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July 2024
To the People of the State of Michigan:

Founded more than 130 years ago to address Michigan’s demand for educators and business professionals, Central
Michigan University remains dedicated to fulfilling the state’s evolving needs. Today, we offer over 200 high-quality
academic programs tailored to bridge talent gaps in crucial fields such as health care, science and engineering,
business, and education. In January, CMU added a four-year, campus-based nursing degree to its existing programs
to address growing demand in historically underserved parts of Michigan. At CMU, we prepare future leaders who
are creative, innovative problem-solvers, capable of working well with others and showing compassion and empathy.

CMU is dedicated to ensuring a safe and productive environment for our faculty, staff, and students. Over the past
year, another residence hall was upgraded, and CMU’s extensive network of cameras and remote access controls
were expanded to include more than half of the campus buildings. Additionally, CMU’s Police Department continues
to actively connect with the campus community, while the Emergency Management team continues to offer safety
preparedness training. These combined efforts have been crucial in maintaining a welcoming and secure environment
for everyone on campus.

CMU plays a vital role in supporting the state of Michigan, its residents, communities, and businesses. Over 90
percent of our students are from Michigan, representing all 83 counties. Additionally, 83 percent of recent graduates
have chosen to stay in Michigan for their careers. CMU is dedicated to enhancing the state as a great place to work
and live. We are equipping students to become valuable contributors to Michigan's economy, with our students and
graduates generating over a billion-dollar impact and fostering civic engagement in our communities. CMU’s efforts
have led to the creation of more than ten thousand jobs in Michigan. To maintain this positive impact, it is crucial to
keep higher education accessible and affordable for those committed to personal and intellectual development. We
remain dedicated to our mission of preparing students for successful careers, meaningful lives, and responsible global
citizenship.

State funding makes up nearly 22 percent of our operating budget, covering only 78 to 80 days of operation.
Additionally, funding per student varies significantly among Michigan's 15 public universities. Central Michigan
University receives $7,146 per student, ranking 8th in the state. This disparity imposes a significant financial burden
on students and their families. At CMU, we recognize both the cost and value of our students’ education. We are
committed to supporting our students by carefully managing tuition increases for both undergraduate and graduate
programs. Our leadership team is also dedicated to efficiently managing operating expenses to keep the cost of a
CMU education as manageable as possible.

CMU remains dedicated to student success, which is reflected in the achievements of our students and alumni and
our impact on the communities we serve. In September 2023, the Board of Trustees approved a new five-year
strategic plan, developed through over a year of campus engagement and input from students, faculty, staff, alumni,
supporters, community partners, and stakeholders. This plan emphasizes leadership development, inclusion, and
positive community impact while managing resources responsibly. Its four key priorities are: Inspiring student and
scholarly success in a rapidly changing world; Engaging communities to create lasting impact; Enhancing
organizational culture to ensure all members feel valued and empowered; and Ensuring institutional sustainability
through prudent resource management.

It is my pleasure to share the story of CMU's financial performance for the fiscal year ending June 30, 2024. The
report that follows details CMU's solid financial position, the result of being a responsible steward of taxpayer’s
dollars, conservative fiscal management, and strategic cost reallocations.

Sincerely,
<
hf}/; ijﬁﬂ? Hn_.«u_i_*/b',fjl
) :J
Mary Moran Hill

Vice President and Chief Financial Officer
Finance and Administrative Services
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Independent Auditer's Repont

To the Board of Trusiess
Central Michigan University

Report on the Audits of the Financial Statements
Opinions

We have audited the financial statements of the business-type aclivibes, fiduciary activities, and discretsly
presented component units of Central Michigan University (the "University™), a component unit of the Staie of
Michigan, as of and for the years ended Juna 30, 2024 and 2023 and the related nobtes to the fnancial statements,
which collectively comprise the University's basic financial statements, as isted in the table of contents.

In our opinion, based an our audits and the report of other auditors, the accompanying financial stalements
referred 1o abowe present fasrly, in all material respects, the financial position of the business-type activibes,
fiduciary activities, and discrefely presented component units of the University as of June 30, 2024 and 2023 and
the changes in its financial position and, where applicable, its cash flows thereof for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

We did nol audit the financial statements of CMU Medical Education Pariners (CMEP), which represents all of the
balances of the assets, net assets, and revenue of the discretely presenfed component unil, Those financial
slalements were audited by olher auditors, whose report has been furnished o us, and our opindon, insofar as it
relates fo the amounts included for CMEP, is based solely on the report of the other auditors,

Basis for Opinions

We conducted our awdits in accordance with auditing standards generally accepled in the United Siates of
America (GAAS) and the slandards applicable to financial sudits contained in Goverrmen! Audiing Slandands,
issued by the Comptroller General of the Uniled States. Qur responsibiliies under those standards are further
described in the Awditor’s Responsibiities for the Awdits of the Financial Statements section of our report. We are
required 1o be independent of the University and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating %o our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide & basis for our audit opinions. The financial statements of CMEP were not
audided under Govemmendt Audiing Standards.

Responsibilities of Management for the Financial Statements

Management is respansible for the preparation and fair presentation of the financial stalaments in accordancea with
accounting principles generally accepled in the United States of America and for the design, implementation, and
maintenance of intemal control refevant to the preparation and fair presentation of financial statements that are
free from matedial misstatenent, whether due to fraud or eror.

In preparing the financial statements, management is required 1o evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt abouf the University's ability to continue as a gaoing
concem for 12 months beyond the financial staternent date, including any currently known miarmation that may
raise substantial doubt shorlly thereafter.

D PRAXITY
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To the Board of Trustees
Central Michigan University

Auditor’s Responsibilities for the Audits of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and, therefore, is not a
guarantee that audits conducted in accordance with GAAS and Government Auditing Standards will always detect
a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing audits in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audits.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

o Obtain an understanding of internal control relevant to the audits in order to design audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of the
University's internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the University's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audits, significant audit findings, and certain internal control-related matters that
we identified during the audits.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, schedule of the institution's proportionate share of the net pension liability and schedule
of institution pension contributions, and schedule of the institution's proportionate share of the net OPEB liability
and schedule of institution OPEB contributions, as identified in the table of contents, be presented to supplement
the basic financial statements. Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board, which considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Management is responsible for the accompanying annual financial report, which is presented for the purpose of
additional analysis and is not a required part of the basic financial statements. Our opinions on the financial
statements do not cover such information, and we do not express an opinion or any form of assurance therson.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a matenal inconsistency exists between the other information and the basic financial statements
or whether the other information otherwise appears to be materially misstated. If, based on the work performed,
we conclude that an uncorrected material misstatement of the other information exists, we are required to
describe it in our report.



To the Board of Trustees
Central Michigan University

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 26, 2024
on our consideration of the University's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that
report is solely to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the University's internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the University's internal control over financial

reporting and compliance.
7444«2“/ ¢ 7/’!«:4«/, PLet

September 26, 2024
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Central Michigan University

INTRODUCTION

This section of the Central Michigan University (the university or CMU) annual financial report presents a
discussion and analysis of the financial performance of the university for the fiscal year ended June 30,
2024, with selected comparative information for the years ended June 30, 2023, and 2022. For accurate
contextual understanding, read this discussion prepared by management, along with the financial
statements and related note disclosures, in its entirety. The discussion and analysis focus is on current
activities, resulting changes and currently known facts.

REPORTING ENTITY

Central Michigan University is an institution of higher education and a component unit of the State of
Michigan. The financial reporting entity consists of the university and other organizations for which the
university is financially accountable.

Under the provision of Governmental Accounting Standards Board (GASB) Statement No. 61, The Financial
Reporting Entity: Omnibus, the Central Michigan University Foundation has been determined to be a
component unit. Their activity has been blended into the university’s financial statements.

Under the same GASB Statement No. 61, Central Health Advancement Solutions (CHAS) has been
determined to be a significant component unit. The sole purpose of CHAS is to hold a 90% membership
interest in CMU Medical Education Partners (CMEP). Accordingly, the financial activity for CMEP on behalf
of CHAS is discretely presented in the university’s financial statements. Through the fiscal year ended
June 30, 2023, the Institute for Excellence in Education (IEE) was also determined to be a significant
component unit. The financial activity for IEE was discretely presented in the university’s financial
statements through June 30, 2023. In fiscal year 2024, the university no longer had a voting majority and
discontinued providing financial resources to IEE. Due to the change, IEE no longer meets the
requirements for including as a discretely presented component unit and has been removed from the
financial statements of the university for the fiscal year ended June 30, 2024. Refer to Note 1 to the financial
statements for more information regarding these component units and other affiliated entities.

FACTORS INFLUENCING FUTURE PERIODS

Central Michigan University, while facing external factors beyond our control, is committed to keeping higher
education affordable and accessible to students and families. The university continues to explore
marketable programs, undertake new initiatives, and meet its core mission and ongoing operating needs
through effectively managing finances and streamlining processes. However, the continual decline in
Michigan high school graduates, students’ attainment of credit hours before entering CMU, and the robust
job market, may have an adverse effect on the university’s ability to meet its goals. The level of enroliment,
amount of state support, compensation and benefit increases, inflation, and costs related to deferred
maintenance and the continual need to ensure safety for students are major impact factors on student
tuition and fee increases.

Two decades ago, the university endured significant reductions to state appropriations and the increases
since then have not kept pace with inflation, resulting in more reliance on student tuition and fees for
revenue. In fiscal year 2024, state appropriations contributed approximately 19.4% of university revenues.
In fiscal year 2004, state appropriations contributed approximately 24.7% of university revenues.

The university is committed to preserving academic quality and leadership opportunities, while providing
excellent service to our students, and not dramatically increasing tuition and fees for our students and their
families. The university continues to set the bar in maintaining low tuition and fee increases even though
state appropriations provide a much smaller percentage of university revenues than what they did twenty
years ago. Significant efforts, such as continuing to invest in the student financial wellness collaborative,
student advising, counseling services, and food pantry will allow us to better educate and assist students
with financial and well-being needs while we continue to identify and implement efficient and effective cost-
saving measures. Recognizing the continued financial challenges of our students and their families, the
university has increased total CMU aid from approximately $31.2 million in 2008 to $70.9 million in 2024,
making degrees possible for many students who otherwise could not pursue their dream of higher
education.



MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Central Michigan University

Central Michigan University continues to be committed to addressing the financial needs of our students
and their families.

The university is continuing to navigate new, ongoing expectations of students, faculty, and staff regarding
agile services and flexible employment conditions in the post-pandemic environment. Demands to meet
these expectations will increase pressures on the already limited resources of the university. However, the
HyFlex teaching modality implemented in the summer of 2020, additional safety initiatives, and remote work
opportunities are expected to continue for the foreseeable future. Central Michigan University is committed
to its top priorities of providing a safe and desirable campus community for learning and working.

Operating Budget and Deferred Maintenance

The university’s Board of Trustees approved the operating budget for fiscal year 2025 of $443.3 million.
The balanced budget was adjusted to align our expenses with our anticipated revenue streams. This
includes staffing, supplies and equipment reductions, along with incremental increases to fulfill collective
bargaining agreements and other necessary costs.

The university models a three-year forecast of its revenue and expense budget. This model is significantly
impacted by unpredictable future state appropriations funding, declining levels of Michigan high school
graduates causing potential declining enroliment, and modest increases in salary, benefits, and equipment
costs. The university remains steadfast in its commitment to achieve operational efficiencies, implement
additional cost-saving measures where appropriate, and increase financial aid for our students. With these
economic factors in sight, the university is continuing its fiscally conservative approach as good stewards
of its available resources.

The formal budget and modeling process includes the university’s annual review of the priority needs and
requirements for deferred maintenance, technology, renovations, and new construction projects. This
comprehensive review allows for systematic prioritization on an institutional basis. Priorities are set based
on anticipated future funding, with maintenance related projects having priority over new initiatives.

The campus has many deferred maintenance needs as documented in a detailed audit of each
building. The current analysis of existing deferred maintenance needs is $367.8 million, $190.6 million of
that is for general fund supported facilities. Over the past decade, the university has dedicated between
$5.7 to $8.4 million per year toward addressing these needs annually, with a standard allocation of $5.7
million annually.

During fiscal year 2024, the university expended approximately $11.8 million on plant related projects.
Funding sources included bond funding, gifts and other university funds.

Academic Priorities

The university has a longstanding tradition of enhancing student learning and success as well as
contributing to the discovery and dissemination of knowledge. Dedicated faculty, committed to leading-edge
pedagogy and research, work to grow the wisdom, technological sophistication, and creativity of CMU
students. As part of our commitment to student success and academic excellence, periodic reviews are
conducted in areas of academic structure, operations, and support services, focused on enhancing the
delivery of learning experiences to support student needs, innovative scholarship, and the communities of
Mt. Pleasant and beyond.

As we move forward into the next academic year, the university’s strategic plan has identified top priorities
for investment and growth that position us well to meet the rapidly changing landscape of higher education.
These include but are not limited to, enhancing high-impact learning experiences, expanding the use and
knowledge of artificial intelligence, aligning transferrable skills with professional pathways, and elevating
the university’s scholarly reputation through research and creative endeavors, with an eye on equity, justice,
and sustainability.

(o)) Financial Report 2024
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MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Central Michigan University

College of Medicine

The Central Michigan University College of Medicine (CMED) is the nation’s 137th medical school and was
founded to produce high-quality physicians for underserved communities in Michigan. In the 2023-2024
academic year, CMED focused on solidifying and strengthening existing relationships while exploring
additional educational opportunities for our students.

The number of applicants to CMED continues to expand showing great interest in the program. The
matriculating class of 2023 was selected from over 8,000 applicants. Nine percent of the students in the
2023 matriculating class represent CMED defined diversity categories that include Black/African American,
Hispanic/Latino/Latina/Latinx, Women, Native American and medically underserved urban and rural areas
of Michigan. Also, 76% of the matriculating 2023 class call Michigan home. CMED continued to be
successful with their 2023-2024 Match. Match statistics provide evidence that CMED is advancing the
mission of the medical school, with over 58% matching to primary care and just over 50% matching to a
residency program in Michigan.

CMED received full accreditation from the Liaison Committee for Medical Education (LCME) in June 2018
and hosted a successful reaccreditation review in March 2023. CMED updated a Continuous Quality
Improvement (CQI) process to include monitoring all 12 accreditation standards and 93 elements via an
element-based continuous quality matrix.

The Accreditation Council of Graduate Medical Education (ACGME) is the body responsible for reviewing
and accrediting graduate medical education (GME) residency programs. The CMU College of Medicine is
the academic sponsor of eight residency programs based at CMU Medical Education Partners (CMEP) in
Saginaw. CMEP is a GME consortium and partnership between CMU, Covenant HealthCare and
Ascension St. Mary’s (MyMichigan Health as of August 1, 2024). All residency programs including family
medicine, internal medicine, emergency medicine, emergency medical services, psychiatry, podiatry,
general surgery, and pediatrics are accredited.

During the 2023-2024 academic year, the College has worked to engage in strategic clinical affiliations to
meet long-term educational and financial needs and secured a new 25-year affiliation agreement with
primary clinical affiliate, Covenant HealthCare. The College’s learning and working environment remains
strong and the focus has shifted to building ongoing curricular continuous quality improvement that sustains
the College’s ability to attract the best students, to recruit and retain faculty, and engage support staff.

To fulfill its mission to train physicians who may work in underserved areas of Michigan, the College of
Medicine participates in the MIDOCS program. MIDOCS is a state-funded program set up to expand
graduate medical education residency positions in primary care and select specialties to recruit and retain
physicians in underserved areas in the state of Michigan. In addition to training costs for the residents, the
MIDOCS program also provides a $75,000 debt relief incentive for those residents who commit to serving
two years at an approved site following the residency. MIDOCS residents train alongside residents matched
through CMU Medical Education Partners residency programs.

The College of Medicine, in partnership with the Michigan Department of Health and Human Services and
the Centers for Medicare and Medicaid Services (CMS) provides support and funding to Michigan
physicians to enhance access to healthcare services to Medicaid enrollees. The Public Entity Physician
Payment Adjustment Program (PEPPAP) and Specialty Network Access Fee Program (SNAF) programs
are designed to provide higher reimbursement to both public and private practitioners and practitioner
groups who treat Medicaid patients. Higher reimbursement is used to maintain access to services. Eligibility
for Payment Adjustments is limited to practitioners affiliated with seven public entities, including
CMU. Currently, the CMU program enrolls over 1,200 practitioners committed to providing access to high
quality medical services to Medicaid enrollees.

Student Recruitment and Retention
The Student Recruitment and Retention (SRR) division, formed June 1, 2020, provides strategic leadership

for the university’s recruitment and retention efforts in support of fulfilling the university’s vision and strategic
priorities.



MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)

Central Michigan University

The university utilizes a data-informed, iterative process for Strategic Enroliment Management. During the
2023-24 academic year, the division worked with CMU’s Academic Planning and Analysis (APA)
department to develop a new scholarship strategy for the Maroon and Gold merit awards. These
scholarships are automatically awarded to first time in any college (FTIAC) students who meet the specified
criteria. APA analyzed the data of the awards made to students who enrolled and those who did not to
determine how to maximize the scholarship dollars. The analysis resulted in changes that include fewer
levels of scholarships and to no longer indexing the award to tuition, making the scholarship program easier
to understand. The new award matrix is for the Fall 2024 incoming students and is predicted to lower the
discount rate over time, resulting in more net tuition revenue.

Utilizing data from EAB and other higher education sources, which indicates that parents are very influential
in the college selection process, the undergraduate admissions team placed more emphasis on
communicating with parents and supporters of incoming first-year students and transfer students. This
included webinars on topics such as CMU competitive scholarships, the new Free Application for Federal
Student Aid (FAFSA), Residential Life, and Understanding their Financial Aid Award Letter. The team also
reignited the Blog for parents, and believes these efforts have played a significant role in supporting the
enrollment numbers for Fall 2024.

The International Admissions office continues the use of agents to help recruit overseas. CMU has also
hired consultants to contact high schools in overseas locations to help grow the undergraduate international
student population. To provide better support for international students, the International Student and
Scholar Services function was merged with the recruitment and admissions function in November 2023.
The goal is to provide seamless service to students, increase the people working on behalf of international
students, and to get some cross-training and efficiencies in place. Additionally, an International Student
Welcome Center opened, creating a one-stop shop for students to receive support services as well as a
welcoming place to hang out, attend meetings, and to help create a sense of belonging for them at CMU.

The Office of Student Success implemented a new program in January for fall 2023 FTIACS who earned
less than a 2.0 grade point average in their first fall semester. The weekend when students moved into
housing again in January, they were invited to attend individual student success meetings with their
academic advisors. They were also invited to attend a series of five Student Success Seminars in January
and February. Early analysis indicates this new initiative positively impacted retention rates of students who
participated in the program.

The Office of Scholarships and Financial Aid (OSFA) successfully implemented a new technology system
to ensure CMU continues to award aid in a compliant manner and provide a better student user
experience. Despite delays in the US Department of Education’s roll-out of the new FAFSA, CMU was
ready to award in our new sys