SECTION: A5
BOARD OF REGENTS DATE: |

EASTERN MICHIGAN UNIVERSITY September 19, 2006

RECOMMENDATION -

REPORT: OMB CIRCULAR A-133 SUPPLEMENTARY FINANCIAL REPORTS FOR
THE YEAR ENDED JUNE 30, 2006

ACTION REQUESTED
It is recommended that the Board of Regents receive, approve and place on file the OMB
Circular A-133 Supplementary Financial Reports for the year ended June 30, 2006

STAFF SUMMARY

The report includes an independent auditors’ report on compliance with requirements applicable
to the University’s Federal Awards Programs. The report states that the University complied, in
all material respects, with the requirements governing its major Federal Awards Programs for the
year ended June 30, 2006.

FISCAL IMPLICATIONS
None

ADMINISTRATIVE RECOMMENDATION
The proposed Board action has been reviewed and is recommended for Board approval.
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Independent Auditor's Report

Board of Regents
Eastern Michigan University

We have audited the basic financial statements of the University for the year ended June 30,
2006 and have issued our report thereon dated August 29, 2006. Those basic financial
statements are the responsibility of the management of the University. Our responsibility was to
express an opinion on those basic financial statements based on our audit.

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

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
of the University taken as a whole. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis and is not a required part of the basic
financial statements. The information in this schedule has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

August 30, 2006
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Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Regents
Eastern Michigan University

We have audited the financial statements of the University as of and for the year ended June 30,
2006 and have issued our report thereon dated August 29, 2006. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the University's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide an opinion on the internal control
over financial reporting. Our consideration of the internal control over financial reporting would
not necessarily disclose all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a reportable condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements caused by error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider
to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.
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Board of Regents
Eastern Michigan University

This report is intended solely for the information and use of the audit committee, Board of
Regents, management, federal awarding agencies, and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

August 30, 2006
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Report on Compliance with Requirements Applicable to Each
Major Program and on Internal Control Over Compliance
in Accordance with OMB Circular A-133

Board of Regents
Eastern Michigan University

Compliance

We have audited the compliance of the University with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30,
2006. The major federal programs of the University are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs. Compliance with
the requirements of laws, regulations, contracts, and grants applicable to each of its major
federal programs is the responsibility of the University's management. Our responsibility is to
express an opinion on the University's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the University's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the University's compliance with
those requirements.

In our opinion, the University complied, in all material respects, with the requirements referred
to above that are applicable to each of its major federal programs for the year ended June 30,
2006. However, the results of our auditing procedures disclosed an instance of noncompliance
with those requirements that is required to be reported in accordance with OMB Circular ~ A-
133 and is described in the accompanying schedule of findings and questioned costs as item
2006-1.
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Board of Regents
Eastern Michigan University

Internal Control Over Compliance

The management of the University is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the
University's internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal control
over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control
~components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts, and grants caused by error or fraud that
would be material in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over compliance and its operation
that we consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee, Board of
Regents, management, federal awarding agencies, and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

August 30, 2006
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Eastern Michigan University

‘Schedule of Expenditures of Federal Awards
Year Ended June 30, 2006

FEDERAL FEDEPRAL
FEDERAL AGENCY/PASS-THROUGH AGENCY/PROGRAM CFDA AWARD 2005-06 FEDERAL
NAME NUMBER NUMBER EXPENDITURES
Clusters:
STUDENT FINANCIAL AID CLUSTER
LOAN AND LOAN GUARANTEE PROGRAMS:
Stafford Loans - Subsidized 84.032 - 37,910,975
Stafford Loans - Unsubsidized 84.032 - 41,269,717
Parent Loans for Students (PLUS) 84.032 - 10,120,454
Perkins:Loans Issued 84.038 - 2,032,333
Total Loan and Loan Guarantee Programs 91,333,479
US DEPARTMENT OF EDUCATION:
USDE:PELL 84.063 PO63P041630 11,429,926
USDE:SEOG 84.007 PO07A042005 863,678
USDE:FCWS 84.003 P033A042005 1,040,915
USDE:CWS Job Locator 84.033 P033A042005 48,848
TOTAL US DEPARTMENT OF EDUCATION 13,383,367
Total Student Financial Aid Cluster 104,716,846
RESEARCH AND DEVELOPMENT CLUSTER
DEPARTMENT OF DEFENSE:
DOD/ONR:Advanced Antifouling Coatings&M 12.300 ONRBAAD4-001 234,195
DOD/UM:Breast Cancer Screening 12.910 W8I XWH 91,241
DOD/USARL:Advance CRI Control 12910 DAADI190320013 29,904
DOD/USARL:CRI Controllables 12.300 DAAD 90320013 111,246
DOD/USATACOM:Advanced Coatings Research 12.910 DAAEQ703CLI27 (18,396)
Advance Fouling Release 220602 12.300 ONR BAA #04-001 106,463
TOTAL DEPARTMENT OF DEFENSE 554,653
ENVIROMENTAL PROTECTION AGENCY:
EPA/GLFC:Attachment Behavior of Sea Lampreys 66.469 - 29,398
EPA: Agency Research 66.424 NC-161-05-06E 42,496
TOTAL ENVIROMENTAL PROTECTION AGENCY 71,894
HEALTH AND HUMAN SERVICES:
HHS/BFDI: Family Connections Year 2 93.595 - 13,001
HHS/MDCH:Alzheimer's Education Prog 93,951 - 20,253
HHS/MDCH:Alzheimer's Research Progr ' 93,951 3 10,805
HHS/MDCH:CAFAS YR9 93.958 - 21,281
HHS/MDCH Cafas Yr 10 93.958 05B1CMHS-03 49,472
HHS/MDCH Parent Management 93,958 05B1 CMHS-03 27,477
HHS/BFDI: Family Connections Year 93.595 32,938
TOTAL HEALTH AND HUMAN SERVICES 175,227
See Notes to Schedule of Expenditures 6 09/07/06 11:18 AM
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Eastern Michigan University

Schedule of Expenditures of Federal Awards - Continued
‘ Year Ended June 30, 2006

FEDERAL FEDERAL
FEDERAL AGENCY/PASS-THROUGH AGENCY/PROGRAM CFDA AWARD 2005-06 FEDERAL
NAME NUMBER NUMBER EXPENDITURES

INSTITUTE FOR MUSEUM AND LIBRARY SERVICES:
IMLS/KSU:Infusing Science 45312 CL0003002503 (370)
NATIONAL INSTITUTE OF HEALTH:
NIH/MDCH:Building Michigan's Resear 93.242 1R24MH06876001 276
NIH:Alcohol-Related Sexual 93.273 IRO3AAQI460101 Al 52,890
NIH:H. influenzae modulins in COPD airw 93.390 RISHLO71526 24,386
NIH:Invest Common Retro 93.390 RISGM62828A 41,533
NIH:UMICH: Flu_Vac Study 93.371 - 40,031
NIH:Signaling Cascades, Allost 93.859 RFAGMO1005 9,995

TOTAL NATIONAL INSTITUTE OF HEALTH 169,111
NATIONAL SCIENCE FOUNDATION:
NSF/UCAR:Collaberative Proj Yr 2 47.076 - 670
NSF/UM:MSP- MAP Project 47.076 - 44,507
NSF/WSU:E-Meld 47.075 - 136,537
NSF:Acquistions to Create Organisma 47.074 DBI-0420965 151,503
NSF:CCLI-Genomics 47.076 DUE 0126640 35,902
NSF:Collaborative Research:DL 47.076 DUE-0435098 30,401
NSF:Dena'ina Online Training and Ac 47.078 OPP-0326805 68,518
NSF:1/U CRC in Coatings EMU (TACOM Supplement) 47.041 :EC-0003771 SUPPI 23,358
NSF:I/U CRC in Coatings EMU 47.041 EEC-0003771 6,686
NSF:Infusing NSDL in Middle Schools 47.076 0333632 128,531
NSF:NUE-RUI Nanotechnology 47.049 CHE-0407360 28,492
NSF:RUI Investigation of interactions 47.074 - 73,385
NSF:RUI Stomatal Aperture 47.074 IBN-0343873 125,500
NSF:Survey of the Iragi Public 47.075 SES-0433773 28,102
NSF:The Rosetta Project 47.076 DUE-0333530 33,161
NSF:The Entourage of Saudi Ara 47.076 - (907)
Nsf:Rui-Acquisition of a NMR 47.049 CHE-0443444 189,070
NSF:RUI-p59fyn in XEphA4 47.074 MCB-0445273 61,755
NSF: Iragi's Perceptions 47.076 SES-0522174 87,546
NSF-DHB LL-Map Language 47.075 BCS-0527512 61,856
NSF:Creative Scientific Inquir 47.075 525514 85,838
Collaborative Research:DLConne 47.076 - 29,985
NSF:Infusing NSDL in Middle Sc 47.076 0333632 128,531
NSF/HFCC:Partnership for Math 47.076 402488 18,936

TOTAL NATIONAL SCIENCE FOUNDATION 1,577,863
US DEPARTMENT OF ENERGY:
Traco: Coatings with Low Emissivity 81.049 DE-FC-04NT42321 103,856
UNITED STATES DEPARTMENT OF AGRICULTURE:
USDOA/EWC/PDC: Imagery & ENDUR 12,114 DASWO01-02-2-0001 48,378

See Notes to Schedule of Expenditures 7
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Eastern Michigan University

Schedule of Expenditures of Federal Awards - Continued
Year Ended June 30, 2006

FEDERAL FEDERAL
FEDERAL AGENCY/PASS-THROUGH AGENCY/PROGRAM CFDA AWARD 2005-06 FEDERAL
NAME NUMBER NUMBER EXPENDITURES
US DEPARTMENT OF EDUCATION:
USDE/FCC:Underground Railroad Museum 84.345 P345A03001 | 1,076
USDE/MDE: SHE DOES MATH 84.367 030290/903 27,279
USDE/SAU:Ecology Tec 84.281 - (11,533)
USDE/UCLA:RETURN TO UCUCHI 84.017 - 28,382
USDE/UWM:CEAC Year 9 84.287 S283A50012 27,613
USDE/WCS:Character Ed Evaluation ¢ 84.125 R2155020108 77,863
Jumpstart Americorps Program 94.006 - 65,722
USDE/LPA:Lesson Studies Projec 84,345 - 20,000
USDE:Multimedia Digital 200605 84.229 - 1,552
Usde/Mde: Career & Tech Teache 84.367 6018-2 932
TOTAL US DEPARTMENT OF EDUCATION 238,886
US DEPARTMENT OF JUSTICE:
DI/USGS:GIS/Math Model-Wetland ; 15.808 03ERAGO060 843
US DEPARTMENT OF INTERIOR:
DI/MDMNR: Habitat of Indiana Bat 15.608 751B3001052 36,863
US DEPARTMENT OF |USTICE:
USDJ: TEEN SERT 20051109 16.609 2003-DD-BX-1155 28,846
US FISH AND WILDLIFE SERVICES:
The Bat Community Along Black 15.634 751B6200019 24,234
US INSTITUTION FOR PEACE:
USIP:Youth, Emotional Energy, and P 91.001 - 21,690
TOTAL RESEARCH AND DEVELOPMENT CLUSTER 3,051,974
OTHER FEDERAL AWARDS
CORPORATION FOR PUBLIC BROADCASTING:
CPB:2005 Radio Comm. Service 83.544 64332-3T01 25,221
ENVIROMENTAL PROTECTION AGENCY:
EPA/MDEQ:Stony Creek Watershed Plan 66.606 - 776
FEDERAL EMERGENCY MANAGEMENT AGENCY:
FEMA/MCSC:CERT Training 83.531 - (3,122)

See Notes to Schedule of Expenditures 8
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Eastern Michigan University

Schedule of Expenditures of Federal Awards - Continued
' Year Ended June 30, 2006

FEDERAL FEDERAL
FEDERAL AGENCY/PASS-THROUGH AGENCY/PROGRAM CFDA AWARD 2005-06 FEDERAL
NAME NUMBER NUMBER EXPENDITURES
HEALTH AND HUMAN SERVICES:
HHS/MFIA:MSW Child & Family 2004-2005 93.658 FLDSUO02-81001 1,025
INTERNATIONAL RESEARCH AND EXCHANGE BOARD:
DOS/IREX Undergrad Fellowship 19,405 - 11,981
MICHIGAN DEPARTMENT OF EDUCATION:
MDE/MDLEG:BPA 04-05 84.048 053430/50131 20,719
MDE/MDLEG:CTTE 04-05 84.048 053430/50181 849
MDE/MDLEG:DECA 04-05 84.048 053430/50134 2
MDE/MDLEG:FCCLA 04-05 84.048 053430/50133 14,419
TOTAL MICHIGAN DEPARTMENT OF EDUCATION 35,989
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION:
NASA/MSGC:Operating Support 43.001 - 820
NASA/MSGC:ORIGINS 43.001 - 5,967
TOTAL NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 6,787
NATIONAL INSTITUTE OF HEALTH:
NIH/MSU::Race and Family 93.279 - 3,461
NIH/UM:MI Bridge to Doc Progrm 93.249 RFAGMO1005 5,491
TOTAL NATIONAL INSTITUTE OF HEALTH 8,952
US DEPARTMENT OF AGRICULTURE:
USDA/USM:NFSMA Recess Before Lunch 10.555 USMGROI513BI0 16,008
US DEPARTMENT OF EDUCATION:
USDE/MDE:04-05 MI School Readiness 99.517 055170-B0555C 20,681
USDE/MDE:CCLC Year 2 84,287 042110/215T02093 6,669
USDE/MDE:Linking Teacher Knowledge 84.367 040290/106 9,885
USDE/MDE;TLT Detroit Il 84.367 050290/602 159,301
USDE/MDE:Urban Elem Math Teachers 84.367 040290/502 1,148
USDE/NWP:Emu Writing Project 84.298 92-MI01 354
USDE/NWP:EMU Writing Project 04-05 84.298 92-MI0l 6,639
USDE/NWP:EMU Writing Project 05-06 84.298 92-Mi0l 38,322
USDE:Upward Bound 03-08 84.047 P047A030789 357,042
USDE/MDE Deca 84.048 6013-2 81,811
USDE/MDE Fecla 84,048 6013-4 62,125
USDE/MDE: Bpa 84.048 6013-1 65,674
USDE/MDE:MI School Readiness 0 84.048 065170-C0664C 63,401
USDE/MDE:CCLC Year 3 84.287 - 352,264
USDE/MDE Project Success 84.367 060290-611 21,994

TOTAL US DEPARTMENT OF EDUCATION ,247,310

See Notes to Schedule of Expenditures 9
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Eastern Michigan University

Schedule of Expenditures of Federal Awards - Continued
~ Year Ended June 30, 2006

FEDERAL FEDERAL
FEDERAL AGENCY/PASS-THROUGH AGENCY/PROGRAM CFDA AWARD 2005-06 FEDERAL
NAME NUMBER NUMBER EXPENDITURES
US DEPARTMENT OF HOMELAND SECURITY:
USHS:MDSP Teen SERT 20060535 97.004 - 101,844
USDHS: Fire Sympesium 20060306 97.002 - 140,782
Weed & Seed 22060804 97.002 - 8,286
TOTAL US DEPARTMENT OF HOMELAND SECURITY 250,912
US DEPARTMENT OF JUSTICE:
USD):Center for Community Building 16.609 2003DDBXI 155 239,504
US DEPARTMENT OF STATE:
USDS/ACIE:Internship Program 2005 19.401 - 3212
USDS/ACIE:Muskie Graduate Fellowship 19.405 - 3,072
TOTAL US DEPARTMENT OF STATE 6,284
US ELECTION COMMISSION:
USELE: Engaging Students 90.400 - 4,166
US SMALL BUSINESS ADMINISTRATION:
USSBA/GVYSU:SBTDC -2005 59.037 - 318,197
USSBA/GVSU:SBDTC -2006 59.037 - 186,617
TOTAL US SMALL BUSINESS ADMINISTRATION 504,814
TOTAL OTHER FEDERAL AWARDS 2,356,607
TOTAL FEDERAL EXPENDITURES $110,125,427

See Notes to Schedule of Expenditures 10
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Eastern Michigan University -

Notes to Schedule of Expenditures of Federal Awards
' Year Ended june 30, 2006

Note | - Significant Accounting Policies

The accompanying schedule of expenditures of federal awards includes the federal
grant activity of the University and is presented on the same basis of accounting as
the basic financial statements. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of,
the basic financial statements.

Note 2 - Loans Outstanding

The institution had the following loan balances outstanding at June 30, 2006. These
loan balances are not included in the federal expenditures presented in the schedule.

CFDA Amount
Cluster/Program Title Number Outstanding
Federal Perkins Loan Program 84.038 $ 11,737,624

Note 3 - Subrecipient Awards

Of the federal expenditures presented in the schedule, federal awards were
provided to subrecipients as follows:

Amount
CFDA  Provided to
Federal Program Title Number Subrecipients
Alcohol-Related Sexual Assault Amoung Adolescents 93273 $ 22,152
Infusing NSDL in Middle Schools - Obstacles and Strategies 47.076 118,130
Iraqi's Perceptions of the Past, Present and Future 47.076 66,330
Center for Community Building & Civic Engagement 16.609 40,871
Small Business Technical Development Center Region 9 Host 2005 59.037 78,322
Total Provided to Subrecipients $ 325,805

See Notes to Schedule of Expenditures [ 09/07/06 11:18 AM
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Eastern Michigan University -

Schedule of Findings and Questioned Costs
Year Ended June 30, 2006

Section | - Summary of Auditor's Results

Financial Statements

Type of auditor’s report issued: Unqualified
Internal control over financial reporting:

e Material weakness(es) identified? Yes X _ No

e Reportable condition(s) identified that are
not considered to be material weaknesses? Yes X __ None reported

Noncompliance material to financial
statements noted? Yes X __ No

Federal Awards

Internal control over major program(s):

¢ Material weakness(es) identified? Yes X__No

e Reportable condition(s) identified that are
not considered to be material weaknesses? Yes X__ None reported

Type of auditor’s report issued on compliance for major program(s): Unqualified

Any audit findings disclosed that are required
to be reported in accordance with
Section 510(a) of Circular A-133? X Yes No

Identification of major program(s):

CFDA Number(s) Name of Federal Program or Ciuster
84.007, 84.032, 84.033
84.038 and 84.063 ' Student Financial Aid Cluster

Dollar threshold used to distinguish between type A and type B programs: $563,758

Auditee qualified as low risk auditee? X Yes No

[2 09/07/06 11:18 AM



Eastern Michigan University

Schedule of Findings and Questioned Costs - Continued
Year Ended June 30, 2006

Section ii - Financial Statement Audit Findings

Reference
Number Findings
None
See Notes to Schedule of Expenditures 13 09/07/06 11:18 AM
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Eastern Michigan University

Schedule of Findings and Questioned Costs (Continued)
- Year Ended June 30, 2006

Section Il - Federal Program Audit Findings

Reference
Number Findings
2006-1 Program Name — Student Financial Assistance Cluster

Finding Type — Material non-compliance

Criteria — Federal regulations require the University to perform a Return of
Title IV funds calculation when students withdraw during the semester. This
calculation is based on a standard form provided by the Department of
Education.

Condition — The calculation splits the amount of Title IV funds due back to
the government into the University and student responsibility based on
University charges assessed to the student. The University was using net
charges instead of gross, resulting in the University returning less funds on the
student’s behalf than was required.

Questioned Costs — The amount is $42,010

Recommendation - The University should adjust the calculations done
incorrectly, return the correct funds to the government, and modify it's
procedures to ensure that the correct charges are used in the calculation in
the future. The Return of Title IV calculations should be performed and
reviewed regularly by individuals familiar with the requirements.

Views of responsible officials and planned corrective actions -
Management agrees with the recommendation.  The refunds were
recalculated using the correct charges and the additional amounts due back by
the University were returned. The staff member responsibie for the
calculations was retrained and the procedures were reviewed.
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Eastern Michigan University

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2006

Reference
Number Findings
2005-1 Finding — Improper Reconciliation of Accounts Receivable

Finding Type — Reportable Condition

Condition — The University did not adequately reconcile the accounts
receivable subsidiary ledger to the general ledger.

Status — Corrective action has been taken.
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