











Message FROM THE CHANCELLOR

The University of North Carolina at Chapel Hill is at a turning point. As the State’s flagship and nation’s
first public university, Carolina’s history is unique. If North Carolina’s first university is to sustain its
impressive tradition and provide the State with the quality service it needs and deserves in the next century,

we must take a hard look at the way we do business.

Two hundred years of exemplary service is a legacy to be proud of — but not to rest on. In the
face of tough financial constraints, we have carried out our mission with facility and enthusiasm. The chal-
lenges ahead will demand even more dedication and creativity. We must reinforce the extraordinary efforts

of faculty, staff, and administrators with prudent planning and priority-driven resource allocation.

As this document indicates, the University has a strong foundation to build on. The 1995
Financial Report clearly shows that UNC-Chapel Hill is a responsible steward of the resources entrusted to
it by the State, the federal government, and the private sector. Investments in our faculty, facilities, and

technical infrastructure are paying off for our students and for the State’s economic development.

I am convinced that if the University is effectively to promote North Carolina’s leadership in the

transition from an energy-based to a knowledge-based economy, two fundamental changes must occur:

First, the University must squarely face new external realities and internal limitations. I know,
for instance, that we can do better at managing administrative costs. Effective management in today’s envi-
ronment requires that we shift existing resources to mission-critical, high-quality programs. To do this, the
internal community must determine its top priorities and develop good measures of quality. Only by

knowing how well we are doing can we chart an aggressive course for improvement.

Real gains will depend on a highly-efficient, focused administrative structure. That structure
exists solely to promote the best work of our faculty and students. Greater management efficiency and pro-
ductivity will yield the sound strategic decisions that will enable the University to flourish in every sphere

of operation as it redefines its future.

The second fundamental change that we must bring about is a new partnership with the State.
This tighter and stronger bond should emerge rapidly as the University increases its accountability, and as
the State recognizes that it will need more and better graduates, service, and research if it is to compete suc-
cessfully in the global economy. Reciprocity and trust will be the key elements of this new partnership.
This 1995 Report on the University’s finances and operations is a first step in that direction.
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To Chancellor Hooker, Members of The Board of
Trustees, and Friends of The University of North
Carolina at Chapel Hill:

INTRODUCTION

This Comprehensive Annual Financial Report
includes the financial statements for the year
ended June 30, 1995, in addition to other infor-
mation useful to those we serve and to those to
whom we are accountable. Responsibility for the
accuracy of the information and for the complete-
ness and fairness of its presentation, including all
disclosures, rests with the management of the
University. We believe the information is accu-
rate in all material respects and fairly presents the
University’s financial position, as well as revenues,
expenditures, transfers, and other changes in fund
balances. The Comprehensive Annual Financial
Report includes all disclosures necessary for the
reader of this report to gain a broad understanding
of the University’s operations for the year ended
June 30, 1995. The report is organized into three

sections.

The Introductory Section includes a message
from the Chancellor, the transmittal letter, a list-
ing of the University Board of Trustees, the
Chancellor’s Administrative Council, and an orga-
nization chart. Also included is information on
major University initiatives, as well as financial
and economic data. This section is intended to
acquaint the reader with the organization and
structure of the University, the scope of its opera-

tions, its financial activities, the significant factors

contributing to the current fiscal environment,

and anticipated factors influencing our future.

The Financial Section presents the basic financial
statements and a report of the Office of the State
Auditor. The basic financial statements are pre-
pared in accordance with generally accepted
accounting principles guided by standards of the
Financial Accounting Standards Board, except in
the

Accounting Standards Board has issued a pro-

circumstances where Governmental
nouncement applicable to public colleges and uni-
versities. The University also follows the fund
accounting and reporting guidelines set forth by
the American Institute of Certified Public
Accountants in its Industry Audit Guide, Audits
of Colleges and Universities, which allows for rea-
sonable comparisons of the University’s financial
position, as well as revenues, expenditures, trans-
fers, and other changes in fund balances with peer

institutions.

The Statistical Section contains selected financial,
statistical, and demographic information. This
information is intended to present to readers a
broad overview of trends in the financial affairs of
the University.

The financial statements in the Financial Section
present all funds for which the University’s Board
of Trustees is accountable. Although legally sepa-
rate, The University of North Carolina at Chapel
Hill Foundation, Inc. is reported as if it were part
of the University based on Governmental
Accounting Standards Board Statement 14. The
Foundation’s sole purpose is to aid, support, and

promote teaching, research and service in the vari-



ous educational, scientific, scholarly, professional,
artistic, and creative endeavors of the University.
The Foundation’s financial statements have been
blended with those of the University. Other relat-
ed foundations and similar non-profit corpora-
tions for which the University is not financially
accountable are not part of the accompanying
financial statements. The University of North
Carolina at Chapel Hill is a constituent institution
of the sixteen campus University of North
Carolina System, which is a component unit of the
State of North Carolina and an integral part of the
State’s Comprehensive Annual Financial Report.

ECONOMIC CONDITION AND OUTLOOK

For many years, economic growth in North
Carolina has outpaced that of the United States as
a whole and 1995 continued this trend. In 1929,
total personal income in North Carolina repre-
sented 1.22 percent of the United States. By
1945, the North Carolina share had grown to 1.76
percent, and in 1994, it was 2.45 percent, exactly
double the 1929 share. For the period 1945-
1995, personal income growth in North Carolina
averaged 8.22 percent per year, well above the
national average of 7.5 percent a year.

Most of this growth in the North Carolina
share of total personal income has come more
from rising incomes in relation to the national
average rather than from population growth.
While the population of North Carolina was
7,070,000 people in 1994, up 100.7 percent from
1945, the entire United States had a population
increase of 95.2 percent over the same period.
The North Carolina share of total United States
population was 2.72 percent in 1994, up only
slightly from the 2.64 percent share recorded in
1945. Population growth was 1.45 percent per
year from 1945-1994, only slightly above the 1.37
percent per year growth rate for the entire United
States.

Total personal income in 1995 will average
about $150 billion in North Carolina, giving us an
economy that is the 13th largest in the United

States.

North Carolina consistently has the lowest
unemployment rate among the eleven leading
industrial states. The unemployment rate should
average around 4.6 percent for 1995, a full per-
centage point below the national average.

The North Carolina economy is one of the
most diversified in America, with a significant part
of its growth coming from knowledge-based indus-
tries such as computers, pharmaceuticals, specialty
chemicals, and telecommunications. Health-based
industries are also major sources of employment
growth. The University of North Carolina at
Chapel Hill is a major contributor to these trends.

In March, 1996, the current economic expan-
sion will be 60 months old. This will make it the
third longest expansion in the postwar period.

Economic growth should continue through-
out 1996 and beyond. There is no sign of an
increase in the rate of inflation that is usually a har-
binger of an impending recession.

The state of North Carolina has seen the
number of people employed increase faster than
the national average for over 50 years now.
Similarly, the increases in personal income in
North Carolina have also been better than the total
United States. There is no reason to expect that
these trends will not continue for 1996 and 1997

and well into the 21st century.

MAJOR INITIATIVES

Reaffirmation of Accreditation

An institutional self-study report was developed in
preparation for reaffirmation of accreditation by
the Commission on Colleges of the Southern
Association of Colleges and Schools. The reaccred-
itation self-study reaffirmed that teaching,
research, and public service are three mutually
enriching aspects of the University’s indivisible
mission and that our faculty overwhelmingly con-
sider teaching their highest priority. Faculty
actively engage undergraduate students in learning
outside of traditional classroom settings, helping
them achieve by far the highest graduation rate for
a public university in North Carolina and the third



highest nationally among public institutions in the
Association of American Universities.

The visiting team of senior administrators
concurred with our assessment, noting in its
report, “The education of students appears unmis-
takably as the central mission of the University.”
It commended the faculty as a singular group of
teachers and scholars as well as for their contribu-
tion to the quality of learning, especially for
undergraduate students.

The team praised the self-study, calling it
exemplary in both content and creation, especially
commending the involvement of the whole cam-
pus. “We hope that other institutions may look to
this self-study for guidance in framing their own
approaches to assessment,” the team said. The
team also commended the University for its com-
prehensive public service program, the consistent
integrity of its athletic programs, the College of
Arts and Sciences, the libraries, the Department of
University Housing, and for the clear path that it
has charted toward implementation of the self-

study’s suggestions.

College of Arts and Sciences

The College of Arts and Sciences (College) won a
$300,000 Ford Foundation grant for campus
diversity initiatives. This grant funds summer
institutes for faculty and FOCUS, an undergradu-
ate mentoring program to encourage minorities to
enter graduate school for teaching and research
careers. Members of the faculty within the College
were recognized with honors and were elected
Fellows of such organizations as the National
Academy of Sciences, American Academy of Arts
and Sciences, American Association for the
Advancement of Science and National Academy of
Engineering. Professor Ernest L. Eliel in
Chemistry was awarded the prestigious Priestly
Medal from the American Chemical Society.

School of Education

U.S. and News and World Report’s national panel
of 1,000 school superintendents ranked the School
of Education (School) second among public
schools of education and fifth overall. The School

initiated child development and family studies, a

new four-year program focusing on birth to
kindergarten that combines instructional expertise
from across the campus. The program, with its
first students enrolling fall 1995, prepares teachers
to work in community settings for infants, tod-
dlers, preschoolers, and their families with special
emphasis on at-risk populations. This program
will be headed by the new William C. Friday
Distinguished Professor established by the School
of Education after a successful $1 million fundrais-

ing campaign.

School of Law

An innovative program using oral history
techiques to teach ethics and professional values
earned a $200,000 grant from the W.M. Keck
Foundation. The School of Law also took the lead
in designing and implementing the African Law
Initiative, an effort of the American Bar
Association, with 15 other United States law
schools and 11 law schools in eight African coun-
tries to begin collaborative work under auspices of
the U.S. Information Agency. In celebrating its
sesquicentennial, the School of Law produced a
special program on early North Carolina legal his-
tory and the role of lawyers, which aired on
WUNC TV.

University Library

The breadth and depth of the libraries” databases
expanded significantly this year with four new pro-
grams, including GPO Access, a government-
sponsored electronic gateway to such heavily used
sources as the Congressional Record and General
Accounting Office reports. Only six other United
States libraries offer this resource. The Library
once again ranked first in the Southeast and 19th
among research libraries in the United States and

Canada.

Institute of Government

Providing a unique service to people across the
State and throughout the world, the Institute of
Government added NCINFO, offering free, 24-
hour access to data ranging from legislative
updates to background on proposed rules affecting

local government. The project is a collaboration



among the Institute, the North Carolina League
of Municipalites, and the North Carolina

Association of County Commissioners.

School of Social Work

Planning for two new programs benefiting the
State of North Carolina is underway in the School
of Social Work. The Frank A. Daniels Institute
for Human Services Policy Information will take
human service data collection and interpretation
to a level not found in many other states. The
Institute for Families focuses on stengthening
families through collaborative work across the
campus and the State. It will provide technical
assistance, education, and training to policy mak-
ers, program leaders, and service providers to
develop creative approaches to stengthening fami-

lies.

Kenan-Flagler Business School

Executive education continues to grow and enrich
corporate-university partnerships. The School
received an $8 million gift from the William R.
Kenan, Jr. Charitable Trust to create the Paul J.
Rizzo Center for Executive Education scheduled
to open at the same time as the School’s eagerly
anticipated new building in July 1997. The
School serves as a trailblazer in providing cus-
tomized executive education programs for corpo-
rations such as Kaiser Permanente, Armstrong
World, and Johnson & Johnson. These corporate-
university partnerships provide unique opportu-
nites to assist the business community and to
enrich the University’s research and teaching mis-
sion, not only in business, but also in other disci-

plines across campus.

School of Jouranalism and Mass Communication

Students in the School of Journalism and Mass
Communication (School) earned the School a
third place in photojournalism and a fifth in writ-
ing competition in the Hearst contest, a contest
which is often referred to as the Pulitzer Prize of
college journalism. Faculty member, Chuck
Stone, was awarded the Free Spirit Award from
the Freedom Forum. The School’s first accelerated

Ph.D. students were chosen for The Freedom

Forum Ph.D. Program. Further, the School’s
Ph.D. program was ranked second among pro-
grams in the United States by the Association for
and  Mass
Communication (AEJMC), a ranking based on

Education in Journalism
research presentations by graduate students at

AEJMC conferences during the past six years.

School of Information and Library Science

The most recent national study conducted rank-
ing schools of this type ranked the School of
Information and Library Science’s faculty and
programs among the top five, and its master’s
degree program as number two in the nation.
Further, a study of research and publication pro-
ductivity of faculty in schools of information and
library science found the University of North
Carolina at Chapel Hill’s School to be tied for the
most productive in the nation. Presently, the
School’s faculty concluded that an undergraduate
information systems minor should be investigated

for inauguration in the near term.

Graduate Studies and New Initiatives in Research
During fiscal year 1995, research programs at The
University of North Carolina at Chapel Hill
attracted $274 million in grants and contracts.
The University’s 8,500 graduate and professional
students supported much of this productivity.
One of the nation’s top-ten public universities in
graduate education, the University produces about
375 new PhDs each year. In 1995, eight of the
University’s graduate programs ranked in the top
third nationally, according to U. S. News and
World Report.

The University has launched several new ini-
tiatives to increase the application and productivi-
ty of research. The Office of Technology
Development, created to direct licensing, patent-
ing, and activities related to the commercial appli-
cation of research, accelerated the transfer of new
technologies in business and medicine. For fiscal
1995, the University filed 71 patents and dis-
closed 91 inventions. Many of these inventions
may result in new economic growth for North
Carolina. Since 1979, five new high-tech compa-

nies have been created as a direct result of
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University inventions. During the same period,
people with ties to the University created 11 new
companies that now employ a total of 1,240 peo-
ple in North Carolina alone.

The Proposal Development Initiative, a coop-
erative project of several University divisions,
teaches grantwriting to faculty and assists during
proposal preparation. The Office of Research
Development expanded its research and academic
relationships with Hoechst Celanese, DuPont,
Corning Life Sciences, Glaxo-Wellcome, and
other companies, creating an array of new projects
and interactions. The University accelerated
development of its computer-based information
systems to support research. During fiscal 1995,
the GrantSource service of the Office of Research
Services provided access for more than 56,000 on-

line searches to faculty and students pursuing new

funding.

Division of Health Affairs

The Office of the Vice Chancellor for Health
Affairs has been awarded a grant from the Pew
Health Commission to further the efforts of our
faculty to increase the number of courses in which
students learn through their work on site in com-
munity settings. Given the major developments
that are occurring in the delivery of health care in
the United States, it has become vitally important
to educate students who can function effectively as
members of multi-disciplinary teams in a variety of
community settings. Ours is the only one of the
18 Pew-funded projects to involve all five human
health disciplines: Dentistry, Medicine, Nursing,
Pharmacy, and Public Health.

School of Dentistry Service Growth

As part of our commitment to serve the people of
North Carolina, each school within the Division
of Health Affairs continues to place considerable
emphasis on providing cutting edge continuing
education to the state’s health professionals. The
School of Dentistry experienced a particularly
notable year in this regard. Fifty faculty members
presented 175 courses throughout the state via the
AHEC program in 1994-1995, up from the previ-
ous all time high of 152 courses. Over 5,000 den-

tal professionals in North Carolina attended these
programs. In addition, the faculty presented
another 46 courses serving 3,292 participants
through the School’s Office of Continuing Dental

Education.

Cystic Fibrosis (CF) Research

The School of Medicine continued its multi-
faceted attack on cystic fibrosis. New accomplish-
ments included the initiation of the first human
gene transfer study to be conducted at the
University. Twelve CF patients were admitted to
the General Clinical Research Center and received
intranasal solutions containing a replication-defec-
tive adenovirus carrying the Cystic Fibrosis
Transmembrane Conductance Regulator (CFTR)
gene. The patients were later examined for expres-
sion of the CFTR gene and for changes in trans-
membrane potential. On another front, a team of
surgeons successfully performed the state’s first
bilateral-lobe lung transplant from living, related
donors of a cystic fibrosis patient in December,

1994.

School of Medicine Grant and Award

The Kate B. Reynolds Charitable Trust funded a
$2.4 million program in the School of Medicine’s
Department of Medical Allied Health to study the
effectiveness of technology designed to help indi-
viduals with movement, sensory, or communica-
tions impairments. This effort, led by Dr. David
Yoder, is directed at disabled adults in rural and
other underserved areas of North Carolina.

Oliver Smithies, D.Phil., Excellence Professor
of Pathology, School of Medicine, received the
1994 Alfred P. Sloan, Jr. Award for the nation’s
most outstanding recent basic science contribu-
tions to cancer research. Dr. Smithies shared the
award with Mario Capecchi, Ph.D., of the
Howard Hughes Medical Institute.

School of Nursing Initiative

This was a banner year for the School of Nursing
(School). In an article published in Nurse
Educator in early 1995, the School was ranked by
nursing deans and scholars as ninth in the nation,

up from 30th in the last survey completed in



1988. In another article, published in U.S. News
and World Report this spring, the School’s graduate
program was ranked sixth in the nation. A report
issued this spring by the National Institutes of
Health noted that the School was ranked fourth in
the country in total research dollars awarded to
schools of nursing.

Within the School of Nursing, the Center for
Research on Preventing and Managing Chronic
Illness in Vulnerable People (Center) was created.
The long-term goal of the Center is to identify
ways to help vulnerable individuals and groups to
establish and maintain effective preventive and ill-
ness-management activities. The new Center is
funded by a five-year, $1.6 million grant from the
National Institute for Nursing Research.

Global Health Focus

While the large majority of our faculty’s efforts to
keep health professionals up-to-date with develop-
ments in their fields is concentrated in North
Carolina, other programs are designed for people
elsewhere in the nation and world when the need
exists. A particularly shining example of one such
program is the Executive Program in Health and
Population for Developing Countries, directed by
Prof. Sagar Jain, Department of Health Policy and
Administration, School of Public Health. The
program, located both in India and Chapel Hill,
provides coursework leading to a Masters in Public
Health degree for 12-15 students each year from a
variety of developing nations. The first class grad-
uated in July, 1994. The program was awarded
the First Place Award for Excellence, Innovation,
and Cost-Effectiveness by the National University
Continuing Education Association Division of

Certificate and Non-Traditional Degree Programs.

Summer Minority Public Health Institute

The Department of Biostatistics within the School
of Public Health held the first annual Summer
Minority Public Health Institute in June, 1995.
The Institute is designed to improve research
methods, decision-making, policy development,
and planning for minority health. It focuses on
issues and solutions concerning collecting and ana-

lyzing data for minority populations, studying the

relationship between race and socioeconomic sta-
tus, reducing barriers to conducting research in
minority communities, and devising surveys to

study minority populations.

Injury Prevention Research Center

For the first time in ten years, the Division of
Health Affairs added a major, independent
research center, the Injury Prevention Research
Center (Center). The Center continues and
expands the work it began in 1987 as a joint pro-
gram of the Center for Health Promotion and
Disease Prevention and the Highway Safety
Research Center. The Center’s mission is to stim-
ulate and participate in interdisciplinary research
and to facilitate the translation of research into
injury control policies and programs for preven-
tion, acute care, and rehabilitation, with particular
emphasis on issues of state and regional signifi-

cance.

Development Bicentennial Campaign Roundup
The largest fund-raising campaign in Carolina’s
history ended June 30, 1995, with more than
$440.2 million in gifts, grants and pledges. This
total for a completed campaign is the fourth
largest ever at a public university. The
Bicentennial Campaign met — and exceeded —
its campaign goals twice. In 1994, the original goal
of $320 million was met 15 months early, and in
January of this year, the campaign reached the
revised goal of $400 million.

Of the $440 million given and pledged,
approximately one third will be allocated to the
University’s endowment including affiliated foun-
dations. The endowment has increased by more
than $82 million in gifts paid, with another $66
million gifts pledged. By the broadest measure, the
University’s endowments now exceed $500 mil-
lion, including the endowment funds held by affil-
iated foundations.

More than 600 individual endowment funds
were created during the campaign to benefit nearly
every area of the University. Students will benefit
from 135 new funds to support undergraduate
scholarships and 80 funds for graduate and profes-
sional fellowships. Also, 90 new funds will sup-



port faculty members. University libraries will
benefit from 85 new funds to support book pur-
chases, journal subscriptions, and technology

enhancements.

Campaign Highlights

Gifts of all sizes made the campaign a success. A
total of 122,000 individuals, corporations, and
foundations contributed. The largest donors to the
campaign were the Kenan family and William R.
Kenan Charitable Trust with nearly $31 million in
contributions. At the other end of the spectrum,
thousands of donors gave $100 or less. Yet those
gifts, added up, will provide many new opportuni-
ties to departments, programs, and libraries cam-
puswide.

The second largest share of campaign contri-
butions, 28 percent, came from foundations. In
1994, Carolina ranked 4th in the nation among
public universities for grants received from foun-
dations, 18th among all universities, and 25th
among all charitable organizations, as reported by
The Chronicle of Philanthropy, May 18, 1995.

Alumni contributed the largest single share of
campaign dollars at 35 percent, for a total of
$151.8 million. Carolina’s alumni are among the
most generous in the nation. In 1994, the
University of North Carolina at Chapel Hill
ranked 3rd nationwide among public universities
for total dollars donated by alumni.

Faculty and staff members were generous
contributors. Their total, through the six-year
campaign, was $9.9 million. They were particular-
ly generous during the 1993 Campus Campaign,
when 34 percent of all faculty and staff members
gave despite feeling the pinch of several lean State
budget years.

Most schools and units met their campaign
goals, and most University-wide subgoals were met
or exceeded. But some needs will remain after the
campaign. One such need is capital funds, which
are invested in long-lived assets such as new build-
ings. The campaign goal for capital projects was
$94.5 million; $65.2 million, or 67 percent, has
been raised. University fund-raisers will continue
to seek gifts for capital projects even though the
campaign is officially at an end.

In June, 1995, the University was notified
that for the second year in a row it had been
picked to receive a CASE Circle of Excellence in
Educational Fund Raising Award. Only 11 schools
in the nation received this award in the category of

public research universities.

University Career Services

University Career Services is continuing to
use technology to provide state-of-the-art pro-
grams and services to students and employers.
Recently, with a subsidy from Procter & Gamble,
the department purchased ViewNet, a desk-top
video interview system. ViewNet allows employ-
ers to interview students from a remote location
without the high cost of travel and time generally
incurred by a campus visit. Video interviewing is
especially useful for employers who wish to screen
a few candidates for internships or before bringing
them to the company location for a full on-site
interview. The University is part of a consortium
of ACC-SEC universities that has agreed to share
ViewNet equipment in order to extend its use by
employers. For example, an employer located in
Atlanta may use Georgia Tech’s ViewNet equip-
ment to interview Carolina students.

University Career Services has also imple-
mented electronic registration for students.
Seniors and graduate students wishing to register
with University Career Services are given a pre-for-
matted diskette with a skeleton resume. Students
complete the information on the diskette and
return it to be copied into a registrant database.
The database allows University Career Services to
print students’ resumes and send them to employ-
ers seeking candidates for specific job openings.
The database allows University Career Services to
search for specific skills as well as other criteria
sought by an employer, such as “students who
speak Spanish, have spreadsheet skills, and are

graduating in December.”

Capital Construction

Eight capital projects totaling $68.3 million were
completed during the year, including a $32.9 mil-
lion Thurston Bowles Building housing the Center
for Alcohol Studies and the Arthritis Research



Center, and a $32 million building for the
Environmental Protection Agency. Construction
is underway on 15 projects with construction bud-
gets totaling more than $103 million. Major pro-
jects include a $31.1 million building for the
Kenan-Flagler School of Business and a $18.8 mil-
lion addition to the Lineberger Cancer Research
Center Building. The $10.1 million Tate Turner
Kuralt Building for the School of Social Work was
dedicated in June 1995.

The University received an allocation of $8.4
million from the State’s Reserve for Repairs and
Renovations, which is a significant increase over
previous funding levels for deferred maintenance
and utilities projects. The allocation was based on
efforts by the State to designate funds using a for-
mula that recognized plant replacement values.
This allocation will allow the University to begin
to address the most pressing deferred maintenance
needs with the hope that this increase in funding

will continue in the future.

Planning Initiatives

Several planning initiatives for our third century
were started during fiscal year 1995, and a
University-wide planning committee was formed
to coordinate those initiatives and provide an
umbrella organization that will facilitate the entry
of our new chancellor into the planning process.
Subjects being studied by the various planning
groups include land-use planning, post-campaign
development strategies, the Graduate School, and
issues of special concern to women and minorities.
The University has actively involved our host
communities in land-use planning, especially with
respect to the Horace Williams and Mason Farm

properties.

Process Improvement Initiatives

Several units within the University have begun
using the management strategy commonly known
as continuous quality improvement to enhance
University processes. Units actively using the
strategy are Business and Finance, Student Affairs,
University Legal Counsel, School of Dentistry,
and School of Nursing. Medical School faculty
have participated in UNC Hospitals’ continuous
quality improvement effort. The Kenan-Flagler

Business School and the School of Public Health
offer instruction in quality strategies.

The Division of Business and Finance is cur-
rently sponsoring several cross functional teams
comprised of division employees and campus cus-
tomers. One team is reducing the time and cost
for building renovations. Another is reducing the
time and cost for small purchases by implementing
a purchase card. A third team is reducing the
number of signatures required on business forms,
in order to speed up transactions. Two other
Business and Finance teams are examining addi-
tional uses for the University OneCard and
improving access to Human Resources informa-
tion. In addition to saving time and money and
enhancing customer satisfaction, the teams are

improving communication across functional lines.

FINANCIAL INFORMATION

Internal Control Structure

The Business and Finance Division of the
University is responsible for establishing and
maintaining an effective system of internal control.
The objectives of an internal control structure are
to provide management with reasonable, although
not absolute, assurance that assets are safeguarded
against loss from unauthorized use or disposition,
and that transactions are executed in accordance
with appropriate authorization and recorded prop-
erly in the financial records to permit the prepara-
tion of financial statements in accordance with
generally accepted accounting principles.
Accordingly, organizational structure, policies, and
procedures have been established to safeguard
assets, ensure the reliability of accounting data,
promote efficient operations, and ensure compli-
ance with established governmental laws, regula-
tions and policies, University policies, and other
requirements of sponsors to whom the University
is accountable.

As a recipient of federal financial awards, the
University is responsible for ensuring compliance
with all applicable laws and regulations relating to
such assistance. A combination of State and
University policies and procedures, integrated with

the University’s system of internal controls, pro-



vides for this compliance. The University under-
goes an annual examination of its federal financial
assistance programs in accordance with U. S.
Office of Management and Budget Circular A-
128, Audits of State and Local Governments.

Budgetary Controls

The University is responsible for controlling its
budget and using the funds to fulfill its education-
al and other missions and also for planning, devel-
oping, and controlling budgets and expenditures
within authorized allocations and in accordance
with University, State, and federal policies and
procedures. The University maintains budgetary
controls to ensure compliance with provisions
embodied in the annual appropriated budget
approved by the North Carolina General
Assembly. Project-length financial plans are
adopted for capital projects.

After the budget has been approved by the
General Assembly and adopted by the Board of
Governors, the University follows an established
system of budgetary controls. Business and
Finance issues periodic interim budget statements
to department heads to guide them in managing
their budget allocations. Monthly financial
reports are provided on each fund to individual
managers responsible for the fund. Financial
reports are also provided at the State level. When

Current Funds
For Year Ended June 30, 1995 (in thousands)

$302,337
$81,465
$235,196
$67,668
$230,501
$26,302

Instruction, Academic Support and Student Services (38.7%)
Organized Research (16.8%)
Public Service (7.4%)
Institutional Support (4.1%)
Physical Plant Operations (6.5%)
Student Financial Aid (3.2%)
Auxiliary Enterprises and Internal Service (9.7%)
Professional Clinical Services (10.8%)

Transfers and Other Deductions (2.8%)

Uses...$919,129

actual conditions require changes to the budget,
revisions are prepared, and these revisions are
appropriately approved and communicated to
those affected. Changes to the budget are
approved at the University level and/or the State
level as required. Based on the State’s management
flexibility legislation, the University has received
delegated authority for designated budget changes.

The University maintains an encumbrance
accounting system as another method to ensure

that imposed expenditure constraints are observed.

Current Funds Revenues and Expenditures
In fiscal year 1995, the University expended $919
million fulfilling its mission of instruction,
research, and public service. The $919 million
consists of $916 million in expenditures and
mandatory transfers and $3 million in refunds to
grantors and other transfers. Approximately 55.5%
of the total expenditures supported the instruction
and research missions of the University including
the academic and student support functions.
Expenditures for the professional clinical services
which are self-supporting operations providing
medical, dental, and other health care were 10.8%
of the total.

Other uses of operating resources were for
public service (7.4%); institutional support

(4.1%); physical plant operations (6.5%); student

State Appropriations (32.0%) Sources...$943,469

Tuition and Fees (8.6%)

| Governmental Contracts and Grants (24.9%)

Private Gifts, Contracts and Grants (7.2%)
Sales and Services & Other Sources (24.5%)

Investment and Endowment Income (2.8%)

e $354,744
$154,817
$68,317
$37,698
$59,662
$29,595
$89,532
$99,140
$25,624



financial aid (3.2%); and self-supporting auxiliary
and related operations (9.7%). Mandatory and
other transfers, refunds to grantors, and invest-
ment losses accounted for the remainder (2.8%).

Total expenditures of $919 million represent
an increase of 6.9% over the prior year. Auxiliary
enterprises and internal service operations
increased 11.1% over the prior year while the pro-
fessional clinical services increased 1.9%. Other
significant increases included organized research
(10.1% increase over prior year), public service
(8.7%), instruction, academic support and student
services (8.1%), and student financial aid (5.6%).
Lower increases were incurred for physical plant
operations (2.1% increase over prior year), and
institutional support (2.4%).

Resources of $943 million supporting these
expenditures increased 7.5% over the prior year
which, when combined with restricted receipts of
$8 million not transferred to revenues, resulted in
a $32 million increase to the Current Funds bal-
ances. The University has a diversified revenue
base as the largest single source comprises less than
one-third of the resources generated. State appro-
priations were the largest single revenue source for
fiscal year 1995 (32.0% of total, 6.5% increase
over prior year). Remaining revenue sources were
tuition and fees (8.6% of total, 7.9% increase),
governmental contracts and grants (24.9% of
total, 10.3% increase), sales and services and other
sources (24.5% of total, 6.9% increase), private
gifts, grants, and contracts (7.2% of total, 5.5%
increase), and investment and endowment earn-
ings (2.8% of total, 5.5% increase).

The student headcount of the University was
24,463 for the Fall semester of fiscal year 1995.
Student enrollment has remained relatively stable
over the last five years with an increase in head-
count of 3.6%. Student enrollment for fiscal year

1995 was composed of the following categories:

Women ) 57.6%
Men 42.4%

) ‘White
African American 8.8%
Other 9.2%

Undergraduate 65.0%

Graduate : { 28.0%
Professional 7.0%

Resident g igh "
Nonresident ) 24.0%

Fund Accounting

In order to ensure observance of limitations and
restrictions placed on the resources available to the
University, the accounts of the university are
maintained in accordance with the principles of
fund accounting. This is the procedure by which
resources for various purposes are classified for
accounting and reporting purposes into funds that
are in accordance with the activities or objectives
specified. Separate accounts are maintained for
each fund; however, in the accompanying compre-
hensive annual financial statements, funds that
have similar characteristics have been combined
into fund groups. Accordingly, all financial trans-
actions have been recorded and reported by fund
group. The University’s self-balancing fund

groups are as follows:

Current Funds - include all unrestricted and
restricted resources which are available for the
operating purposes of performing the primary
missions of the University. Current Funds are
considered unrestricted unless restrictions imposed
by the donor or other external agency are so spe-
cific that they substantially reduce the University’s
flexibility in their utilization. Proprietary Funds
reflecting the operations of the student stores, dor-
mitories, and other auxiliary enterprises and inter-
nal service funds are shown separately from other

Unrestricted Funds. Receipts that are restricted

82.0%

76.0%



are recorded as additions to Restricted Fund bal-
ances and recognized as revenue to the extent that
such funds are expended for restricted purposes

during the current fiscal year.

Fiduciary Funds - include Loan Funds,
Endowment and Similar Funds, and Agency
Funds. Loan Funds include resources received
from donors, governmental agencies, and manda-
tory institutional matching grants which are
restricted for use in making student loans.
Endowment and Similar Funds are further catego-
rized as Endowment Funds, Term Endowment
Funds, Quasi-endowment Funds, and Annuity
and Life Income Funds. Endowment Funds are
subject to restrictions of gift instruments whereby
principal is invested and only income is utilized.
Term Endowment Funds are similar to
Endowment Funds, except that all or part of the
principal may be used after a stated period of time
or on the occurrence of a certain event. Quasi-
endowment Funds have been established by the
governing board for the same purposes as
Endowment Funds, and any portions of Quasi-
endowment funds may be expended. Annuity and
Life Income Funds are received by the University
under deferred-giving agreement contracts that
provide income to the donor and/or the donor’s
designee for life or for a fixed period of time. At
the termination of the contracts, the funds become
available for general institutional purposes or for
any restricted purpose designated by the donor in
the contract. Agency Funds are those funds of stu-
dents and organizations held by the University as
custodian. The transactions of the Agency Funds
do not result in any revenue or expenditures for
the University; therefore, these funds are not

shown in the statement of changes in fund

equity.

Plant Funds - include Unexpended Plant Funds,
Debt Service Funds, and Investment in Plant
Funds. Unexpended Plant Funds account for the
resources utilized to finance the acquisition of
long-life assets and to provide for routine renewal
and replacement of existing plant assets. Debt

Service Funds account for resources specifically

accumulated for interest and principal payments,
debt service reserve funds, and other debt related
charges. Investment in Plant Funds account for
all long-life assets of the University, construction
in progress, and related debt for funds borrowed
and expended for the acquisition of Plant Fund

assets.

Debt Administration

The University of North Carolina at Chapel Hill
has $236.7 million of revenue bonds outstanding
and $1.4 million of notes outstanding at June 30,
1995. The bonds were issued to finance the con-
struction and/or renovation of student housing
facilities, student union facilities, parking facilities,
football stadium expansion, student recreation
facilities, utilities systems, ambulatory patient care
facilities, hotel facilities, dental clinic facilities and
a facility to be leased to the United States
Environmental Protection Agency. The bonds are
payable both as to principal and interest from the
net revenue generated by the operations of the
aforementioned facilities and are consistently rated
in the AA and AAA categories by Standard and
Poor’s Corporation. The notes were issued for the
renovation of student food service facilities and for
the purchase of computer equipment. The notes
are paid from fees assessed to students and from
departmental funds.

Cash Management
The cash management plan of the University
addresses control of receipts, management of dis-
bursements, and investment of funds to maximize
earnings on the investment of cash. State law
requires that State appropriated funds be deposit-
ed with the State Treasurer with investment earn-
ings accruing to the State. Many other current
funds, loan funds, and unexpended plant funds
are not appropriated by the State but must be
deposited with the State Treasurer with invest-
ment earnings accruing to the University.
Endowment, debt service, and designated other
funds are invested by the University in accordance
with its investment policies.

The University administers a short-term

investment pool for funds not required to be on



deposit with the State Treasurer. The investment
pool is administered in conjunction with cash
receipts and disbursing requirements to minimize
idle cash and to generate current income without
loss of capital at a rate of return comparable to the
North Carolina State Treasurer. The University
uses the State’s cash management control system
to improve cash flow by electronically recording
cash receipts and disbursements for funds deposit-

ed with the State Treasurer.

Risk Management

The University is exposed to various risks of loss
related to property and employees. These risks are
addressed in several ways, including participation
in various State-administered risk pools, purchase
of commercial insurance, and self retention of cer-
tain risks. Refer to Note 10 of the Notes to the
Financial Statements for more detailed informa-
tion concerning the University’s risk management

program.

OTHER INFORMATION

Audits

State law, federal guidelines, and certain bond
covenants require that the University’s accounting
and financial records be audited by the Office of
the State Auditor each year. Additionally, the
University’s Internal Auditors perform fiscal, com-
pliance and performance audits. The reports
resulting from these audits are shared with
University management.

The audit of the University’s federal financial
assistance programs is performed by the Office of
the State Auditor in conjunction with the
statewide Single Audit. The accounting and
financial records of the Athletic Department are
audited by a public accounting firm in addition to
the State Auditor review.

All of the audit reports are available for public

inspection.

Certificate of Achievement

The Government Finance Officers Association of
the United States and Canada (GFOA) awards
certificates of achievement to governmental units
that publish readable and efficiently organized
Comprehensive Annual Financial Reports which
conform to the Association’s program standards
and satisfy both generally accepted accounting
principles and applicable legal requirements.

The University is participating in the GFOA
program by submitting this and future reports for
review and comment by GFOA. The University
will strive to meet all GFOA requirements and to

receive the certificate of achievement.
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CombinedALANCE SHEET

Current Funds

Unrestricted Restricted

Assets General Proprietary

Cash and Cash Equivalents (Note 2) $59,010 $69,183 $72,534

Investments (Note 1D and 3) 4,705 76,855 23,282

Accounts Receivable-Students 1,344 562

Accounts Receivable-Patients (Net)(Note 1E) 38,129

Due from Federal Government 24,370

Accrued Investment Earnings 2,582 673 403

Other Receivables 2,363 4,502 11,238

Due from Other Funds 17,827 365

Due from State Agencies 1,319 121 2,265

Student Loans Recervable (Net)(Note 1E}

Inventories (Note 1F) 1,038 12,351 29

Prepaid Expenses 70 78

Land and Improvements

Furniture and Equipment

Buildings and Fixed Equipment

Other Structures and Improvements

Artworks and Literature

Construction-In-Progress

Total Assets $90,258 $202,819 $134,121
Liabilities

Accounts Payable $1,985 $4,066 $4,346

Accrued Payroll 12,912 5,240 5,417

Claims Payable 11,321

Other Payables

Contracts Payable-Retainage

Due to State Agencies 1 527

Due to Other Funds 365 7,478 16,639

Deposits Payable 8,040 780

Interest Payable

Accrued Vacation 1eave 16,479 7,363 7,343

Deferred Revenue 750 4,025

Notes Payable (Note 8)

Bonds Payable (Note 8)

Obligations Under Reverse Repurchase Agreements 21,590 8,790

Arbitrage Liability

Unamortized Bond Discount

Advance Refunding Escrow

Obligations Under Capital Leases (Note 9)

Funds Held for Others

Total Liabilities 40,532 62,390 42,535
Fund Equity

Net Investment in Plant

U.S. Government Grants Refundable

Endowment

Quasi Endowment - Unrestricted

Quasi Endowment - Restricted

Annuity and Life Income Funds

Renewal and Replacement

Retirement of Indebtedness

Restricted 91,586

Unrestricted 49,726 140,429

Total Fund Equity 49,726 140,429 91,586

Total Liabilities and Fund Equity $90,258 $202,819 $134,121

The accompanying notes are an integral part of the financial statements.






Statement oF CHANGES IN FUND EQUITY

Current Funds

Unrestricted Restricted
Revenues and Other Additions General Proprietary

State Appropriations $302,337

Tuition and Fees 81,465

Federal Contracts and Grants 45,638 $214,333

State Contracts and Granrs 1,347 28,727

Private Gifts, Contracts and Grants 4,209 $780 61,897

Sales and Services 3,642 220,958 5,208

Endowment Income 3,399 4,467

Investment Earnings 6,501 6,003 175

Realized Gain on Sale of Investments 222

Expended for Plant Facilities

Retirement of Indebtedness

Other Revenues and Additions 2,401 3,278 4,333

Total Revenues and Other Additions 451,161 231,019 319,140
Expenditures and Other Deductions

Educational and General 443,544 261,289

Auxiliary Enterprises 83,823

Internal Service 5,709

Debt Service Fees

Professional Clinical Services 99,140

Indirect Costs Recovered 49,491

Refunded to Grantors 717

Administrative and Collection Costs,

Loan Cancellations and Bad Debts

Expended for Plant Facilities

Retirement of Indebtedness

Interest on Indebtedness

Disposal of Plant Facilities

Realized Loss on Sale of Investments 1,391

Other Expenditures and Deductions

Total Expenditures and Other Deductions 444935 188,672 311,497

Excess of Revenues Over (Under) Expenditures 6,226 42,347 7,643
Transfers - Additions (Deductions)

Mandatory Transfers (482) (20,268) (8)

Non-Mandatory Transfers 2,187 (8,748) 6,112

Interinstitutional Transfers (2,309)

Net Transfers (604) (29,016) 6,104
Net Increase in Fund Equity 5,622 13,331 13,747
Fund Equity July 1, 1994 44,104 127,098 77,839
Fund Equity June 30, 1995 $49,726 $140,429 $91,586

The accompanying notes are an integral part of the financial statements.



The University of North Carolina at Chapel Hill
Fiscal Year Ended June 30, 1995 (in thousands)

Fiduciary Funds Plant Funds
Loan Endowment and Similar Funds Unexpended Debt Service Investment in Plant
$29,105
$23 $9,589 689 $2,092
51 353
1,064 112 2,099 $375
29 12,714 91
68,590
7,104
59 2,414 417
1,226 25,182 32,310 466 77,786
142
227
26,405
7,104
14,085
12,818
10,300
4,436 3,821
227 14,736 26,405 21,331 16,639
999 10,446 5,905 (20,865) 61,147
50 (809) 21,517
217 (8,545) 8,777
1,336 (45)
267 (7,209) 7,923 21,517 0
1,266 3,237 13,828 652 61,147
35,661 270,211 34,830 16,421 872,916
$36,927 $273,448 $48,658 $17,073 $934,063




Statement oF CURRENT FUNDS, REVENUES,

EXPENDITURES AND OTHER CHANGES

The University of North Carolina at Chapel Hill
Fiscal Year Ended June 30, 1995 (in thousands)

Unrestricted Total Current
General Proprietary Total Restricted Funds
Revenues
State Appropriations $302,337 $302,337 $302,337
Tuition and Fees 81,465 81,465 81,465
Federal Contracts and Grants 45,638 45,638 $163,164 208,802
State Contracts and Grants 1,347 1,347 25,047 26,394
Private Gifts, Contracts and Grants 4,209 $780 4,989 62,679 67,668
Sales and Services 3,642 220,958 224,600 224,600
Endowment Income 3,399 3,399 10,399 13,798
Investment Earnings 6,501 6,003 12,504 12,504
Realized Gain on Sale of Investments 222 222 222
Other Revenues 2,401 3,278 5,679 5,679
Total Current Revenues 451,161 231,019 682,180 261,289 943,469
Expenditures
Educational and General
Instruction 218,397 218,397 82,926 301,323
Organized Research 22,600 22,600 132,217 154,817
Public Service 46,298 46,298 22,019 68,317
Academic Support 40,398 40,398 3,025 43,423
Student Services 9,573 9,573 425 9,998
Institutional Support 35,500 35,500 2,198 37,698
Physical Plant Operations 58,896 58,896 766 59,662
Student Financial Aid 11,882 11,882 17,713 29,595
Total Educational and General 443,544 0 443,544 261,289 704,833
Auxiliary Enterprises 83,823 83,823 83,823
Internal Service 5,709 5,709 5,709
Professional Clinical Services 99,140 99,140 99,140
Realized Loss on Sale of Investments  1;391 1,391 1,391
Total Current Expenditures 444,935 188,672 633,607 261,289 894,896
Transfers and Additions/(Deductions)
Excess of Restricted Receipts over
Transfers to Revenues 8,360 8,360
Refunded to Grantors (717) (717)
Mandatory Transfers (482) (20,268) (20,750) (8) (20,758)
Non-Mandatory Transfers 2,187 (8,748) (6,561) 6,112 (449)
Interinstitutional Transfers (2,309) (2,309) (2,309)
Net Increase in Fund Equity $5,622 $13,331 $18,953 $13,747 $32,700

The accompanying notes are an integral part of the financial statements.






INotes 10 THE FINANCIAL STATEMENTS

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES

A. Financial Reporting Entity
The concept underlying the definition of the
financial reporting entity is that elected officials
are accountable to their constituents for their
actions. As required by generally accepted
accounting principles, the financial reporting enti-
ty includes both the primary government and all
of its component units. An organization other
than a primary government may serve as a nucleus
for a reporting entity when it issues separate finan-
cial statements. The University of North Carolina
at Chapel Hill is a constituent institution of the
sixteen campus University of North Carolina
System which is a component unit of the State of
North Carolina and an integral part of the State’s
Comprehensive Annual Financial Report.

The University of North Carolina at Chapel
Hill is a primary entity, and serves as a reporting
entity for its component units, for which the elect-
ed officials of the primary entity are financially
accountable. The accompanying financial state-
ments present all funds for which the University’s
Board of Trustees is accountable. Although legally
separate, The University of North Carolina at
Chapel Hill Foundation, Inc. (Foundation) is
reported as if it were part of the University. The
Foundation’s sole purpose is to aid, support, and
promote teaching, research and service in the vari-
ous educational, scientific, scholarly, professional,
artistic and creative endeavors of the University.

The Foundation is governed by a 17 member
board consisting of nine ex officio directors and
eight elected directors. Ex officio directors include
the Chairman of the Board of Trustees of the
University of North Carolina at Chapel Hill, the
Chancellor, the Vice Chancellor for Business and
Finance, and the Vice Chancellor for
Development (nonvoting). In addition, two ex
officio directors are elected by the Board of
Trustees from the membership of that board and

three ex officio directors are elected by the Board

of Trustees from the membership of the Board of
Trustees of the Endowment Fund of the
University of North Carolina at Chapel Hill who
have not otherwise been selected. The eight
remaining directors are elected to membership on
the Foundation Board of Directors by action of
the ex officio directors.

The Foundation’s financial statements have
been blended with those of the University.
Separate financial statements for the Foundation
may be obtained from the University. Other relat-
ed foundations and similar non-profit corpora-
tions for which the University is not financially
accountable are not part of the accompanying

financial statements.

B. Basis of Presentation

The accompanying financial statements are pre-
sented in accordance with generally accepted
accounting principles guided by standards of the
Financial Accounting Standards Board, except in
circumstances where the Governmental
Accounting Standards Board has issued a pro-
nouncement applicable to public colleges and uni-
versities. The University also follows the fund
accounting and reporting guidelines set forth by
the American Institute of Certified Public
Accountants in its Industry Audit Guide, Audizs of

Colleges and Universities.

C. Fund Accounting
In order to ensure observance of limitations and
restrictions placed on the use of the resources
available to the University, the accounts are main-
tained in accordance with the principles of fund
accounting. Resources for various purposes are
accounted for in separate and distinct funds estab-
lished in accordance with the activities or objec-
tives specified. Separate accounts are maintained
for each fund; however, in the accompanying
financial statements, funds that have similar char-
acteristics have been combined into fund groups.
Current Funds are used to account for all

financial transactions of the general operations of



the University with the unrestricted and restricted
funds shown separately. Proprietary funds show-
ing the operations of the student stores, dormito-
ries, and other auxiliary enterprises and internal
service funds are shown separately from other
unrestricted funds.

Fiduciary Funds are used to account for the
Loan Funds, Endowment and Similar Funds, and
Agency Funds held by the University. The
Agency Funds are those funds belonging to stu-
dents and organizations which are held by the
University as custodian. The transactions of the
Agency Funds do not result in any revenue or
expenditures for the University; therefore, these
funds are not shown in the statement of changes
in fund equity.

Plant Funds are used to account for
Unexpended Plant Funds, Debt Service Funds,
and Investment in Plant Funds. The Debt Service
Funds include the Repair and Replacement
reserves as well as the reserves for Retirement of
Indebtedness.

D. Investments

Purchased securities are stated at cost.
Investments acquired by gift or bequest are stated
at market or appraised value at date of gift.
Investments of the University’s endowment funds
are pooled, unless required to be separately invest-
ed, on a market value basis with each individual
fund subscribing to or disposing of units on the
basis of the market value per unit at the beginning
of the month within which the transaction takes
place. Investment return of the University’s pooled
endowment funds is predicated on the total return
concept (yield plus appreciation). Annual pay-outs
from the University’s pooled endowment funds,
which can vary between 4% and 7% of average
market value, are determined by increasing the
prior year pay-out per share by the inflation rate.
To the extent that the total return for the current
year exceeds the pay-out, the excess is added to
principal. If current year earnings do not meet the
pay-out requirements, the University uses accumu-

lated income and appreciation to make up the

difference.

E. Receivables and Allowance for

Doubtful Accounts

The receivables for the UNC Physicians &
Associates, the Dental Faculty Practice (both
included in the current proprietary fund group)
and the Loan Funds are shown in the accompany-
ing financial statements net of the allowance for
doubtful accounts of $19,473,000, $105,000, and
$956,000 respectively. The accounts and notes
receivable for other funds are shown at book value
with no provision for doubtful accounts consid-

ered necessary.

F. Inventories
Inventories are priced at cost or average cost
except for the Student Stores inventory which is

valued at the lower of cost or market.

G. Fixed Assets and Depreciation

Physical plant and equipment are stated at cost at
date of acquisition or fair market value at date of
donation in the case of gifts. The University capi-
talizes equipment which has a value or cost in
excess of $500 at the date of acquisition and an
expected useful life of one or more years. Library
books acquired prior to June 30, 1983 are valued
on the basis of industry statistics and expert judg-
ments. Depreciation on physical plant and equip-

ment is not recorded.

H. Compensated Absences
The University accrues a liability for annual leave
based on salary rates and accumulated leave bal-
ances at June 30. Employees may accumulate a
maximum of 30 days annual leave which may be
carried forward each January 1st and for which an
employee can be paid upon termination of
employment. Also, any accumulated vacation
leave in excess of 30 days at year end is converted
to sick leave. Therefore, the accumulated annual
leave at June 30 would equal the leave carried for-
ward the previous December 31 plus the leave
earned less the leave taken between January 1 and
June 30.

The University has the policy of recording
the cost of sick leave when taken and paid rather
than when the leave is earned. The policy pro-



vides for unlimited accumulation of sick leave, but
the employee cannot be compensated for
any unused sick leave upon termination of

employment.

L Current Funds Revenues

Current funds revenues include (1) all unrestricted
gifts, grants, and other resources earned during the
reporting period and (2) restricted resources to the
extent that such funds were expended. Current
funds revenues do not include restricted current
funds received but not expended or resources that
are restricted by external persons or agencies to

other than current funds.

J. Interfund Borrowing

All temporary interfund borrowings have been
made from current unrestricted general funds
without interest. The amounts due are payable

currently.

NOTE 2: CASH AND CASH EQUIVALENTS

The General Statutes of North Carolina require
that all cash be deposited with the State Treasurer,
except endowment funds, special funds, funds
received for services rendered by health care profes-
sionals, and revenue bond funds. Special funds
consist of moneys for intercollegiate athletics and
agency funds.

Cash and cash equivalents include cash on
hand, cash on deposit with the State Treasurer, and
commercial bank accounts, totaling $385,969,000.
At year-end, cash on hand was $60,000. The carry-
ing amount of the University’s deposits with the
State Treasurer was $379,710,000 and the bank
balance was $384,166,000.

Treasurer’s policy and practice for the deposits not

It is the State

covered by federal depository insurance to be cov-
ered by collateral held by the State of North
Carolina’s agent in the State’s name. The carrying
amount of the University’s deposits not with the
State Treasurer was $6,199,000 and the bank bal-
ance was $9,330,000. Of the bank balance,
$1,105,000 was covered by federal depository insur-
ance or by collateral held by the University’s agent
in the University’s name, and $8,225,000 was unin-

sured and uncollateralized.

NOTE 3: INVESTMENTS

The University is authorized by the University of
North Carolina Board of Governors to invest its
special funds and funds received for services ren-
dered by health care professionals in the same man-
ner as the State Treasurer is required to invest by
General Statutes. North Carolina General Statutes
147-69.1(c) and 147-69.2 authorize the State
Treasurer to invest in the following:

Obligations of or fully guaranteed by the
United States and the obligations of certain federal
agencies; Repurchase agreements; Obligations of
the State of North Carolina; Savings certificates
issued by specified savings and loan associations;
Certificates of deposit issued by specified banks;
shares of or deposits in specified savings and loan
associations; Prime quality commercial paper bear-
ing specified ratings; Bills of exchange or time
drafts drawn on and accepted by specified com-
mercial banks and eligible for use as collateral by
member banks in borrowing from a Federal
Reserve Bank; General obligations of other states
in the United States; General obligations of cities,
counties, and special districts in North Carolina;
Asset-backed securities (whether considered debt
or equity) bearing specific ratings; Obligations of
any company, other organization or legal entity
bearing specified ratings; Notes secured by mort-
gages insured by the Federal Housing
Administration or guaranteed by the Veterans
Administration on real estate located within the
State of North Carolina; Limited partnership
interest in partnerships which are managed pri-
marily for the purpose of investment in venture
capital or corporate buyout transactions, not to
exceed $30 million; Obligations or securities of
the North Carolina Enterprise Corporation, or of
a limited partnership in which the North Carolina
Enterprise Corporation is the only general partner,
not to exceed $20 million.

General Statutes require that bond proceeds be
invested in accordance with the bond resolutions.
The University’s bond resolutions require that bond
proceeds and debt service funds be invested in
obligations which will by their terms mature on or
before the date funds are expected to be required for

expenditure or withdrawal.



The University has entered into reverse repur-
chase agreements. A reverse repurchase agreement
is a sale of securities with a simultaneous agree-
ment to repurchase them in the future at the same
price plus a contract rate of interest. The market
value of the securities underlying reverse repur-
chase agreements normally exceeds the cash
received, providing the dealers a margin against a
decline in market value of the securities. If the
dealers default on their obligations to resell these
securities to the University or provide securities or

cash of equal value, the University would suffer an

economic loss equal to the difference between the
market value plus accrued interest of the underly-
ing securities and the agreement obligation,
including accrued interest. This credit exposure at
year-end was $4,305,000.

The Board of Trustees of the Endowment
Fund of The University of North Carolina at
Chapel Hill has established a policy that emphasizes
growth orientation in the investment of endowment
funds.

Investments of Endowment and Similar
Funds at June 30, 1995 were:

(in thousands)
Market Value Book Value
Investments by Fund Type:
Endowment $237,153 $195,358
Quasi Endowment Unrestricted 44,141 41,551
Quasi Endowment Restricted 40,362 29,225
Annuity and Life Income Funds 13,410 12,012
Term Endowment 10 10
Total $335,076 $278,156
Pooled and Non-pooled:
Money Market $5,810 $5,810
Equities 149,007 108,380
Fixed Income 105,052 98,851
Other 75,207 65,115
Total $335,076 $278,156

University investments are categorized below to
give an indication of the level of credit risk at year-
end. Category 1 includes investments that are
insured or registered or for which the securities are
held by the University or its agent in the
University’s name. Category 2 includes uninsured
and unregistered investments for which the securi-

ties are held by the financial institution’s trust

department or agent in the University’s name.
Category 3 includes uninsured and unregistered
investments for which the securities are held by
the broker or dealer, or by a financial institution’s
trust department or agent but not in the
University’s name.

A summary of the University’s invest-

ments at June 30, 1995 is presented below.

Category Carrying Market
(in thousands) 1 2 3 Amount Value
Categorized Investments:
U.S. Government Securities $76,828 $836 $0 $77,664 $82,116
Collateralized Mortgage Obligations 30,782 0 0 30,782 31,446
State and Municipal Securities 10,866 0 0 10,866 10,668
Corporate Bonds 25,076 0 0 25,076 26,841
Corporate Stock 107,340 250 635 108,225 131,449
International Bonds-Corporate 3,183 0 0 3,183 3,397
International Stocks 31,511 5 0 31,516 61,293
Total Categorized Investments $285,586 $1,091 $635 $287,312 $347,210
Investments Not Categorized:
Investments held by Broker-Dealers Under Reverse
Repurchase Agreements - U.S. Government Securities 135,724 136,493
Money Market Funds 34,545 34,545
Mutual Funds 59,941 62,257
Real Estate 9,923 9.923
Certificates of Deposit 3,167 3,167
Limited Partnerships 71,681 83,844
Other Investments 2,585 2,709
Total Investments Not Categorized $317,566 $332,938
Total Investments $604,878 $680,148




The University believes it is in compliance
with all legal, regulatory or contractual provisions
including the investment policy of the University
and the University Foundation, and the laws and
regulations of the State of North Carolina

A. Mortgage Backed Securities

The University invests in mortgage backed securi-
ties issued by an agency of the United States
Government, GNMA, government sponsored
enterprises (FHLMC, FNMA), private trusts and
private corporations. The securities held by the
University as of June 30, 1995, include mortgage
pass-through securities and collateralized mortgage
obligations (CMOs). The book value of these
securities reflects their cost or amortized cost.

The University invests in these securities to
increase the yield and return on its investment
portfolio given the available alternative investment
opportunities.

The values of mortgage backed securities are
generally based on the cash flows from principal
and interest receipts on the underlying mortgage
pools. Mortgage pass-through securities pay the
holder of the security the principal and interest
amounts received from the underlying pool of
mortgages as these amounts are collected from the
mortgage holders. In a CMO, cash flows from
principal and interest payments from one or more
mortgage pass-through securities or a pool of
mortgages may be reallocated to multiple classes
with different priority claims and payment streams
(commonly referred to as tranches.) A holder of
the security thus chooses the class of security that
best meets risk and return objectives. Both pass-
through securities and CMOs are subject to signif-
icant market risk due to fluctuations in interest
rates, prepayment rates and various liquidity fac-
tors related to their specific markets.

The mortgage pass-through securities held by
the University are issued by GNMA, FNMA and
FHLMC. The pass-through securities held by the
University do not include non-traditional pass-
through securities such as interest-only or princi-
pal-only strips. The mortgage pools underlying
the GNMA pass-through securities are made up of
FHA-insured or VA-guaranteed mortgage loans.
The FNMA and FHLMC securities are collateral-

ized by pools of GNMA, FNMA or FHLMC
securities.

The CMO:s held by the University are issued
by FNMA, FHLMC and by certain trusts and pri-
vate corporations. These securities are collateral-
ized by pools of GNMA, FNMA and FHLMC
securities.

Both traditional pass-through securities and
CMOs are subject to credit related losses in the
event of non-performance by the issuers of these
instruments. The securities issued by GNMA are
backed by the full faith and credit of the U.S. gov-
ernment. FHLMC and FNMA have guaranteed
full and timely payment of principal and interest
from the underlying pools of mortgages. The
University does not expect any issuers, including
the private trusts and corporations, to fail to meet
their obligations given their high credit ratings. As
of June 30, 1995, all pass-through securities and
CMO:s held by the University had AAA ratings by

Standard & Poor’s and Moody’s Investors Service.

B. Other Asset Backed Securities

The University invests in various asset backed
securities. As of June 30, 1995, these securities
include mortgage servicing rights issued through
the United States Small Business Administration
(SBA), automobile loan securitizations and credit
card securitizations. The University also invests in
securities issued through the SBA which pay
monthly interest at a rate equal to the prime rate
minus 2% and the par value of the security at
maturity. The book value of these securities
reflects their amortized cost.

The University invests in the various asset
backed securities to increase the yield and return
on its investment portfolio given the available
alternative investment opportunities. The SBA
floating rate securities are used as a hedge against a
rise in the level of interest rates.

The values of these securities are generally
based on the cash flows to be received from the
underlying pools of assets. Accordingly, these
securities are subject to significant market risk due
to fluctuations in interest rates, prepayment rates
and various liquidity factors related to their specif-
ic markets. For the SBA floating rate securities,

the coupon income from holding these securities



varies with the level of interest rates. As interest
rates rise, these securities pay higher levels of
coupon income, and as rates fall, the interest
income declines.

These security holdings are subject to credit
related losses in the event of non-performance by
the issuers or counterparties to these instruments.
However, the University does not expect any
issuers or counterparties to fail to meet their oblig-
ations given their high credit ratings. The credit
risk is reduced by the assets that collateralize these
securities which could be liquidated at market val-
ues at the time of non-performance. The SBA
floating rate securities are backed by the full faith
and credit of the U.S. government.

C. Futures

The University purchases and sells equity index
futures and futures on domestic and foreign secu-
rities and currencies. The University uses the
futures market to securitize excess cash holdings,
to gain exposure to non-U.S. markets, to exploit
foreign interest rate yield opportunities, to diversi-
fy its overall investment portfolio, to lower its
transaction costs and to improve its liquidity.

Futures contracts are traded on margin on
various futures and options exchanges. Since there
is no direct cost in establishing any given futures
position, the book value of these securities is
recorded at a $0. The margin amounts remitted
by the University to the brokerage houses are
reflected in the University’s cash and cash equiva-
lent or government securities holdings. Gains or
losses from trading the futures are recognized in
income when the futures positions are closed or
liquidated. Unlike most securities investments,
the losses on futures contracts can exceed their cost
of $0. As of June 30, 1995, the futures held by
the University had an unrealized gain of
$319,716.

The market value of a futures contract is
dependent on the value of its underlying cash mar-
ket security or securities. Accordingly, the futures
contracts held by the University are sensitive to
changes in their respective foreign currency rates
or security values. They are also sensitive to

changes in the level of interest rates.

The University trades futures on organized
exchanges which mitigates its credit risk of default
by a counterparty. As of June 30, 1995, the
futures contracts held by the University had expi-
ration dates not exceeding September 1995.

D. Options
The University purchases and sells options on
futures of foreign securities and currencies. All
options are traded through domestic and foreign
exchanges.

The University uses the options to hedge cer-
tain of its futures positions, to gain exposure to
non-U.S. markets, to exploit foreign interest rate
yield opportunities, and to further diversify its
overall investment portfolio.

The University records the book values of
long and short call and put option contracts at the
option premium paid (if the option is purchased)
or collected (if the option is written). The
University records the book value of the options
in an investment account at an amount equal to
the quantity of contracts purchased (sold) at the
respective option premium price paid (collected).
When the option contract expires, or is repur-
chased or exercised, the University records any
resulting gain or loss in related income accounts.
Certain of these options were purchased with a
foreign currency. The cost of the positions have
been converted to U.S. dollar equivalents using
the applicable spot market exchange rate on the
date they were established. Unlike purchased
options and most securities investments, losses on
written options can exceed their cost. As of June
30, 1995, the University had purchased and out-
standing option transactions with an original net
premium (in U.S. dollar equivalents) of $129,992
and a market value of $64,455 and (written) and
outstanding option transactions with an original
net premium (in U.S. dollar equivalents) of
($47,955) and a market value of ( $38,157).

The option contracts held by the University
vary with changes in the market price of their
underlying futures contracts and accordingly also
fluctuate with changes in their respective foreign
currency rates or security values.

The University’s option contracts are traded

on organized exchanges which mitigates its credit



risk of default by a counterparty. As of June 30,
1995, the option contracts held by the University
have expiration dates not exceeding September

1995.

E. Indirect Derivative Holdings

The University uses various external money man-
agers to identify specific investment funds and
limited partnerships that meet asset allocation and
investment management objectives. The
University invests in these funds and partnerships
to increase the yield and return on its investment
portfolio given the available alternative investment
opportunities and to diversify its asset holdings.
These investments generally include equity and
bond funds. Certain of these investments expose
the University to significant amounts of market
risk by trading or holding derivative securities and
by leveraging the securities in the fund. The book
value of these investments reflects their cost.

The University limits the amount of funds
managed by any single asset manager and also lim-
its the amount of funds to be invested in particular
security classes. The largest fund investments
which utilize derivative securities for the fiscal year
ending June 30, 1995, are described below. The
amounts shown below represent the book value of
the University’s investment in a fund or group of
funds and are not the book values of the deriva-
tives each fund is holding.

The GMO Trust

The GMO trust is an open-end management
investment company that offers 20 diversified and
non-diversified portfolios that each have unique
investment objectives and strategies. The
University participates in eight of these portfolios
which invest in a variety of currency, interest rate
and indexed derivative securities including futures,
options on futures, structured notes, structured
securities, forwards and swaps. The book value of
the University’s investments in the portfolios as of
June 30, 1995, is as follows:

Total funds invested in GMO Trust portfolios ~ $31,171,565
Less: Amounts due to private foundations 9,249,274
Net University funds invested $21,922,291

The University’s net holdings in the GMO Trust
represent approximately 5.23% of its total invest-

ments.

Jaguar Fund N.V. (the “Jaguar Fund”)

The Jaguar Fund intends to pursue an aggressive
investment posture. Its primary investment objec-
tive is capital appreciation. The Jaguar Fund
invests principally in capital stocks, warrants,
bonds debentures, notes and options. The Jaguar
Fund takes short positions with respect to such
securities and borrows money from brokerage
firms and banks on a demand basis to make such
investments. The Jaguar Fund investment manag-
er also purchases options on equity securities,
stock market indices, debt securities and foreign
currencies. The investment manager trades com-
modity futures contracts and commodity options
contracts. The Jaguar Fund’s assets may be further
leveraged or hedged by the writing of calls and
puts or by the use of commodity futures contracts
and commodity options contracts. The
University’s net book value in the Jaguar Fund as
of June 30, 1995, is as follows:

Total funds invested in the Jaguar fund $29,095,585
Less: Amounts due to private foundations _ 8,634,340
Net University funds invested $20,461,245

The University’s net holdings in the Jaguar Fund
represent approximately 4.88% of its total invest-

ments.

Oppenheimer Institutional Horizon Ltd.
(Oppenheimer)

The Oppenheimer investment objective is to max-
imize total return through capital appreciation and
current income from a diversified portfolio of
investments in primarily securities and other oblig-
ations of companies which are experiencing signifi-
cant financial or business difficulties.
Oppenheimer may invest in debt obligations of
troubled companies, acquire private claims and
obligations of troubled companies, participate in
or fund a plan of reorganization, engage in debtor
in possession financing, or purchase or write cov-
ered options on individual securities. Trading
options is not expected to constitute a significant
portion of Oppenheimer’s investment program.
The University’s net book value in Oppenheimer
as of June 30, 1995, is as follows:



Total funds invested in Oppenheimer fund $22,300,000
Less: Amounts due to private foundations 5,809,170
Net University funds invested $16,490,830

The University’s net holdings in Oppenheimer
fund represent approximately 3.93% of its total

investments.

Teton Partners, Limited Partnership

(“Teton L.P.”)

The investment objective of the Teton L.P. is to
achieve above-average capital returns through an
actively managed portfolio of investments in com-
panies located throughout the world. The Teton
L.P. holds primarily equity and equity related
securities, including options on certain securities.
The investment advisor makes substantial invest-
ments in repurchase and reverse repurchase agree-
ments, foreign currencies, commodities, futures
and forward contracts and other money market
instruments. Generally the securities are pur-
chased or sold on the stock exchange in the coun-
try where the issuing company is organized,
although from time to time securities, including
non-publicly traded securities, may be purchased
in private transactions. The University’s net book
value in the Teton L.P. as of June 30, 1995, is as

follows:

Total funds invested in the Teton L.P. $20,000,000
Less: Amounts due to private foundations 5,599,200
Net University funds invested $14,400,800

The University’s net holdings in the Teton L.P.
represent approximately 3.44% of its total invest-

ments.

Pequot Endowment Fund Limited Partnership
(“Pequot L.P.”)
The objective of Pequot L.P. is to invest, reinvest

and trade in securities and other financial instru-

ments and rights and options relating thereto.
The Pequot L.P. invests in and sells short a variety
of securities. It also writes, purchases, holds and
sells and otherwise deals in call and put options on
stocks and stock market indices. The University’s
net book value in the Pequot L.P. as of June 30,
1995, is as follows:

Total funds invested in Pequot L.P. $ 8,000,000
Less: Amounts due to private foundations 2,449,650
Net University funds invested $5,550,350

The University’s net holdings in the Pequot L.P.
represent approximately 1.32% of its total invest-

ments.

Raptor Global Fund Ltd. (the “Raptor Fund”)
The Raptor Fund invests for long-term apprecia-
tion in a broad range of securities. These securities
are primarily equity securities, but will also include
debt securities, futures, and forward contracts, and
various other derivative and hybrid instruments on
a fully discretionary basis. Some of the positions
taken are through leveraged transactions. The
University’s net book value in the Raptor Fund as
of June 30, 1995, is as follows:

Total funds invested in the Raptor Fund $ 7,500,000
Less: Amounts due to private foundations 2,099,700
Net University funds invested $ 5,400,300

The University’s net holdings in the Raptor Fund
represent approximately 1.29% of its total invest-

ments.

NOTE 4 - INTERFUND RECEIVABLES
AND PAYABLES:

Due from/to Other Funds as of June 30, 1995 are

summarized below (in thousands):

Due To

Unrestricted Proprietary Debt Service Total
Due From General Fun Funds Due From
Unrestricted General $365 $365
Proprietary Funds $817 $6,661 7,478
Restricted Funds 16,639 16,639
Endowment and Similar Funds 334 334
Unexpended Plant Funds 37 2,067 2,104
Total Due To $17,827 $365 $8,728 $26,920




NOTE 5: PENSION PLANS

A. Retirement Plans

Each permanent full-time employee, as a condi-
tion of employment, is a member of either the
Teachers’ and State Employees’ Retirement
System of North Carolina or the Optional

Retirement Program.

The Teachers’ and State Employees’
Retirement System (System) is a cost-sharing mul-
tiple-employer public employee retirement system
(PERS) established and administered by the State
of North Carolina to provide pension benefits for
employees of the State. After five years of cred-
itable service, employees qualify for a vested
deferred benefit. Employees who retire on or after
age 65 and complete 5 years of membership ser-
vice (age 55 and 5 years of creditable service for
law enforcement officers), reach age 60 with 25
years of membership service, or complete 30 years
of creditable service receive a retirement allowance
of 1.73% of an average final compensation (based
on the 4 consecutive years that produce the high-
est average) multiplied by the number of years of
creditable service. Employees may retire with
reduced benefits if they reach age 50 with 20 years
of creditable service or reach age 60 with 5 years of
creditable service (age 50 with 15 years creditable
service for law enforcement officers).

The funding policy for the Teachers’ and
State Employees’ Retirement System provides for
periodic employer and member contributions at
actuarially determined rates that, expressed as per-
centages of annual covered payroll, are sufficient to
accumulate assets needed to pay benefits when
due. The system is funded by member contribu-
tions of 6% of compensation and by employer
contributions of 8.38% of covered payroll for the
period July 1, 1994 through June 30, 1995, in
addition to investment income. Benefit and con-
tribution provisions are established by G.S. 135-5
and 135-8 and may be amended only by the
North Carolina General Assembly.

For the year ended June 30, 1995, the
University had a total payroll of $478,307,000 of
which $246,700,000 was covered under the

Teachers’ and State Employees’ Retirement

System. Total employee and employer contribu-
tions for pension benefits for the year were
$14,802,000 and $20,673,000 respectively. The
University has no pension plan obligations beyond
the matching already paid into the System.

The pension benefit obligation, which is the
actuarial present value of credited projected bene-
fits, is a standardized disclosure measure of the
present value of pension benefits, adjusted for the
effects of projected salary increases, estimated to be
payable in the future as a result of employee ser-
vice to date. The measure is intended to help
users assess the System’s funding status on a going-
concern basis, assess progress made in accumulat-
ing sufficient assets to pay benefits when due, and
make comparisons among public employee retire-
ment systems. The measure is independent of the
actuarial funding method, if any, used to deter-
mine contributions to the System.

The Teachers’ and State Employees’
Retirement System does not make separate mea-
surements of assets and pension benefit obligation
for individual employers. The pension benefit
obligation at December 31, 1994, for the System
as a whole, as determined through an independent
actuarial valuation, was approximately
$19,702,816,000. System net assets available for
benefits at December 31, 1994 (valued at cost)
were approximately $20,394,957,000. The mar-
ket value of System net assets available for benefits
at December 31, 1994 was approximately
$21,865,246,000.

Additional detailed information, including
the significant actuarial assumptions for the plan,
and historical trend data for the System can be
located in the State of North Carolina
Comprehensive Annual Financial Report.

The Optional Retirement Program
(Program) is a defined contribution retirement
plan which provides retirement benefits with
options for payments to beneficiaries in the event
of the participant’s death. Administrators and eli-
gible faculty of the University may join the
Program instead of the Teachers’ and State
Employees’ Retirement System. The Program
offers plans administered by the Teachers’

Insurance Annuity Association and College



Retirement Equities Fund (TIAA-CREF), as well
as Lincoln National Life Insurance Company, and
the Variable Annuity Life Insurance Company
(VALIC). Participant eligibility and contributory
requirements are established by General Statute
135-5.1. Participants contribute 6% of their
salary and the University matches with a 6.58%
contribution for pension benefits. The University
assumes no liability other than its contribution.

Participants in the Program are vested after
five years of service, but plan administrators must
return the value of the participant’s and
University’s contribution to both the participant
and the University if termination occurs prior to
five years of service. Participants may direct their
contributions to TIAA-CREF, Lincoln National,
VALIC or combinations of the aforementioned.
Participants in all three plans may choose to invest
among several alternatives, including fixed and
variable accounts.

For the year ended June 30, 1995, the
University had a total payroll of $478,307,000 of
which $142,462,000 was covered under the
Optional Retirement Program. Total employee
and employer contributions for pension benefits
for the year were $8,548,000 and $9,374,000

respectively for the Program.

B. Deferred Compensation and Supplemental
Retirement Income Plans

IRC Section 457 Plan - The State of North
Carolina offers its permanent employees a deferred
compensation plan created in accordance with
Internal Revenue Code Section 457. The plan
permits each participating employee to defer a
portion of his or her salary until future years. The
deferred compensation is available to employees
upon separation from service, death, disability,
retirement or due to financial hardships if
approved by the Board of Trustees of the plan.
The plan is accounted for as an agency fund of the
State and is included in the Comprehensive
Annual Financial Report of the State of North
Carolina. All costs of administering and funding
the plan are the responsibility of the plan. No
costs are incurred by The University of North

Carolina at Chapel Hill. All amounts, property

and rights derived from deferred compensation
and income earned on the deferred compensation
are, until paid or made available to the employee
or other beneficiary, solely the property and rights
of the State of North Carolina, subject only to the
claims of the State’s general creditors. The State
maintains a fiduciary responsibility for due dili-
gence in the handling of plan assets and believes
that it is very unlikely that it will use these assets to
satisfy the claims of general creditors in the future.
The voluntary contributions by employees
amounted to $410,000 for the year ended June
30, 1995.

IRC Section 401(k) Plan - All members of
the Teachers’ and State Employees’ Retirement
System and the Optional Retirement Program are
eligible to enroll in the Supplemental Retirement
Income Plan created under Internal Revenue Code
Section 401(k). All costs of administering the
plan are the responsibility of the plan participants.
No costs are incurred by the University except for
a 5% employer contribution for the University’s
law enforcement officers which is mandated under
General Statute 143-163.30(e). Total employer
contributions on behalf of University law enforce-
ment officers for the year ended June 30, 1995
were $48,000. The voluntary contributions by
employees amounted to $681,000 for the year
ended June 30, 1995.

IRC Section 403(b) and 403(b)(7) Plans -
All permanent University employees who are at
least half-time can participate in tax sheltered
annuity plans created under Internal Revenue
Code Sections 403(b) and 403(b)(7). The
employee’s eligible contributions, made through
salary reduction agreements, are exempt from fed-
eral and state income taxes until the annuity is
received or the contributions are withdrawn.
These plans are exclusively for employees of uni-
versities and certain charitable and other non-prof-
it institutions. All costs of administering and
funding these plans are the responsibility of the
plans. No costs are incurred by the University.
The voluntary contributions by employees
amounted to $12,691,000 for the year ended June
30, 1995.



NOTE 6: OTHER POST-EMPLOYMENT BENEFITS

A. Health Care

The University participates in State administered
programs which provide health care benefits to eli-
gible former employees. These benefits are estab-
lished by Chapter 135, Article 3, Part 3, of the
General Statutes and may be amended only by the
North Carolina General Assembly. Funding for
the health care benefit for long-term disability
beneficiaries and retirees is financed on a pay-as-
you-go basis. The University contributes 2.00%
of covered payroll under the Teachers’ and State
Employees’ Retirement System and the Optional
Retirement Program for retiree health care bene-
fits. For the fiscal year ended June 30, 1995, the
University’s total contribution for postemploy-
ment health care benefits was $7,783,000. The
University assumes no liability for retiree health
care benefits provided by the programs other than
its contribution. Additional detailed information
about these programs can be located in the State of
North Carolina’s Comprehensive Annual

Financial Report.

B. Long-Term Disability

The University participates in the Disability
Income Plan of North Carolina (the Plan). The
Plan, established by Chapter 135, Article 6, of the
General Statutes, provides disability benefits to eli-
gible members of the Teachers’ and State
Employees’ Retirement System or the Optional
Retirement Program. Long-term disability income
benefits are advance funded on an actuarially
determined basis using the one-year term cost
method. The University contributes .42% of cov-
ered payroll under the Teachers” and State
Employees’ Retirement System and the Optional
Retirement Program to the Plan. For the fiscal
year ended June 30, 1995, the University’s total
contribution to the Plan was $1,634,000. The
University assumes no liability for long-term dis-
ability benefits under the Plan other than its con-
tribution. Additional detailed information about
the Plan can be located in the State of North
Carolina’s Comprehensive Annual Financial

Report.

C. Death Benefir

After one year of membership in the Teachers’ and
State Employees’ Retirement System, beneficiaries
of employees who die while employed or within
180 days of the last day for which they were paid a
salary are eligible for a death benefit. The benefit
is based on salary with a minimum benefit of
$25,000 and a maximum of $50,000. Benefits are
paid from the Teachers’ and State Employees’
Benefit Trust fund (Trust Fund). The University
contributes .16% of covered payroll under the
Teachers’ and State Employees’ Retirement
System to the Trust Fund. For the year ended
June 30, 1995, the University’s total contribution
to the Trust Fund was $395,000. The University
assumes no liability for death benefits provided by
the Trust Fund other than its contribution.
Additional detailed information about the Trust
Fund can be located in the State of North
Carolina’s Comprehensive Annual Financial

Report.

NOTE 7: COMMITMENTS AND CONTENGENCIES

A. Construction Commitments

The University had commitments of $54,191,000
for various construction projects that include com-
pletion of buildings and replacement of the power
plant and related steam lines. These commitments
are funded by bond proceeds of $9,276,000, state
appropriations of $20,492,000, University funds of
$21,467,000 and other outside sources in the
amount of $2,956,000.

B. Contingencies

The University is a party to various litigation and
other claims in the ordinary course of its operations.
Two construction related claims of $4,085,000 and
$2,000,000 respectively have been asserted against
the University. An additional claim related to an
expansion project is expected to be submitted in an
estimated amount of $2,000,000. Since it is not
possible to predict the ultimate outcome of these
matters, no provision for any liability has been
made in the financial statements. University man-

agement is of the opinion that the liability, if any,



for any other matter will not have a material adverse NOTE 8: LONG-TERM DEBT

effect on the financial position of the University.
The University was indebted for notes payable in
the amount of $1,442,000 at June 30, 1995 for

the purposes shown in the following table.

(in thousands) Principal
Original Paid Principal
Interest Final Principal Through Outstanding
Purpose Rate Maturity Date Amount 06/30/95 06/30/95
Food Service 62% of prime Aug. 22, 1997 $4,500 $3,656 $844
Office of Information
Technology 6.7% July 20, 1996 1,587 989 598
Total Notes Payable $6,087 $4,645 $1,442

The University was indebted for bonds payable in
the amount of $236,734,000 at June 30, 1995 for

the purposes shown in the following table.
(in thousands)

Principal ~ Accretion
Original Paid on Capital  Principal

Interest Final Principal Through Appreciation Outstanding
Purpose Series Rate Maturity Date Amount  06/30/95 Bonds 06/30/95
Student Family Housing “A” 3.500% Sept. 1, 2002 $995
“B” 3.000% Sept. 1, 1998 1,942
Total Student Family Housing 2,937 $2,281 $656
Dormitory System “E” 2.875% Nov. 1, 2000 985
“F’ 3.000% -
3.750% Nov. 1, 2003 2,544
“G” 3.000% Nov. 1, 2005 3,000
1991 5.400% -
6.400% Nov. 1, 2011 9,830
Total Dormitory System 16,359 4,318 12,041
Utility System 1993 4.000% -
6.000% Aug 1,2011 108,455
1992 3.000% -
6.800% Aug 1, 2021 22,827 3,775
Total Utility System 131,282 7,541 3,775 127,516
Parking System “B” 6.740% June 1, 2009 11,800 1,795 10,005
Student Union 1967 3.000% Nov. 1, 2007 2,000 1,055 945
Kenan Stadium 1988 Variable Nov. 1, 2007 5,000 950 4,050
Ambulatory Care Facility 1990 Variable July 1, 2012 20,000 1,100 18,900
Amb. Care Fac. Equipment 1992 Variable Oct. 1, 2002 3,000 200 2,800
Student Recreation Center 1991 5.300% -
7.000% June 1, 2011 4,665 425 4,240
U.S. Environmental Protection 1991 8.250% -
Agency Project 9.250%  Feb. 15,2015 36,679 1,427 38,106
Carolina Inn 1994 Variable Nov. 15, 2019 13,475 13,475
School of Dentistry 1995 Variable Sept. 1, 2010 4,000 4,000

Total Bonds Payable $251,197 $19,665 $5,202 $236,734




The schedule below shows the annual require-
ments to pay principal and interest on the long-

term obligations at June 30, 1995.

(in thousands)
Annual Requirements (Principal and Interest)
Revenue
Fiscal Year Bonds Notes
1996 $19,353 $411
1997 19,516 1,031
1998 19,612 95
1999 19,904 0
2000 20,055 0
2001-2005 99,705 0
2006-2010 95,361 0
2011-2015 81,619 0
2016-2020 53,981 0
2021-2025 19,500 0
Total Requirements $448,606 $1,537
A. Demand Bonds The University has entered into a reimburse-

Included in long-term debt are several variable rate
demand bond issues. The bonds are special limit-
ed obligations of the University payable solely
from the revenues pledged for the payment there-
of. The bonds are subject to purchase on the
demand of the holder at the purchase price on the
purchase date upon proper notice to the

University’s remarketing or paying agents.

Kenan Stadium, Series 1988:

In 1988 the University issued variable rate
demand bonds in the amount of $5,000,000 that
have a final maturity date of November 1, 2007.
The bonds are subject to mandatory sinking fund
redemption that began on November 1, 1989.
The proceeds of this issuance were used for certain
additions and renovations to Kenan Memorial
Stadium. The bonds are subject to purchase on
demand with seven days’ notice and delivery to the
University’s remarketing agent, Alex Brown &
Sons.

Under an irrevocable letter of credit issued by
Wachovia Bank of North Carolina, N.A., the
trustee is entitled to draw amounts sufficient to
pay principal and interest on the bonds and the
remarketing agent is entitled to draw amounts suf-
ficient to pay the purchase price and accrued inter-
est on bonds delivered to it for purchase. In the
event that the bonds cannot be remarketed, the
letter of credit will provide the necessary financing.

The letter of credit terminates on July 15, 2000.

ment agreement with Wachovia Bank in which it
agreed to repay all amounts that are drawn under
the letter of credit, which carries a variable interest
rate. The University is required to pay an annual
commitment fee for the Kenan Stadium letter of
credit of .42% of the stated amount of the line of

credit then in effect.

Ambulatory Care Clinic, Series 1990:

In 1990 the University issued money market
municipal demand bonds in the amount of
$20,000,000 that have a final maturity date of July
1, 2012. The bonds are subject to mandatory
sinking fund redemption that began on July 1,
1993. The proceeds of this issuance were used for
financing the acquisition, construction and equip-
ping of clinical facilities at the University’s School
of Medicine and for paying the issuance costs of
the 1990 bonds. The bonds were converted from
money market municipal bonds to weekly rate
bonds effective May 31, 1995. The bonds are
subject to purchase on demand with seven days’
notice and delivery to the University’s paying
agent, Bankers Trust Company.

The University has arranged a standby bond
purchase agreement with The Sumitomo Bank,
Limited, whereby the bank will loan money to
purchase bonds on a purchase date at the purchase
price when remarketing proceeds or other funds
are not available. This liquidity facility pays only

the principal portion of the purchase price and



does not secure payment of the prinicpal of or
interest on the bonds.

The University is required to pay an annual
commitment fee for the liquidity facility of .125%
of the stated amount of the line of credit then in
effect. The liquidity facility terminates on May
15, 1996.

Ambulatory Care Clinic, Series 1992:

In 1992 the University issued tax-exempt
adjustable mode demand notes in the amount of
$3,000,000 that have a final maturity date of
October 1, 2002. The bonds are subject to
mandatory sinking fund redemption that began on
October 1, 1994. The proceeds of this issuance
were used to provide equipment for the ambulato-
ry care building used by UNC Physicians and
Associates and to pay the issuance costs of the
notes. The notes are subject to purchase on
demand with seven days’ notice and delivery to the
University’s remarketing agent, Wachovia Bank of
North Carolina, N.A.

The University has arranged a standby note
purchase agreement with Wachovia Bank of
North Carolina, N.A., whereby Wachovia will
purchase notes tendered or deemed tendered for
purchase on any purchase date at the purchase
price when remarketing proceeds or other funds
are not available. The liquidity facility terminates
not earlier that 180 days following delivery of a
termination notice by Wachovia. As of June 30,
1995, the earliest such termination date is
December 27, 1995. The University is entitled to
terminate the liquidity facility with 45 days notice
to Wachovia.

Notes held by Wachovia under this liquidity
facility are subject to mandatory redemption 180
days after the date of purchase by Wachovia at an
amount equal to the principal plus accrued inter-
est. The University is required to pay an annual
commitment fee for the liquidity facility of .30%
of the stated amount of the line of credit then in
effect.

Carolina Inn, Series 1994:
In 1994 the University issued taxable flexible

term demand bonds in the amount of

$13,475,000 that have a final maturity date of
November 15, 2019. The bonds are subject to
mandatory sinking fund redemption that begins
on November 15, 1998. The proceeds of this
issuance were used to renovate and expand the
Carolina Inn and to pay the costs incurred in con-
nection with the issuance of the bonds. The bonds
are subject to purchase on each interest payment
date and on delivery to the University’s paying
agent, NationsBank of North Carolina, N.A.

The University has arranged a standby bond
purchase agreement with NationsBank of North
Carolina, N.A., whereby NationsBank will pur-
chase bonds on a purchase date at the stated
amount of principal plus accrued interest when
remarketing proceeds or other funds are not avail-
able. The term of this agreement is automatically
extended for successive 364 day periods from the
closing date, unless a notice of non-extension is
received 365 days prior to the expiration date.
NationsBank may determine to extend the term of
this agreement in its sole discretion and no course
of dealing or other circumstance shall require any
extension by NationsBank.

The University is required to pay an annual
standby fee for the liquidity facility of .10% of the
stated amount of the line of credit then in effect.
The University has agreed to pay interest on each
liquidity bond at an annual variable rate equal to
the liquidity rate.

School of Dentistry, Series 1995:

On June 28, 1995 the University issued tax-
exempt adjustable mode demand bonds in the
amount of $4,000,000 that have a final maturity
date of September 1, 2010. The bonds are subject
to mandatory sinking fund redemption that
begins on September 1, 1999. The proceeds of
this issuance are for the construction of a building
called Tarrson Hall to house the majority of the
School of Dentistry’s patient care and clinical
teaching facilities. Tarrson Hall will house clini-
cal programs which are currently housed in Brauer
Hall which opened in 1952. The bonds are sub-
ject to purchase on demand with seven days’
notice and delivery to the University’s remarket-
ing agent, Wachovia Bank of North Carolina,
N.A.



Under an irrevocable letter of credit issued
by Wachovia Bank of North Carolina, N.A., the
trustee is entitled to draw amounts sufficient to
pay principal and interest on the bonds and
amounts sufficient to pay the purchase price and
accrued interest on bonds delivered for purchase.
In the event that the bonds cannot be remarketed,
the letter of credit will provide the necessary
financing. As of June 30, 1995, the letter of cred-
it terminates on August 5, 1996. However, the
letter of credit automatically extends each month
so that termination will not occur until 13
months after notice is received from Wachovia
that the letter of credit will not be extended.

The university has entered into a reimburse-
ment agreement with Wachovia Bank in which it
agreed to repay all amounts that are drawn under
the letter of credit at the prime rate for the first 90
days and prime plus 1.5% thereafter. The
University is required to pay an annual commit-
ment fee for the School of Dentistry letter of
credit of .35% of the stated amount of the line of

credit then in effect.

B. Capital Appreciation Bonds

The Series 1992 Utility System and the Series
1991 U. S. Environmental Protection Agency
Project bond issues include capital appreciation
bonds (“zero coupon”) with an ultimate maturity
value of $97,500,000 and $25,300,000 respective-
ly. These bonds are recorded in the amounts of
$23,100,000 and $5,300,000 respectively, which
is the accreted value at the year ended June 30,
1995. These bonds mature in the years from 2010
to 2021.

C. Bond Defeasance

Carolina Inn:

In 1990 the University defeased $665,000 of out-
standing revenue bonds of the Carolina Inn, Series
1968. An irrevocable trust was established with an
escrow agent to provide for all future debt service
payments on the defeased bonds. The trust assets
and the liability for the defeased bonds are not
included in the University’s balance sheet. At
June 30, 1995 the outstanding balance of the
defeased Carolina Inn bonds was $285,000.

Utility System:

In 1993 the University defeased $99,000,000 of
outstanding Utility System Revenue Bonds, Series
1986. Securities were deposited in an irrevocable
trust with an escrow agent to provide for all future
debt service payments on the 1986 Series through
August 1, 1996 at which time all the outstanding
bonds will be called and redeemed. The trust
assets and the liability for the defeased bonds are
not included in the University’s balance sheet. At
June 30, 1995 the outstanding balance of the
defeased Utility System bonds was $91,830,000.

NOTE 9: LEASES

A. Capital Lease Obligations

The University had future minimum lease commit-
ments for non-cancelable operating leases and capi-
tal lease obligations consisting of the following at

June 30, 1995:

(In thousands)
Operating Capital
Fiscal Year Leases Leases
1996 $2,193 $38
1997 1,055 28
1998 752
1999 601
Minimum Lease Payments $4,601 66
Amount Representing Interest 1
Present Value of Future Lease Payments $65
Total rental expense for operating leases for
the year ended June 30, 1995 $5,736




B. Lease Agreements

In October, 1989 the University entered into a 20
year lease agreement with an affiliated organization
and simultaneously entered into a sublease agree-
ment with another affiliated organization for the
same time period. The University’s obligation to
make payments under this lease is limited to the
rental income received during each fiscal year
based upon its sublease of the subject facility. If
the University complies with all of the terms of the
lease agreement throughout the 20 year period,
title to the facility will be conveyed to the

University.

NOTE 10: RISK MANAGEMENT AND INSURANCE

The University is exposed to various risks of loss
related to torts; theft of, damage to, and the
destruction of assets; errors and omissions; injuries
to employees; and natural disasters. These expo-
sures to loss are handled via a combination of
methods, including participation in various state-
administered risk pools, purchase of commercial
insurance, and self retention of certain risks.

Tort claims of up to $150,000 are self-
insured under the authority of the State Tort
Claims Act. In addition, the State provides an
additional $1,000,000 public officers’ and
employees’ liability insurance via contract with a
private insurance company. The premium, based
on a composite rate, is paid by the University
directly to the insurer.

The State Property Fire Insurance Fund
(Fund), an internal service fund of the State,
insures all State owned buildings and contents for
fire, extended coverage, and other property losses.
Coverage for fire losses for all operations support-
ed by the State’s General Fund is provided at no
cost to the University. Other operations not sup-
ported by the State’s General Fund are charged for
fire coverage. The University also purchased
through the Fund extended coverage and other
property coverage such as sprinkler leakage, busi-
ness interruption, vandalism, theft and “all risks”
for buildings and contents. The Fund charges pre-

miums for this coverage discounted from industry

manual rates. The Fund generally insures fire loss-

es up to $1.1 million and extended coverage losses

" up to $100,000 per building and $500,000 per

occurrence. All losses covered by the Fund are
subject to a $500 per occurrence deductible except
for theft that carries a $1,000 per occurrence
deductible. The Fund purchases excess insurance
from a private insurer to cover losses over the
amounts insured by the Fund.

The Liability Insurance Trust Fund
(Trust Fund) was created by Chapter 116, Article
26, of the General Statutes and The University of
North Carolina Board of Governors Resolution of
June 9, 1978 to provide medical malpractice pro-
tection for program participants and individual
health care practitioners working as employees,
agents, or officers of The University of North
Carolina Hospitals at Chapel Hill and The
University of North Carolina at Chapel Hill
Physicians and Associates. Coverage is self-funded
by contributions from participants and investment
income. Contributions are based on the actuarial-
ly determined funding level for a given plan year.

Coverage is provided on an occurrence
basis. Current Trust Fund liability limits are $5
million per occurrence with no limitation in the
aggregate. In the event the Trust Fund has insuffi-
cient funds to pay existing and future claims, it has
the authority to borrow funds. Any such borrow-
ing would be repaid from the assets and revenues
of program participants. No borrowings have
been made under this authority to date.

State-owned vehicles are covered by lia-
bility insurance handled by the State Department
of Insurance. The State is self-insured for the First
$250,000 of any loss through a retrospective rated
plan. Excess insurance coverage is purchased
through a private insurer to cover losses greater
than $250,000. The liability limits for losses
incurring in-state are $150,000 per claimant and
$5,000,000 per occurrence. The University is
charged premiums to cover the cost of excess
insurance and to pay for those losses falling under
the self-insured retention.

The University is protected for losses
from employee dishonesty and computer fraud for

employees paid in whole or in part from State



funds. The blanket honesty bond is handled by
the State Department of Insurance with coverage
of $5,000,000 per occurrence and a $10,000
deductible.

Other coverage not handled by the State
Department of Insurance is purchased through the
State’s insurance agent of record.

Employees and retirees are provided health
care coverage by the Comprehensive Major
Medical Plan, an internal service fund of the State.
The Plan is funded by employer and employee
contributions and is administered by a third party
contractor. Health care coverage is optionally
available through contractual agreements with sev-
eral HMO plans.

The North Carolina Workers’ Compensation
Program provides benefits to workers injured on
the job. All employees of the State are included in
the program. When an employee is injured, the

University’s primary responsibility is to arrange for

and provide the necessary treatment for work
related injury. The University is responsible to
pay medical benefits and compensation in accor-
dance with the North Carolina Workers’
Compensation Act. The University is self-insured
for workers’ compensation.

Term life insurance (death benefit) is provid-
ed through the Death Benefit Plan to all members
of the Teachers’ and State Employees’ Retirement
System who have completed at least one full calen-
dar year of membership in the System. The bene-
fit is based on salary with a minimum benefit of
$25,000 and a maximum of $50,000. This self
insured death benefit is administered by the State
Treasurer’s Office and funded via employer contri-
butions, more fully described in Note 6¢.

Additional details on the state-administered
risk management programs are disclosed in the
State’s Comprehensive Annual Financial Report,
issued by the Office of State Controller.






Current Funds REVENUES BY SOURCE

(in thousands)
For the Year Ended June 30,
1995 1994 1993 1992 1991

Current Funds Revenues
State Appropriations $302,337 $283,826 $270,700 $255,003 $257,219
Tuition and Fees 81,465 75,531 66,718 60,247 50,221
Federal Contracts and Grants 208,802 190,534 172,288 147,556 136,059
State Contracts and Grants 26,394 22,696 17,948 15,498 13,518
Private Gifts, Contracts and Grants 67,668 64,146 60,820 58,892 53,685
Sales and Services 224,600 210,767 187,390 176,297 166,182
Endowment Income 13,798 11,895 9,212 8,040 6,851
Investment Earnings 12,504 13,047 12,887 13,508 11,750
Realized Gain on Sale of Investments 222 701 1,647 2,320 611
Other Revenues 5,679 4,246 4,632 3,847 3,312

Total Current Funds Revenues $943,469 $877,389 $804,242 $741,208 $699,408

For the Year Ended June 30,
1995 1994 1993 1992 1991
% % % % %

Current Funds Revenues
State Appropriations 32.0 32.3 33.7 34.4 36.8
Tuition and Fees 8.6 8.6 8.3 8.1 7.2
Federal Contracts and Grants 22.1 21.7 21.4 19.9 19.5
State Contracts and Grants 2.8 2.6 2.2 2.1 1.9
Private Gifts, Contracts and Grants 72 7.3 7.6 8.0 7.7
Sales and Services 23.8 24.0 23.3 23.8 23.8
Endowment Income 1.5 1.4 1.1 1.1 . 0.9
Investment Earnings 1.3 1.5 1.6 1.8 1.7
Realized Gain on Sale of Investments 0.1 0.1 0.2 0.3 0.0
Other Revenues 0.6 0.5 0.6 0.5 0.5

Total Current Funds Revenues 100.0 100.0 100.0 100.0 100.0

(percent of total current funds revenues)






CurrentFundf EXPENDITURES AND
MANDATORY TRANSFERS BY FUNCTION

(in thousands)
For the Year Ended June 30,
1995 1994 1993 1992 1991

Current Funds Expenditures
Instruction $301,323 $278,587 $253,662 $241,956 $241,058
Organized Research 154,817 140,586 130,570 115,014 103,139
Public Service 68,317 62,834 56,111 52,952 47,723
Academic Support 43,423 40,507 35,845 32,740 33,348
Student Services 9,998 9,191 8,585 7,624 7,345
Institutional Support 37,698 36,800 32,118 30,097 27,124
Physical Plant Operations 59,662 58,447 49,606 48,552 42,947
Student Financial Aid 29,595 28,030 26,997 23,715 20,123
Auxiliary Enterprises and Internal Services 89,532 80,587 85,774 73,199 75,882
Professional and Clinical Services 99,140 97,265 85,187 74,769 71,229
Other Expenditures and Deductions 1,391 4,125 1,197 345 401

Total Current Funds Expenditures 894,896 836,959 765,652 700,963 670,319

Current Funds Mandatory Transfers 20,758 21,158 18,140 9,066 16,046

Total Current Funds Expenditures  $915,654 $858,117 $783,792 $710,029 $686,365

and Mandatory Transfers

For the Year Ended June 30,
1995 1994 1993 1992 1991
% % % % %

Current Funds Expenditures
Instruction 32,9 325 324 34.1 35.1
Organized Research 16.9 16.4 16.7 16.2 15.0
Public Service 7.5 7.3 7.2 7.5 7.0
Academic Support 4.7 4.7 4.6 4.6 4.8
Student Services 1.1 1.1 1.1 1.1 1.1
Institutional Support 4.1 4.3 4.1 4.2 3.9
Physical Plant Operations 6.5 6.8 6.3 6.8 6.3
Student Financial Aid 32 33 3.4 33 2.9
Auxiliary Enterprises and Internal Services 9.8 9.4 10.9 10.3 11.1
Professional and Clinical Services 10.8 11.3 10.9 10.5 10.4
Other Expenditures and Deductions 0.2 0.4 0.1 0.1 0.1

Total Current Funds Expenditures 97.7 97.5 97.7 98.7 97.7

Current Funds Mandatory Transfers 2.3 25 2.3 1.3 2.3

Total Current Funds Expenditures 100.0 100.0 100.0 100.0 100.0

and Mandatory Transfers

(percent of total current funds expenditures and mandatory transfers)




The University of North Carolina at Chapel Hill

Last Ten Fiscal Years
(in thousands)
For the Year Ended June 30,
1990 1989 1988 1987 1986
Current Funds Expenditures
Instruction $233,975 $213,214 $198,813 $181,959 $172,356
Organized Research 94,499 88,618 79,474 69,857 64,287
Public Service 41,589 43,522 42,021 38,365 34,299
Academic Support 30,431 30,789 28,573 25,306 24,264
Student Services 7,288 6,643 6,075 5,642 5,365
Institutional Support 27,799 25,152 22,381 20,552 20,228
Physical Plant Operations 41,062 36,852 34,474 31,729 32,666
Student Financial Aid 19,390 18,192 16,411 15,844 15,057
Auxiliary Enterprises and Internal Services 72,033 69,200 70,259 59,239 45,279
Professional and Clinical Services 62,840 56,103 52,282 47,830 42,414
Other Expenditures and Deductions 143 0 0 0 0
Total Current Funds Expenditures 631,049 588,285 550,763 496,323 456,215
Current Funds Mandatory Transfers 15,251 5,110 4,058 4,163 3,180
Total Current Funds Expenditures  $646,300 $593,395 $554, 821 $500,486 $459,395
and Mandatory Transfers
For the Year Ended June 30,
1990 1989 1988 1987 1986
% % % % %
Current Funds Expenditures
Instruction 36.2 35.9 35.8 36.3 375
Organized Research 14.6 14.9 14.3 14.0 14.0
Public Service 6.4 7.3 7.6 7.7 7.4
Academic Support 4.7 5.2 5.2 5.1 5.3
Student Services 1.1 1.t 1.1 1.1 1.2
Institutional Support 4.3 4.2 4.0 4.1 4.4
Physical Plant Operations 6.4 6.2 6.2 6.3 7.1
Student Financial Aid 3.0 3.1 3.0 3:2 33
Auxiliary Enterprises and Internal Services 11.1 11.7 12.7 11.8 9.9
Professional and Clinical Services 9.7 9.5 9.4 9.6 9.2
Other Expenditures and Deductions 0.1 0.0 0.0 0.0 0.0
Total Current Funds Expenditures 97.6 99.1 99.3 99.2 99.3
Current Funds Mandatory Transfers 2.4 0.9 0.7 0.8 0.7
Total Current Funds Expenditures 100.0 100.0 100.0 100.0 100.0
and Mandatory Transfers
(percent of total current funds expenditures and datory transfers)




The University of North Carolina at Chapel Hill
Revenue BonD cOVERAGE Wiisestitpofioith Catelica 1 Chispel Kl

(in thousands)

Fiscal Year Gross Direct Net Revenue
Ended Operating Operating Available for

June 30, Revenues Expenses Debt Service Principal Interest Total Coverage
1995 $189,346 $147,847 $41,499 $6,217 $13,937 $20,154 2.06
1994 175,567 140,552 35,015 5,794 13,264 19,058 1.84
1993 147,086 125,555 21,531 3,450 12,192 15,642 : 1.38
1992 143,277 108,122 35,155 1,067 13,652 14,719 2.39
1991 130,230 105,308 24,922 1,250 9,979 11,229 2.22
1990 121,959 100,507 21,452 778 9,103 9,881 2.17
1989 53,306 45,269 8,037 625 8,251 8,876 0.91)
1988 43,343 39,492 3,851 596 8,074 8,670 (0.44)
1987 40,911 34,753 6,158 606 6,978 7,584 (0.81)
1986 17,765 13,824 3,941 550 698 1,248 3.16

Ratio oF DEBT SERVICE TO
CURRENT FUNDS EXPENDITURES

The University of North Carolina at Chapel Hill

Last Ten Fiscal Years
(in thousands)
Fiscal Year

Ended Debt Service Current Funds

June 30, Requirements Expenditures Ratio
1995 $20,154 $894,896 2.25
1994 19,058 836,959 2.28
1993 15,642 765,652 2.04
1992 14,719 : 700,963 2.10
1991 11,229 670,319 1.68
1990 9,881 631,049 1.57
1989 8,876 588,285 1.51
1988 8,670 550,763 1.57
1987 7,584 496,323 1.53

1986 1,248 456,215 0.27



Faculty ano sTafr sTaTISTICS

The University of North Carolina at Chapel Hill

Last Ten Fiscal Years
Fall Employment of Fiscal Year
1994-95 1993-94 1992-93 1991-92 1990-91
Faculty

Full-Time 2,328 2,297 2,249 2,245 2,134
Part-Time 210 204 186 185 161
Total Faculty 2,538 2,501 2,435 2,430 2,295
Percentage Tenured 59.2% 59.6% © o 60.7% 61.1% 63.2%

Staff and EPA Non-Faculty
Full-Time 627 596 570 572 646
Part-Time 51 55 52 48 39
EPA Non-Faculty 678 651 622 620 685
Full-Time 5,468 5,405 5,115 4,891 4,971
Part-Time 328 360 334 314 298
SPA 5,796 5,765 5,449 5,205 5,269
Total Full-Time 6,095 6,001 5,685 5,463 5,617
Total Part-Time 379 415 386 362 337
Total Staff and EPA Non-Faculty 6,474 6,416 6,071 5,825 5,954

Fall Employment of Fiscal Year
1989-90 1988-89 1987-88 1986-87 1985-86
Faculty

Full-Time 2,131 2,002 1,990 1,965 1,911
Part-Time 165 221 229 224 225
Total Faculty 2,296 2,223 2,219 2,189 2,136
Percentage Tenured 60.1% 65.0% 64.2% 63.2% 64.1%

Staff and EPA Non-Faculty
Full-Time 640 648 645 653 627
Part-Time 49 82 80 104 112
EPA Non-Faculty 689 730 725 757 739
Full-Time 5,023 4,893 4,745 4,555 4,417
Part-Time 285 278 258 259 251
SPA 5,308 5,171 5,003 4,814 4,668
Total Full-Time 5,663 5,541 5,390 5,208 5,044
Total Part-Time 334 360 338 363 363
Total Staff and EPA Non-Faculty 5,997 5,901 5,728 5,571 5,407

Note: EPA denotes employees exempt from the State Personnel Act

SPA denotes employees subject to the State Personnel Act



Admissions, ENROLLMENT AND DEGREE STATISTICS

Fall Enrollment of Fiscal Year

1994-95 1993-94 1992-93 1991-92 1990-91
Admissions-Freshmen
Applications 15,125 14,596 16,136 14,860 14,737
Accepted 6,145 5,985 5,735 5,460 5,630
Enrolled 3,498 3,331 3,211 3,142 3,252
Accepted as a Percentage of Applications 40.6% 41.0% 35.5% 36.7% 38.2%
Enrolled as a Percentage of Accepted 56.9% 55.7% - 56.0% 57.5% 57.8%
Average SAT Scores - Total 1,128 1,126 1,122 1,120 1,112
Verbal 529 529 530 530 527
Math 599 597 592 590 585
Enrollment
Undergraduate, Graduate and Professional FTE 21,918 21,758 21,398 21,391 21,486
Undergraduate, Graduate and Professional Headcount 24,463 24,299 23,944 23,794 23,852
Men (Headcount) 10,377 10,298 10,211 10,161 10,340
Percentage of Total 42.4% 42.4% 42.6% 42.7% 43.4%
Women (Headcount) 14,086 14,001 13,733 13,633 13,512
Percentage of Total 57.6% 57.6% 57.4% 57.3% 56.6%
African American (Headcount) 2,161 2,082 2,078 2,023 2,060
Percentage of Total 8.8% 8.6% 8.7% 8.5% 8.6%
White (Headcount) 20,042 20,007 19,812 19,906 20,091
Percentage of Total 82.0% 82.3% 82.7% 83.7% 84.2%
Other (Headcount) 2,260 2,210 2,054 1,855 1,701
Percentage of Total 9.2% 9.1% 8.6% 7.8% 7.1%
Degrees Granted
Bachelor’s 3,623 3,497 3,655 3,538 3,591
Master’s 1,511 1,451 1,478 1,375 1,391
Doctoral 373 388 388 336 337
Professional 464 443 443 456 463
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