BOARD OF REGENTS | secrion: 14

EASTERN MICHIGAN UNIVERSITY DATE:

December 17, 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
October 20, 2009 Finance and Audit Committee meeting, the Working Agenda for the December
17, 2009 meeting and the Informational Reports and Financial Updates.

STAFF SUMMARY

October 20, 2009 Meeting
Regular Agenda items discussed at the October 20, 2009 Finance and Audit Committee were
Staff Separations/Retirements and Staff Appointments for period September 1, 2009 through
September 30, 2009, as well as the Informational Reports and Financial Updates as of August 31,
2009. The Committee reviewed the recommendations to the Board for:

o Financial Aid and Scholarships for Fiscal Year 2010-11

e Fiscal Year 2010-11 Capital Outlay Budget Request

e Tiscal Year 2010-11 Appropriations Request

e EMU VET Connect Award

December 17, 2009 Meeting Agenda
Regular agenda items include Staff Separations/Retirements and Staff Appointments for period
October 1, 2009 through October 31, 2009, as well as the Informational Reports and Financial
Updates as of October 31, 2009. The Committee also will review recommendations to the Board
for:

e Hastern Michigan University Foundation Annual Report

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
October 20, 2009

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

CONSENT AGENDA

Section1:  Recommendation Staff Appointments
The University recommended to the Board of Regents to approve 13 staff appointments for the
reporting period of September 1, 2009 through September 31, 2009.

Section 2: Recommendation Staff Separations/Retirements
The University recommended to the Board of Regents to approve 4 separations and retirements for the
reporting period of September 1, 2009 through September 31, 2009.

Section 10 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 22, 2009.

Grants and Contracts

For the period September 1 through September 30, 2009, Grants & Contracts awards totaling $731,000
were received. For the Year-To-Date period (July through September), grant and contract awards
totaled $4.2M, a decrease of $1.0M (19%) compared with the same period in 2008-09 reflecting lower
federal earmarks. Last year, awards totaling $2.2M were received in the month of September. Based
on the dollar value, 95% of the YTD awards were federal and 5% were from local and other non-profit
sources. Proposals totaling $32.1M have been submitted in the first three months of 2009-10 compared
with $18.9M the same period a year ago. The increase primarily reflects applications for federal
stimulus funding.

Information Technology — Strategic Initiatives Progress Report
Eagle Mail Phase 2 (shared calendars and mobile device synchronization) is continuing, including
training. Instant Messaging (IM) tools will be selected and implemented during Fall term. Wireless
Network Access is now available in most campus buildings. The Computer Refresh program is on track
with ordering continuing through December. Planning for major Enterprise Resource Planning (ERP)
system upgrades (Banner and Luminus) continue on schedule.

Financial updates as of July 31, 2009

EMU’s cash and investments balance on August 31 was $151.8M, including $51.7M of normal
operating and working capital (equivalent to 61 days cash on hand) and $100.1M 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 University's operating and working capital cash and
investments.

For the months of July and August, the University's operating and working capital investment portfolio
earned 2.4%. 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. Working
with Fund Evaluation Group, the University is in the process of realigning its operating and working
capital investment portfolio to be consistent with the Investment Policy adopted by the Board
September 22M,



Through August, YTD General Fund expenditures were $25.8M or 9.6% of the annual budget of
$267.7M, consistent with budget and 2008. Auxiliary Fund expenditures for the first two months were
$2.6M or 6.7% of the full year budget, also consistent with budget and the same period a year ago.

General Fund — FY 2009-10 Outlook

Through Summer and Fall terms, student credit hours are expected to be about 12,000 over budget
(266,000 vs. 254,000). Assuming Fall to Winter credit hours is a historical levels, the projection 530,000
credit hours for the year, 20,000 hours over budget and 16,900 over 2008-09. Tuition and fee revenue

would be $7.2M higher than budget. Higher financial aid expense of $3.4M is a partial offset to the
additional revenue.

EMU’s 2009-10 budget reflected a $2.4M (3%) reduction in base state appropriation (from $78.6M in
2008-09 to $76.2M in 2009-10) and did not assume any federal stimulus funding. We remain concerned
about 2010-11. The stimulus funding is one-time, and given the state’s economic outlook, additional
appropriation reductions are likely. Another reason to remain conservative in budgeting and spending is
EMU's relatively low reserves and high debt levels.

Section 11 — Financial Aid and Scholarships for Fiscal Year 2010-11

It is recommended that the Board of Regents approve the General Fund Scholarships, Awards and
Grants proposal for $30,402,150.

For 2010-11 the University is increasing aid to $30.4M, which is very significant and demonstrates our
continuing commitment to our students. The total number of awards in 2009-10 are up with 700 more
academic achievement awards and 154 need based awards.

Section 12 - Fiscal Year 2010-11 Capital Outlay Budget Request
It is recommended that the Board of Regents approve the FY 2010-2011 Capital Outlay Budget

Request. The renovation of Strong Hall continues to be identified as the University's top capital project
priority.

Section 13 - Fiscal Year 2010-11 Appropriations Request

It is recommended that the Board of Regents approve the Fiscal Year 2010-11 Appropriation Request.
The University is requesting from the State of Michigan and appropriation increase of 3.6%, equal to
the Higher Education Price Index (HEPI) increase.

The Appropriations request featured the University's academic achievements and how the University
impacts the region’s economy. We indicated that our costs are likely to increase at inflationary levels.
We requested appropriation that reflects those inflationary levels. The University is not requesting to
recover reduced appropriations from the past. We are reinforcing that we were the lowest tuition and
fee increase of the fifteen. We need the state’s help to do that again.

Section 14 — EMU VET Connect Award
It is recommended that the Board of Regents approve a new tuition differential grant for non-resident

U.S. military veterans (excluding reserve programs). The grant will be incorporated into the annual
General Fund Scholarships, Grants and Award proposal.

The recommendation seeks to create a new financial aid award to provide vets from anywhere in the
US the ability to attend EMU at residential rates via tuition differentials. EMU is one of the country’s top
military-friendly school and we seek to reinforce our commitment to our military veterans. Regent
Hawks noted that it was reported during the Student Affairs meeting earlier that the students lend their
support to this award.



Capital Projects Updates

John Donegan reported to the Regents recently completed capital projects, those which are underway
and upcoming projects. The presentation was informative and insightful.

Meeting was adjourned at 3:17 PM.
Respectfully Submitted,

Tammy Morle



BOARD OF REGENTS

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

Thursday, December 17, 2009

FINANCE AND AUDIT COMMITTEE

BOARD CONSENT AGENDA

Section 1: Recommendation:  Staff Appointments Report

Section 2: Recommendation: Staff Separations/Retivements Report

BOARD REGULAR AGENDA

Section 14:  Recommendation: Informational Reports and Financial Updates

Minutes from October 20, 2009

December 17 Finance and Audit Committee Agenda
Executive Summary

Grants and Contracts

Strategic Initiatives Progress Report

Financial Reports

Section 15:  Recommendation: Eastern Michigan University Foundation Annual Report

INFORMATIONAL PRESENTATIONS

Major Capital Projects Update/Presentation (John Donegan)
(See Section 14 for materials)



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

Grants and Contracts (Year to Date through October 31, 2009)

Awards totaling $2.3M were received during the month of October.

For the YTD period (July through October) grant and contract awards totaled $6.4M, a
decrease of $1.5M (18%) compared with the same period in 2008-09. The decrease
primarily reflects lower federal earmarks, but state, foundation and business awards are
also down year-to-year.

Based on the dollar value, 93% of the YTD awards were federal and 7% were from
state, local and other non-profit sources.

Proposals totaling $38.4M have been submitted in the first four months of 2009-10
compared with $21.1M the same period last year. The increase primarily reflects
applications for federal stimulus funding.

Information Technology — Strategic Initiatives Progress Report

Roll-out of EagleMail Phase 2. (shared calendars, mobile device synchronization) is
continuing including fraining. Course and group calendars will be migrated from
my.emich to EagleMail in December.,

The University’s computer refresh program remains on track — ordering began early
August and will continue through December. As of November 4th, the vast majority
(87%) of the eligible systems have been ordered by departments.

Review of alternative technologies to achieve full wireless capability in residence halls
is proceeding. A pilot program is planned for early 2010.

Voice over Internet Protocol (VOIP) capability was incorporated in the Student Center,
Science Complex, and Pray-Harrold projects. A business case for campus-wide VOIP
is being developed.

Planning for major Enterprise Resource Planning (ERP) system upgrades (Banner and
Luminus) continue on schedule. The University’s enterprise reporting system, BOE,
was converted to a real-time reporting database in early October. Previously, reporting
data was refreshed on a nightly basis.

Financial Update (as of October 31, 2009)

EMU’s cash and investments balance on October 31 was $169.8M, including $87.3M
of normal operating and working capital (equivalent to 103 days cash on hand) and
$82.5M 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
University’s operating and working capital cash and investments.




Financial Update - Executive Summary Cont’d Page 2

For the fiscal YTD through October 31, the University’s operating and working capital
investment portfolio earned 3.5%. During the month of October, the investment
portfolio was realigned to be consistent with the Investment Policy adopted by the
Board in September. At October 31, the $87.3M portfolio included $39.8M in the Long
Term Pool, $15.1M in the Intermediate Term pool, and $32.4M in the Short Term
Pool. The asset allocations are consistent with those prescribed in the Investment
Policy. The Long Term pool mix of equities is 30% (25% domestic, 5% International).

At October 31, 2009, Accounts Receivable totaled $16.1M, down $5.5M (25%) from
October 31, 2008, In addition to the reduction in receivables, the number of students on
hold as of the first day of Winter registration was also reduced significantly.

At October 31, 2009, unrestricted net assets totaled $82.4M and total net assets were
$260.5M.

Through October, YTD General Fund expenditures were $87.5M or 32.7% of the
annual budget of $267.7M, consistent with budget and 2008 (adjusted for the higher
financial aid forecast reviewed with the Board in October). Most expenditure line items
are tracking to budget except for financial aid and employee benefit costs (higher
health care claims). General Fund revenues continue to trend over budget primarily
reflecting the higher Fall semester credit hours/tuition revenue discussed with the
Board in October. Lower-than-budgeted late payment fees (lower receivables) are
offset by above budget investment income.

Auxiliary Fund revenues and expenditures for the first four months at $13.7M and
$9.2M, respectively, are consistent with budget and the same period a year ago.

Student Credit Hour Status

Fall semester student credit hours were up 4.1% (9,500 hours) compared with the Fall
of 2008.

For the Winter semester, registration began on November 3. As of December 3™, or
about 3/4’s of the way through registration (based on hours), credit hours are tracking
6% ahead of Winter a year ago. Undergraduate and Graduate hours are both up 6%
compared with the same point in time last year.

The full year forecast for FY2009-10 remains at 530,000 credit hours, 20,000 hours
(3.9%) over budget and 16,900 hours (3.3%) over FY2008-09.

December 17, 2009
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Division of Information Technology

STRATEGIC INITIATIVES PROGRESS REPORT

November 2009
(For December Board of Regents Meeting)

EagleMail Project :

¢ The training for the second set of collaboration and productivity tools
continues; including shared calendars and synchronization of mobile
devices.

o Course and group calendars will be migrated from my.emich to
EagleMail in December. The my.emich calendar server will be shut
down at the end of the year.

» Supported instant messaging (IM) tools will be selected and made
avalilable as part of a separate project.

Computer Refresh

e Computer Refresh program is on track—ordering began early August
and will continue through December. As of November 4, 2009, 87%
of the eligible systems have been ordered by departments.

Enterprise Resource Planning (ERP) System

o Work has begun on upgrade of Luminis enterprise portal to version
4.0. Upgrade work will be completed in early February 2010.

o The planning for the major Banner software upgrade continues and is
on schedule, Test plans created for the recent Banner hardware
upgrade can be re-used for the Banner software upgrade project

e The University’s enterprise reporting system, BOE, was converted to
a real-time reporting database in early October. This allows all
reporting users to attain up-to-the-minute report information without
taxing the production Banner system. Previous to this change,
reporting data was refreshed on a nightly basis.

L]

Technology Infrastructure

Wireless:

¢ Residence Halls: Analysis of providing wireless access in the
residence halls is being revisited for other options.

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

VolIP

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




Eastern Michigan University

CASH AND INVESTMENTS
October 31, 2009

Account Balance

|Operating Cash and Investments | Dollars Pct. Total
Cash
Eagle Crest Citizen's Account $28,674.22
U.S. Treasury Strips $56,844.,00
Comerica Checking Account 656,368.84
Chase Commerical Checking Account 6,670,943.86
Total Cash $7,412,830.92
Short-term Investments
Bank of Ann Arbor Trust Account $86,923.19 0.1%
Northern Instiutional Government Select Money Market Fund 5,000,374.70 6.2%
Dreyfus Institutional Preferred Money Market Fund 10,758,938.00 13.3%
Vanguard Prime Money Market Fund 10,001,468.79 12.4%
Total Short-term investments $25,847,704.68 32.0%
Intermediate Investments
WESTERN Asset Intermediate $7,519,072.01 9.3%
PIMCO Low Duration Institutional 7,552,683.95 9.4%
Total Intermediate investments $15,071,755.96 18.7%
Long-term Investments
Vanguard Small Cap Index $1,838,036.81 2.3%
Vanguard Developed Markets 1,939,267.02 2.4%
JPMorgan Core Bond Fund Select 5,024,171.89 6.2%
Vanguard Institutional Index 7,740,148.66 9.6%
TCW Total Return Bond Fund 8,148,661.97 10.1%
PIMCO Total Return Bond Fund 15,072,844.17 18.7%
Total Long-term investments $39,763,130.52 49.3%
Total Investments $80,682,591.18 100.0%

Total Operating Cash And Investmenis

Less: Outstanding Check and Reconciliation [tems

Total Net Operating Cash and Investments

|Bond Proceeds Investments |

Fixed Income

Accrued Interest

Comerica 2009 Bond Proceeds Account
Corporate Bonds

CD's

Other Fixed Income Securities

US Treasury/Agency Securities

CD Placements

Total Bond Proceeds Investmentis

Total Net Operating Cash, Investments and Bond Proceeds

$88,095,422.08

$(802,189.00)
$87,293,233.08

$343,786.20
139,390.91
5,670,159.89
8,557,7569.75
10,136,218.12
52,648,597.39
4,987,000.00

$82,482,912.36

$169,776,145.44




Eastern Michigan University

LONG-TERM INVESTMENTS

October 31, 2009

Account Balance
IF’Ol’thIio Composition Dollars Pct. Total Target
Domestic Equities
Vanguard Small Cap Index $1,838,036.81 4.6% 5%
Vanguard Institutional Index 7,740,148.66 19.5% 20%
Total Domestic Equities $9,578,185.47 24.1% 25%
International Equities
Vanguard Developed Markets $1,939,267.02 4.9% 5%
Total International Equities $1,939,267.02 4.9% 5%
Fixed Income
JPMergan Core Bond Fund Select $5,024,171.89 12.6%
TCW Total Return Bond Fund 8,148,661.97 20.5%
PIMCO Total Refurn Bond Fund 15,072,844.17 37.9%
Total Fixed Income $28,245,678.03 71.0% 70%
Cash Equivalent
Total Cash Equivalent $0.00 0.0% 0%
Total Long-Term Investments $39,763,130.52 100.0%  100%
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Eastern Michigan University
- Student Accounts Receivable Activity
As of October 31, 2009 and 2008

October 2009
Total $16,060,828

$2,063,790 13%

$1,843,842 11% 34,119,276 26%

M 60-120 days

B 121-180 days
$919,496 6% H 181-360 days
# 360+ internal

$7,114,425 44% -

Octoher 2008
Total $21,61.0,135

1 $3,151,922 15% 0,025 20K
B 52,490,325 11%
M Current

B $1,032,541 5% B 60-120 days

| 121-180 days
| $10,555,421 49% 1 181-360 days

1360+ internal
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