
 Minutes• 
 
 Senate Committee on Finance and Planning 
 October 24, 1989 
 
 
Present: Burton Shapiro (chair), David Berg, David Biesboer, Carol Campbell, John Clark, James 

Coad, Arthur Erdman, Anthony Faras, Lael Gatewood, Virginia Gray, Nick LaFontaine, 
Cleon Melsa, Charles Speakes, Rob Webb 

 
Guests: Assistant Vice President Mary Bilek, Senior Vice President Gordon Donhowe, Associate 

Vice President Edward Foster, Warren Ibele, Ken Jansen (Regents' Office), Maureen 
Smith, Rabun Taylor 

 
 
1.   Report of the Chair 
 
 Professor Shapiro began the meeting by introducing himself; he told the Committee that he had 
been asked by the Committee on Committees to serve as chair to replace Professor Weyhmann.   
 
 He had prepared, Professor Shapiro told Committee members, a list of possible agenda items for 
SCFP to take up in future meetings; on the list were: 
 
 -- Attention to the Eastcliff carriage house, which is in disrepair (Mr. Donhowe commented 

that the Eastcliff committee is aware of its condition and while not wishing to spend a lot 
of money right now, does have plans and will take steps to prevent it from falling down.  
He recommended that the Committee invite Neil Bakkenist in talk about the plans) 

 
 -- A report from the Physical Plant and Space Allocation Subcommittee 
 
 -- Discussion of the survey of civil service employees on job satisfaction 
 
 -- Distribution of Indirect Cost Recovery funds (Mr. Donhowe said he wished to be included 

in that discussion) 
 
 -- Instructional Cost Study 
 
 -- An overview of how a building gets built or remodeled and the priorities used in 

determining which get selected 
 
 -- Discussion with quasi-University groups about their relationship to the University (the 

Foundation, the Supercomputer Institute, and so on) 
 
 -- Report from Nick LaFontaine on the Tuition Task Force 
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Other items suggested by Committee members were: 
 
 -- How Academic Priorities are being related to financial planning 
 
 -- Tracking collegiate retrenchments and their relationship to the college academic plans 
 
 -- Follow-up to President Sauer's suggestion that there be a rolling 5-year capital plan; this 

year there was little time for faculty/student participation in the request. 
 
2.   The Recent Audit 
 
 Professor Shapiro explained to the Committee that in discussions with Professors Weyhmann and 
Ibele, it had been agreed that even though the audit dealt almost exclusively with practices which had 
been remedied, it would nonetheless be appropriate for SCFP to hear from Senior Vice President 
Donhowe about the issues raised and, it is hoped, settled. 
 
 Senior Vice President Donhowe informed the Committee that the audit had been a compliance 
audit--conducted to determine if the University was complying with relevant law and related policies, and 
covered the offices of the Board of Regents, the President, and five vice presidents.  It was not, he pointed 
out, a program audit.  Mr. Donhowe then summarized the major findings of the audit and the University's 
responses. 
 
 1. There was a question about the number of administrative leaves in the past two years and 

overpayment of $1061 to President Keller; it was recommended that the Board of Regents 
develop a policy governing  such leaves and that the money be obtained from former 
President Keller. 

 
  The University agrees there should be a policy covering individuals who go from academic 

to administrative and back to academic appointments; a policy has been drafted by 
Academic Affairs and it will be provided to the appropriate committees for consultation.  
Recently, however, there were a number of terminal leaves and the University does not 
believe it would be useful to try to develop a policy covering such situations as a president 
resigning under pressure; it is too difficult to tell what will be appropriate with each set of 
circumstances.  The University will not go after President Keller for $1061. 

 
 2. The salary paid to the Secretary of the Board of Regents is not paid in compliance with 

regulations because part of it comes from the Extension Service.   
 
  The reason for the arrangement is so the occupant of the office can remain on federal 

benefits (which she was on before she took her present office).  The University does not 
believe the arrangement violates Department of Agriculture regulations and has asked the 
Department about it. 

 
 3. There was an excessive amount of money spent on lobbying; the University should 

develop a policy and should not reimburse employees for political contributions and should 
also not permit gifts to legislators--or should only permit gifts related to or promoting the 
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University. 
 
  Mr. Donhowe said some of these practices dated from the tenure of former Vice President 

Kegler and some may not have been a good idea.  By any measure the pattern of 
expenditures, however, has been modest, he argued; most supplicants at the legislature are 
public bodies and the University has done nothing inappropriate.  It may be necessary to 
establish a political action committee, which can make expenditures seen as desirable.  The 
University does entertain legislators at Gopher athletic and cultural events.  The money for 
entertainment and gifts comes from the Foundation; in the future, gifts will be related to the 
University (e.g., a sweatshirt rather than a bottle of white zinfandel) and will be modest in 
nature. 

 
 4. Reimbursement for travel is not fully documented. 
 
  The University simply disagrees with this.  There were instances where questions were 

raised and the reimbursement was approved at a higher level.  The control system worked 
as it was supposed to; care must simply be taken to be sure documents are in the files. 

 
 5. Records for vacation and sick leave are inadequate. 
 
  The University agrees. 
 
 6. There is not sufficient evaluation of employees. 
 
  The University agrees and President Hasselmo has required more extensive evaluation. 
 
 There were a few other small issues and one technical one having to do with insurance to which the 
University has responded, Mr. Donhowe concluded. 
 
 He then noted that there has not been good control over expense accounts provided to the President 
and Vice Presidents by the University Foundation.  Six months ago the President's Cabinet decided there 
should be a policy so that the accounts are used consistently; each vice president was asked to submit a 
list of expenditures and their purpose.  Mr. Donhowe said that he and Associate Vice President Campbell 
went over them and found the expenditures to be prudent; they have now drafted a policy which has been 
approved by the Foundation Executive Committee and which they expect will also be adopted by the 
Board of Trustees. 
 
 Associate Vice President Campbell told the Committee that the legislative auditor has given 
warning that he will do recurring compliance audits; he has the authority to pick and choose the areas in 
which he will conduct them.  These audit reports will in all probability now come annually. 
 
 A question was raised about the difference in surveillance of research funds between those 
administered by the Foundation and those administered through the Office of Research and Technology 
Transfer Administration (ORTTA).  Ms. Campbell replied that she is currently chairing a committee 
which is reviewing the relationship of the University to various foundations; part of their report will cover 
this issue.  The report will be in draft form shortly for circulation to the foundations and the 
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administration and will examine how money comes in and how it is dispersed. 
 
 Asked to elaborate, Ms. Campbell explained that there are a number of foundations, which have 
varying relationships to the University.  Some have as their sole activity support of the University (e.g., 
the University Foundation, the Minnesota Medical Foundation, the Arboretum Foundation).  Others do 
not have quite such closely cooperative relationships (e.g., the Gray Freshwater Foundation, the Variety 
Club).  Others exist which have no official link to the University but its personnel are involved in their 
activities. 
 
 Nationally, she continued, there is a process underway which establishes "recognized" foundations. 
The institution sets the guidelines on what it wants, purposes, cooperation, etc.; if a foundation wants to 
be "recognized," its Board of Directors must adopt those guidelines.  Those "recognized" foundations can 
then use the University's name, it may be provided office space and staff, and the University works 
closely with it in its efforts.  Those which are not "recognized" cannot have access to those benefits.   
 
 One Committee member inquired about athletic funds; Ms. Campbell said that the Williams Fund 
and Patty Berg Fund are University assets--but, she added, her review will not extend to the raising and 
use of funds by booster groups (such as in athletics or Friends of the Art Museum).   
 
 Ms. Campbell promised to return to the Committee with her report on these relationships to 
foundations. 
 
3.  The new computerized accounting system 
 
 Professor Shapiro asked Mr. Donhowe and Ms. Campbell to provide the Committee with an 
overview of the status of the new system.  
 
 Ms. Campbell told the Committee that the University has gone through the software selection 
process and, with the approval of the Board of Regents, is going to spend $1.5 million to acquire the 
software and make the necessary modifications for University programs.  They made it very clear, 
however, to the Board that it will ultimately be a much more expensive project because the new system 
must be set up in such a way that it interfaces with 30 other systems--and it is establishing those interfaces 
that will cost a lot of money. 
 
 There was internal criticism of the process used, but there is no basic disagreement; the Finance 
office has not completed the design of the system but is, rather, only at the point where they are sure it 
can be integrated.  There was concern on the part of the auditor that since the design is not complete, the 
cost estimates can be made only with considerable degree of risk.  Ms. Campbell said they agree.  They 
will have a better estimate of costs once design is completed, but they wanted to acquire the software and 
let the Board know early on what the University was getting into.  Mr. Donhowe interjected that the news 
headlines about the system potentially costing twice as much as the $13 million were misleading; it is 
remotely possible that it will cost twice as much, maybe three times as much--but the probability is that it 
will be about $13 million.  This price includes bringing up the new general ledger system, computerizing 
contracts and grants, and completing the automation of purchasing. 
 
 Committee members discussed with Ms. Campbell for some while a few technical points about the 
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system and its interface with existing University central computing operations (such as payroll, accounts 
payable, purchasing, fringe benefits, student loans).  One Committee member inquired about 
improvements that will be available; Ms. Campbell explained that there will not be a lot of additional 
functions.  This purchase, she said, is like replacing the family car at 100,000 miles:  The systems now in 
use are at the end of their cycle and need to be replaced.  Nor, she observed, will the new system save 
money; it has cost a lot to develop it and it will cost more to run it.  The University has not put sufficient 
funding into its accounting system for the past 20 years and as a consequence has had a big deferred 
maintenance item.  
 
 The system will provide better information, with the new budgeting process, and will provide more 
timely information as well.  It should lead to improvements in purchasing terms, for example, because 
right now the University does not know how much it buys nor from whom. 
 
 Asked about impact on the colleges, Ms. Campbell said the price does include a modest amount of 
money for equipment for colleges, although not enough to put a terminal on every desk.  There is 
equipment in the colleges which can be linked to the new system, which will cut down on costs.  She said 
they do not see the system as causing any additional work for the colleges.  What they have not provided 
for is replacement or integration of the stand-alone systems which some colleges have put in place.  
Finance did not have responsibility for the creation of shadow budgeting systems and does not now feel it 
should pay for their replacement or integration.  The colleges will have to look at the new system and see 
if it has what they believe they need.  She agreed that it would be costly for a college to have to adapt 
their shadow systems to an entirely new accounting system but said that the new system may permit the 
stand-alone systems to be dismantled. 
 
 Ms. Campbell told the Committee that they have set a very aggressive timeline for implementation 
of the new system:  January 1, 1991.  Once the system is in place, paper documents should be replaced 
with electronic records and financial approvals should be decentralized. 
 
 Professor Shapiro thanked Ms. Campbell and Mr. Donhowe and noted that this project and 
associated issues should be brought back to the Committee from  time to time so it can be kept abreast of 
developments. 
 
4.   Decentralized budgeting 
 
 Professor Shapiro turned the attention of the Committee to the decentralized budgeting proposal 
which has been floating around the University and asked Mr. LaFontaine if he would bring the 
Committee up to date on its status.   
 
 Mr. LaFontaine reported that the proposal has been reviewed by the President's Cabinet and 
modified to address the most common criticisms.  The significant changes are: 
 
 -- The "academic revenue center" concept has been eliminated; "responsibility center" will 

remain the focal point of the plan, and attention will go to service, not generation of 
revenue. 

 
 -- Charging for support services, under cost pools, has been withdrawn, although space 
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occupancy charges will be implemented July 1, 1991.  Questions about how much to 
allocate to units initially remain, however.  There is now no plan to incorporate such 
services as libraries and computing in the plan, and Mr. Donhowe opined that they might 
not ever be included. 

 
 -- Timing will be altered.  Originally the plan called for Regents' action in April or May, 

irrespective of legislative action; now the calendar has been revised to recognize the 
outcome of the session. 

 
 Mr. LaFontaine said that there would be a revised draft of the proposal available within two or 
three weeks. 
 
 Questions raised by Committee members were whether or not the effects of this plan, when put in 
place at other institutions, had been examined (it has been used mostly at private institutions, which is the 
reason the revenue-center aspect of the proposal has been abandoned), who will decide how to charge for 
space (a group is being put together to examine this item), and what the advantages of this system are 
(create incentives to units to achieve savings, which can be used by the units themselves and to make sure 
that all units understand the cost of using and operating space).  Mr. LaFontaine agreed that charges 
should reflect the quality of the space, although Mr. Donhowe pointed out that if accurate information on 
quality could not be readily obtained, it would be possible to charge users on the basis of cost of 
occupancy. 
 
 The initial allocations and charges would be at the college level, rather than departmental, although 
colleges might in turn bring the charges down to the departments; difficulties might arise at that level, Mr. 
LaFontaine pointed out, because of the disjointed use of space.  Centrally-controlled space would be 
budgeted centrally. 
 
 The revised plan will be shared with the Board of Regents by the end of the year; Mr. LaFontaine 
said he would provide a copy of it to Professor Shapiro and would return to discuss it with the 
Committee.  
 
 The Committee adjourned at 4:50. 
 
      -- Gary Engstrand 
 
University of Minnesota 


