BOARD OF REGENTS [ sEction: 20

EASTERN MICHIGAN UNIVERSITY DATL:
: December 16, 2010

RECOMMENDATION

FINANCE AND AUDIT COMMITTEE

ACTION REQUESTED

It is recommended that the Board of Regents receive and place on file the minutes from the October
19, 2010 Finance and Audit Committee meeting, the Working Agenda for the December 16, 2010
meeting and the Informational Reports and Financial Updates.

STAFF SUMMARY

October 19, 2010 Meeting
Regular agenda items discussed at the October 19, 2010 Finance and Audit Committee were Staff
Appointments and Staff Separations/Retirements for period September 1 — September 30, 2010, as
well as the Informational Reports and Financial Updates as of August 31, 2010. The Committee also
reviewed recommendations to the Board for:

¢ Fiscal Year 2011-2012 General Fund Scholarships, Awards and Grants Request

o Fiscal Year 2011-2012 State Capital Outlay Request

* Fiscal Year 2011-2012 State Appropriation Request

e  Washington Street Parking Lease Agreement

o Washtenaw/Oakwood Intersection Improvement Grant and Right-of-Way

December 16, 2010 Meeting Agenda

Regular agenda items include Staff Appointments and Staff Separations/Retirements for period
October 1 — November 15, 2010, as well as the Informational Repoits and Financial Updates as of
October 31, 2010. The Committee also will review recommendation to the Board for:

¢ The 2009 - 2010 Eastern Michigan University Foundation Annual Report

Informational Presentations

Capital Projects Updates (John Donegan)

FISCAL IMPLICATIONS

None
ADMINISTRATIVE RECOMMENDATION

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

|2/l o

Udiverity Executivé Officer Date



Eastern Michigan University
Finance and Audit Committee
Meeting Minutes
October 19, 2010

The meeting was called to order at 2:45 PM by Regent Stapleton.

REGULAR AGENDA

Section 12 Recommendation Monthly Reports — Finance and Audit Committee, Informational Reports
and Informational Presentations

A motion was made and seconded to accept the minutes from the previous Board of Regents meeting on September 21,

2010.

Grants and Contracts

For the months of August and September, $3.2M in grant and contract awards were received. For the fiscal year-to-date
through September, grant and contract awards totaled $4.2M, essentially equal to the same period a year ago. Virtually all
of the YTD awards (96%, based on dollar value) are federal. Although YTD awarded from all the non-federal sources are
low, it was noted that Business and Industry awards, at $95K, are up from the first three months in both FYQ9 and FY10.

Information Technology — Strategic Initiatives Progress Report
Investigation into the September 3 server security breach continues, with participation from IT, DPS, Legal Counsel, Risk
Management, Communications, and an external computer forensic firm. As suggested by the Board, once the
investigation is completed, follow-up on the recommended corrective actions will be conducted by the University's Internal
Auditor (Grant Thornton).

On September 24, the Data Center in Pray-Harrold powered off for six hours for planned repairs of building wiring. All
critical and emergency systems remained functional.

e University’s FY11 Computer Refresh Program continues on track. Ordering continues through the end of November
and it is expected that approximately 530 computers for full-time faculty and staff will be refreshed in FY11. The replaced
computers will be utilized as replacements for 5-7 year-old computers on campus.

Technology Infrastructure projects are progressing with Residential Wireless in the First Year Center online and fully
functional; Network Switches in Halle, Boone and Porter completed with further installations planned in October; VOIP
technology has been incorporated in the Science Complex, Pray-Harrold and Fletcher. Equipment for the new system
(servers and handsets) have been ordered. Campus-wide rollout of VOIP will be discussed with the Board as part of the
rolling, three-year capital planning process. IT strategic planning will begin in November with participation from IT
Leadership and the IT Steering Committee. :

Financial Updates as of August 31, 2010

Eastern’s cash and investments balance on August 31 was $108.8M, including $64.2M of normal operating and working
capital (equivalent to 72 days cash on hand) and $44.6M remaining in bond proceeds from the $100M borrowed last June
for the Science Complex and other capital projects. The bond proceeds are accounted for and managed separately from
the University's operating and working capital cash and investments. The University's operating cash and investment
balances on August 30 are consistent with budget and reflect Eastern’s normal seasonality (cash and investment
balances are at their low point for the year at the end of August).

Operating and Working Capital Investment Portfolio

For the first two months of the fiscal year, the University's operating and working capital investment portfolio earned 1.9%.
At August 31, Eastern’s $64M investment portfolio consisted of $43M in the Long Term Pool, $15M in the Intermediate
Term Pool; and $6M in the Short Term Pool. The asset allocations remain consistent with those prescribed in the
Investment Policy. At August 31, the Long Term Pool mix includes 27.9% in equities (23.5% domestic, 4.4%
International), also consistent with the ranges outlined in the approved Investment Policy.

'dent Accounts Receivable
*. . hoted at the September Board meeting, student accounts receivable balances in the months of July and August are
not reliable indicators of accounts receivable trends. September month end will provide the next opportunity for a solid

year-to-year comparison.




At August 31, total net assets and unrestricted net assets were $269.9M and $110.6M, respectively, both consistent with
budget.

Income Statement (YTD through Auqust)
For the first two months of the fiscal year through August, General Fund expenditures totaled $37.7M or 13.4% of the full

year budget of $280.9M. YTD Auxiliary Fund expenditures through August were $4.1M (10.6% of the full year budget).

Section 13: Recommendation Staff Appointments

It is recommended that the Board of Regents approve 11 staff appointments for the reporting period of September 1
through September 30, 2010,

Section 14: Recommendation Staff Separations/Retirements

It is recommended that the Board of Regents approve 17 separations and retirements for the reporting period September
1 through September 30, 2010.

Section 15:  Recommendation 2011-2012 General Fund Scholarships, Awards and Grants Request

It is recommended that the Board of Regents approve the 2011-2012 General Fund Scholarships, Awards and Grants
proposal for $33,724,000. With this proposal, Eastern will have increased aid 57% over the last 4 years as part of on-

going efforts to keep tuition affordable.

Section 16: Recommendation Fiscal Year 2011-2012 State Capital Outlay Request

It is recommended that the Board of Regents approve the University's FY 2011-12 Capital Outlay Request to the State of
Michigan. The renovation of Strong Hall continues to be identified as the University's top capital project priority.

Section 17: Recommendation Fiscal Year 2011-2012 State Appropriation Request

.t is recommended that the Board of Regents approve the attached Fiscal Year 2011-12 appropriation request. The
University is requesting, from the State of Michigan, an appropriation increase of 5.0% for the 201 1-12 Fiscal Year as well
as recognition in the appropriation process of Eastern’s leadership in tuition restraint.

Section 18: Recommendation Washington Street Parking Lease Agreement

It is recommended that the Board of Regents authorize the President to execute an agreement with the City of Ypsilanti
(the “City”) to lease the EMU-owned portion of a surface parking lot (the ‘Lot’) located at Washington and Pear| Streets to

the City for five (5) years.

Section 19: Recommendation Oakwood/Washtenaw Intersection Improvement Grant and Right-Of-Way

It is recommended that the Board of Regents authorize the President to make any and all adjustments in right-of-way
necessary for the construction of improvements at the corner of Washtenaw and Oakwood associated with the
implementation of the City of Ypsilanti's Congestion Mitigation and Air Quality (CMAQ) improvement grant.

Enrollment Review Fall 2010

Bernice Lindke presented an overview of Eastern’s student profile for Fall 2010 along with admissions publications, which
are presented to parents and students. ,

Advancement (Annual Fund and Planned Giving) Presentations

Linda McGill and Jackie Thorpe provided the Board with information on these two programs, including printed materials
and a video.

‘eeting was adjourned at 3:40 PM.

Respectfully Submitted,

Tammy Morle
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Eastern Michigan University
Board of Regents — December 16, 2010 Finance and Audit Committee
Informational Reports and Financial Update
(Executive Summary)

@rants and Contracts (through October 31, 2010) :l

* In the month of October, $1.7M in grant and contract awards were received.

e For the fiscal year-to-date (YTD) through October, grant and contract awards totaled
$5.7M, 7.9% ($508K) below the same period a year ago.

® 45 awards have been received YTD compared with 34 through October last year, Two
thirds of the awards are federal (30 of 45), but on a dollar value basis, federal awards
account for virtually all (97%) of the dollars awarded,

® 53 proposals have been submitted YTD through October totaling $13.3M. A year ago,
there were 57 proposals submitted through October totaling $38.4M.

‘ﬁjformation Technology — Strategic Initiatives Progress Report j

 Investigation into the September 3" server security breach has been completed with no
data exposures identified by forensic analysts. On advice of external counsel, letters
were sent to users and attorneys general in six states to comply with appropriate state
statutes.

* The University’s FY11 computer refresh program continues on track. Ordering
continues through the end of November and as of October 31, 80% of the systems have
been ordered. It is expected that approximately 530 computers for full-time faculty and
staff will be refreshed in FY11. The replaced computers will be utilized as
replacements for 5-7 year-old computers used by pari-time instructors, GA’s, and
student employees.

® Technology Infrastructure projects:

o Residential wireless - First Year Center online and fully functional. Next steps
and broader roll-out plan under study.

o Network switches — installations continuing with Halle, Boone, and Porter
completed to date

o VOIP — technology being incorporated in Science Complex, Pray-Harrold, and
Fletcher projects. Technical design completed and equipment for the new
system (servers and handsets) has been ordered. Test/pilot implementation will
begin in December at Fletcher followed by the Science Complex. Campus-
wide rollout of VOIP will be discussed with the Board as part of the rolling,
three year capital planning process.

 Projects are underway to analyze the University’s current portal (my.emich) and
approach to business intelligence/reporting



December 16, 2010 Financial Update - Executive Summary Cont’d Page 2

Financial Update :,

Balance Sheet (at October 31,2010

° Eastern’s cash and investments balance on October was $135.9M, including $96.7M
of normal operating and working capital (equivalent to 107 days cash on hand) and
$39.2M remaining in bond proceeds from the $100M borrowed last June for the
Science Complex and other capital projects. (The bond proceeds are accounted for and
managed separately from the University’s operating and working capital cash and
investments.) The University’s operating cash and investment balances on October 31
are consistent with budget and reflect Eastern’s normal seasonality,

e For the first four months of the fiscal year through October, the University’s operating
and working capital investment portfolio earned 3.4%. At October 31, Eastern’s
$96.7M investment portfolio consisted of $44.7M in the Long Term Pool, $15.9M in
the Intermediate Term pool, and $36.1M in the Short Term Pool. The asset allocations
remain consistent with those prescribed in the Investment Policy. At October 31, the
Long Term pool mix reflects 30% in equities (25% domestic, 5% International) — also
consistent with the ranges outlined in the approved Investment Policy,

* At October 31, student accounts receivable were $11.7M, a reduction of $4.4M (or
27%) from the $16.1M level at October 31% of 2009.

e At October 31, total net assets and unrestricted net assets were $243.6M and
$73.4M, respectively, both consistent with budget.

FY11 Operating Budget Outlook

* Based on two key revenue assumptions (1) that student credit hours in the Winter and
Spring semesters grow at the exact same year-to-year rate as the Fall (2.65%), and
(2) that the state appropriation remains at the $76.0M level included in the State’s
budget, Eastern faces a $1M-$2M challenge for FY11 on its $281M General Fund
budget. Plans/actions to recover the shortfall are in process including efforts to increase
enrollment as well as potential cost savings actions.

"o Winter semester enrollment data is encouraging, As of December 2nd, with about 80%
of the registration process completed, student credit hours for the Winter semester are
tracking up 3.4% compared with the same point a year ago -- equal to budget and up

- 0.75% fiom the 2.65% achieved in the Fall and reflected in the full year forecast.

e YTD expenditures through October were $86.1M in the General Fund (30.6% of full
year budget) and $11.7M for Auxiliary activities (30.4% of full year budget). Although
total expenditures are tracking very close to budget, health care costs/claims are
tracking over budget with debt service and utilities costs under budget.

December 8, 2010
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Division of Information Technology
Strategic Initiatives Progress Report
November 2010

Network Security

° Invesligation into the September 3 server security breach has concluded. No data exposures
were identified by the forensic analysts. On advice of external counsel, letters were sent to users
and attorheys general in six states fo comply with appropriate state statutes,

Computer Refresh

o Depaitments began ordering systems in early-August. Deployment of new systems hegan in
September. Orders will be accepted through the end of November. As of October 31, 80% of the
systems have been ordered.

o We anticpate refreshing approximately 530 computers for full-time faculty/staff in this round. The
computers these replace will then be "trickled-cdown" to refresh 5-7 year old computers heing used
by part-time instructors, GAs, and student employees.

Enterprise Systems

Business Intelligence:

o A project is underway to analyze the cuirent approach to Business Intelligence with an initial focus
on Business Objects reporting. The long-term goal is to improve the university’s approach to
Business Intelligence and enhance the current reporting mechanism to better serve the
University's neecls.

University Portal:

o Aprojectis underway to analyze the current portal (my.emich) solution and perform a comparative
analysis versus the University's needs. The long-term goal is to insure whatever solution is in
place facilitates the University's husiness needs with a particular focus on the student poptilation
expelience. '

Technology Infrastructure

Voice over Internet (VolP)

o Technical design for central Volp system completed for current construction projects (Marlk
Jefferson, Pray-Harrold, and Fletcher). Equipment for the new system (servers and handsets)
has been ordered. The installation project has kicked off and core system installation has
begun. Test/Pilot implementation planned in Fletcher, followed by the Science Complex
addition in December.

Networlk Switches
o Installation of new switch equipment has resumed.

Strategic Planning _
o Initial IT strategic planning session was held in November with participation from IT Steering
Committee and IT Leadership.



Eastern Michigan University
CASH AND INVESTMENTS
October 31, 2010

Account Balance

@peratlng Cash and Investiients Dollars Pct. Total
Cash
Eagle Crest Citizen's Account $89,138.49
Chase Commerical Checking Accounts 10,761,365,28

Total Cash $10,850,503.77
Short-term investments
Bank of Ann Arbor Trust Account $735,174.68 0.9%
Northern Instilutional Government Select Money Market Fund 8,000,000.00 9.6%
Dreyfus Institutional Preferred Money Market Fund 7,010,197.50 8.4%
Vanguard Prime Money Market Fund 7,017,360.47 8.4%

Total Short-term investments
Intermediate Investments

WESTERN Asset Intermediate $8,001,088.97 9.6%
PIMCO Low Duration Institutional 7,852, 361.47 9.4%
Taotal Intermediate investments $16,853,450,44 19.0%
Long-term Investments
U.8. Treasury Strips $66,143.00 0.1%
Vanguard Small Cap Index 2,360,185.45 2.8%
Vanguard Developed Markets 2,130,752.26 2.6%
- JPMorgan Core Bond Fund Select 5,463,108.28 6.6%
Vanguard Institutional Index 9,019,055,28 10.8%.
PIMCO Total Return Bond Fund 256,633,170.93 30.8%
Total Long-term investments $44,672,415.20 53.6%
Total Investments $083,288,607.29 100.0%

Tofal Operating Cash And Investments

Less: Outstanding Check and Reconciliation ltems

Total Net Operating Cash and Investments

$22,762,741.65

27.3%

|[Bond Proceeds Investments

Fixed Income

$94,139,111.06
$2,587,055.00
$96,726,166,06

Accrued Interest $214,367.73
Comerica 2009 Bond Proceeds Account 12,619.34
Corporate Bonds 5,733,041.70
CD's 7,309,302.25
Other Fixed Income Securities 0.00
US Treasury/Agency Securities 21,178,565.55
CD Placements 4,737,000.00

Total Bond Proceads Investments

Total Net Operating Cash, Investments and Bond Proceeds

$39,184,886.57

$135,911,052.63




Eastern Michigan University
LONG-TERWI INVESTMIEENTS
October 31, 2010

Account Balance

|Portfolio Composition | Dollars Pct. Total  Target

Domestic Equities

Vanguard Small Cap Index $2,360,185.45 5.3% 5%

Vanguard Institutional Index 9,019,055.28 20,2% 20%
Tolal Domestic Equilles $11,379,240.73 25.5% 25%

International Equities

Vanguard Developed Markets $2,130,752.26 4.8% 5%
Total International Equities $2,130,752.26 4.8% 5%

Fixed Income

U.8. Treasury Strips $66,143.00 0.1%

JPMorgan Core Bond Fund Select
PIMCO Total Return Bond Fund
Total Fixed Income

Cash Equivalent/Othor

5,463,108.28 12.2% [

25,633,1170.93 57.4%

$31,162,422.21 69.8%

Total Cash Equivalent $0.00 0.0% 0%
Total Long-Term Investments $44.672,415.20  100.0%  100%




Eastern Michigan University

Student Accounts Receivable Activity
July 1, 2010 - October 31, 2010

Accounts Recelvable Balance June 30, 2010 per EMU Financlal Statements

Revenue
Tuition
Fees
Summer 2010 Tuition and Fess Collected in 09-10
Summer 2010 Tullion and Fees Collecled In 10-11
Room / Board
Mise,

Total Revenue

Financial Aidl
Federal Pell Granls
FFELP Loans
Perkins Loans
Federal SEOG Grants
Michigan Grant & Scholarships
Allernalive Loans
Institullonal Granls
Federal Direct Loans
In Transit

Total Financial Aid

Payments
Cash
Web Check
Credif Card
Third Parly
Total Payments
Gratl Assistants, Doctorial Fellowships and Waivers
Gollection Agency Assignments
Refunds of Crelits to Students
Tofal Activity
Less Income for Summer 2010 Gollected In 09-10

Accounts Receivahle Balance Octoher 31,2010

68,586,794
18,928,328
7,707,447
3,737,748
11,037,736

1,051,409

(16,633,613)
(6,946,056)
(473,052)
(453,706)
(89,092)
(2,496,761)
(14,495,989)
(62,361,004)
215,700

(8,197,130)
(15,323,110)
(2,660,832)

(5999,349)

111,049,462

(102,734,573)

(32,180,421)
(2,583,257)
(2,155,525)

41,057,882

6,912,446

12,453,668

7,707 447

11,658,667



Eastern Michigan University
Student Accounts Recelvable Activity
As of October 31, 2010 and 2009

October 2010
Total $11,658,567
$1,016,846 ) 9528546
gy - 5%
- $3,:?é;:100
. $756,905
T 6%
i1 Current
[ 60-120 days
17121180 days
I1181-360 days
(] $Sf:;‘170 [1360+ Internal
October 2009
Total $16,060,828
$2,063,790
L g o $4119,276
) 26%
51,843,842
T
I Current
. $919,496
1
6% I3 60-120 days
111121-180 days
[1181-360 days
$7,114,425 L1360+ Internal

i}

44%
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