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Minutes 
The University of Toledo Board of Trustees
Finance and Audit Committee Meeting
April 8, 2013
	Committee Chair Ms. Susan Palmer was absent; Vice Chair Mr. John S. Szuch presided on her behalf with Committee member Mr. Joseph H. Zerbey, IV; Committee members Mr. John J. Perez and Student Trustee Ms. Brittney M. Brown were also absent.  Community member Mr. William Horst was present; Faculty representative Ms. Kathleen Fitzpatrick was absent.  Other Trustees who attended included Mr. William C. Koester, Ms. Linda N. Mansour, Ms. Sharon Speyer, and Mr. Gary P. Thieman. Committee Administrative Liaisons Mr. David Cutri, Mr. David Dabney and Mr. Chuck Lehnert were present.  Others attending the meeting were Dr. Frank Calzonetti, Ms. Meghan Cunningham, Dr. Michael Dowd, Dr. Jeffrey Gold, Mr. Pete Papadimos, Dr. Scott Scarborough, Mr. Matt Schroeder, Ms. Joan Stasa, and Mr. Jon Strunk.

	ATTENDANCE

	The meeting was called to order at 2:00 p.m. by Trustee Szuch in the Driscoll Alumni Center Board Room on the Main Campus.  
	CALL TO ORDER

	Mr. Szuch requested a motion to waive the reading of the minutes from the February 11, 2013 Finance and Audit Committee meeting and accept them as written.  The motion was received by Trustee Zerbey, seconded by Trustee Koester and approved by the Committee.  
	APPROVAL OF MINUTES



	Mr. David Cutri, Director Internal Audit/Chief Compliance Officer, provided the Committee with an update on the status of Internal Audit.  Mr. Cutri reported that 27 of the 36 projects scheduled for FY13 have been completed; 9 were recently started and should be completed by fiscal year-end.  A listing of four general areas covered by Internal Audit was displayed by Mr. Cutri, which included the Academic Enterprise, the Clinical Enterprise, Information Technology, and Business Support.  Institutional compliance areas were identified as:
· Intercollegiate Athletics Compliance

· Clinical Compliance

· Americans with Disabilities Act Compliance

· Research

· Facilities

· Information Technology

· Human Resources

· Business Ethics

The following points were also discussed by Mr. Cutri regarding the FY 2014 Internal Audit Planning/Risk Assessment which will begin shortly.
· UT Internal Audit employs a risk assessment planning program

· Input is solicited from the Board’s Finance and Audit Committee, Senior Leadership, and External Auditors

· Input will include feedback on risk exposure, new initiatives, and strategic plans

· The process and risk universes have been developed using varied sources

· A risk model will be used to score all potential processes to be audited

· High-risk processes that cannot be audited due to insufficient resources will be discussed with the Finance and Audit Committee including alternatives


	INTERNAL AUDIT STATUS UPDATE


	Mr. David Dabney, CFO/VP Finance, was asked to provide the Committee with information about historical trends of Senate Bill 6 ratios.  Mr. Dabney reported that Senate Bill 6 (SB6) was enacted in 1997.  SB6 was designed to increase financial accountability of state colleges and universities by using a standard set of measures with which to monitor the fiscal health of campuses.

If the University of Toledo did nothing to address its projected budget shortfall for FY 2014, then the University would fall below the minimum 1.75 SB6 ratio for two consecutive years at the end of FY 2017.  If this were to happen, the Ohio Board of Regents would put UT on fiscal watch.  A university stays on fiscal watch until it achieves a Composite Score of 2.4 and satisfies other conditions the Ohio Board of Regents might impose. This calculation is based on the following assumptions:

· Tuition revenues drop 1% in FY 2014 and increase 1.5% thereafter

· Grants and contracts and auxiliaries stay the same

· Other expense increases 3.4% in FY 2014 and 2% thereafter

Mr. Dabney reported that unrestricted net assets would go negative in FY 2016.  This would require UT to use restricted net assets to pay its bills.

Management has no intention of allowing this to happen.

A chart was displayed showing the negative change in total assets that would occur each year.  The FY 2013 budget considered $15 million in State capital for maintenance projects as an offset to depreciation and management lowered capital expenditures from operations to offset this.  However, the decline in enrollment, coupled with not spending all the state capital funds in FY 2013 results in a decline in total assets in FY 2013.  Given the projected decline in tuition and fees in FY 2014 coupled with no action taken to reduce expenses causes a larger reduction in FY 2014, and future years, as expenses outpace increased tuition and fee revenue.  The primary drivers of the shortfall are the one-time State capital of $15 million, reduction of salary recapture from $10 million to $8 million, and the decline in enrollment this year that reduced revenues by $13 million.  Part of the reason for reviewing this again is that there is doubt in some quarters on the shortfall and the need to address it.


	HISTORICAL TRENDS OF SENATE BILL 6 RATIOS



	Mr. Dabney also brought the Committee up to date about the FY14 budget formulation and reviewed the following calendar dates.

· Early assumptions in March for enrollment were -3% undergraduate and 0% graduate; Graduate tuition +3.5% aggregate, all others remain the same; SSI -$0.7 million
· Pre-budget Hearings:  March 4-15 were extended to March 25

· Budget Hearings:  March 18-29 were changed to March 29 to April 5

· Revised Assumptions:  April 1-12 were changed to April 6-12

· Finance and Strategy Discussion:  May 17

· Presidential Presentation:  June 3

· Board of Trustees Presentation:  June 17

Mr. Dabney reported that the goal is to achieve breakeven in the non-clinical enterprise and a 3% operating margin in the clinical enterprise.

	FY 2014 BUDGET CALENDAR AND ASSUMPTIONS


	The Committee members were provided with copies of the following reports for the period ending February 28, 2013:
· UT and UTF Foundation Composite Performance Review

· The UT Schedule of Asset and Style Allocation

· The UT Foundation Schedule of Asset and Style Allocation


	INFORMATION ATTACHMENTS


	With no further business before the Committee, Trustee Szuch adjourned 
the meeting at 2:35 p.m.
	ADJOURNMENT
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