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David Reed, Vice President for Research

l. Background

Il Last Year [FY2014; July 1, 2013 - June 30, 2014]

Il This Year [FY2015; July 1, 2014 — June 30, 2015]

IV.  Next Year [FY2016; July 1, 2015 — June 30, 2016]

V. Senate Questions and Wrap-up



140,000,000

120,000,000

100,000,000

80,000,000

60,000,000

40,000,000

20,000,000
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Michigan Technological University

Debt Service Obligations

As of June 30, 2014
Long-Term
QOutstanding FY15
Bonds Outstanding Amount Debt Service

Series 2006 Bond issue:
Maintenance Issues (25% match for Cap Outlay)
Child Care Facility

Total Series 2006 Bond Issue § 75,000 74,536
Series 2008 Bond Issue:
Purchase of UPPCO Building
Partial Funding of KRC Building
MUB Ballroom Renovation

Total Series 2008 Bond Issue $ 5,215,000 379,213
Series 2009 Bond Issue:
New Student Apartment Building
Partial Funding of KRC Building

Total Series 2009 Bond Issue $ 16,400,000 $ 1,438,252
Series 2010 Bond Issue:
Great Lakes Research Center
A.E. Seaman Mineral Museum
KRC Building Purchase (Blizzard Building)
Life Safety Improvements on Campus

Total Series 2010 Bond issue $ 8,900,000 $ 1,211,302
Series 2012 Bond Issue: {refunding 2003 & 2004 Series)
Refunding of 2003 & 2004 Fixed Rate Bond Issues
5DC lce Plant and Partial Roof of 5DC

Total Series 2012 Bond Issue $31,320,000 $ 2,575,375
Series 2013 Bond Issue: (refunding 2006 & 2008 Series)
Refunding 2006 Bond Issue
Refunding partial 2008 Bond Issue

Total Series 2013 Bond Issue $ 13,995,000 590,525

Total - All Bond Issues $ 75,905,000 $ 6,269,203




Michigan Tech
Bond Payment Schedule

Fiscal Year Principal Interest Total
2015 $ 2520000 $ 3.749,203 $ 6,269,203
2016 2,590,000 3,669,769 6,259,769
2017 2,580,000 3.590.523 6,170,523
2018 2,660,000 3,500,243 6,160,243
2019 2,760,000 3,393,417 6,153,417
2020 2,865,000 3,275,756 6,140,756
2021 2,980,000 3,142,493 6,122,493
2022 3,115,000 2,993,273 6,108,273
2023 3,255,000 2,839,964 6,094,964
2024 3,395,000 2,680,988 6,075,988
2025 3,545,000 2,514,923 6,059,923
2026 3,680,000 2,358,224 6,038,224
2027 3,840,000 2,181,979 6,021,979
2028 4,015,000 1,984,253 5,999,253
2029 4,180,000 1,797,015 5977.015
2030 3,180,000 1,628,783 4,808,783
2031 3,305,000 1,471,059 4,776,059
2032 3,455,000 1,295,550 4,750,550
2033 3,610,000 1,101,993 4,711,993
2034 3,790,000 899,357 4,689,357
2035 3.655,000 694,820 4,349,820
2036 1,820,000 538,703 2,358,703
2037 1,895,000 425,718 2,320,718
2038 1,785,000 311,803 2,096,803
2039 1,875,000 196,460 2,071,460
2040 1,550,000 85,881 1,635,881
2041 525,000 17,194 542,194

Total $ 78425000 $ 52,339,344 $ 130,764,344




M MICHIGAN TECHNOLOGICAL UNIVERSITY

Brssts the Futice Policies and Procedures
Policy Number: 2.2XXX
Title: Debt Policy
Effective: 11/XX/2014
Senate Proposal: No
Responsible University Officer: Executive Director of Financial Services and
Operations
Responsible Office: Financial Services and Operations

Policy Statement

Michigan Tech University will use debt to advance the strategic plan and meet long term
capital needs.

Policy Requirements

The Executive Director of Financial Services and Operations will accept completed requests
for capital additions from each member of the executive team on a continual basis throughout
the year. Requests that require action to meet a specified time deadline will be reviewed once
all information is submitted. Non-emergency and normal operational requests will be reviewed
collectively twice a year on March 15th and September 15th. The Office of Financial Services
and Operations will prepare a financial impact statement for the executive team to review the
aggregated capital requests. The report will include the following:

1. Total capital debt requirements to fund the submitted requests

2 Estimated expense that would be incurred to fund principal and interest
payments on any proposed new debt

3. A summary report that includes Michigan Tech'’s current debt rating, the dollar
value of existing debt capacity, and the value for each ratio defined in this
policy

The following financial ratios (ratios are defined in the Definition Section of this policy) shall be
calculated on an annual basis:

Primary Reserve Ratio:
Viability Ratio:

Return on Net Assets Ratio
Net Operating Revenues

P LI b
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Michigan Technological University

MICHIGAN TECH STATEMENT OF LIQUIDITY

The underlying concept behind liquidity is directly related to how quickly the university can access cash,
during both normal and stressed times, to meet its financial obligations.

TIME HORIZONS FOR EVALUATING LIQUIDITY

Time horizons for evaluating liquidity generally fall into two periods of time. The first, short term
period, is often considered as a single day period and assets are generally calculated based on same day
and next day assets. The intermediate term measure is usually considered to be a thirty day period and
the primary reason for that is it encompasses a normal distribution of payroll. Periods longer than thirty
days may have some relevance due to the timing of when tuition and fees are collected.

For practical reasons, it would be appropriate for Michigan Tech to evaluate its level of liquidity based
on a thirty day period in recognition that the most immediate expense that needs to be funded is
payroll. Generally other expenses can be managed and aligned with the episodic collection of tuition
and fees, which by their very nature occurs primarily twice a year in late August and early September
and again in January.

SOURCES OF FUNDS AVAILABLE FOR MEASURING LIQUIDITY

A measure of liquidity assesses the university’s access to assets that can be converted to cash in a
relatively short period of time in order to meet its financial obligations. In Michigan Tech’s case the time
frames for assessing liquidity are as follows:

e Same day and next day assets — this represents the most immediate time period; however, it is
highly unlikely that Michigan Tech would ever be in a position to have to liquidate any of its
assets to meet its immediate obligations. Same day and next day assets in the case of Michigan
Tech would be represented by the following categories: cash and operating funds, investments
that are highly liquid, endowment cash and other assets, and the operating line of credit. Fora
snapshot of these numbers, you can look at Michigan Tech’s FY14 Audit Report, specifically the
Schedule of Net Positon by Fund as of June 30, 2014:

o Cash and cash equivalents (less Agency funds) $12,449,982-$1,718,666= $10,731,316
o Bank Line of Credit = $20,000,000

o University Investments = 514,404,244

o Expendable Restricted (Demand Accounts) = $12,000,000 (approximate)

o Tech Fund Unrestricted = $3,344,999

® Intermediate Term ~ this represents a 30 day time period or it could represent some other
defined period of time, but it would not go out for a period that’s duration is greater than one
year. Intermediate Term liquidity would include all elements identified in the Same Day — Next
Day asset category and additionally, the following:
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LIRAF

General Fund

FY16 Preliminary Budget Planning Parameters

REVENUES

Enrollments -

Tuition & Mandatory Fee Increases -

Indirect Cost Recovery -

State Appropriations -

EXPENDITURES

Faculty & Staff Salaries -

Graduate Student Salaries -
Supplies & Services -

Fringe Benefits -

Strategic Investment -
Scholarships -
Utilities -

Contingency/Carryforward Reserve -

TRANSFERS

MPSERS

Undergraduate Students - Flat
Graduate Students - Flat

Resident/Non-Resident Undergraduate Tuition - Increase 2% to 4%
Graduate Student Tuition - Increase 3% to 5%
Range from -5% to 0%

Range from 0% to 3%

FY16 - 1% to 3% Salary Pool for Non-Union Employees
Faculty Promotional Increases of $250K

Stipend - Increase 4%
Maintenance Budget Increase of $500K to $1M

Fringe Costs Associated Other Salaries Changes FY16
Fringe Benefit Rate Increase of 1%

Academic/Administrative Strategic Initiatives Range of $0 to $1.5M
Financial Aid Increase Range of $800K to $1M
Increase 5% t0 10 %

Remain 2.5%

Reduction $575K (Due to Fringe Benefit Rate Changes)

Note: $3.5M Renovations in FY16 for Daniel Heights.



Differential Tuition
January 23, 2015

Differential tuition structure progress

e Currently Michigan Tech assesses differential tuition to upper division {juniors and seniors) students using an
added fee applied to the plateau tuition rate. The following adjustments are under review:

o  Eliminate the addition fee and instead incorporate the differential into the plateau and less than 12
and more than 18 credit rate.

o Continue to fine tune the amount of the differential between the lower and upper division rates

©  Align summer per credit rates with academic year per credit rates (<12 and >18 credits tuition rates)
o Continue to assess the international student surcharge

e At this point, we're not anticipating major changes to the graduate school tuition as an ideal structure still
needs to be considered

Rationale

e This continues a multi-year tuition restructure strategy which includes the implementation of plateau and
differential tuition

e Fine turning the differential rates between lower and upper rates better reflects the cost of education between
lower and upper division students, aligning tuition structure with costs

e The proposal also uses the academic year per-credit rate for summer, which bring uniformity to the summer
rate structure and eliminates multiple rates

Analysis

e Compared to last year’s tuition rates, incorporating the differential tuition fee into a tuition rate has no impact
on state reported and media reported tuition rates

e  Athletics summer scholarships will be affected with this change. Analysis is on-going to determine the extent of
impact to summer student-athletes

Policy adjustments anticipated
e Consideration may need to be given to the summer tuition revenue sharing model under the proposal structure
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From a May, 2013 update to the Board by the Provost

2007-08 2011-12 2012-13
FACULTY HEADCOUNT 310 354 348
Net increase 38 38/310 = 12%
Total new faculty 156 156/348 = 45% hired previous 6 years

SFHI faculty (Fall 2012) 32 (36 by fall 2013)

GRADUATE STUDENTS
Masters 448 691 698 56%
PhD 422 529 554 31%
Total (incl. non-degree) 912 1,303 1,322 45%

From a December, 2012 update to the Board by the Provost

All Faculty — External Proposals 2007-08 2008-09 2008-10
Number Submitted 893 974 1025
Number Funded 517 516 576
Dollars Awarded (Millions) 37.9 50.5 55.7 47%

As of January, 2015

SFHI Faculty have been Principal Investigator on 397 submitted proposals and
Co-Investigator on an additional 225 submitted proposals

SFHI Faculty have been Principal Investigator on 107 funded projects and Co-
Investigator on an additional 72 funded projects

Overall proposal success rate is 27% [Some still pending at time of summary]

Seven individuals had a proposal success rate > 40% and 14 had success rates
> 20%

Example Individual Pl Proposal Activity

Submitted Success Rate Submitted Success Rate
18 89% 29 52%
24 67% 12 42%

16 56% 28 29%



Michigamiech

MICHIGAN TECH DASHBOARD

Strategic Diversity Metrics

Diversity

Enrollment

Graduation Rate

Tenured/Tenure Track Faculty

Staff

Online Learning

Tech Online Student Student Student Student Student Student

Learning Enrollments Enroliments Enrollments Enrollments Enrollments Enrollments

(Some numbers are (Grad/Undergrad) (Grad/Undergrad) (Grad/Undergrad) (Grad/Undergrad) (Grad/Undergrad) (Grad/Undergrad)

estimates) 2009-2010 2010-2011 2011-2012 2012-2013 2013-2014 2017-2018

8;"511”‘9”5 54/351 32/381 42/445 49/774 60/827 322/966

8ﬁlﬁ]aemp“5 270/102 130/127 155/187 178/126 152/153 200/200

Corporate Off

Campus 0/8 32/1 61/0 30/0 5/0 50/0

Dual Enrollment 0/0 0/0 0/1 0/1 0/5 0/5
Admissions

Ph: 888-688-1885
Fax: 906-487-2125

Email: mtu4du@mtu.edu



University Senate Constituents’ Questions
for Vice President Dave Reed’s University Budget/Finances Forum
Wednesday, January 28, 2-5 p.m. in Noblet Forestry Building G002
Co-Sponsored by the University Senate, Staff Council, USG, and GSG

1. One question raised by my constituents has to do with the decline in the budget to support
research on campus. One of the key issues that we are currently dealing with is the library budget,
which has not increased substantially to address the continued inflation of journal subscription
fees. However, this is not the only place that we have seen declines. There has also been a

decline in internal research awards (REF), both in budget and awards given out. Graduate School
Dean Jackie Huntoon used to provide cost share for grants submitted by assistant professors to
provide partial support for graduate student tuition and fees; however, she is no longer able to do
this due to budget limitations. We need a larger budget to maintain shared equipment while keep
user fees low.

While it is important for individual faculty to obtain external research funding, additional
research support from the university would facilitate our efforts.

How will the administration address this issue going forward to make sure that adequate
resources are allocated to support research efforts given that this is one of the goals in the
strategic plan?

1. Tunderstand that the university wisely allocates a certain sum of money to pay for medical
care. This amounts to perhaps $14,000 per person covered. Is it correct that the university has
recently saved some $2 million in health care costs?

2. If not $2 mill, exactly how much was saved or for that matter lost?

3. What happens to this saved money? Is it put aside in a lock box for future unknown medical
expenses?

4. Regarding the strategic hiring initiative where the university provided researchers with
startups that are more than triple what “normal” assistant profs are provided; how successful was
the idea that these people would be capable of generating sufficient research funds so that the
overhead from this can be used to hire more such folk? Can you provide some sort of accounting
for the strategic hires?

5. What impact is this online education having for our students at Tech. Has anyone conducted
an assessment regarding the pros and cons of this? What are the financial implications of this? Is
it fair to conclude that online education is the future for Tech? Has the executive assessed the
ramifications of allowing departments to engage in this sort of teaching? Is the online mode of
teaching equivalent to the classroom model? Is this really value for the high cost that these
students/parents pay or is the administration simply looking to earn money? Do you envisage any
restrictions on the offerings of online courses at Tech, i.e., should they be provided year round or



only during summer?

6. In terms of value can you provide an outline of the nature of the university’s new assessment
program headed by the assistant provost? What is the status of this program? Certain
departments were told that external reviewers were coming in the Spring 2015 semester in order
to conduct “meaningful” independent evaluations. What happened to this idea? Why is it so
difficult to get a constructive assessment of the merits of our undergraduate programs? Given the
overwhelming emphasis on research and funding, are we afraid of the answer? Given the lack of
emphasis on assessment, does the administration believe that this is a waste of time?

soesksokoomske seokokok koo ok

Looking the June 30 2014 Annual Report, I note that the Current Portion of Long Term Debt is
$2.844,399 and that the Long Term Debt ($79,910,265 with the $2,844,399 added back in) is
$82,754,664. My concern is that the Current Portion of Long Term Debt is too small for a 20- or
30-year amortization at any interest rate greater than two-tenths of one percent, and that there
may be a “balloon™ worked into the financing.

Are Michigan Tech’s required payments on long-term debt fairly uniform, or will all of a sudden
there be much larger debt repayment required?

A second question related to the financing to the Wadsworth Hall Renovation. As I understand it,
the debt repayment is supposed to come out of dorm fees. How will the completion of the Julien
Apartments next to St. Al's affect residence hall revenues? Does the University still have the
“power” to require freshmen to live in the dorms?

e oo e sk o ofoske ok ok kok sk koo sk ke ok



