
BENEFITS ADVISORY COMMITTEE 
MINUTES OF MEETING 
FEBRUARY 3, 2011 
 
 [In these minutes:  Administrative Working Group (AWG) Update, Welcome and 
Remarks by Dr. Aaron Friedman, University Budget Overview – CFO Pfutzenreuter, 
President Bruininks, Prior Authorization Issue Resolved, Summary of Benefits] 
 
[These minutes reflect discussion and debate at a meeting of a committee of the 
University Senate; none of the comments, conclusions, or actions reported in these 
minutes represent the view of, nor are they binding on the Senate, the Administration, or 
the Board of Regents.] 
 
PRESENT:  Gavin Watt (chair), Pam Enrici, Tina Falkner, Dale Swanson, Jody Ebert, 
Sara Parcells, Sandi Sherman, Nancy Fulton, Joseph Jameson, Michael Marotteck, Carl 
Anderson, Carol Carrier, Amos Deinard, Aaron Friedman, George Green, Richard 
McGehee, Fred Morrison, Michael O’Reilly, Theodor Litman, Rodney Loper, Dann 
Chapman 
  
REGRETS:  William Roberts, Jennifer Schultz, Judith Garrard 
 
ABSENT:  Sharon Binek, Karen Lovro, Keith Dunder 
 
OTHERS ATTENDING:  Linda Blake, Karen Chapin, Kurt Errickson, Patty Franklin, 
Ryan Gourde, Jason Iversen, Shirley Kuehn, Kathy Pouliot, Kelly Schotberger, Jackie 
Singer, Sheri Stone, Kate Stuckert, Curt Swenson, Jill Thielen, Phyllis Walker, Laurie 
Warner 
 
GUESTS:  President Bruininks and Vice President and Chief Financial Officer 
Pfutzenreuter 
 
I).  Gavin Watt called the meeting to order and welcomed all those present. 
 
II).  Mr. Watt reported that the Administrative Working Group (AWG) met on Friday, 
January 28 and looked at various scenarios for possible changes in UPlan co-pays, and 
premiums as well as changes to the Wellness Program.  Proposed changes will be 
brought back for discussion with the BAC in the near future. 
 
III).  Mr. Watt introduced and welcomed the newest member of the BAC, Dr. Aaron 
Friedman, vice president for health sciences and dean of the Medical School.  As 
background for Dr. Friedman, Mr. Watt briefly described the composition of the 
committee. 
 
Mr. Watt turned to Dr. Aaron Friedman, and requested he make some introductory 
remarks.  Dr. Friedman began by providing information on his background, and noted 
that he has been at the University for approximately three years. 



 
Recently, stated Dr. Friedman, President Bruininks created an Executive Steering 
Committee to look at the Academic Health Center (AHC) and its relationship to the 
broader University and what this relationship should look like going forward.  While 
there are many academic health centers across the country, there are only three with six 
or more professional schools, University of Minnesota, University of Florida, and Ohio 
State. 
 
The Executive Steering Committee’s final report and recommendations will likely be 
helpful for President-designee Kaler too, noted Dr. Friedman.  The report will provide 
him with a broad understanding of the AHC, and help him see how the AHC can best 
interdigitate with the University as a whole.  The Committee’s report will be issued in 
May. 
 
Dr. Friedman reported that the Executive Steering Committee has three subcommittees 
that are looking at: 

1. Mission and value of the AHC. 
2. Administrative infrastructure. 
3. Centers and programs. 

 
Mr. Watt asked where University of Minnesota Physicians (UMP) fits into the AHC.  Dr. 
Friedman explained that UMP is part of the AHC, and plays an enormous role in the 
education of medical and nursing students, in particular.  At other institutions, their 
clinical arm can either be a very important provider of health care or a not so important 
provider of health care.  Decisions about the role these clinical arms play are as much a 
political question as a benefits question.  
 
Mr. Watt thanked Dr. Friedman for attending the meeting. 
 
IV).  Mr. Watt welcomed Vice President and Chief Financial Officer Pfutzenreuter who 
was invited to provide the committee with a high level overview of the University’s 
budget and to provide information about the financial challenges facing the University.  
A handout to supplement his presentation was distributed. 
 
The University’s budget challenge can be broken down into three parts, explained VP 
Pfutzenreuter: 

1. Projected annual budget needs. 
2. State appropriations. 
3. Budget balancing strategies. 

He walked members through an overview of the University’s FY2012 budget challenge.  
The University’s budget needs, explained VP Pfutzenreuter, include fringe benefit rates, 
facility operation expenses, contractual obligation requirements, new investment dollars 
and a modest contingency reserve.  
 
Next, VP Pfutzenreuter talked about state appropriations.  Worth noting, is that the 
University’s state appropriations have been rolled back to the level the University 



received in 2001.  He added that he expects state appropriations to continue to decrease 
over time. 
 
With the state’s current $6.3 billion budget shortfall, it is likely targeted reductions will 
be in the 12% - 15% range if not higher, stated VP Pfutzenreuter.  Adding the 
University’s budget needs to the anticipated state appropriation reduction leaves the 
University with roughly a $112 million fiscal problem.  This problem, noted VP 
Pfutzenreuter, will ultimately be solved through budget cuts and new revenue, the 
primary source being tuition.  The next biennium budget contemplates a similar scenario 
to what the University is going through in the current biennium.  An important point that 
needs to be made, however, is that 80% of the state appropriation reduction in the next 
biennium will hit in the first year (FY2012).  With that said, the University’s budget 
challenge is expected to be significantly bigger in the first year of the next biennium than 
the second year. 
 
The outcome of the current legislative session will ultimately determine the University’s 
budget fate.  Governor Dayton’s budget is due February 15.  If the legislature does not 
finish its session by May 23rd, the next deadline is June 30th.  Past June 30th, the 
government will shut down, which is a possible scenario that the University will be 
planning for. 
 
VP Pfutzenreuter concluded his report and fielded member’s questions.  A budget-related 
discussion ensued.  To conclude, VP Pfutzenreuter stated that the University will 
continue to find other sources of revenue because it is likely the trend of decreasing state 
appropriations will continue.  With that said, there are schools at this institution that 
within the next 3 – 4 years will no longer receive state money. 
 
Moving on, Mr. Watt thanked VP Pfutzenreuter for his presentation, and welcomed 
President Bruininks. 
 
In response to a question about whether University health benefits will be cut, President 
Bruininks stated that it needs to be in the mix of the discussion as the University develops 
its budget plan.  To put this discussion in context, President Bruininks shared his 
perspective on this legislative session.  He reported that he relishes every opportunity he 
gets to make the case for why the University is critically important to the future of the 
State of Minnesota. 
 
There are no easy answers or magic formulas when dealing with budget reductions of the 
magnitude facing the University.  President Bruininks stated that he would like to see 
every unit at the University involved in budget reduction discussions.  Despite what many 
people seem to think, any cuts at the University will be differential and not across the 
board.  In addition, as the University attempts to balance its budget and deal with the 
fiscal challenge it is faced with, it needs to look at where it spends its money - 
employees, capital investments, technology investments, and student financial aid.  
Added together, these four cost drivers represent .90+ cents of every dollar the University 
spends. 



 
While it will be impossible to reach a consensus on what should be cut, President 
Bruininks believes the process by which these decisions are made will be handled in a 
highly principled and thoughtful way in an effort to protect University employees and the 
academic strength and future of the University.  
 
President Bruininks thanked the BAC for its hard work in dealing with these difficult 
issues.  The work the BAC does is vitally important in helping the University shape an 
agenda and respond to its fiscal challenge. 
 
Acknowledging the collective bargaining process, President Bruininks went on to 
propose possible options for dealing with the budget deficit.  Options include, but are not 
limited to: 

• No wage/salary increases for FY2012. 
• Reduce/slow the growth of fringe benefit costs, while providing protection to 

lower income employees. 
• Reduce the University contribution to the Faculty Retirement Program for new 

academic employees. 
 
In light of the budget challenge facing the University, President Bruininks requested the 
committee come up with a range of ideas for saving the University at least $10 million in 
health care costs.  He added that if the University chooses not to make these tough 
choices, he predicts that the University will not be looked on favorably in the court of 
public opinion.   
 
President Bruininks engaged in a discussion with members about the reality of the budget 
challenge and the need to make tough decisions in an effort to cut costs.  He also noted 
that it will be extraordinarily important to communicate to legislators the tremendous 
reach and impact the University has on every county in the state.  In order to accomplish 
this, he stated that an economic impact study has been commissioned, which will be used 
to describe the economic impact the University has on the State of Minnesota.  President 
Bruininks stated that he spends a lot of time talking to legislators letting them know that 
the University’s mission is more than undergraduate education.  The University has 
several fact sheets, which he will make sure are distributed to the University community 
so employees can talk to their legislators about the value the University brings to the 
state. 
 
In light of time, Mr. Watt thanked CFO Pfutzenreuter and President Bruininks for 
attending today’s meeting.  He noted that the committee will continue to discuss 
scenarios for cutting the University’s health care spend. 
 
V).  Employee Benefits’ announcements:   
 
a).  Ms. Chapin reported that the Prime Therapeutics’ prior authorization issue that was 
shared at the January 20 BAC meeting has been resolved.  Members who were impacted 
by this problem will be reimbursed. 



 
b).  The UPlan Summary of Benefits is now available on-line 
(http://www1.umn.edu/ohr/benefits/summary/).  Print copies are also available by 
contacting Employee Benefits. 
 
VI).  Hearing no further business, Mr. Watt adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 
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