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1. The minutes of October 3 were approved as distributed. 

2. Hental health coverage. 

Some members of the Finance Committee had been able to join the 
October 18 meeting of the Faculty Affairs Committee at which the following 
motion had been approved: 

"That SCFA favors the University's undertaking coverage for the 
immediate year of mental health services over and above the new 
Blue Cross-Blue Shield limits and that this coverage apply to all 
under Blue Cross-Blue Shield, not just those now in treatment; 
SCFA also favors the exploration, if time permits, of the costs 
and benefits of introducing sliding-scale deductibility features 
based on salaries." 

SCFA members had also suggested in that meeting that former Blue Cros~
Blue Shield members who had moved to another insurer because of this benefit 
change should also receive the University's supplementary coverage; Vice 
President Murthy reported to SFC that he had made this suggestion to the 
Management Committee but that the Management Committee had not accepted it. 

The Finance Committee, then, in its meeting of October 31st, discussed 
the question at considerable length, paying particular attention to questions 
of fairness and equity. 

Professor Overmier introduced the concept of deductibility into the 
formula, arguing that the value of the added Blue Cross-Blue Shield benefits 
must be taken into account along with the value of the lost benefit. It would 
be reasonable, he said, to charge the beneficiaries for the use of new benefits, 
such as office visits, which previously they would have had to pay for. If 
the University did not do so, it would be paying for expanded health care for 
some employees at the expense of everyone else and, possibly, ~f the academic 
budgets. A short time later in the discussion, Professor Overmier commented 
that one reason why Blue Cross-Blue Shield had changed its pattern of support 
was to be more competitive with the HHO's which offer free office visits. 
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AGENDA 

1. Minutes of October 3 (enclosed). 

2. Report of the Chair. 

3. Committee's role with respect to Commitment to Focus. 

4. Discussion with Acting Vice President Murthy about 
any of the followin~ on which there is new information: 

A. Mental health coverage for faculty and staff 
in Blue Cross: Management Committee's conclusions. 

B. Committee relationship to Management Committee 
regarding establishment of guidelines for the 
biennial request. {Enclosure: "Proposed 
Budget Principles 1985-86," which Regents 
discussed extensively last April.) 

C. Meeting with Legislative Committee on Minnesota 
Resources (LCMR) legislators. 

D. Data on debt reduction of the various collegiate 
units resulting from application of flexible 
funds. 

E. Graduate tuition fellowships. 

F. Effect of October state financial forecasts on 
University budget planning. 

5. Other items from Dr. Murthy and the Committee members. 
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~ Professor Jorgensen asked that SFC reiterate SCFA's original suggestion 
that those who left Blue Cross-Blue Shield because of the drop in mental health 
coverage be allowed to return to Blue Cross-Blue Shield or be compensated in 
a similar way to those who remained. 

Professor Hanson voiced agreement with the principle Professor Overmier 
had stated, but asked that members also remember that anything the University 
provides would be interim assistance for only a single year to people caught 
in the policy change. 

Professor Spring remarked that Blue Cross-Blue Shield would be able to 
detenmne the percentage of the total cost of the policy which constitutes the 
value of the extra benefits received. 

MOTION. Professor Spring moved that the Finance Committee reiterate SCFA's 
original plan to reimburse for the difference between what they would have 
received had the former policy continued in effect and what they are 
presently receiving, both continuing members of Blue Cross-Blue Shield who 
last year made claims for mental health outpatient treatment charges, and 
also those who left Blue Cross-Blue Shield this fall and last year made 
such claims. In addition the actuarial value of Blue Cross-Blue Shield 
benefits new this year should be identified and be subtracted from the 
value of the University's compensation to such patients. The motion was 
seconded. 

DISCUSSION. Professor Hanson said the University should not be obligated to 
fund more than is available in other options in the present market. 

Professor Campbell suggested that there is a sense in which the Univer
sity has some moral obligation to assist people caught by this loss of benefit 
because SCFA and the University had been remiss in not representing University 
staff interests to AFSME. Had those views been represented in the state's 
negotiations, there would have been the possibility of their affecting the 
outcome. 

Professor Johnson asked that SFC members allow for geographical differences 
as they think about the availability of benefits. The Crookston area, for 
example, has no HMO. 

VOTE. The motion was carried without dissent on a voice vote. 

Sources for funds for this comuensation. Professor Merwin stated that 
since Vice President Murthy was more familiar with the budget than the committee 
members, he had asked him to bring suggestions and information as to where the 
funds could come from. 

Professor Campbell estimated that the amount recouped by means of the 
proposed deductible would be considerably less than the difference between 
former and present coverage. 

Vice President Murthy said the Management Committee's first suggestion 
had been to take the compensatory payments from next year's personnel salary 
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~ increases, which would amount to about 0.5% of the increases. (SCFA had 
requested that it not be taken from those funds.) 

Professor Campbell asked why the necessary money could not be taken from 
a very broad base of University budgets. Vice President Murthy said that would 
be agreeable if it was what the committee wanted. 

Professor Spring contended that since benefits are a form of remuneration, 
it would be a serious error not to take a substantial part from salaries. The 
faculty and other staff, he said, should support this benefit they are 
recommending. Professor Sorauf observed that to fund from salary increase 
monies would be consistent with what the University has done in the past when 
faced with an unexpected mid-biennium rise in fringe benefits. 

Mr. Klement inquired as to whether the decision on where to draw the money 
from could not be deferred until next year when the Management Committee would 
know the actual cost and would have a better idea of the resources available. 
Dr. Murthy called that a reasonable suggestion, but added that the University 
has an obligation to inform the user community on how it is managing these 
costs. 

Dr. Murthy then inquired as to how the Management Committee should resolve 
the considerably different recommendations coming from SFC and SCFA. Professors 
Merwin and Spring suggested the vice president take the two proposals to the 
Faculty Consultative Committee to resolve the differences, and invite SCFA 
chair William Boylan to join that meeting. 

There was a consensus within the Finance Committee favoring postponing 
a decision on where to take the money from until there is more information. 

3. Finance Committee's relationship to the Management Committee. 

Professor Merwin referred SFC members to his October 8 letter to President 
Keller on this question. (SFC members had received copies of that letter and 
also copies of the Budget Principles which were discussed extensively last 
spring by the Regents.) 

Vice President Murthy remarked that he did not know exactly how the 
Finance Committee could relate to the Management Committee except through 
himself as a liaison and by inviting President Keller to meetings. The Manage
ment Committee meets only with its staff. 

Professor Merwin asked how SFC could fulfill its charge as stated in the 
Senate bylaws to participate in developing guidelines for the Biennial Request. 
Dr. Murthy said if SFC developed principles by which it thought the Management 
Committee should be guided, he would take them to the Management Committee. 

Professor Merwin said he presumed the Management Committee would be devel
oping principles, and asked whether Dr. Murthy would bring those to the SFC 
which needs to participate in defining them before they are firm. Dr. ~furthy 
called the process of creating a University budget somewhat ill defined. The 
deans make 
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their submissions to the Management Committee. The Management 
staff work and in time produce the Red Book. The University's 
and the colleges' respective ststements of program priorities 
Management Committee discussions. 

Committee and 
program priorities 

enter into 

Professor Merwin remarked that decisions consistent with University planning 
are good, but that SFC does see some choices as having been opportunistic. 

Dr. Murthy described himself as wholly in favor of openness and consultation. 
He recommended waiting for the President's response to Professor Merwin's 
letter, and indicated he would ask the President for an early response. 

Professor Spring recalled that SFC's predecessor, the University Committee 
on Biennial Request and Budget Review (UCBRBR) and the SFC itself in its early 
years had dealt with some rather practical problems. When the University budget 
was in an essentially steady state, the committee identified some increments for hud~ets 
over what the University had received v and l)elved to determine some priorities. 

1n appropr1at1ons, . 

4. Legislative Commission on Minnesota Resources. Vice President Murthy again 
reported that he had met with the LCMR task force and that the University had 
agreed to provide the coordination for University faculty requests being 
submitted to the LCMR. The University will ask the LCMR administrators exactly 
what they want the University to do in this regard. He said the University 
definitely would not get peer reviews because these projects do not lend 
themselves to that system. 

5. The University has decided to move to keep the Sea Grant on the Twin Cities. 
Campus. That decision has to progress through several steps, culminating in 
his presenting the arguments to the legislature. 

6. Retrenchment and reallocation process. Dr. Murthy distributed copies of a 
table which he had given in the spring to last year's SFC membership showing 
collegiate units' and academic support units' retrenchment assessments based 
on Cycle II planning, and titled "Summary of Retrenchment & Internal Reallocation 
for 1983-85." Some of the colleges, he reported, have made considerably more 
progress in 1985, so that many units have now reached 80-90% of their retrench
ment targets. 

Professor Campbell inquired whether the incompleteness of a retrenchment 
shows up as a debt somewhere and if retrenchments and reallocations add up to 
zero. He recalled there had been some plan for the use of retrenched monies 
and asked how much external reallocation hadn't been completed. 

Vice President Murthy named two programs as examples of intended beneficiaries 
of reallocation--neuroscience and molecular biology--and said the administration 
had not been able yet to accomplish those intentions. Reallocation which is 
not funded from retrenched funds, he said, is accomplished by taking money 
from other parts of the budgets, such as giving out an SEE increase of only 
2% instead of 3%. 
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When Professor Campbell remarked that departments are hard pressed to cover 
their ever more costly supplies and expenses, Vice President Murthy replied that 
departments now get other funding assistance from central administration to 
cover items which used to be departmental administrative costs. However, 
returned Professor Campbell, these have not entirely compensated for the cost 
rise in SEE. 

Professor Sorauf, referring to the table on retrenchment and reallocation, 
asked what determines, within an assigned range, what a unit's final retrenchment 
percentage is to be,and when those percentages would be determined. Dr. Murthy 
indicated that there has been some negotiation but that on the whole, central 
administration uses the high end of the range for retrenchment and reallocates 
the balance internally. Professor Spring reported from discussions in earlier 
years that the assumption had been that given a range of, for example, 3%-6%, 
if a unit's programmatic plans were good, that unit would pay in 6% but would 
get back 3% in reallocation. 

Professor Sorauf then inquired whether the excellence of the plans had not 
yet been judged. Dr. Murthy did not reply directly but said the administration 
expects each unit to attain the high end of the retrenchment goal, but counts 
in reallocations based on good plans. 

Professor Spring noted that the column in the table showing internal reallo
cation for 1983-85 seemed disproportionately low. Dr. Murthy called attention 
to the footnote for that column, "These figures for internal reallocation are 
tentative; further discussion with colleges is necessary to arrive at final 
amounts." Negotiations, he said, have led to units getting increased credit. 

Finance Committee members requested receiving an up-to-date version of 
this chart as soon as it is available. 

7. Graduate tuition fellowships. Dr. Murthy told SFC the fellowship plan would 
apply to TA's and RA's alike. He noted it had been the University's second 
highest priority in the 1985 legislative session, right behind faculty salaries. 
The legislature appropriated $2.5 million for the fellowships; the University 
needs between $700,000 and $1 million more. The fellowships will cover tuition 
at twice the proportion of the student's assistantship appointment (i.e., a 
50% RA or TA has 100% of tuition covered). 

He reported that the University had been told it could add the remaining 
oost to the fringe benefits attached to research proposals. The University is 
allowed to collect these funds from fringe benefits provided it does not 
discriminate; hence all staff have this benefit available to them. It is 
probable that staff tuition costs will not significantly increase the University's 
net cost since civil service employees are already eligible for Regents' scholar
ships. The plan is expected to be in effect in fall 1986. 

Professor Campbell sought to clarify the funding scheme, asking if it is 
the case that the fringe benefit charge for faculty and civil service is to 
be increased in research grants for the purpose of supporting the TA/RA 
fellowships. Dr. Murthy said he was not certain yet of the exact mechanism, 
but that Washington had given its OK to the general plan and that the 
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October 25, 1985 

Acting Vice President for Academic Affairs 
and Provost 

213 Morrill Hall 

Dear Rama: 

The Senate Finance Committee looks forward to the 
opportunity to discuss further with you on October 31st a 
number of items of business which we touched upon at our 
October 3 meeting. At that time you anticipated having 
further information on many of these which you could bring 
to the committee's second meeting. 

As the enclosed agenda indicates, we would appreciate 
beUgbrought up to date and having the opportunity to exchange 
views on any or all of these topics: 

--University support for mental health outpatient 
coverage of employees in Blue Cross; 

- Finance Committee's role in developing guidelines 
for the 1987-89 biennial request; 

- Your discussions with the LCMR legislators; 

- Data on your application of flexible funds to reduce 
the collegiate units' respective retrenchment debts; 

Graduate tuition fellowships (rumor has it that a 
way has been found to aid RA's as well as TA's); 

- Any new budgetary pre-planning prompted by the 
state's October financial projections. 

We hope you will also use this occasion to bring to the 
SFC members any other topics and questions about which they 
should be thinking. 

JCM:mbp 

Enc • : Agenda 
~raft minutes of October 3 

Cordially, 

~Merwin, Chair, 
Senate Finance Committee 
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University would soon have more details. 

8. Effect on University budget of the state's October revenue forecasts. 
Vice President Murthy said nothing had changed so far. The Finance Commissioner 
had not up to this point given the University any warning figures. 

The meeting adjourned at 4:45 p.m. 

Meredith Poppele, 
Recorder 
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