6.3 Financial Resources

Introduction


The financial resources of UT Martin continue to be sufficient to provide quality education and other mission-based services. However, as a direct result of limited state funding, the University has increased its dependence on tuition, fee, and other income sources. A lack of real growth in state appropriations since the previous reaccredidation cycle has restricted program and staff enhancement as the University strives to serve West Tennessee. Funding levels have been insufficient to fully address salary competitiveness. Additional state resources or an even more pronounced dependence on tuition, fee, and external income will be required to bring salaries in line with those at peer institutions and to provide additional operating funds to departments. However, due in large part to the dedication of its faculty and staff, coupled with substantial increases in tuition and fees, UT Martin continues to meet the needs of its students and its region. 


The division of finance and administration exists to manage the financial and physical resources of the University. Since UT Martin is a component of the University of Tennessee, UT Martin is participating in the implementation of a new financial system called Integrated R/3 Information System or IRIS. The new IRIS system, from SAP Corporation, replaces an aged, twenty-plus-year-old system. The previous system was batch-based while IRIS is interactive-based and provides data in real time. Therefore, the University’s financial transactions and informational flows will be greatly enhanced after the system is fully implemented. Transition to IRIS began in July 2001; therefore, departments are still familiarizing themselves with the system and its capabilities. The human resources component of IRIS began implementation in January 2002 and, as with any new application, we anticipate a learning period of several months as departments familiarize themselves with the system.


With the current vice chancellor’s arrival in September 2000, the division has been renamed from business and finance to the division of finance and administration in order to better reflect the division’s responsibility. Also since September 2001, the vice chancellor has reorganized the unit and now the director of environmental health and safety reports directly to the vice chancellor. This change enhances the effectiveness and

visibility of that area of responsibility. Further, in the Spring 2001, upon the untimely death of the director of budget and payroll, the vice chancellor eliminated the position of director of business services and transferred those responsibilities to the newly created position of assistant vice chancellor and director of business affairs. Payroll was shifted and combined with the personnel office to create the new department of human resources. The budget office assumed all responsibility for academic budgeting and will now be extensively involved in managerial reporting as well. All reorganizations were made to strengthen the ability of the division of finance and administration to serve the campus community. 

6.3.1 Financial Resources

6.3.1.1 Because the financial resources of an institution influence the quality of its educational program, each institution must possess sufficient financial resources to support all of its programs. 


The following narrative explains compliance to both criteria.

6.3.1.2 The recent financial history of the institution must also demonstrate the financial stability essential to its successful operation. 

UT Martin advances its mission and provides superior quality in higher education within the constraints of available financial resources. Financial reports prepared by the office of finance and administration for fiscal years 1997-2001 provide evidence of the sufficiency and stability of financial resources needed to support the educational programs and support services of UT Martin. Funding levels have been adequate to sustain accreditations for all major academic units. As indicated in the Schedule of Notes Payable and Fund Balance Summary, UT Martin has low debt levels; in addition the University has consistently maintained positive fund balances equal to approximately 2% of the total budget. 
Revenues 

The University receives revenues from a variety of sources including state appropriations, student tuition and fees, grants and contracts, gifts, and auxiliary sales and services. Table 6-3 summarizes the dollar amounts and classifications of these sources of funds for FY 1997 through FY 2001. Table 6-4 indicates the percentage of total revenues derived from each classification. Total revenues for the University in FY 2001 were $65,535,004 with $26,816,412 (40.92%) coming from restricted and unrestricted state appropriations and $17,998,886 (27.46%) from tuition and fees. Other primary contributors to total revenues include auxiliary enterprises

Table 6-3. Revenues by Source; FY 1997-FY2001. (Fiscal Year Ending June 30)
	Educational and General Revenues

	Unrestricted Use
	1997
	1998
	1999
	2000
	2001

	Student Tuition and Fees
	 $ 13,676,629 
	 $ 15,491,679 
	 $ 15,702,711 
	 $ 16,873,054 
	 $ 17,998,886 

	State Appropriations
	 $ 25,229,300 
	 $ 24,797,300 
	 $ 25,856,200 
	 $ 25,789,000 
	 $ 26,523,900 

	Federal Grants and Contracts
	 $        76,983 
	 $        84,962 
	 $        83,093 
	 $        82,956 
	 $        58,469 

	State Grants and Contracts
	 $      112,729 
	 $        93,004 
	 $      113,750 
	 $      112,435 
	 $      146,896 

	Private Gifts, Grants and
	 
	 
	 
	 
	 

	Contracts*
	 $      236,617 
	 $      219,521 
	 $      194,870 
	 $        20,786 
	 $        19,265 

	Sales and Services of
	 
	 
	 
	 
	 

	Education Depts.
	 $   1,625,199 
	 $   1,775,680 
	 $   1,773,948 
	 $   1,329,126 
	 $   1,717,790 

	Other Sources
	 $        86,688 
	 $      133,702 
	 $      127,712 
	 $      192,574 
	 $      186,794 

	 
	 
	 
	 
	 
	 

	Subtotal Unrestricted Use
	 $ 41,044,145 
	 $ 42,595,848 
	 $ 43,852,284 
	 $ 44,399,931 
	 $ 46,652,001 

	 
	 
	 
	 
	 
	 

	Restricted Use
	1997
	1998
	1999
	2000
	2001 

	State Appropriations
	 $      273,682 
	 $      398,347 
	 $      382,475 
	 $      280,239 
	 $      292,512 

	Federal Grants and Contracts
	 $   3,264,172 
	 $   3,842,341 
	 $   4,207,615 
	 $   3,907,291 
	 $   4,461,805 

	State Grants and Contracts
	 $   1,662,557 
	 $   2,160,869 
	 $   2,004,710 
	 $   2,342,288 
	 $   2,898,859 

	Local Grants and Contracts
	 
	 $        10,800 
	 $          8,600 
	 $          6,300 
	 $          5,800 

	Private Gifts, Grants, and 
	 
	 
	 
	 
	 

	Contracts*
	 $      888,410 
	 $      840,763 
	 $      878,903 
	 $      211,387 
	 $      245,376 

	Endowment Income
	 $      521,335 
	 $      766,292 
	 $      903,195 
	 $      813,187 
	 $      999,311 

	Other Sources
	 
	 
	 
	 $      704,254 
	 $      643,920 

	 
	 
	 
	 
	 
	 

	Subtotal Restricted Use
	 $   6,610,156 
	 $   8,019,412 
	 $   8,385,498 
	 $   8,264,946 
	 $   9,547,582 

	 
	 
	 
	 
	 
	 

	Total Educational & General
	 $ 47,654,301 
	 $ 50,615,260 
	 $ 52,237,782 
	 $ 52,664,877 
	 $ 56,199,583 

	 
	 
	 
	 
	 
	 

	Auxiliary Enterprise 

Revenues
	 $   8,895,759 
	 $   9,368,168 
	 $   9,615,527 
	 $   9,193,153 
	 $   9,335,421 

	 
	
	
	
	
	

	TOTAL REVENUES
	 $ 56,550,060 
	 $ 59,983,428 
	 $ 61,853,309 
	 $ 61,858,030 
	 $ 65,535,004 

	
	
	
	
	
	

	*Note that, due to an accounting change, some items were reclassified as “Other Sources” beginning in FY 2000 


.

Table 6-4. Percentage of Total Revenues by Source: FY 1997- FY 2001.

	Total Restricted and Unrestricted Funds
	1997
	1998
	1999
	2000
	2001

	Student Tuition and Fees
	24.18%
	25.83%
	25.39%
	27.28%
	27.46%

	State Appropriations
	45.10%
	42.00%
	42.42%
	42.14%
	40.92%

	Federal Grants and Contracts
	5.91%
	6.55%
	6.94%
	6.45%
	6.90%

	State Grants and Contracts
	3.14%
	3.76%
	3.42%
	3.97%
	4.65%

	Private Gifts, Grants
	 
	 
	 
	 
	 

	      and Contracts*
	1.99%
	1.77%
	1.74%
	0.38%
	0.40%

	Sales and Services of
	 
	 
	 
	 
	 

	      Education Depts.
	2.87%
	2.96%
	2.87%
	2.15%
	2.62%

	Endowment Income
	0.92%
	1.28%
	1.46%
	1.31%
	1.52%

	Auxiliary Enterprise Revenues
	15.73%
	15.62%
	15.55%
	14.86%
	14.24%

	Other Sources
	0.15%
	0.22%
	0.21%
	1.45%
	1.27%

	*Note that, due to an accounting change in FY 2000 some items were reclassified into “Other Sources”.


(14.24%), federal grants and contracts (6.90%), state grants and contracts (4.65%) and sales and services of educational departments (2.62%). 

Although the University obtains funds from a diversified array of sources, a substantial shift has occurred with regard to the reliance on individual revenue categories since the last accreditation cycle. In particular, student tuition and fees have steadily increased while state appropriations have declined relative to total revenues. Figure 17 indicates that, while state appropriations continue to be the single largest source of funds, they are diminishing in terms of their percentage contribution to total revenues. State revenues have declined from nearly half of the total budget in FY 1990 to just over 40% in FY 2001. Similarly, state contributions declined from over two thirds of unrestricted education and general revenues (E&G) in 1990 to under 60% in 2001. Revenues generated from student tuition and fees, on the other hand, have increased both in real terms and in relation to their percentage contribution to total revenues. Reliance on student tuition and fees increased from 21.07% of the total budget (29.78% of unrestricted E&G revenues) in 1990 to 27.46% (38.58% of unrestricted E&G revenues) in FY 2001. Meanwhile, the percentage of revenues derived from all other sources has remained relatively stable during the period. 

Total revenues increased at an annualized rate of 3.76% from FY 1997-2001. This growth in revenue was primarily due to increases in tuition and fees as total state appropriations grew only 1.26% per annum. Total state revenues, including both 
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Figure 17.  Percent of Total (Restricted and Unrestricted) 

Revenues from State Appropriations and Tuition & Fees: FY 

1990 - FY 2001
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restricted and unrestricted direct appropriations and state grants and contracts, grew at 2.29% per annum from FY 1997-2001. During this same period, revenue from student tuition and fees has increased at an annualized rate of 7.11%.

Table 6-5 indicates that, while the number of part-time and graduate students has increased, no substantive change in overall enrollment has occurred during the past 5-year period. Therefore, as evidenced by the student headcount, credit hour production, and full time equivalent data, growth in tuition and fee income is a result of increased charges rather than increases in enrollment. This is part of a more protracted trend as tuition and fee revenues have increased at an annualized rate of 7.11% since 1990, matching the growth rate from 1997-2001. Recent data and information, however, indicate that that this growth rate is accelerating. As the Tennessee budget situation has worsened, a 9% increase in tuition and fee charges occurred in FY 2001 and a 15% increase was approved for FY 2002. 

Table 6-5. FALL 1996 - 2000 ENROLLMENT SUMMARIES.

	Undergraduate Enrollment Data
	Fall 1996
	Fall 1997
	Fall 1998
	Fall 1999
	Fall 2000

	Total Headcount
	5,368
	5,613
	5,500
	5,392
	5,479

	Full-Time
	4,666
	4,873
	4,782
	4,607
	4,571

	Part-Time
	702
	740
	718
	778
	901

	Entering Freshmen
	979
	1,191
	1,205
	948
	1,042

	Full-Time
	929
	1,098
	1,126
	932
	1,008

	Part-Time
	50
	93
	79
	16
	34

	Other Freshmen
	844
	767
	772
	853
	735

	Credit Hours
	78,313
	81,344
	79,892
	76,575
	77,239

	Full Time Equivalent 

(FTE) Students
	5,221
	5,423
	5,236
	5,103
	5,140

	Graduate Enrollment Data
	Fall 1996
	Fall 1997
	Fall 1998
	Fall 1999
	Fall 2000

	Total Headcount
	378
	399
	346
	356
	398

	Full-Time
	59
	88
	70
	84
	82

	Part-Time
	319
	311
	276
	272
	316

	Credit Hours
	1,863
	2,206
	1,843
	2,102
	2,206

	Full Time Equivalent 

(FTE) Students
	155
	184
	154
	175
	184

	Total Enrollment Data
	Fall 1996
	Fall 1997
	Fall 1998
	Fall 1999
	Fall 2000

	Total Headcount
	5,746
	6,012
	5,846
	5,748
	5,877

	Full-Time
	4,725
	4,961
	4,852
	4,691
	4,653

	Part-Time
	1,021
	1,051
	994
	1,050
	1,217

	Credit Hours
	80,176
	83,550
	81,735
	78,677
	79,445

	Full Time Equivalent 

(FTE) Students
	5,376
	5,607
	5,480
	5,278
	5,324


Expenditures

Table 6-6 provides a summary of expenditures by function. Total expenditures in FY 2001 were $63,761,164. Combined restricted and unrestricted instructional expenditures represent the largest single use of funds  $22,530,312 and represented 35.34% of total spending.

Scholarships and fellowships were the second largest expenditure category accounting for 15.02% of the FY 2001 budget. While no major funding allocation shifts have occurred during the past 5-years, research and scholarship and fellowship expenditures have grown at the highest rates. Alternatively, public service expenditures have increased by a modest 1.84% annual rate during the past five years.

Table 6-6. Expenditures by Function: FY 1997-FY 2001. (Fiscal Year Ending June 30)
	Unrestricted Use
	1997
	1998
	1999
	2000
	2001

	Instruction
	 $   19,135,860 
	 $   19,299,405 
	 $   20,060,414 
	 $   19,802,392 
	 $   20,155,466 

	Research
	 $        795,575 
	 $        873,334 
	 $        698,271 
	 $        961,969 
	 $     1,167,822 

	Public Service
	 $        388,498 
	 $        442,190 
	 $        286,634 
	 $        292,424 
	 $        371,928 

	Academic Support
	 $     5,087,801 
	 $     5,030,799 
	 $     5,501,267 
	 $     5,032,501 
	 $     5,666,916 

	Student Services
	 $     4,613,461 
	 $     4,438,626 
	 $     4,784,044 
	 $     5,091,747 
	 $     5,453,164 

	Institutional Support
	 $     3,412,987 
	 $     3,368,788 
	 $     3,618,135 
	 $     3,523,508 
	 $     3,308,616 

	Operation/Maintenance of Plant
	 $     4,283,513 
	 $     4,470,717 
	 $     4,479,564 
	 $     4,454,303 
	 $     5,752,812 

	Scholarships & Fellowships
	 $     2,959,095 
	 $     3,056,196 
	 $     3,349,248 
	 $     3,527,671 
	 $     3,552,391 

	Transfers
	 $        357,729 
	 $        343,050 
	 $     1,056,539 
	 $     1,791,959 
	 $        864,181 

	 
	 
	 
	 
	 
	 

	Subtotal Unrestricted Use
	 $41,034,519 
	 $41,323,105 
	 $43,834,116 
	 $44,478,474 
	 $46,293,296 

	 
	 
	 
	 
	 
	 

	Restricted Use
	1997
	1998
	1999
	2000
	2001

	Instruction
	 $     2,137,569 
	 $     2,082,202 
	 $     2,261,205 
	 $     2,055,448 
	 $     2,374,846 

	Research
	 $               579 
	 $          30,564 
	 $          17,064 
	 $          13,333 
	 $          12,390 

	Public Service
	 $        508,987 
	 $        755,008 
	 $        565,112 
	 $        534,027 
	 $        593,260 

	Academic Support
	 $        138,916 
	 $        109,216 
	 $          89,396 
	 $          77,119 
	 $        106,182 

	Student Services
	 $          80,645 
	 $          30,543 
	 $          19,422 
	 $        154,560 
	 $        184,484 

	Institutional Support
	 $          30,682 
	 $        124,161 
	 $        110,824 
	 $          81,512 
	 $          62,544 

	Operation/Maintenance of Plant
	 
	 $               988 
	 $          11,970 
	 $               129 
	 $            2,347 

	Scholarships & Fellowships
	 $     3,712,778 
	 $     4,886,729 
	 $     5,310,505 
	 $     5,348,796 
	 $     6,022,862 

	 
	 
	 
	 
	 
	 

	Subtotal Restricted Use
	 $   6,610,156 
	 $   8,019,411 
	 $   8,385,498 
	 $   8,264,924 
	 $   9,358,916 

	 
	 
	 
	 
	 
	 

	Total Educational & General
	 $   47,644,675 
	 $   49,342,516 
	 $   52,219,614 
	 $   52,743,398 
	 $   55,652,212 

	 
	 
	 
	 
	 
	 

	Auxiliary Enterprise Expenditures
	 $     7,310,067 
	 $     9,173,593 
	 $     8,353,461 
	 $     7,759,968 
	 $     8,108,951 

	 
	 
	 
	 
	 
	 

	TOTAL EXPENDITURES
	 $54,954,742 
	 $58,516,109 
	 $60,573,075 
	 $60,503,366 
	 $63,761,164 

	 
	 
	 
	 
	 
	 


Table 6-7 indicates the percent contribution to total expenditures for all major functional classifications from FY 1997 through FY 2001. The priorities reflected by these allocations are consistent with the strong teaching mission of the University. Finally, E&G expenditures per FTE student are shown in Table 6-8. The University spent $10,453 per FTE student during the 2000-2001 academic year. As previously indicated in Table 6-5, very little change has occurred in overall enrollment in recent years. Consequently, little variation exists between FTE-adjusted and unadjusted expenditure

Table 6-7. Percentage of Total Expenditures by Function: FY 1997-FY 2001.

	Total Restricted and Unrestricted Funds
	1997
	1998
	1999
	2000
	2001

	Instruction
	38.71%
	36.54%
	36.85%
	36.13%
	35.34%

	Research
	1.45%
	1.54%
	1.18%
	1.61%
	1.85%

	Public Service
	1.63%
	2.05%
	1.41%
	1.37%
	1.51%

	Academic Support
	9.51%
	8.78%
	9.23%
	8.45%
	9.05%

	Student Services
	8.54%
	7.64%
	7.93%
	8.67%
	8.84%

	Institutional Support
	6.27%
	5.97%
	6.16%
	5.96%
	5.29%

	Operation/Maintenance of Plant
	7.79%
	7.64%
	7.42%
	7.36%
	9.03%

	Scholarships & Fellowships
	12.14%
	13.57%
	14.30%
	14.67%
	15.02%

	Transfers
	0.65%
	0.59%
	1.74%
	2.96%
	1.36%

	Auxiliary Enterprise Expenditures
	13.30%
	15.68%
	13.79%
	12.83%
	12.72%


Table 6-8. E & G Expenditures per

 Full-Time Equivalent (FTE) Student 1997-2001.

	 

 PANEL A:  TOTAL E & G EXPENDITURES PER

 FULL-TIME EQUIVALENT (FTE) STUDENT 1997-2001



	
	1996-1997
	1997-1998
	1998-1999
	1999-2000
	2000-2001

	Actual
	$ 8,863
	$ 8,800
	$ 9,529
	$ 9,993
	$ 10,453

	Inflation Adjusted

Constant Dollars*
	$ 8,863
	$ 8,654
	$ 9,191
	$ 9,302
	$ 9,414

	Panel B: Total State Appropriations Per 

Full-Time Equivalent (FTE) Student



	
	1996-1997
	1997-1998
	1998-1999
	1999-2000
	2000-2001

	Actual
	$ 4,744
	$ 4,494
	$ 4,788
	$ 4,939
	$ 5,037

	Inflation Adjusted

Constant Dollars*
	$ 4,744
	$ 4,419
	$ 4,618
	$ 4,592
	$ 4,536

	*Note: Inflation adjustments are based on U.S. Department of Labor Bureau of Labor Statistics consumer price index (CPI) figures corresponding to UT-Martin fiscal year cycles 1996-2000. 


growth rates. As with revenues, expenditure growth rates have consistently been near the overall inflation rate. Adjusting for both FTE enrollment and inflation, real per student expenditures have declined slightly during the period (Table 6-8). Finally, Figure 18 indicates that the University of Tennessee at Martin is fiscally sound. The University has consistently operated with a surplus as total revenues have consistently exceeded expenditures. 
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Summary Analysis

UT Martin has both the magnitude and stability of financial resources necessary to advance its mission. State appropriations have failed to keep pace with inflation and have declined as a percentage of overall revenues. However, substantial and sustained increases in tuition and fees during recent years have mitigated the adverse impact of limited state funding. In addition, modest growth in overall revenues has translated directly to slow but sustained increases in expenditures per FTE. 

The implementation of a technology fee (currently $100.00 per semester) has provided for timely upgrades in computer and related equipment. In addition, while the legislature continues to debate much needed tax reform, a 9% tuition increase in FY 2001 followed by the 15% increase for FY 2002 will ensure the financial viability of the institution. The financial barrier to entry that will result from continued reliance on substantial increases in tuition and fees, however, will compromise the ability of the University to serve its intended clientele. This conclusion is supported by the fact that, notwithstanding the existence of an outstanding faculty and a diversified range of accredited programs, student enrollment has remained stable in recent years.

The Committee has determined that UT Martin is in compliance.
Documentation/Support Materials:

The University of Tennessee at Martin Fact Book 

UT Financial Reports: FY 1996-2000

Controller’s Office 2000-2001 Year End Report 

Schedule of Notes Payable and Fund Balance Summary
Annual Audit Report of the Division of State Audit

Suggestions:

1. Working through appropriate administrative channels, the University should provide information and advice to state legislators regarding the need for increased and sustainable funding for higher education.

2. The University should increase its efforts in securing public and private contracts, grants, and gifts. 

Documentation of Compliance for Criteria 6.3.1 Financial Resources
	Must Statement
	Statement of Compliance
	Supporting Documentation

	6.3.1.1 Because the financial resources of an institution influence the quality of its educational program, each institution must possess sufficient financial resources to support all of its programs. 


	Compliance
	· The University of Tennessee at Martin Fact Book
· UT Financial Reports: FY 1996-2000
· Annual Audit Report of the Division of State Audit
· Comptroller’s Office 2000-2001 Year End Report 



	6.3.1.2 The recent financial history of the institution must also demonstrate the financial stability essential to its successful operation. The adequacy of financial resources will be judged in relation to the basic purpose of the institution the scope of its programs and its number of students. 
	Compliance
	· The University of Tennessee at Martin Fact Book
· UT Financial Reports: FY 1996-2000

· Schedule of Notes Payable and Fund Balance Summary

· Annual Audit Report of the Division of State Audit



6.3.2 Organization for the Administration of Financial Resources
6.3.2.1 All business and financial functions of the institution should be centralized under a chief business officer reporting to the chief executive officer. The organization of the business office must be consistent with the purpose of the institution, the size of the institution, and the volume of transactions of a business or financial nature. The most important functions typically performed by the business office include assistance to the chief executive officer in preparation and control of the institutional budget; establishment and operation of an appropriate system of accounting and financial reports; supervision of the operation and maintenance of the physical plant; procurement of supplies and equipment; control of inventories; financial oversight of auxiliary enterprises; receipt custody and disbursement of institutional funds; maintenance of personnel records; and administration of personnel policies governing the staff. 

The chief business officer at UT Martin is the vice chancellor for finance and administration. The vice chancellor for finance and administration reports directly to the chancellor. The responsibilities of the vice chancellor for finance and administration include preparation and control of the institutional budget; accounting and managerial reporting; the operation and maintenance of the physical plant, including transportation services; cashiering functions; purchasing; inventory control; public safety; environmental health and safety; bookstore; human resources; and auxiliary services accounting including food service, telephone service, vending, and card services.

The organization of the division of finance and administration is consistent with the purpose and size of the institution. Not all financial areas are centralized in the vice chancellor for finance and administration. For example, the responsibility for investment of funds is vested in the office of the treasurer at the University of Tennessee System in Knoxville. Accounting for financial aid and housing is vested in the division of student affairs.

The University’s vice chancellor for finance and administration holds a B.S. degree in business with a concentration in management and a M.S. degree in education/higher education with a concentration in college and university business affairs. The vice chancellor has also attended numerous seminars and training institutes including the Executive Leadership Institutes I and II presented by the National Association of College and University Business Officers. The vice chancellor began employment September 2000, having come to the University with 30 years experience in college and university business affairs with approximately seven years at the vice president level. The range of education and experience of the vice chancellor has prepared him well to oversee the financial management of the institution.

The Committee has determined that UT Martin is in compliance.

Documentation/Supporting Materials:

Organizational Chart for Finance and Administration

The Office of Finance and Administration Web site: 

<http://www.utm.edu/finadmin/>

University Organizational Chart

UT Charter and Bylaws, Article IV, Section 3 (Duties of the Chancellor)

    < http://www.lib.utk.edu/~gco/bylaws/bylawsIV.html>

Annual Budget

6.3.2.2 The chief executive officer must report regularly to the governing board on the financial and business operations of the institution. 

The chancellor provides regular reports to the president of the University of Tennessee and the Board of Trustees on the business and financial operations of the University. 

The preliminary budget for the University is presented in July, and the final budget is submitted in October of each year. Annual financial statements are also submitted and subject to review by the University of Tennessee System and the Tennessee Higher Education Commission.

The Committee has determined that UT Martin is in compliance.

Documentation/Supporting Material:

University of Tennessee Charter and Bylaws Article IV, Section 3(Duties of the Chancellor <http://www.lib.utk.edu/~gco/bylaws/bylawsIV.html>

Annual Budget 

6.3.2.3 The chief business officer should have experience or training in handling educational business affairs sufficient to enable the business office to serve the educational goals of the institution and assist in furthering its stated purpose.

The chief business officer is sufficiently experienced and trained to serve the educational goals of UT Martin. Refer to Criteria 6.3.2.1 for a full explanation of his educational and professional background.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:

Résumé of the Vice Chancellor for Finance and Administration

Documentation of Compliance for Criteria 6.3.2 Organization for the 

Administration of Financial Resources

	Must Statement
	Statement of Compliance
	Supporting

Documentation

	6.3.2.1 All business and financial functions of the institution should be centralized under a chief business officer reporting to the chief executive officer. The organization of the business office must be consistent with the purpose of the institution, the size of the institution, and the volume of transactions of a business or financial nature. 


	Compliance
	· Organizational Chart for Finance and Administration

· The Office of Finance and Administration Web site: 

<http://www.utm.edu/finadmin/>
· UT Charter and Bylaws, Article IV, Section 3 (Duties of  Chancellor )

<http://www.lib.utk.edu/~gco/bylaws/bylawsIV.html>

· Annual Budget

	6.3.2.2  The chief executive officer must report regularly to the governing board on the financial and business operations of the institution. 


	Compliance
	· University of Tennessee Charter & Bylaws Article IV, Section 3 (Duties of the Chancellor)
<http://www.lib.utk.edu/~gco/bylaws/bylawsIV.html>

· Annual Budget 


	Should Statement
	Statement of Compliance
	Supporting

Documentation

	6.3.2.1 All business and financial functions of the institution should be centralized under a chief business officer reporting to the chief executive officer.


	Compliance
	· University Organizational Chart

	6.3.2.3 The chief business officer should have experience or training in handling educational business affairs sufficient to enable the business office to serve the educational goals of the institution and assist in furthering its stated purpose.
	Compliance
	· Résumé of the Vice Chancellor for Finance and Administration


6.3.3 Budget Planning

6.3.3.1 The budget is a statement of estimated income and expenditures for a fixed period of time, usually the fiscal year of the institution. An institution must prepare an appropriately detailed annual budget. 

UT Martin utilizes an appropriately detailed annual budget that conforms to the requirements of The University of Tennessee System, the Tennessee Higher Education Commission, the State Department of Finance and Administration, and the National Association of College and University Business Officers. The budget is the approved formal plan for financing the academic and support programs for the fiscal year beginning July 1 of each year. The budget is a component of the University’s five-year planning process. The University’s fiscal policy (UT Fiscal Policy - Section 080) requires that an annual budget be established for each budgetary unit. Additional detail is provided as the budget of each department or unit is divided into six principal budget categories, namely, professional salaries, summer school salaries, clerical and supporting—salaried, clerical and supporting—hourly, operating and miscellaneous, and equipment and capital outlay. The appropriations for each purpose are the maximum amounts that may be expended or obligated for payment during the period covered by the budget. In addition, pursuant to UT Martin Fiscal Procedure Statement - Section 080, Part 02, a detailed budget is prepared on an annual basis. As indicated in the procedure, The UT Martin budget is constructed in the following manner:

1. Planning meetings are held January through February for academic departments, chancellor and vice chancellor units. The planning meetings involve discussion of all aspects of departmental goals and objectives. 

2. Budget hearings are scheduled to follow the planning meetings. Departmental budget requests are prepared by department heads on forms supplied by the office of finance and administration. Specific instructions for submitting the requests are also supplied by the office of finance and administration. 

3. During March, departments are asked to project their probable expenditures for the current year. 

4. Normally in April, guidelines are distributed for department heads to make salary increase recommendations for all regular faculty and staff. When salary increments are based on merit, recommended increases must correlate with personnel performance evaluations. 

5. The last step in the campus budget process involves the final decisions concerning department funding levels and approval of salary recommendations. These decisions are made by the appropriate administrators in regard to goals and objectives and projected available resources for the coming year. 
The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:

UT Fiscal Policy (Section 080)


< http://admin.tennessee.edu/acs/5080.htm>

UT Martin Campus Fiscal Procedure Statement, (Section 080) <http://www.utm.edu/finadmin/procedures/s080.html>

Annual Budget - Integrated R/3 Information System (IRIS) Financial System
6.3.3.2 Its preparation and execution must be preceded by sound educational planning. It follows that the instructional budget should be substantively developed by academic officers or deans, working cooperatively with department heads, appropriate members of the faculty and administration, and representatives of the business office.

Sound educational planning precedes preparation and execution of the budget. Each educational unit prepares a rolling five-year plan. This plan is predicated on the mission statements and priorities of the University, its colleges, and departments. Based on those stated objectives and as prescribed by written procedures, the budget process starts in the fall of each year and is completed in early summer. Normally in January and February, planning meetings are held for all academic departments to discuss plans and the progress of previous plans. The sessions are held with department chairs, deans, the vice chancellor for academic affairs, the vice chancellor for finance and administration, and the chancellor. Similar planning meetings are held for non-academic units. The meetings are attended by the department head, the area vice chancellor, the vice chancellor finance and administration, and the chancellor. 

During March of each year and upon conclusion of the planning sessions, budget hearings are held with deans and area vice chancellors. The budget hearings are consistent with the planning priorities, and budget requests are linked to specific planning statements. Budget hearings are attended by the vice chancellor for finance and administration and the chancellor. Variations of the normal procedures may occur depending on particular needs within a given year. Faculty have input into budgetary decisions and priorities through the administrative and curriculum development processes. The UT Martin self-study faculty survey conducted during FY 2001 indicates a general consensus that UT Martin places a moderate level of importance on faculty input into the budget process. In addition, faculty respondents indicate that their input should be of high to extremely high importance in the process (See Appendix A). 

A separate step involves salary recommendation decisions for all regular faculty and staff. Information concerning raise pools, salary guidelines, etc., is issued to department chairs and unit directors and they are expected to make salary recommendations in accordance with the issued guidelines. Salary increments are based on merit, and increases must correlate with personnel performance evaluations. The final step in the campus budget process involves final decisions concerning department funding levels and salary recommendations. The appropriate administrators make these decisions in consideration of the goals, objectives and projected resources for the coming year.

In addition to the on-campus budget planning, the UT president and vice president for business and finance meet with the chancellor and vice chancellor for finance and administration to discuss budget goals and priorities.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:


University Strategic Plan


Fiscal Policy (Section 080)


UT Martin Campus Fiscal Procedure Statement (Section 080)



2001 Faculty Survey


Sample Schedules and Memos

6.3.3.3 Procedures for budget planning must be evaluated regularly.
The budgeting process is coordinated for the chancellor by the vice chancellor for finance and administration, with input from the chancellor’s staff and the University of Tennessee System budget office. The vice chancellor for finance and administration develops and forwards budget guidelines and submittal forms to all departments. The instructional budget is substantively developed with input from faculty and staff at the departmental and progressively higher levels. Budget proposals are then evaluated by the staff of the office of academic affairs, the office of finance and administration and the chancellor. Budgets for other, non-academic, areas are developed and evaluated in consultation with the office of finance and administration and the chancellor. 

Upon completion of the budget reviews by the office of finance and administration and the chancellor, the budget is transmitted to the office of the vice president for budget and finance at the system level and reviewed by the president and his staff. The total University of Tennessee budget is then submitted to the Board of Trustees for final approval. Consistent with the bylaws, the board is interested in broad policy and does not normally concern itself with line-item details.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:

UT Fiscal Policy  (Section 080)

UT Martin Campus Fiscal Procedure Statement (Section 080)

UT Martin Budget Guidelines and Submittal Forms

6.3.3.4 Similarly, budgets for other areas should be developed after consultation with appropriate officers of the institution.

Following the same procedures described under 6.6.6.3 (above), budgets for other, non-academic units are developed and evaluated in consultation with the office of finance and administration and the chancellor. 

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:

UT Fiscal Policy  (Section 080)

UT Martin Campus Fiscal Procedure Statement (Section 080)

UT Martin Budget Guidelines and Submittal Forms

6.3.3.5 The budget is presented by the chief executive officer through proper channels to the governing board for final approval. In reviewing the budget, the governing board should focus on matters of broad policy and normally should not concern itself with details.

The chancellor provides regular reports to the president of the University of Tennessee and the board of trustees on the business and financial operations of the University. The preliminary budget for the University is presented in July, and the final budget is presented in October of each year. Annual financial statements are also submitted and subject to review by the University of Tennessee System and the Tennessee Higher Education Commission.

Consistent with fiscal policies and procedures as well as the bylaws of the University of Tennessee Board of Trustees, the board is interested in broad policy and does not normally concern itself with line-item details.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:

UT Fiscal Policy  (Section 080)

UT Martin Campus Fiscal Procedure Statement (Section 080)

Bylaws of the University of Tennessee Board of Trustees (Articles I and III) <http://www.lib.utk.edu/~gco/bylaws.html> 

University of Tennessee Charter Provisions 

<http://www.lib.utk.edu/~gco/charter.html>


	Must Statement
	Statement of Compliance
	Supporting

Documentation



	6.3.3.1 The budget is a statement of estimated income and expenditures for a fixed period of time, usually the fiscal year of the institution. An institution must prepare an appropriately detailed annual budget.

	Compliance
	· UT Fiscal Policy (Section 080) <http://admin.tennessee.edu/acs/5080.htm>
· UT Martin Campus Fiscal Procedure Statement (Section 080) <http://www.utm.edu/finadmin/procedures/s080.html>

· Annual Budget-Integrated R/3 Information System(IRIS) Financial System



	6.3.3.2 Its preparation and execution must be preceded by sound educational planning. 
	Compliance
	· University Strategic Plan

· Fiscal Policy (Section 080)

· UT Martin Campus Fiscal Procedure Statement (Section 080)

· 2001 Faculty Survey

· Sample Schedules and Memos

	6.3.3.1 Procedures for budget planning must be evaluated regularly.
	Compliance
	· UT Fiscal Policy (Section 080)

· UT Martin Campus Fiscal Procedure Statement (Section 080)

· UT Martin Budget Guidelines and Submittal Forms

	Should Statement
	Statement of Compliance
	Supporting

Documentation

	6.3.3.2  The instructional budget should be substantively developed by academic officers or deans, working cooperatively with department heads, appropriate members of the faculty and administration, and representatives of the business office.


	Compliance
	· UT Fiscal Policy (Section 080)
· UT Martin Campus Fiscal Procedure Statement 

	6.3.3.4 Similarly, budgets for other areas should be developed after consultation with appropriate officers of the institution.
	Compliance
	· UT Fiscal Policy
· UT Martin Campus Fiscal Procedure Statement
· UT Martin Budget Guidelines and Submittal Forms

	6.3.3.5 The budget is presented by the chief executive officer through proper channels to the governing board for final approval. In reviewing the budget, the governing board should focus on matters of broad policy and normally should not concern itself with details.


	Compliance
	· UT Fiscal Policy 
· UT Martin Campus Fiscal Procedure Statement (Section 080)
· Bylaws of the University of Tennessee Board of Trustees (Articles I and III) <http://www.lib.utk.edu/~gco/bylaws.html> 

· University of Tennessee Charter Provisions <http://www.lib.utk.edu/~gco/charter.html>


6.3.4 Budget Control

After the budget has been approved by the chief executive officer and adopted by the governing board, a system of control must be established. This ensures that the budgetary plans of the governing board and the chief executive officer will be implemented.

The financial control system at UT Martin ensures appropriate and effective implementation of approved budgetary plans. A system of budgetary control exists to ensure that the budgetary plans of the Board of Trustees and the chancellor are carried out. Strict adherence to budgetary limits is required. University fiscal policies and financial systems assure adherence to budget limits. Responsibility for control of expenditures within budgetary limits rests with the dean or administrative head of each division or unit; however, implementation may be delegated to the department head or other supervisory personnel. As outlined in the UT Martin Campus Fiscal Procedure Statement, while some flexibility may be exercised within object codes of the operating budget, overall operating and salary expenditures may not exceed the budgeted totals unless written authorization from the chancellor, vice chancellor for academic affairs, or vice chancellor for business and finance has been received. 

Normally, surpluses and deficits at the end of each fiscal year are carried forward and re-budgeted as increases or decreases in the next fiscal year. These budget reallocations occur at the major division level. 

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:


UT Fiscal Policy (Section 80, Part 03)

UT Martin Campus Fiscal Procedure Statement (Section 80, Part 03)

6.3.4.1 The business officer must render interim budget statements on a periodic basis to department heads for their guidance in staying within budgetary allocations. Budgetary control is an administrative function, not a board function. 

Budgetary control at UT Martin is an administrative function, not a board function. The amount budgeted for each account is incorporated into the accounting and records systems. All University departments have real-time access to departmental ledgers through this access to the University of Tennessee Integrated R/3 Information System (IRIS) Financial System. This enables each person responsible for a budget to adhere to budgetary limits.

Authorized personnel are able to link directly to the University of Tennessee’s IRIS Financial System for real-time account information. Each department can view and print budget, expenditure, and revenue reports. All revenues and expenditures are handled in accordance with state law and established University policy and procedures. The vice chancellor for finance and administration is responsible for enforcing the policies and procedures (UT Martin Campus Fiscal Procedure Statement - Section 080, Part 03).

The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:

UT Martin Campus Fiscal Procedure Statement (Section 80, Part 03) 

Annual Budget 

Budget Revisions for Carry Forwards from Previous Year

6.3.4.2 Necessary budget revisions must be made when actual conditions require such change and must be communicated to those affected within the institution.

Budget revisions are made when actual conditions require such change. Budgetary changes are made after receiving at least two administrative levels of approval. The budget office has authority to transfer funds between accounts with appropriate approvals as necessary.

Budgetary revisions are received and processed through the budget office. The budget office sends a copy of the changes to those affected, and the University of Tennessee IRIS Financial System updates accounts as budget revisions are entered. Therefore, with this recently developed tool, departments can view budget revisions on a real-time basis.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:

UT Fiscal Policy (Section 80)

UT Martin Campus Fiscal Procedure Statement (Section 80)
	Must Statement
	Statement of Compliance
	Supporting

Documentation



	6.3.4 After the budget has been approved by the chief executive officer and adopted by the governing board, a system of control must be established. This ensures that the budgetary plans of the governing board and the chief executive officer will be implemented. 
	Compliance
	· UT Fiscal Policy (Section 80, Part 30)

· UT Martin Fiscal Procedure Statement (Section 080, Part 03)


	6.3.4.1The business officer must render interim budget statements on a periodic basis to department heads for their guidance in staying within budgetary allocations. Budgetary control in an administrative function, not a board function.


	Compliance
	· UT Fiscal Policy (Section 80, Part 03)

· Annual Budget

· Budget Revisions for Carry  
    Forwards from Previous Year

	6.3.4.2 Necessary budget revisions must be made when actual conditions require such change and must be communicated to those affected within the institution.


	Compliance
	· UT Fiscal Policy (Section 80, Part 03)

· UT Martin Campus Fiscal Procedure Statement (Section 80, Part 03)




6.3.5 The Relation of an Institution to External Budgetary Control
6.3.5.1 No outside or superimposed agency should exercise specific and detailed control over the financial affairs of an institution. Once funds have been appropriated, creating a budget, establishing priorities, and controlling expenditures become the responsibility of the institution ––operating under the jurisdiction of the governing board and subject to its policies. Enforcement of budgetary law is imperative; however, the educational function of an institution must not be controlled through the use of budgetary techniques or controls by financial officials outside the institution. 
UT Martin maintains all funds in accordance with policies and procedures as established for the University of Tennessee by the system administration and Board of Trustees.

No outside or superimposed entities, such as alumni associations, advisory boards, or booster clubs, have specific or detailed control over the financial matters of the University. The University’s budget is funded in large part by state appropriations, and the University must operate within guidelines established by the state. However, budget construction, establishment of priorities, and the control of expenditures are the responsibility of the University. The educational function of the University is not controlled through the use of budgeting techniques or controls by financial officials outside the institution.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:

UT Fiscal Policy (Section 080)

UT Martin Campus Fiscal Procedure Statement (Section 080) 

Documentation of Compliance for Criteria 6.3.5

The Relation of an Institution to External Budgetary Control

	Must Statement
	Statement of Compliance
	Supporting Documentation

	6.3.5.1 Enforcement of budgetary law is imperative; however, the educational function of an institution must not be controlled through the use of budgetary techniques or controls by financial officials outside the institution. 
	Compliance
	· UT Fiscal Policy (Section 080)

· UT Martin Campus Fiscal Procedure Statement (Section 080) 




	Should Statement
	Statement of Compliance
	Supporting Documentation

	6.3.5 No outside or superimposed agency should exercise specific and detailed control over the financial affairs of an institution. 
	Compliance
	· UT Fiscal Policy (Section 080)

· UT Martin Campus Fiscal Procedure Statement (Section 080)




6.3.6 Accounting, Reporting, and Auditing Accounting Systems and Financial   

Reports
6.3.6.1 a) An institution must adopt an accounting system that follows generally accepted principles of institutional accounting as they appear in College and University Business Administration, published by the National Association of College and University Business Officers. Proprietary institutions and certain public institutions mandated by law to follow a different system are exceptions to the requirement. 


UT Martin is one of the main campuses of the University of Tennessee System which has a centralized controller’s office that is responsible for the institution’s accounting system. The accounting system complies with generally accepted accounting principles as prescribed by the Governmental Accounting Standards Board, the American Institute of Certified Public Accountants in Audits of Colleges and Universities, and the National Association of College and University Business Officers in College and University Business Administration. 



The Committee has determined that UT Martin is in compliance.



Documentation/Support Materials:
Annual Audit Report of the Division of State Audit

Controller’s Office 2000-01 Year End Report
UT Fiscal Policy

6.3.6.1 b) Institutions exempted from use of the required accounting systems must arrange to provide comparable information.

UT Martin is not an exempted institution; therefore, this does not apply.

6.3.6.1 c) All proprietary institutions must provide revenue/expenditure reports consistent with NACUBO/AICPA publications, either independently certified in the audit report of included as supplemental data in the audit report. Balance sheets may continue to follow the conventional for–profit format, if desired.

UT Martin is a public institution; therefore, this does not apply. 



6.3.6.2  The chief business officer is responsible for preparing financial reports for appropriate institutional officials, board officers and outside agencies.

The vice chancellor for finance and administration prepares financial reports for appropriate institutional officials, board officers, and outside agencies. 



The Committee has determined that UT Martin is in compliance.



Documentation/Support Materials:
Monthly Report-Sample



UT Fiscal Policy
6.3.6.3  Periodic written reports to the chief executive officer of the institution are essential. 

Monthly financial reports are provided to the chancellor. In addition, the chancellor has real-time access to reports through the University’s IRIS Financial System.



The Committee has determined that UT Martin is in compliance.



Documentation/Support Materials:
Monthly Report Sample




UT Fiscal Policy

6.3.6.4.   An annual fiscal year audit must be made by independent certified public accountants, or an appropriate government auditing agency, employing as a guide for institutions under the jurisdiction of the Financial Accounting Standards Board (FASB), Audits of Not-For-Profit Organizations, published by the American Institute of Certified Public Accountants (AICPA), or, for institutions under the jurisdiction of the Government Accounting Standards Board (GASB), Audits of Colleges and Universities, also published by the American Institute of Certified Public Accountants (AICPA), or, in the case of for-profit institutions, conducted in accordance with generally accepted accounting principles. 


The financial statements of UT Martin are audited as an integral element of the system-wide financial statements of the University of Tennessee. UT Martin is included in the consolidated balance sheet of the University of Tennessee. An appropriate government official, the director for the division of state audit for the State of Tennessee, conducts an annual fiscal year audit of the University of Tennessee System and produces a certified report. Actual fieldwork is conducted at the University of Tennessee at Martin campus every other year. The audit is conducted in accordance with accepted governmental auditing standards. The director for the division of state audit reports to the comptroller of the treasury for the State of Tennessee and is responsible to the state. 


The Committee has determined that UT Martin is in compliance.


Documentation/Support Material:



Annual Audit Report of the Division of State Audit

6.3.6.5 If an institution is subject to Statement of Financial Accounting Standard (SFAS) No. 117 and elects to use the single column “Corporate” Statement of Financial Position in its report, it must provide an additional Statement of Financial Position using one of the four highest levels of disaggregation illustrated in F.A.R.M. These levels are the Financial Accounting Standards Board (FASB) Net Asset Class Disaggregation, Operating/Capital Disaggregation, Managed Asset Group Disaggregation, and AICPA Audit Guide Funds Group Disaggregation. The additional statement must be included either in the audit report as an audited supplemental schedule or independently certified if not included in the audit report.

This does not apply to the University of Tennessee at Martin.

6.3.6.6 A for–profit institution and its corporate parent, if any, must add to their audit report a separate schedule indicating the disposition of profits, including detailed information on corporate income taxes paid, both state and federal, and on dividends distributed to stockholders.

This does not apply to the University of Tennessee at Martin.

6.3.6.7 A public institution included in a statewide or system wide audited financial report, for which a separate institutional audit report is not available for the fiscal year ending immediately prior to the committee visit, must have available, in lieu of audited financial statements, a Standard Review Report in accordance with AICPA Professional Standards AR 100.35 to include current funds expenditure classifications and amounts in accordance with generally accepted principles of institutional accounting, and the institution’s current fund balance sheet. 



An appropriate government official, the director for the division of state audit for the State of Tennessee, conducts an annual fiscal year audit of the University of Tennessee System and produces a certified report. Actual fieldwork is conducted at the University of Tennessee at Martin campus every other year. The audit is conducted in accordance with accepted governmental auditing standards. The director for the division of state audit reports to the comptroller of the treasury for the State of Tennessee and is responsible to the state. 


The Committee has determined that UT Martin is in compliance.


Documentation/Support Material:



Annual Audit Report of the Division of State Audit

6.3.6.8 Institutions in this category must provide either a separate or a consolidated balance sheet. 



A consolidated balance sheet is provided as part of the Year-End Report. 


The Committee has determined that UT Martin is in compliance.


Documentation/Support Material:



Annual Audit Report of the Division of State Audit




Controller’s Office 2000-01 Year-End Report

6.3.6.9 The auditors must not be directly connected with the institution either personally or professionally.


The Director of the Division of State Audit is neither personally nor professionally connected with the University. 


The Committee has determined that UT Martin is in compliance.


Documentation/Support Material:



Annual Audit Report of the Division of State Audit


State Auditor Web site <http://www.comptroller.state.tn.us/cpdivsa.htm>

6.3.6.10 An effective program of internal auditing and financial control must be maintained to complement the accounting system and the annual external audit.



The University of Tennessee employs a full-time auditor to direct the internal audit function on the Martin campus. The director of internal audit reports to an executive director for the University-wide internal audit office with supporting responsibilities to the vice chancellor for finance and administration. The University-wide internal audit office reports to the president with supporting responsibilities to the executive vice president for business and finance and the board of trustees. As part of this process, each unit must complete an annual self-assessment of controls. In addition, financial controls are established and maintained under the auspices of the UT Fiscal Policy and UT Martin Campus Fiscal Procedures Statement. 


The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:
UT Fiscal Policy 

UT Martin Campus Fiscal Procedure Statement 

Annual Audit Report of the Division of State Audit 

Self-Assessment of Controls Questionnaire 


<http://admin.tennessee.edu/acs/sac.htm>

Internal Audit Reports

Internal Audit Charter


<http://admin.tennessee.edu/acs/audit/charter.htm>

6.3.6.11 However, in those cases in which a public institution’s financial report is included as part of a comprehensive certified state or system financial report and a separate annual audited report is not available, the institution must have an established procedure to ensure the effectiveness of internal controls.



As set forth in the Internal Audit Charter, internal auditing at the University of Tennessee is an independent appraisal activity established to examine and evaluate the activities of the University as a service to management. 


Internal audit assists management in effectively carrying out their duties and responsibilities by examining financial and operational internal control systems, including administrative information systems, to evaluate the extent that:

· Financial, property, and information assets are safeguarded;
· Information is accurate and reliable;
· University policies and external laws and regulations are followed;
· Resources are employed efficiently and economically; and
· Operations and programs are being carried out as planned, and their
results are consistent with University objectives.


Internal auditors are authorized full and complete access to all University records (either manual or electronic), physical properties, and personnel relevant to a review. The corresponding responsibility of internal auditors is to handle documents and information obtained during a review in the same prudent manner as by those employees normally responsible for them. 



In fulfilling their responsibilities, internal audit departments at each campus or unit: 

· Develop and implement audit plans and programs that respond to both risk and cost-effectiveness criteria;

· Suggest policies and procedures where appropriate; 

· Provide audit reports that identify internal control issues (among others) and make cost-effective recommendations to strengthen controls;

· Facilitate the resolution of audit issues with administrators who have the most direct involvement and accountability; and

· Maintain auditing standards, consistent with those established by the Institute of Internal Auditors, Inc., to ensure the effectiveness and quality of the internal audit effort. 



In their staff functions, internal auditors have no direct responsibility or authority over any of the operating activities examined, and their review shall not relieve others of their responsibilities. Furthermore, the independence of the internal auditors should not be compromised by their implementing procedures, preparing records, or engaging in activities that internal auditors would normally review.


The Committee has determined that UT Martin is in compliance.


Documentation/Support Materials:
UT Fiscal Policy 

UT Martin Campus Fiscal Procedure Statement

Annual Audit Report of the Division of State Audit 

Self-Assessment of Controls Questionnaire 


<http://admin.tennessee.edu/acs/sac.htm>

Internal Audit Reports

Internal Audit Charter

Controller’s Office 2000-01 Annual Year-End Report

Documentation of Compliance for Criteria 6.3.6 Accounting, Reporting, and Auditing Accounting Systems and Financial  Reports
	Must Statement
	Statement of Compliance
	Supporting Documentation

	6.3.6.1 a) An institution must adopt an accounting system that follows generally accepted principles of institutional accounting as they appear in College and University Business Administration, published by the National Association of College and University Business Officers. 
	Compliance
	· Annual Audit Report of The Division of State Audit

· Controllers Office 2000-01 Year-End Report 

· UT Fiscal Policy

	6.3.6.1 b) Institutions exempted from use of the required accounting system must arrange to provide comparable information.
	Not Applicable
	

	6.3.6.1 c) All proprietary institutions must provide revenue/expenditure reports consistent with NACUBO/AICPA publications, either independently certified in the audit report or included as supplemental data in the audit report or included as supplemental data in the audit report. Balance sheet may continue to follow the conventional for–profit format, if desired.
	Not Applicable
	

	6.3.6.2 The chief business officer is responsible for preparing financial reports for appropriate institutional officials, board officers and outside agencies.
	Compliance
	· UT Fiscal Policy

· Monthly Report (Sample)

	6.3.6.3 Periodic written reports to the chief executive officer of the institution are essential.
	Compliance
	· UT Fiscal Policy

· Monthly Report (Sample)

	6.3.6.4 An annual fiscal year audit must be made by independent certified public accountants, or an appropriate government auditing agency, employing as a guide for institutions under the jurisdiction of the Financial Accounting Standards Board (FASB), Audits of Not-For-Profit Organizations, published by the American Institute of Certified Public Accountants (AICPA), or , for institutions under the jurisdiction of the Government Accounting Standards Board (GASB), Audits of Colleges and Universities, also published by the American Institute of Certified Public Accountants ( AICPA), or, in the case of for-profit institutions, conducted in accordance with generally accepted accounting principles.
	Compliance


	· Annual Audit Report of The Division of State Audit



	6.3.6.5 If an institution is subject to Statement of Financial Accounting Standard (SFAS) No. 117 and elects to use the single column “Corporate” Statement of Financial Position in its report. It must provide an additional Statement of Financial Position using one of the four highest levels of disaggregation illustrated in F.A.R.M. These levels are the Financial Accounting Standards Board (FASB) Net Asset Class Disaggregation. Operating/Capital Disaggregation. Managed Asset Group Disaggregation and AICPA Audit Guide Funds Group Disaggregation. The additional statement must be included either in the audit report as an audited supplemental schedule or independently certified if not included in the audit report.
	Not Applicable
	

	6.3.6.6 A for–profit institution and its corporate parent, if any, must add to their audit report a separate schedule indicating the disposition of profits, including detailed information on corporate income taxes paid, both state and federal, and on dividends distributed to stockholders.
	Not Applicable
	


Documentation of Compliance for Criteria 6.3.6 Continued

	6.3.6.7 A public institution included in a statewide or system wide audited financial report, for which a separate institutional audit report is not available for the fiscal year ending immediately prior to the committee visit, must have available, in lieu of audited financial statements, a Standard Review Report in accordance with AICPA Professional Standards AR 100.35 to include current funds expenditure classifications and amounts in accordance with generally accepted principles of institutional accounting, and the institution’s current fund balance sheet. 
	Compliance
	· Annual Audit Report of The Division of State Audit



	6.3.6.8 Institutions in this [above] category must provide either a separate or a consolidated balance sheet.
	Compliance
	· Annual Audit Report of The Division of State Audit

· Controller’s Office 2000-01 Year-End Report

	6.3.6.9 The auditors must not be directly connected with the institution either personally or professionally.
	Compliance
	· Annual Audit Report of The Division of State Audit

· State Auditor Web site <http://www.comptroller.state.tn.us/cpdivsa.htm>


	6.3.6.10 An effective program of internal auditing and financial control must be maintained to complement the accounting system and the annual external audit.
	Compliance
	·  UT Fiscal Policy 

· UT Martin Campus Fiscal Procedure Statement 

· Annual Audit Report of the Division of State Audit 

· Self-Assessment of Controls Questionnaire <http://admin.tennessee.edu/acs/sac.htm>

· Internal Audit Reports

· Internal Audit Charter <http://admin.tennessee.edu/acs/audit/charter.htm>


	6.3.6.11 However, in those cases in which a public institution’s financial report is included as part of a comprehensive certified state or system financial report and a separate annual audited report is not available, the institution must have an established procedure to ensure the effectiveness of internal controls.


	Compliance
	· UT Fiscal Policy 

· UT Martin Campus Fiscal Procedure Statement 

· Annual Audit Report of The Division of State Audit 

· Self-Assessment of Controls Questionnaire <http://admin.tennessee.edu/acs/sac.htm>

· Internal Audit Reports

· Internal Audit Charter <http://admin.tennessee.edu/acs/audit/charter.htm>
· Controller’s Office 2000-01 Annual Year-End Report


6.3.7 Purchasing and Inventory Control
An institution must maintain proper control over purchasing and inventory management. The administration and governing board should protect responsible purchasing officials from the improper pressures of external political or business interests. A logical adjunct of the purchasing function is a system of well–organized storerooms such as those for physical plant, library and office and laboratory supplies, as well as an inventory system appropriate to safeguard the institution from loss of equipment.

All University purchasing is directed through one central department and is supervised by the assistant vice chancellor for finance and administration and director of business affairs. Purchasing policies are mandated by Tennessee state law and University fiscal policy (UT Fiscal Policy - Section 050). These laws and policies mandate that bids be taken on all purchases above $2,000 and up to $10,000. Any purchases over $10,000 require sealed bids. Bids are awarded on the basis of monetary cost and overall benefit to the University. State laws and University policies prohibit those officials responsible for purchasing from receiving any gifts or having any interest in outside agencies which deal with the University.

The University has an inventory system that controls all equipment with a value over $5,000, plus sensitive equipment. This system assigns a numbered property tag to each piece of equipment. Computer center staff will tag all computer equipment. The purchasing office supplies pre-numbered tags in lots to the computer center. Purchasing provides tags to departments for all other inventoried equipment. A list of the numbered property tags is maintained in a computer program by staff at the University of Tennessee System office in Knoxville. This system is under the direct supervision of the assistant vice chancellor for finance and administration and director of business affairs and is mandated by University policy (UT Fiscal Policy – Section 170).

The assistant vice chancellor for finance and administration and director of business affairs is responsible for the University’s telephone services and auxiliary telephones. Printing and duplicating services are under the direction of the director of university relations and the copier repair service is under the direction of the assistant director of computer services. The physical plant maintains a storeroom for maintenance supply items. The physical plant director reports to the vice chancellor for finance and administration and works closely with the purchasing department in the purchase of those items.

Capitalization of Equipment

Equipment $5,000 and Over

The University of Tennessee at Martin capitalizes all purchased and donated items over $5,000.00 that have a useful life beyond one year, including federally-funded equipment and items on the sensitive equipment list. Numbered equipment tags are released by purchasing, except for the computer equipment. The responsible department then places the equipment tag with an inventory control number on all capitalized equipment. The staff of the University department holding the equipment certifies its own physical inventory counts every fiscal year. State auditors also test inventory counts annually. For further assurance, each department reconciles equipment totals with monthly and annual inventory tag lists that are completed by the system office in Knoxville. The University of Tennessee at Martin divides the functions of procurement and warehousing. Procurement is under the direction of the purchasing office and warehousing is under the direction of the physical plant director. The University separates stores receiving for plant operations and the bookstore to provide department managers with better control and accountability for their operations. The systems provide controls and tracking mechanisms for supplies through accounts payable.

Equipment under $5,000
The State of Tennessee requires the University to control items costing $1,000 - $4,999.99 which may be consumed, have a useful life of less than three years, and are particularly vulnerable to theft (UT Fiscal Policy - Section 170, Part 02)  This category of equipment is classified as “Sensitive Minor Equipment.”

All sensitive minor equipment items with tag numbers in the various departments or units throughout the campus are included in an annual inventory. Departments are required to check all items by the tag number and description of the equipment. A report is then signed by the department or unit representative and forwarded to Purchasing.

Surplus Equipment

Periodically, the University auctions surplus equipment. Responsible units submit the UT Tag (identification) numbers and descriptions of surplus equipment. A listing of all surplus equipment is created with tag numbers and descriptions. The list is then approved by the department representative and forwarded to purchasing. The surplus equipment is then accumulated in a secured warehouse and sold at auction to the highest bidder. The assistant vice chancellor for finance and administration and director of business affairs must approve the sale of surplus equipment.

Analysis and Conclusions

The State of Tennessee establishes and regulates purchasing guidelines which the University of Tennessee at Martin follows. UT Martin also adheres to the University of Tennessee System Policies and the University of Tennessee at Martin procedures that define methods to control purchasing and inventory management. The State of Tennessee is generally self-insured with regard to property and provides liability and fidelity bonding for University purchasing officials.

 The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:

Statutes of the State of Tennessee 


UT Fiscal Policy (Section 015, 050, and 170) 




UT Martin Campus Fiscal Procedure Statement (Section 015, 050, and 




      170)

	Must Statement
	Statement of Compliance
	Supporting

Documentation

	6.3.7 An institution must maintain proper control over purchasing and inventory management.
	Compliance
	· Statutes of the State of Tennessee
· UT Fiscal Policy (Sections 050 and 170)

· UT Martin Campus Fiscal Procedure Statement (Sections 050 and 170)


Documentation of Compliance for Criteria 6.3.7 Purchasing and Inventory Control
	
	
	

	Should Statement
	Statement of Compliance
	Supporting

Documentation

	6.3.7 The administration and governing board should protect responsible purchasing officials from improper pressures of external political or business interests.
	Compliance
	· UT Fiscal Policy (Generally and Sections 015 and 050)

· UT Martin Campus Fiscal Procedure Statement (Sections 015 and 050)



	
	
	

	
	
	


6.3.8 Refund Policy

6.3.8.1 The institution must adhere to a published policy and procedure for refunding fees and charges to students who withdraw from enrollment.

The institution adheres to a published policy and procedures for the refunding of fees and charges to students who withdraw from enrollment. These procedures are detailed as follows:

Refund-Dropping Hours (Continue with a reduced class load)

When a student decreases the number of hours during a term, a refund may be calculated based upon the official drop day as presented to business affairs from the office of academic records.

Registration Day
100%

(calendar days following registration day)                                        

Day 1-7
100%

Day 8-14
80%

Day 15-21
60%

Day 22–28
40%

Day 29-end of term
0%


Refunds are based on the fees, not the amount paid. If the student is receiving


financial aid, refunds will be returned to the financial aid accounts, including 

lenders of student loans, before any money is returned to the student. Credit balances from all sources of the university, with the possible exception of Title IV funds, will be applied to outstanding charges before a refund is issued.

Refunds-Withdrawing (Drop all classes)


Withdrawals from school for any reason during any term must be made by official notification to the division of student affairs. Failure to attend classes does not cancel enrollment. The date of the withdrawal is one factor used to determine the amount of fees to be refunded. Other factors include whether a student is a first-time student on this campus, whether a student is receiving Title IV financial aid, and whether unpaid charges (total institutional costs minus the sum of total aid paid to institutional costs and cash paid by the student) remain on the student’s account. The institutional refund policy will be used for students who do not receive Title IV financial aid. The following percentages will be used 

to refund institutional charges (fees, tuition and room):

Registration Day
100%

(calendar days following registration day)                                        

Day 1-7
100%

Day 8-14
80%

Day 15-21
60%

Day 22-28
40%

Day 29-end of term
0%


Refunds are based on the fees, not the amount paid. If the student is receiving financial aid, refunds will be returned to the financial aid accounts, including lenders of student loads, before any money is returned to the student. Credit balances from all sources of the university, with the possible exception of Title IV funds, will be applied to outstanding charges before a refund is issued.


Summer school term is shorter than fall and spring and the summer term is divided into sessions. Therefore, refunding 

percentages will be as follows for summer term.

                       1st Term               2nd Term                  Full Term 

100%   Day       1-4                        1-4                            1-7


80%     Day       5-7                        5-7                             8-14

60%     Day       8-11                      8-11                          15-21

40%     Day      12-14                    12-14                         22-28

0%       Day      14-end of term      14-end of term     29-end of term


No refunds will be made until two weeks after the close of registration during the regular school year and two weeks after 

the close of second session summer semester registration.


The federal refund calculation policy will be used for students who have attended classes at UT Martin and are receiving Title IV financial aid. Under this refund policy, withdrawals on the first day of classes will permit a 100% refund of institutional charges (fees, tuition, room & board, with no allowance for deposit or consumption on room & board). Withdrawals after the first day of classes will be calculated based on the number of days the student completes in the enrollment period.


All students must settle accounts with the office of business affairs and complete the registration for courses before attending classes. A validated fee receipt is required to complete the registration procedure. This applies to anyone whose fees may be billed, prepaid or waived. All charges are subject to subsequent audit. Errors will be corrected by refund or additional charge. Personal checks (see “Bad Check Charges”), Master Card, Visa and Discover credit cards are accepted only for the amount owed. (Discover cards are only accepted on campus by the Office of Business Affairs.) Banks now require that their own printed checks with identifying account numbers be used.


The University is authorized by statute to withhold diplomas, grades, transcripts and registration privileges from any student until debts and obligations owed to the university are satisfied. This does not include student loans being repaid in accordance with the repayment agreements.


Any question regarding a student’s financial account due the university should be directed to the bursar in the office of business affairs. In the event a student does not feel that the amount in question is correct, he/she may appeal the matter to university officials in the following order: (1) director of business affairs, (2) vice chancellor for finance and administration, and (3) chancellor. As circumstances warrant, other officials may be contacted for assistance and information.




The Committee has determined that UT Martin is in compliance.



Documentation/Support Material:

University Catalog,2001-02 
6.3.8.2 The policy and procedure must be in keeping with generally accepted refund practices in the higher education community, applicable to all students, and clearly stated in appropriate official publications.



The policies and procedures, applicable to all students, are clearly stated in the 2001-02 University Catalog, (pp. 41-42) and in accordance with generally accepted refund practices in the higher education community.



The Committee has determined that UT Martin is in compliance.



Documentation/Support Material:


University Catalog,2001-02 

Documentation of Compliance for Criteria 6.3.8 Refund Policy

	Must Statement
	Statement of Compliance
	Supporting Documentation

	6.3.8.1 The institution must adhere to a published policy and procedure for refunding fees and charges to students who withdraw from enrollment.
	Compliance
	· University Catalog, 2001-02

	6.3.8.2 The policy and procedure must be in keeping with generally accepted refund practices in the higher education community, applicable to all students, and clearly stated in appropriate official publications. 
	Compliance
	· University Catalog, 2001-02




6.3.9 Cashiering

6.3.9.1 There must be a suitable organization and adequate procedures for the management of all funds belonging to the institution.



The management of all funds belonging to the institution is suitably organized, and current policies for the management of all funds belonging to UT Martin are contained in UT Fiscal Policy, Section 020, effective April 30, 2001, and Section 100, effective April 15,1999. Copies of Section 020 and 100 are available online at: <http://admin.tennessee.edu/acs/5toc.htm>.

There is a carefully developed system for the receipt, deposit, and safeguarding of institutional funds. Most campus receipts are deposited in the business affairs office in the administration building. Other departments that collect “self-generating” funds include the UT Martin library, continuing education, public safety, campus recreation, and international programs. These funds are deposited at the business affairs office on a timely basis. Campus security personnel daily transport the bank deposits for the business affairs office and the University center to local banks. The University Center deposit includes money from the campus bookstore and from game room receipts.



Registration is conducted outside the business affairs office. Throughout registration cashiers remain behind glass cashier windows in the business affairs office. The number of registration days varies depending on the term. A campus security officer is stationed behind the cashiers on official registration day each term. Cashier change funds are kept to a minimum since only a small percentage of registration “present payments” are made in cash. 



The State of Tennessee maintains a public employees blanket bond under which all University employees are adequately bonded. An employee is automatically subject to this coverage when employed. 

The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:
Finance and Administration Organizational Chart 


UT Fiscal Policy (Sections 020, 030, 035, and 100)


UT Martin Campus Fiscal Procedure Statement (Sections 020, 030, 035, and 100)

6.3.9.2 The cashiering function should be centralized in the business office, and there must be a carefully developed system for the receipt, deposit and safeguarding of institutional funds. 

Cashiering is centralized, and an accounting report for all deposits is prepared daily in the business affairs office and mailed to University of Tennessee System Administration. Accounts receivable and receipting are via SCT’s Banner Software system.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:
UT Fiscal Policy (Sections 020, 030, 035, and 100) 

UT Martin Campus Fiscal Procedure Statement


Business Affairs Organizational Chart

6.3.9.3 All persons handling institutional funds must be adequately bonded.

UT Fiscal Policy Section 100, Part 02 (F) requires that the State of Tennessee maintain a public employees blanket bond under which all University employees are covered. This coverage indemnifies the University for losses sustained through employee dishonesty whether acting alone or in collusion with others. The public employees blanket bond coverage, immediately in force upon employment, has a maximum limit of $100,000 and is subject to a deductible of $5,000 for each occurrence. The bond also covers employees who handle third-party funds as part of their University duties. In addition, approval to handle such funds must be obtained from the campus/unit chief business officer (UT Fiscal Policy - Section 020, Part 06).

The risk management division of the University of Tennessee System Treasurer's Office is responsible for making claims against the public employees blanket bond. Risk management will file a claim after receiving a report from University system administration audit and consulting services that identifies an employee responsible for a loss in excess of the deductible. Proceeds from claims against the bond are returned to the campus or unit. Volunteers are not included in the public employees blanket bond. State policy also directs that, when reasonably possible, departments should avoid using volunteers to handle cash or other liquid assets that exceed the bond's deductible.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:
The State of Tennessee Public Employees Bond

UT Fiscal Policy (Section 100)

UT Martin Campus Fiscal Procedure Statement (Section 100, Part 2(F))

Documentation of Compliance for Criteria 6.3.9 Cashiering

	Must Statement
	Statement of Compliance
	Supporting Documentation

	6.3.9.1 There must be a suitable organization and adequate procedures for the management of all funds belonging to the institution. 
	Compliance
	· Finance and Administration Organizational Chart

· UT Fiscal Policy (Sections 020, 030, 035 and 100)

· UT Martin Campus Fiscal Procedure Statement (Sections 020, 030, 035 and 100)



	6.3.9.2 The cashiering function should be centralized in the business office, and there must be a carefully developed system for the receipt, deposit, and safeguarding of institutional funds.
	Compliance
	· UT Fiscal Policy (Sections 020, 030, 035 and 100)

· UT Martin Campus Fiscal Procedure Statement UT Fiscal Policy (Sections 020, 030, 035 and 100)

· Business Affairs Organizational Chart



	6.3.9.3 All persons handling institutional funds must be adequately bonded.
	Compliance
	· The State of Tennessee

        Public Employees 

        Bond

· UT Fiscal Policy (Section 100)

· UT Martin Campus Fiscal Procedure Statement (Section 100, Part 2(F))


	Should Statement
	Statement of Compliance
	Supporting Documentation

	6.3.9.2 The cashiering function should be centralized in the business office.
	Compliance
	· Business Affairs Organizational Chart
· UT Fiscal Policy

· UT Martin Fiscal Procedure Statement


6.3.10 Investment Management

6.3.10.1 The institution must have a written statement of its investment policies and guidelines approved by the board. The policies and guidelines should set forth the investment goals of the institution, conditions governing the granting or withholding of investment discretion, a description of authorized and prohibited transactions, and the criteria to be used for performance measurement of both short– and long–term investments.

Article III Section 4 of the University of Tennessee Bylaws stipulates that the finance and administration committee of the board of trustees formulate policies and recommend their adoption to the full board of trustees in all matters relating to finance and business, including the investment of University funds. The finance and administration committee, acting with board approval, has delegated functional administration of the investment portfolio to the University investment advisory committee and the treasurer. The investment advisory committee is comprised of the chair of the finance and administration committee, other board of trustee members (not to exceed three total) as designated by the president of the University, the president of the University (or a designee), the executive vice president, the vice president for business and finance, and the treasurer. The authority to conduct necessary day-to-day investment activities is delegated to the treasurer. The treasurer oversees investment managers, security settlements, and security safekeeping. 

The University of Tennessee maintains a written statement of investment policies and guidelines. The University of Tennessee Investment Policies and Procedures provides for a prudent and efficient investment program. The guidelines set forth in the investment policies and procedures document provide guidance for the management of all funds and investment activities of the University of Tennessee subject to long-term investment. In addition, a separate treasury operating policies and procedures document is also maintained by the officer of the treasurer for short-term investment of operating funds. The board of trustees approves each of these investment policies as well as specific investment goals, investment discretion, and eligible securities investments and related restrictions. Furthermore, the investment advisory committee is charged with establishing an appropriate asset mix, selecting investment managers, and monitoring investment performance commensurate with specific investment objectives and established benchmarks. 

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:


University of Tennessee Bylaws (Article III, Section 4)


Investment Policies and Procedures


Treasury Operating Policies and Procedures

6.3.10.2 Members of the governing board should be aware of their fiduciary responsibility for the institution and their responsibility for securing maximum investment returns consistent with the approved investment policy. They should avoid involvement in conflict of interest situations.


Members of the University of Tennessee Board of Trustees are aware of their fiduciary duty and their responsibility for securing maximum investment returns consistent within the limits of capital preservation and risk tolerance guidelines specified within approved investment policies. The University of Tennessee Charter Provisions, in accordance with Tennessee Code Ann. § 49-9-207, stipulate that:

No Trustee shall be financially interested in any contract or transaction affecting the interest of the University, nor procure or be a party in any way to procuring the appointment of any relative to any position of trust or profit connected with the University. Violation of this provision shall subject the Trustee so offending to removal by the Governor or by the Board.

In addition, consistent with the guidelines specified under UT Fiscal Policy Statement Section 130, the Board avoids involvement in conflict of interest situations.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:


UT Fiscal Policy (Sections 015 and 130)


University of Tennessee Charter Provisions


Tennessee Code Ann.§ 49-9-207

6.3.10.3 Investment policies and guidelines must be evaluated regularly.


The University Investment Advisory Committee and the Treasurer evaluate investment policies and guidelines on a regular basis. For example, the University of Tennessee Investment Policies and Procedures document has been revised five times since the previous accreditation cycle. The Finance and Administration Committee and the Board of Trustees approve changes to these policies.
The Committee has determined that UT Martin is in compliance.

Documentation/Support Materials:
Investment Policies and Procedures

Documentation of Compliance for Criteria 6.3.10 Investment Management
	Must Statement
	Statement of Compliance
	Supporting Documentation

	6.3.10.1 The institution must have a written statement of its investment policies and guidelines approved by the board. The policies and guidelines should set forth the investment goals of the institution, conditions governing the granting or withholding of investment discretion, a description of authorized and prohibited transactions, and the criteria to be used for performance measurement of both short– and long–term investments.

	Compliance
	· University of Tennessee Bylaws (Article III Section 4)
· Investment Policies and Procedures
· Treasury Operating Policies and Procedures


	6.3.10.3 Investment policies and guidelines must be evaluated regularly.


	Compliance
	· Investment Policies and Procedures


	Should Statement
	Statement of Compliance
	Supporting Documentation

	6.3.10.2 Members of the governing board should be aware of their fiduciary responsibility for the institution and their responsibility for securing maximum investment returns consistent with the approved investment policy. They should avoid involvement in conflict of interest situations.


	Compliance
	· UT Fiscal Policy (Sections 015 and 130)
· University of Tennessee Charter Provisions
· Tennessee Code Ann. § 49-9-207



6.3.11 Risk Management and Insurance

6.3.11.1 The institution should  have a comprehensive risk management program which includes risk evaluation, risk avoidance and insurance.



The University of Tennessee System operates an office of risk management, which works directly with designated campus (UT Martin) staff in the maintenance and operations of the University program for risk management. The responsibility of the risk management function includes all matters relating to risk financing and risk control. 



Risk financing needs for workers’ compensation, automobile liability, professional liability, and general liability insurance are pooled with other agencies of the State of Tennessee under the Tennessee Claims Commission Act 9-8-301-307. Each year the relative risks for these exposures are reviewed by the department of risk management and submitted to the risk management department of the State of Tennessee and subsequently forwarded to a consulting actuary for a determination of appropriate funding levels.


The Committee has determined that UT Martin is in compliance.



Documentation/Support Material:




UT Fiscal Policy (Section 090)




UT Martin Campus Fiscal Procedures (Section 090)




Tennessee Claims Commission Act 9-8-301-307
6.3.11.2 Adequate replacement protection for all physical facilities should be covered by appropriate levels of insurance or appropriate provisions for obtaining funds.



The department of risk management updates, makes revisions, and reviews exposures of real and personal property twice annually. The University participates in a self-insurance fund with other state agencies up to the first $5,000,000 annual aggregate. Commercial property insurance is purchased in excess of the $5,000,000 annual aggregate. Property insurance is written on an all risk basis, including earthquake and flood. Other insurance, either property or liability, is purchased as needs are determined. 



The University of Tennessee and all of its campuses have a proactive risk and loss control program in which exposures to risk of both people and properties are under constant review. Prompt action in the abatement of hazards is taken upon the discovery of any actual risk to people or property. 



Annual pre-audits and audits are conducted in order to determine compliance with state, federal, and University policies, rules and laws relating to the health and safety of employees and environmental laws and regulations. 



The University of Tennessee is an active member of the University Risk and Insurance Society (URMIA), Risk and Insurance Managers Society (RIMS), state and national organizations, National Fire Protection Association (NFPA), and the American Society of Health-Care Risk Managers (ASHRM).


The Committee has determined that UT Martin is in compliance.



Documentation/Support Material:

UT Fiscal Policy (Section 090)

UT Martin Campus Fiscal Procedure Statement (Section 090)
Tennessee Claims Commission Act 9-8-301-307

Documentation of Compliance for Criteria 6.3.11 Risk Management and Insurance

	Should Statement
	Statement of Compliance
	Supporting Documentation

	6.3.11.1 The institution should have a comprehensive risk management program, which includes risk evaluation, risk avoidance, and insurance.
	Compliance
	· UT Fiscal Policy (Section 090)

· UT Martin Campus Fiscal     Procedures (Section 090)
· Tennessee Claims Commission Act 9-8-301-307

	6.3.11.2 Adequate replacement protection for all physical facilities should be covered by appropriate levels of insurance or appropriate provisions for obtaining funds.
	Compliance
	· UT Fiscal Policy (Section 090)

· UT Martin Campus Fiscal     Procedures Statement (Section 090)
· Tennessee Claims Commission Act 9-8-301-307


6.3.12 Auxiliary Enterprises

The institution may operate, or have contracted for operation, activities that may have a significant impact on the operation of the institution. These activities may include, but are not limited to, the following: bookstores, residence halls, food service operations, printing/duplicating services, child care and transportation services. These activities, when operated by or for the institution, must be documented and operated in a fiscally responsible manner. 

UT Martin auxiliary enterprises include: bookstore, parking, residential halls, vending, student telephones, and the resale of long-distance telephone service. The food service is contracted with Sodexho Services.

UT Martin also operates service centers that are reimbursed from departmental operating funds as the services are used by the department. These include:  transportation, printing and duplicating, health services, telephone services, and computer and copier repair.

Annual Budget Reports confirm that the University operates the auxiliary enterprises and service centers in a fiscally responsible manner. These units either break even or generate a surplus. The University appropriately maintains and monitors documentation through its accounting systems.

The Committee has determined that UT Martin is in compliance.

Documentation/Support Material:

Annual Budget Reports for Auxiliary Enterprise Units



Annual Treasurer’s Reports for Auxiliary Enterprise Units

  Documentation of Compliance for Criteria 6.3.12 Auxiliary Enterprises
	Must Statement
	Statement of Compliance
	Supporting Documentation

	6.3.12 The institution may operate, or have contracted for operation, activities that may have a significant impact on the operation of the institution. These activities may include, but are not limited to, the following: bookstores, residence halls, food service operations, printing/duplicating services, child care and transportation services. These activities, when operated by or for the institution, must be documented and operated in a fiscally responsible manner.


	Compliance
	· Annual Budget Reports for Auxiliary Enterprise Units

· Annual Treasurer’s Reports for Auxiliary Enterprise Units


 SEQ CHAPTER \h \r 1
Documentation of Compliance for Criteria 6.3.3 


Budget Planning





Documentation of Compliance for Criteria 6.3.4 Budget Control





Documentation of Compliance for Criteria 6.3.3 Continued





Documentation of Compliance for Criteria 6.3.6 Continued
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		Fiscal Year		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000		2001

		Tuition and Fees		8,455,828		9,480,777		10,180,800		$10,963,379		$11,562,561		$12,078,661		$13,245,687		$13,676,629		$15,491,679		15,702,711		16,873,054		17,998,886		6.48%

		State Appropriations		19,812,156		19,750,890		19,386,539		21,476,034		23,002,033		24,539,025		25,214,607		25,502,982		25,195,647		26,238,675		26069239		26816412		2.53%

				40,125,028		42,111,065		43,318,632		$46,858,962		$48,792,279		$52,232,541		$54,845,810		56,550,060		59,983,428		61,853,309		61,858,030		65,535,004		4.01%

		Fiscal Year		1990		1991		1992		1993		1994		1995		1996		1997		1998		1999		2000		2001

		State Appropriations		49.38		46.90		44.75		45.83		47.14		46.98		45.97		45.10		42.00		42.42		42.14		40.92		0.67%		2.53%

		Tuition and Fees		21.07		22.51		23.50		23.40		23.70		23.12		24.15		24.18		25.83		25.39		27.28		27.46		4.96%		6.48%

		Difference		70.45		69.42		68.26		69.23		70.84		70.11		70.12		69.28		67.83		67.81		69.42		68.38

				29.55		30.58		31.74		30.77		29.16		29.89		29.88		30.72		32.17		32.19		30.58		31.62		30.66

																												2.44%		4.01%

																										26523900

																										292512

																										26816412

						State Appropriations and Tuition & Fees (Percent of Total Revenues)





Sheet1

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0

		0		0		0



Fiscal Year

State Appropriations

Tuition and Fees

Fiscal Year

Percent of Total Revenues

Exhibit 6.3.1(3)
Percent of Total Revenues from State Appropriations and Tuition & Fees: FY 1990 - FY 2000

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0



Sheet2

		





Sheet3

		






_1075402954.xls
Chart2

		1996		1996

		1997		1997

		1998		1998

		1999		1999

		2000		2000

		2001		2001



Revenues

Expenditures

Fiscal Year

Dollars

Figure 18. The University of Tennessee at Martin 
Total Revenues and Expenditures (1996-2001)
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		Table 6.3.1.2 ----- Expenditures by Function, FY 1996 - FY 2000

		Educational and General						Fiscal Year Ending June 30

		Expenditures

		Unrestricted Use		2001		2000		1999		1998		1997		1996

		Instruction		$   20,155,466		$   19,802,392		$   20,060,414		$   19,299,405		$   19,135,860		$   18,307,821		$   21,857,840		$   22,321,619		$   21,381,607		$   21,273,429		$   20,409,240		1.38%				Instruction

		Research		$   1,167,822		$   961,969		$   698,271		$   873,334		$   795,575		$   655,505		$   975,302		$   715,335		$   903,898		$   796,154		$   680,193		7.47%				Research

		Public Service		$   371,928		$   292,424		$   286,634		$   442,190		$   388,498		$   536,483		$   826,451		$   851,746		$   1,197,198		$   897,485		$   963,574		-3.02%				Public Service

		Academic Support		$   5,666,916		$   5,032,501		$   5,501,267		$   5,030,799		$   5,087,801		$   4,482,380		$   5,109,620		$   5,590,663		$   5,140,015		$   5,226,717		$   4,591,243		2.16%				Academic Support

		Student Services		$   5,453,164		$   5,091,747		$   4,784,044		$   4,438,626		$   4,613,461		$   4,362,673		$   5,246,307		$   4,803,466		$   4,469,169		$   4,694,106		$   4,473,029		3.24%				Student Services

		Institutional Support		$   3,308,616		$   3,523,508		$   3,618,135		$   3,368,788		$   3,412,987		$   3,404,602		$   3,605,020		$   3,728,959		$   3,492,949		$   3,443,669		$   3,462,651		0.81%				Institutional Support

		Operation/Maintenance of Plant		$   5,752,812		$   4,454,303		$   4,479,564		$   4,470,717		$   4,283,513		$   4,150,789		$   4,454,432		$   4,491,534		$   4,471,705		$   4,283,513		$   4,152,506		1.41%				Operation/Maintenance of Plant

		Scholarships & Fellowships		$   3,552,391		$   3,527,671		$   3,349,248		$   3,056,196		$   2,959,095		$   2,807,212		$   8,876,467		$   8,659,753		$   7,942,925		$   6,671,873		$   6,345,637		6.94%				Scholarships & Fellowships

		Transfers		$   864,181		$   1,791,959		$   1,056,539		$   343,050		$   357,729		$   1,430,527		$   1,791,959		$   1,056,539		$   343,050		$   357,729		$   1,430,527		4.61%				Transfers

																$   60,503,366		$   60,573,075		$   58,516,109		$   54,954,742		$   53,443,509		2.51%

		Subtotal Unrestricted Use		$   46,293,296		$   44,478,474		$   43,834,116		$   41,323,105		$   41,034,519		$   40,137,992

																$   1,354,664

		Restricted Use		2001		2000		1999		1998		1997		1996

		Instruction		$   2,374,846		$   2,055,448		$   2,261,205		$   2,082,202		$   2,137,569		$   2,101,419

		Research		$   12,390		$   13,333		$   17,064		$   30,564		$   579		$   24,688

		Public Service		$   593,260		$   534,027		$   565,112		$   755,008		$   508,987		$   427,091

		Academic Support		$   106,182		$   77,119		$   89,396		$   109,216		$   138,916		$   108,863

		Student Services		$   184,484		$   154,560		$   19,422		$   30,543		$   80,645		$   110,356

		Institutional Support		$   62,544		$   81,512		$   110,824		$   124,161		$   30,682		$   58,049

		Operation/Maintenance of Plant		$   2,347		$   129		$   11,970		$   988				$   1,717

		Scholarships & Fellowships		$   6,022,862		$   5,348,796		$   5,310,505		$   4,886,729		$   3,712,778		$   3,538,425

		Subtotal Restricted Use		$   9,358,916		$   8,264,924		$   8,385,498		$   8,019,411		$   6,610,156		$   6,370,608

		Total Educational & General		$   55,652,212		$   52,743,398		$   52,219,614		$   49,342,516		$   47,644,675		$   46,508,600

		Auxiliary Enterprise Expenditures		$   8,108,951		$   7,759,968		$   8,353,461		$   9,173,593		$   7,310,067		$   6,934,909

		TOTAL EXPENDITURES		$   63,761,164		$   60,503,366		$   60,573,075		$   58,516,109		$   54,954,742		$   53,443,509

						Percentage of Total Expendures by Function: FY 1996-2000

		Restricted Use		2001		2000		1999		1998		1997		1996

		Instruction		35.34%		36.13%		36.85%		36.54%		38.71%		38.19%

		Research		1.85%		1.61%		1.18%		1.54%		1.45%		1.27%

		Public Service		1.51%		1.37%		1.41%		2.05%		1.63%		1.80%

		Academic Support		9.05%		8.45%		9.23%		8.78%		9.51%		8.59%

		Student Services		8.84%		8.67%		7.93%		7.64%		8.54%		8.37%

		Institutional Support		5.29%		5.96%		6.16%		5.97%		6.27%		6.48%

		Operation/Maintenance of Plant		9.03%		7.36%		7.42%		7.64%		7.79%		7.77%

		Scholarships & Fellowships		15.02%		14.67%		14.30%		13.57%		12.14%		11.87%

		Transfers		1.36%		2.96%		1.74%		0.59%		0.65%		2.68%

		Auxiliary Enterprise Expenditures		12.72%		12.83%		13.79%		15.68%		13.30%		12.98%

				100.00%		100.00%		100.00%		100.00%		100.00%		100.00%

						Percentage of Total Expendures by Function: FY 1996-2000

		Restricted Use				2000		1999		1998		1997		1996

		Instruction				36.13%		36.85%		36.54%		38.71%		38.19%

		Research				1.61%		1.18%		1.54%		1.45%		1.27%

		Public Service				1.37%		1.41%		2.05%		1.63%		1.80%

		Academic Support				8.45%		9.23%		8.78%		9.51%		8.59%

		Student Services				8.67%		7.93%		7.64%		8.54%		8.37%

		Institutional Support				5.96%		6.16%		5.97%		6.27%		6.48%

		Operation/Maintenance of Plant				7.36%		7.42%		7.64%		7.79%		7.77%

		Scholarships & Fellowships				14.67%		14.30%		13.57%		12.14%		11.87%

		Transfers				2.96%		1.74%		0.59%		0.65%		2.68%

		Auxiliary Enterprise Expenditures				12.83%		13.79%		15.68%		13.30%		12.98%
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		2001		2000		1999		1998		1997		1998		1999		2000		2001				2001		2000		1999		1998		1997		1998		1999		2000		2001

		$   20,155,466		$   19,802,392		$   20,060,414		$   19,299,405		$   19,135,860		$   19,299,405		$   20,060,414		$   19,802,392		$   20,155,466				35.34%		36.13%		36.85%		36.54%		38.71%		36.54%		36.85%		36.13%		35.34%

		$   1,167,822		$   961,969		$   698,271		$   873,334		$   795,575		$   873,334		$   698,271		$   961,969		$   1,167,822				1.85%		1.61%		1.18%		1.54%		1.45%		1.54%		1.18%		1.61%		1.85%

		$   371,928		$   292,424		$   286,634		$   442,190		$   388,498		$   442,190		$   286,634		$   292,424		$   371,928				1.51%		1.37%		1.41%		2.05%		1.63%		2.05%		1.41%		1.37%		1.51%

		$   5,666,916		$   5,032,501		$   5,501,267		$   5,030,799		$   5,087,801		$   5,030,799		$   5,501,267		$   5,032,501		$   5,666,916				9.05%		8.45%		9.23%		8.78%		9.51%		8.78%		9.23%		8.45%		9.05%

		$   5,453,164		$   5,091,747		$   4,784,044		$   4,438,626		$   4,613,461		$   4,438,626		$   4,784,044		$   5,091,747		$   5,453,164				8.84%		8.67%		7.93%		7.64%		8.54%		7.64%		7.93%		8.67%		8.84%

		$   3,308,616		$   3,523,508		$   3,618,135		$   3,368,788		$   3,412,987		$   3,368,788		$   3,618,135		$   3,523,508		$   3,308,616				5.29%		5.96%		6.16%		5.97%		6.27%		5.97%		6.16%		5.96%		5.29%

		$   5,752,812		$   4,454,303		$   4,479,564		$   4,470,717		$   4,283,513		$   4,470,717		$   4,479,564		$   4,454,303		$   5,752,812				9.03%		7.36%		7.42%		7.64%		7.79%		7.64%		7.42%		7.36%		9.03%

		$   3,552,391		$   3,527,671		$   3,349,248		$   3,056,196		$   2,959,095		$   3,056,196		$   3,349,248		$   3,527,671		$   3,552,391				15.02%		14.67%		14.30%		13.57%		12.14%		13.57%		14.30%		14.67%		15.02%

		$   864,181		$   1,791,959		$   1,056,539		$   343,050		$   357,729		$   343,050		$   1,056,539		$   1,791,959		$   864,181				1.36%		2.96%		1.74%		0.59%		0.65%		0.59%		1.74%		2.96%		1.36%

																						12.72%		12.83%		13.79%		15.68%		13.30%		15.68%		13.79%		12.83%		12.72%

		$   46,293,296		$   44,478,474		$   43,834,116		$   41,323,105		$   41,034,519		$   41,323,105		$   43,834,116		$   44,478,474		$   46,293,296

		2001		2000		1999		1998		1997		1998		1999		2000		2001

		$   2,374,846		$   2,055,448		$   2,261,205		$   2,082,202		$   2,137,569		$   2,082,202		$   2,261,205		$   2,055,448		$   2,374,846

		$   12,390		$   13,333		$   17,064		$   30,564		$   579		$   30,564		$   17,064		$   13,333		$   12,390

		$   593,260		$   534,027		$   565,112		$   755,008		$   508,987		$   755,008		$   565,112		$   534,027		$   593,260

		$   106,182		$   77,119		$   89,396		$   109,216		$   138,916		$   109,216		$   89,396		$   77,119		$   106,182

		$   184,484		$   154,560		$   19,422		$   30,543		$   80,645		$   30,543		$   19,422		$   154,560		$   184,484

		$   62,544		$   81,512		$   110,824		$   124,161		$   30,682		$   124,161		$   110,824		$   81,512		$   62,544

		$   2,347		$   129		$   11,970		$   988				$   988		$   11,970		$   129		$   2,347

		$   6,022,862		$   5,348,796		$   5,310,505		$   4,886,729		$   3,712,778		$   4,886,729		$   5,310,505		$   5,348,796		$   6,022,862

		$   9,358,916		$   8,264,924		$   8,385,498		$   8,019,411		$   6,610,156		$   8,019,411		$   8,385,498		$   8,264,924		$   9,358,916

		$   55,652,212		$   52,743,398		$   52,219,614		$   49,342,516		$   47,644,675		$   49,342,516		$   52,219,614		$   52,743,398		$   55,652,212

		$   8,108,951		$   7,759,968		$   8,353,461		$   9,173,593		$   7,310,067		$   9,173,593		$   8,353,461		$   7,759,968		$   8,108,951

		$   63,761,164		$   60,503,366		$   60,573,075		$   58,516,109		$   54,954,742		$   58,516,109		$   60,573,075		$   60,503,366		$   63,761,164
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												1996		1997		1998		1999		2000		2001

										Revenues		$54,845,809		$56,550,060		$59,983,428		$61,853,309		$61,858,030		$65,535,004

										Expenditures		$53,443,509		$54,954,742		$58,516,109		$60,573,075		$60,503,366		$63,761,164
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