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The University of Alabama at Birmingham
(UAB) was established as a separate cam-
pus of The University of Alabama System
in 1966. Three years later, it was given
greater autonomy within the system with
its own president. Since then, it has grown
to  become the  la rgest  o f  the  three  
System campuses, with an operating
budget of $1.7 billion. With over 17,000
students, UAB awarded more than 3,000
degrees and certificates during the 2003-
2004 academic year. UAB is located in the
heart of Alabama’s largest metropolitan
area, occupying more than 11.7 million
square feet in more than 100 major build-
ings spread across nearly 80 blocks in the
downtown area of Birmingham. Including
its 908-bed hospital, UAB employs more
than 18,000 people, making it one of the
largest employers in Alabama.

2004 Overview
In 2004, UAB completed the most success-
ful fund-raising campaign in state history.
Started five years ago, the Campaign for UAB
raised more than $388.7 million, including
$27.4 million for 126 new endowed scholar-
ships and fellowships; $46.5 million for 56
endowed chairs and professorships; $41.8
million for building construction, renovation,
and equipment; and $273 million for aca-
demic program enhancements and technol-
ogy. But the fund-raising momentum did not
stop there. Fiscal year 2004 marked the
third-highest fund-raising year in the history
of the university with a total of more than
$64.2 million. This exceeds the year's goal
by nearly $1 million.

Undergraduate enrollment grew by 3.58 per-
cent in fall 2003, and average ACT scores of
the entering class continued to climb, from
21.75 to 22.52. Akofa Bonsi, a philosophy
major, was named a 2004 Truman Scholar. 

U.S. News & World Report ranked UAB's
School of Medicine 25th in research
nationally and 30th in primary care, with

three specialities in the top 20—AIDS,
women's health, and internal medicine.
UAB ranked 20th in National Institutes of
Health funding and 26th in overall federal
research and development funding.

During 2004, construction continued on
major facilities, including a new University
Hospital, the Shelby Interdisciplinary Bio-
medical Research Building, and a campus
recreation center.

The most recent economic impact study
shows that UAB's impact on the Birming-
ham area is $2.9 billion. Over the past two
fiscal years, the overall impact, including
construction and university retirees' local
expenditures, increased by an estimated
15.5 percent.

Vision
The University of Alabama at Birmingham
shall be an internationally renowned
research university—a first choice for edu-
cation and healthcare.

Mission
As an urban research university and aca-
demic health center, UAB is committed to
the discovery, dissemination, and applica-
tion of knowledge as a fundamental path
to success and to the enhancement of
people throughout the world. In so doing,
UAB has an enduring commitment to
teaching, research and scholarship, cre-
ativity, and service to the community.

UAB's mission is carried out through its
academic, research, and service pro-
grams. Undergraduate, graduate, and pro-
fessional degree programs are offered
through the schools of Arts and Humani-
ties, Business, Dentistry, Education, Engi-
neering, Health Related Professions,
Medicine, Natural Sciences and Mathe-
matics, Nursing, Optometry, Public Health,
and Social and Behavioral Sciences, as
well as the UAB Graduate School.

Introduction 
to UAB
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Assets and Liabilities
Since 1979 UAB’s assets have increased
by $2.3 billion, while liabilities increased
by only $0.9 billion. The fund balances,
or “net assets” as they have become
known under the new GASB 35 account-
ing principles, grew during this time 
period by $1.4 billion. 

Capital Expansion
UAB’s expansive growth in the areas of
instruction, research, and patient care
has dictated a need for more and better
instructional space, research labs, and
patient care facilities. Due to the low
level of State funding for capital expendi-
tures in public institutions of higher edu-
cation, much of UAB’s capital expansion
has been financed through gifts, UAB
funds, and the issuance of long-term
bonds. The accompanying chart shows
the growth in investment in plant since
1979 and the associated increase in
long-term debt. The investment in plant
figures do not include the effect of accu-
mulated depreciation.

Endowment Growth
The increase in the endowment and
quasi-endowment assets from $8.6 mil-
lion to $276.8 million over the past 25
years reflects the commitment of the
community to UAB’s ongoing success
and sound investment program.

Financial 
Highlights
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All charts represent fiscal years ended September 30 and dollars in millions.

Financial Ratios
The following selected ratios, calculated for the years ended September 30, 2004 and 2003, are
intended to provide a better understanding of UAB’s financial strength and to put the financial data into
a clearer perspective. 

Ratio of Actual Debt 
Service to Operations
This ratio is useful for analyzing the creditwor-
thiness of an institution. Since debt service is
a legal claim on resources, the higher the ratio,
the fewer the resources available for other
operational needs. This ratio measures the
demand that the annual commitment to credi-
tors places on unrestricted operating funds. It
is expressed as a percentage of actual debt
service to operating expenses.

Ratio of Expendable Financial
Resources to Direct Debt
This ratio indicates the relative liquidity of the
institution. A ratio of 1:1 or greater indicates
that an institution has sufficient liquid assets
to satisfy all related liabilities. A ratio of less
than 1:1 means that there would not be suffi-
cient liquid assets to satisfy all debts as of the
reporting date.

The graph indicates that while total direct debt
has risen as bonds were issued to cover the cost
of plant expansion, the institution as a whole
has maintained a sufficient level of liquidity. 
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Excludes Advanced Professionals

Student Profile
Total 16,357
As of Fall 2003

Student Financial Aid

In fiscal year 2004, 62.7% of UAB’s students received student
financial aid from UAB. Financial aid disbursements of $110.9
million were provided from the following sources:

Federal Government

Student Loans $ 69,402,838
Grants 10,700,782
Work-Study 1,637,122

Subtotal Federal $ 81,740,742

State Government $ 124,288

University
Loans $ 302,849
Scholarships 28,724,717

Subtotal University $ 29,027,566

Total $ 110,892,596

Nonfinancial 
Highlights
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Fall 2003 Undergraduate Graduate Professional* Total

School of Arts and Humanities 1,183 48 1,231
School of Business 1,793 390 2,183

School of Education 735 948 1,683

School of Engineering 575 274 849

School of Natural Sciences and Mathematics 1,454 207 1,661

School of Social and Behavioral Sciences 1,721 215 1,936

Unclassified 2,473 641 3,114

Subtotal 9,934 2,723 12,657

Academic Health Center

School of Medicine 6 1,492 1,498

School of Dentistry 15 5 314 334

School of Optometry 25 168 193

School of Nursing 288 259 547

School of Health Related Professions 803 574 1,377

School of Public Health 342 342

Joint Health Sciences 397 397

Subtotal Academic Health Center 1,112 1,602 1,974 4,688

Total Enrollment 11,046 4,325 1,974 17,345

Student Headcount
Enrollment for the fall semester of the
2003-2004 school year is outlined in

the table at right. 

* Includes 986 first professionals and 988 advanced professionals

7
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Staff Profile
Total 16,066 

As of Fall 2003

9

Faculty Profile
Total 2,630 

As of Fall 2003
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Appropriations Received
Fiscal years ended September 30

(Dollars in millions)

Hospital University
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State 
Appropriations
The State appropriations for UAB are
made by the State Legislature based
upon a process which involves requests
from the Board of Trustees of The Uni-
versity of Alabama, and budget recom-
mendations by the Alabama Commission
on Higher Education and the Governor.
State funds are appropriated annually
from the Educational Trust Fund (ETF) to
UAB. For the fiscal year ended Septem-
ber 30, 2004, UAB received direct fund-
ing f rom the ETF in the amount of
$219,883,401.



Grants and 
Contracts Revenues
Fiscal years ended September 30

(Dollars in millions)
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Sponsored Grants
and Contracts

During fiscal year 2004, UAB received $366.9 mil-
lion in sponsored grants and contracts revenues
(including $72.9 million of indirect cost recovery).
Various federal agencies provided the majority of
support for these projects, with the National Insti-
tutes of Health (NIH) being the primary sponsor. As
a measure of UAB’s success in attracting funding
for sponsored research, according to the most cur-
rent available data, UAB ranked 18th nationally
among colleges and universities in funds received
from NIH, and 20th in federal funds provided for

research and development expenditures. Nonfed-
eral funding sources include state agencies, local
governmental agencies, and a wide variety of pri-
vate sponsors. 

Grant and contract awards from all sources have
increased rapidly through the years. Revenues from
grants and contracts (including indirect cost recov-
ery) increased from $266.3 million during 2000 to
$366.9 million during 2004, an increase of 37.8%
for the period.

2000 2001 2002 2003 2004
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Hospital
University Hospital (the “Hospital”) is a
908-bed quaternary and tertiary care
medical facility and part of the UAB
Health System. The Hospital includes
Jefferson Tower, Hillman Building, Spain-
Wallace Building, Quarterback Tower,
North Wing, Spain Rehabilitation Center,
West Pavilion, Russell Ambulatory Cen-
ter, Medical Education Building, and the
Center for Psychiatric Medicine. Other
clinical facilities in the UAB Academic
Health Center include Smolian Psychi-
atric Clinic, Engel Psychiatric Day Treat-
ment Center, Lurleen B. Wallace Tumor
Institute, and the 1917 Clinic. The new
University Hospital, a nine-story diagnos-
tic and treatment facility, opened on
November 17, 2004. The Hospital also
has strong ties with other governmental
and private nonprofit institutions located
within and adjacent to the UAB campus,
including Veterans Affairs Medical Cen-
ter, Children’s Hospital, and Jefferson
County’s Cooper Green Hospital. Other
health care facilities in the UAB Health
System include The Kirklin Clinic, the
Callahan Eye Foundation Hospital, and
UAB Medical West. 

2003 2004

Beds in Service 850 854

Discharges 40,275 41,775

Inpatient Days 248,032 258,786

Patient Origin:
Jefferson County 41.8% 44.3%

Other Alabama Counties 49.0% 47.0%
Out of State 9.2% 8.7%

Volume statistics exclude well babies.
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Hospital Awards and Accolades
The Hospital has continued to demonstrate quality in both its
patient care and work environments. It also remains the only
Alabama hospital to achieve Magnet Nursing Facility status as
designated by the American Nurses Credentialing Association.
During fiscal year 2004, the Hospital was once again awarded
the Alabama Quality Award for Continuous Quality Improvement
by the Alabama Productivity Center. In addition, 14 UAB pro-
grams are ranked in U.S. News & World Report’s annual “Amer-
ica’s Best Hospitals” issue. The magazine selected 50 programs
in 17 medical specialties nationwide. University Hospital is the
only Alabama hospital included in the listing. The Hospital also
received the Consumer Choice Award from the National
Research Corporation and was identified again among health
care’s 100 most wired facilities by Hospitals and Health Net-
works.

The New University Hospital
Opened in November 2004, the new University Hospital is an
885,000 square-foot, nine-story replacement facility. From the
basement to the helipad, the building is spacious, aesthetically
pleasing, and architecturally state of the art. It is home to a total
of 37 operating suites, two procedure rooms, four intensive care
units, three medical surgical units, and the emergency depart-

ment. Along with the patient care areas, several support depart-
ments such as Pharmacy, Central Sterile, Radiology, and Labo-
ratory Services have relocated to the new hospital.

The second floor is the main thoroughfare from the new visitor
parking deck into the hospital complex. The building has a total
of 22 elevators. The visitor elevators are situated at each level
on the three-story atrium, giving visitors a greater sense of ori-
entation to the building. Three connecting bridges to other facil-
ities and a five-level bridge over 6th Avenue South link the
hospital to other patient care areas. In addition, an escalator
connects the first and second floors.

The building is designed to be patient- and family-friendly. Seat-
ing for over 900 visitors includes large open public seating areas
around the atrium on the first, second, fifth, and seventh floors
as well as smaller waiting rooms in the nursing units and the
emergency department. 

The design, construction, and operations planning activities for
the building continued for several years. It has been a multidis-
ciplinary project each step of the way, with considerable input
from the Hospital’s medical and administrative leaders.
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Management’s
Responsibility for
Financial Reporting
The accompanying financial statements of
the University of Alabama at Birmingham
(UAB) for the years ended September 30,
2004 and 2003, were prepared by UAB’s
management in conformity with account-
ing principles generally accepted in the
United States of America.

The management of UAB is responsible for
the integrity and objectivity of these finan-
cial statements, which are presented on
the accrual basis of accounting and,
accordingly, include some amounts based
upon judgment. Other financial informa-
tion in the annual report is consistent with
that in the financial statements. The sys-
tem of internal accounting controls is
designed to help ensure that the financial
reports and the books of account properly
reflect the transactions of the institution,
in accordance with established policies
and procedures as implemented by quali-
fied personnel.

The Board of Trustees of The University of
Alabama, through its Finance Committee,
monitors the financial and accounting
operations of the institution, including the
review and discussion of periodic financial
statements and the evaluation and adop-
tion of budgets. The Board of Trustees of
The University of Alabama, through its
Audit Committee, monitors the basis of
engagement and reporting of independent
certified public accountants.

Richard L. Margison

Vice President for Financial Affairs
and Administration

Tricia Raczynski

Associate Vice President
for Financial Affairs

Independent Auditors’ Report

To the Board of Trustees of The University of Alabama

We have audited the accompanying statements of net assets of the business–type activities and
each major fund of The University of Alabama at Birmingham (UAB), one of the campuses of The
University of Alabama System which is a component unit of the State of Alabama, and the related
statements of revenues, expenses, and changes in net assets and cash flows as of and for the years
ended September 30, 2004 and 2003, which collectively comprise UAB’s basic financial state-
ments. These basic financial statements are the responsibility of UAB’s management. Our respon-
sibility is to express opinions on these basic financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Audit-
ing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audits to obtain reasonable assurance about whether the basic finan-
cial statements are free of material misstatement. The financial statements of the University of
Alabama Hospital and Triton Health Systems, L.L.C. were not audited in accordance with Govern-
ment Auditing Standards. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the basic financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall basic financial statement presentation. We believe that our audits provide a reasonable
basis for our opinions. 

As discussed in note 1, the financial statements of UAB are intended to present the financial posi-
tion, changes in financial position, and the cash flows of only that portion of the business–type
activities and each major fund of the financial reporting entity of The University of Alabama System
that is attributable to the transactions of UAB. They do not purport to, and do not, present fairly the
financial position of the University of Alabama System as of September 30, 2004 and 2003, and
its changes in financial position and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America. 

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the respective financial position of the business–type activities and each major fund of
UAB as of September 30, 2004 and 2003, and the respective changes in its financial position and
cash flows thereof for the years then ended in conformity with accounting principles generally
accepted in the United States of America. 

As discussed in note 2 to the financial statements, effective October 1, 2003, UAB adopted the pro-
visions of Government Accounting Standards Board (GASB) Statement No. 39, Determining
Whether Certain Organizations Are Component Units - an amendment of GASB Statement 14. 

In accordance with Governmental Auditing Standards, we have also issued our report dated
December 10, 2004, on our consideration of UAB’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agree-
ments and other matters. The purpose of that report is to describe the scope of our testing of inter-
nal control over financial reporting and compliance and the results of that testing and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an inte-
gral part of an audit performed in accordance with Governmental Auditing Standards and should
be considered in assessing the results of our audits. 

The management’s discussion and analysis on pages 15 through 21 is not a required part of the
basic financial statements but is supplementary information required by accounting principles gen-
erally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and pres-
entation of the required supplementary information. However, we did not audit the information and
express no opinion on it. 

Our audits were conducted for the purpose of forming opinions on the financial statements that col-
lectively comprise UAB’s basic financial statements. The introductory section is presented for the
purpose of additional analysis and is not a required part of the basic financial statements. This sec-
tion has not been subjected to the auditing procedures applied by us in the audits of the basic
financial statements and, accordingly, we express no opinion on it. 

December 10, 2004 

Suite 1800 SouthTrust Tower 420 20th Street North Birmingham, AL 35203 
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The objective of management’s discussion and
analysis is to help readers of UAB’s financial state-
ments better understand the financial position and
operating activities for the fiscal years ended Sep-
tember 30, 2004 and 2003. The financial state-
ments are presented in three columns: University,
Hospital, and Total. The University and the Hospital
are reported as major funds in the accompanying
financial statements because each of these activi-
ties presents information that management believes
is particularly important to financial statement
users. The following discussion and analysis pro-
vides an overview of UAB’s financial activities. This
discussion should be read in conjunction with the
financial statements and notes to the financial
statements.

Financial Overview
UAB’s f inancial position exhibited continued
growth, as assets totaled $2.65, $2.50, and $2.25
billion at September 30, 2004, 2003, and 2002, an
increase of $151.7 million or 6.07% from 2003 to
2004 and $252.1 million or 11.22% from 2002 to
2003, primarily due to the continued expansion of
capital assets and increasing investments values in
conjunction with the favorable investment market
position as of September 30, 2004. 

Total liabilities increased $22.5 million or 2.38%
from September 30, 2003, to September 30, 2004.
The increase results from continued growth in
expenditures offset by the reduction in bonds
payable related to annual principal payments. Total
liabilities increased $101.5 million or 12.01% from
September 30, 2002, to 2003. In December 2002,
UAB issued $11,455,000 in Series 2002 General
Revenue Bonds. The proceeds from this offering
were used to refund $11,630,000 of Series 1993A
General Revenue Bonds. In June 2003, UAB issued
$69,930,000 of Series 2003A General Revenue
Bonds. The proceeds from this offering will be used
for UAB’s expansion of capital assets to allow for
continued growth and to refund $6,990,000 of
Series 1993 Student Housing Revenue Refunding
Bonds, issued by the UAB Educational Foundation
(UABEF), representing the Lease Payable to UABEF.

The change in net assets reflects the operating and
nonoperating activity of UAB, which results from
revenues, expenses, and gains and losses, and is
summarized for the years ended September 30,
2004, 2003, and 2002, as follows:

A majority of UAB’s endowment funds are invested
in a common investment pool established by The
Board of Trustees of The University of Alabama (the
Board). The funds are invested to maximize total
return over the long term, with an appropriate level
of risk. Any reduction in the fair value of the endow-
ment portfolio will not have a meaningful immediate
impact on the portion of investment income avail-
able to support current year operating expenses
since such distributions are made pursuant to The
University of Alabama System’s (the System)
spending rate policy.

Statement of Net Assets
The statement of net assets presents the financial
position of UAB at the end of the fiscal year, and
includes all assets and liabilities recorded on the
accrual basis of accounting. The dif ference
between total assets and total liabilities (net assets)
is one indicator of whether the overall financial con-
dition of UAB has improved or worsened during the
year. A summarized comparison of UAB’s assets,
liabilities, and net assets at September 30, 2004,
2003, and 2002, is as follows:

Management’s Discussion and Analysis
Unaudited

2004 2003 2002

Total operating revenues $ 1,300,009,042 $ 1,221,449,929 $1,148,357,670

Total operating expenses 1,558,785,771 1,452,748,615 1,351,687,684

Net operating loss $ (258,776,729) $ (231,298,686) $ (203,330,014)
Total nonoperating income and 

capital endowment activities 387,962,627 381,854,074 245,550,862

Increase in net assets $ 129,185,898 $ 150,555,388 $ 42,220,848

2004 2003 2002

Assets
Capital Assets $ 1,150,164,600 $ 1,005,280,582 $ 884,082,468
Other Assets 1,500,937,788 1,494,129,392 1,363,260,397

Total Assets $ 2,651,102,388 $ 2,499,409,974 $2,247,342,865

Liabilities and Net Assets
Current Liabilities $ 313,525,238 $ 267,602,148 $ 209,442,672
Noncurrent Liabilities 656,024,438 679,441,012 636,088,767

Total Liabilities $ 969,549,676 $ 947,043,160 $ 845,531,439
Net Assets 1,681,552,712 1,552,366,814 1,401,811,426

Total Liabilities and Net Assets $ 2,651,102,388 $2,499,409,974 $2,247,342,865
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At September 30, 2004, the major categories of
current assets consist primarily of cash and cash
equivalents, short- term investments, and accounts
receivable, which totaled $543.0 million of the
$584.2 million, an increase of $50.0 million or
10.1% from 2003. This increase is a result of an
increase in accounts receivable resulting from an
increase in grants and contracts revenue and an
increase in current operating investments. 

At September 30, 2003, the major categories of
current assets consisted primarily of cash and cash
equivalents, short-term investments, and accounts
receivable, which totaled $493.1 million of the
$523.0 million, an increase of $72.5 million or
17.2% from 2002. This increase is a result of an
increase in accounts receivable resulting from an
increase in grants and contracts revenue and an
increase in current operating investments.

Total current liabilities of $313.5 million in 2004
consisted primarily of vendor payables, accrued pay-
roll and related benefits, and deferred revenue,
which totaled $273.5 million, compared to $229.5
million at September 30, 2003, an increase of $44.1
million or 19.2% from 2003.

Total current liabilities of $267.6 million in 2003
consisted primarily of vendor payables, accrued pay-
roll and related benefits, and deferred revenue,
which totaled $229.5 million, compared to $209.4
million at September 30, 2002, an increase of $49.5
million or 27.5% from the prior year. 

UAB’s endowment, life income, and other invest-
ments increased $28.5 million to $279.6 million
from September 30, 2003, to September 30, 2004.
This increase results primarily from net investment
gains and the establishment of new endowment
funds through gifts and the creation of Board-des-
ignated quasi-endowments. UAB’s endowment

funds consist of both permanent and quasi-endow-
ment funds.

UAB’s endowment, life income, and other invest-
ments increased $39.6 million to $251.0 million
from September 30, 2002, to September 30, 2003.
This increase resulted from net investment gains of
$36.8 million and the establishment of new endow-
ment funds through gifts and creation of Board-des-
ignated quasi-endowments. UAB’s endowment
funds consist of both permanent and quasi-endow-
ment funds.

Permanent endowment funds are those funds
received from donors with the requirement that the
principal remain unspent and invested in perpetuity
to produce income to be expended for the purposes
specified by the donor. Quasi-endowments consist
of restricted or unrestricted funds that have been
set aside by actions of the Board to produce income
for an established purpose until the time the Board
reverses its action. Endowment income supports
scholarships, fellowships, professorships, research
efforts, and other programs and activities of UAB.

Capital and Debt Activities
An aspect of UAB’s continued growth is an empha-
sis on the expansion and maintenance of capital
assets. UAB continues to implement its long-range
capital plan. 

Capital assets include land, buildings, fixed equip-
ment systems, and inventoried equipment. The orig-
inal costs of capital assets increased approximately
$226.3 and $176.1 million from September 30,
2003, to September 30, 2004, and from September
30, 2002, to September 30, 2003, respectively. This
increase consists primarily of capital expenditures
and capital additions totaling $280.2 and $234.0
million in 2004 and 2003. Capital additions are com-

Unaudited
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prised primarily of renovation and new construction
of research and health care facilities, as well as addi-
tions to improve information technology systems.
Annual additions were funded with capital appropri-
ations, grants, gifts of $17.2 and $21.2 million, debt

proceeds of $132.1 and $130.0 million, and the
remainder by UAB funds designated for capital pur-
chases in 2004 and 2003, respectively. 

Capital projects in process at September 30, 2004
and 2003, include the construction of the new Uni-
versity Hospital and additional research and admin-
istrative space.

UAB’s long-term debt, consisting of bonds and cap-
ital leases, totaled $659.8, $682.5, and $632.1 mil-
lion at September 30, 2004, 2003, and 2002,
respectively. The decrease in debt during 2004 con-
sisted primarily of the principal payments made in
accordance with the debt instruments. The increase
in debt during 2003 consisted primarily of the
issuance of $69.9 million of General Revenue Bond
Series 2003A and various capital leases, which
were issued to finance the construction and acqui-
sition of both University and Hospital facilities and
equipment.

Net Assets
Net assets represent the residual interest in UAB’s
assets after liabilities are deducted. UAB’s net
assets at September 30, 2004, 2003, and 2002,
are summarized as follows:

Net assets invested in capital assets, net of related
debt, represent UAB’s capital assets, net of accu-
mulated depreciation and outstanding principal of
debt attributable to the acquisition, construction,
or improvement of those assets. The $79.5 million
increase in 2004 reflects the continued capital
asset development in accordance with its long-
range capital plan. The $43.8 million decrease in
2003 reflects the issuance of new debt to continue
capital asset development in accordance with its
long-range capital plan.

Restricted nonexpendable net assets include UAB’s
permanent endowment funds and annuity and life
income assets that will ultimately become a pure
endowment. The $14.7 and $37.5 million increase
results from the net increase in fair value of invest-
ments and gifts in 2004 and 2003, respectively.
Restricted expendable net assets are subject to
externally imposed restrictions governing their use.

Although unrestricted net assets are not subject to
externally imposed restrictions, UAB has desig-
nated available unrestricted net assets to be used
for academic and research programs as well as cap-
ital projects. 

2004 2003 2002University
Invested in capital assets, net of related debt $ 441,043,503 $ 376,265,447 $ 403,823,337
Restricted

Nonexpendable 187,797,125 173,096,645 135,557,463
Expendable 179,931,971 181,296,591 133,878,012

Unrestricted 274,693,122 275,790,785 239,697,911
Total Net Assets $ 1,083,465,721 $ 1,006,449,468 $ 912,956,723

Hospital
Invested in capital assets, net of related debt $ 63,162,698 $ 48,414,000 $ 64,626,388
Restricted

Nonexpendable 128,099 128,099 128,099
Expendable 25,072,177 22,025,291 17,855,982

Unrestricted 509,724,017 475,349,956 406,244,234
Total Net Assets $ 598,086,991 $ 545,917,346 $ 488,854,703

Total UAB
Invested in capital assets, net of related debt $ 504,206,201 $ 424,679,447 $ 468,449,725
Restricted

Nonexpendable 187,925,224 173,224,744 135,685,562
Expendable 205,004,148 203,321,882 151,733,994

Unrestricted 784,417,139 751,140,741 645,942,145
Total Net Assets $ 1,681,552,712 $ 1,552,366,814 $ 1,401,811,426

Unaudited
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Statement of Revenues,
Expenses, and Changes
in Net Assets
The statement of revenues, expenses,
and changes in net assets presents
UAB’s results of operations, as well as
t h e  n o n o p e r a t i n g  r eve n u e s  a n d
expenses. Annual state appropriations
are classified as nonoperating revenues
according to accounting principles 
generally accepted in the United States
of America, even though the state-appro-
priated funds are used to support the
operations of UAB. A summarized com-
parison of UAB’s revenues, expenses,
and changes in net assets for the years
ended September 30, 2004, 2003, and
2002, is presented at right:

Figures A and A1 are graphic illustra-
tions of revenues by source (both oper-
ating and nonoperating), which are used
to fund UAB’s operating activities for the
years ended September 30, 2004 and
2003, respectively. 

Unaudited
2004 2003 2002

Operating Revenues
Student tuition and fees, net $ 62,948,898 $ 56,829,105 $ 50,041,457
Grants and contracts $ 339,577,049 $ 320,212,707 $ 298,956,845
Sales and services $ 716,096,982 $ 661,853,414 $ 629,031,902
Other revenues $ 181,386,113 $ 182,554,703 $ 170,327,466

Revenues supporting core activities $ 1,300,009,042 $ 1,221,449,929 $1,148,357,670

Operating Expenses
Operating expenses $ 1,558,785,771 $ 1,452,748,615 $ 1,351,687,684

Operating loss $ (258,776,729) $ (231,298,686) $ (203,330,014)

Nonoperating revenues (expenses)
State educational appropriations $ 219,883,401 $ 218,671,755 $ 213,310,617
Grants and contracts $ 17,279,413 $ 17,713,515 $ 11,513,037
Private gifts $ 33,874,299 $ 15,052,375 $ 21,669,842
Net investment income (loss) $ 99,171,347 $ 113,744,664 $ (24,436,600)
Interest expense $ (10,204,582) $ (12,756,260) $ (8,500,239)
Gain (loss) of disposal of capital assets $ (2,328,936) $ (1,806,095) $ 1,315,273
Capital state appropriations $ 5,233,490 $ 7,549,494 $ 13,698,109
Capital gifts and grants $ 11,934,310 $ 13,608,860 $ 5,764,866
Permanent endowments $ 9,424,416 $ 9,038,222 $ 5,973,030
Net nonoperating revenues $ 3,695,469 $ 1,037,544 $ 5,242,927

Net nonoperating revenues and other changes $ 387,962,627 $ 381,854,074 $ 245,550,862

Increase in net assets $ 129,185,898 $ 150,555,388 $ 42,220,848

Net assets, beginning of year $ 1,552,366,814 $ 1,401,811,426 $ 1,359,590,578

Net assets, end of year $ 1,681,552,712 $ 1,552,366,814 $1,401,811,426
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UAB measures its performance both for UAB as a
whole, and for UAB without its Hospital (the “Uni-
versity”). The exclusion of the Hospital allows a
clearer view of the operations of the University. Fig-
ures B and B1 are graphic illustrations of the Uni-
versity revenues by source (both operating and
nonoperating), which are used to fund operating
activities other than the activities of the Hospital
for the years ended September 30, 2004 and 2003.

Gross tuition and fees revenue increased by $9.0
and $8.4 million, resulting from increased enroll-
ment in 2004 and 2003, respectively. Total student
headcount of 17,345 and 16,516 increased by 829
and 840 or 5.0% and 5.4% in 2004 and 2003,
respectively. Scholarship allowances applied to stu-
dent accounts increased by $2.4 and $1.7 million in
2004 and 2003, respectively.

UAB receives State appropriations from
the State of Alabama. UAB recognized
funds from the State of Alabama total-
ing $225.1 and $226.2 million, of which
$219.9 and $218.7 million was from the
ETF. The remaining $5.2 and $7.5 mil-
lion represents Public School and Col-
lege Authority funds and other state
capital funds in 2004 and 2003, respec-
tively. 

Net hospital sales and service revenue
totaled $652.7 and $598.4 million, an
increase of $54.3 and $27.7 million or
9.1% and 4.8% from 2003. This increase
results from increased volume, Charge
Description Master initiatives, and
improvements in the Blue Cross and
United Healthcare contracts in 2004. In
2003 inpatient discharges increased by
1.2%.

UAB recognized $45.2, $31.8, and
$30.3 million in gift revenue ($1.9, $7.7,
and $3.0 million and $9.4, $9.0, and
$6.0 million in capital and endowment
gifts, respectively) for the years ended
September 30, 2004, 2003, and 2002,
respectively.

UAB receives grant and contract rev-
enue from federal, state, local, and pri-
vate agencies. These funds are used to
further the mission of UAB: research,
education, and public service. In addi-
tion to the funds received in exchange
for services performed, UAB received
$10.0, $5.9, and $3.0 million in 2004,
2003, and 2002, respectively, in funds
to be used to acquire capital assets. Fig-
ures C and C1 are illustrations of the
breakout of the funding sources for
grant and contract revenue for the years
ended September 30, 2004 and 2003,
respectively. 
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Net investment income (loss) for the years ended
September 30, 2004, 2003, and 2002, consists of
the following components:

A comparative summary of UAB’s expenses for the
years ended September 30, 2004, 2003, and 2002,
is as follows:

Salaries, wages, and benefits increased $29.7 and
$65.0 million or 3.8% and 9.0% from 2003 to 2004
and from 2002 to 2003, respectively. This increase
is due primarily to UAB’s continued growth. In addi-
tion, supplies and services expenses increased
$48.4 and $32.5 million or 8.5% and 6.0% from
2003 to 2004 and from 2002 to 2003, respectively.
This increase is primarily attributable to the growth
in research efforts at UAB as well as an overall
increase in the cost of day-to-day operations.

In addition to their natural classification, it is also
informative to review operating expenses by func-
tion. Graphic illustrations of UAB’s expenses by
function for the year ended September 30, 2004
and 2003, are presented as follows:

Investment Income (Loss) Summary
2004 2003 2002

Interest and dividends $ 52,980,760 $ 48,841,309 $ 36,979,999
Net (decrease) increase in the fair value of investments 43,479,940 61,261,350 (54,592,185)
Return on equity investments 2,710,647 3,642,005 (6,824,414)

$ 99,171,347 $113,744,664 $ (24,436,600)

Operating Expenses-Natural Classification 2004 2003 2002
Salaries, wages, and benefits $ 820,894,553 $ 791,236,935 $ 726,212,996
Supplies and services 619,704,905 571,283,189 538,738,739
Depreciation 98,549,412 71,513,485 73,412,037
Scholarships and fellowships 19,636,901 18,715,006 13,323,912

$1,558,785,771 $1,452,748,615 $1,351,687,684
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Economic Factors That Will
Affect The Future
As a labor-intensive organization, UAB faces compet-
itive pressures related to attracting and retaining fac-
ulty and staff.

The State of Alabama appropriates money each year
to UAB for operating costs and nonoperating cash
requirements, including capital expenditures.
Because the State is mandated by its Constitution to
operate with a balanced budget, the State occasion-
ally has reduced its appropriations, through a process
known as "proration,” when its annual revenues are
not expected to meet budgeted appropriations. It is
expected that proration will be implemented from
time to time, and when proration does occur, UAB will
be required to implement various cost-saving meas-
ures in order to balance its own budget.

UAB will strive to remain highly competitive in terms
of attracting federal grant and contract revenue, pri-
marily from the National Institutes of Health, and
seven individual departments rank among the top ten
in their specialties.

Private gifts are an important part of the fundamen-
tal support of UAB. Economic pressures affecting
donors may also affect the future level of support
UAB receives from corporate and individual giving.

The Hospital faces financial challenges in a price-sen-
sitive managed care environment. The demand for
health care services and the cost of providing them
are increasing significantly while the revenues to sup-
port these services are diminishing. In addition to
cost increases faced by hospitals across the State,
such as rising salary and benefit costs, the Hospital
also faces additional costs associated with new tech-
nologies, the education and training of health care
professionals, and care for a disproportionate share
of the medically underserved in Alabama. In recent
years, federal legislation has been enacted to slow
future rate increases in Medicare and Medicaid and
reduce medical education and disproportionate
share funding.

These financial statements are designed to provide a
general overview of the University of Alabama at
Birmingham and its component units’ financial activ-
ities and to demonstrate UAB’s accountability. Ques-
tions concerning any information provided in this
report or requests for additional information should
be addressed to the Office of the Vice President for
Financial Affairs and Administration, the University
of Alabama at Birmingham, AB 1030, 1530 3RD AVE
S, BIRMINGHAM AL 35294-0110.
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University Hospital Total
Assets
Current Assets

Cash and cash equivalents $ 77,271,765 $ 47,203,327 $ 124,475,092
Short-term investments 202,996,544 39,087,374 242,083,918
Accounts receivable, net 72,723,098 103,804,171 176,527,269
Student loans receivable, current portion 3,360,390 3,360,390
Pledges receivable, current portion 7,409,366 73,019 7,482,385
Inventories 3,128,181 9,796,634 12,924,815
Other current assets 11,817,240 5,525,635 17,342,875

Total current assets $ 378,706,584 $ 205,490,160 $ 584,196,744

Noncurrent Assets
Cash designated for capital activities $ 1,465,661 $ 7,715,345 $ 9,181,006
Restricted cash and cash equivalents 1,887,434 25,976 1,913,410
Investments designated for capital activities 203,928,773 366,585,849 570,514,622
Endowment and life income investments 262,039,129 17,513,392 279,552,521
Other long-term investments 16,330,260 7,127,656 23,457,916
Student loans receivable, net 16,301,421 16,301,421
Pledges receivable 13,063,162 36,250 13,099,412
Capital assets, net 676,953,789 473,210,811 1,150,164,600
Other noncurrent assets 2,720,736 2,720,736

Total noncurrent assets $ 1,194,690,365 $ 872,215,279 $ 2,066,905,644
Total Assets $ 1,573,396,949 $1,077,705,439 $ 2,651,102,388

Liabilities
Current Liabilities

Accounts payable and accrued liabilities $ 115,504,993 $ 83,035,252 $ 198,540,245
Due to (from) 13,464,917 (13,464,917)
Deposits 19,311,584 19,311,584
Deferred revenue-grants 35,670,064 35,670,064
Deferred revenue-other 39,332,727 39,332,727
Long-term debt, current portion 12,081,958 8,588,660 20,670,618

Total current liabilities $ 235,366,243 $ 78,158,995 $ 313,525,238

Noncurrent Liabilities
Advances of federal loan funds $ 16,896,513 $ $ 16,896,513
Long-term debt 237,668,472 401,459,453 639,127,925

Total noncurrent liabilities $ 254,564,985 $ 401,459,453 $ 656,024,438
Total Liabilities $ 489,931,228 $ 479,618,448 $ 969,549,676

Net Assets
Invested in capital assets, net of related debt $ 441,043,503 $ 63,162,698 $ 504,206,201
Restricted

Nonexpendable 187,797,125 128,099 187,925,224
Expendable 179,931,971 25,072,177 205,004,148

Unrestricted 274,693,122 509,724,017 784,417,139
Total Net Assets $1,083,465,721 $ 598,086,991 $1,681,552,712

See accompanying notes to basic financial statements

Statement of Net Assets
September 30, 2004
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Statement of Net Assets
September 30, 2003

University Hospital Total
Assets
Current Assets

Cash and cash equivalents $ 64,256,663 $ 41,031,205 $ 105,287,868
Short-term investments 190,758,504 33,684,930 224,443,434
Accounts receivable, net 72,099,203 91,305,655 163,404,858
Student loans receivable, current portion 2,960,492 2,960,492
Pledges receivable, current portion 5,335,964 125,993 5,461,957
Inventories 2,798,712 7,950,156 10,748,868
Other current assets 8,144,948 2,818,648 10,963,596

Total current assets $ 346,354,486 $ 176,916,587 $ 523,271,073

Noncurrent Assets
Cash designated for capital activities $ 7,792,721 $ 144,578,343 $ 152,371,064 
Investments designated for capital activities 217,476,251 301,007,409 518,483,660
Endowment and life income investments 234,870,937 16,133,093 251,004,030
Other long-term investments 14,254,179 5,420,122 19,674,301
Student loans receivable, net 16,617,391 16,617,391
Pledges receivable 9,103,585 206,250 9,309,835
Capital assets, net 627,973,088 377,307,494 1,005,280,582
Other noncurrent assets 3,398,038 3,398,038

Total noncurrent assets $1,131,486,190 $ 844,652,711 $ 1,976,138,901
Total Assets $1,477,840,676 $1,021,569,298 $ 2,499,409,974

Liabilities
Current Liabilities

Accounts payable and accrued liabilities $ 97,651,231 $ 67,932,776 $ 165,584,007
Due to (from) 13,464,917 (13,464,917) 
Deposits 18,147,132 18,147,132
Deferred revenue-grants 37,764,653 37,764,653
Deferred revenue-other 26,119,565 26,119,565
Long-term debt, current portion 11,894,152 8,092,639 19,986,791

Total current liabilities $ 205,041,650 $ 62,560,498 $ 267,602,148

Noncurrent Liabilities
Advances of federal loan funds $ 16,937,296 $ $ 16,937,296
Long-term debt 249,412,262 413,091,454 662,503,716

Total noncurrent liabilities $ 266,349,558 $ 413,091,454 $ 679,441,012
Total Liabilities $ 471,391,208 $ 475,651,952 $ 947,043,160

Net Assets
Invested in capital assets, net of related debt $ 376,265,447 $ 48,414,000 $ 424,679,447
Restricted

Nonexpendable 173,096,645 128,099 173,224,744
Expendable 181,296,591 22,025,291 203,321,882

Unrestricted 275,790,785 475,349,956 751,140,741
Total Net Assets $1,006,449,468 $ 545,917,346 $ 1,552,366,814

See accompanying notes to basic financial statements
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Statement of Revenues, Expenses,
and Changes in Net Assets
Year Ended September 30, 2004

University Hospital Total
Operating Revenues
Gross tuition and fees $ 83,847,789 $ $ 83,847,789

Less scholarship allowance (19,511,961) (19,511,961)
Less bad debt expense (1,386,930) (1,386,930)

Net tuition and fees 62,948,898 62,948,898
Grants and contracts

Federal 294,608,395 294,608,395
State 2,911,291 2,911,291
Local 2,233,073 2,233,073
Private 39,824,290 39,824,290

Sales and services:
Educational activities 44,370,073 44,370,073
Hospital, net of bad debt expense of $100,901,886 652,669,126 652,669,126
Auxiliary enterprises, net of scholarship 

allowance of $387,405 19,057,783 19,057,783
Other operating revenues 181,039,931 346,182 181,386,113

Total operating revenues $ 646,993,734 $ 653,015,308 $ 1,300,009,042

Operating Expenses
Salaries, wages, and benefits $ 500,063,290 $ 320,831,263 $ 820,894,553
Supplies and services 333,275,725 286,429,180 619,704,905
Depreciation 69,182,483 29,366,929 98,549,412
Scholarships and fellowships 19,636,901 19,636,901

Total operating expenses $ 922,158,399 $ 636,627,372 $ 1,558,785,771

Income (loss) before other nonoperating 
revenues, expenses, gains and losses $ (275,164,665) $ 16,387,936 $ (258,776,729)

Nonoperating Revenues (Expenses)
State appropriations $ 190,637,434 $ 29,245,967 $ 219,883,401
Federal grants and contracts 17,129,894 17,129,894
State grants and contracts 58,592 58,592
Private grants and contracts 90,927 90,927
Gifts 33,831,043 43,256 33,874,299
Investment income 61,748,944 37,422,403 99,171,347
Interest expense (6,742,899) (3,461,683) (10,204,582)
Loss on asset disposition (1,756,283) (572,653) (2,328,936)
Net other nonoperating revenue 2,949,330 746,139 3,695,469

Net nonoperating revenues $ 297,946,982 $ 63,423,429 $ 361,370,411

Other Changes in Net Assets
Capital and endowment actvities
State funds-capital $ 5,233,490 $ $ 5,233,490
Capital grants and contracts 10,022,703 10,022,703
Capital gifts 1,911,607 1,911,607
Endowment gifts 9,424,416 9,424,416

Net nonoperating revenues and other changes $ 324,539,198 $ 63,423,429 $ 387,962,627

Increase in net assets prior to 
intergovernmental transfers $ 49,374,533 $ 79,811,365 $ 129,185,898

Intergovernmental transfers 27,641,720 (27,641,720)
Increase in net assets $ 77,016,253 $ 52,169,645 $ 129,185,898

Net Assets, beginning of year 1,006,449,468 545,917,346 1,552,366,814
Net Assets, end of year $ 1,083,465,721 $ 598,086,991 $ 1,681,552,712

See accompanying notes to basic financial statements
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Statement of Revenues, Expenses,
and Changes in Net Assets

Year Ended September 30, 2003

University Hospital Total
Operating Revenues
Gross tuition and fees $ 74,890,719 $ $ 74,890,719

Less scholarship allowance (17,133,900) (17,133,900)
Less bad debt expense (927,714) (927,714)

Net tuition and fees 56,829,105 56,829,105
Grants and contracts

Federal 276,508,478 276,508,478
State 3,435,766 3,435,766
Local 2,828,301 2,828,301
Private 37,440,162 37,440,162

Sales and services:
Educational activities 46,351,861 46,351,861
Hospital, net of bad debt expense of $91,151,175 598,370,435 598,370,435
Auxiliary enterprises, net of scholarship 

allowance of $360,503 17,131,118 17,131,118
Other operating revenues 182,545,839 8,864 182,554,703

Total operating revenues $ 623,070,630 $ 598,379,299 $ 1,221,449,929

Operating Expenses
Salaries, wages, and benefits $ 495,548,324 $ 295,688,611 $ 791,236,935
Supplies and services 306,322,748 264,960,441 571,283,189
Depreciation 44,724,501 26,788,984 71,513,485
Scholarships and fellowships 18,715,006 18,715,006

Total operating expenses $ 865,310,579 $ 587,438,036 $ 1,452,748,615

Income (loss) before other nonoperating 
revenues, expenses, gains and losses $ (242,239,949) $ 10,941,263 $ (231,298,686)

Nonoperating Revenues (Expenses)
Gains and losses

State appropriations $ 189,634,840 $ 29,036,915 $ 218,671,755
Federal grants and contracts 17,570,705 17,570,705
State grants and contracts 134,716 134,716
Private grants and contracts 8,094 8,094
Gifts 14,766,820 285,555 15,052,375
Investment income 69,133,897 44,610,767 113,744,664
Interest expense (8,893,168) (3,863,092) (12,756,260)
Gain (loss) on asset disposition (2,222,232) 416,137 (1,806,095)
Net other nonoperating revenue 2,444,477 (1,406,933) 1,037,544

Net nonoperating revenues $ 282,578,149 $ 69,079,349 $ 351,657,498

Other Changes in Net Assets
Capital and endowment activities
State funds-capital $ 7,549,494 $ $ 7,549,494
Capital grants and contracts 5,917,626 5,917,626
Capital gifts 5,121,847 2,569,387 7,691,234
Endowment gifts 9,038,222 9,038,222

Net other nonoperating revenues and other changes $ 310,205,338 $ 71,648,736 $ 381,854,074

Increase in net assets prior to 
intergovernmental transfers $ 67,965,389 $ 82,589,999 $ 150,555,388

Intergovernmental transfers 25,527,356 (25,527,356)
Increase in net assets $ 93,492,745 $ 57,062,643 $ 150,555,388

Net Assets, beginning of year 912,956,723 488,854,703 1,401,811,426
Net Assets, end of year $ 1,006,449,468 $ 545,917,346 $ 1,552,366,814

See accompanying notes to basic financial statements
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University Hospital Total
Cash flows from operating activities

Student tuition and fees $ 66,601,397 $ $ 66,601,397
Grants and contracts 349,157,044 349,157,044
Receipts from sales and services of:

Educational activities 42,937,640 42,937,640
Patient services 642,377,646 642,377,646
Auxiliary enterprises, net 18,782,854 18,782,854

Premiums and administrative fees collected 138,751,040 138,751,040
Payments to employees and related benefits (507,984,529) (317,296,256) (825,280,785)
Payments to suppliers (315,022,851) (285,059,512) (600,082,363)
Payments for scholarships and fellowships (19,636,901) (19,636,901)
Student loans disbursements, net of collections (7,775) (7,775)
Other receipts 53,219,073 346,182 53,565,255

Net cash provided by (used in) operating activities $ (173,203,008) $ 40,368,060 $ (132,834,948)

Cash flows from investing activities
Interest and dividends from investments, net $ 32,538,882 $ 16,176,568 $ 48,715,450
Cash distributions from equity investments 1,622,973 1,622,973
Cash payments to equity investments (1,088,022) (1,088,022)
Proceeds from sales and maturities of investments 46,920,653 46,920,653
Contributions to system pooled investment funds (40,931,277) (46,901,623) (87,832,900)
Purchases of investments (11,481,267) (9,064,379) (20,545,646)

Net cash provided by (used in) investing activities $ 27,046,991 $ (39,254,483) $ (12,207,492)

Cash flows from capital and related financing activities
Other financing source-refunding bonds $ 23,490,010 $ 51,516,605 $ 75,006,615
State capital appropriations 5,233,490 5,233,490
Federal grants and contracts 5,966,231 5,966,231
Local grants and contracts 4,000,000 4,000,000
Private grants and contracts 56,472 56,472
Private gifts 4,042,222 165,680 4,207,902
Proceeds from sale of capital assets 69,871 689,224 759,095
Purchases of capital assets (109,512,226) (112,703,451) (222,215,677)
Principal payments on capital debt (34,652,351) (60,816,109) (95,468,460)
Interest payments on capital debt (9,595,742) (12,335,223) (21,930,965)

Net cash used in capital and related financing activities $ (110,902,023) $ (133,483,274) $ (244,385,297)

Cash flows from noncapital financing activities
State appropriations $ 190,637,434 $ 29,245,967 $ 219,883,401
Private gifts 35,081,865 100,550 35,182,415
Student direct lending disbursements, net of receipts (9,247,534) (9,247,534)
Intergovernmental transfers 27,641,720 (27,641,720)
Other deposits 20,441,982 20,441,982
Deposits from affiliates 1,078,049 1,078,049

Net cash provided by noncapital financing activities $ 265,633,516 $ 1,704,797 $ 267,338,313

Net increase (decrease) in cash and cash equivalents $ 8,575,476 $ (130,664,900) $ (122,089,424)

Cash and cash equivalents, beginning of year 72,049,384 185,609,548 257,658,932
Cash and cash equivalents, end of year $ 80,624,860 $ 54,944,648 $ 135,569,508

Reconciliation of operating income (loss) to net cash provided by (used in) operating activities
Operating income (loss) $ (275,164,665) $ 16,387,936 $ (258,776,729)
Adjustments to reconcile operating income (loss) to net cash provided by (used in) operating activities

Depreciation expense 69,182,483 29,366,929 98,549,412
Changes in assets and liabilities:

Accounts receivable, net 10,858,025 (10,291,481) 566,544
Prepaid expenses and other assets (5,570,440) (6,363,410) (11,933,850)
Accounts payable and accrued liabilities 15,474,213 11,268,086 26,742,299
Deposits from affiliates 6,690 6,690
Deferred revenue 12,010,686 12,010,686

Net cash provided by (used in) operating activities $ (173,203,008) $ 40,368,060 $ (132,834,948)

Supplemental noncash activities information
Loss on disposal of capital assets $ 1,756,283 $ 572,653 $ 2,328,936
Gifts of capital assets $ 10,000 $ $ 10,000

See accompanying notes to basic financial statements

Statement of Cash Flows
Year Ended September 30, 2004
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University Hospital Total
Cash flows from operating activities

Student tuition and fees $ 59,944,348 $ $ 59,944,348
Grants and contracts 307,184,787 307,184,787
Receipts from sales and services of:

Educational activities 46,130,799 46,130,799
Patient services 597,635,600 597,635,600
Auxiliary enterprises, net 18,211,953 18,211,953

Premiums and administrative fees collected 137,617,760 137,617,760
Payments to employees and related benefits (490,895,927) (294,499,113) (785,395,040)
Payments to suppliers (280,508,146) (256,682,759) (537,190,905)
Payments for scholarships and fellowships (18,715,006) (18,715,006)
Student loans disbursements, net of collections (60,074) (60,074)
Other receipts 44,928,079 8,864 44,936,943

Net cash provided by (used in) operating activities $ (176,161,427) $ 46,462,592 $ (129,698,835)

Cash flows from investing activities
Interest and dividends from investments, net $ 31,049,253 $ 19,551,262 $ 50,600,515
Cash distributions from equity investments 2,215,548 2,215,548
Proceeds from sales and maturities of investments 18,186,506 177,493,568 195,680,074
Contributions to system pooled investment funds (27,791,995) (24,915,879) (52,707,874)
Purchases of investments (71,219,256) (71,219,256)

Net cash provided by (used in) investing activities $ (49,775,492) $ 174,344,499 $ 124,569,007

Cash flows from capital and related financing activities
Proceeds from issuance of capital debt $ 80,407,094 $ $ 80,407,094
State capital appropriations 7,549,494 7,549,494
Federal grants and contracts 5,650,644 5,650,644
Local grants and contracts
Private grants and contracts 266,982 266,982
Private gifts 3,274,857 2,237,144 5,512,001
Proceeds from sale of capital assets 58,385 58,385
Purchases of capital assets (90,746,261) (87,708,975) (178,455,236)
Principal payments on capital debt (24,471,021) (3,581,162) (28,052,183)
Interest payments on capital debt (12,814,887) (13,651,731) (26,466,618)

Net cash used in capital and related financing activities $ (30,824,713) $ (102,704,724) $ (133,529,437)

Cash flows from noncapital financing activities
State appropriations $ 189,634,840 $ 29,036,915 $ 218,671,755
Private gifts 25,964,430 315,253 26,279,683
Student direct lending disbursements, net of receipts (4,344,824) (4,344,824)
Intergovernmental transfers 25,527,356 (25,527,356)
Other deposits (receipts) 21,390,760 21,390,760
Payments related to/due to related party (3,337,663) 3,337,663 
Deposits from affiliates 1,716,203 1,716,203

Net cash provided by noncapital financing activities $ 256,551,102 $ 7,162,475 $ 263,713,577

Net increase (decrease) in cash and cash equivalents $ (210,530) $ 125,264,842 $ 125,054,312

Cash and cash equivalents, beginning of year 72,259,914 60,344,706 132,604,620
Cash and cash equivalents, end of year $ 72,049,384 $ 185,609,548 $ 257,658,932

Reconciliation of operating income (loss) to net cash provided by (used in) operating activities
Operating income (loss) $ (242,239,949) $ 10,941,263 $ (231,298,686)
Adjustments to reconcile operating income (loss) to net cash provided by (used in) operating activities

Depreciation expense 44,734,828 26,788,984 71,523,812
Changes in assets and liabilities:

Accounts receivable, net (9,039,300) (302,464) (9,341,764)
Prepaid expenses and other assets (717,114) 452,453 (264,661)
Accounts payable and accrued liabilities 29,742,587 9,014,727 38,757,314
Deposits from affiliates 224,412 224,412
Deferred revenue 1,133,109 (432,371) 700,738

Net cash provided by (used in) operating activities $ (176,161,427) $ 46,462,592 $ (129,698,835)

Supplemental noncash activities information
Capital assets acquired through capital leases $ 86,845 $ 148,800 $ 235,645
Loss (gain) on disposal of capital assets $ 2,222,232 $ (416,137) $ 1,806,095
Gifts of capital assets $ 48,000 $ $ 48,000

See accompanying notes to basic financial statements

Statement of Cash Flows
Year Ended September 30, 2003
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The University of Alabama at Birmingham (UAB) is
one of three campuses of The University of
Alabama System (the System), which is a discretely
presented component of the State of Alabama. The
financial statements of UAB are intended to pres-
ent the financial position, changes in financial posi-
tion, and the cash flows of only that portion of the
business-type activities and each major fund of the
financial reporting entity of the System that is
attributable to the transactions of UAB. The System
is recognized as an organization exempt from Fed-
eral income tax under Section 501(a) of the Internal
Revenue Code as an organization described in Sec-
tion 501(c)(3) of the Internal Revenue Code.

UAB, as a public institution, prepares its financial
statements in accordance with accounting princi-
ples generally accepted in the United States of
America, as prescribed by the Governmental
Accounting Standards Board (GASB), including all
applicable effective statements of the GASB and all
statements of the Financial Accounting Standards
Board through November 30, 1989.

GASB Statement No. 35, Basic Financial Statements
and Management’s Discussion and Analysis for Pub-
lic Colleges and Universities establishes standards for
external financial reporting for public colleges and
universities and requires that resources be classified
for accounting and reporting purposes into the follow-
ing three net asset categories:

• Invested in Capital Assets, Net of Related Debt:

Capital assets, net of accumulated depreciation
and outstanding principal balances of debt attrib-
utable to the acquisition, construction, or
improvement of those assets.

• Restricted:

Nonexpendable: Net assets subject to externally
imposed stipulations that they be maintained per-
manently by UAB. Such assets include UAB’s per-
manent endowment funds.

Expendable: Net assets whose use by UAB is sub-
ject to externally imposed stipulations that can be
fulfilled by actions of UAB pursuant to those stip-
ulations or that expire by the passage of time.

• Unrestricted: 

Net assets that are not subject to externally
imposed stipulations. Unrestricted net assets
may be designated for specific purposes by
action of management or may otherwise be lim-
ited by contractual agreements with outside par-
ties. Substantially all unrestricted net assets are
designated for academic and research programs
and initiatives and capital programs.

The financial statements of UAB have been pre-
pared on the accrual basis of accounting. UAB
reports as a Business Type Activity, as defined by
GASB Statement No. 35. Business Type Activities
are those financed in whole or in part by fees
charged to external parties for goods or services.
UAB reports the University and the Hospital as
major funds in the accompanying financial state-
ments because management believes each of those
activities present information that is particularly
important to financial statement users.

UAB’s policy for defining operating activities as
reported by the statement of revenues, expenses,
and changes in net assets are those that generally
result from exchange transactions such as pay-
ments received for providing services and payments
made for services or goods received. Certain sig-
nificant revenue streams relied upon for operations
are recorded as nonoperating revenues, as defined
by GASB Statement No. 35, including state appro-
priations, gifts, and investment income.

The preparation of financial statements in conform-
ity with accounting principles generally accepted in
the United States of America requires management
to make estimates and assumptions that affect the
reported amounts of assets and liabilities and dis-
closure of contingent assets and liabilities at the
dates of the financial statements and the reported
amounts of revenues and expenses during the
reporting periods. Actual results could differ from
those estimates. The estimates susceptible to sig-
nificant changes include those used in determining
the allowance for contractual adjustments and
uncollectible accounts, allowance for self insur-
ance, estimated amounts due to or from third-party
payors, and reserves for general and professional
liability claims. Although some variability is inher-
ent in these estimates, management believes that
the amounts provided are adequate.

Other significant accounting policies are as follows:

Cash and cash equivalents: For purposes of the
statement of cash flows, UAB considers all highly

(1) Summary of 
Significant Accounting
Policies

Notes to Financial Statements
September 30, 2004
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liquid investments purchased with an original
maturity of three months or less to be cash equiv-
alents. Cash equivalents representing assets of
UAB’s endowment, life income, and other long-
term investments are included in noncurrent
investments.

Investments: Investments are stated at fair
value. Investments received by gift are stated at
fair value or appraised value on date of receipt.
Realized and unrealized gains and losses are
reported in investment income.

Investments are reported in four categories in the
statement of net assets. Investments recorded
as endowment and life income are those invested
funds considered by management to be of long
duration. Other long-term investments include
amounts resulting from UAB’s equity investment
in other entities, as discussed in Note 4. Invest-
ments for capital projects are included in noncur-
rent assets. All other investments are included as
short-term investments.

Inventories: Inventories are carried at the lower
of cost or market. 

Capital assets: All capital assets are carried at
cost on date of acquisition (or in the case of gifts,
at fair value on the date of donation), less accu-
mulated depreciation. UAB computes deprecia-
tion for buildings and building improvements
(15-40 years) and for fixed equipment systems
(3-20 years) using a component method. Depre-
ciation of land improvements (40 years), library
collection (10 years), and inventoried equipment
(5-10 years) is computed on a straight-line basis.

Capital assets acquired under capital leases are
amortized over the shorter of the lives of the
respective leases or the estimated useful lives of
the assets. Capital assets acquired through fed-
eral grants and contracts in which the federal
government retains a reversionary interest are
capitalized and depreciated. Interest costs, net
of any related investment earnings, for certain
assets acquired with the proceeds of tax-exempt
borrowings are capitalized as a component of the
cost of acquiring those assets.

Pledges: UAB receives gift pledges and bequests
of financial support. Revenue is recognized when
a pledge representing an unconditional promise
to give is received and all eligibility requirements,
including time requirements, have been met. In
the absence of such a promise, revenue is recog-
nized when the gift is received. Pledges are

recorded at their gross, undiscounted amount.
Endowment pledges do not meet eligibility
requirements and are not recorded as assets until
the related gift is received in accordance with the
requirements of GASB Statement No. 33.

Endowment spending: For donor-restricted
endowments, the Uniform Management of Insti-
tutional Funds Act, as adopted in Alabama, per-
mits the Board of Trustees of The University of
Alabama to allocate an amount of realized and
unrealized endowment appreciation as the Board
determines to be prudent. UAB’s policy is to retain
the endowment realized and unrealized apprecia-
tion with the endowment after the spending rate
distributions. Endowment earnings are classified
in accordance with donor restrictions.

Deferred revenue: Deferred revenue consists pri-
marily of student fees related predominantly to
future f iscal years. Deferred revenue also
includes amounts received from grant and con-
tract sponsors that have not yet been earned
under the terms of the agreements and, there-
fore, have not yet been included in the net assets.

Federal refundable loans: Certain loans to stu-
dents are administered by UAB with funding pri-
marily supported by the federal government.
UAB’s statement of net assets includes both the
notes receivable and the related federal refund-
able loan liability representing federal capital con-
tributions owed upon termination of the program.

Compensated absences: UAB accrues annual
leave for employees at rates based upon length of
service and job classification. UAB accrues com-
pensatory time based upon job classification and
hours worked. These amounts are included in
accounts payable and accrued liabilities.

Student tuition and fees: Student tuition and
residence fees are presented net of scholarships
and fellowships applied to student accounts,
while stipends and other payments made directly
to students are presented as scholarship and fel-
lowship expenses.

Hospital revenue: Net patient service revenue is
reported at the Hospital’s estimated net realiz-
able amounts from patients, third-party payors,
and others for services rendered, included esti-
mated retroactive revenue adjustments due to
revenue audits, reviews, and investigations.
Retroactive adjustments are considered in the
recognition of revenue on an estimated basis in
the period the related services are rendered. 



The Hospital provides care to patients who meet
certain criteria under its charity care policy with-
out charge or at amounts less than its estimated
rates. Because the Hospital does not pursue col-
lection of amounts determined to qualify as char-
ity care, they are not reported as revenue.

Auxiliary enterprise revenue: Auxiliary enter-
prise revenues primarily represent revenues gen-
erated by intercollegiate athletics and parking.

Equity investments: Investments in affiliated
companies where UAB’s ownership interest is 50%
or less are accounted for using the equity method.

Reclassifications: Certain reclassifications have
been made to the 2003 Financial Statements
included herein to conform to the 2004 presenta-
tion. Such reclassifications did not materially
change total assets, liabilities, or net assets.

GASB Statement No. 14, The Financial Reporting
Entity, requires governmental entities to include in
their financial statements as a component unit
organizations that are legally sepa-
rate entities for which the govern-
menta l  en t i t y,  a s  a  p r imar y
organization, is financially account-
able.

The medical malpractice liability is
maintained and managed in a pro-
fessional liability trust fund (the
trust fund) in which UAB, including
the Hospital, and the University of
Alabama Health Services Founda-
tion, P.C. (HSF) are the primary
participants. In accordance with
the bylaws of the trust fund, the
president of UAB is responsible for
appointing members of the trust
fund policy committee, and, as a
result under GASB No. 14, UAB is
responsible for the trust fund. Con-
sequently, all assets and liabilities
of the trust fund are included in
UAB’s financial records. Included in these financial
statements were approximately $32,707,000 and
$25,357,000 of trust fund liabilities that relate to
HSF’s participation in the fund at September 30,
2004 and 2003, respectively. This additional liabil-

ity related to HSF is not included in the self-insured
liabilities detailed in Note 18.
Triton Health Systems, L.L.C., (Triton) has been pre-
sented as a blended component unit of UAB’s finan-
cial statements. Triton was formed to advance the
educational and research mission of UAB and to
educate and train physicians and other health care
professionals. Triton is owned 99% by UAB and 1%
by the UAB Educational Foundation (UABEF).

Triton’s primary operations are conducted by VIVA
Health, Inc., (VIVA Health) and VIVA Health Admin-
istration, L.L.C., (VHA). VIVA Health operates as a
for-profit health maintenance organization with the
purpose of providing a prescribed range of health
care services through agreements with primary
care physicians, specialty physicians, and ancillary
service providers to a defined, enrolled population
for a fixed prepaid monthly premium. VHA operates
as a third-party administrator for employer groups
operating in Alabama.

Complete financial statements for Triton can be
obtained by contacting Triton.

Summary financial information of Triton as of and
for the years ended December 31, 2003 and 2002,
is included in UAB’s financial statements as follows:

As of October 1, 2003, UAB implemented GASB State-
ment No. 39, Determining Whether Certain Organiza-
tions Are Component Units. This statement amends
GASB Statement No. 14, The Financial Reporting
Entity, to provide additional guidance to determine

(2) Scope of 
Statements
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Assets 2003 2002
Cash and investments $ 58,221,282 $ 41,687,965
Other current assets 2,614,058 2,762,285
Capital assets, net 247,848 253,560
Other assets 9,838 4,638

Total $ 61,093,026 $ 44,708,448

Liabilities and Net Assets
Current liabilities $ 24,002,420 $ 20,472,815
Net assets 37,090,606 24,235,633

Total $ 61,093,026 $ 44,708,448

Major Components of Revenues, 
Expenses, and Changes 
in Net Assets
Operating revenues* $ 169,794,925 $ 139,718,650
Operating expenditures (151,148,272) (125,684,552)
Net nonoperating expense (5,791,680) (5,133,882)

Increase in net assets $ 12,854,973 $ 8,900,216

* Included in Other Operating Revenues
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whether certain organizations for which UAB is not
financially accountable should be reported as compo-
nent units based on the nature and significance of
their relationship to UAB. There are no additional com-
ponent units of UAB.

UAB is affiliated with the UAB Educational Foundation
(UABEF), the UAB Research Foundation (UABRF), the
University of Alabama Health Services Foundation,
P.C. (HSF), and the Valley Foundation (VF). UAB is not
financially accountable for these organizations; there-
fore, they do not constitute component units under
the provisions of GASB Statement No. 14, The Finan-
cial Reporting Entity. 

The purpose of UABEF is to operate exclusively for
the benefit of UAB. UABEF has 13 board members,
including seven outside members not affiliated with
UAB. UABEF leases certain facilities to UAB, with
annual rental expense of approximately $1,764,000
and $1,695,000 for 2004 and 2003, respectively.
UAB expects to receive title to certain of the prop-
erties upon retirement of the related debt. These
properties have been appropriately capitalized by
UAB as assets acquired under capital leases.
UABEF made contributions to UAB which totaled
approximately $6,673,000 and $4,071,000 in 2004
and 2003,  respect ive ly.  Tota l  assets  were
$46,766,000 and $46,956,000 at September 30,
2004 and 2003, respectively. Total liabilities were
$20,119,000 and $20,204,000 at September 30,
2004 and 2003, respectively.

The UABRF was organized exclusively for charita-
ble, scientific, and educational purposes in order
to benefit UAB. It is governed by a 24-member
board of directors composed of nine outside gen-
eral directors not affiliated with UAB, two faculty
directors, six senior directors, and seven ex-officio
directors who are affiliated with UAB. Total assets
were approximately $5,185,000 and $3,685,000
at September 30, 2004 and 2003, respectively.
Total liabilities were $2,054,000 and $1,459,000
at September 30, 2004 and 2003, respectively.

HSF’s primary purpose is to provide a group med-
ical practice for physicians who are members of the
regular faculty of the School of Medicine at UAB
and serve on the University of Alabama Hospital’s
medical staff. It is governed by a 19-member board
of directors, 16 of whom are not affiliated with UAB.
An affiliation agreement (the Agreement) docu-
ments the relationship between HSF and UAB.
UAB’s other operating revenues include approxi-
mately $27,809,000 and $27,206,000 of funding

from HSF in 2004 and 2003, respectively, which is
used to support the educational and research activ-
ities of UAB. These funds were paid by HSF pur-
suant to its tax-exempt purpose and in recognition
of the mutual benefit derived by the two organiza-
tions from the enhancement and continued devel-
opment of UAB’s programs. The funds were
negotiated with HSF as part of UAB’s budget devel-
opment process. In the normal course of business,
HSF purchases various services from the Hospital,
aggregating approximately $613,000 and $322,000
in 2004 and 2003, respectively, and the Hospital
purchases various services from HSF, aggregating
approximately $36,888,000 and $23,556,000 for
the years ended September 30, 2004 and 2003,
respectively. As a result of these transactions, the
Hospital had a net payable of approximately
$58,000 and $303,000 at September 30, 2004 and
2003, respectively.

VF’s primary purpose is to provide a group medical
practice for physicians who are faculty members in
the UAB School of Medicine Huntsville program. It is
governed by a 16-member board of directors, con-
sisting of three nonvoting members and 13 voting
members, of whom seven are affiliated with UAB.
Total assets were approximately $6,490,000 and
$5,928,000, and total liabilities were approximately
$1,680,000 and $1,504,000 at September 30, 2004
and 2003, respectively.

The Board of Trustees of The University of Alabama
(the Board) and the HSF’s board have entered into
an agreement, under which UAB and HSF have
established a common management group, the
UAB Health System, to provide management for
their existing and future health care delivery oper-
ations. The UAB Health System Board of Directors
is composed of 18 members, of whom nine are
appointed by the Board. For the fiscal years ended
September 30, 2004 and 2003, UAB contributed
$4,982,000 and $4,566,630 respectively to the
UAB Health System Board to support Health Sys-
tem administrative functions.

The Board approves, by resolution, all banks or other
financial institutions utilized as depositories for UAB
funds. Prior to approval, each proposed depository
must provide evidence of its designation by the
Alabama state treasurer as a qualified public depos-

(3) Cash and Cash
Equivalents
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itory under the Security for Alabama Funds Enhance-
ment Act (SAFE). From time to time, the Board may
request that the depository provide evidence of its
continuing designation as a qualified public deposi-
tory. The enactment of the SAFE program changed
the way all Alabama public deposits are collateral-
ized. In the past, the bank pledged collateral directly
to each individual public entity. Under the manda-
tory SAFE program, each qualified public depository
(QPD) is required to hold collateral for all its public
deposits on a pooled basis in a custody account
established for the state treasurer as SAFE adminis-
trator. In the unlikely event a public entity should

suffer a deposit loss due to QPD insolvency
or default, a claim form would be filed with
the state treasurer, who would use the SAFE
pool collateral or other means to reimburse
the loss.

As of September 30, 2004 and 2003, UAB
had cash and cash equivalents totaling
$135,569,508 and $257,658,932, respec-
tively ($80,624,860 and $72,049,384 for the
U n i ve r s i t y  a n d  $ 5 4 , 9 4 4 , 6 4 8  a n d
$185,609,548 for the Hospital).

Investments are recorded at their fair value
with al l  investment income, including
changes in the fair value of investments,
reported as nonoperating revenue in the
financial statements. UAB invests its endow-
ment funds in accordance with applicable
limitations set forth in gift instruments, the
Board’s guidelines, and applicable laws. Cer-
tain bond indentures require UAB to invest
amounts held in specific construction funds,
redemption funds, and bond funds in federal
securities, eligible certificates, or eligible
investments. Federal securities are any secu-
rities that are direct obligations of the United
States of America and securities with respect
to which payment of the principal thereof
and the interest thereon is unconditionally
guaranteed by the United States of America.
Eligible certificates mean interest-bearing
certificates of deposit which are collaterally
secured by federal securities. Eligible invest-
ments generally mean (1) federal securities,

(2) eligible certificates, (3) certain debt securities
issued by agencies of the United States of America,
(4) certain debt securities of any state, territory or
possession of the United States of America, (5) cer-
tain commercial paper, (6) participation certificates
in federal securities, or (7) money market funds
whose assets consist of investments of the types
previously described in this sentence.

There are three categories or levels of custodial
credit risk associated with investments for which the
related descriptions are (1) insured or registered, or
securities held by UAB or its agent in UAB’s name,

(4) Investments

September 30, 2004 University Hospital Total
Category 1:

Time Deposits $ 373,335 $ 96,149 $ 469,484
U.S. Government Securities 37,451,463 3,881,472 41,332,935
Corporate Debt Securities 21,195,233 2,092,459 23,287,692
Corporate Equity Securities 44,005,363 8,000,756 52,006,119
Total Category 1 Investments $ 103,025,394 $ 14,070,836 $ 117,096,230

Not Categorized
Mutual Funds $ 13,827,333 $ 6,266,019 $ 20,093,352
Pooled Endowment 219,096,499 17,513,392 236,609,891
Prime Fund 171,870,021 246,669,528 418,539,549
UAS Intermediate 144,978,043 119,916,320 264,894,363
Other Investments 31,716,237 18,750,520 50,466,757
Other Equity Investments 7,127,656 7,127,656
Real Estate 781,179 781,179
Total Investments Not Categorized $ 582,269,312 $ 416,243,435 $ 998,512,747

Total Investments $ 685,294,706 $ 430,314,271 $ 1,115,608,977

September 30, 2003 University Hospital Total
Category 1:

Time Deposits $ 371,100 $ 94,883 $ 465,983
U.S. Government Securities 97,435,636 3,698,747 101,134,383
Corporate Debt Securities 3,361,361 1,742,266 5,103,627
Corporate Equity Securities 37,959,287 8,618,631 46,577,918
Total Category 1 Investments $ 139,127,384 $ 14,154,527 $ 153,281,911

Not Categorized
Mutual Funds $ 12,660,730 $ 5,654,247 $ 18,314,977
Pooled Endowment 193,312,042 16,133,093 209,445,135
Prime Fund 150,244,660 202,232,706 352,477,366
UAS Intermediate 138,224,979 98,774,702 236,999,681
Other Investments 23,008,897 13,876,157 36,885,054
Other Equity Investments 5,420,122 5,420,122
Real Estate 781,179 781,179
Total Investments Not Categorized $ 518,232,487 $ 342,091,027 $ 860,323,514

Total Investments $ 657,359,871 $ 356,245,554 $ 1,013,605,425



33

(2) uninsured and unregistered, with securities held
by a party other than UAB or its agent, but in UAB’s
name, and (3) uninsured and unregistered, with secu-
rities held by a counterparty, or by its trust depart-
ment or agent, but not in UAB’s name.

Investments in the first category include time
deposits, repurchase agreements, U.S. Treasury and
agency obligations, corporate debt securities, and
corporate equity securities. At September 30, 2004
and 2003, UAB’s investments include custodial
credit risk category 1 investments, as defined
above, and other investments not categorized by
risk category.

Certain endowment and similar funds are invested
and administered in a common investment pool
established by the Board. At September 30, 2004
and 2003, respectively, the combined investment
pool had total investments of approximately
$656,620,000 and $580,585,000 at fair value and
approximately $637,959,000 and $623,912,000 at
cost. Assets of the investment pool are pooled on
a fair value basis and consist of U.S. treasury and
agency obligations, corporate debt securities, cor-
porate equity securities, and mutual funds. The
average annual yields for fiscal years ended Sep-
tember 30, 2004 and 2003, respectively, excluding
gains and losses, on pooled investments amounted
to 2.79% and 2.45% of total investments at fair
value or 2.74% and 2.11% of total investments at
cost. The average annual yields for fiscal years
ended September 30, 2004 and 2003, respectively,
including gains and losses, on pooled investments
amounted to 13.57% and 18.74% of total invest-
ments at fair value or 13.31% and 16.12% of total
investments at cost. The Board approved a spend-
ing rate of 5.0% of a moving three-year average of
the fair (unit) value. In addition, the Board approved,
if necessary, the utilization of realized endowment
gains to meet the spending rate, with all remaining
realized endowment gains reinvested in the pool.
The University of Alabama System report contains
further disclosure regarding this common invest-
ment pool.

In July 1998, the Board established the Prime Invest-
ment Fund, a common investment pool through
which the three campuses of The University of
Alabama System can invest certain operating funds
that are associated with long-term expense needs.
At September 30, 2004 and 2003, respectively, the
combined investment pool had total investments of
approximately $546,195,000 and $456,144,000 at

fair value and approximately $514,439,000 and
$449,952,000 at cost. Assets of the Prime Invest-
ment Fund are pooled on a fair value basis and con-
sist of U.S. treasury and agency obligations,
corporate debt securities, corporate equity securi-
ties, and money market funds. The average annual
yields for fiscal year ended September 30, 2004 and
2003, respectively, excluding gains and losses, on
pooled investments amount to 2.48% and 2.75% of
the total investments at fair value, or 2.58% and
2.60% of the total investments at cost.

The average annual yields for fiscal years ended Sep-
tember 30, 2004 and 2003, respectively, including
gains and losses, on pooled investments amount to
11.53% and 17.0% at fair value, or 11.98% and
16.07% of the total investments at cost.

In September 2001, the Board established the Inter-
mediate Fund, a common fixed income investment
pool through which the three campuses of the The
University of Alabama System can invest certain
operating funds that are associated with anticipated
expenses in the two- to four-year time frame. On
September 30, 2004 and 2003, respectively, the
combined investment pool had total investments of
approximately $387,012,000 and $349,272,000 at 
market and approximately $383,074,000 and
$340,563,000 at cost. Assets of the Intermediate
Fund are pooled on a fair value basis and consist of
U.S. treasury and agency obligations, corporate debt
securities, and money market funds. The average
annual yields for the fiscal year ended September
30, 2004 and 2003, respectively, excluding gains
and losses, on pooled investments amounts to
4.42% and 4.78% of total investments at fair value
and 4.5% and 4.92% of total investments at cost. The
average annual yields for fiscal year ended Septem-
ber 30, 2004 and 2003, respectively, including gains
and losses, on pooled investments amount to 3.45%
and 4.97% of total investments at market and 3.51%
and 5.10% of total investments at cost.

UAB and HealthSouth Corporation were awarded a
joint state Certificate of Need to operate a Gamma
Knife. HealthSouth and UAB are equal members in a
joint venture, HealthSouth/UAB Gamma Knife L.L.C.,
that leases the Gamma Knife to HealthSouth, which
manages the operations. The clinical portion of the
Gamma Knife program is administered jointly by
HealthSouth and UAB. Since UAB did not acquire a
majority ownership in the joint venture and does not
possess the ability to exercise significant influence
over the Gamma Knife program, UAB has recorded
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its ownership as an equity investment. Accordingly,
UAB’s investment in Gamma Knife is carried at orig-
inal cost plus or minus equity in undistributed earn-
ings or losses since the date of acquisition and is
presented in other long- term investments in these
financial statements in the amount of approximately
$2,042,000 and $1,709,000 at September 30, 2004
and 2003, respectively. Separate financial state-
ments are available for this entity.

UAB, in a transactional partnership
with HSF, holds a 50% ownership in
the operating assets and liabilities
of the Eye Foundation, Inc. (EFI).
Since UAB did not acquire a major-
ity ownership in EFI and does not
possess the ability to exercise sig-
nificant influence over EFI, UAB has
recorded its ownership as an equity
investment. Accordingly, UAB’s
investment in EFI is carried at orig-
inal cost plus or minus equity in
undistributed earnings or losses
since the date of acquisition and is
presented in other long-term invest-
ments in these financial statements
in the amount of approximately
$4,194,000 and $2,991,000 at
September 30, 2004 and 2003,
respectively. Summary financial
information of EFI as of and for the
years ended September 30, 2004
and 2003, include total assets of
approximately $34,213,000 and
$33,213,000, total liabilities of
approximately $25,806,000 and
$24,825,000, and total net assets of $8,408,000
and $8,388,000, respectively. Separate financial
statements are available for this entity.

The composition of accounts receivable at Septem-
ber 30, 2004 and 2003, is summarized as follows:

(5) Accounts Receivable

University 2004 2003
Receivables from sponsoring agencies $ 48,539,592 $ 59,707,213
Student accounts 8,458,149 8,819,181
Other 16,850,143 4,452,805

$ 73,847,884 $ 72,979,199
Less: provision for doubtful accounts 1,124,786 879,996
Total University $ 72,723,098 $ 72,099,203

Hospital
Patient care $ 190,731,690 $ 170,532,170
Other 1,006,107

$ 191,737,797 $ 170,532,170
Less: provision for doubtful accounts 87,933,626 79,226,515
Total Hospital $ 103,804,171 $ 91,305,655

Total UAB
Patient care $ 190,731,690 $ 170,532,170
Receivables from sponsoring agencies 48,539,592 59,707,213
Student accounts 8,458,149 8,819,181
Other 17,856,250 4,452,805

$ 265,585,681 $ 243,511,369
Less: provision for doubtful accounts 89,058,412 80,106,511
Total UAB $ 176,527,269 $ 163,404,858
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The composition of student loans and pledges receiv-
able at September 30, 2004 and 2003, is summa-
rized below:

The principal repayment and interest rate terms of
federal and university loans vary considerably. The
allowance for doubtful accounts only applies to Uni-
versity-funded notes and the University portion of
federal student loans, since the University is not
obligated to fund the federal portion of uncollected
student loans. Federal loan programs are funded
principally with federal advances to UAB under the
Perkins and various health professions loan pro-
grams.

Pledges for permanent endowment do not meet eli-
gibility requirements, as defined by GASB State-
ment No. 33, until the related gift is received. Due
to uncertainties with regard to their realization and
valuation, bequest intentions and other conditional
promises are not recognized as assets until the
specified conditions are met.

(6) Student Loans 
and Pledges 
Receivable

2004 2003
Student Loans Receivable: 
University 
Federal loan program $20,178,819 $19,736,615
University loan funds 1,353,217 1,363,225
Total student loans

outstanding $21,532,036 $21,099,840
Less: allowance for 

doubtful accounts 1,870,225 1,521,957
Total student loans 

outstanding, net $19,661,811 $19,577,883
Less: current portion 3,360,390 2,960,492
Total student loans 

outstanding, noncurrent $16,301,421 $16,617,391

Pledges Outstanding:
University
Operations $12,822,435 $ 4,648,841
Capital 7,650,093 9,790,708
Total pledges $20,472,528 $14,439,549
Less: current portion 7,409,366 5,335,964
Total pledges, noncurrent $13,063,162 $ 9,103,585

Hospital
Capital $ 109,269 $ 332,243
Total pledges $ 109,269 $ 332,243
Less: current portion 73,019 125,993
Total pledges, noncurrent $ 36,250 $ 206,250

Total UAB
Operations $12,822,435 $ 4,648,841
Capital 7,759,362 10,122,951
Total pledges $20,581,797 $14,771,792
Less: current portion 7,482,385 5,461,957
Total pledges, noncurrent $13,099,412 $ 9,309,835
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Capital assets activity for the years ended Septem-
ber 30, 2004 and 2003, is summarized at right and
below:

Net interest costs capitalized in 2004 were approxi-
mately $3,283,000 ($4,210,000 interest cost net of
$927,000 investment earnings) and $9,067,000
($10,465,000 interest cost net of $1,398,000 invest-
ment earnings) for the University and Hospital,
respectively.

(7) Capital Assets

September 30, 2004 Beginning Balance Additions Retirements Ending Balance
University
Capital Assets Not Being Depreciated

Land $ 30,201,671 $ 290,783 $ $ 30,492,454
Construction in Progress 66,109,958 68,642,513 33,645,493 101,106,978

$ 96,311,629 $ 68,933,296 $ 33,645,493 $ 131,599,432

Capital Assets Being Depreciated
Land Improvements 10,134,935 275,083 10,410,018
Buildings 653,859,704 46,116,780 1,243,276 698,733,208
Fixed Equipment Systems 58,401,896 8,762,424 67,164,320
Equipment 296,607,465 25,772,117 10,582,441 311,797,141
Library Materials 58,358,368 3,775,131 62,133,499

$ 1,077,362,368 $ 84,701,535 $ 11,825,717 $ 1,150,238,186
Total Capital Assets $ 1,173,673,997 $ 153,634,831 $ 45,471,210 $ 1,281,837,618

Less: Accumulated Depreciation 545,700,909 69,182,483 9,999,563 604,883,829
Total Capital Assets, Net $ 627,973,088 $ 84,452,348 $ 35,471,647 $ 676,953,789

Hospital
Capital Assets Not Being Depreciated

Land $ 7,843,115 $ 8,000 $ 258,720 $ 7,592,395
Construction in Progress 168,439,000 53,402,000 221,841,000

$ 176,282,115 $ 53,410,000 $ 258,720 $ 229,433,395
Capital Assets Being Depreciated

Land Improvements 129,467 129,467
Buildings 297,029,171 20,859,301 1,811,017 316,077,455
Fixed Equipment Systems 1,316,805 2,649,366 3,966,171
Equipment 208,130,885 49,613,456 6,356,972 251,387,369

$ 506,606,328 $ 73,122,123 $ 8,167,989 $ 571,560,462
Total Capital Assets $ 682,888,443 $ 126,532,123 $ 8,426,709 $ 800,993,857

Less: Accumulated Depreciation 305,580,949 29,366,929 7,164,832 327,783,046
Total Capital Assets, Net $ 377,307,494 $ 97,165,194 $ 1,261,877 $ 473,210,811

Total UAB
Capital Assets Not Being Depreciated

Land $ 38,044,786 $ 298,783 $ 258,720 $ 38,084,849
Construction in Progress 234,548,958 122,044,513 33,645,493 322,947,978

$ 272,593,744 $ 122,343,296 $ 33,904,213 $ 361,032,827
Capital Assets Being Depreciated

Land Improvements 10,264,402 275,083 10,539,485
Buildings 950,888,875 66,976,081 3,054,293 1,014,810,663
Fixed Equipment Systems 59,718,701 11,411,790 71,130,491
Equipment 504,738,350 75,385,573 16,939,413 563,184,510
Library Materials 58,358,368 3,775,131 62,133,499

$ 1,583,968,696 $ 157,823,658 $ 19,993,706 $ 1,721,798,648
Total Capital Assets $ 1,856,562,440 $ 280,166,954 $ 53,897,919 $ 2,082,831,475

Less: Accumulated Depreciation 851,281,858 98,549,412 17,164,395 932,666,875
Total Capital Assets, Net $ 1,005,280,582 $ 181,617,542 $ 36,733,524 $ 1,150,164,600
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Net interest costs capitalized in 2003 were approxi-
mately $2,060,000 ($3,870,000 interest cost net of
$1,810,000 investment earnings) and $7,427,000
($10,742,000 interest cost net of $3,315,000 invest-
ment earnings) for the University and Hospital,
respectively.

September 30, 2003 Beginning Balance Additions Retirements Ending Balance
University
Capital Assets Not Being Depreciated

Land $ 28,990,567 $ 1,211,104 $ $ 30,201,671
Construction in Progress 69,850,651 34,597,987 38,338,680 66,109,958

$ 98,841,218 $ 35,809,091 $ 38,338,680 $ 96,311,629

Capital Assets Being Depreciated
Land Improvements 8,952,387 1,182,548 10,134,935
Buildings 609,809,247 50,805,557 6,755,100 653,859,704
Fixed Equipment Systems 48,607,127 9,794,769 58,401,896
Equipment 268,957,523 34,430,465 6,780,523 296,607,465
Library Materials 54,887,575 3,470,793 58,358,368

$ 991,213,859 $ 99,684,132 $ 13,535,623 $ 1,077,362,368
Total Capital Assets $ 1,090,055,077 $ 135,493,223 $ 51,874,303 $ 1,173,673,997

Less: Accumulated Depreciation 511,902,561 44,734,828 10,936,480 545,700,909
Total Capital Assets, Net $ 578,152,516 $ 90,758,395 $ 40,937,823 $ 627,973,088

Hospital
Capital Assets Not Being Depreciated

Land $ 7,843,115 $ $ $ 7,843,115
Construction in Progress 106,168,000 62,271,000 168,439,000

$ 114,011,115 $ 62,271,000 $ $ 176,282,115
Capital Assets Being Depreciated

Land Improvements 129,467 129,467
Buildings 280,374,567 16,785,700 131,096 297,029,171
Fixed Equipment Systems 1,252,346 64,459 1,316,805
Equipment 194,641,865 19,409,343 5,920,323 208,130,885

$ 476,398,245 $ 36,259,502 $ 6,051,419 $ 506,606,328
Total Capital Assets $ 590,409,360 $ 98,530,502 $ 6,051,419 $ 682,888,443

Less: Accumulated Depreciation 284,449,601 26,788,984 5,657,636 305,580,949
Total Capital Assets, Net $ 305,959,759 $ 71,741,518 $ 393,783 $ 377,307,494

Total UAB
Capital Assets Not Being Depreciated

Land $ 36,833,682 $ 1,211,104 $ $ 38,044,786
Construction in Progress 176,018,651 96,868,987 38,338,680 234,548,958

$ 212,852,333 $ 98,080,091 $ 38,338,680 $ 272,593,744
Capital Assets Being Depreciated

Land Improvements 9,081,854 1,182,548 10,264,402
Buildings 890,183,814 67,591,257 6,886,196 950,888,875
Fixed Equipment Systems 49,859,473 9,859,228 59,718,701
Equipment 463,599,388 53,839,808 12,700,846 504,738,350
Library Materials 54,887,575 3,470,793 58,358,368

$ 1,467,612,104 $ 135,943,634 $ 19,587,042 $ 1,583,968,696
Total Capital Assets $ 1,680,464,437 $ 234,023,725 $ 57,925,722 $ 1,856,562,440

Less: Accumulated Depreciation 796,352,162 71,523,812 16,594,116 851,281,858
Total Capital Assets, Net $ 884,112,275 $ 162,499,913 $ 41,331,606 $ 1,005,280,582
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Long-term debt activity for the years ended Septem-
ber 30, 2004 and 2003, is summarized as follows:

In December 2002, UAB issued $11,455,000 in
Series 2002 General Revenue Bonds. The bonds pay
interest at varying rates from 4.0% to 6.0% with prin-
cipal due annually through December 1, 2013. The
proceeds from this offering were used to refund
$11,630,000 of Series 1993A General Revenue

(8)Long-Term Debt

September 30,2004: Beginning New Debt Principal Ending
University Balance Repayment Balance
Leases payable for purchase of equipment, 6.15% to 8.79%, due various dates through 2000 $ 102,779 $ $ 40,096 $ 62,683
Lease payable Medical Advancement Foundation, variable rate interest (1.27% at September 30, 2004), due annually through 2030 24,195,000 385,000 23,810,000
Birmingham General Revenue Bonds Series 1993B, variable rate interest (3.03% at September 30,2004), due annually through 2013 10,400,000 800,000 9,600,000
Birmingham General Revenue Bonds Series 1993C, 4.40% to 5.0%, due annually through 2009 27,951,050 27,951,050
Birmingham General Revenue Bonds Series 1999, 4.40% to 6.0%, due annually through 2020 68,770,000 2,970,000 65,800,000
Birmingham General Revenue Bonds Series 2001, 4.0% to 5.25%, due annually through 2027 49,830,000 1,436,205 48,393,795
Birmingham General Revenue Bonds Series 2002, 2.50% to 3.80%, due annually through 2013 11,455,000 975,000 10,480,000
Birmingham General Revenue Bonds Series 2003A, 2.0% to 5.0%, due annually through 2029 69,930,000 95,000 69,835,000
Birmingham General Revenue Bonds Series 2003B, 2.0% to 3.0%, due annually through 2009 23,129,710 23,129,710

$262,633,829 $23,129,710 $ 34,652,351 $251,111,188
Less: unamortized bond discount 1,360,758
Total University debt $249,750,430
Less: current portion 12,081,958
Total University debt, noncurrent $237,668,472 

Hospital
Lease payable for purchase of equipment $ 93,858 $ $ 58,364 $ 35,494
Birmingham Hospital Revenue Bonds Series 1993, 4.60% to 5.0%, due annually through 2014 49,990,000 49,990,000
Birmingham General Revenue Bonds Series 1993C, 4.40% to 5.0%, due annually through 2009 2,803,950 2,803,950
Birmingham Hospital Revenue Bonds Series 2000A, 4.90% to 5.9%, due annually through 2031 151,145,000 2,420,000 148,725,000
Birmingham Hospital Revenue Bonds Series 2000B, variable interest rate (1.34% at September 30, 2004), due annually through 2031 107,800,000 107,800,000
Birmingham Hospital Revenue Bonds Series 2000C, variable interest rate (1.34% at September 30, 2004), due annually through 2031 39,800,000 400,000 39,400,000
Birmingham Hospital Revenue Bonds Series 2000D, variable interest rate (1.55% at September 30, 2004), due annually through 2031 78,600,000 1,425,000 77,175,000
Birmingham General Revenue Bonds Series 2001, 4.0% to 5.25%, due annually through 2027 3,000,000 143,795 2,856,205
Birmingham General Revenue Bonds Series 2003B, 2.0% to 3.0%, due annually through 2009 2,320,290 2,320,290
Birmingham Hospital Revenue Bonds Series 2004A, 2.0% to 5.0%, due annually through 2014 46,220,000 3,575,000 42,645,000

$433,232,808 $48,540,290 $ 60,816,109 $420,956,989 
Less: unamortized bond discount 10,908,876
Total Hospital Debt $410,048,113 
Less: current portion 8,588,660
Total Hospital debt, noncurrent $401,459,453 

Total UAB
Leases payable for purchase of equipment, 6.15% to 8.79%, due various dates through 2000 $ 196,637 $ $ 98,460 $ 98,177
Lease payable Medical Advancement Foundation, variable rate interest (1.27% at September 30, 2004), due annually through 2030 24,195,000 385,000 23,810,000
Birmingham Hospital Revenue Bonds Series 1993, 4.60% to 5.0%, due annually through 2014 49,990,000 49,990,000
Birmingham General Revenue Bonds Series 1993B, variable rate interest (3.03% at September 30, 2004), due annually through 2013 10,400,000 800,000 9,600,000
Birmingham General Revenue Bonds Series 1993C, 4.40% to 5.0%, due annually through 2009 30,755,000 30,755,000
Birmingham General Revenue Bonds Series 1999, 4.40% to 6.0%, due annually through 2020 68,770,000 2,970,000 65,800,000
Birmingham Hospital Revenue Bonds Series 2000A, 4.90% to 5.9%, due annually through 2031 151,145,000 2,420,000 148,725,000
Birmingham Hospital Revenue Bonds Series 2000B, variable interest rate (1.34% at September 30, 2004), due annually through 2031 107,800,000 107,800,000
Birmingham Hospital Revenue Bonds Series 2000C, variable interest rate (1.34% at September 30, 2004), due annually through 2031 39,800,000 400,000 39,400,000
Birmingham Hospital Revenue Bonds Series 2000D, variable interest rate (1.55% at September 30, 2004), due annually through 2031 78,600,000 1,425,000 77,175,000
Birmingham General Revenue Bonds Series 2001, 4.0% to 5.25%, due annually through 2027 52,830,000 1,580,000 51,250,000
Birmingham General Revenue Bonds Series 2002, 2.50% to 3.80%, due annually through 2013 11,455,000 975,000 10,480,000
Birmingham General Revenue Bonds Series 2003A, 2.0% to 5.0%, due annually through 2029 69,930,000 95,000 69,835,000
Birmingham General Revenue Bonds Series 2003B, 2.0% to 3.0%, due annually through 2009 25,450,000 25,450,000
Birmingham Hospital Revenue Bonds Series 2004A, 2.0% to 5.0%, due annually through 2014 46,220,000 3,575,000 42,645,000

$695,866,637 $71,670,000 $ 95,468,460 $672,068,177
Less: unamortized bond discount 12,269,634
Total UAB debt $659,798,543 
Less: current portion 20,670,618
Total UAB debt, noncurrent $639,127,925
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Bonds. UAB incurred an economic gain of approxi-
mately $1,027,000.

In June 2003, UAB issued $69,930,000 of Series
2003A General Revenue Bonds. The bonds pay inter-
est at varying rates from 4.0% to 5.25% with princi-
pal due annually through October 1, 2024, and

balloon payments due October 1, 2026 and 2029.
The proceeds from this offering are being used for
the purpose of constructing facilities, additions, and
improvements at UAB; funding capitalized interest
on a portion of the Series 2003A Bonds through
October 1, 2005; paying costs and expenses asso-

September 30, 2003 Beginning New Debt Principal Ending
University Balance Repayment Balance
Lease payable UAB Educational Foundation Student Housing Revenue Refunding, 4.55% to 5%, due annually through 2019 $ 7,240,000 $ $ 7,240,000 $
Leases payable for purchase of equipment, 6.15% to 8.79%, due various dates through 2000 39,588 86,845 23,654 102,779
Lease payable Medical Advancement Foundation, variable rate interest (5.50% at September 30, 2003), due annually through 2030 24,560,000 365,000 24,195,000
Birmingham General Revenue Bonds Series 1993A, 5.0% to 5.75%, due annually through 2013 11,630,000 11,630,000
Birmingham General Revenue Bonds Series 1993B, variable rate interest (2.17% at September 30, 2003), due annually through 2013 11,200,000 800,000 10,400,000
Birmingham General Revenue Bonds Series 1993C, 4.38% to 5.0%, due annually through 2009 32,363,417 4,412,367 27,951,050
Birmingham General Revenue Bonds Series 1999, 4.0% to 6.0%, due annually through 2020 71,610,000 2,840,000 68,770,000
Birmingham General Revenue Bonds Series 2001, 4.0% to 5.25% due annually through 2027 49,830,000 49,830,000
Birmingham General Revenue Bonds Series 2002, 2.50% to 3.80% due annually through 2013 11,455,000 11,455,000
Birmingham General Revenue Bonds Series 2003A, 2.0% to 5.0% due annually through 2029 69,930,000 69,930,000

$208,473,005 $81,471,845 $ 27,311,021 $262,633,829
Less: unamortized bond discount 1,327,415
Total University debt $261,306,414
Less: current portion 11,894,152
Total University debt, noncurrent $249,412,262

Hospital
Lease payable for purchase of equipment $ 98,587 $ 148,800 $ 153,529 $ 93,858
Birmingham Hospital Revenue Bonds Series 1993, 4.6% to 5.0%, due annually through 2014 52,975,000 2,985,000 49,990,000
Birmingham General Revenue Bonds Series 1993C, 4.38% to 5.0%, due annually through 2009 3,246,583 442,633 2,803,950
Birmingham Hospital Revenue Bonds Series 2000A, 4.90% to 5.63% due annually through 2031 151,145,000 151,145,000
Birmingham Hospital Revenue Bonds Series 2000B, variable interest rate (0.68% at September 30, 2003), due annually through 2031 107,800,000 107,800,000
Birmingham Hospital Revenue Bonds Series 2000C, variable interest rate (0.90% at September 30, 2003), due annually through 2031 39,800,000 39,800,000
Birmingham Hospital Revenue Bonds Series 2000D, variable interest rate (0.68% at September 30, 2003), due annually through 2031 78,600,000 78,600,000
Birmingham General Revenue Bonds Series 2001, 4.0% to 5.25% due annually through 2027 3,000,000 3,000,000

$436,665,170 $ 148,800 $ 3,581,162 $433,232,808
Less: unamortized bond discount 12,048,715
Total Hospital Debt $421,184,093
Less: current portion 8,092,639
Total Hospital debt, noncurrent $413,091,454

Total UAB
Lease payable UAB Educational Foundation Student Housing Revenue Refunding, 4.55% to 5.0%, due annually through 2019 $ 7,240,000 $ $ 7,240,000 $
Leases payable for purchase of equipment, 6.15% to 8.79%, due various dates through 2000 138,175 235,645 177,183 196,637
Lease payable Medical Advancement Foundation, variable rate interest (5.50% at September 30, 2003), due annually through 2030 24,560,000 365,000 24,195,000
Birmingham Hospital Revenue Bonds Series 1993, 4.6% to 5.0%, due annually through 2014 52,975,000 2,985,000 49,990,000
Birmingham General Revenue Bonds Series 1993A, 5.0% to 5.75%, due annually throug 2013 11,630,000 11,630,000
Birmingham General Revenue Bonds Series 1993B, variable rate interest (2.17% at September 30, 2003), due annually through 2013 11,200,000 800,000 10,400,000
Birmingham General Revenue Bonds Series 1993C, 4.375% to 5.0%, due annually through 2009 35,610,000 4,855,000 30,755,000
Birmingham General Revenue Bonds Series 1999, 4.0% to 6.0%, due annually through 2020 71,610,000 2,840,000 68,770,000
Birmingham Hospital Revenue Bonds Series 2000A, 4.90% to 5.63% due annually through 2031 151,145,000 151,145,000
Birmingham Hospital Revenue Bonds Series 2000B, variable interest rate (0.68% at September 30, 2003), due annually through 2031 107,800,000 107,800,000
Birmingham Hospital Revenue Bonds Series 2000C, variable interest rate (0.90% at September 30, 2003), due annually through 2031 39,800,000 39,800,000
Birmingham Hospital Revenue Bonds Series 2000D, variable interest rate (0.68% at September 30, 2003), due annually through 2031 78,600,000 78,600,000
Birmingham General Revenue Bonds Series 2001, 4.0% to 5.25% due annually through 2027 52,830,000 52,830,000
Birmingham General Revenue Bonds Series 2002, 2.50% to 3.80% due annually through 2013 11,455,000 11,455,000
Birmingham General Revenue Bonds Series 2003A, 2.0% to 5.0% due annually through 2029 69,930,000 69,930,000

$645,138,175 $81,620,645 $ 30,892,183 $695,866,637
Less: unamortized bond discount 13,376,130
Total UAB debt $682,490,507
Less: current portion 19,986,791
Total UAB debt, noncurrent $662,503,716



ciated with this issuance; and refunding
$6,990,000 of Series 1993 Student Hous-
ing Revenue Refunding Bonds, issued by
the UAB Educational Foundation, repre-
senting the Lease Payable to UABEF. UAB
incurred an economic gain of approximately
$663,000.

O n  O c to b e r  3 0 ,  2 0 0 3 ,  UA B  i s s u e d
$25,450,000 in Series 2003B General Rev-
enue Bonds. The bonds pay interest at vary-
ing rates from 2.0% to 3.0% with principal
due annually through October 1, 2009. The
proceeds from this offering were used to
refund $25,045,000 of Series 1993C Gen-
eral Revenue Bonds. UAB incurred an eco-
nomic gain of approximately $1,514,000
and an accounting loss of $612,000.

In April 2004, UAB issued $46,220,000 in
Series 2004A Hospital Revenue Bonds. The
bonds pay interest at varying rates from
2.0% to 5.0% with principal due annually
through September 1, 2014. The proceeds
from this offering were used to refund
$48,865,000 of Series 1993 Hospital Rev-
enue Bonds. UAB incurred an economic
gain of approximately $1,820,000 and an
accounting loss of $1,893,000.

The Hospital Series 1993, 2000A, 2000B,
2000C, 2000D, and 2004A Revenue Trust
Indentures contain certain restrictive
covenants (see note 10). The Hospital’s
management believes that it was in compli-
ance with respect to these covenants at
September 30, 2004.
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University
Year Principal Interest Total
2005 $ 12,081,958 $ 9,779,903 $ 21,861,861
2006 14,096,450 9,352,423 23,448,873
2007 14,623,806 8,906,340 23,530,146
2008 15,078,126 8,403,823 23,481,949
2009 13,327,684 7,883,027 21,210,711
2010-2014 64,147,854 31,280,329 95,428,183
2015-2019 53,465,310 17,457,280 70,922,590
2020-2024 37,055,000 7,406,490 44,461,490
2025-2029 22,820,000 2,317,772 25,137,772
2030-2033 4,415,000 21,781 4,436,781
Total University $ 251,111,188 $ 102,809,168 $ 353,920,356

Hospital
Year Principal Interest Total
2005 $ 8,588,659 $ 13,772,342 $ 22,361,001
2006 8,876,110 13,495,358 22,371,468
2007 9,206,194 13,207,868 22,414,062
2008 9,726,874 12,829,108 22,555,982
2009 9,932,316 12,431,573 22,363,889
2010-2014 56,172,146 55,696,390 111,868,536
2015-2019 64,824,690 44,707,872 109,532,562
2020-2024 87,985,000 33,579,758 121,564,758
2025-2029 138,335,000 18,918,085 157,253,085
2030-2033 27,310,000 2,499,168 29,809,168
Total Hospital $ 420,956,989 $ 221,137,522 $ 642,094,511

Total UAB
Year Principal Interest Total
2005 $ 20,670,617 $ 23,552,245 $ 44,222,862
2006 22,972,560 22,847,781 45,820,341
2007 23,830,000 22,114,208 45,944,208
2008 24,805,000 21,232,931 46,037,931
2009 23,260,000 20,314,600 43,574,600
2010-2014 120,320,000 86,976,719 207,296,719
2015-2019 118,290,000 62,165,152 180,455,152
2020-2024 125,040,000 40,986,248 166,026,248
2025-2029 161,155,000 21,235,857 182,390,857
2030-2033 31,725,000 2,520,949 34,245,949
Total UAB $ 672,068,177 $ 323,946,690 $ 996,014,867

Maturities and interest on notes, leases, and bonds
payable for the next five years and in the subse-
quent five-year incremental periods are as follows:



The activity with respect to other noncurrent liabil-
ities for the years ended September 30, 2004 and
2003, is as follows:

Pledged revenues, adjusted operating expenses, and
historical debt service coverage ratio for 2004 and
2003, as defined by the Series 1993, 2000A, 2000B,
2000C, 2000D, and 2004A Hospital Revenue Trust
Indentures, are as follows:

Pledged revenues for 2004 and 2003, as defined by
the Series 1993A, 1993B, 1993C, 1999, 2001, 2002,
2003A, and 2003B General Revenue Trust Indentures,
are as follows:

(10) Pledged Revenues

(9) Other Noncurrent 
Liabilities

Advances of federal loan funds, beginning of year $ 16,937,296 $ 16,927,421
Deposits received $ 3,840,400 3,828,691
Deposits disbursed $ (3,881,183) (3,818,816)
Advances of federal loan funds, end of year $ 16,896,513 $ 16,937,296

University 2004 2003
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Total pledged revenues $ 690,611,197 $ 641,999,270
Adjusted operating expense $ 607,260,443 $ 560,649,052
Net facilities income $ 83,350,754 $ 81,350,218
Maximum debt service coverage $ 28,299,781 $ 28,299,781
Historical debt service coverage ratio 2.95:1 2.87:1

Hospital Bonds 2004 2003

Tuition and fees $ 83,847,789 $ 74,890,719
Indirect cost recovery 72,867,977 68,647,335
Sales and services of educational activities 44,370,073 46,351,861
Auxiliary sales and services 19,445,188 17,491,621
Endowment and investment income (loss) 38,289,740 19,283,775
Other sources 53,219,073 44,928,079
Total pledged revenues $ 312,039,840 $ 271,593,390

University Bonds 2004 2003
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Retirement and Pension Plans
Most employees of UAB participate in the Teachers’
Retirement System of Alabama (TRS), a cost-shar-
ing, multiple-employer public retirement system.
Certain employees also participate in an optional
plan with the Teachers Insurance and Annuity Asso-
ciation-College Retirement Equities Fund (TIAA-
CREF). TRS is a defined benefit plan and the
TIAA-CREF programs are defined contribution plans.

Participants in TRS who retire at age 60 with 10
years of credited service, or after completing 25
years of credited service, regardless of age, are
entitled to an annual benefit, payable monthly for
life. Service retirement benefits are calculated by
three methods, with the participants receiving pay-
ments under the method which yields the highest
monthly benefit. These methods include (1) mini-
mum guaranteed, (2) money purchase, or (3) for-
mula. Under the formula method, participants are
allowed 2.0125% of their final average salary (aver-
age of three highest years of annual compensation
during the last 10 years of service) for each year of
service. A participant terminating before reaching
retirement age, but after completing 10 years of
credited service, is eligible for a vested allowance at
age 60 provided accumulated employee contribu-
tions are not withdrawn. TRS also provides death
and disability benefits.

Covered employees are required by law to con-
tribute to TRS. UAB, as the employer, contributes to
TRS. The contribution requirements for fiscal years
2004 and 2003, respectively, were approximately
$66,860,000 and $53,885,000, which consisted of
$37,930,000 and $25,988,000 from UAB and
$28,930,000 and $27,897,000 from employees.
UAB’s contribution was 6.56% and 5.02% of salaries
and wages for covered employees in 2004 and
2003. The contribution by law enforcement employ-
ees is 6% of earned compensation. The contribution
by all other employees is 5% of earned compensa-
tion. All regular employees of UAB are members of
TRS, with the exception of temporary employees
who, by definition, are those employees hired for a
predetermined period of employment of less than
one year and employees working less than one half
of a regular schedule.

The actuarial accrued liability (AAL), 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 and step-rate
benefits, estimated to be payable in the future as a
result of employee service to date. The actuarial
value of assets, which is the actuarial present value
of assets, is a standardized disclosure measure of
the present value of accumulated assets, adjusted
for projected investment performance and contri-
butions. TRS does not make separate measure-
ments of  assets and the A AL for  indiv idual
employers. The AAL and the actuarial valuation of
assets at June 30, 2003 (the most recent valuation
date), for TRS as a whole, determined through actu-
arial valuations performed as of that date, were
a p p r ox i m a te l y  $ 1 9 , 3 5 7 , 7 3 5 , 0 0 0  a n d
$18,110,470,000, respectively, resulting in an
u n d e r f u n d e d  A A L  o f  a p p r ox i m a te l y
$1,247,265,000. Complete financial presentation
and disclosure of the financial position and activi-
ties of the TRS is presented in the September 30,
2003, annual financial report of the Teachers’
Retirement System of Alabama.

The 10-year historical trend information shows
TRS’s progress in accumulating sufficient assets
to pay benefits when due and the significant actu-
arial assumptions used to compute the pension
benefit obligation, including the discount rate, pro-
jected salary increases, and postretirement bene-
fit increases presented in the September 30, 2003,
annual financial report of the TRS. That report is
publicly available and may be obtained by contact-
ing TRS.

As previously noted, some employees participate in
the optional TIAA-CREF programs, which are defined
contribution plans. In defined contribution plans,
benefits depend solely on amounts contributed plus
investment earnings. All full-time regular monthly
employees are eligible to participate from the date
of employment. UAB contributes a matching amount
of up to 5% of total salaries for participating employ-
ees. UAB’s contribution is funded as it accrues and,
along with that of the employee, is immediately and
fully vested. The contributions for 2004 and 2003,
respectively, excluding employee amounts not eligi-
ble for matching, were approximately $23,414,000
and $20,738,000, which included approximately
$11,707,000 and $10,369,000 each from UAB and
its employees.

(11) Employee Benefits
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UAB’s total salaries and wages for fiscal years 2004
and 2003, respectively, were approximately
$677,122,000 and $640,561,000. Total salaries 
and wages during fiscal years 2004 and 2003 
for covered employees par t icipating in TRS 
and TIAA-CREF were approximately $578,197,000
and $557,520,000 and $236,736,000 and
$230,172,000, respectively.

Postretirement Benefits

Certain retired employees may elect to continue to
participate in UAB’s group health plan until they are
eligible for Medicare by paying the full cost of the
plan premium. Retired employees age 65 or older
who are eligible for Medicare must enroll in the
Medicare Coordinated Plan under which Medicare
is the primary insurer and UAB’s health care plan
becomes the secondary insurer. Despite the avail-
ability of the UAB plan, most retirees elect to partic-
ipate in the Public Education Employees Health
Insurance Plan with TRS, in which case the retirees
pay their premiums directly to TRS.

Certain retirees may also elect to continue their
basic term life insurance coverage and accidental
death and dismemberment insurance up to certain
maximum amounts. The retirees pay the full
amount of the premiums in such cases. Retirees are
not eligible for tuition assistance benefits them-
selves. However, their unmarried dependent chil-
dren may qualify in some cases.

Compensated Absences

Certain UAB employees accumulate vacation and
sick leave at varying rates depending upon their
years of continuous service and their payroll classi-
fication, subject to maximum limitations. Upon ter-
mination of employment, employees are paid all
unused accrued vacation at their regular rate of pay
up to a designated maximum number of days. In
accordance with GASB Statement No. 16, Account-
ing for Compensated Absences, the financial state-
ments include accruals of $22,433,900 and
$21,475,600 ($14,528,700 and $12,605,100
related to the University and $7,905,200 and
$8,870,500 related to the Hospital) as of Septem-
ber 30, 2004 and 2003, respectively, for accrued
vacation pay and salary-related payments associ-
ated with vacation pay. There is no such accrual
recognized for sick leave benefits because there is
no terminal cash benefit available to employees for
accumulated sick leave.

The Federal Direct Student Loan Program (FDSLP)
was established under the Higher Education Act of
1965, as amended in the Student Loan Reform Act
of 1993. The FDSLP enables an eligible student or
parent to obtain a loan to pay for the student’s cost
of attendance directly through the university rather
than through private lenders. UAB began participa-
tion in the FDSLP on July 1, 1994. As a university
qualified to originate loans, UAB is responsible for
handling the complete loan process, including
funds management, as well as promissory note
functions. UAB is not responsible for collection of
these loans. During the years ended September 30,
2004 and 2003, respectively, UAB disbursed
approximately $65,522,000 and $56,271,000
under the FDSLP.

At September 30, 2004 and 2003, respectively,
UA B  h a d  b e e n  a wa r d e d  a p p r ox i m a te l y
$290,297,000 and $310,206,000 in grants and
contracts which had not been expended. These
awards, which represent commitments of sponsors
to provide funds for specific research, training, and
service projects, have not been reflected in the
financial statements.

The Hospital has agreements with governmental
and other third-party payors that provide for reim-
bursement to the Hospital at amounts different
from its established rates. Contractual adjustments
under third-party reimbursement programs repre-
sent the difference between the Hospital’s billings
at established rates for services and amounts reim-
bursed by third-party payors. A summary of the
basis of reimbursement with major third-party pay-
ors follows:

(14)Net Patient Service
Revenue

(13)Grants and 
Contracts

(12)Federal Direct 
Student Loan 
Program
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• Medicare—Substantially all acute-care services
rendered to Medicare program beneficiaries are
paid at prospectively determined rates. These
rates vary according to patient classification sys-
tems that are based on clinical, diagnostic, and
other factors. Additionally, the Hospital is reim-
bursed for both its direct and indirect medical
education costs (as defined), principally based
on per-resident prospective payment amounts
and certain adjustments to prospective rate-per-
discharge operating reimbursement payments.
The Hospital generally is reimbursed for certain
retroactively settled items at tentative rates with
final settlement determined after submission of
annual cost reports by the Hospital and audits by
the Medicare fiscal intermediary. The Hospital’s
cost reports have been audited and settled for all
fiscal years through 2001. Revenue from the
Medicare program accounted for approximately
27% and 29% of the Hospital’s net patient service
revenue for the years ended September 30, 2004
and 2003, respectively.

• Blue Cross—Inpatient services rendered to Blue
Cross subscribers are paid at a prospectively
determined per diem rate. Outpatient services
are reimbursed under a cost reimbursement
methodology. For outpatient services, the Hos-
pital is reimbursed at a tentative rate with final
settlement determined after submission of
annual cost reports by the Hospital and audits
thereof by Blue Cross. The Hospital’s Blue Cross
cost reports have been audited and settled for all
fiscal years through 2002. Revenue from the Blue
Cross program accounted for approximately 23%
of the Hospital’s net patient service revenue for
both the years ended September 30, 2004 and
2003.

• Medicaid—Inpatient
services rendered to
M e d i c a i d  p ro g r a m
beneficiaries are reim-
bursed at all-inclusive
prospectively deter-
mined per diem rates.
Outpatient services
are reimbursed based
on an established fee
schedule.

The Hospital qualifies as a Medicaid essential
provider and therefore also receives supplemen-
tal payments based on formulas established by
the Alabama Medicaid Agency. As a Medicaid
essential provider, the Hospital is required to
make an intragovernmental transfer of funds to
the State Treasurer’s Office and receives corre-
sponding supplemental payments in excess of
the amounts transferred. The Hospital antici-
pates it will continue to be a Medicaid essential
provider hospital based on the present formulas
prov ided by the Agency and the State of
Alabama. The net benefit associated with the
Hospital’s essential provider designation, total-
ing approximately $7,001,000 in 2004 and
$6,056,000 in 2003, is included in net patient
service revenue in the accompanying statements
of revenues, expenses, and changes in net
assets. There can be no assurance that the Hos-
pital will continue to qualify for future participa-
tion in this program or that the program will not
ultimately be discontinued or materially modi-
fied.
Revenue from the Medicaid program accounted
for approximately 12% of the Hospital’s net
patient service revenue for both the years ended
September 30, 2004 and 2003.

• Other—The Hospital has also entered into pay-
ment agreements with certain commercial insur-
ance carriers, health maintenance organizations,
and preferred provider organizations. The bases
for payments to the Hospital under these agree-
ments include discounts from established
charges, capitation, and prospectively deter-
mined daily and case rates.

The composition of net patient service revenue
follows:

2004 2003
Gross patient service revenue $ 1,835,780,000 $ 1,609,457,000
Capitation revenue $ 38,529,000 $ 33,500,000
Less provision for contractual 
and other adjustments $ 1,164,851,000 $ 992,421,000

Less provision for bad debts $ 100,902,000 $ 91,151,000
$ 608,556,000 $ 559,385,000
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The Hospital maintains records to identify and
monitor the level of charity care it provides. These
records include the amount of charges foregone
for services and supplies furnished under its chari-
ty care policy, the estimated cost of those servic-
es, and supplies and equivalent service statistics.
The following information measures the level of
charity care provided during the years ended Sep-
tember 30, 2004 and 2003: 

The Hospital grants credit without collateral to its
patients, most of whom are local residents and are
insured under third-party payor agreements. The
mix of receivables from patients and third-party
payors at September 30, 2004 and 2003, follows:

(16)Credit Risk

(15)Charity Care

2004 2003
Other 32% 29%

Self-pay patients 22 24

Medicare 16 11

Blue Cross 15 14

Medicaid 15 22

100% 100%

2004 2003
Approximate charges foregone, based on established rates $ 64,556,000 $ 55,480,000
Estimated costs and expenses incurred to provide charity care $ 21,592,000 $ 19,481,000
Percentage of charity charges to total charges 3.4% 3.3%
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At September 30, 2004, UAB had capital expendi-
ture plans in excess of $855,111,000. These inter-
nal plans generally require Board approval and/or
approvals under state certificate-of-need laws. 

Included in these capital plans are construction
projects currently in process with expenditures
remaining of approximately $357,605,000. 
This  est imated remaining cost  is  expected 
to be f inanced from bond proceeds and UAB
reserves of $262,897,000, federal funds of
$50,597,000, State funds of $24,245,000, and
other non-UAB funding sources of $19,866,000.
During 2004 and 2003, respectively, approximately
$134,423,000 and $129,950,000 of construction
was financed through debt proceeds.

In addition, certain projects in the planning and
design phase which UAB expects to complete have
estimated costs total ing $146,637,000 and
$111,871,000.

UAB is self-insured for medical malpractice, general
liability, and employee health care. The risks are
subject to various claims and aggregate limits, with
excess liability coverage provided by an independ-
ent insurer. Claims and expenses are reported
when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated.
Those losses include an estimate of claims that
have been incurred but not reported and the future
costs of handling claims. These liabilities are gener-
ally based on actuarial valuations and are reported
at present value. The discount rates used range
from 4% to 5%.

Changes in the total self-insured liabilities for the
years ended September 30, 2004 and 2003, are
presented below:

(18)Self-Insurance

(17)Construction 
Commitments 
and Financing

University 2004 2003
Balance, beginning of year $ 15,977,585 $ 9,843,162
Claims incurred and changes in estimates 19,999,866 23,475,347
Claim payments (19,074,841) (17,340,924)
Balance, end of year $ 16,902,610 $ 15,977,585

Hospital
Balance, beginning of year $ 22,589,837 $ 19,877,087
Claims incurred and changes in estimates 25,402,589 22,093,236
Claim payments (20,025,407) (19,380,486)
Balance, end of year $ 27,967,019 $ 22,589,837

Total UAB
Balance, beginning of year $ 38,567,422 $ 29,720,249
Claims incurred and changes in estimates 45,402,455 45,568,583
Claim payments (39,100,248) (36,721,410)
Balance, end of year $ 44,869,629 $ 38,567,422
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UAB has sovereign immunity and is, therefore, in
the opinion of UAB counsel, immune to ordinary tort
actions including those based on medical malprac-
tice or general injury to patients. Consequently,
while UAB is sometimes named as defendant in
malpractice actions and other actions for injuries
arising in the Hospital, it has consistently been dis-
missed from those lawsuits on the basis of the sov-
ereign immunity doctrine. That doctrine also
protects UAB from vicarious liability arising from
the negligence of its employees. As a matter of pol-
icy, UAB has chosen to indemnify its employees
through a self-insured trust fund against liability
arising from the performance of their official duties.
While UAB is not aware of any impending threat to
this doctrine, UAB is a named insured under the
terms of a self-insured malpractice liability trust
fund and excess insurance purchased from com-
mercial companies (Note 18). There are some
exceptions to the sovereign immunity doctrine,
most notably federal court cases arising under the
federal constitution or federal statutes.

UAB is engaged in various legal actions in the ordinary
course of business. Management does not believe the
ultimate outcome of these actions will have a material
adverse effect on the financial statements.

During January 2002, UAB received a subpoena
from the United States Department of Health and
Human Services, Office of Inspector General (the
OIG) requesting certain documents. The subpoena
is part of an investigation of alleged Medicare and
grant irregularities, generally seeking information
relating to effort reporting and billing for services
rendered as part of research trials. UAB’s billing
practices and records are currently being audited
by the OIG in connection with the investigation. The
outcome of this investigation and the impact, if any,
on the financial statements of UAB cannot currently
be determined.

(19) Contingencies
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Operating expenses by functional classification for
the years ended September 30, 2004 and 2003, are
as follows:

(20) Operating Expenses
by Function

September 30, 2004 Salaries, Wages, Supplies and Depreciation Scholarships and
and Benefits Services Fellowships Total

Instruction $ 178,590,313 $ 31,240,790 $ $ $ 209,831,103

Research 154,277,890 79,214,855 233,492,745

Public service 40,280,509 134,370,105 174,650,614

Academic support 50,247,942 17,527,802 67,775,744

Student services 10,333,923 6,473,822 16,807,745

Institutional support 35,335,115 22,955,047 58,290,162

Operation and maintenance of plant 20,716,986 27,469,390 48,186,376

Scholarships and fellowships 3,000 19,636,901 19,639,901

Hospital 320,831,263 286,429,180 607,260,443

Auxiliary 10,277,612 14,023,914 24,301,526

Depreciation 98,549,412 98,549,412

Total operating expenses $ 820,894,553 $ 619,704,905 $ 98,549,412 $ 19,636,901 $ 1,558,785,771

September 30, 2003 Salaries, Wages, Supplies and Depreciation Scholarships and
and Benefits Services Fellowships Total

Instruction $ 179,187,638 $ 30,947,233 $ $ $ 210,134,871

Research 141,683,067 65,819,931 207,502,998

Public service 42,740,586 131,183,689 173,924,275

Academic support 47,716,409 17,538,760 65,255,169

Student services 10,214,397 5,343,416 15,557,813

Institutional support 44,248,070 14,168,594 58,416,664

Operation and maintenance of plant 20,421,454 27,102,307 47,523,761

Scholarships and fellowships 1,381 1,373 18,715,006 18,717,760

Hospital 295,688,611 264,960,441 560,649,052

Auxiliary 9,335,322 14,217,445 23,552,767

Depreciation 71,513,485 71,513,485

Total operating expenses $ 791,236,935 $ 571,283,189 $ 71,513,485 $ 18,715,006 $ 1,452,748,615
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The GASB has issued Statement No. 40, Deposit
and Investment Risk Disclosures, Statement No.
42, Accounting and Financial Reporting for Impair-
ment of Capital Assets and for Insurance Recover-
ies, Statement No. 43, Financial Reporting for
Postemployment Benefit Plans Other Than Pension
Plans, Statement No. 44, Economic Condition
Reporting: The Statistical Section, and Statement
No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than
Pensions. UAB is continuing to evaluate the effect
these GASB statements will have on its financial
statements.

(21) Recently Issued 
Pronouncements
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