
 Minutes• 
 
 Senate Committee on Finance and Planning 
 Subcommittee on Physical Plant and Space Allocation 
 March 17, 1992 
 
 
Present: Burton Shapiro (chair), Avner Ben-Ner, David Biesboer, Mark Davison, William 

Gerberich, Karen Geronime, Michael Hoey, Thomas Hoffmann, Craig Kissock, Susan 
Markham, Irwin Rubenstein, Mary Sue Simmons 

 
Guests: Senior Vice President Robert Erickson, Ken Janzen, Roger Paschke 
 
 
1.   Purchase of Steam 
 
 Professor Shapiro welcomed Senior Vice President Erickson and Mr. Paschke to the meeting to 
describe the final contracts negotiated with the three possible vendors. 
 
 Mr. Paschke walked the Committee through a series of slides which had been presented to the 
Board of Regents [and the contents of which will not be reported in these minutes].  Among the points 
raised by Committee members were these: 
 
 -- The contracts all contain 25-year guarantees, but such guarantees are only as good as the 

company making them; are the vendors in good financial shape?  Mr. Paschke said that the 
University had carefully scrutinized the financial conditions of all three and had concluded 
that they were all in good shape. 

 
 -- If the fuel price guarantees keep the University's price below market by the end of the 

contract, are there provisions being made for a transition into the 26th and subsequent 
years, when there might be a sharp price increase after the expiration of the guarantees?  
The price guarantees can be renegotiated at any time during the contract, and the 
University has also negotiated side contracts for fuel to avoid any steep increase in year 26. 

 
 -- Mr. Paschke agreed to provide the actual emissions statistics to the Committee (rather than 

the net changes in emissions after the new/remodeled plant(s) are in operation). 
 
 -- Co-generation was discussed (use of the heat generated to produce both steam and 

electricity); the vendor which proposes to do it as part of their contract, rather than having 
it as an option, could also require that the University go into debt beyond the limit of what 
the administration believes is prudent. 

 
 -- The possibility of obtaining a grant from the U.S. Department of Energy for clean coal 

technology is appealing, and since the department has never made a grant to an institution 
of higher education, the possibility of successfully obtaining one may be greater than 
usual.  
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 -- If there is any increased regulation of air pollution and emissions, the burdens would fall 

more heavily on a system which uses coal rather than other fuels.  If the University were to 
rely on coal, but not obtain a clean coal technology grant, it might be FORCED to move to 
such technology--without any external funding--if regulatory standards are strengthened. 

 
 -- Steam costs will be higher than they are now, Mr. Erickson said in response to a question, 

because the capital costs of plant construction or renovation have to be borne.   
 
 The final result of the analysis, Mr. Paschke concluded, was that two of the vendors have, on all 
quantifiable measures, offered contracts that are virtually identical.  Ms. Markham pointed out that these 
are signed contracts, valid for 90 days, that cannot be altered--and she warned that the University cannot 
pick and choose among the best elements of each one.  "Shame on us" if the University loses them, she 
added, because these are extraordinarily good contracts that will never again be seen if the one of them is 
not accepted. 
 
 Mr. Erickson related to the Committee that the members of the administration who have been 
involved in the discussions have gone back and forth many times on the merits and drawbacks of each of 
the contracts.  It was not the intent of the administration to not make a final recommendation, but given 
the balance between two of the three (NSP has, for all practical purposes, withdrawn), it was felt that 
other value judgments needed to be brought into play in making the final decision.  Mr. Paschke 
commented that what the administration can do is assure the Board that they do not need to be worried 
about either the financial or technical/engineering aspects of the proposals--so that Board members can 
make the decision on the basis of those other values.  And that, Mr. Erickson noted, is exactly what a 
public policy board should do--so the individual administrators involved in the negotiations will not make 
their own preferences known. 
 
 The values that could come into play in making the final decision include the value of regaining the 
land by the river, reduced pollution, and other considerations.   
 
 Mr. Erickson reported that NSP has decided not to make a presentation to the Board in April, but 
did send a letter to the University saying that it believed the summaries accurately represented NSP's 
position and their view that the process had been fair. 
 
 Several Committee members commended Mr. Erickson, Mr. Paschke, and Ms. Markham on the 
superb job they had done in negotiating the contracts, all of which were a substantial improvement over 
what had been offered before.   
 
 It was agreed that the views of the Steam Advisory Committee and the Subcommittee on Physical 
Plant and Space Allocation would be obtained for the next meeting of the Committee, on March 31.  
Whether or not any resolution will be considered or adopted will be taken up at that meeting. 
 
 The Committee adjourned at 4:30. 
 
      -- Gary Engstrand 
 
University of Minnesota 


