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Letter of Transmittal

State of Tennessee
Treasury Department
State Capitol
Nashville, Tennessee 37243

December 31, 1995

To the Governor, Members of the General Assembly,
and Citizens of the State of Tennessee:

I welcome the opportunity to present to you the annual financial report of the
Treasurer's Office for the fiscal year ended June 30, 1995. During the nine years | have
served as State Treasurer, assets under the management of the Treasurer have grown
from $7 billion to $17 billion. Our goal is to manage these assets on behalf of the state in
a highly professional manner designed to preserve principal and achieve a superior
return while maintaining sufficient liquidity to react to the changing environment and
to meet obligations in a timely manner.

Our investment performance has been exceptional, helping the Tennessee
Consolidated Retirement System achieve its status as one of the most strongly funded
public plans in the country. During the year, TCRS also received the Public Pension
Principles Achievement Award from the Public Pension Coordinating Council in recog-
nition of the professional standards it has instituted as well as the Certificate of
Achievement for Excellence in Financial Reporting from the Government Finance
Officers Association for its comprehensive annual financial report. Other successes
and activities of the Treasury Department are detailed on the following pages.

[ am fortunate to have an outstanding staff of committed public servants work-
ing in the Treasury Department. My thanks go to each of them for all they do to serve
Tennesseans. [ also wish to thank the members of the General Assembly for their
support of this department's commitment to applying new methods and technologies to
effectively serve the changing needs of the citizens of the state.

Most certainly, the days ahead will be filled with more challenges as we contin-
ue the task of providing professional financial management, providing benefit pro-
grams responsive to the needs of public employees as well as the taxpayers of the state,
and improving services for the citizens of our state. We look forward to meeting those
challenges.

Sincerely,

Nt (s

Steve Adams
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Executive Summary

Introduction he 1995 Treasurer’s Report contains reports on various programs
administered by the Treasury Department, including Investments,
the Tennessee Consolidated Retirement System, the Deferred Com-
pensation Program, the Flexible Benefits Plan, Claims Administration, Risk
Management, the Unclaimed Property Program, and the Chairs of Excellence
Program. The following comments represent a brief recap of the purpose and
operations of each program administered by the department. The remainder
of this report gives detailed data regarding these programs’ activities during
the 1994-95 fiscal year.

Investments The Investment Division has theresponsibility forinvesting all fundsunder
management of the Treasury Department.

State Cash Management - This sectionmanages the State Pooled Investment
Fund which includes the state’s cash, the various dedicated reserves and trust
funds of the state, and the Local Government Investment Pool. Investments
during 1994-95averaged $2.14 billion, producing $113.76 million in income for
an average rate of return of 5.34%. Local governments participating in the
Local Government Investment Pool received $70.4 million in interest at a net
rate averaging 541%. The State Trust of Tennessee allows the Treasury
Department to use the Federal Reserve Wire Transfer System to transfer funds
on a limited basis.

Pension Fund Investments - This section manages the investments of the
Tennessee Consolidated Retirement System (TCRS) which at June 30, 1995
totaled $13 billion at book value (an increase of $928 million for the year) and
$14.1 billion at market value. Forthe year, investments produced $230 million
inincome forarealized rate of return of 7.60% on book value. This sectionalso
manages investments for the Chairs of Excellence Trust which at June 30, 1995
totaled $140 million at book value.

Tennessee The Tennessee Consolidated Retirement System provides retirement cov-

Consolidated  erage to state employees, higher education employees, teachers, and employ-

Retirement ees of political subdivisions that have elected to participate in the plan. As of

Sys tam June 30, 1995, there were 173,778 active TCRS members: 43,010 state employ-
ees; 55,976 K-12 teachers; 54,712 political subdivision employees; and 20,080
higher education employees. As of June 30, 1995, there were 62,090 retirees.
TCRS paid out $443.4 million in benefits during fiscal year 1994-95. The state
of Tennessee is responsible for the pension liability for state employees,
teachers, and higher education employees while each political subdivision is
responsible for the lability of its employees. Activities during 1994-95
included a record 4,560 retirements, 4,788 refunds, approximately 8,500
estimates provided to members, and approximately 5,200 requests to pur-
chase priorservice. TCRS received its sixth consecutive Certificate of Achieve-
ment for Excellence in Financial Reporting from the Government Finance
Officers Association for its June 30, 1994 Comprehensive Annual Financial
Report.
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Executive Summary

The State of Tennessee Deferred Compensation Program offers state
employees the opportunity to accumulate supplemental retirement income
on a tax deferred basis. By making salary reduction contributions to the 457
plan and/or the 401(k) plan offered under the program, employees are able
to postpone income taxes on contributions and earnings until the funds are
withdrawn. Participants may direct the investment of their deferred salary
into a variety of investment products contracted for the program. Since the
first of the program’s two plans was implemented in 1981, state employees
havedeferred over $139 millioninsalary. Asof June30,1995,11,706stateand
university employees had accounts in the program. The market value of
accumulated account balances totaled $198.7 million, an increase of $37.2
million during the year.

The State of Tennessee Flexible Benefits Plan is an optional benefit plan
which enables state employees to pay for certain expenses with before-tax
dollars. Employees may use the plan to pay group medical and dental
insurance premiums, out-of-pocket medical expenses, and dependent care
expenses. The majority of state employees use the plan to pay medical
premiums or dental premiums. In addition, 2,456 state employees used the
medical expense reimbursement account and 368 used the dependent care
reimbursement account at June 30, 1995. The plan generated over $2.1
million in F.I.C.A. savings for the state during the 1994-95 fiscal year.

The Division of Claims Administration is responsible for investigating
and making determinations on claims made against the state for workers’
compensation by state employees, employee property damage, tort liability,
and criminal injury compensation. Staffsupport from the Division of Claims
Administration also assists the Defense Counsel Commission and the Board
of Claims. The Division of Claims Administration received 6,836 claims for
tort, employee property damage, and workers’ compensation. The Board of
Claims took action on 13 cases,and 1,702 victims of criminal injury and drunk
driver claims were approved for payment. The Defense Counsel Commis-
sion heard 31 requests for representation. Payments made during the year
for workers' compensation, tort, and employee property damage claims
totaled $15.7 million. Payments made to victims of criminal injuries and
drunk drivers totaled $6.2 million. Since the first payments were issued in
1982, over $73 million has been paid to crime victims.

The Division of Risk Management is responsible for administering the
state's Property /Casualty Insurance Program, including the procurement
of boiler insurance and employee fidelity bond coverage. Allstate-owned
buildings and contents are provided all-risk, replacement cost coverage for
the limits of liability listed in the state's Property Insurance Schedule. On
July 1, 1994, the total scheduled values were $7.2 billion, The State Reserve
for Casualty Losses, in the amount of $5 million, provides a self-insured

Deferred
Compensation
Program

Flexible
Benefits
Plan

Claims
Administra-
tion

Division of
Risk
Management
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Executive Summary

Unclaimed
Property
Program

Chairs of
Excellence

Bond
Refunding
Trust

retention for the payment of property claims. Excess property coverage is
procured from an independent insurance carrier to provide claim pay-
ments in excess of the retention, should losses exceed $5 million in a given
fiscal year. A $5,000 per occurrence deductible is assumed by the depart-
ment, agency, or institution experiencing a loss. In fiscal year 1994-95, the
premium cost for total property coverage without the $5 million retention
was estimated to be $7.6 million. The actual cost of the program for the
same period was $1.1 million, providing a savings to the state of approxi-
mately $6.5 million.

The Unclaimed Property Division is responsible for the administration
of the state’s Uniform Disposition of Unclaimed Property Act. Under this
act, the state provides one centralized location for the owners of abandoned
property, or their heirs, to turn to when searching for forgotten assets. The
types of property covered by this act are primarily cash property such as
bank accounts, insurance policies, utility deposits, etc. During the fiscal
year, $12.1 million of unclaimed property was turned over to the Treasurer
and $4.7 million was returned to owners or their heirs. Since the program
began in 1978, over $98.1 million in unclaimed property has been reported
to the Treasurer and over $26 million of that property has been returned to
the owners or their heirs.

The Chairs of Excellence Trust is a nonexpendable trust fund authorized
in 1984 to further the cause of education in Tennessee. The funding of the
program is provided through contributions made by a private donor and
a matching amount by the state, thus, creating a chair. Income from the
chair 1s used to offset the cost of retaining a nationally or regionally
recognized scholarat a state college oruniversity who teaches ina specified
academic area. During the 1995 fiscal year, six chairs were created with
matching contributions totaling $2.6 million. Since 1984, a total of 92 chairs
have been created. The Trust totaled $140 million book value at June 30,
1995 and produced income of $7.8 million during the year,

The Treasurer has been appointed Refunding Trustee for the Tennessee
Local Development Authority (TLDA) in connection with the sale of bonds
issued to refund, in advance of maturity, bonds previously issued by the
TLDA. The Treasurer has established a Refunding Trust Fund for the
benefit of the holders of the refunded bonds. A portion of the proceeds of
the refunding bonds were used to acquire direct general obligations of the
United States of America or obligations the payment of the principal and
interest of which are unconditionally guaranteed by the United States of
America. The assets of the Refunding Trust Fund totaled $217,550 at book
value on June 30, 1995.
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Treasury Numbers at a Glance

Fiscal Year 1994-95

Administrative Number of Positions 174

Payroll Expenditures $ 6,071,775

Other Expenditures 3 3,489,884

Total Administrative Expenditures $ 9,561,659

Cash General Fund Eamings $ 29,111,131

LGIP Eamnings $ 71,191,471

ViEnpgemEIt Restricted Fugnd Earnings $ 13,459,268
Program

Total Cash Management Earnings $ 113,761,870

Retirement Retirement Benefits $ 443,406,956

Program Number of Retirees 62,090

Number of Active Members 173,778

Retirement Contributions $ 458,809,661

Retirement Investment Earnings % 930,425,055

Retirement Refunds $ 20,914,496

CIaln:ls_ a Workers® Compensation Payments $ 11,786,925

Administration Workers' Compensation Claims Filed 4,541

Program Employee Property Damage Payments $ 28,305

Employee Property Damage Claims Filed 273

Tort Claims Payments $ 3,856,410

Tort Claims Filed 2,022

Criminal Injury Payments $ 6,249,335

Criminal Injury Claims Filed 2,053

Defense Counsel Payments $ 392,985

Claims Award Fund Revenue $ 14595339

Risk Property Values Insured $ 7,244 879,500

Management Total Cost of Program $ 1,147,455

Program Savings to the State over Private Insurance Rates  $ 6,459,668

Other Deferred Compensation Contributions $ 18,818,921

Brosrams Deferred Compensation Participants 11,706

& Flexible Benefits Plan Payments $ 3,031,347

FICA Savings Generated from Flex Plan $ 2,141,935

Unclaimed Property Revenues $ 12,143,929

Unclaimed Property Payments $ 4,689,118

Chairs of Chairs of Excellence Contributions $ 2,562,409

Excellence Chairs Of Excellence Investment Eamnings $ 7,794,730

Prosrarh Total Number of Chairs of Excellence 92

gr Chairs of Excellence Expenditures $ 5630874

Market Value of Retirement Trust Fund $14,293,461,375

Assets
Under
Management
at 6/30/95

Chairs of Excellence Trust Fund

State Pooled [nvestment Fund

Deferred Compensation (outside managers)
Bond Refunding Trust

Total Assets Under Management

$ 149,156,438
$ 2275941486
$ 198,734,299
$ 124,538

$16,917 418,136

Treasurer's Report 5



Moving Toward the Future

# Tennessee Consolidated Retirement System

During the 1994-95 fiscal year, the division developed a new
pre-retirement planning program designed to help members
of the system prepare for the practical as well as the emo-
tional changes that come with retirement. The program
features presentations on Social Security benefits, TCRS
benefits, financial planning, estate planning and wills, health
and leisure activities.

Approximately 1,500 members participated in 46 seminars
across the state. The department also distributed statements
with benefit estimates and service histories to TCRS members.

Right: Pre-Retirement Planning Supervisor Sandra Sewell and Retirement Counselor [im Cotey condict a
pre-retirement planning semunar for teachers.

@ Deferred Compensation Program

To further help state employees improve their retirement income planning, the Deferred Com-
pensation Program developed and distributed a personalized statement for participants which
projects their account balance and their potential monthly income at retirement based on their
current account balance, their current savings rate, and their date of birth.

The program also held a series of investment seminars around the state to explain investment concepts
and the investment options available in the program. In addition to the nine funds already offered, the
Treasury Department added three new funds to the Deferred Compensation Program effective January
1,1995: Fidelity Investments’ Contrafund, Asset Manager Fund, and International Growth and Income
Fund. The program expects to see many more state employees begin saving for retirement during the

next year as a result of the 401(k) match authorized by the General Assembly during the 1994-95 fiscal

year. Initally, the match will be funded from savings generated by state employees’ use of the Flexible

Benefits Plan.

¢ Workers' Compensation Program

To ensure a high quality of care for injured workers and
to enable the workers' compensation program to better
manage medical costs, the department contracted with an
organization to establish and implement a workers'
compensation medical provider network for state em-
ployees injured on the job. The network is made up of
physicians and facilities specializing in the treatment of
occupational injuries and illnesses.

Left: Susan Clayton, Director of Claims Administration, and
Anne Adams, Claims Supervisor, helped to create a network of
medical providers specializing in treating occupational inju-
ries.

b Treasurer s Report



Moving Toward the Future

4 Risk Management Program

Effective July 1, 1994, the Division of Risk Management moved to the Treasury Department from the
Department of Finance and Administration. The division plans to begin automating its recordkeeping
and working on a building inspection process. The division will also work with the workers' compen-
sation program to develop safety and loss control programs to prevent accidents and reduce workers'
compensation costs.

4 Unclaimed Property Program

The unclaimed property division has been working with other states'
unclaimed property offices to exchange property held by another state
for individuals with a last known address in Tennessee. This coopera-
tive effort will increase the division's chances of returning property to
the rightful owners or their heirs. Since this project started, the divi-
sion has exchanged property with 35 states and is working on agree-
ments with the other states.

Left: Unclaimed Property Manager Kim Morrow set up reciprocal
agreements with 35 other states.

@ Careers NOW Internship Program

Beginning in January 1996, Tennessee's three constitutional offices
(Treasurer, Secretary of State, and Comptroller) will offer students from
Tennessee's colleges and universities an opportunity to work in one of
the three offices for a semester. Initially, twelve students per semester
will be accepted into the program. In addition to their daily work
responsibilities, the students will attend a series of seminars, visit other
state agencies, and engage in other opportunities to increase their
overall understanding and knowledge of Tennessee state government.

Right:  Program Coordinator Diana Collins oversees the new Careers Now
Internship Program designed to provide students the opportunity to develop
career opportunities in state government.

# Investment Division

A new portfolio inventory and accounting system was installed in the Investment Division on Novem-
ber 1, 1994. The system is a real time, on line system which allows much more flexibility to the portfo-
lio managers. Reports can be viewed on screen, and can be run at any time by the user. The system has
also been utilized to transmit trade information to the custodian bank, thus increasing accuracy and
improving efficiency. A more sophisticated pricing service was implemented at the same time, allow-
ing the division to more accurately value assets and collateral.

The department implemented a batch wire system for the Local Government Investment Pool program
which increases the accuracy and efficiency of processing withdrawal requests from the LGIP. The
department also implemented a voice response system for use by pool participants.

e er's Report 7
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State Cash Management

he state of Tennessee receives rev-
enues from many sources such as
taxes, licenses, fees, and the federal
government. As these monies are
collected, they are deposited into one of the 175
financial institutions in Tennessee that have
contracted with the state to serve as deposito-
ries. Under the state Constitution, the state
may not spend more money on its programs
than it has collected in revenues. Conse-
quently, at any point in time the state has a
sizable sum of money collected but not yet
spent. These monies are invested by the
Treasury Department until needed to pay for
state expenses, payroll, or benefit program
disbursements.

During the 1994-95 fiscal year, the average
balance of short term investments in the
Treasurer’s Cash Management program was
$2,177,771,341 per month and interest income
of $113,761,870 was earned. This includes
deposits in the Local Government Investment
Pool administered by the Treasury Depart-
ment.

The State Funding Board sets the investment
policy for the state. The State Funding Board is
composed of the Governor, Commissioner of
Finance and Administration, Comptroller,
Secretary of State, and Treasurer. The foremost
investment objective of the State Pooled Invest-
ment Fund is safety of principal, followed by
liquidity and then yield.

Up to 20 percent of the portfolio or
$300,000,000, whichever is less, may be invest-
ed for maturity greater than one year but less
than five years. Funds may be invested in
collateralized certificates of deposit with autho-
rized Tennessee financial institutions; bills,

notes and bonds of the U.S. Treasury; other
obligations guaranteed as to principal and
interest by the United States or any of its
agencies; and repurchase agreements against
obligations of the United States or its agencies.
Securities underlying repurchase agreements
must be book-entry and delivered to the State
Trust of Tennessee. Funds may also be invest-
ed in prime commercial paper, and prime
banker's acceptances.

Since 1991, the State Pooled Investment
Fund has been used as a liquidity facility for
the state's General Obligation Bond Anticipa-
tion Note Program (final maturity June 1, 1996).
The State Pooled Investment Fund is commit-
ted to buy any state of Tennessee General
Obligation Bond Anticipation Notes that fail to
be remarketed by the remarketing agent as an
investment until such time as the notes can be
resold.

The policy allows for the yield on such
obligations to be equal to or greater than the
yield of other obligations in which the state
could invest at the time of the purchase. Up to
$150,000,000 is covered by the State Pooled
Investment Fund pursuant to the note resolu-
tion. By providing its own liquidity facility, the
state is able to save up to $300,000 a year on
these outstanding notes.

At June 30, 1995, investments had an average
maturity of 136 days, and an average weighted
yield of 5.98%. The total balance in the State
Pooled Investment Fund at June 30, 1995
($2,284,062,000 par value) was allocated as
follows: U.S. Treasury government and agency
securities, 31.76%; repurchase agreements,
8.82%; collateralized certificates of deposit,
36.36%; and commercial paper, 23.06%.

B  Treasurer's Report



State Cash Management

State Cash Management Comparative Returns

In order to ensure that state investment returns reflect current market conditions, several market
indicators are carefully monitored. Among these are rates reported daily in the Wall Street Journal,
rates on U.S. Treasury securities and institutional money market funds. The following table
illustrates state returns compared with two of these indicators.

Fiscal ‘Total Pool *Merrill Lynch *New Pool ‘90 Day Treasury
Year Funds Institutional Fund Funds (CD Equivalent Yield)
1994-95 5.34% 5.33% 5.47% 5.45%

1993-94 4.04 3.30 3.41 3.42

1992-93 4.39 329 3.21 8§

1991-92 6.15 466 4.76 4.53

1990-91 7.91 7.03 715 6.66

Investment return on total portfolio.

*This index most closely resembles the structures and objectives of the total cash portfolio.

‘Investment return on funds invested during the year.

‘This approximates the reinvestment period for new funds.

Administration of Authorized State
Depository Accounts

The Cash Management Division is respon-
sible for the administration of the state’s bank
accounts in Tennessee financial institutions
designated as authorized state depositories.
Taxpayers and state agencies can deposit
certain tax funds due to the state directly to any
Treasurer’s account at any authorized state
depository.

The four most significant functions of
administering the accounts are: (1) authorizing
the state depository to accept state funds;

(2) cash concentration; (3) collateralizing
deposits; and (4) monitoring collateral and
deposits. Financial institutions’ requests to
become authorized state depositories are

received in Cash Management, reviewed, and
forwarded to the appropriate state officials for
consideration and approval.

The Cash Management Division is responsi-
ble for the cash concentration and management
of all state depository accounts. Cash Manage-
ment staff inquire on the balances of bank
accounts and concentrate available funds into
the State Trust to meet liquidity and invest-
ment needs. Account balances are drawn to
the floor and concentrated by Fed wire or
Automated Clearinghouse (ACH) transactions.
The account floor is the minimum amount
required by the financial institution for that
particular account to earn interest. All of these
state accounts are interest bearing.

Changes in branch banking laws and bank
ownership due to mergers and acquisitions

Treasurer's Report ¢



State Cash Management

have brought about a need to quickly identify
the parent bank, holding company and affiliate
trustee custodians for state depositories. The
ability to access and update this information on
a database enhances the ability to monitor
deposits and collateral based on appropriate
bank ownership.

This same database is accessed for current
account information for balance inquiry and
cash concentration. It automates the link from
balance inquiry to cash concentration by gener-
ating an ACH transaction. This automation
provides more time to inquire on more ac-
counts. The account balance floors are auto-
matically compared to the balances entered to
calculate ACH transaction amounts,

State Collateral Program

Collateral is required to secure state deposits
held in authorized state depository institutions.
Statute sets the required collateral level at a
market value of 105 percent of the value of the
deposit secured, less the amount secured by
the Federal Deposit Insurance Corporation.
However, if the state depository is operating
with a capital-to-asset ratio of less than five
percent, additional collateral with a market
value of $100,000 is required. The types of
investment instruments which are eligible to be
pledged as collateral are listed in this report.

The state of the economy and the financial
environment has increased the importance of
monitoring collateral. Cash Management staff
review collateral daily, weekly, and monthly.
Any collateral deficiencies at authorized state
depository institutions are reported to the

Funding Board monthly. Reasons for under-
collateralization include market price volatility
of the security pledged, unexpected high
deposits to an account, interest accruals, capi-
tal-to-asset ratios falling below five percent,
and principal paydowns on asset backed
securities which have been pledged as collateral.

Legislation was passed in 1990 which per-
mitted out-of-state banks to apply to become
trustee custodians for securities pledged to the
state of Tennessee. In addition to the normal
considerations, two major agreements are
required of such out-of-state institutions: (1)
they must agree to be subject to the laws of the
state of Tennessee and (2) they must be
designated to hold collateral for the federal
Treasury, Tax and Loan accounts.

8-5-110 Collateral

Tennessee Code Annotated, Section 8-5-110
designates the Treasurer as the custodian of all
collateral, securities, bonds and other valuable
papers deposited with the state or any depart-
ment thereof, and requires the Treasurer to be
exclusively responsible for the safekeeping
thereof.

Cash Management personnel work directly
with the personnel of the state agencies to
accept and release collateral held in accordance
with their specific instructions. Other state
agencies cooperating with the Treasurer in this
regard include the Department of Health, the
Department of Environment and Conservation,
the Department of Commerce and Insurance,
the Department of Transportation, and the
Department of Financial Institutions. Reports of
collateral transactions, holdings, and maturities
are regularly shared with these departments.

10 Treasurer's Report



State Cash Management

Collateral Pool

Legislation passed in March 1990 — “The
Collateral Pool for Public Deposits Act” —
authorized the formation of a collateral pool
for banks.

To minimize the risk to participating banks,
the pool system operates under the jurisdiction
of a Bank Collateral Pool Board.

While bank participation in the pool is
voluntary, participation is subject to applica-
tion and approval by the Bank Collateral Pool
Board, which has established minimum finan-
cial performance levels to ensure that only
healthy banks are permitted to participate.

The board is comprised of seven members
and is administered by the Treasurer's office.
Four of the board members are bankers ap-
pointed by the Treasurer from nominations
submitted by the Tennessee Bankers Associa-
tion. The remaining three members represent
state and local government divisions.

All funds are collateralized based on the
total amount of public funds held. Individual
public fund accounts are accumulated, and the
cumulative total is collateralized and pledged.

Target collateral pledge levels are based on
average balances in the public fund accounts.

All collateral transactions for the pool are
centralized and processed through the Treasury
Department once a month, using uniform state-
wide procedures.

The Bank Collateral Pool staff will monitor
the pool through monthly, quarterly and annual
bank reports of deposits and financial perfor-
mance of the pool members. Inaddition, the staff
regularly reviews collateral pledge levels.

Specific rules have been promulgated by
the Bank Collateral Pool Board to guide the
administration of the Bank Collateral Pool. The
rules areincluded ina Bank Collateral Pool oper-
ations manual available to banks upon request.

The staff of the Treasurer's office has
worked with the Board to develop a program
that is efficient, less costly, and provides a high
level of risk reduction in the collateralization of
public funds. In addition, the staff has created
a system that both banks and local government
officials will find is easy to understand and
administer.

The Bank Collateral Pool was implemented
on November 1,1995 with 13 banks participating.

Treasurer's Report 11



State Cash Management

10.
11,

12.
13.

Securities Acceptable as Collateral for State Deposits

U.S. Treasury Bills

US. Treasury Notes & Bonds

Federal Housing Administration (FHA) debentures
Government National Mortgage Associations (CNMA)*

Farm Credit System (FCS)

a. Federal Land Bank Bond (FLBB)

b. Farm Credit Systemwide Bonds (FCSB)

C. Farm Credit Systemwide Discount Notes (FCDN)

d. Farm Credit Systemwide Floating Rate Notes (FCFR)

Federal Home Loan Banks

a Bonds (FHLB)

b. Discount Notes (FHDN)

A Floating Rate Notes (FHFR)

Federal Home Loan Mortgage Corporation (FHLMCO)*

a. Mortgage-Backed Participation Certificates and Adjustable Rate Securities (FMPC,
FMAR)

b. Discount Notes (FMDN)

Federal National Mortgage Association (FNMA)*

Bonds, Debentures, Secondary Market Debt Obligations (FNSM)
Discount Notes (FNDN)

Floating Rate Notes (FNFR)

Mortgage-Backed Pass-Through Certificates (FNRF)

Residential Financing Securities (FNRF)

Adjustable Rate Mortgage-Backed Bonds (FNAR)

mAAD TN

Student Loan Marketing Association (SLMA)
a. Discount Notes (SLDN)

b. Fixed Rate Notes (SLMN)

C. Floating Rate Notes (SLFR)

d. Bonds (SLBD)

Tennessee Valley Authority Bonds and Notes (TVA)

Collateralized Mortgage Obligations (CMOs) and Real Estate Mortgage Investment Con-
duits (REMICs) that are direct obligations of a U.S. agency or FNMA /FHLMC, except that
the “residual” class/tranche of such securities will not be acceptable. Sufficient excess
securities should be pledged to allow for the periodic reduction of principal.

Certain Tennessee Municipal Bonds as specified in T.C.A. Section 9-4-103.

Surety Bonds issued by insurance companies meeting certain requirements, including
licensure under the laws of Tennessee.

* Pass through securities must reflect current paid down values and be kept up to date.

12 Treasurer's Report



State Cash Management

Historical Analysis of State Cash Investments

Fiscal Year Average Amount Invested Amount Earned Rate of Return
Collateralized Time Deposits
1994-95 $ 743,203,083 $ 39,498,384 5.34%
1993-94 524,944,000 18,544,812 3.54%
1992-93 367,934 460 14,855,742 4.03%
1991-92 287,099,579 16,274,530 5.60%
1990-91 374,849,439 28,926,573 7.75%
Repurchase Agreements
1994-95 $ 172,311,500 $ 9,375,039 546%
1993-94 154,941,333 5,181,537 3231%
1992-93 222,356,489 7,138,186 317%
1991-92 213,768,838 9,768,005 4.67%
1990-91 204,465,829 15,081,792 717%
Commercial Paper
1994-95 $ 533,771,250 $ 29,866,669 5.60%
1993-94 371,247 833 13,478,983 3.64%
1992-93 351,223,148 11,857,182 3.38%
1991-92 218,552,117 11,206,751 5.07%
1990-91 204,276,091 15,752,444 7.65%
U.S. Government Securities
1994-95 $ 692,287,167 $ 34,534,311 5.07%
1993-94 1,082,046,750 47,245,264 4.54%
1992-93 1,022,595,573 49,207,450 5.07%
1991-92 903,627,136 60,499,203 6.72%
199(-91 736,959,611 60,114,144 8.17%
Securities Lending Income
1994-95 N/A $ 487,467 N/A
1993-94 N/A 1,525,111 N/A
1992-93 N/A 1,425,030 N/A
1991-92 N/A 1,070,580 N/A
1990-91 N/A 796,026 N/A
Total Funds
Average Total Total Cash Composite Weighted

Fiscal Year

Funds Invested

Management Earnings

Awverage Rate of Return

1994-95 $2,141,573,000 $113,761,870 5.34%
1993-94 2,133,179 916 85,975,707 4.04%
1992-93 1,964,109,670 84,483,590 4.39%
1991-92 1,623,047 ,670 98,819,069 6.15%
1990-91 1,520,550,970 120,670,979 79%

Treasurer's Report
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State Cash Management

Cash ManagementInvestments
Composite Weighted Average Rate of Return 1986-1995

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

Fiscal Years

Analysis of State Cash Earnings 1986-1995

In Millions

e

50 | e |
1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

Fiscal Years

‘ Commercial Paper & Securities Lending O U.S. Government Securities

| O Repurchase Agreements M Collateralized Time Deposits
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State Cash Management

Cash Management Portfolio Analysis
Fiscal Year Ended June 30, 1995

Current Total Partfolio Composition
Investment Portfolio Avg.Days| Time Repurchase U.S. Treasury U.S. Commercial
Date Yield Yield to Maturity | Deposits ~ Agreements Notes Agencies Paper
07/94 4.41% 4.47% 167 31.16% 6.02% 23.57% 16.28% 22.97%
08/94 4.62% 4.58% 163 32.96% 4.67% 26.34% 15.93% 20.10%
09/94 4.78% 4.68% 154 32.01% 3.95% 27.77% 9.59% 26.68%
10/94 4.85% 4.85% 158 31.60% 9.67% 27.24% 9.50% 21.99%
11/94 5.36% 5.04% 153 30.95% 9.93% 20.76% 5.66% 32.70%
12/94 5.64% 5.26% 145 28.20% 7.83% 21.68% 12.45% 29.84%
01/95 5.65% 5.54% 133 35.01% 8.34% 11.20% 14.62% 30.83%
02/95 6.02% 5.85% 133 33.47% 16.17% 11.64% 15.69% 23.03%
03/95 6.07% 5.92% 131 30.18% 9.61% 11.77% 22.05% 26.39%
04/95 6.06% 5.95% 128 32.09% 5.13% 10.73% 17.82% 34.23%
05/95 6.05% 5.99% 138 38.63% 12.61% 8.92% 17.00% 22.84%
06/95 6.07% 5.97% 144 36.36% 8.82% 9.39% 22.37% 23.06%
Dollar
Weighted
Avg. 547% 5.34% 146 32.73% 8.56% 17.58% 14.91% 26.22%
General Fund LGIP Other Restricted
Date Average Percent Average Percent Average Percent  Total Invested

07/94 % 658,833,454

08/94
09/94
10/94
11/94
12/94
01/95
02/95
03/95
04/95
05/95
06/95

Avg,

27.95% $1,148,656,803

667,546,773 27.80% 1,194,763,593
554,144,223 24.16% 1,213,448,984
430,793,110  19.72% 1,216,704,462
312,301,874 15.11% 1,201,769,098
254,341,326 1286% 1,167,323,292
189,775,263 9.11% 1,343,801,663
85,077,987 421% 1,363,652,896

( 19,697,510) ( 0.96%) 1,546,272,839
201,408,524 9.18% 1,462,153,625
403,353,334 17.75% 1,331,299,020
324,786,971 14.61% 1,349,116,164
$ 338,555,444 15.13% $1,294,913,537

48.72% $ 550,006,615

49.76%
5291%
55.70%
58.12%
59.03%
64.51%
67.54%
75.09%
66.62%
58.57%
60.70%

23.33% $2,357,496,872

538,822,817
25 L9.77T
537,017,060
553,552,568
555,962,890
549,409,541
570,277,343
532,561,777
531,260,028
538,227,845
548,730,064

59.77% $ 544,302,360

22.44%
22.93%
24.58%
26.77%
28.11%
26.38%
28.25%
25.87%
24.20%
23.68%
24.69%

25.10%

2,401,133,183
2,293,392,984
2,184,514,632
2,067,623,540
1,977,627,508
2,082,986,467
2,019,008,226
2,059,137,106
2,194,822,177
2,272,880,199
2,222,633,199

$2,177,771,341

Note: The average General Fund balance for the vear would have been S635.904.849 if General Fund Balances had not

been required to cover an average annual deficit balance of $297.349.405 in the Education Trust Fund.
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State Cash Management

Local Government Investment Pool

Tennessee municipalities, counties, school
districts, utility districts, community health
agencies, local government units, and political
subdivisions can deposit monies with the
Treasurer to be invested in the state cash
management investment pool. Of course, these
local governments can invest their monies
directly in the money market if they so desire.
However, by allowing their dollars to be invest-
ed by the state they eliminate the complexities
of managing day to day investment and collat-
eral relationships with banks and/or securities
dealers.

This allows cash managers who have
previously been limited either by the relatively
small amount of funds available for investment
or the complexities of today’s investment
environment to take advantage of the volume
and expertise of the Treasurer’s cash manage-
ment program,

The Local Government Investment Pool
began operations in November of 1980. Partici-
pation in the LGIP program currently stands at
624 active accounts, representing 233 local
government umts. An additional 251 accounts
are active in the Department of Transportation
program as well.

Local governments which enter into
agreements with the Department of Transpor-
tation (DOT) often establish an LGIP account to
fund the local matching portion of a highway
project grant. These DOT accounts are avail-
able to provide the local match to the specific
highway project in a timely manner while
earning interest for the local government. Ina
similar fashion, the Tennessee Board of Regents
schools provide their matching portion of
Capital Projects funds while earning interest
for the benefit of the Board of Regents school.

The Treasurer’s Office has installed a facsim-
ilecopy machine toassist participants of the LGIP
in communicating their instructions regarding
deposits, transfers or withdrawals of funds. Thus,
participants have the choice of commumnicating
these instructions by telephone or telecopier.

In addition, voice mail telephone service
has been provided to permit LGIP participants
to give telephone transaction instructions while
staff is busy on other telephone lines. Voice
mail permits an increase in productivity while
holding costs constant. During the year, the
department developed a voice response system
for use by participants, giving them the ability
to obtain account information and to initiate
transactions.

LGIP reports mailed to participants in-
clude monthly statements and transaction
confirmations. Monthly statements detail all
debits and credits to the account during the
month, the account's average daily balance,
and interest credited. A transaction confirma-
tion is mailed to the participant each time a
deposit or withdrawal is made. Many partici-
pants rely on this documentation for daily and
weekly reconciliations.

Participants earn interest on LCIP deposits
based on the average rate of interest earned on
the investments acquired for the entire cash
management pool each month. This average
earnings rate is reduced each month by six one
hundredths of one percent (.06%) as an admin-
istrative fee for participating in the LGIP
program. During the 1994-95 fiscal year, the
average rate participants earned on their
deposits after the fee reduction was 5.41%.

Other activity is shown on the following
schedule by participant group.
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State Cash Management

Local Government Investment Pool
Schedule of Activity by Entity Type

Fiscal Year Ended June 30, 1995

Account Net Net Interest Account
Balance Activity Credited Balance
7/1/94 FY 1994-95 FY 1994-95 6/30/95
Cities $ 313,446,883 $ (69,140,047) $17,837 576 $ 262,144,412
Counties 403,237,132 111,371,141 23,641,060 538,249,333
Commitments
to D.O.T. 23,876,764 (2,824,898) 1,305,251 22,357,117
Educational
Institutions 278,207,711 7,791,188 20,096,637 306,095,536
Community
Health Agencies 2,762,794 2,486,78A 283,515 5,533,095
Restricted
Accounts 963,440 (58,618) 51,634 956 456
Other 114,661,832 22,356,545 7,199,266 144,217 643
TOTAL $1,137,156,556 $ 71,982,097 $70,414,939 $1,279,553,592

Treasurer's Report
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State Cash Management

State Trust of Tennessee

The State Trust of Tennessee, a not-for-
profit corporation, was chartered in the state of
Tennessee on April 20, 1979 and began opera-
tions in December 1980. The State Trust has
enabled the Treasury Department to gain
limited membership in the Federal Reserve
Bank System. Being a limited member of the
Federal Reserve gives the Treasury Department
access to the Federal Reserve Wire System,
which is used to send, receive, transfer and
control funds movement expediently under the
Treasurer’'s management.

Due to restrictions imposed upon state-
owned trust companies by the Federal Reserve
Board, the State Trust of Tennessee is limited in

the number of daily outgoing wire transfers
and can no longer settle ACH transactions
through its account at the Federal Reserve.

The restrictions required the State Trust of
Tennessee to contract with an agent bank to
execute these transactions. SunTrust Bank in
Nashville began serving as the Trust's agent
on July 1, 1994.

The State Trust became an associate mem-
ber of the Nashville Cleaninghouse on
April 1, 1994. Approximately 85% of all check
items presented for redemption are processed
through the clearinghouse.

State Trust Of Tennessee Federal Reserve Bank Transactions

Fiscal Year 1994-95
Transaction Type Number Amount
(1) Wire Disbursements 832 $ 1,572217,539
(2) Wire Receipts 7,290 11,722,368,213
(3) Security Disbursements 2,887 41,683,022,240
(4) Security Receipts 4,060 41,768,478,397
(5) Check Redemptions 5,879,283 6,377,965,879
~ TOTAL 5,894,352 $ 103,124,052,268

Explanation of Transaction Types:

(1) Disbursements of cash for the purpose of non-Fed eligible securities, settlement wires to agent

bank, and other non-recurring wires.

(2)  Receipt of cash for payment of interest and principal for non-Fed eligible securities, concentration
of cash deposited in local banks, drawdown of Federal funds, and Local Government Investment

Pool (LGIP) deposits.

(3)  Disbursement of cash against the receipt of Fed eligible securities (U.5. Government securities
held in book-entry form by the Federal Reserve Bank).

(4)  Receipt of cash against the disbursement of Fed eligible securities.

(50 Redemption of warrants, drafts, and checks issued by the state.
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TCRS Investments

nvestment objectives for the TCRS

Investment Division are to obtain the

highest available return on investments

consistent with the preservation of
principal, while maintaining sufficient liquidity
to react to the changing environment and to
pay beneficiaries in a timely manner.

TCRS Investment Division's policies and
strategies serve to benefit plan members in
several ways. The emphasis on conservative
and high quality securities and allocations
helps to ensure the soundness of the system
and the ability to provide the needed funds
upon a member’s retirement.

Funds in the retirement system are actively
managed with a diversified portfolio of high-
quality domestic and international bonds,
domestic and international stocks, mortgages,
and money market instruments. Investment
policy for TCRS funds is subject to the approval
of the Board of Trustees.

An Investment Advisory Council was
established by the Consolidated Retirement Act
of 1972 to provide policy guidance to the Board
of Trustees and the investment staff. The
current Advisory Council is comprised of five
senior investment professionals from within
the state of Tennessee. All five members hold
the Chartered Financial Analyst designation.
The Advisory Council's combined investment
management experience totals over 160 years.

Initiatives

Effective July 1, 1994, Boston Safe Deposit
and Trust Company began providing Master
Trust Custodial services. The master custodian
provides safekeeping, accounting and securi-
ties lending services. Previously, accounting
services for investment activity were per-
formed internally.

The investment portfolio accounting
system was replaced effective July 1, 1994 in
coordination with the change to the new
custodian. The new internal investment
portfolio system serves as a securities invento-
ry control system and a control for the receipt
of investment income. The securities recorded
on the securities inventory control system are
reconciled monthly to the securities held by
the custodial bank.

The Board of Trustees gained authorization
to designate the countries in which interna-
tional equity imnvestments may be made. The
division also gained authorization to use
external international equity managers. The
number of countries in which TCRS may
invest will be expanded with the designation
of external international equity managers.
Five styles of external international equity
management will be employed November 1,
1995. The five styles include Europe-Value,
Europe-Growth, Pacific Basin-Value, Pacific
Basin-Growth, and Emerging Markets.
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TCRS Investments

Summary of Retirement Fund Investments

June 30, 1995 June 30, 1994
Book Value Market Value Book Value Market Value

Domestic Securities:

Government Bonds § 3668,148,128 $§ 3,930,205,081 $ 3,147.297,369 % 3,188,693,196

Corporate Bonds 3,038,098,538 3,110,967,317 3,043,382,314 2,977,248 969

Corporate Stocks 3,508,605 ,826 4,165,908,786 2,801,050,246 3,106,385,423
Total Domestic Securities $ 10,214,852,492 $ 11,207,081,184 $ 8,991,729929 § 9272327588
International Secunties;

Government Bonds $ 63425359 $ 683428051 $ 615971021 $ 621233866

Corporate Bonds 338,581,133 367,596,792 192,778,906 201,034,372

Corporate Stocks 804,317,178 841,171,442 655,057,348 733,538,681

Amencan Depository Receipts 55,583,509 70,256,688 9,152,098 20,092,439
Total International Securihes $ 1,832,735416 $ 1962452973 $ 1472959373 $ 1575899358
Short-Term Securities % 968231409 § 968,197966 $ 1622722260 % 1,619,110937
Total Investinents $ 13,015819,317 § 14,137,732,123 $ 12,087 411,562 $ 12,467,337 883

Distribution of International Investments
June 30,1995
Stocks Fixed Income Total
Book Market Book Market Book Market

Country Value Value Value Value Value Value
Australia $ 24568767 $ 31272297 $ 36119759 $ 35806618 $ 60688525 § 67078915
Canada 71,458,773 68,392 875 262516,20 261585891 333,974,993 329,978,766
France 64,300,805 69,495,631 60,842,520 63,258,167 125,143,325 132,753,798
Japan 340,175,610 324544627 139591383 175284482 479,766,993 499 829 109
Netherlands 114,024,047 130025073 223920,129 251,327,131 337 944,176 381,352,204
Switzerland 27,054 389 31,671,975 4334 547 4,770,000 31,389,036 36,441,975
United Kingdom 185,840,754 214550,022 154971616 165991305 340,812,370 380,541,327
Germany 32477542 41,475,A30 90,538,455 93,001,249 123.015,997 134476879
Total $ 859000687 $911428130 § 972534,729 $1,061,024843 $1832735416 $1,962452,973
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TCRS Investments

TCRS Performance Summary
Fiscal Years 1985-86 Through 1994-95

Excluding Gains and Losses Including Gains and Losses

Average Percentage Average Percentage
Fiscal Amount Amount Earned on Amount Amount Eamned on
Year Invested Earned Book Value Invested Eamed Book Value
1994-95 § 12,347,068,826  $ 730,338,058 5.92% $12,247,025,328 $ 930,425,055 7.60%
1993-94  11,307,342,174 639,183,089 5.65 11,012,091,947 1,229,683,543 11.17
199293 10,108,497,939 634,818,640 6.28 9,857,173,789  1,137,466,939 11.54
199192 9,026,797,509 627,814,872 6.96 8,847,594,762 986,220,366 11.15
1990-91 8,134,018,497 583,497,298 7.17 8,049,275,637 752,983,018 9.35
198990  7,285,571,828 527,470,999 7.24 7,154,949 468 788,715,719 11.02
1988-89  6,492,258,416 474,648,937 7.31 6,454,807,817 549,550,134 8.51
1987-88  5,790,721,402 412,547,763 712 5,710,292,216 573,406,134 10.04
1986-87  4,918,934,167 366,812,760 7.46 4,802,008,843 726,663,408 15.13
1985-86  4,159,389,303 342,666,987 8.24 4,048,574,353 564,296,589 13.94
NOTE: The formula used to calculate the above figures has been devised consistent with authoritative

sources absent specific generally accepted accounting principles promulgating such and is as follows:
WHERE
| 1 = Current earnings plus discount minus premium
(A+B-D)/2 A = Total assets less current liabilities at beginning of year
B = Total assets less current liabilities at end of year
Rates are computed where | includes and excludes gains and losses on sales of investments.

1992-93

O With Gains and Losses
' !_E‘Vithout Gains and Losses

Fiscal Year

1985-86

8% 10% 12% 14% 16%
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TCRS Investments

TCRS Investments Benchmark Analysis

"Public Fund Income Yield ‘Yield To
Fiscal Index Median *TCRS On Average Maturity
Year Total Return Total Return Available Funds New Bonds
1994-95 15.4% 12.8% 4.76% 731%
1993-94 1.6 (.5 4.81 5.91
1992.93 13.2 15.1 5.16 6.48
1997-92 12.1 13.7 544 8.22
199()-91 79 7.8 5.97 8.65
1989-90) 104 11.6 6.03 9.01
TUBR-RY 14.2 133 6.35 9.36
1987-B8 1.9 2.0 5.49 g.21
1986-87 10.8 10.3 553 8.50
1985-86 25.2 27.7 5.21 9.67

This index most closely resembles the structure and objectives of TCRS.

*This 15 the time weighted method used to calculate returns and 15 the most accurate way to measure per-
formance

"This is the total dividend and interest income earned in one year and expressed as a percentage of average
funds available to invest at amortized cost, It does not include discount amortization of bonds or lending fees

"This is the vield to maturity on bonds acquired with new funds during each fiscal year

Summary of Investment Program Earnings
Fiscal Years 1990-91 Through 1994-95

Cash
Management TCRS Portfolio Total
Fiscal Year Earnings Earnings Earnings
1994-95 $ 113,761,870 $ 930,425,055 $ 1,044,186,925
1993-94 85,975,707 1,229,683,543 1,315,659,250
1992-93 84,604,170 1,137 466,939 1,222,071,109
1991-92 99,055,579 986,220,366 1,085,275,945
1990491 121,066,041 752,983,018 874,049,059
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Tennessee Consolidated Retirement System

he Tennessee Consolidated Retire-

ment System (TCRS) was established

July 1, 1972. Prior to this date, there
were seven different public employee retire-
ment systems. The TCRS, a defined benefit
plan which is qualified under 401(a) of the
Internal Revenue Code (IRC), is a retirement
system for state employees, higher education
employees, teachers, and local government
employees.

Membership

Membership in the retirement system is a
condition of employment for full-time state em-
ployees, teachers, general employees in higher
education, and the employees of local govern-
ments that participate in TCRS. Membership is
optional for certain part-time employees. Faculty
employees in higher education may participate in
either TCRS or an Optional Retirement Program
(ORP), which is a defined contribution plan
designed for faculty employees in institutions of
higher education. When an employee joins TCRS,
he receives an introductory letter and membership
pamphlet outlining various aspects of retirement
membership.

State employees and teachers become vested
after five years of service. Political subdivision
members attain vested status upon completion
of 10 years unless five year vesting has been
authorized. A vested member is guaranteed a
retirement benefit once the age requirements
are met.

As of June 30, 1995, there were 173,778
active members of TCRS and 10,128 higher
education employees participating in the ORP.

Since July 1, 1976, all new members of the
TCRS except state judges have been classified
as Group I members. State judges have been
permitted to enroll in Group IV since Septem-
ber 1, 1990. From July 1, 1972 to June 30, 1976,
all employees were classified as Group I, with
the exception of state policemen, wildlife
officers, firemen and policemen who were
classified as Group 11, and judges and elected
officials who were classified as Group III.
Members of seven superseded systems are
permitted to retain their original rights and
benefits.

Active Members Fiscal Years 1991-1995
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Tennessee Consolidated Retirement System

Contributions

The funding of retirement benefits is
financed by member contributions, employer
contributions, and the earnings of the invested
assets. Effective July 1, 1981, the employee
contributions of certain state employees and
higher education employees were assumed by
the state. Local governments can also adopt
these noncontributory provisions for their
employees. Group | K-12 teachers and contrib-
utory local government employees contribute
to TCRS at the rate of 5% of gross salary.
Employee contribution rates vary for supersed-
ed classifications.

Effective January 1, 1987, all state employees
and teachers who contribute a portion of their
income to the retirement system became cov-
ered by Section 414(h) of the Internal Revenue
Code. Under 414(h), payment of federal in-
come tax on an employee’s retirement contri-
butions is deferred until these contributions are
withdrawn in the form of a refund or monthly
benefit payments. Political subdivisions may
pass a resolution adopting Section 414(h)
coverage for their employees.

Upon termination of employment, a mem-
ber may elect to withdraw his contributions

and accumulated interest from the retirement
system in a lump sum. By obtaining a lump
sum refund, a member waives all rights and
benefits in the retirement system. A vested
member may leave his account balance in
TCRS and apply for benefits upon meeting the
age requirements. A non-vested member who
terminates employment may only leave his
account balance in TCRS for up to seven years.
During the 1994-95 fiscal year, 4,788 refunds
totaling $20.9 million were issued.

The contribution rate for the employers
participating in the retirement system is deter-
mined by a biennial actuarial valuation per-
formed by an independent actuarial firm. The
contribution rates include funding for the basic
benefit, the cost-of-living increase provisions,
and amortization of the accrued liability over a
40 year period which began in July of 1975.
The employer contribution rates for the year
ending June 30, 1995 were as follows:

Noncontributory State and

Higher Education Employees 6.33%
K-12 Teachers 8.51%
Political Subdivisions Individually

Deternuned
Faculty Members Electing
to Participate in the ORP 10.00%*

“11% for salary above the social secunity wage base.

Retirement Contributions Fiscal Years 1986-1995
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Tennessee Consolidated Retirement System

Retirement Benefits

The benefits provided by TCRS are de-
signed, when combined with the benefit pay-
able from social security, to allow career em-
ployees to maintain their standard of living at
retirement.

As of June 30, 1995, 62,090 retirees were
receiving monthly benefit payments. This
represents an increase of 2,376 retirees since
June 30, 1994.

Group I state employees and teachers
become eligible to retire from the TCRS at age
60 with five years of service or at any age with
30 years of service. State employees and
teachers become vested after five years of
service. Political subdivision members attain
vested status upon completion of 10 years
unless five year vesting has been authorized.
Retirement benefits are based on the average of
the member’s five highest consecutive years of
salary and the years of creditable service. A
reduced retirement benefit is available to
vested members at age 55 or upon completion
of 25 vears of service.

Disability benefits are available to active
members with five years of service who be-
come disabled and can not engage in gainful
employment. There is no service requirement
for disability benefits paid to active members
whose disability is a result of an accident or
injury occurring while the member was in the
performance of duty.

Cost-of-living adjustments after retirement
are based on the Consumer Price Index (CPI).
If there is an increase or decrease in the CPI of
as much as 1% in any calendar year, the retired
membet’s base benefit will be adjusted by an
amount equal to the increase or decrease in the
CPI, not to exceed 3%.

Certain death benefits are available to the
beneficiary(s) of a member who dies prior to
retirement. At retirement, a member can select
an optional benefit which is actuarially reduced
so that his beneficiary may continue to receive
a benefit after his death.

Benefits paid in fiscal year 1994-95 totaled
$443.4 million, an increase of $45.2 million over
1993-94 benefit payments.

Annual Benefit Payments Fiscal Years 1986-1995
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Tennessee Consolidated Retirement System

Tennessee’s Retirement Program

TCRS and Social Security Benefits

Sample Calculations for Calendar Year 1995

Five Year AFC 20 Years 25 Years 30 Years
$15,000 TCRS $ 4725 $ 5906 $ 7,088
Social Security 7,836 7.836 7.836

Total $ 12,561 (83.7%) $ 13742 (91.6%) $ 14924  (995%)

$20,000 TCRS $ 6,300 $ 7875 $ 9450
Social Security 9,468 9,468 9468

Total $ 15768 (78.8%) $ 17,343 (86.77%) $ 18918 (94.6%)

$25,000 TCRS $ 789 $ 9870 $ 1184
Social Security 11,112 11,112 11,112

Total $ 19,008 (76.0%) $ 20,982 (B3.Y%) $ 22,956 (91.8%)

$30,000 TCRS $ 9734 $ 12,167 $ 14,600
Social Security 12,552 12,552 12,552

Total $ 22286 (743%) $ 24719 (824%) $ 27,152  (90.5%)

$35,000 TCRS $ 1157 $ 14464 $ 17,357
Social Security 13,092 13,092 13,092

Total $ 24663 (705%) $ 27556 (78.7%) $ 30449  (87.0%)

$40,000 TCRS $ 13,409 $ 16,761 $ 20,113
Social Security 13,488 13.488 13.488

Total $ 26,897 (67.2%) $ 30249 (758%) $ 33,601 (84.04%)
$45,000 TCRS $ 15,246 $ 19,058 $ 22,869
Social Security 13,848 13,848 13,848

Total $ 29,094 (64.7%) $ 32906 (731%) §$ 36717  (81.6%)

This chart is based on a date of retirement in 1995. Social Security benefits have been calculated by Bryan,
Pendleton, Swats & McAllister, actuarial consultants for the TCRS, utilizing the following assumptions: (1) retire-
ment took place at age 65 in 1995; (2) the retiree worked a full career (TCRS plus other employers, if necessary) of 35
years or more, and, (3) salary increases throughout the retiree’s career followed the same pattern as National Average

Earnings
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Actuarial Valuation

An actuarial valuation of the TCRS is
performed by an independent actuarial firm
every two years. The purpose of the valuation
is to determine the funding requirements for
the employers participating in the TCRS. The
latest valuation was performed June 30, 1995 to
establish employer contribution rates for the
two year period beginning July 1, 1996. The
system's accrued liability is $56.1 million. The
accrued liability is being amortized over a 40
year period which began in 1975.

In addition to the biennial actuarial valua-
tion, an experience study is conducted every
four years for the purpose of establishing
actuarial and economic assumptions to be used
in the actuarial valuation process. Following
are the assumptions used in the June 30, 1995
actuarial valuation of the plan:

Economic Assumptions

(1) 8% annual return on investments

(2) 7% salary increases annually

(3) 6% annual increase in social security
wage base

Actuarial Assumptions

(1) Pre-Retirement mortality based on age
and sex

(2) Post-Retirement mortality based on age
and sex

(3) Disability rate based on age

(4) Turnover rate based on age and length
of service

(5) Retirement age distribution based on age
and service

The pension benefit obligation (the present
value of pension benefits, adjusted for project-
ed salary increases, estimated to be payable in
the future as a result of employee service to
date) totaled $12.1 billion at the June 30, 1995
actuarial valuation date. Net assets of $13.2
billion, equaling 108.5% of the pension benefit
obligation (PBO), were available for benefits.
This overall ratio indicates that the TCRS is
among the most strongly funded systems in
the nation.

Political Subdivisions

Political subdivisions may participate in
the TCRS if the chief governing body passes a
resolution authorizing coverage and accepting
the liability associated with the coverage. Each
political subdivision is responsible for the
retirement cost of its employees and, in addi-
tion to employer contributions, pays the TCRS
a fee for the administration of its plan under
TCRS.

Political Subdivision Participation
as of June 30, 1995

Cities 123
Counties 83
Utility Districts 29
Special School Districts 20
Joint Ventures 22
Miscellaneous Organizations 16
Regional Libraries 12
911 Emergency Communication Districts 19
Housing Authorities 10
Development Agencies _12

Total 346
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Major Legislative Improvements

1972

1973

1974

1976

1978

1980

1981

1983

1984

The benefit formula was improved from 1.12% of
salary up to the Sowial Securily Integration Level
(SSIL) to 1.5% of salary up to the SSIL.

An annual cost-of-living increase, based on the
Consumer Price Index (CPI) with a cap of 1.5% was
adopted for retirees.

Disability retirement eligibility requirement
was reduced from 10 years to five years of service.

The minimum benefit was increased from $5.34 to
$7.000 per month per year of service.

The maximum annual cost-of-living increase was
raised from 1.5% to 3%.

A provision was made to increase retirees’ benefits
whenever the benefit formula is improved.

Service credit wasauthonzed for unused accumu-
lated sick leave.

Service retirement ehgibility requirements were
reduced from age 65 or 35 years of service to age
60 or 30 years of service.

Early retirement eligibility requirements were re-
duced from age 60 or 30 years of service to age 5.

A bonus cost-of-living increase was granted
to retirees at a lump-sum cost of $15.3 million.

An pptional retirement plan was established for
teachers in the Board of Regents system.

Death benefits for members dying in-service
with 10 years of service was improved by offering
a 100% joint and survivor annuity of the member’s
accrued benefit for the spouse.

Non-contributory retirement for state employees
and higher education employees was adopted.
The employees’ contributions-up to 5%—wereas-
sumed by the state. Salaries of employees in active
service on the date these provisions were adopted
were indexed by 3.6%. Subsequent legislation has
continued this indexing each year since.

An actuarially reduced retirement benefit at any
age with 25 years of service was authorized.

Credit for out-of-state service for the purpose of
determining retirement eligibility wasauthonzed.

1985

1987

1989

1990

1991

1992

1993

1995

Retirement credit for armed conflict military
service was approved.

The minimum benefit was increased from §7 to
$8 per month per year of service.

Part-time employees were permitted to
participate in TCRS and members wereallowed to
establish credit for previous part-time employ-
ment.

An ad hoc increase was granted to retirees at a
lump-sum cost of $22 million.

Death benefits for spouse and children were
provided when member’s death is in the line of

duty.

Service credit for half of peacetime military
service was made available.

Another ad hoc increase to retirees was provided
at a lump-sum cost of 517 million.

A retirement incentive program was offered for
state employees retiring during a 90-day window.

Section 414(h) of the [RC was adopted to provide
that employee contributions are made on a tax-
deferred basis.

Retirement service credit for members receiving
worker's compensation due to a temporary
disability was made available.

A retirement incentive program was offered for
state employees retiring during a 120-day
window.

The Board of Trustees was authorized to
designate additional vendors for the optional re-
tirement plan for higher education employees.

The minimum number of years required to qualify
for retirement was reduced from 10 to five years.

Disability and death benefits were made available
to inactive, vested members.

Salary portability for service in different
classifications was authornzed effective Jan. 1, 1994.

A 5% benefit improvement was authorized
effective January 1, 1994,

3.6% indexing of salaries for noncontributory
employees was extended for an additional year.
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Social Security

The Old Age & Survivors Insurance Agency
(OASI) administers Section 218 of the federal
Social Security Act for Tennessee public em-
ployees. This section relates to coverage
agreements and modifications as well as to
coverage determinations.

Prior to 1951, social security coverage was
not available to public employees. Amend-
ments to the Social Security Act made in 1950
allowed certain groups of state and local gov-
ernment employees who were not covered by
an employer-sponsored retirement plan to
voluntarily participate in social security.
Amendments made in 1954 allowed coverage
for public employees who were covered by an
employer-sponsored retirement plan if federal
referendum requirements are met.

The Tennessee Master Agreement was
executed on August 16, 1951. It provided full
social security coverage (retirement, survivors,
disability, and hospital insurance) to public
employees who were not covered by an em-
ployer-sponsored retirement plan. A modifica-

tion to the agreement, effective January 1, 1956,
provided social security coverage to employees
serving in positions which were then covered
by the Tennessee State Retirement System and
the Tennessee Teachers” Retirement System.
After the Tennessee Consolidated Retirement
System was established July 1, 1972, a state-
wide social security coverage referendum was
held among eligible employees.

The 1985 Budget Reconciliation Act mandat-
ed Medicare hospital insurance coverage for
public employees hired after March 31, 1986
who do not have full social security coverage.
The Omnibus Budget Reconciliation Act of
1990 (OBRA) generally mandated full social
security coverage for state and local govern-
ment employees who are not covered by an
employer-sponsored retirement plan.

Effective in 1991, separate wage bases were
implemented for social security and Medicare
and separate reporting of withholding was
required. Since 1991, the social security tax rate
has been 6.20% each for employers and em-
ployees and the Medicare (hospital insurance)
rate has been 1.45% each.

Schedule of Historical Social Security Contribution Rates

Social Security = Medicare

Calendar Year Employee Rate Employer Rate Wage Base Wage Base
1996 7.65% 7.65% $ 62,700 No Limit
1995 7.65 7.65 61,200 No Limit
1994 7.65 7.65 60,600 No Limit
1993 7.65 7.65 57,600 $ 135,000
1992 7.65 7.65 55,500 130,200
1991 7.65 7.65 53,400 125,000
1990 7.65 7.65 51,300 51,300
1989 7.51 7.51 48,000 48,000
1988 7.51 7.51 45,000 45,000
1987 7.15 7.15 43,800 43,800
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Deferred Compensation

he Deferred Compensation Program
is a voluntary program designed to
provide state employees with the

opportunity to accumulate supplemental
retirement income on a tax deferred basis.
Participants may postpone income taxes on
contributions and earnings by agreeing to defer
receipt of a portion of their current income
until retirement.

This program offers employees two
plans. The 457 plan was implemented in the
1981-82 fiscal year and the 401(k) plan was
implemented in the 1983-84 fiscal year.

As of June 30, 1995, 11,706 employees
had accounts in the program: approximately
19% had accounts in the 457 plan only, 66%
had accounts in the 401(k) plan only, and 15%
had accounts in both plans. At June 30, 1,779
state employees and 102 University of Tennes-
see employees were actively contributing to the
457 plan and 5,716 state employees and 962
University of Tennessee employees were
actively contributing to the 401(k) plan. The
program is used by state employees of all ages
and salary levels. The majority are under age
50 and earn below $35,000 per year.

IRS regulations for 1995 allow a maxi-
mum deferral in the 457 plan of 25% of salary
up to the maximum annual contribution of
$7,500. The maximum deferral in the 401(k)
plan is 20% of salary for most members, up to
the maximum annual contribution of $9,240.
Participants who use both plans are subject to a
combined plan limit of 25% of salary up to
$7,500. The average annual deferral among
state employee participants was $2,160 at June
30, 1995.

During the 1994-95 fiscal year, the Gener-
al Assembly passed legislation authorizing
state matching contributions of $20 per month
to the 401(k) plan beginning in January 1996.

Enrollment and recordkeeping services for
the program are provided by Security First
Group, formerly known as The Holden Group.
The use of a separate administrator enables the
program to offer a wide variety of investment
products and to offer participants the flexibility
to transfer accumulated funds among invest-
ment providers without penalty.

Participants in the program receive a
quarterly statement showing contributions and

Participants 1991 - 1995

8,000

7,000

6,000
5,000

4,000 }
3,000
2,000

1,000

1990-91 1991-92

1992-93

W 457 Plan Only
0401 (k) Plan Only
O Both Plans

1994-95

1993-94
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earnings during the quarter. In addition, once
a year, participants receive a special statement
projecting their account balance to a variety of
retirement ages and showing the monthly
income those account balances might provide.
The program provides a variety of communica-
tion materials, including a video, a voice
response telephone system, a handbook for
participants, and an introductory booklet for
new employees.

Participants in the program may direct the
investment of their deferred salary to Union
Planters Time Deposit Account, Aetna’s Fixed
Account, Great-West Life’s three year or five
year Guaranteed Certificate Funds, Calvert's
Income Fund, and Fidelity Investments’
Magellan Fund, Puritan Fund, OTC Portfolio,
Contrafund, International Growth and Income
Fund, Asset Manager, and Retirement Govern-
ment Money Market Portfolio. Contributions
are wired through the State Trust of Tennessee
for immediate crediting.

As illustrated below, at June 30, 1995,
participants had invested 62% of accumulated
assets and 73% of new deferrals in variable
mutual funds.

For the year ending June 30, 1995, partici-
pants deferred a total of $18,818,921 through
the program. At June 30, 1995, accumulated
account balances totaled $198,734,299. Distri-
bution of these funds among the investment
providers is shown on the following page.

Benefits from the program may be distrib-
uted in periodic payments, in an annuity, or in
a lump sum. At June 30, 1995, there were 243
individuals receiving periodic payments and
184 individuals receiving annuity payments
from the program. The majority of retiring
participants and beneficiaries elect to withdraw
funds from the program in a lump sum.

Under the loan program offered in the
401(k) plan, active employees who have accu-
mulated $4,000 or more in their 401(k) account
may borrow up to half of their account value.
Participants repay principal and interest to
their 401(k) account through salary deduction.
Taxes continue to be deferred while funds
accumulated in the plan are in loan status,
During the 1994-95 fiscal year, there were 140
loans issued, bringing the total number of
outstanding loans to 319 as of June 30, 1995.
Outstanding loan balances totaled $1.4 million.

Distribution of Deferred Compensation Funds

By Investment Category
June 30, 1995
New Deferrals Assets
Money o
Market e
Growth B;?d Fixed G;:fvf_:e& 4%, Accounts
Income ® Accounts {';L 3 38%
24% 27% &

| Money
Market
3%

Growth Stock
44%

Growth B;Td
Stock 2
40%
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Deferred Compensation Deferrals and Assets

Market Value
Deferrals of Account Balances
FY 1994-95 FY 1993-94 June 30,1995  June 30, 1994
Plan I: 457
Aetna - Closed Contract $ 0 $ 0 $ 18,700,246 $ 18,666,077
Aetna - New Contract 638,162 635,811 9,417,932 7,595,295
American General 125,085 78,036 998,466 993,998
Calvert Group 52,290 50,256 324,675 330,012
Fidelity Investments 2,635,058 2,501,336 40,132,431 30,673,490
Great West 221,639 277.361 5,641,763 5,882,390
Union Planters 707,619 717,485 14,806,977 13,833,317
TOTAL 457 $ 4379,853 $ 4,260,285 $ 90,022,490 $ 77,974,579
Plan II: 401(k)
Aetna - Closed Contract $ 0 $ 0 $ 10,465,622 $ 10,741,604
Aetna - New Contract 2,045,632 1,600,497 12,143,606 8,811,081
Calvert Group 288,967 259,542 793,017 557,108
Fidelity Investments 10,493,181 8,866,677 69,784,538 49,145,551
Great West 309,725 358,115 5,197,465 5,498,060
Union Planters 1,301,563 1,135,210 10,327,561 8,808,481
TOTAL 49] (k}_ $14,439,068 $12,220,041 $108,711,809 $ 83,561,885
GRAND TOTAL $18,818,921 $16,480,326 $198,734,299 $161,536,464

Program Assets 1986-1995

1995 8
1994
1993
1992
1991
1990

Fiscal Years

1989
1988
1987

1986

S0 $20,000 $40,000 $60,000 $80,000 $100,000 $120,000 $140,000 $160

In Thousands

,000 $180,000 $200,000
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Flexible Benefits Plan

he Flexible Benefits Plan is an
optional benefit plan which enables
state employees to pay for certain
expenses with tax-free salary. Autho-
rized under Section 125 of the Internal Revenue
Code, this plan allows employees to avoid
income tax and social security tax on the
portion of the upcoming year’s salary they
agree to set aside for that year’s (1) group
medical insurance premiums, (2) group dental
insurance premiums, (3) out-of-pocket medical
expenses, and (4) dependent care expenses.

In exchange for its favorable tax treat-
ment, the plan must comply with specific rules
set forth by the Internal Revenue Code and
Regulations. Employees must decide what
they will purchase through the plan and how
much they will spend befare the year begins.
State employees enrolled in a group health or
dental insurance program are automatically
enrolled in the insurance premium portion of
the plan unless they elect not to participate.
Use of the other benefit options requires a new
election each year.

Enrollment in the plan is for a full calen-
dar year. Enrollments may not be changed
after the year has begun unless the employee
experiences a change in family status and
reports that change promptly. Employees
must use the amounts set aside in each cat-
egory for corresponding expenses incurred

during the year and any amount not used by
the employee must be subject to forfeiture.

Tennessee's Flexible Benefits Plan, or
“cafeteria” plan was implemented January 1,
1989. The Treasury Department took over
administration of the program effective January
1,1992.

The majority of state employees use the
plan to pay medical insurance premiums or
dental insurance premiums. In addition, at
June 30, 1995, 2,456 state employees used the
medical expense reimbursement account and
368 used the dependent care reimbursement
account.

Since contributions to the plan are exempt
from both employee and employer F.L.C.A.
(social security) tax, employees’ use of the plan
creates F.I.C.A. savings for the state. In fiscal
year 1994-95, the state’s F.I.C,A. savings totaled
$2,141,935. Since the program began operation
in January 1989, the state’s F.1.C.A. savings
have totaled $10,411,698. Savings exceeding
the costs of administering the plan have been
designated for offsetting costs of the state’s
wellness program, providing assistance for day
care programs, and funding matching contribu-
tions to the 401(k) plan. As of June 30, 1995,
$1,794,618 had been transferred to offset costs
of other benefit programs.
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Claims Against the State

he Division of Claims Administra-
tion processes claims filed against
the state for the negligent operation
of motor vehicles or machinery;
negligent care, custody and control of persons
or property; professional malpractice; workers
compensation claims by state employees;
dangerous conditions on state maintained
highways and bridges; and nuisances created
or maintained by the state. The Division of
Claims Administration operates in conjunction
with the Attorney General’s Office and the
Tennessee Claims Commission in this claims
process.

»

The Division of Claims Administration
contracts with a third party administrator for
the processing of workers' compensation
claims. The division’s staff monitors the work
done by the third party administrator and acts
as a liaison between state employees and the
third party administrator. The division con-
tracts with a medical case management firm
whose responsibility is to ensure that injured
state employees receive appropriate medical
care. The Division of Claims Administration
also handles all employee property damage
claims and tort claims up to a certain mone-
tary limit.

During fiscal year 1994-95, the Division
of Claims Administration received 6,836
claims falling within these categories (includ-
ing workers' compensation claims filed with
the third party administrator).

In order for a claim to be acted upon by
the Division of Claims Administration, notice
must be filed with the division. The division
then has 90 days to make a determination on
the claim. If the division is unable to act, the
claim is automatically referred to the Tennessee
Claims Commission. This process ensures that
claims will be processed in a timely fashion,

This division also provides staff support
to the Board of Claims. The Board of Claims
has the authority to hear claims which do not
fall within the jurisdiction of the Tennessee
Claims Commission. During the 1994-95 fiscal
year, the Board took action on a total of 13
claims. The Board also reviews and approves
the purchase of insurance policies by the state
and makes recommendations to the Commis-
sioner of Finance and Administration and the
General Assembly regarding the required
funding for the Claims Award Fund.

The primary function of the Division of
Claims Administration, Board of Claims, and
Tennessee Claims Commission is to provide an
avenue for persons who have been damaged
by the state to be heard and, if appropriate,
compensated for their loss or damage. All
claims are paid through the Claims Award
Fund. This fund is supported by premiums
paid by each state department, agency and
institution. The required funding is based
upon an actuarial study which reflects risk
assessment and estimated losses.
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Claims and Payment Activity Fiscal Year 1994-95

Claims Filed Payments Made

Workers” Compensation Claims 4,541
Death Payments $ 266,552
Medical Payments 6,428,780
Assault Injury Payments 0
Temporary Disability (Lost Time) 1,352,292
Permanent Disability 3,739,301
Subtotal $ 11,786,925
Employee Property Damage 273 28,305

Tort Claims 2,022
Death Payments $ 1,310,615
Bodily Injury Payments 1,846,841
Property Damage Payments 698,954
Subtotal 3,856,410
TOTAL 6,836 $ 15,671,640
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Victims Compensation Program

ssisting persons who are innocent
victims of crime is the purpose of the
Criminal Injury Compensation
Program. Payments made under
the Criminal Injury Compensation Program are
intended to defray the costs of medical services,
loss of earnings, bunal costs, and other pecuni-
ary losses to either the victim of a crime or to
the dependents of deceased victims. This
program is funded through privilege taxes
assessed in courts against criminal defendants
and other offenders upon conviction, fees
levied against parolees and probationers, the
proceeds of bond forfeitures in felony cases,
and a federal grant.

Applications for Criminal Injuries Com-
pensation are filed with the Division of Claims
Administration. The division’s staff reviews
the application and obtains supporting infor-
mation from the appropriate District Attorney’s
Office to determine eligibility for payment from
the Criminal Injuries Compensation fund. If
the division cannot process a claim within 90
days, then the claim is referred to the Tennes-
see Claims Commission.

During the 1994-95 fiscal year, the Divi-
sion of Claims Administration made payments
on 1,702 criminal injury claims for a total of
$6,249,335. Payments are issued promptly to
the victim and, if appropriate, his or her attor-

ney. Federal funding assistance for the pro-
gram has aided in allowing prompt claim
payment.

Victims of drunk drivers are also paid
from the Criminal Injury Compensation Fund.
Identical monetary benefits are available to
both drunk driver and criminal injury victims.
When the proximate cause of a death or injury
is the operator’s intoxication as prohibited by
T.C.A. 55-10-401, the victim’s death or injury is
eligible for compensation in the same manner
as criminal injury compensation, not to exceed
a maximum award of $7,000 per claim plus
attorney fees for injuries occurring on or after
July 1,1992. A supplemental award of up to
$3,000 was available for crimes occurring
during the 1994-95 fiscal year.

Since the first claims were paid in 1982,
the program has awarded a total of over $73
million to crime victims. The Division of
Claims Administration has made an effort to
educate members of the public of the existence
and benefits of the Criminal Injury Compensa-
tion Program by printing and distributing
informative brochures explaining the program.
Public awareness programs and the use of
victim assistance coordinators in each judicial
district have also aided in providing the public
with information about the availability of
criminal injury compensation.
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Victims Compensation Awards
Paid During Fiscal Year 1994-95

Percentage of Awards Based on Crime Classification

DU1 Homicide

Child Sexual 1% pes
Assault 2
19 Vehicular
1%
Adult Sexual
Assault
11%
Robbery by
Domestic Violence & Foice
Child Physical Assault <1% 6%

During fiscal year 1994-95, there were 1,702 awards totaling $6,239,335. Of that amount,
$313,691 can be attributed to claims involving DUI with the remaining $5,935,644 related to all
other crime tvpes. The average award for all types was $3,672.

Sources of Funds

Victims of Criminal Injury

Bond
Corrections  Forfeitures
Federal 10% 1%
Funds
16%

Parole Board

3':?1)
Interest ; CIC Taxes
13% Gambling 56%
Confiscation
1%
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Defense Counsel Commission

he Defense Counsel Commission

was established for the purpose of

hearing and making decisions on
requests for private legal representation by
state employees who have been sued in civil
litigation. The members of the Defense Coun-
sel Commission are empowered to review the
case to determine if the incident occurred in the
course of the employee’s assigned official
duties while under apparent lawful authority.
If the appropriate statutory findings have been
made, the members are empowered to approve
payment of attorney’s tees incurred by state
employees in the defense of the lawsuit against
them.

The Defense Counsel Commission has
authority to act on cases when the incident
which gave rise to the lawsuit occurred before
January 1, 1985. Jurisdiction for incidents

which arise on or after January 1, 1985 was
transferred to a subcommittee of the Board of
Claims.

During fiscal year 1994-95, the Defense
Counsel Commission/Subcommittee autho-
rized payments of attorney’s fees and litigation
expenses which totaled $392,985. The Defense
Counsel Commission/Subcommittee consid-
ered 31 requests for representation, of which 25
were approved and six were denied. At the
end of the fiscal year, there were 59 aclive
Defense Counsel Commission/Subcommittee
files.

Effective July 1, 1995, the duties of the
Defense Counsel were transferred to the Office
of the Attorney General as a result of legisla-
tion passed in the 1995 session of the General

Assembly.
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Division of Risk Management

he Division of Risk Management

administers a variety of insurance

programs for the state. The
Property/Casnalty Insurance Program pro-
vides all-risk, replacement cost coverage,
including flood and earthquake, for all state-
owned buildings and contents. This is accom-
plished through a $5 million self-insured
retention — a property /casualty reserve fund
appropriated for the payment of property
claims within a given fiscal year —and an
excess property insurance policy purchased
from a private carrier.

All property exposures are thoroughly
inspected and evaluated to determine appro-
priate rates for premium development and
allocation of premium costs to the various
departments. As of July 1, 1994, the state's
property values exceeded $7.2 billion. The
premium cost for excess property coverage and
fidelity bond amounted to $464.397. This
translates to an annual rate of .0064 cents per
$100 of coverage.

The Builders' Risk Insurance Program
provides property insurance coverage for
building construction or renovation projects
which have been approved by the State Build-
ing Commission. The Division of Risk Man-
agement reviews all construction contracts and
insurance specifications and issues builders'
risk policies providing all-risk coverage for the
state agency, contractor and sub-contractors for
the duration of the project.

Boiler insurance must be provided to
ensure protection for all state-owned boiler
objects. A boiler insurance policy is purchased
from a private insurance carrier which is not
only responsibile for the insurance coverage,
but must also provide a boiler inspection
service. Certified inspectors evaluate all boiler
objects on a regularly scheduled basis to ensure
the safe operation of these systems. This loss
prevention program has proven very effective

with results showing no incidents reported
within the past five years.

In order to protect the state from financial
loss due to employee dishonesty, the Division
of Risk Management procures an Honesty
Blanket Position and Faithful Performance
Blanket Position Bond. This bond is provided
by the excess property insurance carrier and is
negotiated as part of the property insurance
package. Fidelity coverage is provided in the
amount of $1 million per incident for 29 sched-
uled employees and $100,000 per incident for
all remaining state employees.

The Division of Risk Management also has
the responsibility to investigate and process all
property, boiler, and fidelity bond claims. A
detailed property inventory schedule is main-
tained which provides the insurable values for
both buildings and contents in the event a loss
occurs. There is a $5,000 deductible per occur-
rence which must be assumed by the individu-
al departments. Documented losses above the
deductible amount are indemnified by the
property/casualty reserve fund, through an
allotment revision process. Should this reserve
fund become completely exhausted within a
given fiscal year, the excess property policy
would provide the primary fund resource for
claim payments.

During fiscal year 1994-95, a total of 120
claims were reported. Of this number, 98 did
not exceed the $5,000 deductible and were
closed with no action. The remaining 22
incurred losses amounting to $746,459, with a
net loss to the fund of $636,459. With a manual
premium for first dollar coverage of $7.6
million, the state's pure property loss ratio
would be 8.4%. Since the generally expected
standard 1n the insurance industry for loss ratio
break-even is approximately 48%, the state's
property loss experience remains at an excel-
lent level.
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Division of Risk Management

The prevention and control of losses
continues to be an item of growing importance
in the area of state risk management. In the
past, the Division of Risk Management concen-
trated its efforts on reducing the risk of loss to
property and human life through a fire/life
safety inspection program. Until recently,
these inspections were conducted by external

sources. There is now an internal resource
available to complement this process, allowing
for an increase in the number of inspections
conducted. Also, with the continuing rise in
workers compensation and tort liability loss
costs, the Division of Risk Management will
expand its loss control program in an effort to
mitigate the growth in these areas.

Cost of Property/Casualty Program versus Private Insurance

Fiscal Year 1994-95

‘Premium - Excess Property & Bond Coverage

Premium - Boiler Insurance Coverage
Total Premium

Net Incurred Losses
Total Cost of State Program

$ 464,397
46,599
510,996
636,459

—————

1,147,455

‘Privale Insurance Premium Cost at Manual Rates

with No State Retention
Net Savings to State

1,607,123
$ 6,459,668

'Based on July 1, 1994 values totaling $7.244,879,500
“ Estimated based on July 1, 1994 values at .105 cents per $100 of coverage

Rates provided by Royal Insurance Company,

Fiscal Years 1990-91 through 1994-95

In Millions

1990-91

1991-92

1992-93

1993-94 1994-95

B State Program

O Private Insurance
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Unclaimed Property

he Treasury Department has admin-

istered the Uniform Disposition of

Unclaimed Property Act since it was
enacted in 1978. Administration of this act is
carried out by the Unclaimed Property Division
which operates the program in a manner
designed to return unclaimed property to the
rightful owner.

The Unclaimed Property Act provides that
cash property which an organization or indi-
vidual is holding for another person will be
delivered to the Treasurer for custody if the
holder of the property has had no contact with
the owner for a period of five years and if the
holder cannot locate the owner. Once property
is delivered, the Treasurer advertises the
owner’s name and last known address in order
to locate the owners. Since the program began
operations in 1979, $98.1 million in unclaimed
property has been reported to the Treasurer
and $26 million (26%) has been returned to
owners or heirs.

During the period July 1, 1994 through
June 30, 1995, $12,143,929 of cash property was
turned over to the Treasurer. This includes
$1,504,425 in cash and stock remitted by third

party audit organizations from out-of-state
non-reporting holders for Tennessee residents.
The chart below illustrates the sources of cash
collections for fiscal year 1994-95.

In addition to advertising the property,
the Treasurer makes several other efforts to
locate the rightful owner. Another location
method used is to send notification to the last
known address of each owner. If no response
is received, additional search efforts are made
through employment security records, tele-
phone directories, drivers' license records, and
other sources. In addition, the records of
unclaimed property owners are available for
viewing by the public in the Unclaimed Proper-
ty office. All property turned over to the
Treasurer is held in trust for the rightful owner
or his heirs in perpetuity, thereby allowing the
owners or their heirs to make claims on it at
anytime.

During the period July 1, 1994 through
June 30, 1995, $4,689,118 of cash property was
returned by the Unclaimed Property Division
to the owners or their heirs. An analysis of the
methods used to return this property is shown
on the next page.

Sources of Unclaimed Property

Corporations O_tz'ter Es:" geat Insurance
9% 8% = Companies
i 23%
Utilities )
4% £t
Cities &
: Counties
Retailers 7o
19, *
Securities
Financial 4
Institutions Other States
34% 6%

Treasurer's Report 41



Unclaimed Property

Methods Used To Return Property
July 1, 1994 - june 30, 1995

Number of Value of Percentage of
Location Method Accounts Claims Claim Value
Advertisement 4,685 $ 1,305,011 41%
Postcards 1,913 571,549 18
Holder Referral 838 417,841 13
Independent Locator 176 251,376 8
Other 293 192,616 6
Dept. of Safety Match g2 170,778 5
Dept. of Emp. Security Match 737 106,044 3
Legislator Listings 216 91,659 3
Telephone Directory 93 65,040 2
Credit Bureau 18 34,704 1 =
Total Claim Payments 9,061 $ 3,206,618 100% -0
Refunds to Local Governments 15 $ 794601
Interstate Exchanges 35 687,874
Total Payments 9,111 $ 4,689,093

Any local governmentin Tennessee which
turns over unclaimed property to the state may
request that the property be returned to the local
government forsafekeeping after it has been held
by the state for 18 months. This fiscal year,
$794,601 was refunded to 15 local governments.

Tennessee has reciprocal agreements with
other states’ unclaimed property programs to

exchange property held by one state for owners
with a last known address in the other state.
During this fiscal year, Tennessee exchanged
unclaimed property with 35 states. Tennessee
received $699,668 for residents or former
residents and paid $687,874 to other states’
unclaimed property offices.
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Chairs of Excellence

he Chairs of Excellence (COE) Trust

provides funds with which state

colleges and universities are able to
contract with persons of regional or national
prominence to teach in specified academic
areas. The program is open to all state four-
vear colleges and universities, and the UT
Space Institute.

The funding of the program is provided
through contributions made by a private donor
and a matching amount by the state, thus,
creating a chair, Income from the fixed income

portion of the trust is used to fund required
expenditures for the chair. All other funds,
including equity income and profit/loss,
become part of the corpus of the fund for use in
supporting the trust in future years.

Since the start of the program in 1984, there
have been 92 chairs created, with state appro-
priations totaling $44,000,000 and matching
contributions totaling $49,666,6878. For the year
ending June 30, 1995, investment income
totaled $7,794,730 with expenditures of
$5.630,874.

The University of Tennessee

Chattanooga
Miller COE in Management & Technology

Martin
Hendrix COE in Free Enterprise & Economics

American National Bank COE in the Humanities Dunagan COE in Banking

Provident Life & Accident Ins. Co. COE in
Applied Math

West COE in Communications & Public Affairs

COE in Judaic Studies

Cline COE in Rehabilitation Technology

Frierson COE in Business Leadership

Harris COE in Business

Lyndhurst COE in Arts Education

Knoxville
Racheff Chair of Ornamental Horticulture
Racheff Chair of Material Science & Engineering
COE in Enghsh
Condra COE in Computer Integrated
Engineering & Manufacturing

Condra COE in Power Electronics Applications
Pilot COE in Management
Holly COE in Political Economy
Schmitt COE in History
COE in Science, Technology & Medical Writing
Shumway COE in Romance Languages
Goodrich COE in Civil Engineering
Clayton Homes COE in Finance
COE in Policy Studies
Blasingame COE in Agricultural Policy Studies
Lincoln COE in Physics

* Hunger COE in Environmental Studies

Parker COE in Food & Fiber Industries

Memphis
Van Vleet COE in Microbiology & Immunology
Van Vleet COE in Pharmacology
Van Vleet COE in Biochemistry
Van Vleet COE in Virology
Muirhead COE in Pathology
COE in Obstetrics & Gynecology
LeBonheur COE in Pediatrics
Crippled Children’s Hospital COE in

Biomedical Engineering
Plough COE in Pediatrics
Gerwin COE in Physiology
Hyde COE in Rehabilitation
Dunavant COE in Pediatrics
First Tennessee Bank COE in Pediatrics
Federal Express COE in Pediatrics
Semmes-Murphey COE in Neurology
Bronstein COE in Cardiovascular Physiology
Goodman COE in Medicine
LeBonheur COE in Pediatrics (II)
Soloway COE in Urology

Space Institute
Boling COE in Space Propulsion

* Chair established during fiscal year 1994-95.
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Chairs of Excellence

Tennessee Board of Regents

Austin Peay State University
Acuff COE in Creative Arts

Harper/James and Bourne COE in Business

The Foundation Chair of Free Enterprise
Reuther COE in Nursing

East Tennessee State University
Quillen COE of Medicine in Geriatrics
& Gerontology
AFG Industries COE in Business
& Technology
Harris COE in Business
Long Chair of Surgical Research
Dishner COE in Medicine
* Quillen COE in Teaching and Learning

* Basler COE for Integration of Arts, Rhetoric,

and Sciences

Middle Tennessee State University
Seigenthaler Chair of First Amendment
Studies
Jones Chair of Free Enterprise
Adams COE in Health Care Services
National Healthcorp COE in Nursing
Russell COE in Manufacturing Excellence
Murfree Chair of Dyslexic Studies
* Miller COE in Equine Health
* Miller COE in Equine Reproductive
Physiology

Tennessee State University
Frist COE in Business Administration

Memphis State University

COE in Molecular Biology

Herff COE in Law

Fogelman COE in Real Estate

Sales & Marketing Executives of Memphis
COE in Sales

COE in Accounting

Arthur Andersen Company Alumni COE in
Accounting

Moss COE in Philosophy

Wunderlich COE in Finance

Herff COE in Biomedical Engineering

Bornblum COE in Judaic Studies

Shelby County Government COE in
International Economics

Wang COE in International Business

COE in Free Enterprise Management

COE in English Poetry

Herff COE in Computer Engineering

Lowenberg COE in Nursing

COE in Art History

Federal Express COE in Mgmt. Info. Systems

Moss COE in Psychology

Moss COE in Education

Hardin COE in Combinatorics

* Hardin COE in Economics/Managerial Journalism

Tennessee Technological University

Owen Chair of Business Administration
Mayberry Chair of Business Administration

* Chair established during fiscal year 1994-95.
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Statutory Duties of the State Treasurer

Boards and Commissions

Baccalaureate Education
System Trust

Board of Equalization

Board of Trustees of the
Tennessee Consolidated
Retirement System

Commission to Purchase
Federal Property

Funding Board

National Resources Trust Fund

Public Records Commission

Sick Leave Bank Board

State Building Commission

State Capitol Commission

State Insurance Committee

State Library and Archives
Management Board

State School Bond Authority

State Teacher
Insurance Committee

State Trust of Tennessee

Tennessee Bicentennial
Commission

Tennessee Child Care Loan
Guarantee Board

Tennessee Competitive
Export Corp.

Tennessee Higher Education
Commission

Tennessee Housing
Development Agency

Tennessee Local
Development Authority

Tennessee Sports Hall of Fame

Tennessee Student
Assistance Corp.

Tuition Guaranty Fund Board

Volunteer Public Education Trust

Workers Compensation
Fund Board

Tennessee Code

Annotated Section

49-7-801, et seq.

4-3-5101

8-34-301 -
8-34-319

12-1-103
9-9-101
11-14-304
10-7-302
8-50-903
4-15-101
4-8-301, et seq.
§-27-101

10-1-101, et seq.

49-3-1204

8-27-301
9-4-801, et seq.
4-44-101 -
4-44-109

4-37-101, et seq.

13-27-104

49-7-201, et seq.

13-23-106

4-31-103
4-3-5402

49-4-202
49-7-2018

49-3-401, et seq.

50-6-604

Administration

Board of Claims
Chairs of Excellence Trust

Collateral Pool
Collateral Program
Council on Pensions
and Insurance
Criminal Injury
Compensation Fund
Defense Counsel Commission
Deferred Compensation
Escheat
Flexible Benefits Plan
Investment Advisory Council
Investment of State
Idle Cash Funds
Local Government
Investment Pool
Old Age and Survivors
Insurance Agency
Pooled Investment Fund
Receipt and Disbursement
of Public Funds
State Cash Management

State Treasurer's Office
Tennessee Consolidated
Retirement System and
Miscellaneous Systems
Unclaimed Property
Victims of Drunk Drivers
Compensation Fund

Tennessee Code
Amnotated Section
9-8-101, et seq.
49-7-501 -
49-7-502
9-4-501 - 9-4-523
9-4-101 - 9-4-105

3-9-101

29-13-101, et seq.
9-8-107

8-25-101, et seq.
31-6-101, et seq.
8-25-305
8-37-108

9-4-602
9-4-704

8-38-101, et seq.
9-4-704

8-5-106 - 8-5-111;
9-4-301, et seq.
9-4-106 - 9-4-108;
9-4-401 - 9-4-409
8-5-101, et seq.

Title 8, Chpts. 34,
35, 36, 37 & 39
66-29-101, et seq.

40-24-107
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Executive Staff Directory

Treasurer's Office

Treasurer

Executive Assistant

Executive Assistant

Director of Personnel

Staff Assistant to the Treasurer
Staff Assistant to the Treasurer

Investments

Chief Investment Officer

Senior Equity Portfolio Manager

Senior Fixed Income Portfolio Manager

Senior International Fixed Income
Portfolio Manager

Senior Short-Term Portfolio Manager

Senior Analyst

Retirement Administration

Director of TCRS

Assistant Director of TCRS

Director of Deferred Compensation,
Research and Publications

Publications Officer

General Counsel

Director of Old Age and Survivors Insurance

Chief of Counseling

Manager of Benefits and Retired Payroll

Manager of Membership, Field Services,
Prior Service and Flexible Benefits

Other Divisions

Director of Accounting
Director of Claims Administration
and Unclaimed Property
Director of Computer Operations
Director of Financial Control
Director of Information Systems
Director of Internal Audit
Director of Management Services
Director of Risk Management
Budget Officer

The Treasurer is housed on the 1st floor of the State Capitol Building.

Steve Adams, CPA
Dale Sims

Janice Cunningham
Ann Taylor-Tharpe
Rhonda Hicks, CPA
Diana Collins

Chuck Webb, CFA
Jeremy Conlin

Frank Puryear. CFA
Roy Wellington, CFA

Randy Graves, CPA
Michael Keeler, CFA

Steve Curry, CPA, CEBS
Ed Hennessee
Deana Reed

Janice Reilly

Mary Roberts-Krause, |D
Mary E. Smith

Donna Finley

Velva Booker

Jamie Fohl

Jill Bachus, CPA
Susan Clayton

Sam Baker, CDI’, CCP
Rick DuBray, CPA
Newton Molloy, 111, CDP
Beth Chapman, CPA
Grady Martin

Steve Gregory

Wendy Padgett

(615) 741-2956
(615) 741-2956
(615) 741-2956
(615) 741-2956
(615) 532-8552
(615) 532-2992

(615) 532-1157
(615) 532-1152
(615) 532-1153
(615) 532-1151

(615) 532-1154
(615) 532-1165

(615) 741-7063
(615) 741-7063
(615) 741-7063

(615) 741-7063
(615) 741-7063
(615) 741-7902
(615) 741-1971
(615) 741-1971
(615) 741-4868

(615) 532-8045
(615) 741-2734

(615) 532-8026
(615) 741-5220
(615) 532-8035
(615) 532-1164
(615) 741-4985
(615) 741-9076
(615) 741-4985

Drvisions are housed on the 9th, 10th, and 11th floors of the Andrew Jackson Building.
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INVESTMENT PORTFOLIOS

STATE CASH PORTFOLIO

TENNESSEE CONSOLIDATED
RETIREMENT SYSTEM PORTFOLIO

CHAIRS OF EXCELLENCE PORTFOLIO




State Cash Portfolio

Rating Maturity Yield to Par Value Market Value
Maturity
U.S. TREASURY NOTES & BILLS:
FEDERAL HOME LOAN BANK AAA 9/18/95 6.29% § 25.000,000 5 25,009497
FEDERAL HOME LOAN BANK AAA 7/7/95 5.94% 30,000,000 29,964,000
FEDERAL HOME LOAN BANK AAA 7/3/95 5.92% 51,500,000 51,474 250
FEDERAL HOME LOAN MORT. AS50C. AAA 3/24/97 5.04% 10,800,000 10,777 647
FEDERAL HOME LOAN MORT. AS50C. AAA B/B/95 5.93% 25,000,000 24,837,500
FEDERAL HOME LOAN MORT. ASSOC. AAA 8/15/95 5.87% 20,000,000 19,848,000
FEDERAL HOME LOAN MORT. ASSOC. AAA 7/12/95 3.97% 50,000,000 49,900,000
FEDERAL HOME LOAN MORT. AS50C. AAA 8/2/95 5.94% 50,000,000 49,725,000
FEDERAL HOME LOAN MORT. ASSOC, AAA 8/4/95 5.95% 30,000,000 29,826,000
FEDERALNATIONALMORT. ASSOC. AMA 1/10/97 5.17% 20.000,000 20,589,000
FEDERALNATIONALMORT. ASSOC. AAA 9/30/98 4.99% 20,000,000 19,530,250
FEDERALNATIONALMORT. ASSOC. AAA 9/21/95 3.98% 51.800.000 51.105,880
FEDERALNATIONALMORT. AS50C. AAA 9/5/95 5.88% 50,000,000 49,455,000
FEDERAL NATIONALMORT. ASSOC. AAA 9/1/95 5.88% 50,000,000 49 485,000
FEDERALNATIONALMORT. ASS0OC. AAA 7/13/95 5.99% 30,000,000 29,934 000
UNITEDSTATESTREASURY NOTES AAA 2/28/98 5.19% 30,000,000 29,949 893
UNITEDSTATESTREASURY NOTES AAA 3/31/98 5.29% 30,000,000 29,813 475
UNITEDSTATESTREASURY NOTES AAA 4/30/98 5.29% 30,000.000 29.668,035
UNITEDSTATESTREASURY NOTES AAA 7/31/95 4.07% 30,000,000 30,501,837
UNITEDSTATESTREASURY NOTES AAA 8/31/95 5.62% 30,000.000 30,292,553
UNITEDSTATESTREASURY NOTES AAA 1/15/96 4.20% 30,000,000 31,514,180
UNITEDSTATES TREASURY NOTES AAA 8/15/95 4.03% 30,000,000 31,051,011
TOTALNOTES & BILLS $ 724,100,000 $ 724,612,008
CERTIFICATES OF DEPOSIT:
BANK OF ALAMO 10/13/95 6. 10% & 2,000,000 & 2,000,000
BANK OF ALAMO 10/20/95 f.00% 1,000,000 1,000,000
BANK OF ALAMO 11/17/95 5.90% 2,000,000 2,000,000
BANK OF ALAMO 12/18/95 5.80% 1,000,000 1,000,000
BANK OF ALAMO 12/12/95 6.00% 1,000,000 1,000,000
BANKOF ALAMO 11/17/95 5.90% 1,000,000 1,000,000
BANK OF ALAMO 12/15/95 5.80% 1,000,000 1,000,000
CITIZENSNATIONAL BANK, ATHENS 10/27/95 6.00% 500,000 500,000
BANK OFCROCKETT, BELLS 10/12/95 6.15% 200,000 200,000
BENTON BANKING COMPANY 10/12/95 6.15% 500,000 500,000
PEQOPLES BANK, BENTON 8/15/95 5.90% 100,000 100,000
PEOPLES BANK, BENTON 8/28/95 5.90% 200,000 200,000
PEOPLES BANK/POLKCOUNTY, BENTON 10/27/95 6.00% 200,000 200,000
BANK OF BRADFORD 10/3/95 5.90% 100,000 100,300
TWIN CITIES FEDERAL, BRISTOL 7/5/95 5.90% 500,000 500,000
FIRSTSTATE BANK, BROWNSVILLE 7/7/95 5.95% 500,000 500,000
FIRSTSTATE BANK, BROWNSVILLE 10/17/95 6 0% 500,000 500,000
FIRST UNTON BANK, BULLS GAP 9/5/95 6.20% 100,000 100,000
FIRST UNION, BULLS GAP 11/29/95 6.60% 400,000 400,000
FIRST UNION BANK, BULLS GAFP 9/20/95 5.60% 100,000 100,000
FIRST UNION BANK, BULLSGAP 7/11/95 6.50% 100,000 100,000
PEQPLE'S BANK AND TRUST CO OF BYRDSTOWN B/29/95 5 60% 100,000 100,000
PEQOPLE'S BANK AND TRUST CO OF BYRDSTOWN 7/11/95 6.50% 100,000 100,000
PEOPLE'S BANK AND TRUSTCOOF BYRDSTOWN 1/11/96 6.25% 100,000 100,000
PEOPLE’S BANK AND TRUST CO OF BYRDSTOWN 3/20/96 6.60% 100,000 100,000
PEOPLE'S BANK AND TRUST CO OF BYRDSTOWN 3/25/96 5 80% 200,000 200,000
PEOPLE’S BANK AND TRUST COQ OF BYRDSTOWN 9/26/95 6.20% 200,000 200,000
PEOPLE'S BANK AND TRUST CO OF BYRDSTOWN 5/3/96 6.35% 100,000 100,000
PICKETTCOUNTY BANK, BYRDSTOWN 8/2/95 5 80% 750,000 750,000
CUMBERLAND BANK,CARTHAGE 6/11/96 5.80% 90,000 90,000
CUMBERLAND BANK,CARTHAGE 6./18/% 5.80% 500,000 500,000
CUMBERLAND BANK,CARTHAGE 4/23/9 5.35% 1,000,000 1,000,000
FIRSTSTATE BANK, CHAPEL HILL 8/30/95 5.60% 200,000 200,000
(Continued)

Note: Please see pxplanation of ratings on page 53.
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State Cash Portfolio

Maturity Coupon Par Value Market Value
AMERICAN NATIONAL BANK AND TRUST,
CHATTANOOGA 12/28/95 5.80% § 20,000,000 $ 20,000,000
AMERICAN NATIONAL BANK AND TRUST,
CHATTANOOGA 7/17/95 595% 20,000,000 20,000,000
AMERICAN NATIONAL BANK AND TRUST,
CHATTANOOGA 10/27/95 6.00% 20,000,000 20,000,000
AMERICAN NATIONAL BANK AND TRUST,
CHATTANOOGA 5/17/94 6.05% 20,000,000 20,000,000
AMSOUTH BANK, CHATTANOOGA 8/2/95 5.40% 25,000,000 25,000,000
VOLUNTEER BANK AND TRUST, CHATTANOOGA 1/8/9% 6.25% 500,000 500.000
VOLUNTEER BANK AND TRUST,CHATTANOOGA 1/8/96 6.25% 80,000 80,000
AMERICANNATIONAL BANK, CHATTANOOGA §9/5/95 6.20% 20,000,000 20,000,000
AMERICANNATIONAL BANK,CHATTANOOGA 5/15/96 6.05% 20,000,000 20,000,000
AMSOUTH BANK,CHATTANOOGA 7/18/95 5.70% 25,000,000 25,000,000
FIRSTUNION, CHURCH HILL 7/25/95 6.45% 300,000 300,000
FARMERS ANDMERCHANTS, CLARKSVILLE 6/28/96 5.80% 100,000 100,000
FIRST FEDERAL,CLARKSVILLE 8/25/95 5.60% 100,000 100,000
FIRSTFARMERS ANDMERCHANTS, COLUMBIA 7/10/95 5.70% 5,000,000 5,000.000
FIRST BANK POLK COUNTY, COPPERHILL 1/12/%9 7.30% 4,300,000 4,300,000
RHEA COUNTY NATIONAL BANK, DAYTON 12/19/95 580% 600,000 600,000
RHEACOUNTY NATIONAL BANK, DAYTON 6/21/96 5.80% 600,000 600,000
PEQPLES BANK, DICKSON 3/1/9 6.60% 500,000 500,000
PEOPLES BANK, DICKSON 3/1/96 6.60% 500,000 500,000
HOME BANK OF TENNESSEE, DUCKTOWN S/12/95 5.60% 95,000 95,000
HOME BANK OF TENNESSEE, DUCKTOWN 3/8/9% 6.60% 99,000 99,000
HOME BANK OF TENNESSEE, DUCKTOWN 9/14/95 5.60% 99,000 99,000
HOME BANK OF TENNESSEE. DUCKTOWN 5/24/96 6.00% 95,000 95,000
HOME BANK OF TENNESSEE, DUCKTOWN 7/28/95 6.45% 95,000 95,000
CITIZENSBANK, ELIZABETHTON 12/15/95 7.25% 1,000,000 1,000,000
CITIZENS BANK, ELIZABETHTON 9/15/95 6.90% 1,000,000 1,000,000
CITIZENS BANK, ELIZABETHTON 12/20/95 7.25% 1,000,000 1,000,000
GATES BANKING AND TRUST 10/27/95 6.00% 450,000 450,000
JACKSON COUNTY BANK, CGAINESBORO 10/6/95 6.10% 250,000 250,000
JACKSON COUNTY BANK, GAINESBORCQ 8/25/95 5.90% 500,000 500,000
JACKSON COUNTY BANK, GAINESBORO 9/5/95 5.50% 1,000,000 1,000,000
JACKSON COUNTY BANK, GAINESBORO 10/20/95 6.80% 500,000 500,000
FIRSTNATIONAL BANK,GATLINBURG 10/13/95 6.10% 4,000,000 4,000,000
FIRSTNATIONAL BANK,GATLINBURG 1/26/96 6.15% 5,000,000 5,000,000
FIRSTNATIONAL BANK, GATLINBURG 11/10/95 5.90% 4,000,000 4,000,000
BANKOF GLEASON 8/25/95 6.20% 350,000 350,000
BANK OF GLEASON 10/24/95 6.00% 300,000 300,000
BANK OF GLEASON 5/17/96 6.05% 200,000 200,000
BANK OF HALLS 2/16/96 6.00% 200.000 200,000
BANKOF HALLS 2/1/9 6.00% 200,000 200,000
BANK OF HALLS 8/17/95 5.90% 700,000 700,000
BANKOFHALLS 8/10/95 590% 400,000 400,000
BANKOF HALLS 8/18/95 6.25% 300,000 300,000
CITIZENS BANK, HARTSVILLE 8/28/95 590% 250,000 250,000
CITIZENS BANK, HARTSVILLE 7/17/95 5.80% 500,000 500,000
CITIZENS BANK, HARTSVILLE 12/4/95 5.80% 500,000 500,000
CHESTER COUNTY BANK, HENDERSON 10/31/95 6.00% 100,000 100,000
FIRSTCITIZENS, HOHENWALD 2/16/96 6.75% 1.000,000 1,000,000
FIRSTCITIZENS, HOHENWALD 1/24/94 7 20% 1,000,000 1,000,000
FENTRESSCOUNTY BANK, JAMESTOWN 1/18/96 6.15% 500,000 500,000
FENTRESSCOUNTY BANK.JAMESTOWN 7/14/95 590% 200,000 200,000
FENTRESS COUNTY BANK, JAMESTOWN 9/22/95 6.20% 500,000 500,000
FENTRESSCOUNTY BANK, JAMESTOWN 7/24/95 A 10% 450,000 450,000
FENTRESSCOUNTY BANK, JAMESTOWN 8/4/95 6.25% 300,000 300,000
FENTRESSCOUNTY BANK,JAMESTOWN 6/6/96 5.60% 500,000 500,000
PROGRESSIVE SAVINGS, JAMESTOWN 9/15/45 5 60% 300,000 300,000
CITIZENSSTATE BANK, JASI'ER 10/20/95 6.00% 100,000 100,000
(Contiriued)
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State Cash Portfolio

Maturity Coupon Par Value Market Value
CITIZENSSTATE BANK, JASPER 10/24/95 6.00% $ 200.000 $ 200,000
CITIZENSSTATE BANK,JASFER 5/9/96 6.20% 200,000 200,000
MARION BANK AND TRUST, JASPER 9/29/95 6.20% 1,400,000 1,400,000
MARION BANK AND TRUST, JASPER 12/24/95 6.50% 300,000 300,000
FIRSTSTATE BANK, KENTON 9/5/95 5.70% 5,000,000 5,000,000
FIRSTUNION BANK, KINGSPORT 2/23/96 6.75% 1,050,000 1,050,000
CHARTER FEDERALSAVINGS BANK, KNOXVILLE 9/8/95 6.90% 100,000 100,000
CHARTER FEDERALSAVINGS BANK, KNOXVILLE 6/20/9%8 5.80% 5,000,000 5,000,000
CHARTER FEDERALSAVINGS BANK, KNOXVILLE 1/11/96 6.25% 5,000,000 5,000,000
CHARTER FEDERALSAVINGS BANK, KNOXVILLE 7/14/95 5.95% 5,000,000 5,000,000
CHARTER FEDERALSAVINGS BANK, KNOXVILLE 10/31/95 6.00% 5,000,000 5,000,000
CHARTER FEDERALSAVINGS BANK, KNOXVILLE 10/31/95 6.00% 100.000 100,000
NATIONAL BANK OFCOMMERCE, KNOXVILLE 7/24/95 6.45% 2,000,000 2,000,000
NATIONALBANKOF COMMERCE, KNOXVILLE 11/17/95 5.90% 10,000,000 10,000,000
CITIZENSBANK, LAFAYETTE 2/12/96 6.00% 500,000 500,000
CITIZENSBANK, LAFAYETTE 6/26/96 5.80% 100,000 100,000
CITIZENS BANK. LAFAYETTE 7/11/95 6.50% 250,000 250,000
CITIZENS BANK, LAFAYETTE 11/13/95 6.60% 100,000 100,000
FIRSTFEDSAVINGS BANK, LAFOLLE 7/26/95 5.40% 100,000 100,000
NATIONSBANK, LAWRENCEBURG 5/24/96 5.00% 200,000 200,000
FIRSTCENTRAL BANK LENOIR CITY B/18/95 5.70% 500,000 500,000
FIRSTCENTRAL BANK, LENOIRCITY 11/7/95 5.90% 500,000 500,000
FIRSTNATIONAL BANK, LENOIRCITY 7/14/95 5.95% 200,000 200,000
FIRSTNATIONAL BANK, LENOIR CITY 8/22/95 3.70% 300,000 300,000
FIRSTNATIONAL LOUDON COUNTY, LENOIR CTY 8/25/95 6.40% 100,000 100,000
CENTRALSTATE BANK, LEXINGTON 12/29/95 6.25% 500,000 500,000
CENTRALSTATE BANK, LEXINGTON 4/5/98 6.50% 500,000 500,000
THEFARMERS BANK, LYNCHBURG 12/4/95 3.50% 270,000 270,000
COFFEECOUNTY BANK, MANCHESTER 6/25/96 5.80% 280,000 280,000
COFFEECOUNTY BANK, MANCHESTER 8/11/95 5.70% 350,000 350,000
PLANTERS BANK, MAURY CITY 7/21/95 6.45% 200,000 200,000
BOATMEN'SBANK, MEMPHIS 10/20/95 6.00% 10,000,000 10,000,000
BOATMEN'S BANK, MEMPHIS 7/25/95 0.45% 10,000,000 10,000,000
BOATMEN'S BANK, MEMPHIS 4/1/95 6.50% 5,000,000 5,000,000
ENTERPRISE NATIONAL BANK MEMPHIS 7/21/95 5.40% 500,000 500,000
ENTERPRISENATIONAL BANK MEMTHIS 1/25/96 7.20% 500,000 500,000
ENTERPRISE NATIONAL BANK MEMPHIS 7/10/95 6.50% 500,000 500,000
ENTERPRISE NATIONAL BANK, MEMIPHIS 8/18/95 5.70% 500,000 500,000
FIRSTCOMMERCIAL BANK, MEMPHIS 7/11/95 6.50% 500,000 500,000
FIRST COMMERCIAL BANK, MEMPHIS 7/11/95 6.50% 250.000 250,000
FIRSTCOMMERCIAL BANK, MEMPHIS B/11/95 6.40% 1,000,000 1,000,000
FIRST COMMERCIAL BANK, MEMPHIS 11/7/95 5.90% 2,000,000 2.000,000
FIRST COMMERCIAL BANK, MEMPHIS 6/7/96 5.80% 1,000,000 1,000,000
FIRSTCOMMERCIAL BANK, MEMPHIS 10/31/95 6.00% 1,000,000 1,000,000
FIRSTCOMMERCIAL BANK, MEMPHIS H/4/95 6 40% 1,000,000 1.000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 9/26/95 6.15% 10,000,000 10,000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 2/9/96 b.85% 20,000,000 20,000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 10,/20/95 £ 00% 15,000,000 15,000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 1/19/86 6.15% 25,000,000 25,000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 10/27/95 6.00% 20,000,000 20,000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 7/14/95 6.45% 25,000,000 25,000,000
NATIONAL BANK OF COMMERCE, MEMTHIS 7/24/95 6.45% 30,000,000 30,000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 4/30/96 6.05% 25,000,000 25,000,000
NATIONALBANK OF COMMERCE, MEMIHIS 5/21/96 6.05% 25,000,000 25,000,000
NATIONAL BANK OF COMMERCE, MEMPHIS 7/21/95 6.45% 20,000,000 20,000,000
NATION AL BANK OF COMMERCE, MEMPHIS 6/28/96 5.B0% 15,000,000 15,000,000
TENNESSEE BANK AND TRUST MILLINGTON B/23/95 5,90% 500,000 500,000
TENNESSEE BANK AND TRUST, MILLINGTON §/15/95 t 25% 750,000 750,000
TENNESSEE BANK AND TRUST MILLINGTON 11/17/795 590% 1,200,000 1,200,000
TENNESSEE BANK AND TRUST, MILLINGTON 8/8/95 &.00% 1,000,000 1.000,000
TENNESSEE BANK AND TRUST, MILLINGTON 7/14/95 5 954, 1,000,000 1.000,000
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TENNESSEE BANK AND TRUST, MILLINGTON 8/23/95 5 90% $ 500,000 § 500,000
FIRSTCITY BANK, MURFREESBORO 7/31/95 6 00% 5,000,000 5,000,000
FIRSTAMERICAN BANK, NASHVILLE 2/2796 6.00% 25,000,000 25,000,000
FIRST AMERICAN BANK,NASHVILLE 7/21/95 5.40% 10,000,000 10,000,000
FIRST AMERICAN BANK, NASHVILLE 3/8/96 6.60% 50,000,000 50,000,000
FIRST AMERICAN BANK,NASHVILLE 10/20/95 6.00% 25,000,000 25,000,000
FIRST AMERICAN BANK, NASHVILLE 1/2/96 6.15% 25,000,000 25,000,000
FIRST AMERICAN BANK, NASHVILLE 1/22/96 6.15% 25,000,000 25,000,000
FIRSTAMERICAN BANK, NASHVILLE 5/14/96 6.05% 25,000,000 25,000,000
FIRST AMERICAN BANK, NASHVILLE 5/31/%6 6.00% 25,000,000 25,000,000
FIRSTAMERICAN BANK, NASHVILLE 12/11/95 6.60% 20,000,000 20,000,000
FIRSTFEDERAL BANK,NASHVILLE 4/19/96 6.35% 95,000 95,000
NATIONAL BANK OF COMMERCE, NASHVILLE 7/24/95 6.45% 5,000,000 5,000,000
NATIONAL BANK OF COMMERCE, NASHVILLE 11/17/95 590% 15,000,000 15,000,000
SOUTHTRUSTBANK, NASHVILLE 6/6/9 5.80% 3,000,000 3,000,000
SOUTHTRUST BANK, NASHVILLE 6/6/96 5.60% 2,800,000 2,800,000
THE BANK OF NASHVILLE 7/3/95 5.95% 1,000,000 1,000,000
THE BANK OF NASHVILLE 7/3/95 6.50% 1,000,000 1,000,000
THE BANK OF NASHVILLE 8/25/95 6.20% 2,000,000 2,000,000
NEWPORTFEDERAL SAVINGS AND LOAN,
NEWPORT 10/2/95 6.90% 500,000 500,000
NEWPORTFEDERAL SAVINGS ANDLOAN,
NEWPORT 6/25/9 5.80% 300,000 300,000
SECURITY BANK, NEWBERN 7/10/95 5.25% 350.000 350,000
SECURITY BANK,NEWBERN 7/14/95 575% 300,000 300,000
SECURITY BANK, NEWBERN 8/29/95 5.80% 500,000 500,000
OAKLAND DEPOSIT BANK, OAKLAND 4/12/96 6.50% 100,000 100,000
COMMERCIAL BANK, OBION 9/29/95 5.90% 200,000 200,000
FIRSTNATIONAL BANK, ONEIDA 1/11/96 6,25% 500,000 500,000
FIRSTNATIONAL BANK, ONEIDA 12/8/95 6.50% 500,000 500,000
FIRSTNATIONAL BANK, PIKEVILLE 9/22/95 5.90% 300,000 300,000
COMMUNITY BANK, PULASKI 10/19/95 6.15% 750,000 750,000
FIRSTNATIONAL BANK, PULASKI 8/11/95 640% 300,000 300,000
FIRSTNATIONAL BANK, PULASKI 2/13/96 6.85% 300,000 300,000
FIRSTNATIONAL BANK, PULASKI 2/13/9 6.85% 500,000 500,000
FIRSTNATIONAL BANK, PULASKI 2/9/9% 6.85% 700,000 700,000
FIRSTNATIONAL BANK, PULASKI 8/15/95 6:25% 300,000 300,000
BANKOFRIPLEY 9/5/95 6.20% 100,000 100,000
BANK OF RIPLEY 1/19/96 6.15% 100,000 100,000
BANKOF RIPLEY 11/27/95 6.00% 150,000 150,000
BANKOFRIPLEY 7/11/95 6.50% 200,000 200,000
BANK OF RIPLEY 1/29/96 6.15% 100,000 100,000
FIRST UNION BANK, ROGERSVILLE 12/22/95 6.50% 550,000 550,000
FIRST UNION BANK, ROGERSVILLE 10/6/95 6.90% 1,600,000 1,600,000
FIRSTUNION BANK, ROGERSVILLE 12/22/95 6.50% 1,100,000 1,100,000
CHARTERFEDERALSAVINGS BANK,SEVIERVILLE 10/13/95 6.80% 85,000 85,000
SOMERVILLE BANK AND TRUST 8/25/95 6.20% 200,000 200,000
FIRST BANK RHEA COUNTY, SPRING CITY 10/2/95 6.10% 900,000 900,000
MERCHANTS AND PLANTERS, TOONE 2/16/96 6.75% 200,000 200,000
MERCHANTS AND PLANTERS, TOONE 11/17/95 6.60% 200,000 200,000
MERCHANTS AND PLANTERS, TOONE §/29/95 5.80% 100,000 100,000
MERCHANTS ANDPLANTERS, TOONE 9/28/95 5.80% 100,000 100,000
BANK OF COMMERCE, TRENTON 10/20/95 6.15% 1,000,000 1,000,000
BANK OF COMMERCE, TRENTON 7/14/95 5.75% 1,000,000 1,000,000
BANK OF COMMERCE. TRENTON 11/27/95 6.00% 2,500,000 2,500,000
BANK OFCOMMERCE, TRENTON 12/18/95 5.80% 1,000,000 1,000,000
WAYNECOUNTY BANK, WAYNESBORO 9/15/95 6.20% 900,000 900,000
THEWHITEVILLE BANK 5/15/96 6.05% 350,000 350,000
THEWHITEVILLE BANK 5/17/96 6.05% 500,000 500,000
THEWHITEVILLE BANK 6/21/98 5 80% 600,000 600,000
THEWHITEVILLE BANK 9/29/95 5.90% 400,000 400,000
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THEWHITEVILLE BANK 8/25/95 570% % 500,000 & 500,000
THEWHITEVILLE BANK §/18/95 5.70% 300,000 300,000
BANK OF COMMERCE, WOODBURY 12/29/95 7.30% 2,000,000 2,000,000
TOTAL CERTIFICATES OF DEPOSIT $ 829,063,000 3 829,083,000
REPURCHASE AGREEMENTS:
SWIS5 BANK CORP. GSI 7/5/95 590% % 11,000,000 % 11,000,000
THIRDNATIONAL BANK, NASHVILLE 7/5/95 6.00% 15,000,000 15.000,000
SWIS5 BANK CORP. GSI 7/3/95 6.20% 52,757,000 52,757,000
SWISS BANK CORP. GSI 7/3/95 6.20% 27,243,000 27,243,000
HSBCSECURITIES 7/3/95 6.20% 48,895,000 48,895.000
HSBCSECURITIES 7/3/95 6.20% 26,105,000 26,105,000
HSBCSECURITIES 7/3/95 6.20% 20,200,000 20,200,000
TOTAL REPURCHASEAGREEMENTS $ 201,200,000 & 201.200,000
COMMERCIAL PAPER:
BTSECURITIES CORP Al 9/6/95 6.38% % 30,000,000 $ 29,137,167
B.I FUNDING, INC. Al 7/14/95 6.02% 14,250,000 14,099,013
FALCON ASSETSECURITIZATION CORP Al 7/6/95 5.98% 30,000,000 29,826,458
MITSUBISHIINT'L CORP. Al+ 7/6/95 5.97% 24,336,000 24,227 401
ASSOCTATES CORP OF N. AMERICA Al+ 7/6/95 5.98% 50,000,000 49,801,333
SHEFFIELD RECEIVABLESCORP Al+ 7/7/95 6.00% 20,000,000 19,916,944
SUMITOMO CORP OF AMERICA Al+ 7/14/95 6.01% 16,000,000 15,917,609
BELL ATLANTIC NETWORK FUNDING CO Al+ 7/5/95 5.97% 15,000.000 14,945,458
MERRILL LYNCH & CO., INC. Al+ 7/5/95 5.99% 50,000,000 49,825,875
CORPORATERECEIVABLESCORP Al 8/2/95 5499% 30,000,000 29,786,792
EALCON ASSETSECURITIZATION CORF Al 8/10/95 5.95% 20,000,000 19,831,983
RECEIVABLESCAPITALCORP Al 9/14/95 593% 37,532,000 37,013,589
GENERAL ELECTRIC CAPITALCORP Al+ 9/1/95 5.93% 50,000,000 49,421,153
METLIFE FUNDING CORP Al+ 8/7/95 3.96% 35,561,000 35,297,849
SHEFFIELD RECEIVABLESCORP Al+ 7/28/95 6.01% 30,000,000 29,845,517
MITSUI & CQ (USA) INC Al 7/12/95 6.09% 15,000,000 14,967,067
PACTELCAPITALRESOURCES Al 7/11/95 6.09% 25,000,000 24,949,333
RECEIVABLESCAPITALCORP. Al 7/5/95 6.20% 12,000,000 11,985,667
KOCHINDUSTRIES Al+ 7/5/95 6.25% 25,000,000 24,978,299
TOTAL COMMERCIAL PAPER $ 529,679,000 % 525,778,507
TOTAL PORTFOLIO $2,284,062,000 § 2,280,673,515

Key to Ratings

All ratings presented are from Moody's Inves-
tors Service with the exception of some of the
governmentagency securities. Moody's does not
rate these securities. Standard & Poor's does
provide ratings for the securities (AAA is Stan-
dard & Poor’s highest rating). Government Secu-
rities are not rated per se’ but are considered the
best quality securities. By policy, TCRS consid-
ers convertible bonds as an equity investment,
thus the ratings of the convertible bonds are not
as large a factor when an investment decision is
made. As a result, some of the convertible bond
ratings are lower than other TCRS bond invest-
ments. In accordance with generally accepted
accounting principles, the convertible bonds are
classified as corporate bonds for financial report-
ing purposes.

Moody's rates securities as follows:

; ST Higher End
2o Mid-range
3 viiiiinin.. LoOwWer End

Aaa..........Best Quality
Aa...........High Quality

- ATy A Upper Medium Quality
Baa ..........Medium Quality

Moedy’s applies numerical modifiers in each rat-
ing classification as follows:

NRindicates the security is not rated by Moody's.
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GOVERNMENTS:
BONDS AND NOTES:

CERT OF ACCRUALTREASURY-SERM AAA 0.000 5/15/% § 2,000000 $ 1904400
CERT. OF ACCRUAL TREASURY-SERQ AAA 0.000 5/15/96 3,000,000 2,856,600
CERT OF ACCRUALTREASURY-SERT AAA 0.000 5/15/96 25,280,000 24,071,616
CERT OF ACCRUALTREASURY-SERT AAA 0.000 11/15/96 9,404,000 8,706,223
CERT OF ACCRUAL TREASURY -SERV AAA 0.000 5/15/96 4,000,000 3,808,800
COUPONTREASURY RCPT AAA 0.000 2/15/98 39,720,000 34,100,017
COQUPON TREASURY RCPT AAA 0.000 8/15/97 30,000,000 26,540,700
COUPONTREASURY RCPT AAA 0.000 8/15/98 49,140,000 40,904,136
COUPON TREASURY RCPT AAA 0.000  8/15/2004 23,075,400 12,946,915
COUPON TREASURY RCPT AAA 0000 11/15/2003 74,236,964 43,934,920
PRINCIPLE TREASRCPT AAA 0.000  8/15/2004 10,134,000 5,685,883
PRINCIPLETREASRCPT AAA 0.000 8/15/2003 100,000,000 60,182,000
SBA GTD PARTN CTFS SBIC 90-10D AAA 8700 12/10/2000 11,000,000 11,922,900
TENNESSEE VALLEY AUTH 19925-A AAA 6.000 1/15/97 40,336,000 40,235,160
TIGER SER 1 AAA 0000 5/15/2000 13,678,000 10,250,977
TIGER SER 2 AAA 0000  5/15/2000 4,723,875 3,540,308
TIGER SER 8 AAA 0.000 5/15/2000 15,513,500 11,626,593
USTREAS BD CORPUS AAA 0000 11/15/2001 76,000,000 49,983,680
USTREAS BD STRIPPED PRIN PMT AAA 0.000 8/15/2005 43,000,000 22,631,330
USTREAS BD STRIPPED PRIN PMT AAA 0.000 5/15/2005 100,000,000 53,555,000
US TREAS NTSTRIPPED PRIN PMT AAA 0.000 5/15/200 21,000,000 14,794,710
USTREAS NTSTRIPPED PRIN PMT AAA 0.000 11/15/97 35,000,000 30,510,550
USTREAS NTSTRIPPED PRIN PMT AAA 0.000 2/15/98 33,500,000 28,768,125
USTREAS NTSTRIPPED PRIN PMT AAA 0.000 2/15/99 93,100,000 75301,142
US TREASSTRIP GENERIC TINT AAA 0.000 5/15/2003 39,900,000 24,577,602
USTREASSTRIP GENERIC TINT AAA 0.000 2/15/2005 38,000,000 20,721,400
USTREASSTRIP GENERIC TINT AAA 0.000 5/15/2006 28,100,000 14,022 462
USTREASURY BILLS AAA 0.000 9/28/95 100,000,000 98,268,611
USTREASURY BONDS AAA 12.000 8/15/2013 80,000,000 118,000,000
USTREASURY BONDS AAA 8750  5/15/2017 60,000,000 73,781,400
USTREASURY BONDS AAA 10.750 8/15/2005 172,600,000 229,180,006
USTREASURY BONDS AAA 7500 11/15/2024 324,735,000 359,290,051
USTREASURY BONDS AAA 8.875 8/15/2017 113,600,000 141,432,000
LISTREASURY BONDS AAA 9.250 2/15/2016 239,100,000 306,571,629
USTREASURY NOTES AAA 6375 B/15/2002 nH,500,000 69,313,095
USTREASURY NOTES AAA 5125 12/31/98 76,770,000 74,767,071
USTREASURY NOTES AAA 7.500 1/31/97 100,000,000 102,484,000
USTREASURY NOTES AAA 6500 5/15/97 50,850,000 51,430,199
USTREASURY NOTES AAA 6 500 4/30/99 241,525,000 245,676,815
USTREASURY NOTES AAA 7.250 11/30/96 100,000,000 101,891,000
TOTAL BONDS AND NOTES $2,650,170.026
AGENCIES:

FARM CR SYS FINL ASSIST CORP AAA 8800 6/10/2005 § 10,000,000 % 11,665,600
FARMERS HOME ADMIN CTF BEN INT AAA B750 11/26/2000 43,213 43,213
FARMERS HOME ADMIN CTF BEN INT AAA 8500  8/28/2000 92,380 92,380
FARMERS HOME ADMIN CTF BEN INT AAA 5.7 6/29/2001 112,377 105,991
FARMERS HOME ADMIN INSD NT AAA 5.750 6/30/99 15,580 14,951
FEDNATL MTG ASSN MTIN (0582 AAA 5.190 7/20/98 20,000,000 19,444,000
FED NATL MTG ASSN MTN (0641 AAA 5230 11/25/98 60,005,000 58,489,874
FEDERAL NATLMORTGAGE ASSN AAA 0.000 7/5/2014 148,500,000 38,656,035
FEDERAL NATL MTG ASSN DEB AAA 6400 1/13/2004 15,000,000 14,630,250
FEDERAL NATLMTG ASSN MTN AAA 6270 4/1/99 10,000,600 9,937,000
FEDERAL NATL MTG ASSN MTN AAA 5.200 7/10/98 30,000,000 29,214,000
FEDERAL NATL MTG ASSN MTN AAA 6.270 4/3/9% 22,700,000 22,786,714
FEDERAL NATL MTG ASSN MTN AAA 6 840 10/3/97 20,000,000 20,340.000
FHA & VA MORTGAGE LNS AAA 0.000 11/1/95 942 942
FHA & VA MORTGAGE LN& AAA 0.000 10/1/97 18,432 18,355
FHLMC GROUP #22-0010 AAA 8.750 8/1/2001 4,260,934 4,363,452
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FHLMCMLTICLS P/CSER 125CL-A AAA 8.750 3/15/2000  § 46,818,697 $ 46,818,697
FHLMCMULTICLASSMTG P/C 1141F AAA B.500 10/15/2020 40,000,000 41,352,000
FHLMC MULTICLASS MTG P/C1398F AAA 6.000 12/15/2005 15,890,000 15,138,827
FHLMC MULTICLASS MTG P/C 1409G AAA 6750  2/15/2008 10,000,000 9,971,900
FHLMC MULTICLASS MTG P/C 1414G AAA 6250  7/15/2006 10,000,000 9,722,000
FHLMC MULTICLASS MTG P/C 1415M AAA 6750  2/15/2006 20,000,000 19,935,800
FHLMC MULTICLASS MTG P/C1546H AAA 7.000 12/15/2022 10,000,000 9,739.285
FHLMC MULTICLASS MTG P/C 1564E AAA 6000  4/15/2005 27,662,500 27,212,708
FHLMC MULTICLASS MTG PC 1166PG AAA 8000  2/15/2020 14,500,000 14,772,020
FHLMC MULTICLASS MTG PC 1560PE AAA 6000 11/15/2016 30,000,000 29,420,400
FHLMC MULTICLASS MTG PC G-13PH AAA 6.000  3/25/2018 20,000,000 19,193,000
FNMA POOL #0109011 AAA 6.350 1/1/2004 17,753,077 19.448,140
FNMA POOL #0160159 AAA 7.516 7/1/99 10,000,000 10,059,600
FNMA POOL #0160160 AAA 7.778 7/1/2001 40,000,000 41,268,474
FNMA POOL #0268927 AAA 6.500 1/1/2024 1 1
FNMA GTD REMIC P/T CTF 89-81-E AAA 9.000  3/25/2019 21,000,000 22,103,130
FNMA GTD REMIC P/T CTF 90-69-Z AAA 9500  6/25/2020 33,384,197 35,821,243
FNMA GTD REMIC P/T CTF 91-116Z AAA 8.500  9/25/2021 8,385,171 8,338,550
FNMA GTD REMIC P/T CTF 92-186G AAA 6.000 1/25/2006 8,605,000 8,264 414
FNMA GTD REMIC P/T CTF 93-17-Z AAA 6.500 1/25/2016 16,563,009 16,038,624
FNMA GTD REMIC P/T CTF G-27H AAA 8.500 9/25/2020 30,377,500 31,627,145
FNMA GTD REMIC P/T CTF RT94M1B AAA 6.500  10/25/2003 47,477,000 46,664,194
FNMA GTD REMIC P/T CTF§8-8 Z AAA 9.500  4/25/2018 21,672,578 23,390,780
FNMA GTD REMIC P/T CTF91-141PX AAA B8.000 7/25/2018 19,926,327 20,343,385
FNMA GTD REMIC PT CTF 91-113ZG AAA 8.750 12/25/2004 7,754 486 8,205,254
FNMA GTD REMIC PT CTF 91-160ZB AAA 8.000 11/25/2020 29,444,127 29,762,960
FNMA GTD REMIC PT CTF 91-81 PL AAA 7000 1272572020 30,000,000 30,095,100
FNMA GTD REMIC PTCTF91-86 Z AAA 6.500 7/25/2021 17,921,697 16,695,136
FNMA GTD REMIC PT CTF 92-10 ZA AAA 8.000 9/25/2019 28,574,070 29,116,406
FNMA GTD REMIC PT CTF 92-171ZA AAA 7.350  2/25/2019 19,234,330 18,816,782
FNMA GTD REMIC PT CTF 92-193CA AAA 6.500 1/25/2006 10,000,000 9,816,500
GNMA POOL #0354677 AAA 7.500 10/15/2023 24,366 24 48R
GOVERNMENT TR CTFS CURRENT 1-C AAA 9.250 11/15/2001 50,000,000 55,076,000
GOVERNMENT TR CTFS CURRENT 2-E AAA 9 400 5/15/2002 20,000,000 22,119,600
INDONESIA REP PROM NT = 9.300 7/1/2020 25,000,000 25,000,000
NATIONAL ARCHIVES FAC TR CTF AAA 8500 9/1/2019 54,350,674 62,626,108
SMALL BUSINESS ADMIN GTD 86-A AAA 8750 9/1/96 6,405,715 6,541,068
SMALL BUSINESS ADMIN SER B7 A AAA 7.950 2/1/97 2,480,195 2,527,170
STUDENT LN MARKETING ASSN MTN AAA 8,520 12/13/99 25,000,000 25,297,500
TENNESSE VALLEY AUTH PWR BD C AAA 8250  9/15/2034 10,000,000 10,189,000
TENNESSEE VALLEY AUTH PWR 89-G AAA 8.625  11/15/2029 86,600,000 92,692,310
TENNESSEEVALLEY AUTHIWR BD E AAA 4,600 12/15/96 80,500,000 78,986,600
TOTAL AGENCIES $1,280,035.056
TOTALGOVERNMENTS $3,930.205,082
CORPORATES:

ALLSTATECORPNTS A2 5.875 6/15/98  § 22,000,000 § 21,668,460
ALLTELCORP DEB A2 9.500 3/1/2021 7,000,000 7,568,750
AMERICA SOUTHWEST FINL 37-C AAA 9.200 12/1/2006 3,119,296 3.162 841
AMERICAN GEN FIN CORPSR NT Al 6.875 1/15/2000 25,000,000 25,313,75
AMERICAN HOME PRODS CORPNT AZ 6.500 10/15/2002 35,000,000 34,944,000
AMERICAN HOME PRODS CORPNT A2 7900  2/15/2005 25,000,000 26,868,000
AMERITECH CAP FDG CORF AAZ 5.000 5/12/98 61,250,000 60,959,062
ANHEUSER BUSCH COSINC NT Al 6.900 10/1/2002 10,000,000 10,040,400
ARCHER DANIELSMIDLAND CO DEB AA2 B.B75 4/15/201 20,000,000 23,336,000
ARKLA INC SUB DEB BA2 B.900  12/15/2006 14,000,000 14,840,000
ASSOCIATES CORPNORTH AMER AA3 7.750 11/1/97 25,000,000 25,718,000
ASSOCIATES CORPNORTH AMERNT AA3 6.250 3/15/99 20,000,000 19,848,600
ASSOCIATES CORPNORTH AMERICA AAZ 6.625 11/15/97 16,755,000 16,835,089
AT & TCAP CORP MTN TR # 00341 AA3 7.030 §/12/2002 10,000,000 10,185,200

(Continued)

Treasurer’'s Report 55



TCRSPortfolio

Domestic Fixed Income Portfolio

Rating Coupon Maturity  Par Value Market Value
AT&TCAPCORPMTN AA3 7.240 7/29/2002 § B.500,000 § B757,635
BANC ONECRCARDMTR94-C A AAA 7.800 11/15/98 50,000,000 52,329,000
BEARSTEARNSMTN #TR 00314 A2 6550 2/10/97 50,000,000 50,000,000
BELLTELCOPA AAl 7.200 1/15/2023 15.000.000 15,263,400
BELLSOUTH TELECOM INC AAA 7625 5/15/2035 15,000,000 15,070,500
BELLSOUTH TELECOMMUNICATIONS AAA 6750  10/15/2033 35.000,000 31,839,150
BENEFICIAL CORP MTN TR # 00010 - 6.800 6/29/2005 10,000,000 10,000,000
BPNORTH AMER INCGTD NT Al 10.000 7/1/2018 13,000,000 14,677.260
BRANCH BKG & TR COWILSON MTN A2 4 840 B8/23/96 20,000.000 19,757,600
BRANCH BKG&TRUST COMTN Al 4750 5/15/96 17,575,000 17,361,288
BRITISH GAS FIN INCGTDNT AA2 8.750 3/15/98 10,000,000 10,609,700
CASE EQUIP LN TR 94-A CL A-2 AAA 4.650 8/15/99 19,611,375 19,377,333
CENTRAL [LLLTCO 1STMTG AA2 8 200 1/15/2022 15,000,000 15,863,550
CENTRAL ILL LT CO ISTMTG AA2 7.500 1/15/2007 10,000,000 10,655,500
CO-OPUTILTR CAJUN ELEC PWR AAA 9,520 3/15/2019 43,000,000 50,786,440
COMMERCIAL CRGROUPINC NT Al 6,875 5/1/2002 20,000,000 20,106,200
CONSOLIDATED EDISON CON Y INC Al 9.375 6/1/2026 5,000,000 5,438,900
CONSOLIDATEDNATGASCO DEB Al 8.625 12/1/2011 9,553,000 10,110,623
COOPERATIVE UTIL TR BIG ELEC AAA 9.500 2/15/2017 42,600,000 46,806,750
COOPERATIVEUTIL TR CAJNB88-A12 AAA 8920 3/15/2019 7,500,000 B,715,375
CSXCORPNT A3 8.400 8/1/96 11,000,000 11,238,150
DEAN WITTER DISCOVER & COMTN A2 5.700 10/6/97 30,000,000 24,096,600
DEAN WITTER DISCOVERMTN A2 6.220 10/6/97 20,000,000 15,853,200
DEERE JOHN CAPMTN # TR 00128 A2 7 520 3/6/2000 15,000,000 15,534 450
DEERE JOHN CAP MTN TR # 00134 A2 6 250 6/12/2000 10,000,000 9,881,200
DELMARVA PWR & LTCOSHELFa A2 7710 6/1/2025 20,000,000 20.221.800
DUKE PWR CO 1ST & REF AAZ 8.750 3/1/2021 28,000,000 29.177 400
FARMERSGROUP INCNT A2 B.250 7/15/96 21,000,000 21,409,920
FORD CR 1993-A GRANTOR TR A/B - 4 850 1/15/98 5,033,083 5,031,787
FORD HLDGS INC DEB Al 9250 3/1/2000 40,000,000 43,938,000
FORDMTRCOP/TCTFSER93 A6 AAA 5930 1/1/2000 30,016,000 29,345,743
FORDMTRCRCONT Al 8.000 6/15/2002 48,500,000 51,457,045
FORD MTR CR MTN #TR 00320 Al 6430 10/21/97 25,000,000 24,912,500
FORD MTR CR MTN TR 00251 A2 7 400 7/7/99 12,000,000 12,359,160
GENERAL ELEC CAPCORPMTN AAA 6.875 4/15/2000 30,000,000 30,002,700
GENERAL ELECCAPCORPMTN AAA 8.875 5/15/2009 21,500,000 25,351,080
GENERAL ELEC CAP MTN #TR0O00516 - 5000 8/22/96 50,000,000 30,177,500
GENERAL ELECCAPREMKTD AAA 8.650 5/1/2018 10,000,000 10,190,800
GENERAL ELEC CQO UNSECDNTS AAA 7.875 9/15/98 65,000,000 67,711,150
GENERAL MRTS ACCEPCORPNT A3 8.750 2/1/96 25,000,000 25,327,750
GENERALMTRS ACCEPCORPMTN A3 8375 1/30/98 58,000,000 6(),528,220
GENERAL MTRS ACCEPCORP MTN BAA1 7.850 11/17/97 14,000,000 14,432,740
GENERAL MTRS ACCEPCORPNT Al 7 500 10/15/95 15,525,000 15,573,593
GENERAL MTRS ACCEPCORPNT A3 7.000 B/15/97 29,800,000 30,080,120
GENERAL MTRS ACCEP MTN # 00263 BAA1 B.250 1/20/98 24,000,000 24,996,720
GENERALMTRSCORPNT A3 7625 2/15/97 15,162,000 15,441,890
GENERAL TELCON WESTMTG-BB A2 B.750 4/15/2016 2,957,000 3,078,503
GENERALS MLS INC MTN # TRO0039 Al 9.050 12/15/2000 14,125,000 15,762,370
GEORGIA PWR COISTMTG Al 6.000 3/1/2000 19,000,000 18,673,010
CEORGIA PWR CO1STMTG Al 7.700 5/1/2025 20,000,000 20,371,400
GMAC92-FGRANTORTR ABSCL A AAA 4.500 9/15/97 13,413,344 13,291,283
CMAC 94-A GRANTORTRCTFCL A AAA b 300 n/15/94 30,015,387 30,098,529
GTECORPDEB BAA1 10.250 11/1/2020 20,000,000 23,368,000
GTEFINCORPMTN - 9 680 2/18/99 10,000,000 10,961,600
GTE FLA INC DEB A2 6310 12/15/2002 15,000,000 14,680,050
GTENORTH INC DEB Al 9190 1/1/2022 25,385,000 27,726,259
GTENORTH INC DEBSER A Al 6.000 1/15/2004 15,000,000 14,317,050
GULF PERU CO 15T MTG Al 5550 4/1/98 11,400,000 11,164,818
HALLIBURTON CODEB A2 8.750 2/15/2021 8,000,000 9,217,040
IBMCRRECEIVABLES93-1CL A AAA 4 550 11/15/2000 19,710473 19,439,770
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ILLINOIS BELL TEL CO1STSER K AAA 7.625 4/1/20060 § 17,500,000 $ 17,786,825
ILLINQIS BELL TEL CO DEB AAl 7.250 3/15/2024 37,500,000 36,562,500
INGERSOLL RAND CO BD A2 6.480 6/1/2025 13,250,000 15,052,512
INGERSOLL RAND CO DEB A2 7.200 6/1/2025 10,000,000 9,775,000
INTERNATIONAL LEASE FIN CORP A2 5625 3/1/98 25,000,000 24,506,000
KENTUCKY UTILSCO - 7.550 6/1/2025 15,000,000 15,000,000
KENTUCKY UTILS CO ISTMTG AAD 5.950 6/15/2000 10,000,000 9,829,000
KFW INTL FIN INC AAA 8000 2/15/2010 30,000,000 33,017.400
MCA FDG CORP MTN - 5.150 10/5/98 20,000,000 19,276,000
MCA FDG CORP MTN - 4.480 8/13/96 28,000,000 27.534,640
MERCANTILE BK MTN - 5.938 11/18/9¢6 40,000,000 39,990,452
MERRILL LYNCH & COINC NT Al 6.375 9/8/2006 10,000,000 9,354,600
MERRILL LYNCH MTN #TR 00149 Al 6.500 4/15/98 25,000,000 24,957,500
MICHIGAN BELL TEL CO DEB AAl 7.500 2/15/2023 15,200,000 15,302,600
NATIONSBANK CORP MTN #00025 A2 5.936 11/18/97 60,000,000 59,757,000
NATIONSBANK CORPSNRNT A2 4.750 B/15/96 30,000,000 29,533,500
NORTHERN GAS CO ISTMTG AAl 9.000 7/1/2019 9,000,000 9,270,000
NORTHERN STS PWR CO MINN 18T Al 9.125 7/1/2019 9,800,000 10,435,628
NORWEST CORP MTN # TR 00187 AA3 6.390 1/26/98 25,000,000 24,893,000
NORWEST CORP MTN # TR 00190 AA3Z 7.750 3/1/2002 20,000,000 21,256,200
NORWEST FINL INC SHELF 47 AA3 6.750 6/1/2005 20,000,000 20,088,600
OHIO BELL TELL CO SR UNSECD AAA 7850 12/15/2022 35,000,000 37,073,750
QLYMPIC AUTOMOBILE 95-C CL A-2 AAA 6.200 1/15/2002 20,000,000 19,933,400
PACIFIC BELL DEB AA3 7.750 8/15/2032 15,000,000 15,087,600
PACIFIC BELL DEB AA3 7.500 2/1/2033 16,000,000 15,503,200
PENNEY JC INC MTN #TR 00001 Al 7.050 5/23/2005 10,000,000 10,171,300
PENNSYLVANIAPWR & LT CO A2 9.250 10/1/2019 21,800,000 23,494,078
POTOMAC CAPINVCOMED TERMNT - 9,800 1/20/98 10,000,000 10,695,400
POTOMAC CAPINVT CORPMTN - 9 870 7/30/98 10,000,000 10,826,100
POTOMAC CAPINVTCORP MTN - 9.690 B/11/97 10,000,000 10,573,800
PREMIER AUTO TR 1993-3CL A AAMN 4.900 12/15/98 27,684,272 27.346,801
PREMIER AUTO TR 1993-6 CL A-2 AAA 4.650 11/2/99 6,750,518 6,616,587
PREMIER AUTO TR 1995-3CL A-3 AAA 5.930 12/6/98 20,000,000 19,906,200
PREMIER AUTOTR93-5CL A-2 AAA 4.220 3/2/99 11,769,379 11,304 568
PREMIER AUTO TR ABS93-2CL A3 AAA 4.900 10/15/98 7,602,868 7,503,042
PROCTER & GAMBLE ESOP DEBSR-A AA2 9.360 1/1/2021 37,000,000 45,086,350
PSEG CAPCORPMTN - 9.300 11/13/95 20,000,000 20,221,400
RURAL ELEC COOP GRANTOR 87 A3 AAA 9.200 9/30/2001 20,000,000 20,625,600
SEARSCR ACCTTR91-BCL 1 AAA 8.600 5/15/98 20,000,000 20,400,000
SOUTH CENTRAL BELL TEL CO DEB AAA 7.375 8/1/2012 25,500,000 25,173,345
SOUTHERN BELLTEL & TEL CO DEB AAA 8 A25 9/1/2026 14,000,000 14,578,620
SOUTHERN BELL TEL & TELEG CO AAA 8.750 11/1/2024 10,000,000 10,405,200
SOUTHERN BELL TEL & TELEG CO AAA 7.375 7/15/2010 27.500,000 27,666,925
SOUTHERN CALIF EDISON CO 15T A2 B.B75 6/1/2024 10,000,000 10,439,900
SOUTHERN CALIF EDISON SER 86 K A2 8375 12/1/2017 10,000,000 10,158,900
SOUTHERN CALIFGASCO ISTMTG A2 7.500 6/15/2023 10,000,000 10,044,500
SOUTHERN CALIF GASCO 1STMTG A2 6.875 11/1/72025 10,000,000 9,241,500
SOUTHWESTERN BELLTELCO Al 8.250 4/1/2017 10,000,000 10,150,500
SOUTHWESTERN BELLTEL CO DEB Al 7.625 3/1/2023 32,000,000 32,220,160
SOUTHWESTERNBELLTELCO DEB Al 7 000 7/1/2015 21,500,000 21,003,565
STANDARD CRCARD9%-2CTFCL A AAA 7.250 4/7/2008 20,000,000 20,537,400
STANDARD CRCARDMSTTRO14 A AAA 8.000 8/7/96 10,000,000 10,189,921
STANDARD CRCARD MT 1994-1 CLA AAA 4.650 3/7/99 20,000,000 19,555 842
STANDARDCR CARDSER95-2CL A AAA 8625 1/7/2002 25,000,000 26,081,393
STANDARD OIL CO DEB Al 6,300 77172001 10,000,000 9,902,700
STANDARDOILCOGTD DEB Al 9.000 6/1/2019 15,000,000 16,303,350
TECO FIN INC MTN - 6.450 11/5/97 20,000,000 20,157,800
THE TRAVELERSGROUP INC A2 7.625 1/15/97 18,270,000 18,532,723
USWEST COMMUNICATIONS DEB AA3 8875 6/1/2031 55,720,000 61,255,225
USAA CAFCORPMTN # TR 00014 - 6300 2/13/98 25,000,000 25,000,000
(Continued)
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USAA CAP CORPMTN 144A AAA 6.090 9/29/97 $ 25,000,000 § 20,168,500
WASHINGTON GAS LT CO 1ST MTG AA2 8.750 7/1/2019 15,000,000 16,080,7
WEYERHAUSER CO DEB A2 7.500 3/1/2013 30,000,000 30,454 500
WISCONSIN ELEC PWR 1STMTG AA2 7700 12/15/2027 15,000,000 15,574,950
WISCONSIN ELEC PWR CO 15T MTG AA2 8375  12/1/2026 27,500,000 29,452,225
ZIONS AUTO TR AB NT SER93-1A2 AAA 4650 6/15/99 3,365,312 3.331,659
SUBTOTALCORPORATES $2,980,795.442
CONVERTIBLECORPORATES:

3COM CORPSR NTCONV 144A Bl 10.250 11/1/2000 & 3,000000 5 3,847,500
AIRBORNE FGHT CORP SUB CONV BA1 6.750  8/15/2001 3,000,000 2,917,500
ALTERA CORPSUB NT 144A B2 5750  6/15/2002 3,500,000 3,710,000
AMR CORP DEL SUB CONV BA2 6.125 11/1/2024 7,500,000 7,800,000
BANK NEW YORK INC SUB DEB CONV Ad 7.500 8/15/2001 2,000,000 4,145,000
BOSTON CHICKEN CONV BD B2 0.000 6/1/2015 15,000,000 3,356,250
COMCAST CORP SUB NT CONV STEP B1 3375 9/9/2005 5.000,000 4,725,000
COOQPER INDS INC SUB DEB CONV A3 7.050 1/1/2015 4,500,000 4,635,000
CYPRESSSEMICONDUCTORCORFSUB B2 3150 3/15/2001 2,500,000 3,725,000
EQUITABLE COSINC SUB DEB CONV BAA1 6.125 12/15/2024 5,000,000 5,275,000
FEDERATED DEPTSTORES INC DEL BAl 5.000 2/15/2004 8,000,000 8,100,000
FIRST FINL MGMT CORP SR DEB BAA2 5.000 12/15/99 4,500,000 5,940,000
FISHER SCIENTIFIC INTLINCSUB BAZ 4750 3/1/2003 2,500,000 2,665,625
GENCORP INC SUB DEB CNV BA3 8.000 8/1/2002 3,000,000 2,910,000
GENERAL INSTR CORP NEW JR CNV Bl 5000  6/15/2000 2,500,000 4,134,375
INTEGRATED HEALTH SVCS INC SR NR 5.750 1/1/2001 1,500,000 1,710,000
LDDS COMMUNICATIONS INC CONV B BA2 5.000 8/15/2003 4,000,000 3,800,000
MAGNETEK INC SUBNTCONV B2 8.000 9/15/2001 5,000,000 4,925,000
MOTOROLA INC SUB LIQUID YIELD Al 0.000  9/27/2013 6,000,000 4,830,000
PEP BOYS MANNY MOE + JACK BAAS3 4.000 9/1/99 2,500,000 2,340,625
PROFFITTS INC SUB DER CONV B2 4.750 11/1/2003 3,500,000 3,071,250
SEAGATE TECHNOLOGY CNV DEB Bl 6.750 5/1/2012 1,500,000 1,552,500
SPORTS & REC INC SUB NT CONV B2 4250 11/1/2000 3,500,000 2,616,250
TIME WARNER INC SUB DEB CONV BA3 B.750 1/10/2015 18,000,000 18,742,500
TRINOVA CORP CNV SUB DEB BAA3 6000 10/15/2002 3,500,000 3,281,250
UNIFIINC CONV BAA1 6.000 3/15/2002 2,500,000 2,462,500
UNITED STATESCELLULAR CORP BA3 0.000  6/15/2015 7,500,000 2,325,000
USX-MARATHON GROUPSUB DEBCNV NR 7000 6/15/2017 3,500,000 3,220,000
WABAN INC SUB DEB CONV BA3 6.500 7/1/2002 4,000,000 3,640,000
WMX TECHNOLOGIES SUB NT CONV A2 2.000 1/24/2005 4,500.000 3,768,750

SUBTOTALCONVERTIBLECORPORATES

$ 130,171,875

TOTALCORPORATES

$3,110,967,317

TOTAL DOMESTIC FIXED INCOME PORTFOLIO

$7,041,172,399
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GOVERNMENTS:
DUTCH (GOVT OF) BDS NTFL 1000 AAA 8.250 9/15/2007 & 20,000,000 $ 13,939,981
DUTCH GOVT BDS NTFL1000 AAA 8.250 6/15/2002 24,000,000 15,782,188
EUROPEAN INVESTMENT BANK AAA 6.250 7/28/99 50,000,000 10,003,813
EUROPEAN INVESTMENT BANK AAA 9.875 2/9/2000 100,000.000 22,635,815
EUROPEAN INVESTMENT BANK AAA 8.800 4/13/2000 50,000,000 10,940,479
EUROPEAN INVESTMENT BANK AAA 8750 B/25/2017 10,000,000 15,597,251
EUROPEAN INVESTMENT BANK BDS NR 6.750 5/10/2001 1,800,000,000 26,201,994
EUROPEAN INVESTMENT BK BDS NR 4250 7/16/98 800,000,000 10,212,967
FRANCE(GOVTOF) AAA 6.000 10/25/2025 100,000,000 15,633,084
FRANCE(GOVT OF) OATBDS AAA 0.000 4/25/2011 100,000,000 5,862.407
FRANCE(GOVT OF) OAT BDS AAA 0.000 4/25/2010 100,000,000 6,433,393
FRANCE(GOVTOF)BDSSER 3 AAA 8.500 11/25/2002 100,000,000 21,839,732
GERMANY(FEDERALREFPUBLIC) AAA 7.750 10/1/2004 25,000,000 18,675,200
HYDRO QUEBEC DEB SER IF A2 8.000 2/1/2013 22,650,000 23,594,278
INTER-AMERICAN DEV BANKNTS NR 6.750 2/20/2001  1,550,000,000 22,425,668
INTER-AMERICAN DEV BK BD Y-VAR AAA 6.000 10/30/2001 2,000,000,000 28,287,417
INTERNATIONALBANK FOR REC&DEV AAA 11.500 11/9/2003 15,000,000 27,794,861
INTERNATIONAL BANK OFREC&DEV NR 4.500 6/20/2000 5,000,000,000 65,814,407
INTERNATIONAL BK FOR REC & DEV AAA 9.320 10/29/2003 10,000,000 11,609,000
INTL BK FOR RECON & DEV COLTS AAA 9.570 11/1/2018 10,000,000 12,471,000
INTL BK RECON & DEVWASHDC AAA 8.875 3/1/2026 12,000,000 14,575,080
INTL BK RECON & DEV WASH DC AAA 8.625 10/15/2016 58,000,000 67,484,160
MANITOBA PROV CDA DEB Al 7.750 2/1/2002 30,000,000 31,908,600
ONTARIOHYDRO AA2 8.625 2/6/2002 25,000,000 18,686,615
ONTARIO PROV CDA BD AA3 7.375 1/27/2003 30,000,000 31,101,300
QUEBEC PROV CDA BD A2 9.375 1/16/2023 45,000,000 33,634,269
QUEBEC PROV CDA DEB Al 8.625 12/1/2026 20,000,000 21,985,800
QUEBEC PROV CDA MTN Al 8.400 3/29/96 26,400,000 26,823,984
QUEENSLAND TREASCORPNTS-LON AAZ 8.000 5/14/2003 12,000,000 7,953,293
SNCF BDS AAA 6.750 9/16/2013 50,000,000 8,879,155
TRUEHANDANSTALTBDS AAA 6.875 6/11/2003 30,000,000 21,501,247
VICTORIAN FINANCE AUTHORITY AA2 12.500 7/15/2000 7.000,000 5,711,488
WESTERN AUSTRALIA TREASCORP AA2 8.000 7/15/2003 10,000,000 6,588,013
NON-BASE CURRENCY = ~ - (13,275,000) (159,888)
TOTAL GOVERNMENTS $ 683,428,051
CORPORATES:
AMCOR LIMITED UNDATED SUB NTS - 6.500 OPEN § 650,000 § 4,619,875
AMOCO CDA PETE CO GTD DEB AAl 6.750 9/1/2023 25.000,000 23,257,000
AMOCO CDA PETE CONT AAl 6.750 2/15/2005 12,000,000 12,011,160
BAYERISCHELADESBKGIROZENTRAL AAA 8.500 2/26/2003 5,000,000 7.743,991
BRITISH TELECOM FIN INC GTD NT AAA 9.375 2/15/99 15,000,000 16,459,950
CSHLDG FIN BV CONV BDS NR 4875 11/19/2002 5,000,000 7,171,850
FORD CAPBVGIDNT Al 9875 5/15/2002 30,000,000 34,877,100
GRAND MET PUB LTD NT CONV 144A A2 6.500 1/31/2000 4,000,000 4,260,000
HYDROQUEBEC MTN - 9.640 12/29/97 12,000,000 12,853,440
IMPERIAL OIL LTD DEB AA2 8.750 10/15/2019 23,500,000 25,729,445
JAPAN DEVELOPMENT BANK BDS AAA 5.000 10/1/99 1,600,000,000 21,261,283
JAPAN DEVELOPMENT BK BD AAA 6.500 9/20/2001 2,600,000,000 37,655,596
KFW INTERNATIONAL FINANCEINC - 7.750 10/6/2004 30,000.000 22,431,934
KFW INTL FINANCE INC AAA 7.500 1/24/2000 30,000,000 22,648,877
LKB BADENWURTTEMBERG FINANCE NR 6.500 9/15/2008 95,000,000 63,546,299
LKBBADEN-WURTTEMBURG FINNV = 6.750 6/22 /2005 50,000,000 35,014,644
MICHELIN (CIE GLE DES ESTABL.) - 2.500 1/1/2001 1,699,830 350,390
NEW SOUTH WALES TREAS CORT BDS NR 6.500 5/1/2006 14,000,000 796,569
PIONEER CONCRETEGTD CONV BD - 9500 6/21/98 4,000.000 2,967,381
ROCHE HLDGS INC LIQ YD 144A NR 0.000 4/20/2010 12,000,000 4,770,000
NON-BASECURRENCY 5 - « 29 R
TOTALCORPORATES $ 367,596,792

TOTAL INTERNATIONAL FIXED INCOME PORTFOLIO

$ 1.051,024,843

GRAND TOTAL FIXED INCOME PORTFOLIO

$ 8,092,197242
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ABBOTTLABS 445,000 % 16,615,759 % 20,047,500
ADAPTEC INC 42,000 953,309 1,554,000
ADOBESYS INC 75,000 4,075,189 4,350,000
ADVANCED MICRO DEVICES INC 125,000 4,295,905 4,562,500
AFLAC INC COM 65,000 2,247,609 2,843,750
AHMANSON HF & COCNV PFD 50,000 2,571,150 2,556,250
AIR PRODS & CHEMS INC 65,000 3,431,540 3,623,750
AIRTOUCH COMMUNICATIONS INC 452,000 8,984,341 12,882,000
AKSTL HLDG CORP PFD CONV STK 50,000 1,537,500 1,437,500
ALBERTSONSINC 240,000 7.094,663 7,110,000
ALCOSTD CORP 158,200 7.356,109 12,636,225
ALLEGHENY LUDLUMCORP 100,000 2,074,958 1,975,000
ALLEGHENY PWRSYS INC 150,000 3,227,137 3,525,000
ALLIEDSICNAL INC 611,000 20,843,638 27,189,500
ALLSTATECORP 100,000 2,895,600 2,962,500
ALLTELCORP 150,000 4,279,204 3,806,250
ALUMINUMCO AMER 450,000 16,193,954 22,556,250
AMERADA HESSCORP 425,000 21,033,063 20,771,875
AMERICANBRANDSINC 125,000 4,345,414 4,968,750
AMERICAN ELEC PWR INC 275,000 9,818,823 9,659,375
AMERICAN EXPRESSCO 443,000 14,718,636 15,615,750
AMERICANEXPRESSCO 150,000 5,512,500 7,275,000
AMERICAN FED BK FSB GREENVILLE 50,000 437,500 687,500
AMERICAN GEN CORP 414,000 12,458,892 13,972,500
AMERICAN HOME PRODS CORP 100,000 7,501,278 7,737,500
AMERICAN INTL GROUP INC 225.000 22,128,779 25,650,000
AMERICAN MCMTSYS INC 150,000 2,725,404 3,768,750
AMERICANONCOLOGY RESOURCES 15,000 315,000 416,250
AMERICAN STORES CONEW 59,000 1,591,569 1,659,375
AMERITECH CORP NEW 1,080,000 38,316,726 47,520,000
AMGEN INC 522,000 25,944,635 41,988,636
AMOCO CORP 650,000 33,751,496 43,306,250
AMPHENOLCORPCLA 116,000 2427421 3.378 500
AMR CORPDEL 65,000 3,889,675 4,850,625
ANDREW CORP 50,000 1,457,730 2,893,750
ANHEUSER BUSCH COSINC 150,000 7453,140 B.531.250
APACHECORP 100,000 2,882,951 2,737,500
APPLE COMPUTER INC 100,000 3,302,891 4,643,800
APPLIEDMATLSINC 96,000 4,919,063 8,316,000
ARCHER DANIELSMIDLAND CQ 1,123,750 19,410,102 20,929 844
ARMSTRONG WORLDINDS INC 60,000 2,770,289 3,007,500
ASHLAND INC 306,000 10,370,110 10,748,250
ASHLAND INC PFD CONV 65,000 3,959,304 3,745,625
AT & TCORP 715,000 33.960.719 37,895,000
ATLANTIC RICHFIELDCO 440,000 43,136,238 48,290,000
ATLANTIC RICHFIELD CONTS 175,000 4,345,250 4,550,000
ATLANTICSOUTHEAST AIRLSINC 130,000 2,819,085 3,916,250
ATMELCORP 178,000 5,793,870 9,856,750
AUTOMATIC DATAPROCESSING INC 211,000 5,770,851 13,266,625
AVERY DENNISON CORP 125,000 4,646,415 5,000.000
BALLCORP 85,500 2,663,042 2,981.813
BANK NEW YORK INC 235,000 7,811,780 9 488,125
BANK OF BOSTON CORP 252,000 6,815,755 9.450,000
BANKAMERICA CORP 535,000 25,849,574 28,154,375
BARNES & NOBLE INC 125.000 3,644,662 4,250,000
BAXTER INTL INC 195,000 6,603,873 7,093,125
BAY NETWORKS INC 250,000 5.713.791 10,343,750
BAYBANKSINC 60,000 3,431,762 4,755,000
BECTON DICKINSON & CO 85,000 4,362,166 4,951,250
BELL & HOWELL HLDGS CO 100,000 1,550,000 2,025,000
BELLATLANTIC CORP 557,000 29,550,280 31,192.000
(Continued)
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BELLSOUTHCORP 470,000 S 26,934 K28 $ 29,845,000
BELO A HCORP SER A 164,000 4,852,499 5,022,500
BERKSHIREHATHAWAY INC 180 2,477,300 4,221,000
BIG BINC 75,000 1,050,000 1,059,375
BIOGEN INC 50,000 2,322,500 2,225,000
BIOMET INC 275,000 3,002,950 4,262,500
BLACK & DECKER CORP? 280,000 7,290,951 8.645.000
BMCSOFTWAREINC 100,000 6,110,000 7,725,000
BOEING CO 440,000 18,558,637 27,555,000
BOISE CASCADE CORP 100,000 2,992,586 4,050,000
BOSTON SCIENTIFIC CORP 50,000 1,623,925 1,593,750
BOWATER INC 50,000 1,990,285 2,243,750
BRIGGS & STRATTON CORP 58,600 2,015,726 2,021,700
BRISTOLMYERSSQUIBB 595,000 35,022,585 40,534,375
BROOKLYN UN GASCO 50,000 1,292,029 1,312,500
BROWNING FERRIS INDS [INC 655,000 19,500,370 23,580,000
BRUNSWICKCORI 65,000 1,272 245 1,105,000
BURLINGTON NORTHN INC 100.000 5,984 995 6,337,500
CABOTCORP 90,000 2,764,302 4,747 500
CADENCE DESIGN SYSINC 63,000 2,064 454 2,039,625
CAIRN ENERGY USA INC 100,000 1,013,750 1,100,000
CAMPBELLSOUF CO 298,000 13,395,632 14,602,000
CAPITAL CTTIES ABC INC 419,000 25,857,143 45,252,000
CAROLINAPWR & LT CO 100,000 2,904,979 3,025,000
CASECORP 125,000 3,225,432 3,718,750
CASE CORP PFD CONV 35,000 2.148,854 2,148,854
CATERPILLARINC 352,000 13,616,355 22,616,000
CBSINC 50,000 3,123,305 3.350,000
CENTRAL & SOUTH WEST CORP 300,000 7,552,540 7.875,000
CENTURY TEL ENTERPRISES INC 300,000 9,410,790 8,512,500
CERIDIAN CORP 35,000 1,750,000 2,922 500
CHAMPION INTL CORP 185,000 6,789 442 9,643,125
CHASEMANHATTANCORP 100,000 4,175,439 4,700,000
CHEMICAL BKG CORFP 478,000 18,026,738 22,585,500
CHERRY CORP 110,000 1,420,897 1,457 500
CHESAPEAKECORP 100,000 3,336,023 3,112,500
CHEVRONCORTD 425,000 17,029,382 19,709,375
CHIQUITA BRANDSINTL INC 200,000 2,989,524 2,800,000
CHRYSLERCORP 35,000 2,485 483 4,655,000
CHUBBCORP 55,000 4,522 446 4,406,875
CIDCOINC 110,000 2,255,816 3,451,250
CIGNA CORP 40,000 3,002,240 3,105,000
CIPSCO INC 60,000 1,664,799 1,792,500
CIRCLEK CORP 100,000 1,586,625 1,687 500
CIRCUITCITY STORES INC 83,000 2,148,972 2,624 875
CISCOSYSINC 280,000 10,971,961 14,157,640
CITICORP 645,000 26,558,204 37.329.375
CLEVELANDCLIFFSINC 100,000 3,889,794 3,850,000
CMS ENERGY CORP 191,500 4,298,362 4,691,750
COCA COLACO 1.085,000 50,937 594 69,168,750
COLGATE PALMOLIVECO 195,000 13.178 409 14,259,375
COLUMBIA/HCAHEALTHCARECQORDP 295,000 10,126,288 12,758.750
COMCASTCORP 25,000 425,875 454,700
COMCASTCORP 100,000 1,543,630 1,856,300
COMPAQ COMPUTERCORP 135.000 4,331 410 6,108,750
COMPUTERSCIENCESCORP 217,000 7,133,260 12,341,875
CONAGRAINC 335,000 10,241,558 11,683,125
CONCENTRACORP 120,000 1.401,60% 1,170,000
CONRAILINC 70,000 3,830,010 3,893,750
CONSOLIDATEDFREIGHTWAYSINC 150,000 3,857,344 3,300,000
(Confinned)
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COOPER TIRE & RUBR CO 250,000 $ 6,741.400 $ 6,093,750
CORDISCORP 75,000 4,442,470 5,006,250
CORESTATESFINLCORP 75,000 2,349,655 2,596,875
CORNING INC 270,000 8,355,113 8,842,500
CPCINTL INC 175,000 9,066,553 10,806,250
CRACKER BARRELOLDCTRY STORE 150,000 3,567 B15 3,093,750
CROMPTON & KNOWLES CORP 220,000 3,555,849 3,107,500
CROWN CORK & SEAL INC 65,000 2,368,800 3,258,125
CSXCORP 110,000 8,317 417 8,263,750
CYPRESSSEMICONDUCTOR CORP 75,000 2,256,751 3,037,500
CYPRUS AMAXMINERALSCO 145,000 4,039,014 4,132,500
CYPRUS AMAX MINERALS CO PFD 100,000 6,010,624 6,075,000
DANA CORP 60,000 1,321,152 1,717,500
DEAN WITTER DISCOVER & CO 106,000 4,271,221 4,982,000
DEERE & CO 131,000 10,432,753 11,216,875
DELLCOMPUTER CORP 75,000 3,997,499 4,509.375
DELTA AIR LINES INC 75,000 3,838,804 5,531,250
DIAMOND SHAMROCK INC 310,500 8,303,515 7,995,375
DIGITAL EQUIP CORP 100,000 4,678,200 4,075.000
DISNEY WALTCO 405,000 21,367,024 22.477,500
DOMINION RESINC VA 125,000 5,512,293 4,562,500
DONNELLEY R R & SONS CO 225,000 7,047 772 8,100,000
DOVER CORP 30,000 1,992,002 2,182 500
DOW CHEM CO 300,000 19,836,433 21,562,500
DQEINC 60,000 1,194,120 1,410,000
DRESSER INDS INC 200,000 4,425218 4,450,000
DSC COMMUNICATIONSCORP 115,000 3,836,801 5,347,500
DU PONTE | DENEMOURS & CO 460,000 25,991,821 31,625,000
DUKE PWRCO 180.000 7.344,196 7.470,000
EASTMAN CHEMCO 140,000 7,856,536 8,330,000
EASTMAN KODAK CO 200,000 12,027,092 12,125,000
EATONCORP 175,000 8,672,325 10,171,875
ECHLIN INC 39,000 1,195,385 1,355,250
ECKERDCORP DEL 230,000 6,317,013 7,360,000
EDWARDS A GINC 325,000 6,736,405 7.312.500
ELECTRO SCIENTIFIC INDS INC 160,000 3,020,582 5,320,000
EMC CORP MASS 75,000 1,650,292 1,818,750
EMERSON ELEC CO 388,000 16,033,557 27,742,000
ENRON CORP 130,000 4,603,535 4,566,250
ENRON OIL & GAS CO 175,000 3,686,540 3,806,250
EQKREALTY 1,250,000 5,781,250 2,031,250
EQUIFAX INC 226,000 6,098,219 7.514,500
EXXONCORDP 840,000 54,426,268 59,325,000
FEDERAL EXPRESSCORP 50,000 3,528,150 3,037,500
FEDERAL HOMELN MTG CORFP 100,000 4,119,862 6,875,000
FEDERALNATLMTG ASSN 95,000 8,734,085 8,977,500
FEDERATED DEPTSTORESINC 250,000 5,334,912 6,437,500
FHP INTL CORP PFD CONV 140,000 3,299,326 3,325,000
FIRST BK SYS INC 60,000 2,028,210 2,460,000
FIRSTCHICAGO CORDP 70,000 3,596,950 4 060,000
FIRSTDATA CORP 61,300 3,058,580 3,486,438
FIRSTINTST BANCORP 142,000 11,039,424 11,395,500
FIRST PALM BEACH BANCORPINC 100,000 1,541,135 2,237,500
FLEETWOOD ENTERPRISES INC 55.000 1,259,045 1,086,250
FLUORCORDP 140,000 7,234,653 7 .280.000
FMC CORP 75,000 4,495,725 5,043,750
FORDMTR CO DEL 579,000 14,274,542 17225250
FORDMTRCO 50,000 3,828,688 4,856,250
FOSTERWHEELER CORP 50.000 1,319,802 1,762.500
FPLGROUP INC 635,000 22 485,777 24 526,875
FREEPORT MCMORAN INC 202,000 3,619,463 3,560,250
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FREEPORT-MCMORAN COPPER & GOLD 412 b 8,626 5 8,498
FREEPORT-MCMORAN COPPER & GOLD 110,000 2,716,814 2,378,750
FRIEDMANSINC 100,000 1,900,000 1,900,000
FRUIT OF THE LOOM INC 113,000 2962312 2,387,125
GANNETT INC 170,000 5,848,722 9,222,500
GENERALELEC CO 755,000 30,512,091 42,563,125
GENERALMLSINC 260,000 12,736,239 13,357,500
GENERALMTRSCORP 600,000 26,842 648 28,125,000
GENERALMTRSCORP 384,000 15,039,702 16,704,000
GENERALMTRSCORF 110,000 4,199,402 4,345,000
GENERALMTRSCORP 90,000 5,165,894 5,670,000
GENERALPUB UTILS CORP 275,000 7,457,082 8,181,250
GENERALSIGNALCORP 75,000 2,733,981 2,981,250
GENESCOINC 350,000 1,793,159 1,093,750
GENUINEPARTSCO 175,000 6,471,015 6,628,125
GENZYMECORP 200,000 7,077,829 8,000,000
GEORGIA PAC CORP 140,000 10,439,794 12,110,000
GIANT FOOD INC 100,000 2,664,745 2,837,500
GILLETTECO 752,000 20,249 457 33,464,000
GOLDEN WEST FINL CORP 125,000 5,453,271 5,890,625
GOODRICHBFCO 50,000 2,230,075 2,681,250
GOODYEAR TIRE & RUBR CO 301,000 11,439,441 12,378,625
GRACEWR & CO 100,000 3,420,871 6,137,500
GREATFINLCORP 330,000 4,796,220 6,270,000
GREAT WESTIN FINL CORP 100,000 2,038,800 2,062,500
GREEN TREE FINANCIAL CORF 44 200 1,332,335 1,961.375
GREENBRIER COSINC 30,000 421,312 393,750
GTECORP 890,000 28,778,434 30,371,250
HALLIBURTONCO 550,000 18,336,181 19,662,500
HARLEY DAVIDSON INC 40,000 1,053,465 970,000
HARMONIC LIGHTWAVESINC 50,000 675,000 837,500
HARNISCHFEGER INDS INC 175,000 4,976,360 6,059,375
HEALTH MGMT ASSOC INC 180,000 3,037,353 5,265,000
HEINZH | CO 250,000 9,410,195 11,093,750
HERCULESINC 66,000 2,321,377 3,217,500
HERITAGEMEDIA CORP 150,000 3,819,663 4,331,250
HEWLETTPACKARDCO 360,000 18,707,038 26,820,000
HIBERNIA CORD 100,000 823,250 A87 500
HILTON HOTELS CORP 100,000 7,144,665 7,025,000
HOME DEPOT INC 360,000 15,581,745 14,670,000
HOMESTAKE MNG CO 100,000 1,713,292 1,637,500
HORACE MANN EDUCATORS CORP 70,000 1,587 407 1,610,000
HOUSEHOLD INTL INC 93,000 3,989,019 4,603,500
HUMANA INC 500,000 8,731,940 8,875,000
IBPINC 325,000 7,975,974 14,137,500
ILLINOIS CENT CORT 50,000 1,669,451 1,725,000
TLLINOIS TOOL WKS INC 68,000 3,263,509 3,740,000
[LLINOVA CORP 200,000 4,091,029 5,075,000
IMC GLOBAL INC 113,000 5,527 869 6,116,125
INFINITY BROADCASTING CORP 382,500 7,732,596 12,765,938
INFORMIXCORP 200,000 2,592.914 5,073,000
INLANDSTL INDSINC 150,000 5,574,222 4,575,000
INTEL CORP 260,000 11,954,491 16,461,380
INTERNATIONALPAFERCO 151,000 11,012,356 12,948,250
INTERNATIONAL RECTIFIER CORP 140,000 3,245,956 4,550,000
INTERSTATEBAKERIESCORP 120,000 1,754,225 1,980,000
INTL BUSINESS MACHSCORP /85,000 40,568 486 65,760,000
INTLFLAVORS & FRAGRANCESINC 247,000 10,662,509 12,288,250
ITTCORP 100,000 8,362,042 11,750,000
JOHNSON & JOHNSON 530,000 27,923,300 35,775,000
JOHNSON CTLS INC 46,000 2,356,616 2,599,300
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JP FOODSERVICEINC 160,000 $ 1,781,250 $ 2,240,000
KANSASCITY PWR & LT CO 25,000 5,443,443 5,146,875
KATZ MEDLA GROUP INC 120,000 1,921,528 1,805,(100
KENNAMETALINC 150,000 4,072,706 5,175,000
KIMBERLY CLARKCORP 50,000 2,591,125 2,993,750
KLA INSTRSCORP 50,000 3,851,999 3,862,500
KROGERCO 335,000 5,249,051 9,003,125
KU ENERGY CORP 150,000 4,007,935 4,181,250
LAM RESH CORF 20,000 769,563 1,280,000
LCIINTERNATIONAL INC 225,000 6,352,153 6,890,625
LCIINTL INC PED 100,000 2.530,000 4,143,750
LEHMAN BROTHERSHLDCS INC 100,000 1,804,103 2,187,500
LIFE BANCQRP INC 200,000 2,666,280 2,800,000
LILLY ELl & CO 130,000 9,111,816 10,205,000
LIMITED INC 200,000 4,061,060 4,400,000
LIN BROADCASTING CORP 35,000 4,257,309 4,427,500
LINCOLN NATL CORP IND 147,000 6,193,669 6,431,250
LINEAR TECHNOLOGY CORP 25,000 1,209,059 1,650,000
LITTON INDS INC 169,000 6,097,000 6,231.875
LOCKHEED MARTIN CORP 332,000 16,025,503 20,957,500
LOCTITECORP 100,000 4,534,003 4,550,000
LORALCORP 168,000 7,524,717 8,694,000
LOWES COSINC 159,000 3,017,898 4,750,125
LYONDELLPETROCHEMICAL CO 35,000 1,014,850 896,875
MALLINCERODT GROUP INC 100,000 3,592,387 3,550,000
MANOR CARE INC 125,000 3,593,566 3,640,625
MARION MERRELL DOW INC 300,000 7,262,050 7,650,000
MARK IV INDS INC 88,200 1,682,711 1,907,325
MASCOCORP 240,000 6,346,788 6,480,000
MATTEL INC 120,000 2,638,496 3,150,000
MAY DEPTSTORES CO 145,000 5,641,566 6,035,625
MBNA CORFP 41,000 1,095,540 1,383,750
MCDERMOTTINTL INC 200,000 4,736,530 4,825,000
MCDONALDSCORP 650.000 17,108,225 26,605,000
MCICOMMUNICATIONS CORP 550,000 10,869,385 12,100,000
MCN CORP 126400 2,379,429 2,466 400
MEADCORP 50,000 2,296,048 2,968,750
MEDIA GEN INC 150,000 4 451,151 4,687 500
MEDTRONIC INC 128,000 6,954,403 9 B72,000
MELVILLECORP 125,000 4,632,667 4,281,250
MERCANTILE BANCORPORATION INC 59,000 1,836,547 2,647,625
MERCANTILESTORESINC 113,000 4,996,465 5,254,500
MERCK & CO INC 605,000 22,809,846 29,720,625
MERIDIAN SPORTSINC 280,000 3,080,000 2,705,000
MERRILL LYNCH & CO INC 150,000 6,900.226 7,875.000
MESCOMMUNICATIONS INC PFD 125,000 4,187,500 4,312,500
MICRON TECHNOLOGY INC 330,000 3,681,120 18,150,000
MICROSOFTCORT 222,000 14,616,615 20,063,250
MIDLANTICCORP 74,000 2,021,015 2,960,000
MILLER INDS INC TENN 110,000 1,229,385 1,883,750
MINNESOTA MNG & MFG CO 175,000 9,864,627 10,040,625
MIRAGE RESORTS INC 170,000 4,495,187 5,206,250
MISSISSIPPICHEM CORP 140,000 2,259,250 2,791.320
MQOBIL CORDP 600,000 37,109,263 57,600,000
MOBILETELECOMMUNICATION TELG 200,000 10,000,000 7,450,000
MOLTEN METAL TECHNOLOGY INC 110,000 2,044,193 2,557,500
MONSANTOCO 136,000 9.952,303 12,257,000
MORGAN JP & CO INC 48,000 3,203,268 3,3&6.0(_)0
MORGANSTANLEY GROUT INC 8B,000 5,928,219 7,216,000
MORTON INTL INC IND 250,000 6,981,370 7,312,500
MOTOROLAINC 350,000 19,428,410 23,493,750
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MYLAN LABSINC 200,000 § 5,634,639 § 6,150,000
NALCOCHEMCO 150,000 5,158,100 5,456,250
NATIONSBANKCORP 300.000 15,473,589 16,087,500
NBD BANCORP INC 90,000 2,609,999 2,880,000
NEW YORK ST ELEC & GASCORP 400.000 8,322,210 9.350,000
NEWELLCO 85,000 2,024,120 2,071,875
NEWMONTMNG 100,000 5,434,904 5,837 500
NEXGEN INC 10,000 150,000 236,250
NIKE INC 300,000 18,722,379 25,200,000
NIPSCO INDS INC 325,000 10,586,315 11,050,000
NORFOLKSOUTHN CORP 201,000 13,156,138 13,542,375
NORTHERN STS PWR COMINN 117,000 5,353,060 5,296,625
NORWESTCORP 175,000 4,538,280 5,031,250
NUCOR CORP 77,000 4,184,349 4,119,500
NYNEXCORP 475,000 19,031,940 19,118,750
OCCIDENTALPETECORP 945,000 20,804,585 21,616,875
OCCIDENTALPETE CORPPFD 100,000 5,064,712 5.787.500
OKLAHOMA GAS & ELEC CO 80,000 2,700,135 2,810,000
OMNICOM GROUP 125,000 6,343,217 7,578,125
ORACLECORP 310,000 8,571,786 11,973,750
ORTHODONTIC CTRS AMER INC 50,000 557,500 1,212,500
OWENS CORNING FIBERGLASCORP 140, 5,018,799 5,162,500
OWENS ILLINC 850,000 929,953 1,040,000
OXFORDHEALTH PLANSINC 100,000 4,420,995 4,725,000
PACIFIC ENTERPRISES 270,000 6,595,778 6,615,000
PACIFIC GAS & ELEC CO 650,000 17,102,819 18,850,000
PACIFIC TELESISGROUP 390,000 10,964,650 10,432,500
PACIFICAREHEALTHSYSINC 125,000 7,155.91%8 6,343,750
PACTFICORP 500,000 8,687,496 9,375,000
PAGING NETWORK INC 175,000 5,326,690 5,993.750
PANHANDLEEASTNCORP 255,000 5,690,952 6,215,625
PARKER & PARSLEY PETECO 225,000 4,378,128 4 415,625
PARKER HANNIFIN CORP 93,000 2,796,525 3,371,250
PENNEY JC INC 110,000 3,729,018 5,280,000
PENNZOIL CO 75,000 3,623,170 3,534,375
PEPSICO INC 710,000 29,781,795 32,305,000
PETCO ANIMALSUPPLIES INC 100,000 2,074,276 2,325,000
PFIZER INC 386,000 26,798,238 35,560,250
PHELPS DODCGE CORP 49,000 2,704,993 2,891,000
PHILIP MORRIS COS INC 736,000 14,854,988 54,740,000
PHILLIPS PETECO 420,000 11,945,353 14,017,500
PINNACLE WEST CAPCORP 220,000 4,546,374 5,320,000
PITTSTONSERVICESGROUTP 33,000 795,013 792,000
POLAROQIDCORP 175,000 5,918 675 7,131,250
PORTLAND GEN CORP 200,000 3,822,583 4,475,000
POST PPTYS INC 130,000 3,699,096 3,932,500
PPG INDS INC 167,000 6,479,215 7,160,125
PRAXAIRINC 100,000 2,239,336 2,487.500
PREMARK INTLINC 65,000 2,946,508 3,371,875
PRICECELLULARCORFP 115,000 1,092,500 1,063,750
PROCTER & GAMBLE CO 521,000 30,193,359 37.446,R75
PROGRESSSOFTWARECORP 90,000 4.834.552 4,680,000
PROMUS COS INC 145,000 5,976,928 5,655,000
PROTECTIVE LIFECORP 40,000 865,540 1,090,000
PROVIDIAN CORT 100,000 3,383,790 3.625.000
PST VANS INC [PO 100,000 1,546,675 631,300
PUBLICSVC COCOLO 275,000 7.774,838 8,937,500
PUBLIC SVC CON MEX 325,000 4,069,130 4,631,250
PUBLIC SVC ENTERPRISE GROUTP 76,000 2,088,695 2,109,000
PUGETSOUNDIPWR & LT CO 250,000 5,053,647 5,718,750
PXRECORP 160,000 4,174,509 3,760,000
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QUAKEROATSCO 125,000 $ 4,306,245 % 4,078,125
QUAKERST CORP 300,000 4,407,845 4,500,000
RALCORPHLDCSINC 100,000 2,164,563 2,287,500
RALSTONPURINA CO-RALSTON 100,000 3,694,633 5,100,000
RAYTHEONCO 100,000 6,563,586 7,762,500
READERS DIGEST ASSN INC 215,000 9,938,760 9,486,875
REEBOKINTLLTD 57.000 2,120,797 1,938,000
REGIONS FINLCORP 125,000 4,584,340 4,640,625
REYNOLDS METALSCO FPFD 75,000 3,543,750 3,618,750
RHONEPOULENC RORER 110,000 4,559,470 4,496,250
RITE AID CORP 80,000 1,991,311 2,050,000
RIR NABISCOHLDGS CORP 60,000 1.722,500 1,665,000
RIRNABISCOHLDCS CORP 700,000 4,542,690 4,200,000
ROCKWELLINTLCORP 250,000 10,182,640 11,437,500
RUBBERMAIDINC 150,000 4,542,303 4,162,500
SAFEWAY INC 90,000 2,718,552 3,363,750
SARA LEECORP 440,000 11,670,676 12,540,000
SBC COMMUNICATIONS INC 935,000 33,173,240 44,529,375
SCECORP 435,000 6,811,013 7,449,375
SCHERING PLOUGH CORP 420,000 14,358,563 18,532,500
SCIENTIFIC ATLANTA INC 250,000 5,433,132 5,500,000
SCIENTIFIC GAMES HLDGS CORP 140,000 1,838,750 3,885,000
SCOTTPAPERCO 100,000 2,593,483 4,950,000
SCRIPPSEW CO 42,000 1,275,131 1,354,500
SEAGATE TECHNOLOGY 125,000 3,627,186 4,927,500
SEALED AIR CORP 114,000 3,937,430 5,016,000
SEARS ROFBUCK & CO 350,000 18,558,092 20,825,000
SERVICECORPINTL 125,000 3,538,801 3,953,125
SHEEWIN WILLIAMS CO 210,000 6,625,054 7.481,250
SILICON GRAPHICS INC 121,000 3,836,516 4,824 875
SMITH INTL INC 265,000 4,118,320 4,438,750
SONIC CORP 150,000 3,147,135 4,125,000
SOUTHERN CO 740,000 15,280,394 16,557,500
SOUTHERN NATL CORPNC 142,500 2,880,509 3,420,000
SOVEREICGN BANCORP INC PFD CONV 50,000 2,507 438 2,693,750
SOVRANSELFSTORAGE INC 40,000 920,000 920,000
SPRINTCORP 420,000 13,603,185 14.122,500
SPRINTCORP DECS 70,000 2,238,905 2,432,500
STIUDE MED INC 350,000 11,952,520 17,543,750
STPAUL COSINC 46,000 1,948,473 2,265,500
STORAGEUSA INC 100,000 2,175,000 2,837,500
STRYKERCORP 225,000 8,587,094 8,634 375
SUN INC 175,000 5,169,817 4,790,625
SUNMICROSYSTEMS INC 222,000 6,562,489 10,767,000
SUNBEAMCORP 180,000 4,356,930 2,542,500
SUNGARD DATASYSINC 50,000 2,540,706 2,612500
SUNGLASSHUTINTL INC 120,000 2,397,674 4,200,000
SUNTRUST BKSINC 186,000 9,074,743 10,834,500
SUPERIOR INDS INTL INC 100,000 3,067,784 3,125,000
SURGICALCARE AFFILIATESINC 460,000 8,900,310 8,797,500
SYNOPSYSINC 150,000 7,227,800 9,393,750
SYSCOCORP 280,000 6,927,890 #,260,000
TAMBRANDSINC 125,000 5,021,156 5,343,750
TANDY CORP 75,000 8,055,444 9,078,125
TECO ENERGY INC 100,000 2,136,375 2,200,000
TELECOMMUNICATIONSINC 350,000 8,187,396 8,203,300
TELLABSINC 70,000 1.561,014 3.368.750
TENETHEALTHCARECORP 204,500 4,757 813 4,377,188
TENNECOINC 70,000 3,071,563 3,220,000
TEXACOINC 248,000 16,200,742 16,275,000
TEXAS INSTRSINC 53.000 3,958 486 7,095,375
(Continued)
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Shares Book Value Market Value

THETRAVELERS GROUP INC 370,000 & 15,083,261 & 16,187,300
THE TRAVELERSGROUP INC 75,000 4,070,745 4,715,625
THERMOELECTRON CORP 237,500 8,067,929 9,559,375
TIMEWARNER INC 200,000 6,599,362 8,250,000
TIMES MIRROR CO FFD 50,000 995,781 1,193,75

TORCHMARKCORP 100,000 4,014,190 3.775,000
TOSCOCORP 360,000 10,806,452 11,475,000
TOYSR USINC 210,000 6,148,382 6,142,500
TRIBUNECO 80,000 4 707,966 4,910,000
TRINITY INDS INC 100,000 3923983 3,325,000
TRW INC 68,000 4,495,554 5.431,500
TYCOINTLLTD 150,000 8,039,595 8,100,000
USHEALTHCARE INC 95,000 3,858,882 2,909,375
USWEST COMMUNICATIONS GROUP 175,000 6,916,940 7,284,375
UALCORP 25,000 2,962,838 3,509,375
UNICOM CORP 190,000 4,899 485 5,058,750
UNION PLANTER CORP PFDY 100,000 2,581,250 3,487,500
UNION TEX PETE HLDGS INC 50,000 1,801,702 1,901,250
UNITEDHEALTHCARECORP 75,000 3,788,305 3,103,125
UNITEDSTATESSURGICAL CORP 250,000 5,733,621 5,187,500
UNITED TECHNOLOGIESCORF 155,000 11,578,650 12,109,375
UNOCAL CORP 250.000 4,492 881 6,906,250
UNOCAL CORFP PFD CONV 50,000 2,536,875 2,673,000
USG CORPCOM 100,000 2,303,710 2,375,000
USX-MARATHON GROUP 550.000 9,516,998 10,862,500
V FCORP 45,000 2,319,450 2,418,750
VANGCUARD CELLULARSYSINC 75,000 1,943,595 1,800,000
VARIAN ASS0C INC 80,000 2,232,051 4,480,000
VARITY CORP NEW 50,000 2,089,250 2,200,000
VIACOM INC 350,000 14,262,225 16,275,000
VIACOM INC 168,065 6,510,475 7.794,014
VIVRA INC 140,000 3,786,828 3,797,500
WABAN INC 50,000 1,659,563 1,338,750
WAL MARTSTORES INC 1,550,000 37,946,152 41,462,500
WALGREENCO 579,000 15,536,146 29,022,375
WARNER LAMBERTCO 250,000 18,204,686 21,593.750
WELLSFARGO & CO 46,000 6,316,657 8,291,500
WENDYS INTL INC 150,000 2,424,180 2,681,250
WESTINGHQUSE ELEC CORP 575.000 8,182,590 R, 409 375
WESTINGHOUSE ELEC CORF PFD 300,000 4,330,250 4,462 500
WESTVACOCQORP 102,000 3,973,754 4,513,500
WEYERHAEUSERCO 335,000 15,169,645 15,786,875
WHIRLPOOL CORP 195,000 10,752,135 10,725,000
WHITMANCQORP 250,000 4,133,850 4,843,750
WILLAMETTE INDS INC 25,000 1,284,375 1,387,500
WILLIAMS COS INC 100,000 3,214,871 3,487,500
WINN DIXIESTORES INC 85,000 4,172,326 4,876,875
WISCONSIN ENERCGY CORFP 100,000 2,829,400 2,800,000
WMX TECHNOLOGIES INC 360,000 9,893 860 10,215,000
WOOLWORTH CORP 150,000 2,493,177 2,268,750
WORLDCOM INC 201,000 4,855,342 5,427,000
WORTHINGTON INDSINC 100,000 2,243,800 2,043,800
WPLHLDGS INC 120,000 3,564,234 3,435,000
XEROXCORP 35,000 3,771,564 4,103,750
XTLINX INC 25,000 2,062,652 2,350,000

TOTAL DOMESTIC STOCK PORTFOLIO

§ 3,508.605,826

b 4,165,908,786
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ABBEY NATIONAL 303,000 $ 2,051,943 $ 2,255,464
ABN AMRO HOLDINGS 48,000 1,700,348 1,852,469
AHOLD (KON) 112,000 3,550,146 4,011,617
AIR LIQUIDE (L") 38,000 4904514 6,070,600
AKITABANK 546,000 4,099 979 4,670,521
ALCAN ALUMLTD 175,000 4,667 875 5,315,625
ALLIEDCOLLOIDS 1,070,000 2,539,198 2,127,361
AMCOR LIMITED 853,900 3,065,225 6,299,720
ANGLIANWATER 445,000 3,716,322 3,546,052
ARGYLLGROLUP 640,000 3,015,586 3,420,319
ASAHIBANK 410,000 4,893,866 4377913
ASDA GROUPPLC 2,885,000 2,977,680 4,359,300
ASSOCIATED BRITISH FOQDS 320,000 3,057,951 3,379,601
B A T. INDUSTRIES 790,000 5,545,066 6,043,931
BALOISE-HLDGSWTS 1,500 0 14,329
BANDAICO 63,000 2,467,962 1,888,030
BANKOF TOKYO 341,000 5,853,872 5471,772
BANQUENATIONALE DEPARIS 78,250 3,829,146 3,774,388
BARCLAYS 605,000 5,079,186 6,500,220
BARRICK COLD CORP 95,000 2,332,665 2,398,750
BAYER AG 13,000 3,034,557 3,233,901
BAYERVEREINSBANK 344,000 219,388 286,325
BBC AC BROWN BOVERI & CTE 3,300 1,986,208 3416066
BCE INC 157,000 5,635,904 5,043,625
BRIDGESTONECO 309,000 3,810,545 4,557,253
BRITISH GAS 1,020,000 5,472,489 4,696,735
BRITISH PETEPLC ADR 90,000 7.051,755 7,706,250
BRITISH PETROLEUMCO 840,000 5,052,113 6,018,959
BRITISHSTEEL 2,660,000 6,141,610 7,264,392
BRITISH TELECOMMUNICATIONS 800,000 4,938,822 4,987 965
BROKEN HILL PROP 332,200 3,818,154 4,089,445
BIR 580,000 3,073,300 2,947 448
CANADIAN OCCIDENTALPETELTD 43,000 1,014,235 1,338,375
CANON INC 290,000 5,073,279 4,721,845
CARLTON COMMUNICATIONS 230,000 3,040,921 3,486,327
CARREFOUR 12,500 5,110,907 6,402,989
CHRISTIAN DIOR 48,000 4,073,169 4,226,869
CIBA-GEICY AG 5,700 3,510,839 4,177 855
COCA COLA AMATIL 1,012,500 3,452,497 6,260,819
COCA-COLA AMATIL LIMITED 253,125 0 273,461
COLESMYERLTD 445,000 1,476,125 1,394,811
COMMERZBANK AG 20,500 4,923,595 4903930
COMPAGNIEDEST-COBAIN 15,000 2,021,050 1,811,904
COMPAGNIEUAP-UAP 110,000 4,070,692 2,884,205
COMPASSGROUDP 490,000 2,610,679 2,891,461
CREDITLOCAL DE FRANCE 32,000 2,468 464 2,968,307
CSK 127,000 4,605,080 2,936,936
DATICHI KANGYO BANK 405,000 7,997,363 7,311,073
DAINIPPON PRINTING CO 238,000 4,105,657 3,790,927
DAIMARU INC 650,000 5.133,646 3,297,741
DAIMLER BENZ AG 7 4,054,178 3,535,814
DAIWA SECURITIESCO 235,000 3.006.474 2,478,792
DANONE (EX BSN) 18,000 3,015,220 3,027,673
DDICORP 552 4,527,626 4,428,765
DELA RUEPLC 400,000 6,074,241 5,955,019
ECCQSTE 41,225 3.075425 6,466,833
ECHOBAY MINESLTD 200,000 2,119,850 1,800,000
EVCINTERNATIONAL 82,800 3,658,041 3,858,122
FUJIBANK 353,000 7,982,344 7,122,058
FUTABACORP 63.000 2,569,717 2,854,345
(Continued)
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GENERAL ELECTRICCO 415,000 % 2,040,008 % 2,026,440
GKN 400,000 4,087,159 4,078,170
GLAXOWELCOME PLC SPONSORED 150,000 3,517,248 3,656,250
GLAXOWELLCOME 163,560 1,806,602 2,007,060
HEINEKEN NV 38,750 4,508,339 5,864,392
HEMLO GOLD MINES INC 130,000 1,231.335 1,381,250
HIGO BANK 356.000 3,103,253 3,486,284
HITACHILTD 556,000 3,816,774 5,573,182
HOKKAIDO ELE POWER CO INC 90,000 2,122,568 2421,096
HONDA MOTOR CO 348,000 4,874,211 5,337,738
HOYA CORP 250,000 5,451,344 7,374,196
IMFPERIAL CHEM INDSPLC ADR 70,000 3,435,975 3,412,500
IMPERIALOILLTD 200,000 6,707,536 7.425,000
INDUSTRIAL BK JAPAN 152,000 4,944 757 3963424
ISETANCO 140,000 3,034,561 1,899,593
ITO-YOKADO CO 44 000 2414 449 2,320,571
ITOCHU CORP 965,000 6,016,164 5,635,951
JAPAN ASSOCOCIATED FINANCE CO 50,000 6,197,774 4,566,102
JOHNSON MATTHEY 670,000 6,264,155 6,116,937
KAWASAKISTEEL CORP 650,000 2,559,446 2,132,028
KAYABA INDUSTRY CO 660,000 4,323,953 3,239,455
KIRIN BEVERAGE CORP 385,000 4,953,272 6,404,932
KOBESTEEL 1,565,000 5,155,776 3,726,927
KONINKLIJKEPTTNEDERLAND 100,000 2,707,336 3,594,708
KYOCERACORP 70,000 4,232,312 5,764,852
KYUSHU ELECTRIC POWER COINC 85,000 2,166,514 2,296,620
L'OREAL 15,000 3,955,969 3,762,948
LAIDLAW INC 180,000 1,441,000 1,710,000
LEGRAND 17,250 1,256,721 2737954
LLOYDS BANK 253,000 2,560,887 2,511,033
LUFTHANSA 50,000 3,441,087 7,231,442
MACMILLANBLOEDELLTD 70,000 1,057,500 988,750
MAGNA INTL 30,000 980,139 1,323,750
MANNESMANN AG 22,000 3,945,641 6,721,626
METHANEX CORP 1,200,000 18,386,739 10,050,000
MITSUBISHIBANK 100,000 2,451,672 2,159,165
MITSUBISHIELECTRIC CORP 1,277,000 6,725,656 8,979,907
MITSUBISHIESTATECQ 418,000 5,066,799 4,709,929
MITSUBISHIMOTOR CORP 880,000 5,206,246 7,257 625
MITSUBISHI OIL CO 287,000 3,043,416 2.756,392
MITSUBISHI TRUST & BANKING 435,000 6,976,039 6,158,920
MITSUI & CO 408,000 3,507,343 3,186,785
MITSUT FUDOSAN CO 545,000 5,867,595 6,243,820
MITSUI TRUST & BANKING 264,000 3,048,858 2,429,591
N.G.K.SPARK PLUG CO 390,000 4,987 446 4,325,409
NATIONALPOWER 835,500 2,921,825 5,920,270
NATIONALWESTMINSTER BANK 465,000 4,067,320 4,038,247
NEC CORP 230,000 2,408,306 2,521,031
NESTLESA 5,400 4,202,558 5,622,753
NEWBRIDGENETWORKSCORP 125,000 4 644,38A 4,406,250
NEWSCORPLTD ADR 125,000 2,749 880 2,828,125
NEXT 1,585,000 5,928,679 8.609,289
NIPPON COMSYS CORP 31,200 454,549 379,163
NIPPON DENSO 225,000 4,560,076 4,088,254
NIPPON ELECTRIC GLASS 165,000 2,376,043 2,647,631
NIPFON PAPER INDS 450,000 3,038,654 2,920,182
NIPPON SHEET GLASSCO §73.000 5,150,073 3,903,805
NIPPPON TEL & TEL CORP 785 6,249,859 h,576,013
NIPPON TELEVISION NETWORK CORP 16,000 4,243 404 3,605,687
NISSAN MOTOR CO 655,000 5,251,724 4,188,661
(Continued)
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NISSHIN STEEL CO 840,000 £ 4210910 § 3,082,296
NOMURA SECURITIESCO 274,000 5,902,146 4,784,614
NORTHERNTELECOMLTD 450,000 13,964,372 16,425,000
OMRON CORP 204,000 4,014,034 3,899,239
PHILIPS ELECTRONICS 159,000 2,873,581 6,731,462
PINAULT-PRINTEMTSREDOUTE 18,800 4,076,069 4,030,301
PLACER DOMEINC 50,000 1,282,075 1,306,250
POLYGRAMNYV 152,000 2,492 420 8,987,000
POTASH CORPSASK INC 86,000 3,396,554 4,805,250
POWERGEN PLC SPONSORED ADR 187,500 2,622,823 5,882,812
PREUSSAG AG 21,000 4,763,850 6,271,830
RANKORGANISATION 706,000 4,573 450 4,458,025
RECKITT & COLMAN 210,000 2,039,009 2,214,523
RENAULT(REGIENATIONALEDES) 15,000 495,775 469,982
RENGO CO 405,000 3,149,673 2,781,075
REUTERS HLDGS 360,000 2,504,210 3,000,414
RHONE POULENC RORER NTV CERTS 125,500 7342339 5,117,011
RICOH 575,000 5.059,189 4,938,942
RMC GROUP 140,000 2,484 389 2,351,469
ROCHE HLDG AG 1,035 6,027,307 6,669,301
ROTHMANSUT 730,000 1,967,318 7,187,218
ROYALDUTCHPETECONY 350,000 41,581,824 42,656,250
ROYAL DUTCH PETROLEUM CO 64,000 7.415,778 7,814,650
SAINSBURY(]) 600,000 4,625,805 4,218,139
SAKURA BANK 293,000 3,996,320 3,059 466
SANDOZ AG 6,200 3,996,678 4,275,119
SANKYOCO 275,000 5,559,323 6,391,953
SANYOELECTRICCO 530,000 2994117 2,607,634
SCHLUMBERGERLTD 290,000 18,125,953 18,016,250
SCHNEIDER SA (EX SPEP) 82,000 5451,739 6,485,627
SCHNEIDER SA (EX SPEP) 8,000 76,065 43,947
SCHWEIZ-RUCKVERSICHERUNGS-G 4,180 3,072,641 3,219,852
SCHWEIZERISCHER BANKSVEREIN 12,000 4,233,306 4,251,845
SHELL TRANS & TRDG 455,000 5,133,800 5,434 989
SIEBE 278,987 2,606,342 2,777,830
SMITHKLINE BEECHAMPLC ADR 165,000 5,176,463 7.466,250
SMITHKLINE BEECHAMPLC ADR 100,000 3,951,150 4,525,000
SOCIETENATIONALEELF 50,000 3,667,896 3,694,924
SONY CORP 140,000 5,392,146 6,722.907
SONY MUSIC ENT(JAP) 50,200 2,120,461 2,126,341
STLOUIS 6,600 2,029,339 2,040,711
STANDARDCHARTERED 1,080,000 5,093,715 5,788,966
SUMITOMO BANK 376,000 7.079.223 6,521,385
SUMITOMOCHEMICAL 1,000,000 4,518,131 3917173
SUMITOMOCORP 500,000 4,109,238 4,554,304
SUMITOMOMETALINDUSTRIES 1,650,000 5,014,775 4,302,401
SUMITOMO RUBBER INDUSTRIES 514,540 5,006,965 3,824,673
SUMITOMO TRUST & BANK 410.000 6,093,948 4,982,596
SUN ALLIANCE GROUP 1,000,000 5,130,079 5,328,342
SUZUKIMOTOR CO 400,000 3,988.236 4,459,914
TABCORP HLDGS LIMITED 600,000 1,218,127 1,240,970
TDKCORP 110,000 5,154,985 5,009,734
TESCO 1,300,000 5,032,075 5,996,374
THE NEWS CORP 430,000 1,985,829 2,402,193
THORN-EM]I1 360,000 6,160,460 7472404
TOKAI BANK 358,000 4,945,031 3,970,503
TOKIO MARINE & FIREINS CO 415,000 5,009,920 4,759,365
TOKUYAMA CORP 6Y5,000 4,304,668 3,403,044
TOKYO ELECTRIC PWR CO 148,000 4,111,227 4,540,145
TOKYOELECTRON 140,000 3.947.422 4,790,278
TOKYOGAS 652,000 3,013,739 2,569,382
(Continued)
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OMEKINS 1,090,000 5 4,075,078 ] 3,900,824
TOSOHCORP 734,000 3,200,820 2762.622
TOTAL'B'SHS 62,000 3,631,078 3,731,822
TRANSCANADAPIPELINELTD 200,000 2,596,548 2,675,000
UBEINDUSTRIES 915,000 3,966,502 3,195,564
UNILEVER NV ADR 140,000 18,005,132 18,217,500
UNILEVERNV 18,000 2,432,820 2,341,917
UNY CO 250,000 4,345,185 4,011,563
VEBA AG 11,500 4,047 93h 4 519,832
VODAFONE GROUP PLC SPONSORED 200,000 6,580,663 7,575,000
WACOALCORF 443,000 5,598,243 5,488,172
WELLA AGNONVTG PRF 6,000 4,049,111 4,772,752
WESTERN MINING CORPHLDGSLTD 635,625 3,833,268 3,492,186
WESTPAC BANKING CORP 413,000 1,474,560 1,494,117
WOLTERSKLUWER 70,000 5,068,294 6,175,541
WOODSIDEPETEROLEUM 380,000 1,489,456 1,490,869
YAMAHA MOTORCO 275,000 2,243,978 1,998,702
YORKSHIREWATER 435,000 3,682,159 3,985,282
ZENECA GROUP 285,000 4,123,135 4,814,118
NON-BASE CURRENCY (1,490,097) (111,388) (115,773)
TOTALINTERNATIONALSTOCK PORTFOLIO § 859,900,687 $ 911,428,130
GRAND TOTAL STOCK PORTFOLIO $ 4,368,506,513 $ 5,077,336,916
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AMERICAN EXPRESSCO 21,500 § 682,753 % 757,875
AMERICAN GEN CORP 24,000 769,790 810,000
AMERICAN HOME PRODS CORP 12,000 759,270 §238,500
AMOCO CORP 12,000 713.465 799,500
AT & TCORP 19,500 990,670 1,033,500
BANK OF BOSTON CORP COM 20,000 533,438 750,000
BEVERLY ENTERPRISESINC 23,000 354,055 284 625
BRISTOL MYERSSQUIEB 11,000 643,393 749,375
BROWNING FERRIS INDS INC 17,000 525,219 612,000
CAPITAL CITIES ABC INC 10,000 746,836 1,080,000
CATERPILLARINC 4,400 243,378 282,700
COCA COLACO 15,000 801,025 956,250
COLGATE PALMOLIVECO 14,000 835,540 1,023,750
DEAN WITTER DISCOVER & CO 19,000 714477 R93,000
DRESSER INDS INC 40,000 818,149 890,000
DSC COMMUNICATIONSCORP 24,000 755,643 1,116,000
EXXON CORP 16,000 964,342 1,130,000
FEDERALEXPRESSCORP 8,400 504,219 510,300
FLUORCORP 16,000 776,204 §32,000
GENERALELECCO 15,300 756,948 B62,538
GOODYEAR TIRE & RUBR CO 20,000 711,574 822,500
HERCULESINC 13,800 500,224 672.750
HUMANA INC 23,000 427,710 408,250
IBPINC 22,000 737534 957,000
KU ENERCY CORP 22,000 599,833 613,250
MORRISON RESTAURANTSINC 34,500 912,157 828,000
MORTON INTL INC IND 20,000 573,074 585,000
ORACLECORP 30,500 917,493 1,178,063
PACIFICORP 42,000 723,722 787,500
PENNEY | C INC 16,500 805,922 792,000
PHILLIPSPETE CO 13,000 408,593 433,875
PRAXAIRINC 28,000 632,980 696,500
SAFEWAY INC NEW 20,000 648 663 747,500
SBC COMMUNICATIONSINC 25,000 998,924 1,190,625
SONOCO PRODS CO 18,900 413,004 457,775
SURGICALCARE AFFILIATESINC 20,000 395,950 382,500
TEKTRONIX INC 11,000 420,760 541,750
TOTAL DOMESTIC STOCK PORTFOLIO § 24,716,931 $ 28,406,751
INTERNATIONALSTOCK PORTFOLIO

WESTCOAST ENERGY INC 26,300 % 410,659 $ 380,875
GRANDTOTALSTOCK PORTFOLIO § 25,127,590 $ 28797626
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Domestic and International Fixed Income Portfolio

Rating Coupon Maturity Par Value Market Value
GOVERNMENTS:
BONDS AND NOTES:
UNITEDSTATES TREASURY BONDS AAA 10.750 5/15/2003 8,000,000 $10,226,240
UNITEDSTATESTREASURY BONDS AAA 10.750 8/15/2005 3,200,000 4,248,992
UNITEDSTATESTREASURY NOTES AAA 8 875 11/15/98 5,000,000 5,435,950
TOTAL BONDS AND NOTES $19,911,182
AGENCIES:
FHLMC GROUT #C8-0226 AAA 8.500 9/1/2024 1,960,000 $2,021,858
FNMA POOL #0002494 AAA B.000 4/1/2008 4,597,115 4,728,639
FNMA POOL #0250128 AAA 7.500 9/1/2009 1,893,637 1,924,995
FNMA POOL #0250129 AAA 7 500 9/1/2001 4,977,591 5,056,884
FNMA POOL #0250188 AAA 8.000 1/1/2025 4,864,809 4,954 468
GNMA POOL #0196110 AAA 5.000 12/15/2016 1,513.801 1,604.008
GNMA GTD REMIC 1994-3 CL PH AAA 7.500 10/16/2022 5,000,000 5,168,172
CNMA II POOL #0008399 AAA 5.000 4/20/2024 1,966,059 1,959,296
GOVERNMENTTRUSTCERTIFICATES AAA 9400 11/15/96 636,709 651,048
GOVERNMENT TRUST CERTIFICATES AAA 9.250 11/15/96 392,513 397,769
SMALL BUSINESS ADMINISTRATION 1991-10C  AAA B.330 9/10/2001 5,254,829 5,616,572
TOTAL AGENCIES $34,083,709
TOTAL GOVERNMENTS AND AGENCIES $53,994 891
CORPORATES:
ASSOCIATES CORF NORTH AMER NT AA3 8.375 1/15/98 5,000,000 $5,225,850
ATLANTICRICHFIELD CO A2 8.200 2/15/98 3,000,000 3,157,860
CHRYSLER FINL CORP SHELF 50 A3 8.125 12/15/96 3,500,000 3,575495
COOPERATIVEUTIL TR BIG ELEC AAA 9.500 2/15/2017 5,000,000 5,493,750
DEAN WITTER DISCOVER & CO A2 6.250 3/15/2000 2,000,000 1,967,360
FORD MTR CR CO Al 7.250 5/15/99 2,000,000 2,049 860
GENERAL MTRS ACCEP CORP BAAL 7.350 5/27/97 800,000 814,280
GULFPOWER CO Al 8750 12/1/2021 1,000,000 1,066,760
INTL LEASE FIN CORP A2 7.900 10/1/96 5,000,000 5.095,100
INTL LEASE FIN CORP MTN #00067 A2 5.710 7/15/97 2,000,000 1,978,420
MCA FDG CORP Aa2 7.550 3/28/97 500,000 511,160
MCA FUNDING CORP Aal 4 480 8/13/96 1,500,000 1,461,027
RURAL ELEC COOP GRANTOR CERTIFICATES AAA 9.630 9/30/2011 1,000,000 1.079,430
SOUTHWESTERN BELLTELCO Al 7.625 10/1/2013 3,319,000 3,336,790
WISCONSIN GASCO AAJ 7.300 11/15/98 2,000,000 2,067,760
TOTALCORPORATES 538,880,902
TOTAL DOMESTIC FIXED INCOME PORTFOLIO $92,875,793
INTERNATIONAL FIXED INCOME PORTFOLIO
GOVERNMENTS:
TOKYOMETROPOLISJAPAN AAA 8.700 10/5/99 3,000,000 $3,262,110
CORPORATES:
FORD CAPBVNT Al 10.125 11/15/2000 5,000,000 $5,731,350
NIPPON TELEG & TEL CORP NT AAA 9.500 7/27/98 2,000,000 2,185,540
IMPERIAL OILLTD DEB AA2 8.750 10/15/2019 150,000 164,230
TOTALCORPORATES $8,081,120
TOTAL INTERNATIONAL FIXED INCOME PORTFOLIO 511,343,230

GRAND TOTAL FIXED INCOME PORTFOLIO

$104,219,023
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Local Government Investment Pool
Independent Auditor’s Report

STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
December 21, 1995 NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 741-3657

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

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the Local Government Investment Pool, as of June 30,
1995, and June 30, 1994, and the related statements of revenues, expenditures, and changes in fund balances
for the years then ended. These financial statements are the responsibility of management. Our responsibility
is to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Local Government Investment Pool as of June 30, 1995, and June 30, 1994, and the changes in
fund balances for the years then ended in conformity with generally accepted accounting principles.

Our audits were conducted for the purpose of forming an opinion on the financial statements, taken as a whole.
The accompanying supplementary schedule of cash receipts and disbursements following the notes to the
financial statements, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial statements taken
as a whole.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and
regulations.

Sincerely,

e Oty

Arthur A. Hayes Jr., CPA
Dhrector, Division of State Audit
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Local Government Investment Pool

Comparative Balance Sheets

June 30, 1995

June 30, 1994

Assets

Cash $1,281,063,828 $1,139,765,831
Due from State General Fund 407,685 147,533
Due from State Spedial Revenue Fund 23,209 60,082
Due from State Education Trust Fund 161,475 0
Due from State Loan Program Fund 446,689 0
Total Assets $1,282,102,886 $1,139,973,446
Liabilities and Fund Balance

Liabilities:

Member Deposits $1,079,137,944 $ 936,313,686
Due to State Capital Projects Fund 777,735 924,379
Due to State College and University Funds 193,980,605 196,863,985
Due to Community Health Agencies 5,177,193 2,615,284
Due to State Veterans' Homes Board 480,115 439,222
Total Liabilities $1,279,553,592 $1,137,156,556
Fund Balance g 2,549,294 $ 2,816,890

Total Liabilities and Fund Balance

$1,282,102,886

$1,139,973,446

See accompanying Notes to the Financial Statements.

Local Government Investment Pool

Comparative Statements of Revenues, Expenditures and Changes in Fund Balance

Revenues:
Investment Income

Expenditures:
Interest on Deposits
Administrative Cost

For the Year
Ended
June 30, 1995

$ 71,191,471

70,414,939
1,044,128

For the Year
Ended
June 30, 1994

$ 38,310,928

37,642,737
685,137

Total Expenditures

$ 71,459,067

$ 38,327,874

Excess of Expenditures Over Revenues % (267,596) g (16,946)
Fund Balance, July 1 $ 2,816,890 $ 2.833.836
Fund Balance, June 30 $ 2,549,204 § 2,816,890

See accompanying Notes to the Financial Statements.
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Local Government Investment Pool
Notes to the Financial Statements, June 30, 1995 and June 30,1994

A. Description of the Local Government Investment Pool

The Local Government Investment Pool (LGIP) was authorized by the 91st General Assembly to
enable local governments and other political subdivisions to participate with the state in provid-
ing maximum opportunities for the investment of public funds. LGIP participants can invest any
amount for any length of time in the pool. Transfer procedures for making deposits to the pool or
withdrawals therefrom specify that an immediate credit process be used, i.e. wire transfers or
correspondent banking transactions.

An average rate of return is calculated on the investment made each month from such pool and is
used to credit LGIP participants with earnings. An administrative fee of .06 percent was charged
against each participant’s average daily LGIP balance to provide for recovery of administrative
cost. This fee may be changed as the ratio of administrative cost to the pool balance changes.

Some deposits made to the LGIP are contractually committed to the State Department of Trans-
portation, The only withdrawals allowed from these accounts are to pay the Department of Trans-
portation per progress billings for construction projects contracted between the entity and DOT.

Some deposits are committed to Community Health Agencies, the State Veterans’ Homes Board,
the State College and University Funds and to the State Capital Projects Fund. Withdrawals from
these accounts require authorization by the administering agencies.

B. Significant Accounting Policies

The Local Government Investment Pool forms an integral part of the primary government and
has been included as an expendable trust fund in the Tennessee Comprehensive Annual Financial
Report.

The LGIP is accounted for on the modified accrual basis. Revenues are recorded when they be-
come both measurable and available and expenditures are recognized at the time liabilities are
incurred.

Monies deposited in the LGIP are invested in the Pooled Investment Fund administered by the
State Treasurer. The Pooled Investment Fund is authorized by state statute to invest funds in
accordance with policy guidelines approved by the State Funding Board. The current resolution
of that board gives the Treasurer authority to invest in collateralized certificates of deposit in state
depositories, prime commercial paper, prime bankers’ acceptances, certain repurchase agreements,
various U S. Treasury and Agency obligations, limited money market mutual funds, and in obli-
gations of the state of Tennessee pursuant to Tennessee Code Annotated, Section 9-4-602(b). The
Pooled Investment Fund 1s also authorized to enter into securities lending agreements in which
U.S. Government Securities may be loaned for a fee. The loaned securities are transferred to the
borrower by the custodian agent against simultaneous receipt of collateral securities. The pool'’s
custodial credit risk is presented in the Tennessee Comprehensive Annual Financial Report for the
year ended June 30, 1995.
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Local Government Investment Pool

Comparative Schedules of Cash Receipts and Disbursements

July 1, 1994 July 1, 1993
through through
June 30, 1995 June 30, 1994
Cash Balance, July 1 $1,139,765,831 § 030,347.419
Add Cash Recewts:
Member Deposits $3.612,822,317 $3,332,918,654
Investment Income 71,191,471 38,310,928
Total Cash Receipts $3,684,013,788 $3,371,229,582
Deduct Cash Dishursements:
Member Withdrawals $3,541,671,663 $3,161,126,033
Administrative Cost Paid 1,044,128 685,137
Total Cash Disbursements $3,542,715,791 $3,161,811,170
Casli Balance, June 30 $1,281,063,828 $1,139,765,831

See accompanying Notes to the Financial Statements,
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Tennessee Consolidated Retirement System
Independent Auditor’s Report

STATE OF TENNESSEE

SZETHE SR

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
December 21, 1995 NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 741-3697

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

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the Tennessee Consolidated Retirement System, as of
June 30,1995, and June 30, 1994, and the related statements of revenues, expenses, and changes in fund balances
and cash flows for the years then ended. These tinancial statements are the responsibility of management. Our
responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Tennessee Consolidated Retirement System as of June 30, 1995, and June 30, 1994, and the results
of its operations and its cash flows for the years then ended in conformity with generally accepted accounting
principles,

The supplementary schedule of actuarial balances on page 96 1s not a required part of the basic financial
statements and was not audited by us, and, accordingly, we do not express an opinion thereon.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and
regulations.

Sincerely,

(0o

Arthur A. Hayes |r., CPA
Director, Division of State Audit
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Tennessee Consolidated Retirement System

Comparative Balance Sheets

(Expressed in Thousands)

June 30,1995 June 30,1994
Assets
Cash S 6,110 S 683
Investments:
Short-term Securities (Amortized Cost) S 968,231 5 1,622,722
Domestic Securibes
Government Bonds (Amortizied Cost) 2,706,712 2,805,816
Corporate Bonds (Amortized Cost) 3,001,823 3,043,296
Corporate Stocks (Cost) 3416917 2,796,283
Securibies on Loan
Government Bonds (Amortized Cost) 961,436 341,481
Corporate Bonds (Amortized Cost) 36,275 86
Corporate Stocks (Cost) 91,689 4,768
International Securities:
Governmenl Bonds {(Amortized Cost) 604,256 615,971
Corporate Bonds (Amortized Cost) 319,880 192,779
Corporate Stocks (Cost) 688,125 627,891
American Depository Receipls (Cost) 53,584 9,152
Securities on Loan
Government Bonds (Amortized Cost) 29,998 0
Corparate Bonds (Amortized Cost) 18,701 0
Corporate Stocks (Cost) 116,192 27,166
Total Investments S 13,015,819 $ 12,087,411
Receivables:
Member Contributions Receivable S 13,107 $ 12,719
Employer Contributions Receivable 24,204 24,271
Political Subdivisions Recervable 4,466 3,283
Accrued Interest Receivable 134,622 131,283
Accrued Dividends Receivable 10,145 9,046
Accrued Loan Income Receivable 39 21
Investments Sold 109 0
Total Recetables S 187,049 S 180,573
Total Assets $ 13,208,978 S 12,268,667
Liabilities and Fund Balance
Liabilites,
Retired Payroll Payable 5 13,279 ] 13,39
Warrants Payable 573 618
Accounts Payable:
Death Benefits and Refunds Payable 1,776 1,m3
Other 40 710
Investments Purchased 20,203 0
Other Investment Pavables 1,558 0
Total Luamithes S 37429 5 15,740
Fund Balance
Member Reserve $ 2235349 5 2,075,679
Employer Reserve (Unfunded Actuarial Accrued Liability Totaled $407.8
Million as of June 30, 1995 and $471 8 Million as of June 30, 1994) 10,926,200 10,177,248
Total Fund Balaner S 13,171,549 S 12,252,927
Total Liabilities and Fund Balance S 13,208,978 S 12,268,667

See accompanxing Notes to the Financial Statements.
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Tennessee Consolidated Retirement System

Comparative Statements of Revenues, Expenses and Changes in Fund Balance

(Expressed in Thousands)

For the Year For the Year
Ended Ended
June 30, 1995 June 30, 1994
Operating Revenues
Contributions:
Member Contributions $ 126,232 $ 117,173
Employer Contributions 282,626 264,670
Political Subdivisions Contributions 49,952 56,310
Total Contributions 5 458,810 $ 438,153
Investment Income;
Loan Revenue $ 5,344 $ 2,008
Interest 536,795 438,518
Dividends 87,962 91,460
Income from Foreign Investments 55,080 38,089
Net Discount (Premium) Amortization 45,157 69,108
Currency Gain (Loss) on Sale of
Foreign Investments (22,303) 618
Net Cain on Sale
of Investments 222,390 589,883
Total Investment Income $ 930,425 $ 1,229,684
Total Operating Revenues $ 1,389,235 S 1,667,837
Operating Expenses
Annuity Benefits:
Retirement Benefits $ 336,907 i 301,058
Survivor Benefits 20,688 18,131
Disability Benefits 10,422 9,065
Cost of Living 72,371 66,910
Death Benefits 3,019 3,049
Refunds 20914 17,637
Administrative Expenses 6,292 0
Total Operating Expenses $ 470,613 b 415,850
Net Income $ 918,622 $ 1,251,987
Fund Balance, July 1 $ 12,252927 $ 11,000,940
Fund Balance, June 30 $ 13,171,549 § 12,252,927

See accompanying Notes to the Financial Statements.
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Tennessee Consolidated Retirement System

Comparative Statements of Cash Flows

(Expmssed in Thousands) For the Year For the Year
Ended Ended
June 30, 1995 June 30, 1994
Cash Flows from Operating Activities:
Cash Received from Member Contributions 5 125,844 S 116,671
Cash Received from Employer Contributions 282,643 263,683
Cash Recerved from Political Subdivision Contributions 48,769 56,072
Cash Payments for Annuity Benefils (440,508) (393.553)
Cash Payments for Death Benefits (3,838) (2,221)
Cash Payments for Refunds to Members (19,361) (18,725)
Cash Payments tor Administrative Expenses (6,267) 0
Other Operating Activihes (320) 323
Net Cash Flows Prowded by (Used for) Operating Achivihes $  (13,038) S 22,250
Cash Flows from Investing Activities:
Interest on Investments $ 534,937 $ 427,372
Dividends on Investmenls 86,649 93,963
Loan Revenue 4,970 2,099
Income Irom Foreign Investments 53,742 41,587
Proceeds from Sales and Maturities of Investments 24,281,626 18,165,517
Purchase of Investments (24,943,439) (18,753,166)
Net Cash Flinws Provided by (Used for) Inveshing Achuities S 18,465 (22,628)
Net Increase (Decrease) in Cash 5 5.427 5 (378)
Cash at July 1 S 683 S 1,061
Cash at [une 30 $ 6,110 5 683
Reconciliation of Net Income to Net Cash Flows from Operating Activities:
Net Income S 918,622 $ 1,251,987

Adjustments to Reconcile Net Income to Net Cash Flows from Operating Achuities.

Interest Income

S (536,795)

S (438,518)

Dividend Income (87,962) (91,460)
Income from Foreign Investments (35,080) (38,089)
Nel Profil on Sale of Investmenls (222,390) (589,883)
Currency (Gain) Loss on Sale of Foreign Investments 22,303 (618)
Nel (Discount) Premium Amortization (45,157) (69,108)
Loan Revenue {(5.344) (2,008)
Changes in Recewables:
Member Conlribulions (38R) (502)
Employer Contributions 17 (987)
Political Subdivision Contribulions (1,183) (238)
Changes in Payables:
Retred Payroll Payable (120) 1,611
Warrants Payable (43) 216
Accounts Payable 484 [153)
T'otal Adiustments S (931,660) S (1,229,737)
Net Cash Flows Provided by (Used in) Operating Achivihes 9 (13,038) 5 22,250

Al [une 30, 1995, the TCRS had unsettled investment purchases of 520,203,550 and unseltled

investment sales of $108,609.

Al June 30, 1994, the TCRS had ne unsettled investment purchases or unsettled investment sales

See accompanying Notes to the Financial Statements.
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Tennessee Consolidated Retirement System

Notes to the Financial Statements, June 30, 1995 and June 30, 1994

A. Plan Description

1,

e

TCRS.

The Tennessee Consolidated Retirement Systern (TCRS) is a defined benefit, agent multiple-
employer public employee retirement system. Members of the system consist of teachers, gen-
eral employees of the state, higher education employees and employees of participating po-
litical subdivisions, The state of Tennessee is responsible for the retirement benefits of state
employees, higher education employees and teachers, while participating political subdivi-
sions are responsible for the retirement benefits provided their employees.

Membership.

Membership in the system is mandatory for state employees, teachers, higher education em-
plovees and employees of participating political subdivisions. At June 30, 1995, the number of
participating local government employers and the TCRS membership was:

(AR ctrvarsosmsmosmimtsmmastaiistmestumenmiaic s 20 | EHTERS and benefiriaries

COUNLES ... ecmsmmronscnemsmensemsssseenmmessnsennes 89 CUrTENtly receiving benefits ............... 62,090
Utility DIStrIcts woocuececnccsemsccsisssisissensnnennenen 29 lerminated members entitled to

Special Schoel Districts .......ccooccnicrinienenn. 20 benefits but not yet receiving them .. 10,475
Joint Ventures .......c..cccoeevvivcisininsnannens. 22 Current members:

Repional LIbranies ... civ-wwnammagoms b8 VOSIBO woncimmessapmsismssnsmigicriisons 110,000
Development Agencies ........cccummpimwnnn 12 Nonvested ... 62,162
Housing AUthorities ... ... essmmmnsses M TR St SA0390
911 Emergency Communication Districts ... 19

1 TR o SO 111 S WY 16

157 123 (VT e S T SRS YA Seu oIS .

Benefits.

The TCRS provides retirement benefits as well as death and disability benefits. Benefits are
determined by a formula using the member’s high five-year average salary and years of ser-
vice. Members become eligible to retire at the age of 60 with five years of service or at any age
with 30 years of service. A reduced retirement benefit is available to vested members at age 55.
Disability benefits are available to active members with five years of service who become dis-
abled and cannot engage in gainful employment. There is no service requirement for disability
that is the result of an accident or injury occurring while the member was in performance of
duty. Members joining the system on or after July 1, 1979 are vested after five years of service.
Members joining prior to July 1, 1979 are vested after four years of service. Political subdivi-
sion members joining on or after July 1, 1979 are vested upon completion of 10 years of service,
unless five years vesting is authorized by resolution of the chief governing body. Benefit provi-
sions are established and amended by state statute.

Contributions.

Effective July 1, 1981, the retirement system became noncontributory for most state and higher
education employees. Political subdivisions may elect contributory or noncontributory retire-
ment for their employees. The contribution rate is five percent of gross salary for teachers and
contributory employees of political subdivisions. In addition, the employers contribute a set
percentage of their payroll determined by an actuarial valuation. State statute provides that
the contribution rates be adopted by the Board of Trustees of the TCRS.

Plans Other Than TCRS.
Pursuant to state statute, the state may establish an optional retirement program for any state
institution of higher education that requests such a program. Any employee exempt from the
Fair Labor Standards Act and emploved by a state-supported institution of higher education
that has an optional retirement program may elect membership in TCRS or participation in
the Optional Retirement Program (ORP).

(Continued)

Treasurer’s Report 85



Tennessee Consolidated Retirement System
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

The ORP has been established as a defined contribution plan. In a defined contribution plan,
benefits depend solely on theamounts contributed to the plan plus investment earnings. Both the
Tennessee Board of Regents institutions’ and the University of Tennessee System'’s faculty are eli-
gible to become members of the Optional Retirement Program in lieu of membership in TCRS.

State statute requires the state-supported institutions to make contributions to the Optional
Retirement Program at the rate of 10 percent of gross salary below the social security wage
base and 11 percent of gross salary above the social security wage base. The contributions for
each employee (and interest allocated to the employee’s account) are fully and immediately
vested. During the year ended June 30, 1995, the state of Tennessee contributed $47.4 million
(10.1 percent of current covered payroll) to the ORP. The total current covered payroll was
$471.0 million.

A second, now closed, group of University of Tennessee faculty also participates in the Op-
tional Retirement Program with certain supplemental benefits provided by the state of Ten-
nessee. Prior to fiscal year 1978, these supplemental benefits were funded by the university on
a pay-as-you-go basis. The supplemental benefits have since been assumed by the TCRS and
are included in the benefit expenses in the financial statements and in the actuarial calcula-
tions for TCRS. The TCRS is responsible for providing supplemental benefits for the difference
between a calculated hypothetical fixed income annuity and the basic benefit under TCRS.

B. Summary of Significant Accounting Policies and Plan Asset Matters

1. Reporting Entity.
The TCRS 1s included in the State of Tennessee Financial Reporting Entity. Because of the state’s
fiduciary responsibility, the TCRS forms an integral part of the Tennessee primary govern-
ment and as such has been included as a pension trust fund in the Tennessee Comprehensive
Annual Financial Report.

2. Basts of Accounting and Presentation.
The accompanying financial statements have been prepared in conformity with all applicable
Governmental Accounting Standards Board (GASB) pronouncements, as well as applicable
private sector pronouncements issued on or before November 30, 1989. The TCRS uses the
accrual basis of accounting whereby revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred.

3. Cash and Cash Equivalents.

Cash and Cash Equivalents, by definition, includes cash and short-term investments with a
maturity date within three months of the acqusition date. The state’s policy regarding the
definition of Cash and Cash Equivalents includes cash management pools as cash. In addi-
tion, securities in portfolios where the primary purpose is to facilitate the placement of funds
in long-term investments are classified as investments. Cash received by the TCRS that cannot
be invested immediately in secunties 1s invested in the Pooled Investment Fund administered
by the State Treasurer. The Pooled Investment Fund is authorized by state statute to invest
funds in accordance with policy guidelines approved by the State Funding Board. The current
resolution of that board gives the Treasurer authority to invest in collateralized certificates of
deposit in state depositories, prime commercial paper, prime bankers’ acceptances, certain
repurchase agreements, various U.S. Treasury and Agency obligations, limited money market
mutual funds, and in obligations of the state of Tennessee pursuant to Tennessee Code Amno-
tated, Section 9-4-602(b). The Pooled Investment Fund is also authonzed to enter into securities
lending agreements in which US. Government securities may be loaned to brokers for a fee. The
loaned securities are transferred to the borrower by the custodial agent against simultaneous re-
ceipt of collateral securities. The pool'’s custodial credit risk is presented in the Tennessee Com-
prehensive Annual Frmancial Report for the year ended June 30, 1995.

(Continued)

86 Treasurer's Report



Tennessee Consolidated Retirement System
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

4. Method Used to Value Investments.
Equity securities are reported at cost, subject to adjustment for market declines judged to be
other than temporary. Fixed-income securities are reported at amortized cost with discounts
or premiums amortized using the effective interest rate method, subject to adjustment for market
declines judged to be other than temporary. Investment income is recognized as earned. Gains
and losses on sales and exchanges of fixed-income and equity securities are recognized on the
transaction date.

5. Receivables.
Receivables primarily consist of interest which is recorded when eamed. The receivables for
contributions as of June 30, 1995 consist of $36.1 million due from other funds within the state
and $5.7 million due from other governments.

6. Fund Balance.
The Fund Balance consists of two reserves, the Member Reserve and the Employer Reserve.
The Member Reserve represents the accumulation of employee contributions plus interest.
The Emplover Reserve represents the accumulation of employer contributions, investment
income and transfers from the member reserve for retiring members. Benefit payments and
interest credited to the members’ accounts are reductions to the Employer Reserve.

C. Investments

State statute authorizes the TCRS to invest in bonds, debentures, preferred stock and common stock,
and in other good and solvent securities subject to the approval of the Board of Trustees and further
subject to the following restrictions:

a. The total sum invested in common and preferred stocks shall not exceed seventy-five per-
cent (75%) of the total of the funds of the retirement system.

b. The total sum invested in notes and bonds or other fixed income securities exceeding one
year in maturity shall not exceed seventy-five percent (75%) of the total funds of the retire-
ment system.

¢.  Within the restrictions in (a) and (b) above, an amount not to exceed fifteen percent (15%)
of the total of the funds of the retirement system may be invested in securities of the same
kinds, classes, and investment grades as those otherwise eligible for investment in the
following countries: Japan, the United Kingdom, Germany, Switzerland, France, the Neth-
erlands and Australia. Investments are valued at their book value in determining the com-
pliance with these restrictions.

d. The total amount of securities loaned under a securities lending program cannot exceed
thirty percent (30%) of total assets.

TCRS maintains a portfolio of short-term investments in order to actively manage all funds waiting to
be placed in a more permanent investment. These short-term investments may include U .S. Treasuries,
commercial paper, medium-term corporate notes, promissory notes and repurchase agreements.

The TCRS investment securities are categorized on the following page according to the level of credit
risk associated with the custodial arrangements at that time. Category 1 includes investments that are
insured or registered, or for which the securities are held by the TCRS or its agent in the name of the
TCRS. Category 2 includes uninsured and unregistered investments for which the securities are held
by the counterparty's trust department or agent in the name of the TCRS. Category 3 includes unin-
sured and unregistered investments for which the securities are held by the broker or dealer, or by the
counterparty’s trust department or agent, but not in the name of the TCRS.

(Continued)
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Tennessee Consolidated Retirement System
Notes to the Financial Statements, June 30, 1995 and June 30,1994

(Expressed in Thousands) June 30, 1995 June 30, 1954
Book Value Market Value Book Value Market Value

Investments - Category 1:
Short-term Securities:

Commercial Paper $ 74044 S$ 740404 $ 1303526 S 1,300,645
Medium-term Corporate Notes 45,001 44,969 50,000 50,000
U. S. Government Securities 156,626 156,625 191,146 190,416
Repurchase Agreements 26,200 26,200 78,050 78,050

Long-term Investments:
Domeslic Secunties

Government Bonds 2,673,226 2,886,749 2,803,228 2,834,508

Corporalte Bonds 2,981,834 3,049,591 3,043,296 2,977,163

Corporate Stocks 3,416,703 4,061,080 2,796,283 3,103,566

International Securities:

Government Bonds 604,256 643,972 615,971 621,234

Corporate Bonds 319,880 349,482 192,779 201,034

Corporate Stocks 688,125 723,903 627,891 702,046
American Depository

Receipts 53,584 70,257 9,152 20,093

$ 11,707,839 S 12,753,232 $ 11,711,322 $ 12.098,735

Investments - Categories 2 & 3: % 0 S D % 0 % 0

Investments - Not Categorized:
Investments held by broker-dealers
under securities on loan contracts:
Domestic Securities

Government Bonds $ 9%1,43% $ 1009421 $ 341,481 % 331,681
Corporate Bonds 36,275 41,470 86 86
Corporate Stocks 91,689 104,597 4,768 2,819
Internabional Securities
Government Bonds 29,998 39,456 0 0
Corporate Bonds 18,701 18,115 0 0
Corporate Stocks 116,192 117,268 27,166 31,493
Margin Deposit on Futures Contracts:
Domestic Government Bonds 32,486 34,035 2,588 2,504

Unsettled Investment Acquisitions:
Domestic Securities

Corporate Bonds 19,989 19,906 0 0
Corporalte Stocks 214 232 ] 0
Total Investments S 13015819 $ 14,137,732 S 12087411 $ 12467338

The TCRS is authorized to enter into collateralized securities lending agreements whereby TCRS loans
its debt and equity securities for a fee to a select few of the highest quality securities firms and banks.
Loans must be limited so the total amount on loan does not exceed 30 percent of the book value of

(Continued)
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Tennessee Consolidated Retirement System
Notes to the Financial Statements, June 30,1995 and June 30, 1994

TCRS’ assets. The loaned securities are initially collateralized at 102 percent of their market value for
domestic securities and 105 percent for international. Additional collateral is pledged if the aggregate
market value subsequently falls below 100 percent for domestic securities and 105 percent for interna-
tional. TCRS’ custodian bank manages the lending program and maintains the collateral on behalf of
TCRS. At June 30, 1995, the market value of TCRS securities on loan to brokers was $1,324,990,875, and
the market value of collateral pledged for the securities on loan was $1,363,498,001. It is standard
practice to value the securities and collateral on June 30 (using June 29 closing market prices) and
therefore the market value of securities on loan differs from that presented in the above chart which
uses June 30 closing market prices.

The TCRS is a party to financial instruments with off-balance sheet risk used in the normal course of
business to generate earnings and reduce its own exposure to fluctuations in market conditions. The
TCRS is authorized by statute to engage in forward contracts to exchange different currencies at a
specified future date and rate and in domestic stock index futures contracts. These contracts involve
elements of custodial credit and market risk in excess of amounts recognized in the Balance Sheet as of
June 30, 1995. The contractual or notional amounts express the extent of the TCRS’ involvement in
these instruments and do not represent exposure to custodial credit loss. The custodial credit risk on
forward and futures contracts is controlled through limits and monitoring procedures.

The allowable currencies for hedging purposes are limited by policy of the Board of Trustees to the
Pound Sterling, Deutschemarks and Japanese Yen. Forward exchange contracts in effect at June 30,
1995 are summarized as follows:

U.S. Currency
to be Market Value at 6/30/95
Commitments to Deliver Received Upon Delivery to Purchase Foreign

Foreign Currency of Foreign Currency Currency for Delivery
80,000,000  Pound Sterling $ 126,125,500 $ 127,080,859
350,000,000 Deutschemarks 250,461,332 253,478,182
20,000,000,000 Japanese Yen 236,455,103 236,959,100
Total $ 613,041,935 $ 617,518,141

The Currency Gain (Loss) on Sale of Foreign Investments line item on the Statements of Revenues,
Expenses and Changes in Fund Balance includes a net loss on forward contracts in the amount of
$79,531,705.

At June 30, 1995, the notional amount of futures contracts was $410,841,325 at a market value of
$422,946,950. The changes in market value of the outstanding futures contracts are settled daily. The
Net Gain on Sale of Investments line item on the Statements of Revenues, Expenses and Changes in
Fund Balance includes a net gain on futures contracts in the amount of $91,939,897.

The TCRS is also authorized by investment policy to engage in the issuance of options. Activity is
limited to selling covered call options. The TCRS had no options outstanding at June 30, 1995.

D. Funding Status and Progress

The amount shown below as “pension benefit obligation” (PB.O.) is a standardized disclosure mea-
sure 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
measure is the actuarial present value of credited projected benefits and is intended to help users
assess the funding status of the TCRS on a going-concern basis, assess progress made in accumulating
sufficient assets to pay benefits when due, and make comparisons among public employee retirement
systems. The measure is independent of the actuarial funding method used to determine contributions
to the system.

(Continued)
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Notes to the Financial Statements, June 30,1995 and June 30,19%4

The pension benefit obligation was determined as part of an actuarial valuation as of June 30, 1995,
Significant actuarial assumptions used include: (a) a rate of return on investment of present and future
assets of eight percent per year compounded annually, (b) projected salary increases of seven percent
(no explicit assumption is made regarding the portion attributable to the effects of inflation on salaries)
per year compounded annually, (c) a projected six percent annual increase in the social security wage
base, and (d) projected post-retirement benefit increases of three percent of the retiree’s initial benefit.
No actuarial assumptions were changed during the year.

At June 30, 1995, the net assets exceeded the pension benefit obligation by $1.03 billion as follows (in
millions):

Political
State Subdivisions Total
Pension benefit obligation

Retirees and beneficiaries currently

receiving benefits and terminated

employees not yet receiving benefits $ 4,111.0 $ 5605 $ 4,6715
Current employees:

Accumulated employee contributions including

allocated investment ea rmings 1,875.4 361.7 2,237.1
Employer-financed vested 4,636.6 494.5 5131.1
Employer-financed nonvested 74.4 27.5 101.9

Total pension benefit obligation $ 10,697 .4 $ 14442 $ 12,141.6
Net assets available for benefits at cost or

amortized cost (market value is $14,293.5) $ 11,5668 $ 1,604.7 $ 13,1715
Assets in excess of pension benefit obligation $ (869.4) $ (160.5) $ (1,029.9)

E. Contributions Required and Contributions Made

It is the policy of the state to fund pension benefits by actuarially determined contributions which are
intended to provide funding for both the normal liability cost and the unfunded actuarial accrued
liability cost, so that sufficient assets will be available to pay benefits when due. The frozen initial
liability method, a projected benefit cost method, is used to value the plan. Effective June 30, 1995, the
unfunded accrued liability was reestablished. The effect of the reestablishment was to reduce the un-
funded accrued liability from $481.7 mullion to $407.8 million. Effective July 1, 1995, the Board in-
creased the amortization period for $265.0 million of the unfunded accrued liability associated with
the contributory teachers group from 8 to 20 years. The unfunded accrued liability relating to a closed
group of state judges, attorneys general and county officials is amortized over a 20-year period. The
unfunded liability totaling $41.3 million for political subdivisions is being amortized over various pe-
riods depending upon the political subdivision’s participation in TCRS. The unfunded accrued liabil-
ity is amortized using the level-dollar basis. The employer contributions include funding for the cost-
of-living provision and amortization of the accrued liability. The assets of the Employer and Member
Reserves are subtracted from the present value of each member ‘s expected benefit accrual to arrive at
the unfunded accrued liability. The unfunded accrued liability based on the last two biennial actuarial
valuations 1s as follows:

June 30, 1995 June 30, 1993

Present Value of Actuarial Liability

for Active and Retired Accounts $ 14,434,823,163 $ 12,002,984,552
Less Actuarial Valued Assets:

Employer Reserve 11,646,471,385 9,763,269,376

Member Reserve 2,380,534,702 2,041,954,328
Unfunded Liability S 407,817,076 % 197,760,848

(Continued)
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A five percent benefit improvement was effective January 1, 1994. The June 30, 1994 actuarial update
calculated the unfunded actuarial accrued liability at $471.8 million. A restated June 30, 1993 actuarial
valuation assuming the five percent benefit improvement resulted in an increase in the unfunded li-
ability for state employees and teachers of $303.1 million. The June 30, 1993 unfunded actuarial ac-
crued liability restated for the five percent benefit improvement totaled $500.9 million.

For the year ended June 30, 1995, contributions totaling $458.8 million were made in accordance with
contribution requirements determined through an actuarial valuation performed at June 30, 1993. Sig-
nificant actuarial assumptions used to compute contribution requirements are the same as those used
to compute the standardized measure of the pension benefit obligation discussed in Note D. The state
contributed $282.7 million (6.2 percent of current covered payroll) to the plan, and state employees
and teachers contributed $98.4 million (2.2 percent of current covered payroll). Political subdivisions
contributed $49.9 million (1.1 percent of current covered payroll) to the plan, and employees of politi-
cal subdivisions contributed $27.8 million (.6 percent of current covered payroll). These contributions
consisted of (a) $394.8 million normal cost (8.6 percent of current covered payroll) and (b) $64.0 million
amortization of the unfunded accrued liability (1.4 percent of current covered payroll). The total cur-
rent year covered payroll was $4.58 billion.

E Historical Trend Information

Required 10-year historical trend information designed to provide information about the TCRS' progress
made in accumulating sufficient assets to pay benefits when due is presented as required supplemen-
tary information immediately following the Notes to the Financial Statements. Information regarding
the pension benefit obligation is available for nine years.
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Required Supplementary Information

Revenues by Source

Fiscal Member Employer Investment Contributions

Year Contributions Contributions Income For ORP Total
1986 $ 71,692,211 $ 342,879,458 $ 564,296,889 $20,117,735 § 998,986,293
1987 78,729,737 348,514,509 726,663,408 22,994,584 1,176,902,238
1988 83,021,879 373,778,518 573,406,134 19,323,704 [1]  1,049,530,235
1989 89,906,776 336,292,918 549,550,134 0 975,749,828
1990 95,957,377 356,747,403 788,715,719 0 1,241,420,499
1991 100,587,021 285,361,612 752,983,019 0 1,138,931,652
1992 102,603,249 286,988,169 986,220,366 0 1,375,811,784
1993 108,059,208 282,906,665 1,137,466,939 0 1,528,432,812
1994 117,173,260 320,979,877 1,229,683,544 0 1,667,836,681
1995 126,231,517 332,578,144 930,425,055 0 1,389,234,716
Expenses by Type

Fiscal Administrative Contributions

Year Benefits Refunds Expenses to ORP Total
1986 $ 204,645,238 $ 21,301,916 $ 0 $20,117,736 $ 246,064,890
1987 229,300,596 21,750,626 0 22,994,583 274,045,805
1988 243,993,945 17,801,882 0 19,323,704 [1] 281,119,531
1989 258,320,437 20,664,894 0 0 278,985,331
1990 278,174,928 20,561,180 0 0 298,736,108
1991 309,660,795 19,384,713 0 0 329,045,508
1992 334,611,059 20,862,169 0 0 355,473,228
1993 361,225,244 17,141,499 0 0 378,366,743
1994 398,213,491 17,636,340 0 0 415,849,831
1995 443,406,956 20,914,496 6,291,841 |2] 0 470,613,293

Contributions were made in accordance with actuarially determined contribution requirements.

[1] The state’s contributions to the Optional Retirement Plan (ORP) flowed through the TCRS until
Apri 1988, Subsequently, these contributions are remitted directly to the ORP by the higher
education institutions.

[2] Effective July 1994, the administrative expenses for TCRS began being paid from the pension
trust fund. Previously, TCRS administrative expenses were paid from the state’s operating
budget.
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Required Supplementary Information

Analysis of Funding Progress
(In Millions of Dollars)

(1) (2) (3) (4) (3) (6)
Unfunded Unfunded (Assets in
(Assets in Excess of) P.B.O.
Net Assets Pension Percentage Excess of) Annual as percentage of
Fiscal Available Benefit Funded P.B.O. Cavered Covered Payroll
Year for Benefits Obligation (1) /(2) (2) - (1) Payroll (4) 7 (5)
1987 $ 56128 $ 5,820.1 96.4% $ 207.3 $ 2,826.9 7.3%
1988 6,381.2 6,376.1 100.1 (5.1) 3,003.1 (0.2)
1989 7,078.0 7,107.2 99.6 29.2 3,2422 0.9
1990 §,020.6 7,801.3 102.8 (219.3) 3,468.8 (6.3)
1991 8.830.5 8,453.7 104.5 (376.8) 3,648.6 (10.3)
1992 (1] 9.850.9 9,331.7 105.6 (519.2) 3,706.0 (14.0)
1993 [2] 11,0009 9,763.1 112.7 (1,237.8) 3,923.1 (31.6)
1994 (3] 12,2529 10,608.1 115.5 (1,644.8) 4,264.7 (38.6)
1995 (4] 13,1715 12,1416 108.5 (1,029.9) 4,582.6 (22.5)

Analysis of the dollar amounts of net assets available for benefits, pension benefit obligation and
unfunded pension benefit obligation in isolation can be misleading. Expressing the net assets avail-
able for benefits as a percentage of the pension benefit obligation provides one indication of the
TCRS's funding status on a going-concern basis. Analysis of this percentage over time indicates
whether the system is becoming financially stronger or weaker. Generally, the greater the percent-
age, the stronger the system. Trends in unfunded pension benefit obligation and annual covered
payroll are both affected by inflation. Expressing the unfunded pension benefit obligation as a
percentage of annual covered payroll approximately adjusts for the effects of inflation and aids
analysis of the TCRS's progress made in accumulating sufficient assets to pay benefits when due,
Generally, the smaller this percentage, the stronger the system. These analyses are shown only for
the years available. Additional years will be added as data becomes available.

(1] In fiscal year 1992, changes in the benefit provisions resulted in an increase of $66.7 million in
the pension benefit obligation when compared to the pension benefit obligation before the
provision changes.

[2] The 1993 funding percentage of 112.7 percent would have been 107.7 percent had the benefit
provisions adopted during fiscal year 1994 been in effect as of the 1993 valuation date.

[3] Benefit improvement provisions adopted during fiscal year 1994 caused an increase of $450.6
million in the pension benefit obligation. The pension benefit obligation, percentage funded,
unfunded PBO, and unfunded PBO as a percentage of covered payroll reflect liabilities before
the five percent benefit improvement.

[4] The 1995 PBO includes the five percent benefit improvement effective January 1, 1994.
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Actuarial Balance Sheet as of June 30, 1995

Political
Subdivisions State Total
Assets
Present assets creditable to:
Employer Accumulation Fund $1,323,015,055 $10,323.456,330 $11,646,471,385
Members' Fund 384,817,464 1,995,717,238 2,380,534,702
Total Present Assets $1,707,832,519 $12,319,173,568 $ 14,027,006,087
Present value of prospective
contributions payable to:
Employer Accumulation Fund:
Normal $ 331,367,220 $ 2,157,178,470 $ 2,488,545,690
Accrued Liability 41,288,942 366,528,134 407,817,076
Employer Accumulation Fund Total $ 372,656,162 $ 2,523,706,604 § 2,896,362,766
Members' Fund: 216,614,295 1,050,733,090 1,267,347,385
Total Prespective Contributions $ 589,270,457 $ 3,574,439,694 $ 4,163,710,151
Total Assets $2 297,102,976 $15,893,613,262 $18,190,716,238

Liabilities

Present value of prospective benefits

payable on account of:
Present retired members and

contingent annuitants
Present active members
Former members

$ 534,226,106

1,736,596,055
26,280,815

$ 3,958,421,592

11,782,598,930
152,592,740

$ 4,492,647,698

13,519,194,985
178,873,555

Total Liabilities

$2,297,102,976

$ 15,893,613,262

$18,190,716,238
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Deferred Compensation
Independent Auditor’'s Report

STATE OF TENNESSEE

SEETHE S

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-0264

December 21, 1995 PHONE (615) 741-3697

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

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the IRC Section 457 Deferred Compensation Plan as of
June 30, 1995, and June 30, 1994, and the related statement of changes in assets and liabilities for the year ended
June 30, 1995. These financial statements are the responsibility of management. Our responsibility 1s to express
an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the IRC Section 457 Deferred Compensation Plan as of June 30, 1995, and June 30, 1994, and the
changes in assets and liabilities for the year ended June 30, 1995, in conformity with generally accepted
accounting principles.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and
regulations.

Sincerely,

O

Arthur A. Hayes Jr, CPA
Director, Division of State Audit
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IRC Section 457 Deferred Compensation

Comparative Balance Sheets

Assets June 30, 1995 June 30, 1994
Investments Held by Vendors:
AEta $ 28,118,178 $ 26,261,372
American General 998,466 993,998
Calvert Group 324,675 330,012
Fidelity Investments 40,132,431 30,673,490
Great West 5,641,763 5,882,390
Union Planters 14,806,977 13,833,317
Total $ 90,022,490 $ 77,974,579
Recetvables from State Funds for:
AEtna 3 25,667 $ 37,714
American General 5,256 6,067
Calvert Group 1,553 2,026
Fidelity Investments 111,771 107,544
Great West 6,936 9,877
Union Planters 26,624 27,622
Total $ 177,807 $ 190,850
Total Assets $ 90,200,297 S 78,165,429
Liabilities
Amounts Held in Custody for Others $ 90,200,297 $ 78,165,429

See accompanying Notes to the Financial Statements.
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IRC Section 457 Deferred Compensation
Statement of Changes in Assets and Liabilities

Balance Balance
July 1, 1994 Additions Deductions June 30, 1995

Assets
Investments, at Market $ 77,974,579 $ 24,267,609 § 12,219,698 $ 90,022,490
Receivables from

State Funds 190,850 177,807 190,850 177,807
Total Assets S 78,165,429 $ 24445416 S 12,410,548 $ 90,200,297
Liabilities
Amounts Held in

Custody for Others $ 78,165,429 $ 24445416 $ 12,410,548 $ 90,200,297

See accompanying Notes to the Financial Statements.

IRC Section 457 Deferred Compensation
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

The Deferred Compensation Plan is an integral part of the primary government and has been included
in the Tennessee Comprehensive Annual Financial Report as an agency fund.

The state offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The plan, available to all state employees, permits them to defer a portion
of their salary until future years. The deferred compensation is not available to employees until
termination, retirement, death, or unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts, property, or rights are (until paid or made
available to the employee or other beneficiary) solely the property and rights of the state, (without being
restricted to the provisions of benefits under the plan), subject only to the claims of the state’s general
creditors. Participants’ rights under the plan are equal to those of general creditors of the state in an
amount equal to the fair market value of the deferred account for each participant.

It is the opinion of the state’s legal counsel that the state has no legal liability for losses under the plan,
but does have the duty of due care that would be required of an ordinary prudent investor. The state
believes thatitis unlikely thatit will use the assets to satisfy the claims of general creditors in the future.

The deferred compensation investments are not required to be classified into the risk categories
specified by the Governmental Accounting Standards Board Statement No. 3, because the investments
are in pools or mutual funds where the specific securities related to the plan can not be identified.
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Flexible Benefits Plan
Independent Auditor’s Report

STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
December 21, 1995 NASHV'LLE, TENNESSEE 37243-0264
PHONE (615) 741-3697
The Honorable W. R. Snodgrass
Comptroller of the Treasury
State Capitol Building
Nashville, Tennessee 37243

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the Flexible Benefits Plan as of June 30, 1995, and June
30, 1994, and the related statements of revenues, expenditures, and changes in fund balances for the years then
ended. These financial statements are the responsibility of management. Our responsibility is to express an
opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the finan-
cial position of the Flexible Benefits Plan as of June 30, 1995, and June 30, 1994, and the changes in fund
balances for the years then ended in conformity with generally accepted accounting principles.

Qur audits were performed for the purpose of forming an opinion on the financial statements, taken as a whole.
The accompanying supplementary schedule of cash receipts and disbursements following the notes to the
financial statements, is presented for purposes of additional analysis and is not a required part of the financial
statements, Such information has been subjected to the auditing procedures applied in the audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to the financial statements taken
as a whole.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and
regulations.

Sincerely,

(G Ot

Arthur A, Haves Jr., CPA
Director, Division of State Audit
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Flexible Benefits Plan
Comparative Balance Sheets

June 30, 1995 June 30, 1994
Assets
Cash % 6,407 499 $ 5,101,250
Receivable from State Funds 103,234 102,631
Total Assets $ 6,510,733 $ 5,203,881
Liabilities and Fund Balance
Liabilities:
Warrants Payable $ 6,256 $ 2,560
Accounts Payable 88,217 59,350
Dependent Care Deposits 129,923 131,298
Medical Reimbursement Deposits 39,638 101,720
Total Liabilities $ 264,034 § 294928
Fund Balance § 6,246,699 $ 4,908,953
Total Liabilities and Fund Balance $ 6,510,733 $ 5,203,881

See accompanying Notes to the Financial Statements.

Flexible Benefits Plan

Comparative Statements of Revenues, Expenditures and Changes in Fund Balance

For the For the
Year Ended Year Ended
June 30, 1995 June 30, 1994
Revenues:

FICA Savings $ 2,141,935 $ 2,063,220

Flexible Benefit Forfeiture 21,406 26,899
Total Revenue $ 2,163,341 $ 2,090,119
Expenditures:

Administrative Fees $ 233,904 $ 233,807

Employee Benefit Program 74,610 0
Total Expenditure $ 308,514 $ 233,807
Excess of Revenues over Expenditures % 1,854,827 $ 1,856,312
Other Financing Uses:

Operating Transfer to State General Fund (517,081) (462,217)
Excess of Revenues Over Expenditures and Other Uses $ 1,337,746 $ 1,394,095
Fund Balance, July 1 $ 4,508,953 $ 3,514,858
Fund Balance, [une 30 $ 6,246,699 $ 4,908,953

See accompanymg Notes to the Finarcial Statements,
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Flexible Benefits Plan
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

A. Significant Accounting Policies

1.  Reporting Entity
The Employee Flexible Benefit Plan is part of the primary government and has been in-
cluded in the Tennessee Comprehensive Annual Financial Report as an expendable trust fund.

2. Basis of Accounting and Presentation
The accompanying financial statements have been prepared in conformity with generally
accepted accounting principles using the modified accrual basis of accounting. Under this
method, revenues are recorded when they become both measurable and available and ex-
penditures are recognized at the time the fund liabilities are incurred.

3.  Cash

Cash deposited in the Employee Flexible Benefit Plan is pooled with the State Treasurer’s
Pooled Investment Fund. The Pooled Investment Fund, administered by the State Treasurer,
is authorized by stahute to invest funds in accordance with policy guidelines approved by
the State Funding Board. The current resolution of that board gives the Treasurer authority
to invest in collateralized certificates of deposit in state depositories, prime commercial pa-
per, prime bankers’ acceptances, certain repurchase agreements, various U.S. Treasury and
Agency obligations, imited money market mutual funds, and in obligations of the state of
Tennessee pursuant to Tennessee Code Annotated, Section 9-4-602(b). The Pooled Investment
Fund is also authorized to enter into securities lending agreements in which U.S. Govern-
ment securities may be loaned for a fee. The loaned securities are transferred to the bor-
rower by the custodian against simultaneous receipt of collateral securities. The Pool’s cus-
todial credit risk is presented in the Tennessee Comprehensive Annual Financal Report for the
year ended June 30, 1995.

B. Other Accounting Disclosures

1. The state offers its employees a cafeteria plan created in accordance with Internal Revenue
Code Section 125. The plan is available on an optional basis to all state employees. Through
the plan, employees may elect to direct a portion of their salary to pay for certain benefits.
Benefits which may be purchased through the plan include state group medical insurance,
state group dental insurance, out-of-pocket medical expenses and/or dependent care ex-
penses. Because elections must be filed before the salary or the benefits are received and
because salary directed to the plan may not be withdrawn by participants for any other
purpose, salary directed to the plan is exempt from federal income tax and social security
tax. Elections made by employees may not be changed during the calendar plan year except
in the event of a corresponding change in the participant’s family status. Contributions to
the plan not withdrawn by the end of the plan year are forfeited to the state and are used for
funding other employee benefit programs as specified in the state appropriations’ bill.
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Flexible Benefits Plan

Comparative Schedules of Cash Receipts and Disbursements

July 1, 1994

through

June 30, 1995

July 1, 1993

through

June 30, 1994

Cash Balance, July 1 $5,101,250 $3,750,317
Add Cash Receipts:

Plan Deposits $3,000,437 $2,804,938

FICA Savings 2,141 877 2,062,435
Total Cash Receipts $5,142,314 $4,867,373
Deduct Cash Disbursements:

Plan Withdrawals $3,031,347 $2,820,416

Transfer to General Fund 517,081 462,217

Administrative Fees 233,904 233,807

Employee Benefit Program 53,733 0
Total Cash Disbursements $3,836,065 $3,516,440
Cash Balance, June 30 $6,407,499 $5,101,250
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Claims Award Fund
Independent Auditor’s Report

STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
December 21, 1995 NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 741-3697
The Honorable W. R. Snodgrass
Comptroller of the Treasury
State Capitol Building
Nashville, Tennessee 37243

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the Claims Award Fund as of June 30, 1995, and June 30,
1994, and the related statements of revenues, expenses, and changes in fund equity and cash flows for the years
then ended. These financial statements are the responsibility of management. Our responsibility is to express
an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Claims Award Fund as of June 30, 1995, and June 30, 1994, and the results of its operations and
its cash flows for the years then ended in conformity with generally accepted accounting principles.

As discussed in Note B.4 to the financial statements, the Claims Award Fund changed its method of valuing
the actuarially determined claims liability.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and
regulations.

Sincerely,

(2ol

Arthur A. Hayes Jr.,, CTA
Director, Division of State Audit
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Claims Award Fund

Comparative Balance Sheets

June 30, 1995 June 30,1994
Assets
Cash $62,371,028 $69,314,868
Accounts Receivable 55,800 33,397
Total Assets 562,426,828 $69,348,265
Liabilities and Fund Equity
Liabilities:
Warrants Payable 5 146,243 $ 389,622
Checks Payable 336,031 293,210
Accounts Payable 154,038 101,446
Deferred Revenue 0] 152,803
Claims Liability (Notes B.1. and B.4.) 55,013,735 59,768,197
Total Luabilities $55,650,047 $60,705,278
Fund Equity
Retained Earnings $ 6,776,781 $ 8,642,987
Total Liabilities and Fund Equity $62,426,828 $69,348,265

See accompanying Notes to the Financial Statements.

Treasurer's Report 103



Claims Award Fund

Comparative Statements of Revenues, Expenses and Changes in Fund Equity

For the For the
Year Ended Year Ended
June 30, 1995 June 30, 1994
Operating Revenues:
Insurance Premiums $ 10,374,803 $ 1,349,995
Interest Income 4,215,936 2,204,101
Taxes 4,600 5,400
Total Operating Revenues $ 14,595,339 $ 3,559,496
Operating Expenses:
Torts
Death $ 1,310,615 $ 157,500
Bodily Injury 1,846,841 2,907,924
Property Damage 698,954 865,090
Total Torts 5 3,856,410 $ 3,930,514
Workers' Compensation
Death $ 266,552 $ 290470
Medical 6,428,780 6,622,766
Assault Injury 0 2,829
Temporary Disability 1,352,292 1,151,561
Permanent Disability 3,739,301 3,378,642
Total Workers' Compensation $ 11,786,925 5 11,446,268
Employee Property Damage $ 28,305 $ 40,572
Professional / Administrative 5,915,964 5,576,065
Additional Actuarial Liability 4,022,165 9,096,221
Total Operating Expenses $ 25,609,769 $ 30,089,640
Operating Loss $(11,014,430) $(26,530,144)
Operating Transfers from:
General Fund $ 371,597 $ 7.800,000
Highway Fund 0 4,572,700
Special Revenue Fund 0 545,500
Net Loss Before Change in Accounting Principle $(10,642,833) $(13,611,944)
Cumulative Effect of Change in
Accounting Principle (Note B4.) $ 8,776,627 $ 0
Net Loss $ (1,866,206) 5(13,611,944)
Fund Equity, July 1 S 8,642,987 $ 22,254,931
Fund Equity, June 30 $ 6,776,781 $ 8,642,987

See accompanying Notes to the Financial Statements.
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Claims Award Fund

Comparative Statements of Cash Flows

Cash Flows from Operating Activities:
Operating Loss
Adjustments to Reconcile Net Loss to Net

Cash Flows Provided in (Used for) Operating Activities:

For the Year
Ended
June 30, 1995

$(11,014,430)

For the Year
Ended
June 30, 1994

$(26,530,144)

Interest Income (4,215,936) (2,204,101)
Change in Assets and Liabilities:
Increase in Accounts Receivable (22,403) (33,397)
Decrease in Warrants Payable (243,379) (260,781)
Increase in Checks Payable 42,821 97,449
Increase (Decrease) in Accounts Payable 52,592 (24,097)
Decrease in Deferred Revenue (152,803) (1,144,952)
Increase in Claims Liability (Note B.4.) 4,022,165 9,096,221
Total Adjustments $ (516,943) $ 5,526,342
Net Cash Flows Used for Operating Activities $(11,531,373) $(21,003,802)
Cash Flows from Noncapital Financing Activities:
Transfers from:

General Fund § 371,597 $ 7,800,000

Highway Fund 0 4,572,700

Special Revenue Fund 0 545,500
Net Cash Flows Provided by Noncapital Financing Activifies $ 371,597 $ 12,918,200
Cash Flows from Investing Activities:

Interest on Pooled Investment Fund $ 4,215,936 $ 2,204,101
Net Cash Flows Provided by Investing Activities $ 4.215,936 $ 2,204,101
Net Decrease in Cash $ (6,943,840) $ (5,881,501)
Cash at July 1 $ 69,314,868 $ 75,196,369
Cash at June 30 $ 62,371,028 $ 69,314,868

See accompanying Notes to the Financial Statements.
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Claims Award Fund
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

A. Significant Accounting Policies

. Reporting Entity
The Claims Award Fund is part of the primary government and has been included in the
Tennessee Comprehensive Annual Financial Report as an internal service fund.

2. Basis of Accounting and Presentation
The accompanying financial statements have been prepared in conformity with all appli-
cable Governmental Accounting Standards Board (GASB) pronouncements as well as appli-
cable private sector pronouncements issued on or before November 30, 1989. The Claims
Award Fund uses the accrual basis of accounting whereby revenues are recorded when earned
and expenses at the time liabilities are incurred.

3. Cash

Cash deposited in the Claims Award Fund is pooled with the State Treasurer’s Pooled In-
vestment Fund. The Pooled Investment Fund, administered by the State Treasurer, is autho-
rized by statute to invest funds in accordance with policy guidelines approved by the State
Funding Board. The current resolution of that board gives the Treasurer authonty to invest
in collateralized certificates of deposit in state depositories, prime commercial paper, prime
bankers’ acceptances, certain repurchase agreements, various U.S. Treasury and Agency ob-
ligations, limited money market mutual funds, and in obligations of the state of Tennessee
pursuant to Tennessee Code Annotated, Section 9-4-602(b). The Pooled Investment Fund is
also authorized to enter into securities lending agreements in which U.S, Government secu-
rities may be loaned for a fee. The loaned securities are transferred to the borrower by the
custodian against simultaneous receipt of collateral securities. The Pool’s custodial credit
risk is presented in the Tennessee Comprehensive Annual Financial Report for the year ended
June 30, 1995,

B. Other Accounting Disclosures

1. Risk Management
It is the policy of the state not to purchase commercial insurance for the risks of losses for
general liability, automobile liability, professional malpractice, and workers’ compensation.
The state management believes it is more economical to manage these risks internally and
set aside assets for claim settlement in its internal service fund, the Claims Award Fund
(CAF).

CAF services claims for risk of loss to which the state is exposed including general liability,
automobile liability, professional malpractice, and workers’ compensation. All agencies and
authorities of the state participate in CAF, except for the Board of Professional Responsibil-
ity, The Dairy Promotion Board, and TN 200. CAF allocates the cost of providing claims
servicing and claims payment by charging a premium to each agency based on a percentage
of each organization’s expected loss costs which include both experience and exposures.
This charge considers recent trends in actual claims experience of the state as a whole. An
actuarial valuation is performed as of each fiscal year end to determine the fund hability and
premium allocation.
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Claims Award Fund
Notes to the Financial Statements, June 30,1995 and June 30, 1994

CAF liabilities are reported when it is probable that a loss has occurred and the amount of
that loss can be reasonably estimated. Liabilities include an amount for claims that have
been incurred but not reported. Because actual claims liabilities depend on such complex
factors as inflaton, changes in legal doctrines, and damage awards, the process used in com-
puting claims liability does not necessarily result in an exact amount. Claims liabilities are
reevaluated annually to take into consideration recently settled claims, the frequency of claims,
and other economic and social factors. At June 30, 1995 the amount of these liabilities was
$55,013,735. Changes in the balances of claims liabilities during fiscal years 1994 and 1995
were as follows:

Current Year

Beginning Claims and Change in Balance at
of Fiscal Year ~ Changesin Claim Accounting Fiscal
Liability Estimates Payments Principle Year End
1993-1994 $ 50,671,976 $ 24,513,575 $ (15,417,354) $ 0 $ 59,768,197
1994-1995 § 59,768,197 $ 19,693,805 & (15,671.640) $ (8,776,627) $ 55,013,735

At June 30, 1995, CAF held $62.3 million in cash designated for payment of these claims.

2. The total premium recommended by the actuary for fiscal year 1995 totaled $28,163,600. Of
this amount, $10,222,000 was from agency premiums, $371,597 from state appropriation,
$152,803 from deferred revenue, and fund equity, along with a change in accounting prin-
ciple, contributed the remaining requirement.

3. During fiscal years 1990 and 1991 a total of $23.6 million was transferred from the Claims
Award Fund. In an effort to return the funds to the Claims Award Fund, the state appropri-
ated $18,919,600 in fiscal year 1993, $12,918,200 in fiscal year 1994, and $371,597 in fiscal year
1995. The funds were originally recognized as revenue at the time the premiums were col-
lected. The transfers during fiscal years 1990 and 1991 were recorded as Operating Transfers
to the State’s General Fund. The return transfers in fiscal years 1993, 1994, and 1995 were
recorded as Operating Transfers from the State’s General Fund, Highway Fund, and Special
Revenue Fund.

In addition to the state payback of transferred funds, a reserve was established in 1992 to
offset the liability of the fund to non-appropriation funding sources, which includes the fed-
eral government. Of the $5,497,455 established as deferred revenue in fiscal year 1992,
$4,199,700 was recognized as revenue in fiscal year 1993 and $1,144,952 was recognized in
fiscal year 1994. The remaining $152,803 was recognized in fiscal year 1995.

4. Change in Accounting Principle
Beginning July 1, 1994, the state began discounting the required rescrves (claims liability) to
take into consideration the time value of money. A discount factor of 6% was utilized. The
cumulative effect of the change was determined by comparing the undiscounted value of
the liability to the discounted value at June 30, 1994, $59,768,197 and $50,991,570, respec-
tively.
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Criminal Injuries Compensation Fund
Independent Auditor’s Report

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
December 21, 1995 NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 741-3697
The Honorable W. R. Snodgrass
Comptroller of the Treasury
State Capitol Building
Nashville, Tennessee 37243

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the Criminal Injuries Compensation Fund as of June 30,
1995, and June 30, 1994, and the related statements of revenues, expenditures, and changes in fund balances
tor the years then ended. These financial statements are the responsibility of management. Our responsibility
1S to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Criminal Injuries Compensation Fund as of June 30, 1995, and June 30, 1994, and the changes
in tund balances for the years then ended in conformity with generally accepted accounting principles.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and

regulations.

Sincerely,

(20

Arthur A, Hayes |r,, CPA
Director, Division of State Audit
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Criminal Injuries Compensation Fund

Comparative Balance Sheets

June 30, 1995 June 30, 1994
Assets
Cash $36,035,884 $29,939,151
Accounts Receivable 578,330 582,581
Total Assets $36,614,214 $30,521,732

Liabilities and Fund Balance

Liabilities:
Warrants Payable $ 586,102 $ 593,895
Accounts Payable 0 103,674
Claims Liability 9,245,753 6,522,589
Total Liabilities $ 9,831,855 $ 7,220,158
Fund Balance
Reserved for Future Benefits $25,536,315 $22,133,057
Reserved for Victims of Drunk Drivers 1,246,044 1,168,517
Total Fund Balance $26,782,359 $23,301,574
Total Liabilities and Fund Balance $36,614,214 $30,521,732

See accompanying Notes to the Financial Statements.
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Criminal Injuries Compensation Fund
Comparative Statements of Revenues, Expenditures and Changes in Fund Balance

For the For the
Year Ended Year Ended
June 30, 1995 June 30, 1994
Revenues:
State
Taxes $ 7,129,014 $ 6,460,789
Fines 1,686,340 1,494,699
Federal 1,987,000 6,374,000
Interest Income 1,650,931 863,907
Total Revenues $12,453,285 $15,193,395
Expenditures:

Claim Payments $ 8,972,500 $ 8,971,772
Excess of Revenues Over Expenditures $ 3,480,785 $ 6,221,623
Fund Balance, July 1 $23,301,574 $17,079,951
Fund Balance, June 30 $26,782,359 $23,301,574

See accompanying Notes to the Financial Statements.
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Criminal Injuries Compensation Fund

Notes to the Financial Statements, June 30,1995 and June 30,1994

A. Significant Accounting Policies

2 8

(2]

Reporting Entity
The Criminal Injuries Compensation Fund is part of the primary government and has been
included in the Tennessee Comprehensive Annual Fimancial Report as a special revenue fund.

Basis of Accounting and Presentation

The accompanying financial statements have been prepared in conformity with generally
accepted accounting principles using the modified accrual basis of accounting. Under this
method, revenues are recorded when they become both measurable and available and ex-
penditures are recognized at the time the fund liabilities are incurred.

Cash

Cash deposited in the Criminal Injuries Compensation Fund is pooled with the State
Treasurer 's Pooled Investment Fund. The Pooled Investment Fund, administered by the State
Treasurer, is authorized by statute to invest funds in accordance with policy guidelines ap-
proved by the State Funding Board. The current resolution of that board gives the Treasurer
authority to invest in collateralized certificates of deposit in state depositories, prime com-
mercial paper, prime bankers” acceptances, certain repurchase agreements, various U .S. Trea-
sury and Agency obligations, limited money market mutual funds, and in obligations of the
state of Tennessee pursuant to Tennessee Code Annotated, Section 9-4-602(b). The Pooled In-
vestment Fund is also authorized to enter into securities lending agreements in which U.S.
Government securities may be loaned for a fee. The loaned securities are transferred to the
borrower by the custodian against simultaneous receipt of collateral securities. The Pool’s
custodial credit nisk is presented in the Tennessee Comprehensive Annual Financial Report for
the year ended June 30, 1995.

B. Other Accounting Disclosures

1.

Criminal Injuries Compensation Program

The Criminal Injuries Compensation Program (CIC) is funded through privilege taxes as-
sessed in courts against certain criminal defendants upon conviction, fees levied against pa-
rolees, probationers and employed releases, the proceeds from sales of illegal contraband
and bond forfeitures in felony cases, and a federal grant. Payments made under the CIC
program are intended to defray the costs of medical services, loss of earnings, burial costs,
and other pecuniary losses to either the victim of a crime or to the dependents of deceased
victims.

According to state statute, the CIC program can only compensate victims to the extent funds
are available within the program. State funds cannot be utilized for claim payments.

Beginning July 1, 1992, the Victims of Drunk Drivers Compensation Fund (VDDC) became a
part of the Criminal Injuries Compensation Fund. As a requirement of the CIC and VDDC
combination, a reserve is established annually for an amount equal to three times the awards
paid for VDDC during the fiscal vear. Chapter 761 of the Public Acts of 1992 discusses the
fund combination as well as the VDDC reserve requirement.
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Chairs of Excellence
Independent Auditor’s Report

STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING

December 21. 1995 NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 741-3697

The Honorable W. R. Snodgrass
Comptroller of the Treasury

State Capitol Building
Nashville, Tennessee 37243

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the Chairs of Excellence as of June 30, 1995, and June 30,
1994, and the related statements of revenues, expenses, and changes in fund balances and cash flows for the
years then ended. These financial statements are the responsibility of management. Our responsibility is to
express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Chairs of Excellence as of June 30, 1995, and June 30, 1994, and the results of its operations and
its cash flows for the years then ended in conformity with generally accepted accounting principles.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and

regulations.

Sincerely,

(2 ey

Arthur A. Hayes Jr, CPA
Director, Division of State Audit
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Chairs of Excellence

Comparative Balance Sheets

June 30, 1995 June 30, 1994
Assets
Investments:
Short-term Securities (Amortized Cost) $ 14,306,847 $ 20,159,608
Domestic Securities
Government Bonds (Amortized Cost) 51,169,373 34,448,042
Corporate Bonds (Amortized Cost) 38,176,206 57,297,216
Corporate Stocks (Cost) 22,887,492 16,493,571
Securities on Loan
Government Bonds (Amortized Cost) 0 516,799
Corporate Stocks (Cost) 1,829,439 0
International Securities
Government Bonds (Amortized Cost) 3,121,786 3,477,166
Corporate Bonds (Amortized Cost) 8,044,881 2,279,499
Corporate Stocks (Cost) 410,659 287,161
Securities on Loan
Government Bonds (Amortized Cost) 0 414,203
Total Investments $ 139,946,683 $ 135,373,265
Receivables:
Due From Colleges and Universities S 200,000 $ 263,000
Investment Income Receivable 1,632,942 1,898,239
Total Receivables $ 1,832,942 $ 2,161,239
Total Assets $ 141,779,625 $ 137,534,504
Liabilities and Fund Balance
Liabilities:
Due to Colleges and Universities $ 1,409,461 $ 1,639,660
Due to the Academic Scholars Fund 3,646,986 3,783,237
Due to State General Fund 23,358 27325
Total Liabilities $ 5,079,805 $ 5450222
Fund Balance:
Endowment Reserve S 93,666,878 $ 91,104,469
Special Reserve 4,078,532 2,900,118
Restricted Reserve 38,954,410 38,079,695
Total Fund Balance § 136,699,820 $ 132,084,282
Total Liabilities and Fund Balance $ 141,779,625 $ 137,534,504

See accompanying Notes to the Financial Statements.
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Chairs of Excellence

Comparative Statements of Revenues, Expenses and Changes in Fund Balance

For the Year For the Year
Ended Ended

June 30, 1995 June 30, 1994
Operating Revenues:
Investment Income $ 7,794,730 $ 11,484,501
Contributions from Private Sources 2,562,409 1,649,467
Total Operating Revenues $ 10,357,139 $ 13,133,968
Operating Expenses:
Payments to the University of Tennessee $ 2,897,401 $ 3,302,881
Payments to the Tennessee Board of Regents 2,733,473 2,791,415
Administrative Cost 110,727 106,740
Total Operating Expenses $ 5,741,601 $ 6,201,036
Net Income $ 4,615,538 $ 6,932,932
Fund Balance, July 1 $132,084,282 $125,151,350
Fund Balance, June 30 $136,699,820 $132,084,282

See accompanying Notes to the Financial Statements
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Chairs of Excellence
Comparative Statements of Cash Flows

For the Year For the Year
Ended Ended
June 30, 1995 June 30, 1994

Cash Flows from Operating Activities:
Operating Income § 4,615,538 § 6,932,932
Adjustments to Reconcile Operating Income to
Net Cash Flows Used for Operating Activities:

Investment Income (8,488,656) (12,150,667)
Net (Discount) Premium Amortization 456,987 405,605
Interest Paid to the Academic Scholars Fund 236,939 260,561
Change in Assets and Liabilities:
Decrease in Interfund Receivables 63,000 83,000
Decrease in Interfund Payables (370,417) (75,882)
Net Cash Flows Used for Operating Activities S (3.486,609) $ (4,544,451)
Cash Flows from Investing Activities:
Investment Income Received $ 9,283,385 $ 8,360,237
Proceeds from Sales and Maturities of Investments 177,638,511 157,128,895
Purchase of Investments (183,198,348) (160,684,120)
Interest Paid to the Academic Scholars Fund (236,939) (260,561)
Net Cash Flows Provided by Investing Activities $§ 3,486,609 $ 4,544 451
Net Increase/Decrease in Cash 3 0 S 0
Cash at July 1 5 0 S 0
Cash at June 30 $ 0 $ 0

Noncash Investing, Capital and Financing Activities:

At June 30, 1994 and at June 30, 1995, the Chairs of Excellence Trust had no unsettled investment
purchases or unsettled investment sales.

See accompanying Notes to the Financial Statements.
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Chairs of Excellence
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

A. Significant Accounting Policies

1. Reporting Enhity.
The Chairs of Excellence (COE) Trust forms an integral part of the primary government and
has been included as a non-expendable trust fund in the Tennessee Comprehensive Annual
Financial Report.

!‘d

Basis of Accounting and Presentation.

The accompanying financial statements have been prepared in conformity with all appli-
cable Governmental Accounting Standards Board (GASB) pronouncements as well as appli-
cable private sector pronouncements issued on or before November 30, 1989. The COE Trust
uses the accrual basis of accounting whereby revenues are recorded when earned and ex-
penses are recorded at the time liabilihes are incurred.

3.  Cash and Cash Equivalents.
Cash and Cash Equivalents, by definition, includes cash and short-term investments with a
maturity date within three months of the acquisition date. The state’s policy regarding the
defirution of Cash and Cash Equivalents includes cash management pools as cash. In addi-
tion, securities in portfolios where the primary purpose is to facilitate the placement of funds
in long-term investments are classified as investments.

Cash received by the Chairs of Excellence Trust that cannot be immediately invested in secu-
rities is invested in the Pooled Investment Fund administered by the State Treasurer. The
Pooled Investment Fund 1s authorized by state statute to invest funds in accordance with
policy guidelines approved by the State Funding Board. The current resolution of that board
gives the Treasurer authority to invest in collateralized certificates of deposit in state deposi-
tories, prime commercial paper, prime bankers’ acceptances, certain repurchase agreements,
various U.S, Treasury and Agency obligations, limited money market mutual funds, and in
obligations of the state of Tennessee pursuant to Tennessee Code Annotated, Section 9-4-
602(b). The Pooled Investment Fund is also authorized to enter into securities lending agree-
ments in which U.S. Government securities may be loaned to brokers for a fee. The loaned
securities are transferred to the borrower by the custodian agent against simultaneous re-
ceipt of collateral securities. The pool’s custodial credit risk is presented in the Tennessee
Comprehensive Annual Financial Report for the year ended June 30, 1995.

4. Method Used to Value Investments,
Equity securities are reported at cost subject to adjustment for market declines judged to be
other than temporary. Fixed-income securities are reported at amortized cost with discounts
or premiums amortized using the effective interest rate method, subject to adjustment for
market declines judged to be other than temporary. Investment income is recognized as
earned. Gains and losses on sales and exchanges of fixed income and equity securities are
recognized on the transaction date.

n

Fund Balance.

The Endowment Reserve consists of funds provided by contributions from the state, col-
leges and universities and private sources. Income earned on the COE Trust is distributed
between two reserve accounts: Special Reserve and Restricted Reserve. The Special Reserve
consists of income earned on the fixed investments which was not expended by the schools
during the year it was earned. At the discretion of the COE Trust Board, this reserve may be
used for future payments when current earmings do not meet current needs. The Restricted
Reserve is nonexpendable and consists of income earmed on equity investments and profit and
loss from both fixed and equity investments. This income becomes part of the Trust corpus.

{Continued)
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Chairs of Excellence
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

B. Investments

The investment policy of the Chairs of Excellence Trust requires that not less than 80 percent of
the total trust corpus (based on book value) be invested in debt securities. The remaining funds
may be invested in equity securities including domestic and foreign common stocks, preferred
stocks and convertible bonds. Income from equity investments, including realized capital gains,
may be reinvested in additional equity investments, however, the total equity investments may
not exceed 25 percent of the total trust’s book value.

The classification of Short-term Securities includes funds invested in a portfolio of short-term
investments maintained by the Tennessee Consolidated Retirement System. These short-term in-
vestments may include U.S. Treasuries, commercial paper, medium-term corporate notes, prom-
issory notes and repurchase agreements.

The Chairs of Excellence Trust investment securities in the following chart are categorized ac-
cording to the level of custodial credit risk associated with the custodial arrangements at that
time. Category 1 includes investments that are insured or registered, or for which securities are
held by the Chairs of Excellence Trust or its agent in the name of the COE Trust. Category 2
includes uninsured and unregistered investments for which the securities are held by the
counterparty’s trust department or agent in the name of the Chairs of Excellence Trust. Category
3 includes uninsured and unregistered investments for which the securities are held by the
counterparty’s trust department or agent but not in the name of the Chairs of Excellence Trust.

June 30, 1995 June 30, 1994
Book Value Market Value Book Value Market Value

Investments - Category 1
Short-term Securities:
Commercial Paper $ 14,306,847 S 14306847 § 20,159,608 $ 20,159,608
Long-term Investments:
Domestic Securities

Government Bonds 51,169,373 53,994 891 34,448,042 34,313,232
Corporate Bonds 38,176,206 38,880,902 57,297,216 56,593,986
Corporate Stock 22,887 492 26,348,913 16,493,571 16,655,821
International Securities:

Government Bonds 3,121,786 3,262,110 3,477,166 3,498,251
Corporate Bonds 8,044,881 8,081,120 2,279,499 2,310,341
Corporate Stock 410,659 390,875 287,161 296,500

$ 138,117,244 S 145265,658 $134,442263 $133,827,739

Investments - Categortes 2 & 3: $ 0 % 0 § 0 % 0

Investments - Not Categorized:
Investments held by broker-dealers
under securities on loan contracts:
Domestic Securities

Government Bonds $ 0 % 0 3 516,799 § 544,375
Corporate Stock 1,829,439 2,057,838 0 0
International Securities
Government Bonds 0 0 414,203 418,333
Total Investments $139,946,683 $147,32349%9%  $135,373,260 $ 134,790,447
(Continued)
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Chairs of Excellence
Notes to the Financial Statements, June 30, 1995 and June 30, 1994

The COE Trust 1s authorized to enter into collateralized securities lending agreements whereby
the Trust loans its debt and equity securities for a fee to a select few of the highest quality securi-
ties firms and banks. Loans must be limited so the total amount on loan does not exceed 30 per-
cent of the book value of the Trust assets. The loaned securities are collateralized at 102 percent of
their market value for domestic securities and 105 percent for international. Additional collateral
is pledged if the aggregate market value subsequently falls below 100 percent for domestic secu-
rities and 105 percent for international. The Trust's custodian bank manages the lending program
and mamtains the collateral on behalf of the COE Trust. At June 30, 1995, the market value of COE
securities on loan to brokers was $2,066,822, and the market value of collateral pledged for the
securities on loan was $2,108,156. It is standard practice to value the securities and collateral on
June 30 (using June 29 closing market prices) and therefore, the market value of securities on loan
differs from that presented in the above chart which uses June 30 closing market prices.

C.  Other Accounting Disclosures

1. Chairs of Excellence Endowment Trust,

The Chairs of Excellence Trust is a nonexpendable trust fund authorized by the 94th General
Assembly to further the cause of education in Tennessee. The Trust is set up into two general
accounts which equally divide any state appropriations: one for the University of Tennessee
and one for the Tennessee Board of Regents. As each Chair is designated, a portion of the
appropriation is transferred to a sub-account for that Chair. The awarding school must pro-
vide matching contributions, of which at least 50 percent of the funds are from private con-
tributions.

As of June 30, 1995, 92 Chairs have been established with matching contributions received
totaling $49,666,878. This is an increase of 6 Chairs and $2,562,409 since June 30, 1994. Total
contributions to the COE Trust totaled $93,666,878 as of June 30, 1995. This includes $44,000,000
from the State, $10,321,300 from Colleges and Universities, and $39,345,578 from private
contributions.

2. Funds from the Academic Scholars Fund are combined with the Chairs of Excellence Trust
for investment purposes only. The Academic Scholars Fund general account receives only
the income earned on its principal and does not receive any COE state contributions or ap-
propriations. These funds are invested in fixed income securities.
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Independent Auditor’s Report

STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 741-3697

December 21, 1995

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

Dear Mr. Snodgrass:

We have audited the accompanying balance sheets of the Bond Refunding Trust as of June 30, 1995, and June
30, 1994, and the related statement of changes in assets and habilities for the year ended June 30, 1995. These
financial statements are the responsibility of management. Our responsibility is to express an opinion on these
financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Bond Refunding Trust as of June 30, 1995, and June 30, 1994, and the changes in assets and
liabilities for the vear ended June 30, 1995, in conformity with generally accepted accounting principles.

In accordance with generally accepted government auditing standards, we have also issued reports dated
December 21, 1995, on our consideration of the internal control structure and on compliance with laws and

regulations

Sincerely,

R O

Arthur A. Hayes Jr., CPA
Director, Division of State Audit
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Comparative Balance Sheets

June 30, 1995 June 30, 1994
Assets
Cash $ 93,012 5 86,905
Investments (amortized cost) 124,538 38,234,256
Accrued Interest Receivable 0 1,378,056
Total Assets $ 217,550 $ 39,699,217
Liabilities
Amounts Held in Custody for Others $ 217,550 $ 39,699,217
See accompanying Naoles to the Financial Statements.
Bond Refunding
Statement of Changes in Assets and Liabilities

Balance Balance
June 30,1994 Additions Deductions June 30, 1995

Assets
Cash 9 86,905 $41,185,062 $41.178955 & 93,012
Investments 38,234,256 8,777 38,118,495 124,538
Accrued Interest Receivable 1,378,056 0 1,378,056 0
Total Assets $39,699,217 $41,193,839 $80,675506 S 217,550
Liabilities
Amounts Held in Custody for Others  $ 39,699,217 § 0 $39481667 % 217,550

See accompanying Noles to the Financial Statements.
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Notes to the Financial Statements, June 30, 1995 and June 30, 1994

The Bond Refunding Fund forms an integral part of the primary government and has been included as
an agency fund in the Tennessee Comprehensive Annual Financial Report.

The State Treasurer is a trustee for the Tennessee Local Development Authonty (the Authornity). In
January 1987, the Authority issued refunding bonds of $39,206,000 to refund $36,666,000 of the 1985
Series A bonds maturing on and after March 1, 1995. In July 1993, the Authority issued refunding
bonds of $34,250,000 to refund $32,471,000 of the 1987 Series A refunding bonds. The refunding bonds
were issued to take advantage of lower interest rates. The proceeds resulting from the advance
refundings were held by the trustee in an irrevocable trust to provide for the debt service payments
and call premiums at the redemption dates. In March 1995, the 1985 Series A bonds were redeemed. In
1987, an irrevocable trust fund was established to provide for the payment of the remaining outstand-
ing State Loan Program revenue bonds issued in 1985 to refinance loans to Johnson City, Tennessee.

Cash held by the trustee is pooled with the Pooled Investment Fund administered by the State Trea-
surer. The Pooled Investment Fund is authorized by state statute to invest in accordance with policy
guidelines approved by the State Funding Board. The current resolution of the Funding Board gives
the Treasurer authority to invest in collateralized certificates of deposit in state depositories, prime
commercial paper, prime bankers" acceptances, certain repurchase agreements, various U.S. Treasury
and Agency obligations, limited money market mutual funds, and in obligations of the state of Termes-
see pursuant to Tennessee Code Annotated, Section 9-4-602(b). The Pooled Investment Fund is also au-
thorized to enter into securities lending agreements in which U.S. Government Securities may be loaned
for a fee. The loaned securities are transferred to the borrower by the custodian agent against simulta-
neous receipt of collateral securities. The pool’s custodial credit risk is presented in the Tennessee Com-
prehensive Annual Financial Report for the year ended June 30, 1995.

The investments held by the trustee at year-end are shown below. The trust is restricted by the
Authority’s Bond Resolution to investing in direct general obligations of, or obligations the payment
of the principal and interest of which are unconditionally guaranteed by, the United States of America,
which are non-callable at the option of the issuer. All securities are held in the state’s account in the
Federal Reserve Bank.

L.S. Government Securities

Carrying Amount Market Value
$124,538 $124,538
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The Tennessee Department of Treasury operates all programs and activities free from
discnimination on the basis of sex. race, or any other classification protected by federal or
Tennessee state law. Individyals with disabilities who may require an alternative communica-
tion format for this or other Treasury Department publications, please contact the Treasury
ADA coordinator at 615-741-4985.
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