BOARD OF REGENTS SECTION: 13

EASTERN MICHIGAN UNIVERSITY DATE:

September 22, 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 June
23, 2009 Finance and Audit Commiitee meeting, the Working Agenda for the September 22,
2009 meeting and the Informational Reports and Financial Updates.

STAFF SUMMARY

June 23, 2009 Meeting
Regular Agenda items discussed at the June 23, 2009 Finance and Audit Committee were Staff
Separations/Retirements and Staff Appointments for period April 2 through June 4, 2009 as well
as the Informational Reports and Financial Updates as of April 30, 2009. The Committee
reviewed the recommendations to the Board for:

o 2009-10 General Operating, Auxiliary and Capital Budgets

o 2009-10 Tuition and Fees

¢ Authorizing the Purchase of Fletcher School Property

September 22, 2009 Meeting Agenda
Regular agenda items include Staff Separations/Retirements and Staff Appointments for period
June 5, 2009 through August 31, 2009 as well as the Informational Reports and Financial
Updates as of July 31, 2009. The Committee also will review recommendations to the Board for:
¢ Audited Fiscal Year 2008-09 Financial Statements
e Collective Bargaining Agreement Between Eastern Michigan University and the Police
Officers Association of Michigan
¢ Collective Bargaining Agreement Between Eastern Michigan University and the EMU
Federation of Teachers
e University Investment Policy
¢ Brighton Facility Lease Agreement

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
June 23, 2009

Present: Regents J. Stapleton, P. Incarnati, F. Parker, R. Wilbanks, T. Sidiik, G. Hawks, F. Clack, J.
Lumm

CONSENT AGENDA '

Section1: Recommendation Staff Appointments

The University recommended to the Board of Regents to approve 8 staff appointments for the reporting
period of April 2, 2009 — June 4, 2009.

Section 2: Recommendation Staff Separations/Retirements

The University recommended to the Board of Regents to approve 14 staff separat{ons and retirements for
the reporting period of Aprii 2, 2008 — June 4, 2009.

INFORNMATIONAL REPORTS

Section 20: 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 $643,000 were
received during the period of April 1 through May 31. On a YTD basis through May 31, awards for fiscal
year 2008-09 totaled $11.7M, an increase of $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. He also stated that based on the dollar value, 73% of the 2008-09 YTD awards
were federal, 23% were from foundations and stateflocal governments, and 4% were from business and
industry.

Lumm reported that under Strategic Initiatives Progress the 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 session are offered. The Computer Refresh
program for the year was completed in February with 550 systems ordered. Upgrades to the University’s
ERP systems (Banner and Oracle) are continuing. Planning continues for the next major Banner upgrade

(version 8.0 in 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)

Student accounts receivable totaled $19.0M at April 30, down 4.3% from a year ago. Receivables in
excess of 180 days past due were $6.0M at April 30, up $1.5M from April 2008. The University continues
to monitor the receivables closely. The University’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 portfolio return through April 30 was 2.08%. 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.

Lumm reported that several university financing actions occurred recently. The University refinanced
$125M of variable rate debt, which was completed on May 12. The favorable rate impact of replacing
Dexia Bank as the credit enhancer with Chase Bank was immediate. New borrowing ($100M fixed rate)
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was completed on 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 Updates for Operating Budgets (Eight months through February 28, 2009)

Revenues for the ten months of the fiscal year through April 30, 2009, in both the General ($234.4M) and
Auxiliary ($33.9M) funds were generally consistent with budget. Investment income, previously mentioned
as an income statement element underperforming budget, has improved. YTD General Fund expenditures
through April were $229.1M, 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, the University is 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 the
University will likely finish the year slightly below budget 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, Investment
income is now tracking beiter than budget. Expenditures are forecasted o 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 budgst, 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 FY2008-10 budget recommendation presented today reflects 510,000 credit hours for the year, down
0.6% year-to-year. A top University priority is {o 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.

Section 21: Recommendation 2008-2010 General Operating, Auxiliary and Capital Budgets

It is recommended that the Board of Regents approve fiscal year 2009-2010 General Operating, Auxiliary,
and Capital Budgets in the amounts of $267.7 million, $38.5 million and $81.6 million respectively.

Lumm stated that the University has been mindful of the state’s economic condition with the key objectives
being to maintain excellence of education, affordability and accessibility.

Cost savings measures include; pay freezes for the 100 highest compensated AP staff; a 6-month deferral
of merit increases fo January 1, 2010 for the balance of the AP staff, and implementation of voluntary
furlough program where, subject to management approval, employees could choose a reduced schedule
and pay while maintaining full benefits. There were no staff reductions or layoffs related to budget.

Regent Stapleton noted that this year's budget preparations were the most collaborative efforts in his
recollection. Regent Sidlik further noted that in his four years as a Regent member, this has been the best
budget to date. Additionally, as the University proceeds with improving and renovating buildings across
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campus, the university will be in a position fo help the economy as much as possible with the $175M in
capital improvemenis. The University is conducting economic impact studies that will fayout the total,
favorable impact of these efforts.

Section 22: Recommendation 2009-2010 Tuition and Fees

It is recommended that the Board approve tuition and fee increases effective the Fall 2009 semester
averaging 3.82%.

Section 23: Recommendation Authorization to Purchase Fletcher School and Property
[t is recommended that the Board of Regents authorize the President {o negotiate and purchase the
Fletcher School and property from the Ypsilanti Public Schools (YPS) subject to approval of final terms by

the Board’s Executive Committee. The site will be used primarily for the Autism Clinic and Children’s
Institute.

Potential sale of the Cooper building was also discussed. President Martin will discuss possibilities and
return with options to the Board.

Meeting was adjourned at 3:30 PM.

Respectiully Submitted,

Tammy Morle



BOARD OF REGENTS

EASTERN MICHIGAN UNIVERSITY
201 WELCH HALL
(734) 487-2410

Tuesday, September 22, 2009

FINANCE AND AUDIT COMMITTEE

BOARD CONSENT AGENDA

Section 1: Recommendation:  Staff Appointments Report

Section 2: Recommendation: Staff Separations/Retirements Report
BOARD REGULAR AGENDA

Section 13:  Recommendation: Informational Reports and Financial Updates

Minutes from June 23, 2009

September 22 Finance and Audit Committee Agenda
Executive Summary

Grants and Contracts

IT Strategic Initiatives Progress Report

Financial Reports

Section 14: Recommendation: Audited Fiscal Year 2008-2009 Financial Statements

Section 15:  Recommendation: Collective Bargaining Agreement Between Eastern Michigan University
and the Police Officers Association of Michigan

Section 16:  Recommendation: Collective Bargaining Agreement Between Eastern Michigan University
and the EMU Federation of Teachers

Section 17:  Recommendation: Policy Revision: University Investment Policy
Section 18:  Recommendation: Brighton Lease Agreement

INFORMATIONAL PRESENTATIONS

Section 19:  Major Capital Project Update/Presentation {John Donegan)

Section 20 Fall Enrollment Update/Presentation (Bernice Lindke)



Eastern Michigan University
Board of Regents — Finance and Audit Committee
Informational Repor{s and Financial Update
(Executive Summary)

Grants and Contracts (June 1, 2009 through August 31, 2009)

Awards totaling $4.3M were received during the June 1-August 31 period

For the full 2008-09 fiscal year, grant and contract awards totaled $13.1M, an increase
of $2.6M (24%) over 2007-08.

Based on the dollar value, 75% of the 2008-09 awards were federal, 11% were local
governments and foundations, 10% were state, and 4% were business and industry.
For the first two months of fiscal year 2009-10, awards of $3.5M have been received,
up $0.5M (16%) from the same period a year ago. Proposals totaling $27.8M have

been sybmitted in the first two months of 2009-10 compared with $16.7M in July and
August of last year.

Information Technology — Strategic Initiatives Progress Report

Roll-out of EagleMail Phase 2 (shared calendars, mobile device synchronization)
began in June and is continuing. Instant messaging tools will be selected and
implemented during Fall term.

Computer refresh program on track — ordering began early August and will continue
through December.

Planning for major Banner upgrade continues — project team formed, task scheduling
commenced,
Other upgrades/actions:

o Banking transition completed in July

o Analysis of wireless access in residence halls underway

o Presently reviewing VolP for Science Complex and Pray-Harrold

Financial Update(as of July 31, 2009)

For July, the first month of the 2009-10 fiscal year, there were no out-of-budget
conditions to note. Operating revenues and expenses for the month were consistent
with both budget and July of last year and key University balance sheet accounts are
also consistent with budget.

General Fund expenditures in July were $10.1M or 3.8% of the annual budget of
$267.7M, consistent with July of 2008. Auxiliary Fund expenditures in July were
minimal ($260K or 0.7% of the full year budget).

EMU?’s cash and investments balance on July 31 was $159.9M, including $59.9M of
norial operating and working capital (equivalent to 68 days cash on hand) and $100M
of bond proceeds borrowed in June for the Science Complex and other capital projects.
These bond proceeds are accounted for and managed separately from the Univessity’s
operating and working capital cash and investments.
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Financial Update - Execuiive Summary Cont’d Page 2

 For the Quarter ending June 30, 2009, the University’s operating and working capital
investment portfolio earned 4.3%. A summary of investment performance by pool and

by investment prepared by the University’s investment advisor (Fund Evaluation
Group) is included in the attached materials (a more detailed report covering the April
1, 2009 through June 30, 2009 period is also available). To summarize:

o

O

e

o

o}

O

The short term pool returns were 0.1% for the Quatter, reflecting low shori-
term treasury yields

The intermediate ferm pool return was 8.0% for the Quarter, reflecting strong,
above-index returns for both the PIMCO Low Duration and Western Asset
Intermediate Duration bond funds.

The average portfolio return was 4.3% for the Quarter,

FY 2009-10 Revenue Ouilook

A detailed Fall Enrollment report will be presented by VP Lindke at the
meeting.

‘The 2009-10 budget assumed 510,000 student credit hours for the year, down
3,000 hours (0.6%) from 2008-09.

Summer credit hours were about 1% over the Summer of 2008 and Fall credit
hours are tracking about 2% ahead of Fall 2008. Each 1% change in credit
howrs represents about $1.8M in annual revenue.

The 2009-10 budget reflected a 3% reduction ($2.4M) in State appropriation.
At this time, there have been no definitive indications from Lansing regarding
the state budget or higher education funding to alter that assumption.

September 22, 2009
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Division of Information Technology

STRATEGIC INITIATIVES PROGRESS REPORT

July-August 2009
(For September Roard of Regents Meeting)

EagleMail Project

The roli-out of the second set of collaboration and productivity tools
began in June and continues. These include shared calendars. and
mobile device synchronization.

Instant messaging (IM) tools will be selected and rolled out during
the fall term.

Computer Refresh

Planning for the 2009 Refresh Program began in April.

‘The call for departmental rosters went out on June 23, 2009.

Departments have through the end of August to submit their roster.
Ordering for this year’'s program began on August 4, 2009.
Department have through the end of December to place their orders.

Enterprise Resource Planning (ERP) System
Enterprise Resource Planning (ERP)

Planning continues for an upgrade of Bannher to version 8.0. The
project team has been formed, and task scheduling Is underway.
Planning for the upgrade of Luminis software to version 4.0 continues
as well. We are working with Sungard to finalize our respective
responsibilities and timing for the project.

Transition of our banking relationship from Comerica to JP Morgan
Chase was completed successfully in July.

The upgrade of Xtender Document Management was completed
successfully in tate June,

Implementation of the fsaAtlas International Student Management
software was completed successfully in July.

Technology Infrastructure
Wireless:

<

Residence Halls: Analysis of providing wireless access in the
residence halls is underway.

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

olP

Implementation of VoIP in Mark Jefferson and Pray-Harrold Is under
review.

E./'_B_
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Eastern Michigan University

CASH AND INVESTMENTS
July 31, 2009

Account Balance

[Operating Cash and Investments ] Dollars Pat. Total
Cash/Short-term Investments
Chase Operating Account $5,072,480.91 8.37%
Comerica Checking Account $401,908.87 0.66%
Eagle Crast Citizen's Account $163,909.51 0.27%
Dreyfus Institutional Preferred Money Market Fund $3,517,237.66 581%
Vanguard Prime Money Market Fund 20,107,484.15 33.19%
Vanguard Short-Term Investment-Grade Fund 66,897.18 0.11%
Total Cash/Short-term investments $29,329,918.38 48.41%
Less: Quistanding checks and reconciliation items ${(707,943.60)
Total Cash/Short-term investments $28,621,974.78
Intermediate Investments
PIMCO Low Duration Institutional $15,444,307.91 25.49%
WESTERN Asset Intermediate 15,757,529.41 28.01%
1.8, Treasury Secuwrity Strips 54,881.00 0.09%
Total Intermediate investments $31,256,718.32 51.50%
Total Operating Cash And Investments $59,878,693.10
{Bond Proceeds Investments |
United States Treasury Bills $100,008,999,90

Total Operating Cash, Investments and Bond Proceeds

A7Z.NMO TREACS RPPT-1 Manth Siafiie

w/éa

$159,887,693.00

NI A A X A RA
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