5%
35,153

1,898
3,600
5,961

LA RS2l

&

$
$
$
$

1991-92

283,893
101,527

12,787
225,882
624,089

89,614
263,814
977,517

240,222
109,865
61,586
52,495
26,199
46,727
38,778
33,637
9,425
618,934
87,891
259,340
966,165
x1.118

93,493
24,321
80,670
198,484

27,391
2,418

131,164
22,126

230,760
91,659

1,002,318

39,967

41,489
26,266
7,888
5,479
1,856
1,474
14,772
2,654
63%
34,853

1,788
3,364
5,636

1990-91

$ 299,568
96,500
12,110

210,255

$ 618,433

88,224
240,038
946,695

$ 239,744
105,724
61,344
54,421
26,682
48,789
40,140
29,034

8,934

$ 614,812

$ 86,737

$ 223,560

$ 925,109
x1.154

$1,067,576

$ 76,582
21,788
74,034

$ 172,404

$ 27,113
2,033

$ 118,040
$ 19,783
240,543

58,996

940,808
42,331

SHAPH

40,931
26,055
1,725
5,363
1,788
7,041
14,849
2,617
61.4%
32,002

1,712
3,204
6,155

A H RS2

1989-90

$ 301,437
88,590
11,291
192,419

$ 593,737
79,649
216,323

$ 889,709

$ 237,468
98,405
56,564
54,521
26,346
46,832
41,522
26,168

6,725
594,551
78,001
209,721
882,273
x1.217
$1,073,726

A N

$ 75071
20,455
55,143

$ 150,669

$ 27,130
3,179

$ 107,145
$ 16,016

$ 232,678
$ 51,303
$ 894,298
$ 40448

39,911
25,512
7,564
5,088
1,747
6,888
14,536
2,819
62.2%
33,527

1,582
2,952
6,156

PO RS2

1988-89

$ 294,622
82,944
11,402
183,005

$ 571,973
73,368
189,987

$ 835,328

$ 227,996
95,330
55,931
54,855
25,617
47,053
38,851
23,410
3,309

$ 572,352

$ 74,324

$ 187,881

$ 834,557
x1.275

$1,064,060

$ 74,677
16,702
46,129

$ 137,508

$ 25,210
2,303

$ 91,216

=

17,551

232,897
43,846
831,623
50,451

PP H

38,936
24,985
7,526
4,653
1,772
6,981
14,254
2,826
61.1%
32,159

1,466
2,734
5,296

RSZRsERs 2] -+

1987-88

$ 269,482
75,228
11,415
165,286

$ 521,411
73,083
168,993

$ 763,487

$ 204,146
85,833
51,084
49,951
23,164
45,092
36,7137
21,107

8,759

525,873

72,493
162,678
761,044

x1.334

$1,015,233

& H P

$ 83,167
17,587
44,497

$ 145,251

$ 24,595
2,551

$ 78,454
14,047

RS2d

$ 235,551
$ 44,261
$ 745,006
$ 63,527

39,890
25,987
7,355
4,785
1,763
7,180
13,579
2,794
61.3%
29,636

1,404
2,604
4,919

PPAHr P

1986-87

$ 256,896
69,318
10,699

152,028

$ 488,941

65,509
142,561
$ 697,011

$193,414
75,459
48,006
46,508
22,091
45,897
35,451
19,498
(1,345)
$ 484,979
$ 64,742

690,447
x1.389

$959,031

$ 77,439
16,803
37,262

$ 131,504

$ 24,081
2,576

$ 70,332
$ 19,053

$219,903
$ 40,792
$ 660,298
$ 56,126

39,955
25,842
7,484
4,923
1,706
6,988
13,042
2,716
61.1%
30,922

1,323
2,433
4,666

AL RS2s



The University of Tennessee Administration

From July 1, 1995, through June 30, 1996

BOARD OF TRUSTEES

The University of Tennessee is gov-
erned by its Board of Trustees. Board
members are appointed by the governor,
who also serves as chairman. The board
meets at least three times annually, and its
sessions are open to the public.

Ex Officio Members

Governor of Tennessee, Don Sundquist

Commissioner of Education, Jane Walters

Commissioner of Agriculture, Dan Wheeler

President of the University, Joseph Johnson

Executive Director, Tennessee Higher
Education Commission, Bryant Millsaps

From Congressional Districts
Thomas E. Kerney, Kingsport,

First District
William B. Sansom, Knoxville,

Second District
Roger W. Dickson, Chattanooga,

Third District
William M. Johnson, Sparta, Fourth District
Roy C. Flowers, Nashville, Fifth District
E. CarlJohnson, Brentwood, Sixth District
Amon Carter Evans, Columbia,

Seventh District
Tom Elam, Union City, Eighth District
J. Houston Gordon, Covington,

Eighth District
Johnnie D. Amonette, Memphis, Ninth
District

From Anderson, Bedford, Coffee,
Franklin, Lincoln, Moore, and Warren
Counties

J. Steven Ennis, Tullahoma

From Davidson County
R. Clayton McWhorter, Nashville

From Hamilton County
Paul ]. Kinser, Chattanooga

From Knox County
Susan Richardson-Williams, Knoxville
James A. Haslam II, Knoxville

From Shelby County
King W. Rogers III, Memphis
Edward W. Reed, Memphis

From Weakley County
Nancy Owverton, Martin

Student Member
Suzanne Schaeffer, UT Knoxville

Faculty Member
Paul Phillips, UT Knoxville

Officers of the Board

Governor Don Sundquist, Chairman
J. Steven Ennis, Vice Chairman
Beauchamp Brogan, Secretary

Linda Logan, Assistant Secretary

SENIOR ADMINISTRATIVE
OFFICERS

Joseph E. Johnson
President

Billy Stair
Executive Assistant to the President

Charles F. Brakebill

Vice President for Development

Beauchamp E. Brogan
General Counsel and Secretary of the
Board of Trustees

Emerson H. Fly
Executive Vice President and
Vice President for Business and Finance

Homer S. Fisher
Senior Vice President

Dorsey M. Gossett
Vice President for Agriculture

Dwayne McCay
Vice President for the Space Institute

Charles M. Peccolo

Treasurer

Sammie Lynn Puett
Vice President for Public Service and
Continuing Education

William R. Rice
Vice President for Health Affairs and
Chancellor, Memphis

Frederick W. Obear
Chancellor, Chattanooga

Margaret N. Perry
Chancellor, Martin

William T. Snyder
Chancellor, Knoxville

The University of Tennessee, Knoxville does
not discriminate on the basis of race, sex, color,
religion, national origin, age, disability, or vet-
eran status in provision of education programs
and services or employment opportunities and
benefits. This policy extends to both employ-
ment by and admission to the University.

The University does not discriminate on the
basis of race, sex, or disability in the education
programs and activities pursuant to the require-
ments of Title VI of the Civil Rights Act of
1964, Title IX of the Education Amendments of
1972, Section 504 of the Rehabilitation Act of
1973, and the Americans with Disabilities Act
(ADA) of 1990.

Inquiries and charges of violation concerning
Title VI, Title IX, Section 504, ADA, the Age
Discrimination in Employment Act (ADEA), or
any of the other above referenced policies should
be directed to the Office of Diversity Resources
& Educational Services (DRES); 1818 Lake Av-
enue; Knoxville, TN 37996-3560; telephone
(423) 974-2498 (TTY available). Requests for
accommodation of a disability should be directed
to the ADA Coordinator at the Office of Human
Resources Management; 600 Henley Street;

Knoxville, TN 37996-4125.

Publication Authorization No: E17-0425-002-97

FINANCIAL STAFF
OF THE UNIVERSITY-WIDE
ADMINISTRATION

Emerson H. Fly
Executive Vice President and
Vice President for Business and Finance

Charles M. Peccolo

Treasurer

Jonee Daniels
Bursar

Sylvia S. Dawis
Assistant Vice President for Business and
Finance

Francis M. Gross
Associate Vice President for Management
Services

James R. Maples
Controller

Lester K. Mathews
Director of Payrolls

Charles E. Moss
Senior Associate Vice President for
Business and Finance

Neal Wormsley
Associate Treasurer

FINANCIAL STAFF OF THE
CAMPUSES AND UNITS

Gary W. Baskette
Director of Business Services, Public
Service and University Relations

Robert L. Blackwell

Vice Chancellor for Business and Finance,
Memphis

Curtis Curley

Associate Vice Chancellor for Business
and Finance, University Medical Center,
Knoxville

Phillip W. Dane
Vice Chancellor for Business and Finance,
Martin

Julian R. Gissel Jr.
Director of Business Affairs,
Institute of Agriculture

Raymond L. Hamilton
Executive Director for Business
and Finance, Knoxville

George L. Jensen

Director of Administration and Finance,
Space Institute

George E. Ross

Vice Chancellor for Business and Finance,
Chattanooga
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