BOARD OF REGENTS SECTION: 20

EASTERN MICHIGAN UNIVERSITY DATE:

June 23, 2009

RECOMMENDATION

FINANCE AND AUDIT COMMITTEE

ACTION REQUESTED

It is recommended that the Board of Regents receive and place on file the minutes from the April
21, 2009 Finance and Audit Committee meeting, the Working Agenda for the June 23, 2009
meeting and the Informational Reports and Financial Updates.

STAFF SUMMARY

April 21, 2009 Meeting

Regular Agenda items discussed at the April 21, 2009 Finance and Audit Committee were Staff

Separations/Retirements and Staff Appointments for period February 1 through April 1, 2009 as

well as the Informational Reports and Financial Updates as of February 28, 2009, The

Committee reviewed the recommendations to the Board for:

e Authorizing the Issuance and Delivery of General Revenue Bonds and General Revenue
Refunding Bonds

e OMB Circular A-133 Supplementary Financial Reports for the Year Ended June 30, 2008

e 2009-10 Rates for Room, Board and Apartments

e Identity Theft Prevention Program — Red Flag Rule

June 23, 2009 Meeting Agenda

Regular agenda items include Staff Separations/Retirements and Staff Appointments for period
April 1, 2009 through June 4, 2009 as well as the Informational Reports and Financial Updates
as of April 30, 2009. The Committee also will review recommendations to the Board for:

e 2009-10 General Operating, Auxiliary and Capital Budgets

e 2009-10 Tuition and Fees

e Authorizing the Purchase of Fletcher School Property

FISCAL IMPLICATIONS

None

ADMINISTRATIVE RECOMMENDATION

The proposed Board action has been reviewed and is recommended for Board approval.

University Executive Officer Date



Eastern Michigan University
Finance and Audit Committee
Meeting Minutes
April 21, 2009

Present: Regents J. Stapleton, P. Incarnati, F. Parker, M. Okdie, J. Lumm
CONSENT AGENDA

Section 1: Recommendation Staff Appointments

The University recommended to the Board of Regents to approve 10 staff appointments for the reporting period
of February 1, 2009 through April 1, 2009.

Section 2: Recommendation Staff Separations/Retirements

The University recommended to the Board of Regents to approve 8 staff separations and retirements for the
reporting period of February 1, 2009 through April 1, 2009.

INFORMATIONAL REPORTS

Section 11: Recommendation Monthly Reports — Finance and Audit Committee,
Informational Reports and Informational Presentations

John Lumm noted that the Grants and Contracts report indicated that awards totaling $1.6M were received
during the period of February 1 through March 31. On a YTD basis through March 31, awards for fiscal year
2008-09 totaled $11.1M, an increase of $3.1M (39%) over the same period in 2007-08. YTD proposals
submitted in 2008-09 totaled $46.7M, double the dollar level of proposals one year ago. He also stated that
hased on the dollar value, 73% of the 2008-09 awards were federal, 23% were from foundations and state/local
governments, and 4% were from business and industry.

John reported that under Strategic Initiatives Progress the pilot of Phase 2 of the University's new e-mail system
(EagleMail) was completed successfully in April and University-wide roll-out of collaboration and productivity
tfools (shared folders, briefcase, address book, task lists and documents) began earlier this month. A second
pilot for shared calendaring functionality will begin later this month. EMU’s Computer Refresh program for the
year was completed in February with 550 systems ordered. Upgrades to the University's ERP system (Banner

and Oracle) are continuing and planning is underway for the next major Banner upgrade (Version 8.0) Launch of
the upgrade will occur in June or July 2010.

As of February 28, 2009, EMU’s cash and investments balance was $101M equivalent to 118 days cash on

hand. The cash and investment levels are consistent with budget. The University’s YTD annualized portfolio
return through December 31 was 1.53%.

Student accounts receivable totaled $17.5M at February 28, up 2.2% from February 2008. Receivables in
excess of 180 days past due were $5.9M at February 28, up $1.1M from February 2008. We continue to monitor
the receivables closely.

The University's unrestricted net assets at February 28, 2009 were $87.2M, consistent with budget. Total net
assets at December 31 were $264.3M, also consistent with budget,

Financial Updates for Operating Budgets (Eight months through February 28, 2009)

Revenues for the first eight months of the fiscal year in both the General ($202.7M) and Auxiliary ($29.9M) funds
were generally consistent with budget in total. Income is tracking below budget. YTD General Fund expenditures
through February were $184.5M or 70.2% investment of the annual $262.7M budget, consistent with the same
period in 2007-08. General Fund expenditures YTD are in line with budget in total and interest expense is over
budget reflecting the capital market challenges. Offsetting the unfavorable interest costs has been favorable



performance to budget for fringe benefit costs and utilities. YTD Auxiliary Fund expenditures through the first
eight months were $23.8M (67.1%) of the full year expenditure budget. For the Full Year Forecast the outlook is
largely unchanged from February. Barring any significant unforeseen events, projections for the General Fund
indicate we will finish the year at or very near budget for both revenues and expenditures. We continue fo
monitor expenses closely and take action as necessary.

Enroliment and Student Credit Hours — 2008-09 Forecast/Early Application Data for 2009-10

The present forecast for 2008-09 fiscal year remains at 513,100 credit hours, down 2.2% from 2007-08 and
down 9.9% from the peak in 2003-04. The 2008-09 budget, including the 5,000 credit hour challenge, is
514,000. At the 513,100 level, the University will have achieved 82% (4,100 hours) of the credit hour challenge.
The present full year forecast for credit hours is slightly below budget (900 hours), tuition revenue will meet, or
slightly exceed, budget as the actual mix of credit hours has been favorable to budget. Applications received
through April 2” for Fall 2009 are relatively strong compared with the same time last year. FTIAC applications
are up 7% (9,179 vs. 8,590), transfer applications are up 14% (1,570 VS. 1,376), and Graduate applications are
up 13% (1,870 vs. 1,658).

Section 12: Recommendation Authorizing the Issuance and Delivery of General Revenue
Bonds and General Revenue Refunding Bonds

It is recommended that the Board of Regents approve the resolution authorizing the issuance of general
revenue bonds and general revenue refunding bonds replacing the Dexia letter of credit with a letter of credit
issued by JPMorgan Chase Bank.

Section 13: Recommendation OMB Circular A-133 Supplementary Financial Reports for the
Year Ended June 30, 2008

It is recommended that the Board receive, approve and place on file the OMB Circular A-133 Supplementary
Financial Reports for the Year Ended June 30, 2008 the 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 Award Programs. Plante &
Moran reported in the Schedule of Findings and Questioned Costs that there were no material weaknesses, no
Financial Statement audit findings or Federal Program audit findings to report.

Section 14: Recommendation 2009-10 Rates for Room, Board and Apartments

It is recommended that the Board of Regents approve the 2009-10 rate of 5.9% for residence halls, meal plans,
and a 3.65% average rate increase for all apartment units. With the increase cost of energy, food and supplies,
labor and benefits, and an ever growing deferred maintenance expense, these rates are required to meet all
financial obligations and set aside funds for future investment in auxiliary facilities.

Section 15: Recommendation Identity Theft Program — Red Flag Rule

It is recommended that the Board of Regents adopt a policy that establishes an Identity Theft Prevention
Program as required by Public Law 108-159, secs. 115 and 315; 15 U.S.C. 1818c(h); 16 C.F.R. Part 681. It is
further recommended that the Board of Regents, through the President, authorize the Chief Financial Officer
and the Vice President of Student Affair and Enrollment Services to oversee, develop, implement and administer
the Identify Theft Prevention Program and, once presented, the initial program be reviewed and approved by the
Finance and Audit Committee of the Board of Regents.

Meeting was adjourned at 3:10 PM.
Respectfully Submitted,

Tammy Morle
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Page 1 of 2
Eastern Michigan University
Board of Regents — June 23, 2009 Finance and Audit Committee
Informational Reports and Financial Update
(Executive Summary)

Consent Agenda — Staff Appointments and Separations/Retirements

e 8 staff appointments and 14 staff separations/retirements for the period April 2, 2009 through
June 4, 2009 are recommended for Board approval.

Grants and Contracts (April 1, 2009 through May 31, 2009)

e Grant and contract awards totaling $643K were received during the two month period.

e Ona YTD basis through May 31, awards for fiscal year 2008-09 totaled $11.7M, an increase
0f $2.3M (24%) over the same period in 2007-08. YTD proposals submitted in 2008-09
totaled $54.8M, a 75% increase compared with the dollar level of proposals a year ago.

e Based on the dollar value, 73% of the 2008-09 YTD awards were federal, 23% were from
foundations and state/local governments, and 4% were from business and industry.

Information Technology — Strategic Initiatives Progress Report

e A second pilot of Phase 2 of the University’s new e-mail system (EagleMail) was conducted
in May. This month, the second set of collaboration and productivity tools (shared calendars
and mobile device synchronization) will be rolled out University wide. As with prior
EagleMail rollouts, demonstration and training sessions are offered.

o EMU’s Computer Refresh program for the year was completed in February with 550 systems
ordered.

e Upgrades to the University’s ERP systems (Banner and Oracle) are continuing. Planning
continues for the next major Banner upgrade (Version 8.0 — August 2010). Planning for the
upgrade to version 4.0 of Luminus software is also continuing.

Financial Update — Balance Sheet (as of April 30, 2009)

e EMU’s cash and investments balance on April 30 was $88.4M, equivalent to 104 days cash
on hand. The cash and investment levels remain consistent with budget. The University’s
YTD annualized portfolio return through April 30 was 2.08%.

e Student accounts receivable totaled $19.0M at April 30, down 4.3% from April a year ago.
Receivables in excess of 180 days past due were $6.0M at April 30, up $1.5M from April
2008. We continue to monitoring the receivables closely.

o The University’s unrestricted net assets at April 30 were $73.1M, consistent with budget.
Total net assets at April 30 were $250.6M, also consistent with budget.

University Financing Actions

o Refinancing of University’s $125M of variable rate debt was completed on May 12. The
favorable rate impact of replacing Dexia Bank with Chase Bank was immediate.

e New borrowing ($100M fixed rate) was completed May 28. A combination of conventional
tax exempt and taxable Build America Bonds were issued at an all-in average rate of 4.75%.



Financial Update — Executive Summary Cont’d Page 2 of 2

Financial Update — Operating Budgets (Ten Months through April 30, 2009)

Revenues for the ten months of the fiscal year in both the General ($234.4M) and Auxiliary
($33.9M) funds were generally consistent with budget. Investment income, previously
mentioned as an income element underperforming budget, has improved.

YTD General Fund expenditures through April were $229.1M or 87.2% of the annual
$262.7M budget, consistent with the same period in 2007-08. Although General Fund
expenditures YTD are generally in line with budget in total and for most cost elements,
interest expense is significantly over budget reflecting the capital market challenges.
Offsetting the unfavorable interest costs has been favorable performance to budget for fringe
benefit costs, utilities and SS&M.

YTD Auxiliary Fund expenditures through the first ten months were $31.1M, equivalent to
87.5% of the full year expenditure budget.

Full Year GF Forecast — the outlook has improved since February. Barring any significant
unforeseen events, we are projecting a General Fund surplus of about $2M (0.8%) for the full
fiscal year.

Revenues are forecasted to be about $1M higher than budget, primarily in tuition and fees.
Although we will likely finish the year slightly below budge on student credit hours (513,000
vs. budget of 514,000), the mix of hours has been favorable to budget throughout the fiscal
year. As noted above, Investment income is now tracking better than budget.

Expenditures are forecasted to be about $1M below budget. Fringe benefits, utilities, SS&M,
and equipment are all tracking below budget, more than offsetting the higher interest costs.

Student Credit Hours — 2008-09 Forecast/Current Status for Summer/Fall 2009

The present forecast (largely actual) for the 2008-09 fiscal year remains at 513,200 credit
hours, down 2.1% from 2007-08 and down 9.9% from the peak in 2003-04. The 2008-09
budget, including the 5,000 credit hour challenge, is 514,000 hours. At the 513,200 level, the
University will have achieved 84% (4,200 hours) of the credit hour challenge.

As of June 4, student credit hours for Summer 2009 are down 356 hours (1.5%) from
Summer 2008 and Fall 2009 credit hours of 144,036 are down 503 (0.3%) from Fall 2008.
The FY2009-10 budget recommendation presented today reflects 510,000 credit hours for the
year -- down 0.6% year-to-year. A top University priority is to achieve credit hour
production in FY10 higher than FY09 and a 514,000 credit hour internal target has been
established and cascaded.

To date, Residence Hall occupancy is tracking higher than a year ago with 1,859 contracts
signed through May 29 compared with 1,711 at the same time last year.

June 23, 2009
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Division of Information Technology

STRATEGIC INITIATIVES PROGRESS REPORT

May-June 2009

EagleMail Project

Update on EagleMail—Phase II:

e The second pilot was conducted during May.

o The second set of collaboration and productivity tools will be rolled
out in June. These include EagleMail calendars and mobile device
synchronization.

o Demonstration and ongoing training sessions will be offered in June.

Computer Refresh

o The Faculty/Staff portion of the 2008 Computer Refresh Program is
complete.

o 550 systems were ordered.
» 77% Dell and 23% Apple.
» 57% desktops and 43% laptops.
e Planning for the 2009 Refresh Program began in April. Departments
will be able to begin placing orders in July.

Enterprise Resource Planning (ERP) System
Banner and Oracle Upgrades:

o Planning continues for an upgrade of Banner to version 8.0. The
project kickoff is scheduled for early June, with project completion in
August 2010.

e Planning for the upgrade of Luminis software to version 4.0 continues
as well. We have reviewed the proposed Scope of Work from the
vendor, Sungard, and requested clarification on proposed timelines
and detalil of their activities.

Other system implementation and upgrades; such as, Xtender Document
Management, (R25) Resource Scheduling, fsaAtlas International Student
Management, and the upgrade of Appworx (a job scheduling software).

e Transition of EMU’s banking relationship from Comerica to JP Morgan
Chase

Technology Infrastructure
Wireless:

o Completed, planned and future installation locations are available at:
http://it.emich.edu/wireless/




Eastern Michigan University
CASH AND INVESTMENTS

April 30, 2009
Annualized Prior Month
Date Mature/ Account Balance FYTD Actual ~ Annual. FYTD
Setlled Call Date Dollars Pct. Total _Total Return Total Return
[Cash |
EMU
Comerica Bank/U.S. Bank nfa nfa $1,261,635.24 1.40% 0.5500% 0.5500%
Less: Outstanding checks and reconciliation items $(1,524,973.00) 0.00%
Eadale Crest
Citizen's Bank n/a nfa $46,745.06 0.05% 0.0000% 0.0000%
Total Cash $(216,592.70) 1.45%
[Investments |
Money Market Funds .
Dreyfus Institutional Preferred Daily nla $12,029,619.81 13.37% 2.6921% 2.9185%
Vanguard Prime Money Market f  Daily nfa 25,078,184.41 27.88% 1.2828% 1.4656%
Tatal Money Market Funds $37,107,804.22 41.26% 1.7180% 2.0880%
Mutual Funds
PIMCO Low Duration Institutional $20,517,241.38 22.81% 2.3656% 0.3000%
WESTERN Asset Intermediate Daily nla $30,948,745.91 34.41% 2.3810% 0.8400%
Total Mutual Funds $61,465,987.29 57.22% 2.3748% 0.6247%
Short-Term (0-1 Year) Bond Fund
Vanguard Short-Term Investmen Daily n/a 63,324.99 0.07% -2.0452% -4.9819%
Total Shert Term Funds $63,324.99 0.07% -2.0452% -4.9819%
Total Investments $88,637,116.50 98.55% 2.1056% 1.3068%
[Total Cash And Investments $88,420,523.80 100.00% 2.0827% 1.3316%|




Eastern Michigan University
Student Accounts Receivable Activity
As of April 30, 2009 and 2008

April 2009
Total $19,053,276

$3,068,159 16%

$8,504,135 45%

$2,922,648 15%

M Current

M 61-120 days

‘ B 121-180 days
$2,079,763 11%

M 181-360 days
$2,478,571 13%

1360+ internal

April 2008
Total $19,902,188

11,856,706 9%

M 10,753,786 54%
M 2,621,644 13%

H Current

B 61-120 days
B 2,094,764 11%
121-180 days
W 2,575,288 13% M 181-360 days

[1 360+ internal
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