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MEMORANDUM
UNIVERSITY OF SOUTH ALABAMA

May 27, 2008
TO: USA Board of Trustees
FROM: Bettye R. Maye 4%

Secretary, USA Board of Trustees

Enclosed are the unapproved minutes for the March 13, 2008, meeting of the USA Board of
Trustees. Please review them for amendment or approval during the June 5 meeting of the Board.

BRM:mgc

Enclosure
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UNIVERSITY OF SOUTH ALABAMA
BOARD OF TRUSTEES MEETING

March 13, 2008
10:00 a.m.

A meeting of the University of South Alabama Board of Trustees was duly convened by
Dr. Steven H. Stokes, Chair Pro Tempore, on Thursday, March 13, 2008, at 10:00 a.m. in the Board
Room of the Frederick P. Whiddon Administration Building.

Members Present: Trustees Steven Furr, Samuel Jones, Donald Langham, Bettye Maye,
Christie Miree, Arlene Mitchell, Bryant Mixon, James Nix, John Peek,
Steven Stokes, Larry Striplin, and James Yance.

Members Absent: Trustees Scott Charlton, J. L. Chestnut, Cecil Gardner, Joseph Morton,

and Bob Riley.
Administration President Gordon Moulton; Drs. Michael Boyd, Joseph Busta, Pat Covey,
and Others: Becky Devillier, Lamar Duffy (COM Alumni Assn.), Ron Franks,

Michael Jacobs, Russ Lea, Carl Moore, Robert Moore, John Sachs
(Faculty Senate), Robert Shearer, John Smith, and David Stearns;
Messrs. Terry Albano, Ken Davis, Wayne Davis, Stan Hammack,
Norman Pitman, and Tommy Zoghby (USA National Alumni Assn.); and
Mss. Vicki Tate (Faculty Senate) and Jean Tucker.

Press: Mr. George Altman (Press-Register).

Upon the call to order, Chairman Stokes called for adoption of the revised agenda. On motion by
Mayor Nix, seconded by Dr. Furr, the revised agenda was unanimously approved.

Chairman Stokes called for consideration of ITEM 1, the minutes of the December 6, 2007, meeting
of the Board of Trustees, as well as the minutes of the December 5, 2007, Committee of the Whole
meeting. On motion by Ms. Miree, seconded by Ms. Maye, the minutes were unanimously adopted.

President Moulton presented ITEM 2, the President’s Report. He recognized Ms. Vicki Tate and
Dr. John Sachs of the Faculty Senate, and introduced Mr. Tommy Zoghby, Vice President of the
USA National Alumni Association and new member of the USA Foundation Board of Directors.
He welcomed Drs. Lamar Duffy, President of the Medical Alumni Association, and John Smith,

Vice President for Student Affairs.

President Moulton welcomed Dr. Carl Moore, Dean of the Mitchell College of Business. He
announced that the University’s annual Spring Concert would take place on March 27. He provided
an update about the EADS/Northrup Grumman contract, saying that USA had been actively engaged
with the city, county, and state during the bid process. He discussed the proposed new building for
the College of Engineering, a project that has received federal funding through the efforts of U.S.
Senator Richard Shelby. A detailed outline of direct appropriations was distributed, showing a total



USA Board of Trustees
Page 2
March 13, 2008

of $155 million in federal appropriations since 1998, including $40 million for the engineering
building and $43 million for the Mitchell Cancer Institute. President Moulton thanked the
congressional delegation for its support of the University of South Alabama.

President Moulton reported that USA hosted the Sun Belt Conference Basketball Tournament in
February. The final game was broadcast on ESPN. Video clips were shown of the Distinguished
Alumni and Service Awards Program; Homecoming, at which head football coach Joey Jones and
family were introduced; and the Bell Tower and Alumni Plaza groundbreaking ceremony on
February 15 and 16. President Moulton thanked Mr. Yance for serving on the Search Committee
for the Head Football Coach, as well as Mr. Joe Gottfried for his tireless efforts throughout the
search process. Mr. Gottfried expressed appreciation to the Board for their leadership, and
introduced Coach Jones. He conveyed appreciation for the opportunity to serve as USA’s first head

football coach.

Mr. Gottfried introduced Basketball Coach Ronnie Arrow, and provided highlights of a successful
season, noting a 26 - 6 record. He added that Coach Arrow had been named the Sun Belt
Conference’s Coach of the Year. President Moulton read aloud ITEM 1.A as follows. On motion
by Mr. Striplin, seconded by Ms. Mitchell, the resolution was unanimously approved. Coach Arrow
expressed gratitude for the recognition and said that the team’s accomplishments were a reflection
of the community and the leadership at USA. He invited guests to campus on Sunday, March 16,
to watch the NCAA Tournament broadcast for wildcard team selection:

RESOLUTION
COMMENDATION OF COACH RONNIE ARROW AND THE JAGUAR MEN'S BASKETBALL TEAM

WHEREAS, the USA Men’s Head Basketball Coach Ronnie Arrow has guided the USA Jaguars to one of its best
seasons in history with an overall record of 26-6, including the Sun Belt Conference’s best regular season record of 25-5,

and

WHEREAS, the Sun Belt Conference has named Coach Arrow Coach of the Year for the third time, and

WHEREAS, four Jaguar players — Demetric Bennett (first team), Daon Merritt (second team), Brandon Davis and
Domonic Tilford (third team) — have been awarded All Conference honors for their outstanding performances during the

2007-2008 season,

THEREFORE, BE IT RESOLVED, that the Board of Trustees commends Coach Ronnie Arrow and the USA Jaguars
men’s basketball team for these outstanding achievements.

Dr. Stokes called for a report of the Long-Range Planning Committee. Mayor Jones, Committee
Chair, called upon Dr. Shearer to address. Dr. Shearer presented ITEM 3 as follows (refer to
APPENDIX A for copies of policies and other authorized documentation). He referenced the report
entitled University of South Alabama Long-Range Planning Goals and Objectives (2008-2013) and
discussed the University’s ongoing planning and assessment process. He said conducting an
exhaustive study allows the University to be in compliance with entities and bodies to which it is
accountable and for the purpose of continuous improvement. On motion by Mr. Langham, seconded
by Sheriff Mixon, the resolution was unanimously approved:
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RESOLUTION
UNIVERSITY OF SOUTH ALABAMA LONG-RANGE PLANNING GOALS AND OBJECTIVES (2008 - 2013)

WHEREAS, in 2003 the University of South Alabama adopted long-range institutional goals and objectives for
the period 2003-2008, and

WHEREAS, as a matter of continuous assessment and improvement, the University mission statement and
overarching institutional goals and objectives have been reviewed and revised to address future challenges and

opportunities,

NOW, THEREFORE BE IT RESOLVED, the Board of Trustees adopts the attached long-range planning report
entitled University of South Alabama: Long-Range Planning Goals and Objectives (2008 — 2013).

Chairman Stokes called for consideration of health affairs items. Dr. Furr, Chair of the Health
Affairs Committee, moved for the approval of ITEM 4 as follows. Ms. Mitchell seconded and the

resolution was unanimously approved:

RESOLUTION
USA HOSPITALS MEDICAL STAFF APPOINTMENTS AND REAPPOINTMENTS FOR NOVEMBER AND DECEMBER 2007, JANUARY 2008,
AND JANUARY 28, 2008

WHEREAS, the Medical Staff appointments and reappointments for November and December 2007, January
2008, and January 28, 2008, for the University of South Alabama Hospitals are recommended for approval by the Medical
Executive Committees of the University of South Alabama Hospitals,

THEREFORE, BE IT RESOLVED, that the appointments and reappointments be approved as submitted.

Mr. Hammack presented ITEM 5 as follows. A visual rendering of the proposed expansion of USA
Children’s and Women’s Hospital was shown to Board members. Mr. Hammack said that the plan
called for adding an area almost one-third of the size of the current space, and added that a future
second phase would include space for clinical operations. On motion by Mr. Striplin, seconded by
Dr. Furr, the resolution was unanimously approved:

RESOLUTION
UNIVERSITY OF SOUTH ALABAMA CHILDREN'S AND WOMEN’S HOSPITAL EXPANSION PLAN

WHEREAS, USA Children’s and Women'’s Hospital, “Hospital,” offers regionally unique services and educational
experiences specific to the health care needs of women, newborns and children, and

WHEREAS, the Hospital has experienced substantial growth demonstrated by increases in average daily census
(20%), deliveries (15%) and surgical cases (14%), and

WHEREAS, this growth is expected to continue through growth in the region’s population, the uniqueness of the
services offered, the recruitment of additional specialized and regionally unique surgeons and other medical professionals,
and

WHEREAS, the USA Mitchell Cancer Institute and the addition of several clinics near the Hospital will have
substantial impact on the Hospital’s support services including food, security and environmental services, and

WHEREAS, the Hospital’s current facilities for patient care, academic programs and support services are not
adequate for the continued and predicted growth, and
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WHEREAS, the University of South Alabama desires to address these needs by expanding and improving the
Hospital's current facilities,

NOW THEREFORE, BE IT RESOLVED, that the Board of Trustees authorizes the University President to initiate
the necessary planning and engineering studies to expand and to improve USA Children’s and Women'’s Hospital.

Concerning ITEM 6, a report on the USA / IHS Strategic Health Alliance, President Moulton called
upon Dr. Franks to introduce Dr. Robert Moore, Chair - Department of Speech Pathology and
Audiology, and Dr. Michael Jacobs - Director of the USA Simulation Laboratories. He discussed
the intricate capabilities of the simulators to mimic most physical conditions. He talked about
opportunities identified by the University to provide emergency response training and other health
services in conjunction with the local EADS / Northrup Grumman and Thyssen Krupp industrial

initiatives.

Dr. Boyd presented ITEM 7, a report on the USA Mitchell Cancer Institute (MCI). Photos of the
building were shown, including space for treatment, research, and administrative areas. Dr. Boyd
reminded the Trustees that the design process began five years ago, and said that completion of the
facility is anticipated for June 2008. In-patient activities will be conducted at Mobile Infirmary
which can be easily accessed via a connected walkway from the MCI. Responding to questions,
Dr. Boyd provided an update on positions and stated that the appointment of USA College of
Medicine graduates is not an option at the present time, adding that cancer training at the University

of South Alabama is an opportunity for the future.

Dr. Stokes called for a consideration of the Academic and Student Affairs Committee. Ms. Miree,
Committee Chair, called upon Dr. Covey to present ITEM 8, a report of academic affairs. Dr. Covey
announced that a new Ph.D. program in Combined Clinical and Counseling Psychology will soon
be evaluated by the Alabama Commission on Higher Education. She said that a huge market
demand for psychologists exists in the immediate area, as well as the state and nation. She discussed
a $471,000 annual pledge by the USA Foundation to provide 22 new research fellowships in
engineering, environmental toxicology, the new Ph.D. program in psychology, computer and
information sciences, and communication sciences and disorders. She introduced Dr. Carl Moore,
Dean of the Mitchell College of Business, who talked about overwhelming public interest in the
recent Gulf Coast Commercial Real Estate Summit sponsored by Dr. Don Epley, Professor of
Marketing and E-Commerce and holder of a Distinguished Professorship in Real Estate. Dr. Moore
and President Moulton thanked Ms. Mitchell for a gift of $2 million for the Mitchell College of
Business general endowment. Dr. Moore noted that private giving and support such as this allows
the College to attain a higher level of quality, and added that Ms. Mitchell’s contribution would help

with faculty recruitment.

Dr. Covey presented ITEM 9 as follows, stating that the University Committee for Honorary
Doctorate Degrees had approved the awarding of an honorary degree to Dr. Benjamin Carson, a
leading pediatric neurosurgeon at Johns Hopkins University who will serve as Commencement
Speaker on May 3. She provided brief biographical information. On motion by Ms. Maye,
seconded by Ms. Miree, the resolution was unanimously approved:
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RESOLUTION
HONORARY DOCTORATE DEGREE FOR DR. BENJAMIN S. CARSON, SR.

WHEREAS, the University of South Alabama seeks to honor exceptional individuals who have given a substantial
part of their lives to serving others and who have distinguished themselves throughout their professional careers, and

WHEREAS, Dr. Benjamin S. Carson, Sr., has achieved extraordinary distinction as an academic physician,
educator and scientist and is a highly respected leader in medicine, and

WHEREAS, Dr. Carson is a Professor of Neurological Surgery, Oncology, Plastic Surgery and Pediatrics at Johns
Hopkins Medical Institutions, and

WHEREAS, Dr. Carson is Director of the Division of Pediatric Neurosurgery of the Johns Hopkins Medical Institute
and Co-Director of the Johns Hopkins Cleft and Craniofacial Center, and

WHEREAS, Dr. Carson is a nationally and internationally respected surgeon, teacher, and medical scientist, and
is the author of numerous scientific articles, books and book chapters, and

WHEREAS, Dr. Carson is the recipient of numerous distinguished awards and honorary degrees, and

WHEREAS, in recognition of his contributions to the advancement of new knowledge in pediatric surgery and
in health care, extending throughout his career,

THEREFORE, BE IT RESOLVED, for his commitment to the promotion of medical education, biomedical research,
and health care delivery, the University of South Alabama bestows upon him this day the degree of Doctor of Science,

honoris causa.

Ms. Miree called upon Dr. Smith to present ITEM 10, a report of student affairs. Dr. Smith reported
that construction documents for the new Student Recreation Center are being prepared. He said that
completion of the facility is anticipated for Fall 2010. Graphic renderings were shown of the

building and amenities.

Dr. Stokes acknowledged the important role of the Mitchell Family and the Mitchell College of
Business in bolstering Mobile’s position as a lead candidate for the establishment of numerous

major industrial enterprises.

Dr. Stokes called for consideration of budget and finance items. Mayor Nix, Chair of the Budget
and Finance Committee, presented ITEM 11 reports entitled Monthly Fund Reports for October,
November, and December 2007, Quarterly GASB Financial Statement for the Three Months Ended
December 2007, and Summary Comparison of Fund Financial Reports to GASB 34 Financial
Statements, December 31, 2007 and 2006. There was no discussion.

Mr. Wayne Davis presented ITEM 12 as follows. He discussed results of a public bid for the
renovation of Alpha South for the purpose of providing additional classroom space for the Air Force
ROTC program, as well as relocation of the Army ROTC program to this space. He noted that the
Alpha South Building was originally constructed in 1966. The successful bidder is Trademark
Construction. On motion by Dr. Furr, seconded by Ms. Maye, the resolution was unanimously

approved:



USA Board of Trustees
Page 6
March 13, 2008

RESOLUTION
RENOVATION OF ALPHA SOUTH BUILDING
WHEREAS, the University has the need to relocate the Army ROTC program and to renovate the Air Force ROTC

program space, and

WHEREAS, the University has determined that the Alpha South Building, when renovated, will be the best location
for these programs, and

WHEREAS, the University received the attached bids on February 15, 2008, for these renovations,

THEREFORE, BE IT RESOLVED, that the Board of Trustees authorizes the University President to approve the
construction and renovation contract for the Alpha South Building with Trademark Construction, Inc., in the amount of

$2,599,385.

Mr. Wayne Davis presented ITEM 13 as follows and discussed results of a public bid to construct
a Central Energy Plant Satellite Facility. He said that the new site will allow the University to
increase its support of the new facilities under construction on campus. The successful bidder is
Donaghey Mechanical Contractors, Inc. On motion by Ms. Maye, seconded by Mayor Nix, the

resolution was unanimously approved:

RESOLUTION
CONSTRUCTION CONTRACT FOR THE CENTRAL ENERGY PLANT SATELLITE FACILITY

WHEREAS, the University opened bids on February 27, 2008, for the construction of the Central Energy Plant
Satellite Facility, and

WHEREAS, the low bid for this construction was $5,850,000, plus $150,000 for Atemate 1, for a total of
$6,000,000, and was submitted by Donaghey Mechanical Contractors, Inc.,

THEREFORE, BE IT RESOLVED, that the Board of Trustees of the University of South Alabama hereby authorizes
the University President to award the contract to Donaghey Mechanical Contractors, Inc., in the amount of $5,850,000,
plus $150,000 for Alternate 1, for a total of $6,000,000 to construct the Central Energy Plant Satellite Facility, in

accordance with the bid laws of the State of Alabama.

Dr. Stokes asked Mr. Ken Davis to present ITEM 14, the KPMG Report on the USA Intercollegiate
Athletics Department, 2007. Mr. Davis indicated that this agreed-upon procedures report is required
by the NCAA bylaws. He noted that this is not an audit, thus no opinion by KPMG was rendered.

Chairman Stokes called for a report of endowment and investments items. Mr. Jim Yance, Chair
of the Endowment and Investments Committee, called upon Mr. Terry Albano and Mr. Norman
Pitman to make comments from the previous performance presentation given at the March 12
committee meeting. Mr. Pitman provided the Board of Trustees a snapshot of current economic
conditions and the reasons for the market’s extreme volatility. Mr. Albano delivered additional

economic information.

Mr. Yance reported on the success to-date of Campaign USA, the University’s first comprehensive
capital campaign. He said that the second year of the public phase has been completed, and the
effort is entering its third and final year. Thus far, $64 million has been raised, an indication that
the campaign is progressing on schedule toward its goal of $75 million. He expressed appreciation

6
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to President Moulton, the Mitchell family, and Drs. Stokes, Boyd, and Busta for their tireless efforts
in moving Campaign USA forward.

There being no further business, the meeting adjourned at 11:40 a.m.

Attest to: Respectfully Submitted:

Bettye R. Maye, Secretary Steven H. Stokes, MD, Chair Pro Tempore



UNIVERSITY OF SOUTH ALABAMA
BOARD OF TRUSTEES

COMMITTEE OF THE WHOLE

March 12, 2008
2:15 p.m.

A meeting of the Committee of the Whole was duly convened by Dr. Steven H. Stokes, Chair Pro
Tempore, on Wednesday, March 12, 2008, at 2:15 p.m. in the Board Room of the Frederick P.

Whiddon Administration Building.

Members Present: ~ Trustees Steven Furr, Donald Langham, Bettye Maye, Christie Miree,
Arlene Mitchell, Bryant Mixon, James Nix, John Peek, Steven Stokes,

Larry Striplin, and James Yance.

Members Absent: Trustees Scott Charlton, J. L. Chestnut, Cecil Gardner, Sam Jones,
Joseph Morton, and Bob Riley.

Administration President Gordon Moulton; Drs. Michael Boyd, Joe Busta, Pat Covey,
and Others: Ron Franks, Russ Lea, Robert Shearer, and John Smith;
Messrs. Terry Albano, Wayne Davis, and Stan Hammack; Mss. Vicki Tate

(Faculty Senate) and Jean Tucker.

Press: Mr. George Altman (Press-Register).

Chairman Stokes called the meeting of the Committee of the Whole to order and President Moulton
reminded Trustees of the meeting format. He called upon Dr. Shearer to discuss ITEM 3 (for copies
of resolutions, policies, and other authorized documentation, refer to the USA Board of Trustees
meeting minutes, March 13, 2008), a resolution to adopt strategic planning goals as outlined in the
report entitled University of South Alabama: Long-Range Planning Goals and Objectives (2008 -
2013). Dr. Shearer explained that extensive planning and continuous assessment are practices that
cover all departments and divisions. He advised that the University had recently completed a five-
year review from which University goals were updated through 2013, inclusive of a new goal for
promoting research and scholarly activities. He said that strategies will be developed to support

each goal and objective.

Dr. Stokes inquired about possible partnerships should the EADS/Northrup Grumman contract move
forward. President Moulton responded that USA would be poised for discussions early in the
development stages for new businesses. Dr. Lea suggested that the University could seek to
leverage those companies with federal grants that provide for the matching of funds. Dr. Franks and
Mr. Hammack talked about Thyssen Krupp’s interest in working with the University relative to burn
treatment and emergency response training via USA’s simulation program. Mr. Yance reported on
meetings held to develop cooperative opportunities between the College of Engineering and local

companies Austal USA and Atlantic Marine.
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President Moulton addressed ITEM 3, a resolution to adopt a set of institutional goals as outlined in
the report entitled University of South Alabama: Long-Range Planning Goals and Objectives (2008 -
2013). He said this document will be incorporated as part of an extensive self-study process for
institutional accreditation through the Southern Association of Colleges and Schools (SACS) which
is currently underway at the University. He discussed 7racDat, a specialized software used by the
University to track outcomes. Following the discussion, it was recommended that action be deferred

until the Board of Trustees meeting on March 13.

President Moulton called upon Mr. Hammack to present ITEM S, a resolution authorizing the
President to initiate the necessary planning and engineering studies to expand and improve USA
Children’s and Women’s Hospital (CWH). Mr. Hammack said that the hospital census dictates that
an expansion is necessary, and reported that an internal analysis had been conducted to identify the
exact needs for the project. The bid for the parking component will be complete in April, which
may necessitate approval by the Executive Committee for this and other components in the near
future. Dr. Furr, Chair of the Health Affairs Committee, inquired if the expansion would include
clinical operations as well. Mr. Hammack responded that only hospital operations are covered under
the current proposal. Action was deferred until the Board meeting.

President Moulton introduced ITEM 12, a resolution authorizing the President to approve the
contract for construction and renovation of the Alpha South Building by Trademark Construction,
Inc., in the amount of $2,599,385. He explained that the project would allow for the relocation of
the Army ROTC program from the old barracks at the bell tower site, and provide additional
classroom space for the Army and Air Force ROTC programs. Mr. Wayne Davis provided details
of the bid process. Action was deferred until the Board meeting.

President Moulton presented ITEM 13, a resolution authorizing the President to award the
construction contract for a Central Energy Plant Satellite Facility to Donaghey Mechanical
Contractors, Inc., in accordance with the bid laws of the state of Alabama, in the amount of
$5,850,000, plus $150,000 for Alternate 1, for a total cost of $6 million. President Moulton
explained that the University must accommodate service to new campus facilities; i.e., student
recreation center, engineering building. The satellite building will be located near the College of
Medicine. Mr. Wayne Davis discussed details of the bid process, and noted that the firm of
Donaghey Mechanical Contractors is local. Action was deferred until the Board meeting.

Chairman Stokes called upon President Moulton to address ITEM 15, a report of endowment and
investments. President Moulton discussed the current volatile investment environment and
introduced Mr. Albano to report on performance of the total endowment and each money manager
for Fiscal Year 2008: Commonfund, Arlington Partners, Gerber/Taylor, Douglas, various other fund
managers, and Private Advisors. Mr. Albano said that the endowment had underperformed its
relative index for the first few months of fiscal year 2008 (-4.63 percent vs. -4.07 percent), but had
outperformed since inception (6.51 percent vs. 3.15 percent). The underperformance of the
managers Arlington Partners, Gerber/Taylor, and Commonfund was reviewed.
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Dr. Furr inquired about the future of property owned by the University at the Brookley Field
complex. President Moulton responded that 300 acres belong to USA, including more than 7,000
feet of shoreline. He reported that the School of Continuing Education and Special Programs and
its Conference Services Center conduct activities on this campus. Additionally, housing is rented
and a golf course is maintained. President Moulton said that the University intends to work in a
deliberate fashion with the city, county, and state to assure the best use of this land relative to the
needs of new industry that will come to Mobile. He said that the EADS enterprise would operate
on land owned by the Mobile Airport Authority. He suggested that a good approach for the
University-owned land may be to seek opportunities in the private sector, but in conjunction with

the land plan of the airport authority.
There being no further business, the meeting adjourned at 3:11 p.m.

Attest to: Respectfully Submitted:

Bettye R. Maye, Secretary Steven H. Stokes, MD, Chair Pro Tempore

10



ITEM3
June 5, 2008

RESOLUTION
BOARD MEETING SCHEDULE

2008-2009

WHEREAS, Article II, Section 1, of the Bylaws provides that the Board shall schedule
annually, in advance, regular meetings of the Board to be held during the ensuing year, and may

designate one of such meetings as the annual meeting of the Board,

THEREFORE, BE IT RESOLVED, that the regular meetings of the University of South
Alabama Board of Trustees shall be held on the following dates:

September 11, 2008
December 11, 2008
March 5, 2009

June 4, 2009

FURTHER, BE IT RESOLVED, that the date of June 4, 2009, be designated as the annual
meeting of the University of South Alabama Board of Trustees for 2008-2009.

11



ITEM 4

REVISED
June 5, 2008

RESOLUTION

USA HOSPITALS MEDICAL STAFF APPOINTMENTS AND REAPPOINTMENTS
FOR FEBRUARY, MARCH, APRIL, AND MAY 23, 2008

WHEREAS, the Medical Staff appointments and reappointments for February, March,
and April 2008, and May 23, 2008, for the University of South Alabama Hospitals are
recommended for approval by the Medical Executive Committees of the University of South

Alabama Hospitals,

THEREFORE, BE IT RESOLVED, that the Board of Trustees of the University of

South Alabama approves the appointments and reappointments as submitted.
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OFFICE OF THE PRESIDENT

UNIVERSITY OF SOUTH ALABAMA 2008

UNIVERSITY OF SOUTH ALABAMA
STANLEY K. HAMMACK TELEPHONE: (251) 471-7118
VICE PRESIDENT 2451 FILLINGIM STREET, SUITE 3040

HEALTH SYSTEM MOBILE, ALABAMA 36617-2293
FAX: (251) 471-7751

MEMORANDUM
TO: V. Gordon Moulton
President

FROM: X& Stan Hammack

DATE: May 9, 2008

Attached for review and approval by the Health Affairs Committee and the Board of
Trustees are:

For Approval:
University of South Alabama Hospitals: W {

Medical Staff Meeting-May 6, 2008
Credentials Report — February, March and April 2008

Credentials Report — May 23, 2008
SKH:eb

Attachments
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UNIVERSITY OF SOUTH ALABAMA

STANLEY K. HAMMACK
VICE PRESIDENT
HEALTH SYSTEM

April 28, 2008

President V. Gordon Moulton
University of South Alabama
A.D. 122

Dear President Moulton:

(5

1

REC'D
OFFICE OF THE PRESIDENT
APR 30 2008

UNIVERSITY OF SOUTH ALABA
TELEPHONE: (251) 471-7118 MA
2451 FILLINGIM STREET, SUITE 3040
MOBILE, ALABAMA 36617-2293
FAX: (251) 471-7751

At this time, four (4) members of our Medical Staff, Ronald Franks, M.D., Elizabeth Duke, M.D.,
Kelly Green, M.D., and James Hole, D.O. have temporary privileges that will exceed The Joint
Commission prescribed time limit. With the exception of the final approval of the University Board
of Trustees, all required approvals, i.e., Clinical Department, Credentialing Committee and Medical

Executive Committee have been obtained.

I am writing to request that you and two voting members of the USA Board of Trustees approve
credentials for clinical privileges prior to their expiration. Credentialing documents will be provided

Jor additional review, if desired.

I very much appreciate your assistance in this matter and should you have any questions, please do not

hesitate to contact me.

Sincerely,

Sty Al farmackt

Stanley K. Hammack
SKH:eb

Attachment

Appro

Tt

V Gordon Mdulton
President

-

Steven H. Stokes, M.D.
Chair Pro Tempore
Board of Trustees

Wl

Donald L. Langham
Past Chair
Board of Trustees

f
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UNIVERSITY OF SOUTH ALABAMA HOSPITALS
MEDICAL STAFF MEETING
MAY 6, 2008
MINUTES

The quarterly meeting of the Medical Staff of the University of South Alabama Hospitals was held
in the John Counts Room of the Mitchell Center on Tuesday, May 6, 2008. Richard Teplick, MD,
Chief of Staff, called the meeting to order.

A roster of attendance is available in the Medical Staff Credentials Office.

Following welcoming remarks, Dr. Richard Teplick introduced new Medical Staff members. Dr.
Teplick also discussed with the Medical Staff a proposed by-laws addition and opened the floor to
questions and comments. Changes to the by-laws were required secondary to new Joint
Commission standards requiring focused professional practice evaluation for initial granting of
physician privileges and a focused review due to peer review variance. After extended discussion,
the Medical Staff members felt the wording in the suggested by-laws additions needed to be
changed and sent back to the respective Medical Executive Committees for further review. A
proposal was made and seconded to table approval of the by-laws addition.

Stan Hammack, Vice President, Health System discussed the State Budget, Blue Cross, Quality,
Medicaid and other Health System issues that would affect the hospital financially in 2008/2009.

Dr. Samuel Strada, Dean, College of Medicine gave an update on the College of Medicine and
informed the medical staff that a Search Committee headed by Dr. Loran Clement had been formed
to recommend a permanent Chairman for the Department of Surgery.

Dr. Ronald Franks, Vice President Health Sciences discussed some upcoming changes that could.
affect practitioner and pharmaceutical companies’ relations. The floor was then opened for

questions Oor concerns.

Beth Anderson, Hospital Administrator for the USA Medical Center presented Core Measures and
HCAHPS scores for the USA Medical Center compared to surrounding area hospitals and the
national/state average. The floor was then opened for any questions or comments.

Steve Burford, Assistant Administrator for USA Children’s and Women’s Hospital provided an
update on construction projects in progress at USA Children’s and Women’s Hospital.

With no further business the meeting adjourned at 7:15 p.m.

Respectfully submitted,

Juen Qe

Tracee Andrews
Medical Credentialing Specialist



ITEM S
June 5, 2008

RESOLUTION

COLLEGE OF MEDICINE TUITION AND FEES

WHEREAS, it is anticipated that there will be continued increases in operational costs for

the College of Medicine that must be addressed through increased tuition and fees, and

WHEREAS, as a matter of prudent fiscal management and operational viability, and after
extensive analysis of the financial needs of the USA College of Medicine in 2008-2009 and beyond,
the University Administration and Budget Council have determined that increases in charges for

College of Medicine tuition and the creation of and/or increase in certain other fees are necessary,

and

WHEREAS, additional funding is required to provide for appropriate renovations of
buildings and purchase of capital equipment, and to have productive research and educational

initiatives, and to improve the curriculum through the inclusion of new technologies,

THEREFORE, BE IT RESOLVED, that the Board of Trustees of the University of South
Alabama hereby approves the 12 percent increase of College of Medicine tuition from $13,480 to

$15,098.



REC'D
OFFICE OF THE PRESIDENT

UNIVERSITY OF SOUTH ALABAMA MAY 16 2008

URNIVERSITY OF SOUTH ALABAM £
OFFICEOF THE VICE PRESIDENT TELEPHONE: (251) 460-7189
FORHEALTH SCIENCES MOBILE, ALABAMA 36688-0002
FAX: (251) 460-6073

May 15, 2008

TO: V. Gordon Moulton
President
University of South Alabama

FROM: Ronald D. Franks, M.D.
Vice President for Health Science
Professor of Psychiatry ~

SUBJECT:  Resolution for College of Medicine Tuition Increase

I recommend a 12% increase in medical school tuition to keep the College of Medicine
competitive and in parity with the UAB School of Medicine. With the 12% increase, the tuition
at the College of Medicine at USA will still be significantly below the average tuition level for
public medical schools nationally, and below the tuition level for comparable public schools in

the southeast.

Thank you.

lewce

oy
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and

ITEM 8
REVISED
JUNE 5§, 2008

RESOLUTION

PROFESSORS EMERITI

WHEREAS, the following faculty have retired from the University of South Alabama:

Wayne C. Isphording, Ph.D., Professor of Geology
Pat C. Covey, Ph.D., Professor of Biomedical Sciences
Senior Vice President for Academic Affairs

Charles P. Gray, D.P.T., Clinical Associate Professor of Physical Therapy

WHEREAS, in recognition of their contributions to the University through extraordinary

accomplishments in teaching and in the generation of new knowledge through research and
scholarship, and for serving as a consistently inspiring influence to students and colleagues for a

period of time, and

WHEREAS, the faculty and chairpersons from their departments, academic deans, the

Senior Vice President for Academic Affairs or the Vice President for Health Sciences, and the
President have duly recommended the aforementioned retirees from the University faculty,

THEREFORE, BE IT RESOLVED, that the Board of Trustees of the University of South

Alabama hereby appoints the aforenamed individuals to the rank of Associate Professor Emeritus
or Professor Emeritus, as appropriate, with the rights and privileges thereunto appertaining, and

FURTHER, BE IT RESOLVED, that the Board of Trustees, in recognition of their

extraordinary accomplishments and dedicated service, wishes to convey its deep appreciation to

these individuals.



4

- C
OFFICE OF THE PRESIDENT

@ MEMORANDUM MAYLd7 2008
v 0
UNIVERSITY OF SOUTH ALABAMA FFICE OF w &EB%_I#FAM BAMA

May 2, 2008

TO: Gordon Moulton

FROM: Pat COVW

SUBJECT: Emeritus Recommendations

In accordance with the recommendation of the faculty and Chairs of the respective discipline and
Dean of the college, I reccommend that the retired University of South Alabama faculty listed below

be granted emeritus status effective upon approval by you and the Board of Trustees.

> Wayne C. Isphording, Ph.D., Professor of Geology

A resolution for the Board of Trustees is attached.

pbm
attachments
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REC'D
OFFICE OF THE PRESIDENT

UNIVERSITY OF SOUTH ALABAMA MAY\14. 2008

UNIVERSITY OF SOU LABAMA
OFFICE OF THE VICE PRESIDENT TELEPHONE: (251) 460-7189
MOBILE, ALABAMA 36688-0002
FAX: (251) 460-6073

May 12, 2008

TO:

FROM:

SUBJECT:

V. Gordon Moulton
President
University of South Alabama

Ronald D. Franks, M.D. ,/
Vice President for Health SCieriﬁ&-/
Professor of Psychiatry

Resolution for appointment of Dr. Pat C. Covey as Emeritus Professor

Attached is the request from Dr. Richard Talbott, Dean of the College of Allied Health
Professions requesting that Dr. Covey be appointed as an Emeritus Professor. I fully support
Dr. Talbott’s request and I am forwarding the information to you for your approval and for
approval by the Board of Trustees.

lewce

i
W\}



Memorandum
| - University of South Alabama

b e e

May 9, 2008
TO: Dr. Ron Franks
VP, Division of Health Sciences
FROM:  Dr. Richard Talbott UL DD
Dean, College of Allied Health Professions
SUBIJ: Emeritus Appointment — Dr. Pat C. Covey

This is to recommend the appointment of Dr. Pat C. Covey, retiring Vice President of Academic
Affairs and Professor of Biomedical Sciences, to Emeritus Professor. Dr. Covey meets or
exceeds the minimum requirements as set forth in the Faculty Handbook of at least 10 years of
service in the University having served with distinction for over 33 years.

Dr. Covey has demonstrated long standing dedicated and productive contributions to the
University as evidenced by the high esteem in which she is held by her students, her faculty
colleagues, and her national professional associates alike. From her founding leadership of the
College of Allied Health Professions to her dedicated tenure as the Senior Vice President of
Academic Affairs she has demonstrated outstanding leadership.

I urge your favorable consideration of this unqualified recommendation for Professor Emeritus
status.




’

OFFICE OF THE PRESIDENT
UNIVERSITY OF SOUTH ALABAMA Ml 008

OFFICE OF THE VICE PRESIDENT UNIVERSITHOESOUT, il
FORHEALTH SCIENCES MOBILE, ALAB%&M@
FAX: (251) 460-6073

May 8, 2008

TO: V. Gordon Moulton
President
University of South Alabapia

FROM: Ronald D. Franks, M.D.
Vice President for Healt Scié(n €s

SUBJECT:  Emeritus Appointment

Attached is a letter from Dr. Richard Talbott, Dean, Allied Health Professions, requesting that
Dr. Charles Gray receive an emeritus appointment. I agree with Dr. Talbott and I am
forwarding the request to you for your approval and for approval by the Board of Trustees.

lewc

Attachment OW f M



UNIVERSITY OF SOUTH ALABAMA

DEAN
COLLEGE OF @ TELEPHONE: (251) 380-2785
ALLIED HEALTH PROFESSIONS UCOM 1500 @ MOBILE, ALABAMA 36688-0002

FAX: (251) 380-2787

COLLEGE OF ALLIED HEALTH PROFESSIONS

OFFICE OF THE DEAN Phone: 251 380-2785 Fax: 251 380-2787
rtalbott@usouthal.edu

TO: Dr. Ron Franks, VP for Division of Health Sciences

FROM: Richard E. Talbott, Ph.D. -- Dean M

SUBJECT: Emeritus Appointment--- Dr. Charles Gray
DATE: 5/6/2008

This is to recommend the appointment of Dr. Charles Gray, retiring professor
in the Department of Physical Therapy, to Emeritus Professor. Dr. Gray
meets or exceeds the minimum requirements as set forth in the Faculty
Handbook of at least ten years of service in the University having served with
distinction for over 33 years.

As the attached letter of recommendation from the Department Chair attests,
Dr. Gray has been held in high esteem by his students and his peers alike
over the course of his long and dedicated service to the University. He holds
all of the “desirable characteristics” outlined in the Faculty Handbook for such
and appointment and | recommend him for your favorable consideration
without hesitation or reservation.

Thank you.for your consideration in this regard.
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MEMORANDUM
UNIVERSITY OF SOUTH ALABAMA

DEPARTMENT OF PHYSICAL THERAPY
Dr. Dennis W. Fell, Department Chair

DATE: April 25, 2008

TO: Dr Rick Talbott, Dean College of Allied Health Professions
FROM: Dr. Dennis W. Fell, Chair, Dept of Physical Therapy M
RE: Recommending Dr Charles P. Gray for Emeritus status

I am writing to request consideration of Dr Charles P. Gray for Emeritus Professor upon his
retirement from the department in August 2008. He has submitted his official notification of
retirement effective August 15, 2008.

Dr Gray has served our department full-time, teaching Human Anatomy, including cadaver
dissection, most recently as Clinical Associate Professor for nearly 33 years. Dr Gray was
recruited by Walt Gault and Dr Patsy Covey and began teaching in the USA PT program with
the very first PT Class in 1976. It is amazing to think that he will have taught anatomy to 893

PTs including the DPT Class of 2010.

From an academic standpoint, Dr Gray has "accepted and well-known excellence in teaching".
In 2000, he was awarded the USA Student Government Association’s “Dr. Glenn

Sebastian Professor of the Year” Award. In 2002, he was selected for the University-wide
"Excellence in Teaching" Award from the USA Alumni Association. He was the 2003 Recipient
of the College of Allied Health "Excellence in Teaching" Award. And in March 2006, he was

honored as a Mortar Board “Top Prof”.

At our alumni events, Dr Gray is always a central feature. His gentle approach, yet very high
expectations in a very demanding curricular content have earned him the respect, admiration and
love of countless PTs now practicing across the country. His impeccable character and inspiring

influence is an example to all.

In Dr Gray's honor, I have initiated efforts to establish a Dr Charles Gray PT Scholarship.
Symbolic of the respect he has earned, this month faculty have contributed over $1,000 through
the Annual Fund to start this scholarship.

Please contact me if you have any questions or if I can provide further information.



ITEM 9
JUNE 5, 2008

RESOLUTION
TENURE AND PROMOTION

WHEREAS, in accordance with University policy, faculty applications for tenure and
promotion have been reviewed by the respective faculty peers, Departmental Chair, College Dean,
and by the Senior Vice President for Academic Affairs or the Dean of the College of Medicine, and

the President, and of those faculty considered, the following individuals are hereby recommended

for tenure and/or promotion,

THEREFORE, BE IT RESOLVED, that the University of South Alabama Board of

Trustees approves and grants tenure and/or promotion to those individuals whose names are listed

below to be effective August 15, 2008.

COLLEGE OF ALLIED HEALTH PROFESSIONS

Tenure Promotion to Associate Professor
Dr. Rebecca Estes Dr. Jean Irion
Dr. Jean Irion

Promotion to Senior Instructor
Ms. Cathy Cooper

Ms. Cherie Pohlman

Mr. Chucri Jalkh

COLLEGE OF ARTS AND SCIENCES

Tenure: Promotion to Professor:
Dr. Donald E. DeVore Dr. David C. Forbes
Dr. Ellen B. Harrington Dr. Roma S. Hanks
Dr. Cristopher V. Hollingsworth Dr. Robert E. Holm
Dr. Harrison S. Miller Dr. Susan E. McCready
Dr. Vanessa D. Murphree Dr. Daniel E. Rogers

Dr. Martin L. Rohling
Promotion to Associate Professor: Dr. Lisa A. Turner
Dr. Ellen B. Harrington Dr. John F. Valentine

Dr. Cristopher V. Hollingsworth
Dr. Harrison S. Miller
Dr. Vanessa D. Murphree



MITCHELL COLLEGE OF BUSINESS

Tenure:
Dr. Donald C. Mosley

Promotion to Senior Instructor:
Mr. Clinton R. King

Promotion to Professor:
Dr. David D. Langan, III

COLLEGE OF EDUCATION

Tenure:
Dr. Dennis J. Campbell

Promotion to Senior Instructor:
Ms. Kelly O. Byrd

COLLEGE OF ENGINEERING

Tenure:
Dr. Aurangzeb Khan

COLLEGE OF MEDICINE

Promotion to Professor:
Dr. Surendra Baliga

Dr. Maria Figarola

Dr. Mary Mancao

Dr. Mark Perry

Promotion to Assistant Professor:
Dr. Bing Zhu

Promotion to Associate Professor:
Dr. Donald C. Mosley

Promotion to Professor:
Dr. Deborah F. Spake

COMPUTER AND INFORMATION SCIENCES

Promotion to Associate Professor:
Dr. Mary E. Broach

Dr. Dennis J. Campbell

Dr. Phillip M. Norrell

Promotion to Professor:
Dr. Rebecca M. Giles

Promotion to Associate Professor:
Dr. Aurangzeb Khan

Promotion to Associate Professor
Dr. Alan Heins

Dr. Melissa Costello

Dr. Rosa Vidal

Dr. William Kevin Green

Promotion to Clinical Associate
Professor

Dr. Karen Marlowe

Dr. Sandra Parker

Dr. Deborah Simkin




COLLEGE OF NURSING

Promotion to Clinical Associate Promotion to Professor:
Professor: Dr. Barbara Broome

Dr. Karen Hamilton

Dr. Robin Lawson

Dr. Charlene Myers

Dr. Joyce Varner

Dr. Sara Majors

Tenure
Dr. Michael Jacobs
UNIVERSITY LIBRARY

Promotion to Assistant Librarian:
Ms. Muriel D. Nero

Promotion to Senior Librarian:
Ms. Amy C. Prendergast
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REC'D
OFFICE QF THE PRESIDENT

q O 2003
@ MEMORANDUM UNIVERSITY OF SQUTH ALABAM/
UNIVERSITY OF SOUTH ALABAMA OFFICE OF ACADEMIC AFFAIRS

CONFIDENTIAL

DATE: April 9, 2008

TO: V. Gordon Moulton /

FROM: Pat Covey% —

SUBJECT:  Faculty Tenure and Promotion Recommendations, 2008

Given below are my recommendations for faculty tenure and promotions for 2008.

Recommend Awarding Tenure:
Dennis J. Campbell - Department of Leadership and Teacher Education
Donald E. DeVore - Department of History
Ellen B. Harrington - Department of English
Cristopher V. Hollingsworth - Department of English
Aurangzeb Khan - Department of Electrical and Computer Engineering
Harrison S. Miller - Department of History
Donald C. Mosley - Department of Management
Vanessa D. Murphree - Department of Communication

Recommend Promotion to Senior Instructor
Kelly O. Byrd - Department of Leadership and Teacher Education

Clinton R. King - Department of Management

Recommend Promotion to Associate Professor:
Mary E. Broach - Department of Health, Physical Education, & Leisure Services
Dennis J. Campbell - Department of Leadership and Teacher Education
Ellen B. Harrington - Department of English
Cristopher V. Hollingsworth - Department of English
Aurangzeb Khan - Department of Electrical and Computer Engineering
Harrison S. Miller - Department of History
Donald C. Mosley - Department of Management
Vanessa D. Murphree - Department of Communication
Phillip M. Norrell - Department of Health, Physical Education, & Leisure Services

11



Recommend Promotion to Professor:
David C. Forbes - Department of Chemistry
Rebecca M. Giles - Department of Leadership and Teacher Education
Roma S. Hanks - Department of Sociology, Anthropology, & Social Work
Robert E. Holm - Department of Music
David D. Langan III - School of Computer and Information Sciences
Susan E. McCready - Department of Foreign Languages & Literature
Daniel E. Rogers - Department of History
Martin L. Rohling - Department of Psychology
Deborah F. Spake - Department of Marketing and E-Commerce
Lisa A. Turner - Department of Psychology
John F. Valentine - Department of Marine Sciences

Recommend Promotion to Assistant Librarian:
Muriel D. Nero - University Library

Recommend Promotion to Senior Librarian:
Amy C. Prendergast - University Library

All portfolios and recommendations with accompanying rationales are available for your review in the Office
of Academic Affairs. Upon your final action, a resolution for the Board of Trustees will be forwarded.

Approved Disapproved

PCC/ms
attachment
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REC'D
OFFICE
UNIVERSITY OF SOUTH ALABAMA OF THY PRESIDENT
MA((/

OFFICEOF THE VICEPRESIDENT TELEPHO
FOR HEALTHSCIENCES UNIVERSITY Wf"
FAX: (2

May 8, 2008
TO: V. Gordon Moulton
President o
University of South Alabama//
FROM: Ronald D. Franks, M.D.

Vice President for Health S-c\iem(e

SUBJECT: Promotions, Health Sciences Division

Attached are the names of the faculty in the Health Sciences Division who have been approved
for promotion. The recommendation is being forwarded to you for your approval and
for approval by the Board of Trustees.

/cwce

Attachment ,,

CIW[/
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Health Sciences Division

Faculty Recommended for Promotion

College of Allied Health Professions

Dr. Jean Irion to Associate Professor
Ms. Cathy Cooper to Senior Instructor
Ms. Cherie Pohlman to Senior Instructor
Mr. Chucri Jalkh to Senior Instructor

College of Nursing

Dr. Barbara Broome to Professor

Dr. Karen Hamilton to Clinical Associate Professor
Dr. Robin Lawson to Clinical Associate Professor
Dr. Charlene Myers to Clinical Associate Professor
Dr. Joyce Varner to Clinical Associate Professor
Dr. Sara Majors to Clinical Associate Professor

College of Medicine

Surendra Baliga, Ph.D. to Professor
Bing Zhu, Ph.D. to Assistant Professor
Alan Heins, M.D. to Associate Professor
Melissa Costello, M.D. to Associate Professor
Maria Figarola, M.D. to Professor
Mary Mancao, M.D. to Professor
Rosa Vidal, M.D. to Associate Professor
Mark Perry, M.D. to Professor
Kevin Green, M.D. to Associate Professor
Deborah Simkin, M.D. to Adjunct Associate Professor
Sandra Parker, M.D. to Adjunct Associate Professor
Karen Marlowe, Pharm.D. to Adjunct Associate Professor
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REC'D
OFFICE OF(JHE PRESIDENT

UNIVERSITY OF SOUTH ALABAMA M 00a
UNIVERSITY OF SOUTH\ALABAMA
OFFICE OF THE VICE PRESIDENT TELEPHONE: (251) 460-7189
FORHEALTH SCIENCES MOBILE, ALABAMA 36688-0002
FAX: (251) 460-6073
May 8, 2008
TO: V. Gordon Moulton
President

University of South Alabam,

FROM: Ronald D. Franks, M.D. /
Vice President for Health SQenc

SUBJECT: Tenure, Health Sciences Division

Attached are the names of the faculty in the Health Sciences Division who have been approved
for tenure. The recommendation is being forwarded to you for your approval and
for approval by the Board of Trustees.

lewe

Attachment M M
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Health Sciences Division

Faculty Recommended for Tenure
College of Allied Health Professions

Dr. Rebecca Estes
Dr. Jean Irion

College of Nursing

Dr. Michael Jacobs
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ITEM 10
REVISED
June 5, 2008

RESOLUTION

GLASS PROGRAM IN VISUAL ARTS

WHEREAS, the medium of glass is emerging as increasingly popular and important in the

visual arts, and

WHEREAS, student interest in glass is increasing among current and potential art students
at the University of South Alabama, and

WHEREAS, interest in glass is increasing in the art community in the Gulf Coast region,

and

WHEREAS, very few art programs at universities in the Southeast region of the United

States currently offer specialized education in glass, and

WHEREAS, no program in glass currently exists at any university or college in the state of

Alabama, and

WHEREAS, establishing an outstanding educational program in glass will broaden and
strengthen the visual arts offerings at the University of South Alabama, and

WHEREAS, establishing such a program will assist the University of South Alabama in
recruiting outstanding visual arts students from throughout Alabama and the southeastern United

States,

THEREFORE, BE IT RESOLVED, that the Board of Trustees of the University of South
Alabama hereby authorizes the establishment of a concentration in glass in the Bachelor of Fine Arts

program in the Visual Arts Department and construction of a necessary facility.

17



MEMORANDUM
UNIVERSITY OF SOUTH ALABAMA OFFICE OF ACADEMIC AFFAIRS

EC'D
OFFICE PRESIDENT
MAY 114 2008
UMVERSITY OF SOUTH W AL

May 14, 2008

TO: Gordon Moulton

_

FROM: Pat COW

SUBJECT: Resolution for the Establishment of a Glass Program in Visual Arts

I recommend that the attached resolution pertaining to the establishment of a glass art program in
the Department of Visual Arts be added to the June 2008 Board of Trustees agenda.

Thank you.

PCC:njc
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USA GLASS

The University of South Alabama
Department of Visual Arts

The Départment of Visual Arts proposes the addition of a concentration in glass within the Bachelor
of Fine Arts degree program.

During the past two decades, glass has become one of the most important areas of production in
the field of visual arts. There are currently no glass programs in the state of Alabama and only
three programs in the southeastern United States. None of the programs in the southeast are at

public institutions.

The inception of a glass program at the University of South Alabama will strengthen current visual
arts programs and raise the national profile of the University and the Department of Visual Arts.
Further, it will better serve local constituencies and allow recruitment of students from a larger

demographic base.
A university program in glass allows its students the opportunity to explore the sculptural,
conceptual and functional aesthetics of glass as an artistic medium. Coursework is structured fo

develop technical, aesthetic, and conceptual expertise as well as encourage the student to seek
personal expression through the exploration of a wide range of glass techniques and applications.

e The Department of Visual Arts offers the Bachelor of Fine Arts degree in Studio Art and Art
History.

e The Department of Visual Arts has 225 majors in seven concentrations, and twelve full-
time faculty members.

e Glass would become a new concentration within the Bachelor of Fine Arts degree program
in the Department of Visual Arts.

e Currently, concentrations are available in Painting, Ceramics, Sculpture, Printmaking,
Photography, Art History, and Graphic Design.

¢ In order to obtain a concentration in Glass, students would be required to take twenty-four
credit hours of instruction in the field, and complete all other requirements for the B.F.A.

e Proposed courses in glass: Kiln Formed Glass, Glassblowing, Advanced Glassblowing.

e Proposed facility: 4000 sq ft, climate-controlled, dedicated studio for hot and cold glass
working.

19
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University of South Alabama

Management’s Discussion and Analysis

Introduction

The following discussion presents an overview of the financial position and financial
activities of the University of South Alabama (the University). This discussion was
prepared by University management and should be read in conjunction with the financial
statements and notes thereto, which follow.

Financial Highlights

At March 31, 2008 the University had total assets of $688,641,000, total liabilities of
$293,677,000 and net assets of $394,964,000. University net assets increased
$10,448,000 for the six months ended March 31, 2008 compared to an increase of
$18,239,000 for the six months ended March 31, 2007. An overview of each statement is
presented below along with a financial analysis of the transactions impacting the
statement.

Condensed financial statements for the University at and for the six months ended March
31, 2008 and 2007 follow (in thousands):

Condensed Statements of Net Assets

2008 2007
Assets
Current $ 271,827 $ 254.045
Capital and other noncurrent assets 416,814 379.086
688.641 633,131
Liabilities
Current 75,038 91,319
Noncurrent 218,639 212,215
293,677 303,534
Net Assets
Invested in capital assets, net of debt 184,077 146,721
Restricted, nonexpendable 19,255 15,039
Restricted, expendable 29,423 29,511
Unrestricted 162,209 138,326

$ 394964 § 329,597
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University of South Alabama

Management’s Discussion and Analysis (continued)

Condensed Statements of Revenues, Expenses and Changes in Net Assets

2008 2007

Operating revenues
Tuition and fees $ 30,630 $ 26,889
Hospital revenues, net 99,149 93,428
Other 62,216 61,682
191,995 181,999

Operating expenses
Salaries and benefits 184,309 167,135
Supplies and other services 64,277 60,155
Other 17,373 16,562
265,959 243,852
Operating loss (73,964) (61,853)

Nonoperating revenues (expenses)

State appropriations 69,868 60,194
Other, net 4.069 9,617
Net nonoperating revenues 73,937 69,811
Other revenues, expenses, gains or losses 10,475 10,281
Increase in net assets 10,448 18,239
Beginning net assets 384,516 311,358
Ending net assets $ 394964 § 329,597

Analysis of Financial Position and Results of Operations

Statements of Net Assets

The statements of net assets present the assets, liabilities and net assets of the University
as of the end of the current reporting period. The net assets are displayed in three parts,
invested in capital assets net of related debt, restricted and unrestricted. Restricted net
assets may either be expendable or nonexpendable and are those assets that are restricted
by law or by an external donor. Unrestricted net assets, while they are generally
designated for specific purposes, are available for use by the University to meet current
expenses for any purposes. The statements of net assets, along with all of the
University’s basic financial statements, are prepared under the accrual basis of
accounting, whereby revenues are recognized when the service is provided and expenses
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University of South Alabama

Management’s Discussion and Analysis (continued)

are recognized when others provide the service to the University, regardless of when cash
is exchanged.

Assets included in the statements of net assets are classified as current or noncurrent.
Current assets consist primarily of cash and cash equivalents, operating investments and
hospital patient accounts receivable. Current liabilities consist primarily of accounts
payable and accrued liabilities.

Net assets represent the residual interest in the University’s assets after liabilities are
deducted and are classified into one of four categories as shown on the following
illustration, as of the end of the current reporting period:

Net Assets

Unrestricted - 41%

hwested in capital assets,
net of related debt - 47%

Net assets invested in capital assets, net of related debt represent the University’s capital
assets less accumulated depreciation and outstanding principal balances of debt
attributable to the acquisition, construction or improvement of those assets.

Restricted nonexpendable net assets consist primarily of the University’s permanent
endowment funds. The corpus of these funds may not be expended and must remain with
the University in perpetuity. Only the earnings from these funds may be expended.
Restricted expendable net assets are subject to externally imposed restrictions governing
their use. The funds are restricted primarily for debt service, capital projects, student

loans and scholarship purposes.
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University of South Alabama

Management’s Discussion and Analysis (continued)

Although unrestricted net assets are not subject to externally imposed stipulations,
substantially all of the University’s unrestricted net assets have been designated for
various academic and research programs and initiatives as well as capital projects.

Statements of Revenues, Expenses and Changes in Net Assets

Changes in total University net assets as presented on the statements of net assets are
based on the activity presented in the statements of revenues, expenses and changes in net
assets. The purpose of the statements is to present the revenues received by the
University, both operating and nonoperating, and the expenses paid by the University,
operating and nonoperating, and any other revenues, expenses, gains and losses received
or spent by the University.

Generally, operating revenues are received for providing goods and services to the
various customers and constituencies of the University. Operating expenses are those
expenses paid to acquire or produce the goods and services provided in return for the
operating revenues, and to carry out the mission of the University. Nonoperating
revenues are revenues received for which goods and services are not provided. GASB
Statement No. 34 requires that state appropriations be classified as nonoperating.

Approximately two-thirds of the operating revenues of the University are hospital patient
care revenues. The remainder consists primarily of tuition and fees, grants and contracts
and auxiliary enterprise revenues. The following illustration presents the major sources
of University revenues (operating, nonoperating and other) for the current period:

Sources of Revenues

Other- 12% Hospital patient services

\ / revenues - 35%

V// ’
Grants and contracts - 14% >

Tuition and fees - 11%

State appropriations - 2 5%
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University of South Alabama

Management’s Discussion and Analysis (continued)

University expenses are presented using natural expense classifications. Salaries and
benefits represent the majority of the University’s operating expenses. The following
illustration presents the major University operating expenses, including the hospitals,
using natural classification for the current period:

Operating Expenses by Natural Classification

Salaries and benefits - 69%

~

Utilities - 2%

/

Supplies and other
—" .
services - 24%

Scholarships and fellowships 1% / \ Depreciation - 4%
Capital Assets and Debt Administration

During the current period, construction continued on the Mitchell Cancer Institute and the
Nursing and Allied Health Building. Additionally, several construction and renovation
projects at the University and Hospitals were ongoing during the current period.
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University of South Alabama

Management’s Discussion and Analysis (continued)

Economic Outlook

While enrollment and tuition have both increased in recent years, state appropriations
have historically been relatively flat. However, in 2007 and 2006, the University
experienced an increase of 19.0% and 17.2%, respectively, or approximately $19,185,000
and $14,581,000, respectively, in state appropriations. A similar increase is expected for
the 2008 budget year. Current projections indicate that state appropriations will decrease
significantly in the 2009 budget year.

State appropriations (actual and adjusted for inflation) for the last ten years are illustrated
below:

State Appropriations - Ten Year History

$150
$125
$100
$75
$50
$25

Millions of Dollars

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

ll Actual @ Inflation Adjusted ]

University administration is not aware of any other currently known facts, decisions, or
conditions, except as noted below, that are expected to have a significant effect on the
University’s financial position or results of operations during fiscal year 2008 beyond
those unknown variables having a global effect on virtually all types of business
operations.
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University of South Alabama

Statements of Net Assets

March 31, 2008 and 2007
(In thousands)
2008 2007

Assets
Current assets

Cash and cash equivalents $ 25,716 51,376

Investments, at fair value 176,703 142,329

Net patient service receivables 28,018 29,132

Accounts receivable, affiliates 12,566 10,998

Accounts receivable, other 22,875 14,593

Notes receivable, net 771 760

Prepaid expenses, inventories and other 5,178 4,857
Total current assets 271,827 254,045
Noncurrent assets

Restricted cash and cash equivalents 28,382 34,459

Restricted investments 44,254 49,310

Investments, at fair value 1,564 2,755

Accounts receivable 7,235 8,316

Notes receivable, net 3,843 4,222

Other noncurrent assets 25,633 16,491

Capital assets (net of accumulated depreciation) 305,903 263,533
Total noncurrent assets 416,814 379,086
Total assets 688,641 633,131
Liabilities
Current liabilities

Accounts payable and accrued liabilities 50,354 48,892

Deferred revenue 18,776 33,315

Deposits 555 1,754

Current portion of long-term debt 5,353 7,358
Total current liabilities 75,038 91,319
Noncurrent liabilities

Long-term debt 191,347 193,223

Other long-term liabilities 27,292 18,992
Total noncurrent liabilities 218,639 212,215
Total liabilities 293,677 303,534
Net Assets
Invested in capital assets, net of related debt 184,077 146,721
Restricted, nonexpendable

Scholarships 8,380 5,905

Other 10,875 9,134
Restricted, expendable 29,423 29,511
Unrestricted 162,209 138,326
Total net assets $ 394,964 329,597
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Statements of Revenues, Expenses and Changes in Net Assets

Six Months Ended March 31, 2008 and 2007

(In thousands)

Revenues
Operating revenues
Tuition and fees (net of scholarship allowances)
Patient services and other (net of contractual
allowances and bad debt expense)
Federal grants and contracts
State grants and contracts
Private grants and contracts
Auxiliary enterprises (net of scholarship allowances)
Other operating revenues
Total operating revenues

Expenses

Operating expenses
Salaries and benefits
Supplies and other services
Scholarships and fellowships
Utilities
Depreciation

Total operating revenues

Operating loss

Nonoperating revenues (expenses)
State appropriations
Investment income and gains (losses) on investments
Interest on indebtedness
Other nonoperating revenues
Other nonoperating expenses
Net nonoperating revenues
Income before other revenues, expenses, gains or losses

Capital appropriations
Capital gifts and grants
Additions to endowment
Increase in net assets

Net assets
Beginning of period

End of period

See accompanying notes.
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2008 2007
$ 30,630 $ 26,889
99,149 93,428
14,227 14,851
1,804 1,911
23,994 23,038
7,731 7,618
14,460 14,264
191,995 181,999
184,309 167,135
64,277 60,155
2,085 1,775
5,957 5,576

9,331 9,211
265,959 243,852
(73,964) (61,853)
69,868 60,194
2,173 5919
(3,929) (4,054)
7,917 8,793
(2,092) (1,041)
73,937 69,811
(27) 7,958

- 3,721

5,790 4,878

4,685 1,682
10,448 18,239
384,516 311,358

$ 394,964 $ 329,597




University of South Alabama
Notes to 2008 Quarterly Financial Statements

1. Summary of Significant Accounting Policies

Reporting Entity

The accompanying basic financial statements present the financial position and activities
of the University of South Alabama (the University), which is a component unit of the
State of Alabama.

The financial reporting entity, as defined by Governmental Accounting Standards Board
(GASB) Statement No. 14, The Financial Reporting Entity and amended by
GASB Statement No. 39, Determining Whether Certain Organizations Are Component
Units, consists of the primary government and all of its component units. Component
units are legally separate organizations for which the primary government is financially
accountable and other organizations for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the
financial statements to be misleading or incomplete. Accordingly, the basic financial
statements include the accounts of the University, as the primary government, and the
accounts of the following entities as component units.

The University has adopted GASB Statement No.39 which provides criteria for
determining whether certain organizations should be reported as component units based
on the nature and significance of their relationship with the primary government. The
statement also clarifies reporting requirements for those organizations. Based on these
criteria as of September 30, 2007, the University reports the University of South Alabama
Foundation (USA Foundation), the University of South Alabama Health Services
Foundation (USAHSF), and the USA Research and Technology Corporation (the
Corporation) as discretely presented component units in its annual financial statements.
For quarterly reporting purposes, component unit financial statements are not presented.

The University is also affiliated with the South Alabama Medical Science Foundation.
This entity is not considered a component unit of the University under the provisions of
GASB Statement Nos. 14 and 39.

Professional Liability and General Liability Trust Funds

GASB Statement No. 14 requires the University, as the primary government, to include
in its financial statements, as a component unit, organizations that, even though they are
legally separate entities, meet certain requirements as defined by GASB Statement
No. 14. The medical malpractice liability of the University is maintained and managed in
a separate professional liability trust fund (the PLTF) in which the University and
USAHSF are the only participants. In accordance with the bylaws of the trust fund, the
president of the University is responsible for appointing members of the trust fund policy
committee. Additionally, the general liability of the University is maintained and
managed in a general liability trust fund (the GLTF) for which the University, as defined
by GASB Statement No. 14, is responsible. The PLTF and GLTF are separate legal
entities which are governed by the University Board of Trustees through the University
president. As such, PLTF and GLTF are reported as blended component units in its
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annual financial statements. For quarterly reporting purposes these entities are not
blended into the University’s statements

University of South Alabama Foundation

The USA Foundation is a not-for-profit foundation that was organized for the purpose of
promoting education, scientific research and charitable purposes, and to assist in
developing and advancing the University in furthering, improving and expanding its
properties, services, facilities, and activities. Because of the significance of the
relationship between the University and the USA Foundation, the USA Foundation is
considered a component unit of the University. The Board of Directors of the USA
Foundation is not appointed or controlled by the University. The University receives
distributions from the USA Foundation primarily for scholarship, faculty and other
support. The USA Foundation presents its financial statements in accordance with
standards issued by the Financial Accounting Standards Board (FASB). The USA
Foundation has a June 30 fiscal year end which differs from the University’s

September 30 fiscal year end.

University of South Alabama Health Services Foundation

The USAHSF is a not-for-profit corporation that exists to provide a group medical
practice for physicians who are faculty members of the University and to further medical
education and research at the University. Because of the significance of the relationship
between the University and USAHSF, USAHSF is considered a component unit of the
University. The USAHSF reimburses the University for salaries, certain administrative
expenses, Dean’s clinical assessment and other support services. The USAHSF presents
its financial statements in accordance with standards issued by the FASB.

USA Research and Technology Corporation

The Corporation is a not-for-profit corporation that exists for the purpose of furthering
the educational and scientific mission of the University by developing, attracting, and
retaining technology and research industries in Alabama that will provide professional
and career opportunities to the University’s students and faculty. Because of the
relationship between the University and the Corporation, the Corporation is considered a
component unit of the University. The Corporation presents its financial statements in
accordance with GASB.

Measurement Focus and Basis of Accounting

For financial reporting purposes, the University is considered a special purpose
governmental agency engaged only in business type activities, as defined by
GASB Statement No. 34. Accordingly, the University’s basic financial statements have
been presented using the economic resources measurement focus and the accrual basis of
accounting. Under the accrual basis, revenues are recognized when earned, and expenses
are recorded when an obligation has been incurred.

The University prepares its basic financial statements in accordance with U. S. generally
accepted accounting principles, as prescribed by GASB, including all applicable effective
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statements of the GASB and all statements of the FASB issued through November 30,
1989 that do not conflict with GASB pronouncements. The University has elected not to
apply the provisions of any pronouncements of the FASB issued after November 30,

1989.

Use of Estimates

The preparation of financial statements in conformity with U. S. generally accepted
accounting principles requires that management make estimates and assumptiox‘ls
affecting the reported amounts of assets and liabilities, revenues and expenses, as well as
disclosure of contingent assets and liabilities. Actual results could differ from those

estimates.

In particular, laws and regulations governing the Medicare and Medicaid programs are
extremely complex and subject to interpretation. As a result, there is at least a reasonable
possibility that recorded estimates related to these programs could change by a material
amount in the near term.

Cash and Cash Equivalents

Cash and cash equivalents are defined as petty cash, demand accounts and any short-term
investments that take on the character of cash. These investments generally, but not
always, have maturities of less than three months and include repurchase agreements and
money market accounts.

Investments and Investment Income

Investments are recorded at fair value. Investments received by gift are recorded at fair
value at the date of receipt. Changes in the fair value of investments are reported in
investment income.

Accounts Receivable

Accounts receivable primarily result from net patient service revenue. Accounts
receivable from affiliates primarily represent amounts due from USAHSF for salaries,
and certain administrative and other support services. Accounts receivable — other
includes amounts due from students, the federal government, state and local
governments, or private sources in connection with reimbursement of allowable
expenditures made pursuant to the University’s grants and contracts. Accounts receivable
are recorded net of estimated uncollectible amounts.

Inventories

The University’s inventories primarily consist of bookstore inventories and medical
supplies and pharmaceuticals. Bookstore inventories are valued at the lower of cost
(moving average basis) or market. Medical supplies and pharmaceuticals are stated at the
lower of cost (first-in, first-out basis) or market.
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Capital Assets

Capital assets are recorded at cost, if purchased, or at fair value at date of donation.
Depreciation is provided over the useful life of each class of depreciable asset using the
straight-line method. Major renewals and renovations are capitalized. Costs for repairs
and maintenance are expensed when incurred. When assets are retired or otherwise
disposed of, the cost and related accumulated depreciation are removed from the accounts
and the gain or loss, if any, is included in nonoperating revenues (expenses) in the
statements of revenues, expenses, and changes in net assets.

All capital assets other than land are depreciated using the following asset lives:

Buildings, infrastructure and certain

building components 40 to 100 years
Fixed equipment 10 to 20 years
Land improvements 8 to 20 years
Library materials 10 years
Other equipment 4 to 15 years

Certain buildings are componentized for depreciation purposes.

Interest costs for certain assets constructed are capitalized as a component of the cost of
acquiring those assets.

Deferred Revenue
Student tuition, fees, and dormitory rentals are deferred and recognized over the
applicable portion of each school term.

Operating lease rental payments related to the University’s lease of USA Knollwood
Hospital to the Infirmary Health System, Inc. are deferred and recognized as revenue
over the term of the lease using the straight-line method.

Classification of Net Assets
The University’s net assets are classified as follows:

Invested in capital assets, net of related debt represents the University’s total investment
in capital assets, net of outstanding debt obligations related to those capital assets. To the
extent debt has been incurred but not yet expended for capital assets, such debt is
excluded from the calculation of invested in capital assets, net of related debt.

Restricted, nonexpendable net assets consist of endowment and similar type funds which
donors or other outside sources have stipulated, as a condition of the gift instrument, the
principal is to be maintained inviolate and in perpetuity, and invested for the purpose of
producing present and future income, which may either be expended or added to

principal.
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Restricted, expendable net assets include resources that the University is legally or
contractually obligated to spend in accordance with restrictions imposed by external

parties.

Unrestricted net assets represent resources derived from student tuition and fees, state
appropriations, net patient service revenue, sales and services of educational activities
and auxiliary enterprises. Auxiliary enterprises are substantially self-supporting activities
that provide services for students, faculty, and staff. While unrestricted net assets may be
designated for specific purposes by action of management or the Board of Trustees, they
are available for use at the discretion of the governing board, to meet current expenses for
any purpose. Substantially all unrestricted net assets are designated for academic and
research programs and initiatives, and capital programs.

When an expense is incurred that can be paid using either restricted or unrestricted
resources, the University addresses each situation on a case-by-case basis prior to
determining the resources to be used to satisfy the obligation.

Scholarship Allowances and Student Financial Aid

Student tuition and fees, and certain other revenues from students, are reported net of
scholarship discounts and allowances in the statements of revenues, expenses, and
changes in net assets. Scholarship discounts and allowances are the difference between
the stated charge for goods and services provided by the University and the amount that
is paid by students and/or third parties making payments on the students’ behalf. Certain
governmental grants, such as Pell grants and other federal, state, or nongovernmental
programs are recorded as either operating or nonoperating revenues in the University’s
basic financial statements based on their classification as either an exchange or
nonexchange transaction. To the extent that revenues from such programs are used to
satisfy tuition and fees and certain other student charges, the University has recorded a
scholarship discount and allowance.

Donor Restricted Endowments

The University is subject to the “Uniform Management of Institutional Funds Act
(UMIFA)” of the Code of Alabama. This law allows the University, unless otherwise
restricted by the donor, to spend net appreciation, realized and unrealized, on the
endowment. The University’s endowment spending policy provides that 5% of the
three-year invested net asset moving average value (inclusive of net realized and
unrealized gains and losses), as measured at September 30, is available annually for
spending. The University’s policy is to retain the endowment net interest and dividend
income and net realized and unrealized appreciation with the endowment after
distributions allowed by the spending policy have been made. These amounts, unless
otherwise directed by the donor, are included in restricted, expendable net assets.

Classification of Revenues
The University has classified its revenues as either operating or nonoperating revenues.
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Operating revenues include activities that have the characteristics of exchange
transactions such as student tuition and fees, net of scholarship discounts and allowances;
sales and services of auxiliary enterprises, net of scholarship allowances; most federal,
state, and local grants and contracts; and, net patient service revenue.

Nonoperating revenues include activities that have the characteristics of nonexchange
transactions, such as gifts and contributions, and other revenue sources such as state
appropriations, investment income, and gifts.

Gifts and Pledges

Pledges of financial support from organizations and individuals representing an
unconditional promise to give are recognized in the basic financial statements once all
eligibility requirements, including time requirements, have been met. In the absence of
such a promise, revenue is recognized when the gift is received. Endowment pledges
generally do not meet eligibility requirements, as defined by GASB Statement No. 33,
Accounting and Financial Reporting for Nonexchange Transactions and are not recorded
as assets until the related gift has been received. Unconditional promises that are
expected to be collected in future years are recorded at the present value of the estimated

future cash flows.

Grants and Contracts

The University has been awarded grants and contracts for which funds have not been
received or expenditures made for the purpose specified in the award. These awards have
not been reflected in the basic financial statements, but represent commitments of
sponsors to provide funds for specific research or training projects. For grants that have
allowable cost provisions, the revenue will be recognized as the related expenditures are
made. For grants with work completion requirements, the revenue is recognized as the
work is completed. For grants without either of the above requirements, the revenue is

recognized as it is received.

Net Patient Service Revenue

Net patient service revenue is reported at estimated net realizable amounts due from
patients, third-party payers and others for healthcare services rendered, including
estimated retroactive revenue adjustments due to future audits, reviews and
investigations. Retroactive adjustments are considered in the recognition of revenue on an
estimated basis in the period the related services are rendered and such amounts are
adjusted in future periods, as adjustments become known or as years are no longer
subject to such audits, reviews and investigations.

Costs of Borrowing
Debt financing costs and bond premium and discounts are deferred and amortized using
the straight-line method, which approximates the effective interest rate method, over the

term of the related bond issue.
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Compensated Absences
The University accrues annual leave for employees as incurred at rates based upon length
of service and job classification.

Reclassifications
Certain amounts in the fiscal 2007 basic financial statements have been reclassified in
order to conform to fiscal 2008 classification.

2. Income Taxes

The University is classified as both a governmental entity under the laws of the State of
Alabama and as a tax-exempt entity under Section 501(a) of the Internal Revenue Code
as an organization described in Section 501(c)(3). Consistent with that designation, no
provision for income taxes has been made in the accompanying basic financial

statements.

3. Cash

Pursuant to the Security for Alabama Funds Enhancement Act, funds on deposit may be
placed in an institution designated as a qualified public depository (QPD) by the State of
Alabama. QPD institutions pledge securities to a statewide collateral pool administered
by the State Treasurer’s office. Such financial institutions contribute to this collateral
pool in amounts proportionate to the total amount of public fund deposits at their
respective institutions. The securities are held at the Federal Reserve Bank and are
designated for the State of Alabama. Additional collateral was not required for University
funds on deposit with QPD institutions. At September 30, 2007 (the last date for which
such information is reported), the net public deposits subject to collateral requirements
for all institutions participating in the pool totaled approximately $8,174,338,000.

4. Investments

The investments of the University are invested pursuant to the University of South
Alabama “Nonendowment Cash Pool Investment Policies” and the “Endowment Fund
Investment Policy” (collectively referred to as the University Investment Policies) as
adopted by the Board of Trustees. The purpose of the nonendowment cash pool
investment policy is to provide guidelines by which pooled funds not otherwise needed to
meet daily operational cash flows can be invested to earn a maximum return, yet still
maintain sufficient liquidity to meet fluctuations in the inflows and outflows of
University operational funds. Further, endowment fund investment policies exist to
provide earnings to fund specific projects of the endowment fund, while preserving
principal. The University Investment Policies require that management apply the
“prudent person” standard in the context of managing its investment portfolio.

Certain investments, primarily related to the University’s endowment assets, are pooled.
The University uses this pool to manage its investments and distribute investment income

to individual endowment funds.
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Credit Risk and Concentration of Credit Risk

The University Investment Policies limit investment in corporate bonds to securities with
a minimum “A” rating, at the time of purchase, by both Moody’s and Standard and
Poor’s. Investments in corporate paper are limited to issuers with a minimum quality
rating of P-1 by Moody’s, A-1 by Standard and Poor’s or F-1 by Fitch.

Additionally, the University Investment Policies require that not more than 10% of the
cash, cash equivalents and investments of the University be invested in the obligations of
a single private corporation and not more than 35% of the cash, cash equivalents and
investments of the University be invested in the obligations of a single government

agency.

Interest Rate Risk

The University’s Investment Policies do not specifically address the length to maturity on
investments which the University must follow; however, they do require that the maturity
range of investments be consistent with the liquidity requirements of the University.

Mortgage-Backed Securities

The University, from time to time, invests in mortgage-backed securities issued by the
Government National Mortgage Association (GNMA) and the Federal National
Mortgage Association (FNMA), agencies of the United States government. The
University invests in these securities to increase the yield and return on its investment
portfolio given the available alternative investment opportunities.

The fair value of mortgage-backed securities is generally based on the cash flows from
principal and interest receipts on the underlying mortgage pools. These securities include
collateralized mortgage obligations (CMOs). In CMOs, the cash flow from principal and
interest payments from one or more mortgage pass-through securities or a pool of
mortgages may be reallocated to multiple security classes with different priority claims
and payment streams (commonly referred to as tranches). A holder of the CMO security
thus chooses the class of security that best meets its risk and return objectives. CMOs are
subject to significant market risk due to fluctuations in interest rates, prepayment rates
and various liquidity factors related to their specific markets.

S. Note Payable
Note payable consisted of the following at the end of the current period:

Compass Bank limited obligation note, 2.743% payable through September 2008,
unsecured

6. Bonds Payable
Bonds payable consisted of the following at the end of the current period:

University Tuition Revenue Refunding Bonds, Series 1996, 3.80% to 5.00%,
refunded in January 2007
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University Tuition Revenue Bonds, Series 1999 Current Interest, 3.7% to 4.35%
payable through November 2010

University Tuition Revenue Bonds, Series 1999 Capital Appreciation, 4.7% to 5.25%,
payable November 2011 through November 2018

University Tuition Revenue Refunding and Capital Improvement Bonds, Series 2004,
2.00% to 5.00%, payable through March 2024

University Tuition Revenue Refunding and Capital Improvement bonds, Series 2006,
5.00%, payable through June 2037

Substantially all student tuition and fee revenues secure University bonds. Series 1996
Bonds began maturing November 2000 and were refunded from a portion of the proceeds
of the Series 2006 Bonds. Series 1999 Current Interest Bonds began maturing
November 2002, and Series 1999 Capital Appreciation Bonds mature beginning
November 2011. Series 1999 Bonds are not redeemable prior to maturity. Series 2004
Bonds began maturing in March 2005 and are redeemable beginning in March 2014.
Series 2006 Bonds begin maturing in December 2024 and are redeemable beginning in
December 2016.

During the year ended September 30, 2007, the University refunded the Series 1996
bonds with a portion of the proceeds from the issuance of the Series 1996 bonds. The
2006 refunding transaction resulted in an accounting loss totaling $924,000, which has
been deferred and is being amortized using the straight-line method through 2016.
Aggregate cash flows from the refunding date through contractual maturity of the Series
1996 bonds totals approximately $25,826,000, while aggregate cash flows from the
portion of the refunding Series 2006 bonds applicable to the refunding totaled
approximately $50,864,000 through the maturity date of the Series 2006 bonds, resulting
in a negative net cash flow differential for the refunding of approximately $25,038,000.
The economic gain (generally referred to as the present value of the net cash flow
differential discounted at the effective interest rate of the new debt) on the 2006
refunding transaction totals approximately $1,328,000.

The University defeased certain indebtedness during 1978 and 1984 by depositing funds
in escrow trust accounts sufficient to provide for the subsequent payment of principal and
interest on the defeased indebtedness. Neither the assets of the escrow trust accounts nor
the defeased indebtedness is included in the accompanying statements of net assets.

The University is subject to restrictive covenants related to certain note and bonds
payable. As of the end of the current period, management believes the University was in
compliance with such financial covenants.
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7. Capital Lease Obligation

In fiscal 2006, the University signed a three-year purchase agreement as a method of
financing the purchase of certain computer equipment for the USA Hospitals. Payments
are due monthly through fiscal 2009.

8. Net Patient Service Revenue

The Hospitals have agreements with governmental and other third-party payers that
provide for reimbursement at amounts different from their established rates. Contractual
adjustments under third-party reimbursement programs represent the difference between
the Hospitals’ billings at established rates for services and amounts reimbursed by

third-party payers.
A summary of the basis of reimbursement with major-third party payers follows:

Medicare — Substantially all acute-care services rendered to Medicare program
beneficiaries are paid at prospectively determined rates. These rates vary according to
patient classification systems that are based on clinical, diagnostic, and other factors.
Additionally, the Hospitals are reimbursed for both direct and indirect medical education
costs (as defined), principally based on per-resident prospective payment amounts and
certain adjustments to prospective rate-per-discharge operating reimbursement payments.
The Hospitals generally are reimbursed for certain retroactively settled items at tentative
rates, with final settlement determined after submission of annual cost reports by the
Hospitals and audits by the Medicare fiscal intermediary. The cost report for the USA
Medical Center has been audited and settled through 2004. The 2005 cost report has
been audited and settlement is pending. The cost report for USA Children’s and
Women’s Hospital has been audited and settled through 2006. The cost report for USA
Knollwood Hospital has been audited and settled through March 2006.

Blue Cross — Inpatient services rendered to Blue Cross subscribers are paid at a
prospectively determined per diem rate. Outpatient services are reimbursed under a cost
reimbursement methodology. For outpatient services, the Hospitals are reimbursed at a
tentative rate with final settlement determined after submission of annual cost reports by
the Hospitals and audits thereof by Blue Cross. The Hospitals’ Blue Cross cost reports
have been audited and settled for all fiscal years through 2006.

Medicaid - Inpatient services rendered to Medicaid program beneficiaries are reimbursed
at all-inclusive prospectively determined per diem rates. Outpatient services are
reimbursed based on an established fee schedule.

The Hospitals qualify as Medicaid essential providers and, therefore, also receive

supplemental payments based on formulas established by the Alabama Medicaid Agency.
There can be no assurance that the Hospitals will continue to qualify for future
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participation in this program or that the program will not ultimately be discontinued or
materially modified.

Other - The Hospitals have also entered into payment agreements with certain
commercial insurance carriers, health maintenance organizations, and preferred provider
organizations. The bases for payments to the Hospitals under these agreements include
discounts from established charges and prospectively determined daily and case rates.

9. Hospital Lease

Background

In fiscal 2006, the University and Infirmary Health System, Inc. (the Infirmary) entered
into a Lease Agreement (the Lease) in which the University agreed to lease certain land,
buildings and equipment at its USA Knollwood Hospital campus to the Infirmary. Assets
leased include the Knollwood 124-bed acute care hospital, the Knollwood 191-bed
long-term care acute hospital and, with the exception of four condominium units not
owned by the University, four professional office buildings located on the Knollwood
campus. Additional assets leased include significantly all of the equipment, fixtures,
furnishings and other personal property of the University used in connection with the
operation of the hospitals.

The lease was effective as of April 1, 2006 and extends fifty years through March 31,
2056 with an automatic renewal, for an additional forty-nine years, through March 31,
2105. The lease may be terminated after the initial fifty-year term by the Infirmary. Upon
the expiration or termination of the lease, the assets, along with responsibility for the
operation of such assets, will revert to the University and the University will pay the
Infirmary, at fair market value, for any capital improvements to the assets.

Additionally, the lease may be terminated at any time, at the option of the Infirmary, in
the event that a change in any law, statute, rule, or a regulation of any governmental or
other regulatory body or any third-party payment program is deemed by the Infirmary to
be significant. Significance is defined as anything that materially affects the operations,
including financial and otherwise, of the hospital. If the Infirmary exercises this option,
the University has the option of paying the Infirmary an amount equal to the fair market
value of the capital improvements to the leased assets or selling the leased assets to the
Infirmary for an amount equal to their fair market value. The University’s management
does not anticipate that this option will be exercised by the Infirmary.

Also in December 2005, and in connection with the lease, the University and Infirmary
executed a promissory note, due in June 2006, in which the University agreed to pay the
Infirmary $2,927,000, plus interest at an annual rate of 3.25%. This note was given in
consideration for approximately 6.7 acres of land in the vicinity of the Mobile Infirmary
Medical Center and the University of South Alabama Children’s and Women’s Hospital.
The Mitchell Cancer Institute is currently being constructed on this property.
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Financial Considerations

The total amount of lease payments due the University was based on the fair market
value of the assets, $32,418,000, as appraised in September 2005. The allocation of the
appraised fair market value is $29,370,000 for the land and buildings and $3,048,000 for
medical equipment, office furnishings and other equipment.

Upon execution of the lease, a partial lease prepayment in the amount of $7,418,000 was
made by the Infirmary. This prepayment consisted of cash and a credit for the promissory
note executed in consideration for the property as described above.

In addition to the prepayment, required annual lease payments by the Infirmary to the
University, are $1,000,000 in years one through five; $1,250,000 in years six through ten;
$1,500,000 in years eleven through fifieen; variable amount based on certain government
indices in years sixteen through thirty and $1 in years thirty-one through ninety-nine.
Lease payments are made monthly.

For reporting purposes, management assumed that the interest rate utilized in years
sixteen through thirty would remain at 3.75%. This assumption will be reviewed, and
amortization schedules adjusted, if necessary, when the actual interest rate is determined.

Financial Statement Presentation

As required by FASB Statement No. 13, related to leases involving both real property and
equipment, the equipment component of the lease must be considered separately in
determining whether or not the lease is a capital or an operating lease. As such, the
University has bifurcated the lease into an equipment component and a real property
component based on the appraised fair value of each such component. The financial
considerations of the lease are then applied to, and the accounting treatment is determined
for, each component based on this bifurcation.

Pursuant to FASB Statement No. 13, the equipment component of the lease is considered
a capital lease (sales-type lease) and as such has been recorded as a capital lease
receivable, both current and noncurrent, in the accompanying basic financial statements

of the University.

The component of the lease attributable to land and buildings is considered an operating
lease. As such, lease revenue will be recorded as it is earned over the ninety-nine year
lease term (the fifty-year initial term and the forty-nine year automatic renewal term).
The expected total lease payments to be received over the next thirty years along with
cash and other consideration already received will be deferred and amortized over the

ninety-nine year term.

10. Derivative Transactions

In January 2008, the University entered into a synthetic advance refunding of the
outstanding Series 2004 and 2006 bonds with Wachovia Bank (Wachovia). This
transaction was effected through the sale of two swaptions by the University to
Wachovia. The transactions resulted in an up-front payment to the University totaling
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$9,328,000 in exchange for selling Wachovia the option to enter into an interest rate swap
with respect to the Series 2004 and 2006 bonds in 2014 and 2016, respectively.
Derivative transactions are entered into pursuant to the University’s “Derivative Policy.”

Objective of the derivative transaction
The objective of this transaction is to realize debt service savings currently from future
debt refunding and create an economic benefit to the University.

Terms
A summary of the transaction is as follow:

Option Effective
Dateof  Expiration Date of Termination Payment

Issue Issue Date Swap Date Amount
Series 2004 bonds 2-Jan-08 16-Dec-13 15-Mar-14 15-Mar-24 $ 1,988,000
Series 2006 bonds 2-Jan-08  1-Sep-16  1-Dec-16  1-Dec-36 7,340,000

If Wachovia exercise its options in 2014 and 2016, the University would, at Wachovia’s
option, be forced into an underlying swap. If the option is exercised, the University
would begin to make payments on the underlying swap contract. Simultaneously, the
University would call outstanding 2004 and 2006 bonds and issue variable rate demand
notes (VRDNS) in their place. Under the swap contract, the University would pay a fixed
rate of 4.9753% on the 2004 bonds and 5.0% on the 2006 bonds to Wachovia and would
receive payments based 68% of the one-month LIBOR index. Alternatively the
University could, at its option; cash settle the swap and retain its right to refund the 2004
and 2006 bonds.

If the interest rate environment is such that Wachovia chooses to not exercise its option,
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