
Minutes* 
 

Senate Committee on Finance and Planning  
Tuesday, March 26, 2013 

2:00 – 4:00 
238A Morrill Hall 

 
 
Present:  Will Durfee (chair), Gary Cohen, Catherine Fitch, Susan Hupp, Lincoln Kallsen, Kara 

Kersteter, Russell Luepker, Richard Pfutzenreuter, Gwen Rudney, Michael Rollefson, 
Ann Sather, Arturo Schultz, Aks Zaheer 

 
Absent:  Dan Feeney, Talha Khan, Jill Merriam, Fred Morrison, Paul Olin, Jahon Rafian, Terry 

Roe, S. Charles Schulz, Kyle Smyth, Thomas Stinson, Michael Volna, Pamela Wheelock 
 
Guests:  Andy Hill (Director, Enterprise Systems Upgrade Project), Lori Lamb (Director of 

Human Resource Operations, Office of the Vice President for Human Resources); Carole 
Fleck (Director, Debt Management) 

 
Other: none 
 
[In these minutes:  (1) Enterprise Systems Upgrade Project; (2) spans and layers report; (3) annual debt 
management report; (4) bank card contract with TCF] 
 
 
1. Enterprise Systems Upgrade Project (ESUP) 
 
 Professor Durfee called the meeting to order at 2:05 and welcomed Mr. Hill to discuss the 
Enterprise Systems Upgrade Project (ESUP), which involves substantial overhauls of the student and 
human resources systems and somewhat less extensive changes to the financial system.  Mr. Hill 
distributed copies of slides and reviewed them with the Committee.  [This was an abbreviated version of 
the presentation made to the Faculty Consultative Committee on 3/14/13 and will not be repeated in these 
minutes.  The discussion at this meeting appears below.] 
 
 Professor Durfee said that as he recalled, the presentations (about user involvement in changing 
an enterprise system) about EFS sounded the same as the ones they are hearing now.  What is really 
different?  Mr. Hill explained that there are structural changes in the teams responsible for the change, 
and they are including the process of change management from the very beginning—and they are 
involving users from the very beginning.  They will not go into production until the users say the systems 
work.  They also have a dedicated reporting team that is attending the project sessions from the beginning 
in order to capture reporting needs early.   
 
 What seemed to happen with EFS, Professor Durfee said, is that it was set up so that it was suited 
for central administrative needs, but once it got to the departments, it was not so user-friendly.  The same 
thing could happen with the ESUP; are all levels being targeted for involvement?  They are, Mr. Hill said; 
there is a large number of people involved in governing the ESUP at each level—central oversight, 
integration of the systems, and functional steering committees for each of the three systems that include 
users.  They are trying very hard to avoid the situations that arose with EFS; the executives involved in 
the ESUP (Dean Elde chairs the group and it includes Vice Presidents Kathryn Brown [Human 
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Resources], Pfutzenreuter [Budget and Finance], and Studham [Chief Information Officer], and Vice 
Provost Robert McMaster [Undergraduate Education] meet weekly and are very engaged in the process, 
and in seeking to ensure that the problems with EFS are not repeated.  The outside implementation partner 
in the process is CedarCrestone, which has helped manage these system changes across the country and 
which is looking out for the University during the ESUP. 
 
 Mr. Rollefson asked if the University is setting itself up so that it will have to spend $80 million 
every ten years.  It is buying a product off the shelf from a vendor rather than doing it in house, whereas 
Indiana University had a consortium to do what PeopleSoft does—but at much less cost.  Mr. Hill said 
that one tenet of the ESUP is that the University will not do this again and will not spend $80 million 
every ten years.  PeopleSoft is now providing smaller packages of incremental upgrades, rather like 
upgrading one's cell phone, where the upgrades occur incrementally and one hardly notices.  The ESUP 
also involves cleaning up University data and business practices, and the intent is not to have to go down 
this path again. 
 
 Professor Luepker agreed with Professor Durfee that EFS was fine for central purposes but 
caused problems at lower levels.  As a PI in these times, one needs to exercise tight control over 
expenditures; are there faculty involved in the ESUP process who have responsibility for managing 
budgets?  Mr. Hill noted the leadership of Dean Elde and said there are faculty members involved at 
every level, and they are also reaching out to faculty members.  Professor Luepker said that they do need 
to reach out and they need to involve front-line researchers. 
 
 Professor Durfee asked if Professor Rudney and her colleagues on the other campuses are being 
involved; they are, Mr. Hill said.  Professor Rudney said she knew there have been opportunities; are the 
key people on each campus involved?  They are, Mr. Hill said. 
 
 What is of critical importance is that outreach be more aggressive than it was with EFS, Professor 
Cohen asserted.  EFS did not go far enough out, but it sounds like this is a more sophisticated approach, 
and there is a fundamental difference in the ESUP in that it is being managed by someone from the 
information-technology end of the University who is able to draw on information-technology resources to 
reach out to the rest of the University.  He said he believed this approach would work better. 
 
 Professor Cohen noted Mr. Hill's promise that they would not turn on the system until it (or at 
least the vast majority of it) is working.  His experience with EFS was that it was turned on when large 
parts of it still did not work—and they knew it didn't work.  Is Mr. Hill taking a pledge that they will not 
turn on the upgraded systems with large parts not working?  He is, Mr. Hill said; they do not want to do 
that.  In the case of EFS, the perception was that the project team listened to users at the beginning and 
then built it and turned it on.  With the ESUP they are using an iterative process and will not turn on the 
systems if they do not work. 
 
 Professor Durfee commented in the projected costs of the system, there was nothing for training.  
Mr. Hill said that there is; their partner CedarCrestone will bring resources and there will also be online 
tutorials.  Professor Durfee asked if the cost includes a helpline that one can call.  Mr. Hill said they do 
not plan to add personnel for helplines because they already have them, but if there turns out to be a need, 
they will add helplines.  He pointed out that there is a robust roll-out plan, which will take about a year 
and which will include any cleaning up that needs to be done as well ensuring that people can use the 
systems. 
 
 Of the $84 million for the ESUP, $73 million is projected cost and about $11 million is for 
contingencies, Mr. Hill reported.  This is a very large project and it includes training people in 
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departments, a year's worth of work after "go live" to ensure the system is working and to roll out 
additional modules that will be added, and the portal (which will not be completely built out 
immediately).  Mr. Kallsen noted that the process needed a year when the first PeopleSoft systems were 
installed, and in this case at least the change is from PeopleSoft to PeopleSoft rather than paper to 
computer—this will not be quite as big a leap as the first change.   
 
 Professor Zaheer asked about the staffing implications of the ESUP; will there be a permanent 
increase in the number of staff?  Mr. Hill said he was not sure.  There will not need to be as many staff in 
information technology working on the new systems once the upgrades are in place because they will be 
easier to maintain, but the analyses will be done by each business process (student, human resources, 
financial).  It is probably too early to tell. 
 
 Professor Durfee thanked Mr. Hill for joining the meeting.  Mr. Hill suggested that Committee 
members visit the ESUP website, upgrade@umn.edu and invited people to email him at any time; he is 
available to discuss the upgrades and is looking for faculty participation. 
 
2. Spans and Layers Report 
 
 Professor Durfee now welcomed Ms. Lamb to the meeting to discuss the Spans and Layers 
analysis.  Committee members were provided a copy of the University's report, which included the 
legislative request for an analysis, the report, institutional analytics, operational excellence, and summary 
and next steps. 
 
 Ms. Lamb said the report outlines the preliminary work to date and also addresses the 
benchmarking efforts as well.  She emphasized that the spans-and-layers analysis is only one diagnostic 
tool to help identify ways to better manage the University, decrease administrative costs, and achieve 
President Kaler's goal of moving more money in to the teaching, research, and outreach missions. 
 
 One big problem is the data, Ms. Lamb related; the University's data are not always robust and 
they must be made better.  So a report was prepared fairly quickly for the legislature, and some data 
clean-up got done, and then they worked with Sibson Consulting to develop a tool through which to run 
the data, which is the spans and layers analysis. 
 
 The analysis focused on four administrative areas:  human resources, finance, procurement, and 
information technology—which is really three areas because procurement is part of finance.  Those were 
the areas of focus because they were the ones the legislature asked about, Ms. Lamb said.  She reiterated 
the point, which both President Kaler and those working on the analysis have made clear, that the spans 
and layers analysis is not the only tool that is being used and that the information provided by the analysis 
does not itself lead to changes at the University.  There is a need for context and consideration of what 
people are doing, and even within the data there are good reasons for doing what is being done.  Ms. 
Lamb observed that no one reports to Ms. Fleck, the Director of Debt Management [who had joined the 
meeting at this point], but she is a high-level director responsible for enormously important matters for 
the University.  There are always contextual reasons that surround a spans-and-layers analysis and there 
are no absolutes.  Both the president and the professionals in Human Resources are being appropriately 
cautious about the use of the analysis. 
 
 What comes next, Professor Cohen asked.  University Services?  All administrative services 
across the campus as well as the deans' offices will be analyzed, Ms. Lamb said.  They are not looking at 
the faculty and research activities generally.  The reason they did not include University Services in the 
first round was a matter of time and money, and the specific request from the legislators.  University 
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Services will be analyzed from a spans and layers perspective along with all other units.  From a 
benchmarking perspective, that work overall is only limited to Finance, OHR, OIT and Procurement.  
University Services, may, however, do this on their own if they choose using their own industry 
benchmarking resources.  The challenge is that "University Services" at other Big Ten schools does not 
look at all like University Services at Minnesota—the institutions all organize activities quite differently. 
 
 Professor Durfee noted that the University has contracted with Huron Consulting for $495,000 
and with Sibson Consulting for $48,000.  The libraries, by comparison, conducted their own analysis.  
Why does the University need to spend over $500,000 on consultants?  Will the work of the consultants 
save the University money? 
 
 Ms. Lamb explained that one of the major consulting companies that does spans and layers work, 
Bain, charges $550,000 per month and the work usually takes 9-12 months.  A number of institutions 
have used Bain.  They decided that because spans and layers are only one part of the analysis, they would 
do this in a more cost efficient manner.  She said she believes the University was wise not to spend 
$550,000 per month.  In terms of the benchmarking analysis, the money being paid to Huron is a fair 
price for the benchmarking work they do; it is detailed and in-depth and the broader analysis they also 
provide, including peer information, is worth it.  (They have a database which includes some of the 
University's peers—which they are not going to give away for free.)  The Huron analysis will provide a 
detailed report on central and collegiate administrative expenses and whether there is a more efficient way 
for the University to do business compared to its peers (both in higher education and in the private 
sector).  This work will involve a significant number of interviews to help provide more context to the 
data. 
 
 Professor Luepker said that when he read the report, he was struck by the "span" issue.  In the 
civil service system, to give someone a raise, it is sometimes necessary to make them a supervisor, and to 
get them even more money, one has to switch them to a P&A appointment even if they are not an 
administrator.  There is a problem with the inflexibility of the structure.  Ms. Lamb concurred and said 
that is one of the reasons why the job family work is being done, in order to modernize the system and 
make it reflect the needs of units and the current workforce.  She added that the changes also need to 
recognize that someone (e.g., Ms. Fleck) can make a major contribution to the University without 
supervising other employees.  The changes will also help the University get away from the IPEDS 
problem (the misleading data that the Wall Street Journal relied on). 
 
 Professor Zaheer pointed out that the span of control concept originated with Fayol in 1918, so it 
has been around a long time. The idea that one can only supervise a few people is not very relevant in a 
world with information technology.  He said he was concerned that any action would be taken on the 
basis of an idea that is 100 years old and noted charts on one page of the report that suggest the 
opportunity for improvement and efficiency—but using the same report, other entries would similarly 
suggest more layers, which would only add to bureaucratic costs.  Ms. Lamb repeated that the spans and 
layers analysis is only one piece of the puzzle and noted that they were specifically asked to assess spans 
and layers by the legislature. 
 
 Apropos of the job family study, Dr. Fitch asked if there are plans to make it happen on a more 
reliable schedule.  It is anxiety-producing to have it up in the air.  Ms. Lamb said that they have a Request 
for Proposals out for an organization to help; they cannot do it alone and complete it in a timely fashion, 
and they will not need the staff who do the analysis on a permanent basis, so it is better to hire it for the 
project.  The information technology job family study has taken longer because they are dealing with 
questions about employees who face change in their jobs—and they want to make decisions consistently 
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across job families and not treat people differently.  They will get a consultant to finish up the study as 
soon as possible. 
 
 Professor Hupp said that her concern is that the spans and layers analysis has too much face 
validity and she appreciates the president's and Ms. Lamb's efforts to place the study in context and to 
emphasize that it is one metric that must be placed in context.  Ms. Lamb agreed that it is not a panacea 
for reducing administrative costs. 
 
 Professor Cohen asked if data will be obtained for the rest of the University without spending $6-
10 million.  University Services, for example, includes various administrative units and one does not 
know what would be found if there were a detailed study.  Things can accumulate over decades and it 
might be possible to achieve efficiencies with a deep look. 
 
 Professor Durfee asked what budget the cost of the consultants would be coming from.  Vice 
President Pfutzenreuter said that the University set aside $1 million for operational excellence when 
President Kaler arrived, and the funds will come from that source, not any existing unit budgets. 
 
 Professor Durfee thanked Ms. Lamb for joining the meeting. 
 
3. Annual Debt Management Report 
 
 Professor Durfee welcomed Ms. Fleck to the meeting to provide the annual debt management 
report. 
 
 Ms. Fleck began by noting that the debt management report is required annually by the Board of 
Regents policy on debt transactions.  She reviewed the amortization schedule for the University's current 
outstanding debt as of June 30, 2012 - $913.5 million in University-supported debt, $306.9 million in 
state-supported bonds (Biomedical Discovery District and TCF Bank Stadium), and $52.6 million for the 
Gateway Corporation.  Most bonds are issued for 20-25 years and most at a fixed rate.  She noted that the 
total weighted average interest rate of University debt is 3.65%, up slightly from the 3.63% as of the 
previous fiscal year-end. 
  
 Professor Durfee asked if the 3.65% is generally what universities pay and if she is happy with 
that rate.  Ms. Fleck said she could not compare the rate with that paid by other institutions because much 
depends on timing of the issuance and the nature of the debt issued.  Vice President Pfutzenreuter said 
one could ask how the University rate compares with the state's rate, but even that is not easy because you 
need to understand how the debt is structured, i.e., where they are on the yield curve and how fast they are 
paying off the debt.  There are too many variables to allow comparisons. 
 
 Professor Zaheer said that interest rates overall are going down, which suggests that the 
University's overall rate should go down, but it increased slightly over last year.  Ms. Fleck said to get a 
complete answer to the question would require a review of the mix of the debt at both year-ends and 
compare the interest rates on the individual series that make up the balances.  Are there opportunities to 
refinance debt, Professor Zaheer asked?  Ms. Fleck said they refinanced three outstanding series in 
February 2011 and are always watching for opportunities to do so. 
 
 Ms. Fleck reviewed the determinants of credit rating and debt capacity and observed that they are 
not reliant solely on financial statement numbers; other pieces include student demand, state support, and 
management analysis.  The University maintained its AA and Aa1 ratings (Standard and Poor's and 
Moody's, respectively) with its recent bond issuance.  Professor Durfee asked if any Big Ten or peer 
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institution is not in that category.  Almost all are AA-category, Ms. Fleck said, but Michigan is AAA.  
The University could strive to get into the AAA category, but the higher rating has little effect on current 
rates.  Standard and Poor's mentioned they considered a move up in the rating for the University, but 
indicated that the University would need a greater increase in unrestricted net assets consistently each 
year. 
 
 Ms. Fleck next compared the University results to the Moody's median for the previous five years 
on three key credit ratios and noted the University is generally in the higher end of the ranges.  After 
noting some comparisons with peer institutions, Ms. Fleck provided copies of the rating reports from 
Standard and Poor's and Moody's for the February 2013 issuance of bonds. 
 

Professor Zaheer asked if the University automatically receives a high rating or if it has to apply 
for it.  Mr. Pfutzenreuter said that if the University felt it had a good reason, it could argue for a higher 
rating, but there is no application process.  Moody's recently issued a "negative outlook" for the higher 
education sector so the University was pleased to receive the "stable outlook" on its recent rating.  
 
 Professor Durfee asked if the interest rates are looking acceptable with big initiatives such as the 
Ambulatory Care Clinic and the power plant project coming up.  They are good right now, Ms. Fleck 
said, but it is difficult to tell where they will be in 2014.  Did the University time those projects right, 
Professor Durfee asked?  Mr. Pfutzenreuter said he worries a little that the answer may be "no."  The goal 
is to issue the clinic debt this fall or next, but the power plant project has a long lead time and the 
University is a few years away from actually issuing debt for it.  Ms. Fleck reported that the rating 
agencies decided not to include either future project in determining the impact on the University's most 
recent rating review because there were too many unknowns about them. 
 
 Professor Durfee thanked Ms. Fleck for her report. 
 
4. Bank Card Contract with TCF 
 
 Professor Durfee asked Vice President Pfutzenreuter to review for the Committee the University's 
contract with TCF Bank concerning the U Card, given the recent news that TCF had closed the accounts 
of some Iranian students because they had funds coming from unknown sources.  A number of faculty 
members stood up for the students and also closed their accounts.  He said he asked Mr. Pfutzenreuter to 
explain the special relationship TCF Bank has with the University. 
 
 Mr. Pfutzenreuter said the relationship with TCF goes back to 1995, when the U Card began 
carrying the TCF logo and could be used as a bank card and for building access and so on.  The contract 
was extended to 2023 in the naming agreement for the TCF Bank stadium; there is an optional six-year 
extension to 2029, coterminous with the end of the naming rights. 
 
 Professor Cohen asked when the last time there was competitive bidding for the U Card.  Mr. 
Pfutzenreuter said it was probably 1995 and the arrangement will probably last through 2029.  The 
University receives about $1 million per year, depending on the number of University account holders 
TCF has; those funds are allocated by the provost to various student programs on campus. 
 
 They occasionally receive inquiries about the relationship with TCF, Mr. Pfutzenreuter said.  
There was nothing unique about TCF closing the student accounts; TCF learned from the federal 
government that it would impose penalties on the bank if it had funds from a foreign country and could 
not verify where they were coming from.  TCF could not identify the source of fund, which led it to say 
that there was too big a risk and the likely penalties were too big.  The University's General Counsel 
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talked with the TCF General Counsel, and the latter felt that they had to make that decision.  As far as he 
knows, Mr. Pfutzenreuter said, the student accounts have not been reinstated. 
 
 As for the other news recently, raising questions about banking practices and student cards, there 
has been misinformation in the press, Mr. Pfutzenreuter said.  The problems that exist elsewhere do not 
arise with TCF and University students. 
 
 Professor Luepker said that for $1 million per year TCF gets advertising to every student who 
comes on campus.  If TCF gets them young, there is a good chance the students will be customers for a 
lifetime, so TCF is not doing this out of the goodness of its heart.  Mr. Pfutzenreuter agreed, and the U 
Card office receives a report from TCF on the number of TCF account holders; there is substantial value 
to the agreement for TCF.  Professor Luepker asked if TCF gives the University as good a deal as other 
banks might.  Mr. Pfutzenreuter said the U Card office meets annually with TCF, goes over the market, 
and reviews whether TCF is giving something better for accounts than what other banks are doing.  They 
believe the TCF deal is better, it is made clear to students that they do not need to sign up for a TCF 
account, and TCF is not allowed to engage in aggressive marketing.  The University also insists TCF be 
clear on its overdraft policy.  The U Card office observes the meetings with students and they do explain 
their policies.  They believe the product is good when benchmarked against other banks, but the 
University should go into the market in 2023 when the current agreement expires.  Mr. Pfutzenreuter said, 
in response to a query from Professor Zaheer, that the University has benchmarked its U Card contract 
with peer institutions and found that the University's deal was as good or better than the one other 
universities had. 
 
 Professor Luepker asked if TCF will receive an unexpected marketing windfall when the Vikings 
play in the stadium—would the University be paid for it or will the TCF signs be blanked out for Vikings 
games?  They have discussed that with TCF, Mr. Pfutzenreuter said, and there is concern about other 
advertising in the stadium.   
 
 Professor Cohen asked if the administration will talk to the Faculty Consultative Committee or 
other senate committees about the impact and repercussions of professional football games on Monday 
night and Sunday afternoons and the potential conflict with University events.  Mr. Pfutzenreuter said 
those issues are part of the negotiations with the Vikings; he suggested the Committee talk with Vice 
President Wheelock and General Counsel Rotenberg about the discussions. 
 
 Professor Durfee thanked Mr. Pfutzenreuter for the report and adjourned the meeting at 4:00. 
 
      -- Gary Engstrand 
 
University of Minnesota 


