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S T A T E  O F  T E N N E S S E E  

COMPTROLLER OF THE TREASURY 
S t a t e  C a p i t o l  

N a s h v i l l e ,  T e n n e s s e e  3 7 2 4 3 - 0 2 6 0  
( 6 1 5 )  7 4 1 - 2 5 0 1  

William R. Snodgrass 
       Comptroller 

November 19, 1998 
 

The Honorable Don Sundquist, Governor 
 and 
Members of the General Assembly 
State Capitol 
Nashville, Tennessee  37243 
 and 
The Honorable Charles E. Smith, Chancellor 
Tennessee Board of Regents 
1415 Murfreesboro Road, Suite 350 
Nashville, Tennessee  37217 
 and 
Dr. Bruce Blanding, Director 
Tennessee Technology Center at Elizabethton 
1500 Arney Street 
Elizabethton, Tennessee  37643 
 
Ladies and Gentlemen: 

 Transmitted herewith is the financial and compliance audit of the Tennessee Board of Regents, 
Tennessee Technology Center at Elizabethton, for the years ended June 30, 1997, and June 30, 1996.  
You will note from the independent auditor’s report that a qualified opinion was given on the fairness of 
the presentation of the financial statements.  The center has elected not to record the liability for accrued 
compensated absences in its financial statements.  In our opinion, accrued compensated absences should 
be recorded to conform with generally accepted accounting principles. 

 Consideration of internal control over financial reporting and tests of compliance disclosed 
certain deficiencies, which are detailed in the Results of the Audit section of this report.  The center’s 
administration has responded to the audit findings; the responses are included following each finding.  
The Division of State Audit will follow up the audit to examine the application of the procedures 
instituted because of the audit findings. 

 
 Very truly yours, 

 W.R. Snodgrass 
 Comptroller of the Treasury 
WRS/lb 
98/036
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Financial and Compliance Audit 
Tennessee Technology Center at Elizabethton 

For the Years Ended June 30, 1997, and June 30, 1996 
 

 
 

AUDIT OBJECTIVES 
 

The objectives of the audit were to consider the center’s internal control over financial reporting; to 
determine compliance with certain provisions of laws, regulations, contracts, and grants; to determine the 
fairness of the presentation of the financial statements; and to recommend appropriate actions to correct 
any deficiencies. 
 
 

INTERNAL CONTROL FINDING 
 

Improvement Needed in Title IV Refund Procedures 
None of the recipients whose records were tested were due refunds according to Tennessee Board of 
Regents policies (page 7). 

 
 

COMPLIANCE FINDING 
 

Title IV Refunds Not Made Timely 
Five of five refunds tested were not credited to the applicable program accounts timely as required by 
federal regulations (page 6). 
 

 
OPINION ON THE FINANCIAL STATEMENTS 

 
The opinion on the financial statements is qualified because of the omission of the liability for accrued 
compensated absences from the financial statements. 
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Tennessee Board of Regents 
Tennessee Technology Center at Elizabethton 

For the Years Ended June 30, 1997, and June 30, 1996 
 

 
INTRODUCTION 

 
 
POST-AUDIT AUTHORITY 
 
 This is a report on the financial and compliance audit of the Tennessee Board of Regents, 
Tennessee Technology Center at  Elizabethton.  The audit was conducted pursuant to Section 4-
3-304, Tennessee Code Annotated, which authorizes the Department of Audit to “perform 
currently a post-audit of all accounts and other financial records of the state government, and of 
any department, institution, office, or agency thereof in accordance with generally accepted 
auditing standards and in accordance with such procedures as may be established by the 
comptroller.” 
 
 Section 8-4-109, Tennessee Code Annotated, authorizes the Comptroller of the Treasury 
to audit any books and records of any state governmental entity that handles public funds when 
the Comptroller considers an audit to be necessary or appropriate. 
 
 
BACKGROUND 
 
 A statewide system of area vocational-technical schools was established in 1963 by 
Section 49-11-401, Tennessee Code Annotated, to meet the occupational and technical training 
needs of the citizens of the state, including employees and future employees of existing and 
prospective industries and businesses in the state.  The area vocational-technical schools were 
governed by the State Board of Education until July 1, 1983.  At that time, governance was 
transferred by Section 49-11-402, Tennessee Code Annotated, to the Tennessee Board of 
Regents.  Effective July 1, 1994, the area vocational-technical schools became state technology 
centers.  The Tennessee Technology Center at Elizabethton began operation in 1966. 
 
 
ORGANIZATION 
 
 The Tennessee Technology Center at Elizabethton operates under a lead institution 
agreement with Northeast State Technical Community College.  Under this agreement, Northeast 
State Technical Community College performs the accounting and reporting functions for the 
center.  The chief administrative officer of the center is the director, who is assisted and advised 
by members of the faculty and administrative staff.  The director is responsible to the Chancellor 
of the Tennessee Board of Regents. 
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AUDIT SCOPE 

 
 

 The audit was limited to the period July 1, 1995, through June 30, 1997, and was 
conducted in accordance with generally accepted auditing standards and the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States.  Financial statements are presented for the years ended June 30, 
1997, and June 30, 1996.  The Tennessee Technology Center at  Elizabethton is an institution of 
the Tennessee Board of Regents, which is an integral part of state government.  As such, the 
Tennessee Board of Regents has been included as a component unit in the Tennessee 
Comprehensive Annual Financial Report. 
 
 

 
OBJECTIVES OF THE AUDIT 

 
 
 The objectives of the audit were 
 

1. to consider the center’s internal control over financial reporting to determine auditing 
procedures for the purpose of expressing an opinion on the financial statements; 

 
2. to determine compliance with certain provisions of laws, regulations, contracts, and 

grants; 
 
3. to determine the fairness of the presentation of the financial statements; and 
 
4. to recommend appropriate actions to correct any deficiencies. 

 
 

 
PRIOR AUDIT FINDINGS 

 
 
 There were no findings in the prior audit report. 
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RESULTS OF THE AUDIT 

 
 
AUDIT CONCLUSIONS 
 
Internal Control 
 
 As part of the audit of the center’s financial statements for the years ended June 30, 1997, 
and June 30, 1996, we considered internal control over financial reporting to determine auditing 
procedures for the purpose of expressing an opinion on the financial statements, as required by 
generally accepted auditing standards and the standards applicable to financial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States.  
Reportable conditions, along with recommendations and management’s responses, are detailed 
in the findings and recommendations.  Consideration of internal control over financial reporting 
disclosed no material weaknesses. 
 
Compliance 
 
 The results of our tests disclosed no instances of noncompliance that are required to be 
reported under Government Auditing Standards.  Immaterial instances of noncompliance, along 
with recommendations and management’s responses, are included in the findings and 
recommendations. 
 
 
Fairness of Financial Statement Presentation 
 
 The center has elected not to accrue the liability for compensated absences.  Since this 
accounting practice is contrary to generally accepted accounting principles, the Division of State 
Audit has rendered a qualified opinion on the center’s financial statements.  



 
STATE OF TENNESSEE 

C O M P T R O L L E R  O F  T H E  T R E A S U R Y  
DEPARTMENT OF AUDIT 

DIVISION OF STATE AUDIT 
S U I T E  1 5 0 0  

JAMES K. POLK STATE OFFICE BUILDING 
NASHVILLE, TENNESSEE  37243-0264 

PHONE (615) 741-3697 
FAX (615) 532-2765 
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Report on Compliance and on Internal Control  
Over Financial Reporting Based on an Audit of  

Financial Statements Performed in Accordance With 
Government Auditing Standards 

 
March 26, 1998 

 
The Honorable W. R. Snodgrass 
Comptroller of the Treasury 
State Capitol 
Nashville, Tennessee  37243 
 
Dear Mr. Snodgrass: 
 
 We have audited the financial statements of the Tennessee Technology Center at Elizabethton, an 
institution of the Tennessee Board of Regents, which is a component unit of the State of Tennessee, as of 
and for the years ended June 30, 1997, and June 30, 1996, and have issued our report thereon dated 
March 26, 1998.  Our report was qualified because the center omitted the liability for accrued 
compensated absences from the balance sheets.  We conducted our audit in accordance with generally 
accepted auditing standards and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 
 
Compliance 

 As part of obtaining reasonable assurance about whether the center’s financial statements are free 
of material misstatement, we performed tests of the center’s compliance with certain provisions of laws, 
regulations, contracts, and grants, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts.  However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and, accordingly, we do not express such an opinion.  
The results of our tests disclosed no instances of noncompliance that are required to be reported under 
Government Auditing Standards. 
 
 We did, however, note certain immaterial instances of noncompliance that we have included in the 
Findings and Recommendations section of this report.  We also noted certain other, less significant, 
instances of noncompliance that we have reported to the center’s management in a separate letter. 
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The Honorable W. R. Snodgrass 
March 26, 1998 
Page Two 
 
 
Internal Control Over Financial Reporting 

 In planning and performing our audit, we considered the center’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the 
financial statements and not to provide assurance on the internal control over financial reporting.  
However, we noted certain matters involving the internal control over financial reporting and its operation 
that we consider to be reportable conditions.  Reportable conditions involve matters coming to our 
attention relating to significant deficiencies in the design or operation of the internal control over financial 
reporting that, in our judgment, could adversely affect the center’s ability to record, process, summarize, 
and report financial data consistent with management’s assertions in the financial statements. 
 
 The following reportable condition was noted: 

• Improvement is needed in Title IV refund procedures. 

This condition is described in the Findings and Recommendations section of this report. 
 
 A material weakness is a condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that misstatements in amounts that 
would be material in relation to the financial statements being audited may occur and not be detected 
within a timely period by employees in the normal course of performing their assigned functions.  Our 
consideration of the internal control over financial reporting would not necessarily disclose all matters in 
the internal control that might be reportable conditions and, accordingly, would not necessarily disclose 
all reportable conditions that are also considered to be material weaknesses.  However, we do not believe 
the reportable condition described above is a material weaknesses. 
 
 We also noted other matters involving the internal control over financial reporting that we have 
reported to the center’s management in a separate letter. 
 
 This report is intended for the information of the General Assembly of the State of Tennessee and 
management.  However, this report is a matter of public record, and its distribution is not limited. 
 
 Sincerely, 

 
 Arthur A. Hayes, Jr., CPA, Director 
 Division of State Audit 
 
AAH/lb  
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FINDINGS AND RECOMMENDATIONS 
 
1.  Title IV refunds were not made timely 
 

Finding 
 

 The financial aid office at the Tennessee Technology Center at Elizabethton did not 
adequately coordinate Title IV student financial aid procedures with Northeast State Technical 
Community College’s business office to ensure that refunds to financial aid programs and to 
students were credited to program accounts or disbursed to students in a timely manner. 
 
 Five of five (100%) refunds tested were not credited to the program accounts within 30 
days, as required.  The Code of Federal Regulations, Section 34, Part 668.22, Paragraph 
(h)(2)(iv), states: 
 

The amount of the Title IV, HEA [Higher Education Act of 1965] 
program portion of the refund allocated to the Title IV, HEA 
programs other than the FWS, Federal Stafford Loan, Federal 
PLUS, and Federal SLS programs must be returned to the 
appropriate program account or accounts by the institution within 
30 days of the date that the student officially withdraws, is 
expelled, or the institution determines that a student has 
unofficially withdrawn. 
 
 

Recommendation 
 
 The financial aid office should work more closely with Northeast State’s  business office 
to ensure that refunds are calculated and credited to program accounts or disbursed timely.  The 
office should identify official Title IV student withdrawals, calculate refunds due, and request 
reimbursement from Northeast State’s business office at least once every 30 days. 
 
 

Management’s Comment 
 

 We concur with the finding regarding the processing of financial aid refunds in a timely 
manner.  The Tennessee Technology Center at Elizabethton will coordinate processing 
procedures with the lead institution, Northeast State, in a more timely manner.  The request for 
reimbursement from Northeast State’s business office will be made at least once every 30 days. 
 
 In response to the finding, the information was sent to the lead institution within the 30-
day period for four of the five records reviewed.  However, our lead institution was only 
processing refunds at the end of the month.  This resulted in the refunds being credited after the 
30-day time period.  Our procedures have been reviewed and updated to meet reporting 
requirements.
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 In addition, the faculty of the Tennessee Technology Center at Elizabethton have been 
advised of the necessity for timely notification of any change in student enrollment to the 
financial aid office. 
 
 
 
 
2.  Improvement is needed in Title IV refund procedures 
 

Finding 
 
 The procedures used to calculate refunds in accordance with Tennessee Board of Regents 
policy were not adequate.  In particular, the Tennessee Technology Center at Elizabethton did 
not determine which Title IV students were due a refund from the applicable Title IV program. 
 
 Nine of nine Title IV refunds (100%) tested should not have been paid because the 
students attended over 20% of the term and were not first-time students, who may receive pro 
rata refunds.  According to The Tennessee Board of Regents Refund of Maintenance Fees and 
Technology Fee Policy, students who are not first-time students are only due refunds if they have 
attended 20% or less of the school term.  The policy states that “no refunds may be permitted 
after 20% of the class hours has been completed.”  All nine students attended over 20% of the 
term. 
 
 

Recommendation 
 
 The financial aid office should identify official student withdrawals and ensure students 
are due refunds before processing the refund. 
 
 

Management’s Comment 
 
 We concur with the finding concerning our calculation of refunds in accordance with the 
Tennessee Board of Regents policy.  The Financial Aid Clerk has revised worksheets used for 
refund calculations and has attended training sessions concerning refunds and payments. 

 
 
 

 



 
STATE OF TENNESSEE 

C O M P T R O L L E R  O F  T H E  T R E A S U R Y  
DEPARTMENT OF AUDIT 

DIVISION OF STATE AUDIT 
S U I T E  1 5 0 0  

JAMES K. POLK STATE OFFICE BUILDING 
NASHVILLE, TENNESSEE  37243-0264 

PHONE (615) 741-3697 
FAX (615) 532-2765 
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Independent Auditor’s Report 

March 26, 1998 

The Honorable W. R. Snodgrass 
Comptroller of the Treasury 
State Capitol 
Nashville, Tennessee  37243 

Dear Mr. Snodgrass: 

 We have audited the accompanying balance sheets of the Tennessee Technology Center 
at Elizabethton, an institution of the Tennessee Board of Regents, which is a component unit of 
the State of Tennessee, as of June 30, 1997, and June 30, 1996, and the related statements of 
changes in fund balances and current funds revenues, expenditures, and other changes for the 
years then ended.  These financial statements are the responsibility of the center’s management.  
Our responsibility is to express an opinion on these financial statements, based on our audit. 

 We conducted our audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement.  An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation.  We believe that our audit provides a reasonable 
basis for our opinion. 

 As described in Note 2 to the financial statements, the center has omitted the liability for 
accrued compensated absences from the accompanying balance sheets which should be included 
to conform with generally accepted accounting principles. 
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The Honorable W. R. Snodgrass 
March 26, 1998 
Page Two 
 
 
 In our opinion, except for the effects of not including the liability for accrued 
compensated absences in the accompanying balance sheets, as discussed in the preceding 
paragraph, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Tennessee Board of Regents, Tennessee Technology Center at  
Elizabethton, as of June 30, 1997, and June 30, 1996, and the changes in fund balances and the 
current funds revenues, expenditures, and other changes for the years then ended in conformity 
with generally accepted accounting principles. 

 In accordance with Government Auditing Standards, we have also issued our report dated 
March 26, 1998, on our consideration of the center’s internal control over financial reporting and 
our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. 
 
 Sincerely, 

 
 Arthur A. Hayes, Jr., CPA, Director 
 Division of State Audit 
 
AAH/lb 
 

 



Exhibit A

TENNESSEE BOARD OF REGENTS
TENNESSEE TECHNOLOGY CENTER AT ELIZABETHTON

BALANCE SHEETS
JUNE 30,1997, AND JUNE 30, 1996

June 30, 1997 June 30, 1996 June 30, 1997 June 30, 1996
ASSETS LIABILITIES AND FUND BALANCES

Current funds: Current funds:
  Unrestricted:   Unrestricted:
    General:     General:
      Cash (Note 3) $ 84,658.89 $ 60,818.73       Liabilities:
      Accounts receivable (net of allowance of 1,919.47 1,091.03         Accounts payable $ 4,998.28 $ 4,899.74
          $400.79 at June 30, 1997, and $288.60         Accrued liabilities 41,623.42 42,177.76
          at June 30, 1996)       Total liabilities 46,621.70 47,077.50
      Due from restricted current funds 4,943.60 0.00
       Fund balances:
         Nondiscretionary allocations:
           Allocation for working capital 2,019.47 1,141.03

          Allocation for encumbrances  390.20  1,800.00
        Discretionary allocation:   
          Allocation for subsequent budget  17,800.00  11,800.00
        Unallocated  24,690.59  91.23

      Total fund balances 44,900.26 14,832.26

    Total general 91,521.96 61,909.76     Total general 91,521.96 61,909.76

    Auxiliary enterprises:     Auxiliary enterprises:   
      Cash (Note 3) 20,740.02 13,149.27       Fund balances:   
      Inventories 8,524.27 7,367.45         Nondiscretionary allocation:   
      Accounts receivable 0.00 167.72           Allocation for working capital 8,524.27 7,535.17

        Unallocated  20,740.02  13,149.27 
 29,264.29 20,684.44     Total auxiliary enterprises 29,264.29 20,684.44

  Total unrestricted 120,786.25 82,594.20   Total unrestricted 120,786.25 82,594.20

  Restricted:   Restricted:   
    Cash (Note 3) 0.00 58,444.51     Liabilities:   
    Accounts receivable 22,105.83 995.76       Due to unrestricted current funds 4,943.60 0.00
       Accounts payable  2,275.01  4,820.00

    Total liabilities 7,218.61 4,820.00

    Fund balance  14,887.22  54,620.27

  Total restricted 22,105.83 59,440.27   Total restricted 22,105.83 59,440.27                 
Total current funds $ 142,892.08 $ 142,034.47 Total current funds $ 142,892.08 $ 142,034.47

Plant funds: Plant funds:
  Unexpended plant:   Unexpended plant:
    Cash (Note 3) $ 10,000.00 $ 0.00     Fund balance $ 10,000.00 $ 0.00

  Total unexpended plant 10,000.00 0.00   Total unexpended plant 10,000.00 0.00

  Investment in plant :   Investment in plant:   
    Land 303,191.00 302,500.00     Fund balance:   
    Buildings 2,629,269.87 766,602.20       Net investment in plant 3,977,258.85 1,954,453.29
    Improvements other than buildings 22,142.00 22,142.00
    Equipment 1,022,655.98 741,296.65      
    Construction in progress 0.00 121,912.44     

  Total investment in plant 3,977,258.85 1,954,453.29   Total investment in plant 3,977,258.85 1,954,453.29

Total plant funds $ 3,987,258.85 $ 1,954,453.29 Total plant funds $ 3,987,258.85 $ 1,954,453.29

The notes to the financial statements are an integral part of this statement.
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Exhibit B

TENNESSEE BOARD OF REGENTS
TENNESSEE TECHNOLOGY CENTER AT ELIZABETHTON

STATEMENT OF CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 1997

             Current Funds Plant Funds

     Investment
Unrestricted Restricted Unexpended In Plant

REVENUES AND OTHER ADDITIONS
  Unrestricted current fund revenues $ 892,402.83 $ 0.00 $ 0.00 $ 0.00
  Auxiliary enterprise revenues 52,775.12 0.00 0.00 0.00
  State appropriations 0.00 45,203.83 2,023,620.90 0.00
  Federal grants and contracts 0.00 183,456.48 0.00 0.00
  Private gifts, grants, and contracts 0.00 2,000.00 0.00 0.00
  Expended for plant facilities (including $17,545.02
   charged to current fund expenditures) 0.00 0.00 0.00 2,022,805.56

Total revenues and other additions 945,177.95 230,660.31 2,023,620.90 2,022,805.56
    

EXPENDITURES AND OTHER DEDUCTIONS     
  Educational and general expenditures 852,334.83 267,316.61 0.00 0.00
  Auxiliary enterprise expenditures 44,195.27 0.00 0.00 0.00
  Refunded to grantors 0.00 195.89 0.00 0.00
  Indirect costs recovered 0 2,880.86 0 0
  Expended for plant facilities 0.00 0.00 2,005,260.54 0
  Expended for noncapital items 0.00 0.00 18,360.36 0.00

Total expenditures and other deductions 896,530.10 270,393.36 2,023,620.90 0.00

TRANSFER BETWEEN FUNDS -  ADDITION
 (DEDUCTION)
  Nonmandatory:
     Unexpended plant (10,000.00) 0.00 10,000.00 0.00

Net increases (decrease) for the year 38,647.85 (39,733.05) 10,000.00 2,022,805.56
Fund balances at beginning of year 35,516.70 54,620.27 0.00 1,954,453.29

Fund balances at end of year $ 74,164.55 $ 14,887.22 $ 10,000.00 $ 3,977,258.85

The notes to the financial statements are an integral part of this statement.
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Exhibit C

TENNESSEE BOARD OF REGENTS
TENNESSEE TECHNOLOGY CENTER AT ELIZABETHTON

STATEMENT OF CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 1996

Current Funds Plant Funds

Investment
Unrestricted Restricted Unexpended In Plant

REVENUES AND OTHER ADDITIONS
  Unrestricted current fund revenues $ 781,959.14 $ 0.00 $ 0.00 $ 0.00
  Auxiliary enterprise revenues 40,784.08 0.00 0.00 0.00
  State appropriations 0.00 738.00 471,642.29 0.00
  Federal grants and contracts 0.00 184,335.70 0.00 0.00
  Private gifts, grants, and contracts 0.00 10,004.00 0.00 0.00
  Expended for plant facilities (including $33,098.65
   charged to current fund expenditures) 0.00 0.00 0.00 474,188.17

Total revenues and other additions 822,743.22 195,077.70 471,642.29 474,188.17
    

EXPENDITURES AND OTHER DEDUCTIONS     
  Educational and general expenditures 808,678.46 153,324.27 0.00 0.00
  Auxiliary enterprise expenditures 36,023.29 0.00 0.00 0.00
  Refunded to grantors 0.00 102.00 0.00 0.00
  Expended for plant facilities 0.00 0.00 441,089.52 0.00
  Expended for noncapital items 0.00 0.00 30,552.77 0.00
  Equipment inventory adjustments 0.00 0.00 0.00 4,629.25

Total expenditures and other deductions 844,701.75 153,426.27 471,642.29 4,629.25

Net increases (decrease) for the year (21,958.53) 41,651.43 0.00 469,558.92
Fund balances at beginning of the year 57,475.23 12,968.84 0.00 1,484,894.37

Fund balances at end of year $ 35,516.70 $ 54,620.27 $ 0.00 $ 1,954,453.29

The notes to the financial statements are an integral part of this statement.

12



Exhibit D

TENNESSEE BOARD OF REGENTS
TENNESSEE TECHNOLOGY CENTER AT ELIZABETHTON

STATEMENT OF CURRENT FUNDS REVENUES, EXPENDITURES, AND OTHER CHANGES
FOR THE YEAR ENDED JUNE 30, 1997

Unrestricted Restricted Total
REVENUES
  Tuition and fees $ 92,017.53 $ 0.00 $ 92,017.53
  State appropriations 722,100.00 0.00 722,100.00
  Federal grants and contracts 1,376.00 223,364.74 224,740.74
  State grants and contracts 64,880.86 42,272.97 107,153.83
  Private gifts, grants, and contracts 6,601.48 1,678.90 8,280.38
  Sales and services of educational activities 273.32 0.00 273.32
  Sales and services of auxiliary enterprises 52,775.12 0.00 52,775.12
  Other sources 5,153.64 0.00 5,153.64

Total current revenues 945,177.95 267,316.61 1,212,494.56

EXPENDITURES AND TRANSFER
  Educational and general expenditures:
    Instruction 425,330.31 116,398.00 541,728.31
    Student services 88,241.44 0 88,241.44
    Institutional support 206,937.49 1,452.00 208,389.49
    Operation and maintenance of plant 131,825.59 0.00 131,825.59
    Scholarships and fellowships 0.00 149,466.61 149,466.61

  Total educational and general expenditures 852,334.83 267,316.61 1,119,651.44

  Nonmandatory transfer for:
    Unexpended plant 10,000.00 0.00 10,000.00

  Total educational and general 862,334.83 0.00 1,129,651.44

  Auxiliary enterprises:
    Expenditures 44,195.27 0.00 44,195.27

  Total auxiliary enterprises 44,195.27 0.00 44,195.27

Total expenditures and transfer 1,758,864.93 267,316.61 1,173,846.71

OTHER DEDUCTIONS
  Excess  of transfers to revenues over
     restricted receipts 0.00 (36,656.30) (36,656.30)
   Refunded to grantors 0.00 (195.89) (195.89)
   Indirect costs recovered 0.00 (2,880.86) (2,880.86)

Net increase (decrease) in fund balances $ (813,686.98) $ (39,733.05) $ (1,085.20)

The notes to the financial statements are an integral part of this statement.
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Exhibit E

TENNESSEE BOARD OF REGENTS
TENNESSEE TECHNOLOGY CENTER AT ELIZABETHTON

STATEMENT OF CURRENT FUNDS REVENUES, EXPENDITURES, AND OTHER CHANGES
FOR THE YEAR ENDED JUNE 30, 1996

Unrestricted Restricted Total
REVENUES
  Tuition and fees $ 55,065.92 $ 0.00 $ 55,065.92
  State appropriations 719,000.00 0.00 719,000.00
  Federal grants and contracts 1,426.00 142,022.02 143,448.02
  State grants and contracts 0.00 6,640.00 6,640.00
  Private gifts, grants, and contracts 5,000.00 4,662.25 9,662.25
  Sales and services of educational activities 155.00 0.00 155.00
  Sales and services of auxiliary enterprises 40,784.08 0.00 40,784.08
  Other sources 1,312.22 0.00 1,312.22

Total current revenues 822,743.22 153,324.27 976,067.49

EXPENDITURES AND TRANSFERS
  Educational and general expenditures:
    Instruction 379,633.52 69,395.18 449,028.70
    Student services 78,405.56 0.00 78,405.56
    Institutional support 230,667.11 0.00 230,667.11
    Operation and maintenance of plant 119,972.27 0.00 119,972.27
    Scholarships and fellowships 0.00 83,929.09 83,929.09

  Total educational and general expenditures 808,678.46 153,324.27 962,002.73

  Nonmandatory transfer for:   
      Auxiliary enterprises (22,300.00) 0.00 (22,300.00)

  Total educational and general 786,378.46 153,324.27 939,702.73

  Auxiliary enterprises:
    Expenditures 36,023.29 0.00 36,023.29
    Nonmandatory transfer for:
        Educational and general 22,300.00 0.00 22,300.00

  Total auxiliary enterprises 58,323.29 0.00 58,323.29

Total expenditures and transfers 844,701.75 153,324.27 1,020,326.02

OTHER  ADDITION (DEDUCTION)
  Excess of restricted receipts over transfers to revenues 0.00 41,753.43 41,753.43
  Refunded to grantors 0.00 (102.00) (102.00)

Net increase (decrease) in fund balances $ (21,958.53) $ 41,651.43 $ (2,607.10)

The notes to the financial statements are an integral part of this statement.
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Tennessee Board of Regents 
Tennessee Technology Center at Elizabethton 

Notes to the Financial Statements 
June 30, 1997, and June 30, 1996 

 
 
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
 
Reporting Entity 

 
 The center is part of the State University and Community College System of 

Tennessee (Tennessee Board of Regents).  This system is a component unit of the 
State of Tennessee because the state appoints a majority of the system’s governing 
body and provides financial support; the system is discretely presented in the 
Tennessee Comprehensive Annual Financial Report. 
 
 
Basis of Presentation 

 
 The financial statements of the center have been prepared in conformity with 

generally accepted accounting principles as prescribed by the Governmental 
Accounting Standards Board (GASB).  The center uses the AICPA College Guide 
model for accounting and financial reporting. 
 
 
Basis of Accounting 
 
The financial statements of the center have been prepared on the accrual basis, 
except that depreciation on plant assets is not recorded and revenues and 
expenditures of an academic term encompassing more than one fiscal year are  
reported solely in the fiscal year in which the term is predominantly conducted.  All 
restricted resources are recorded as additions to the fund balances of the appropriate 
fund groups.  Restricted current resources are then recorded as revenues during the 
period in which they are expended.  The statement of current funds revenues, 
expenditures, and other changes is a statement of financial activities of current funds 
related to the current reporting period.  It does not purport to present the results of 
operations or the net income or loss for the period, as would a statement of income 
or a statement of revenues and expenses. 
 
To the extent that current funds are used to finance plant assets, the funds are 
accounted for as expenditures, for normal replacement of movable equipment, and 
nonmandatory transfers, for all other cases. 
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Fund Accounting 
 
To ensure observance of limitations and restrictions placed on the use of the 
resources available, the center maintains accounts in accordance with the principles 
of fund accounting.  With this procedure, resources for various purposes are 
classified for accounting and reporting purposes into funds for specified activities or 
objectives.  Separate accounts are maintained for each fund; however, in the 
accompanying financial statements, funds with similar characteristics have been 
combined into fund groups.  Accordingly, all financial transactions have been 
recorded and reported by fund group. 
 
Within each fund group, fund balances restricted by outside sources are so indicated 
and are distinguished from unrestricted funds which are allocated to specific 
purposes by the governing board.  Externally restricted funds may be used only in 
accordance with the purposes established by the source of such funds and contrast 
with unrestricted funds over which the governing board retains full control to use in 
achieving any of its institutional purposes. 
 
All gains and losses arising from the sale, collection, or other disposition of noncash 
assets are accounted for in the fund that owned such assets.  Ordinary income 
derived from receivables and the like is accounted for in the fund owning such 
assets.  All other unrestricted revenue is accounted for in the unrestricted current 
funds.  Restricted gifts, grants, appropriations, and other restricted resources are 
accounted for in the appropriate restricted funds.  Restricted current funds are 
reported as revenues and expenditures when expended for current operating 
purposes. 
 
 
Current Funds 
 
Unrestricted current funds consist of those funds over which the center retains full 
control for use in achieving any of its authorized institutional purposes.  Auxiliary 
enterprises activities are included in unrestricted current funds and include the 
bookstore.  Restricted current funds are externally restricted and may be used only 
in accordance with the purposes established by their source. 
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Plant Funds 
 
The plant funds group consists of (1) funds set aside for the acquisition of physical 
properties for institutional purposes, and (2) funds expended for, and thus invested 
in, institutional properties. 
 
 

 Inventories 

Inventories are valued at the lower of cost or market.  Textbooks included in the 
inventory are recorded on a first-in, first-out basis.  All other items are maintained 
on an average-cost or first-in, first-out basis. 
 
 

 Allocation for Working Capital 

The unrestricted fund balance is allocated for the amount of working capital.  
“Working capital” is defined as the total of all petty cash, accounts receivable, 
inventories, and prepaid expenses in the unrestricted fund at the balance sheet date, 
except for student receivables credited to deferred revenue, accrued interest, and 
amounts due on federal letters of credit, less the accrued benefits on accrued faculty 
salaries. 
 

 
NOTE 2. COMPENSATED ABSENCES 

The center’s employees accrue annual leave at varying rates, depending on length of 
service or classification.  Some employees also earn compensatory time.  Generally 
accepted accounting principles require that certain accrued compensated absences 
and related benefits, the effects of which are material to the financial statements, be 
recorded as earned.  The center’s policy is to record such benefits as paid.  The 
recognition of this liability for accrued compensated absences and related benefits 
would have increased the liabilities of the unrestricted current fund by $56,691.90 at 
June 30, 1997, and $49,842.23 at June 30, 1996, increased the unrestricted current 
fund expenditures by $6,849.67 for the year ended June 30, 1997, and decreased the 
unrestricted current fund expenditures by $5,680.19 for the year ended June 30, 
1996. 
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NOTE 3. DEPOSITS 

The laws of the State of Tennessee require that collateral be pledged to secure all 
uninsured deposits.  Tennessee Board of Regents policies require that the market 
value of collateral pledged equal 105% of the uninsured deposits.  The pledged 
securities are included with securities pledged for funds on deposit for Northeast 
State Technical Community College, the center’s lead institution.  The bank balance 
of the operating account maintained by the center was entirely insured. 
 
 

NOTE 4. PENSION PLAN 
 
 Defined Benefit Plan 
 

During the year ended June 30, 1997, the center implemented GASB Statement 27, 
“Accounting for Pensions by State and Local Government Employers.”  In 
accordance with that statement, at transition it was determined that a pension liability 
or asset does not exist for this plan. 

 
 
  Tennessee Consolidated Retirement System 
 

 Plan Description - The center contributes to the State Employees, Teachers, and 
Higher Education Employees Pension Plan (SETHEEPP), a cost-sharing 
multiple-employer defined benefit pension plan administered by the Tennessee 
Consolidated Retirement System (TCRS).  TCRS provides retirement, death, 
and disability benefits  as well as annual cost-of-living adjustments to plan 
members and their beneficiaries. Title 8, Chapters 34-37, Tennessee Code 
Annotated, establishes benefit provisions.  State statutes are amended by the 
Tennessee General Assembly. 

 
 The TCRS issues a publicly available financial report that includes financial 

statements and required supplementary information for SETHEEPP.  That 
report may be obtained by writing to the Tennessee Department of the Treasury, 
Consolidated Retirement System, 10th Floor Andrew Jackson Building, 
Nashville, Tennessee 37243-0230, or by calling (615) 741-8202, extension 139. 

 
 Funding Policy - Plan members are noncontributory.  The center is required to 

contribute an actuarially determined rate.  The current rate is 7.36% of annual 
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covered payroll.  Contribution requirements for the center are established and 
may be amended by the TCRS’ Board of Trustees.  The center’s contributions 
to TCRS for the years ended June 30, 1997, 1996, and 1995, were $40,742.10, 
$32,470.68, and $32,161.12.  Contributions met the requirements for each year. 

 
 

NOTE 5. OTHER POST-EMPLOYMENT BENEFITS 

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

NOTE 6. INSURANCE-RELATED ACTIVITIES 

 The state purchases commercial insurance for real property losses above $5 million 
per year and surety bond coverage on the state’s officials and employees.  In the past 
three fiscal years, the state has not had any claims filed with the commercial insurer.  
A designation for casualty losses in the amount of $5 million has been established in 
the state’s general fund to provide for any property losses not covered by the 
commercial insurance. 
 
At June 30, 1997, the scheduled coverage for the center was $3,722,000 for 
buildings and $862,800 for contents.  At June 30, 1996, the scheduled coverage was 
$1,887,500 for buildings and $640,000 for contents. 

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

The state has also set aside assets in the Employee Group Insurance Fund, an 
internal service fund, to provide a program of health insurance coverage for the 
employees of the state with the risk retained by the state.  The center participates in 
the Employee Group Insurance Fund.  The fund allocates the cost of providing 
claims servicing and claims payment by charging a premium to the center based on 
estimates of the ultimate cost of claims that have been reported but not settled and of 
claims that have been incurred but not reported.  Employees and providers have 13 
months to file medical claims. 
 
 

NOTE 7. COMMITMENTS AND CONTINGENCIES 
 
Sick Leave - The center records the cost of sick leave when paid.  Generally, since 
sick leave (earned one day per month with unlimited accumulation) is paid only 
when an employee dies or is absent because of illness, injury, or related family 
death, there is no liability for sick leave at June 30.  The dollar amount of unused 
sick leave was $202,454.45 at June 30, 1997, and $182,604.14 at June 30, 1996. 
 
Operating Leases - The center has entered into various operating leases for 
buildings.  Such leases will probably continue to be required.  Expenditures under 
operating leases were $20,100 for the year ended June 30, 1997, and $17,100 for the 
year ended June 30, 1996.  All operating leases are cancelable at the lessee’s option. 
 
Construction in Progress - At June 30, 1997, outstanding commitments under 
construction contracts totaled $273,687.27 for a new building and furnishings, 
which will be funded by future state capital outlay appropriations. 
 


