
Minutes* 
 

Senate Committee on Finance and Planning 
Tuesday,  1999 

3:15 – 5:00 
Room 238 Morrill Hall 

 
 
Present: Stephen Gudeman (chair), Jean Bauer, Charles Campbell, Catherine French, Cynthia 

Gillett, Gerald Klement, Eric Kruse, J. P. Maier, Richard Pfutzenreuter, Jane Phillips, 
Terry Roe, Charles Speaks, Susan Carlson Weinberg 

 
Regrets: Wendell Johnson, Peter Robinson, J. Peter Zetterberg 
 
Absent: Terrence O’Connor 
 
Guests: Bob Baker (Parking and Transportation Services) 
 
[In these minutes:  parking rates and the parking capital plan; payday for 9-month faculty in the fall; the 
capital budget; the operating budget] 
 
 
1. Parking Rates and Capital Plan 
 
 Professor Gudeman convened the meeting at 3:15 and welcomed Mr. Baker to the meeting to 
discuss parking rates and parking capital plans.   
 
 Mr. Baker distributed a handout of several pages.  The first recapped the basic financial principles 
governing parking:  it is self-supporting, with no legislative funds; all costs are spread over the entire 
system; if central funding is used to subsidize parking, less money will be available for academic 
purposes; the system will require additional revenues to balance the budget as low-cost lots are replaced 
with higher-cost structures; parking revenues are used to support transit and other transportation 
alternatives, and parking rates are based on the facility type and cost, with lots least expensive and 
garages most expensive. 
 
 Mr. Baker then reviewed the availability of parking spaces on the Twin Cities campus.  Total 
spaces 12/97 totalled 20, 961; total spaces in March, 1999, were 17,744, and expected spaces in 2002 total 
21,444.  Asked to what extent the number of spaces met the need, Mr. Baker deemed it an interesting 
question.  About 75,000 - 80,000 people come to campus daily; of those, about 50% arrive in a single-
occupancy vehicle.  Not all come at the same time; parking spaces turn over 2.5 times per day.  The 
spaces on the East Bank were probably sufficient before so many were lost to construction.  The West 
Bank situation is acceptable, as is St. Paul as long as the Fairgrounds parking remains available (if one 
considers a 7/8 mile walk to the campus to be acceptable).  If the demographics of the campus change 
(e.g., enrollment increases), then there could be problems.  Mr. Baker noted that students might be on 
campus longer when the University is on semesters, but guessed that students, even if they are taking an 
additional class per term, might try to bunch them together in order to have time to work. 

                                                 
* These minutes reflect discussion and debate at a meeting of a committee of the University of Minnesota 

Senate or Twin Cities Campus Assembly; none of the comments, conclusions, or actions reported in these minutes 
represent the views of, nor are they binding on, the Senate or Assembly, the Administration, or the Board of 
Regents. 



Senate Committee on Finance and Planning 
April 27, 1999 
 
 

2

 
 As of fiscal year 1998-99, Parking has $2.1 million in recurring funds available for debt service 
and other needs.  In the meantime, capital plans have changed; initial proposals for 2900 parking spaces at 
a cost of $60.1 million have escalated to plans for 3700 spaces at a cost of $85.9 million--or a $25.8 
million increase.  Beginning with fiscal year 1999-2000, and through 2001-2002, costs are projected to 
outstrip revenues if revenues remain stable.  Among the increases in the budget are support for transit (up 
$300,000 per year) and annual debt service (which increases from $1.7 million per year to $7.4 million 
per year, when principal AND interest payments begin).  In addition, there are one-time needs (pedestrian 
connections, land purchases, etc.) and a program of free night and Sunday parking (which means a loss of 
about $100,000 in revenue). 
 
 One graph Mr. Baker presented showed monthly parking costs compared to bus fares.  It 
suggested that contract parking is significantly under-priced.   
 
 The proposed parking rates for 1999-2000 and 2000-2001 are increased, except for daily public 
and carpool lots.  Contract rates increase by about 15% next year and another 12% the following year.  
There are a number of parking changes that affect students, to their benefit, including an overall student 
rate increase of 5%.   
 
 Mr. Baker agreed that the increase in contract rates for ramps and garages was not proportionate 
to the cost of maintaining the facilities.  But there has to be a formula that people accept, he said, and 
historically there has been a strong preference for across-the-board increases, rather than increases 
targeted at ramps and garages.  It also appears, it was said, that the increased rates would subsidize transit 
cost increases. 
 
 One Committee member inquired if there would be any logic to raising garage rates high to cover 
costs, and giving garage contract parkers the option to move to a ramp or lot, and thus make the system 
more like the market.  Another Committee member recalled that the Subcommittee on Twin Cities 
Facilities and Support Services had recommended raising those rates as well, but the problem is that there 
are so few garage parkers (about 600) that raising the rates does not produce much revenue.  Mr. Baker 
agreed with the observation, although pointed out that the number of garage parkers will increase 
substantially when the East River Road ramp is re-opened as a garage. 
 
 One Committee member pointed out that if one does not take the hard-nosed economic route of 
dramatically increasing garage rates, because doing so does not produce enough income, then modest 
increases in ramp rates will have the same negligible effect.  Mr. Baker drew the attention of Committee 
members to the last page of the handout, which explained the option of having parking deducted from 
one's pay as a pre-tax expense, which can lead to substantial tax benefits, depending on one's tax bracket.  
With the tax savings, at the 29% tax bracket, the net annual cost of parking next year will be less than the 
current year rates, even after the rate increase. 
 
 One Committee member suggested raising parking rates even further, to balance the tax gain, and 
to use the additional income to cover costs.  Mr. Baker said that Parking is not making a link between the 
rate increases and the tax benefit.  There is an $86 million capital plan, and rate increases have been set to 
meet that plan. 
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 Mr. Baker thanked the Committee for its time, and asked that any comments be provided to him 
by May 6. 
 
2. A Payroll Matter 
 
 Professor Gudeman reported that he had learned that the first day faculty on B (9-month) 
appointments are expected back on campus at the end of the summer is August 30, and that their first pay 
check will be received on September 22. 
 
3. The Capital Budgets 
 
 Professor Gudeman next welcomed Messrs. Kruse and Pfutzenreuter to the table to present 
information to the Committee on the annual and capital budgets. 
 
 Mr. Pfutzenreuter began by reviewing the schedule of the capital plan and the themes that were 
woven into them.  There were $811 million in authorized capital projects in March, 1999, with an 
additional $50 million added in April.  Of that total, the state funds 51% of the cost, the University pays 
30% (debt service), departments contribute 9%, and 5% each comes from gifts and auxiliary units.  He 
affirmed, in response to a question, that departments are putting up approximately $70 million, in funds 
they may have saved for laboratory or office improvements, for example. 
 
 The history of the University's bonded indebtedness was next discussed, and it was noted that 
projected general obligation debt would increase significantly beginning this year.  When the University 
devised its four-year plan, it told Moody's what it wanted to do; the University's ratings were improved, 
and when it issued $200 million in bonds, it obtained a very good interest rate (4.16%). 
 
 It is great that the University obtained a low interest rate, but Moody's only looks at whether the 
University can sustain the proposed debt, one Committee member observed.  Interest and principal 
payments have to come from somewhere, however, and the trade-off in the annual budget is a concern.  
Where are decisions made about this?  The President, Board of Regents, deans, and faculty all wanted 
these capital projects, Mr. Pfutzenreuter pointed out.  What are the constraints the institution imposes on 
ITSELF, asked the Committee member?  The only constraint, it was said, is expected future revenues.  
Mr. Pfutzenreuter said there is no magic formula; one constraint is the market for University housing and 
parking.  The physical infrastructure has been neglected for a long time, and dealing with it comes at the 
expense of other activities. 
 
 Another Committee member suggested that these costs will result in a reduced ability to attract 
good faculty and students.  Mr. Pfutzenreuter did not disagree, but related that deans have said that 
decrepit lab facilities also make the University uncompetitive.   
 
 Asked if there were any generally accepted standards about the percentage of revenues that 
should go to capital costs, Mr. Pfutzenreuter said that Moody's has standards, and that he would ask Ms. 
Stephens to bring indicators vis-à-vis the balance sheet to the Committee.   Having this information for 
the Big Ten would be useful, a Committee member observed, but the balance sheet may not be as 
important as the proportion of the annual budget committed to debt service. 
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 The first question that needs to be asked of proposals that come to the Committee from the 
Capital Improvements Advisory Committee, it was said, is "how does this support the academic 
program?"  
 
 One sees on the tables a significant increase in debt load in the future, observed one Committee 
member; will it be necessary to cut programs to pay that debt?  Some of the debt service is in Parking, or 
part of Coffman Union, or housing, Mr. Pfutzenreuter pointed out, and the portion that does not generate 
revenue is small.  The legislature funds academic facilities, and the University may choose to fund its 
own as well. 
 
 What compounds the problem, said another Committee member, is the operating costs of these 
new buildings, and the need to direct part of the budget to that purpose.  But what is going on in those 
buildings, Mr. Pfutzenreuter inquired?  Academic programs.  It is true that the building costs are not 
salaries, but they do mean better facilities. 
 
 There is a disconnect in operation, observed one Committee member:  departments want new 
facilities, but never realize that they will have fewer faculty as a result.  Mr. Pfutzenreuter agreed that 
many see buildings as a free good--and it is for that reason that the legislature imposed the one-third debt 
service cost on the institutions.  The requirement, he added, appears to have had no impact.   
 
 Mr. Pfutzenreuter next reviewed the financial planning for the capital budget.  The University 
developed a 4-year capital plan, through the 2000 capital request, which includes $330 million in 
University-issued debt.  $278 of that $330 million is already committed to projects.  Now there is a need 
to develop another 4-year plan, for the 2002 and 2004 capital requests; what constraints does the 
University wish to impose upon itself?  Additional debt capacity is limited; there is no precise limit, but a 
reasonable estimate is $30-50 million.  Future state requests will include a University obligation for one-
third of the debt service.  Current capital plans significantly exceed resources, and expectations need to be 
controlled; projects identified total nearly $850 million, and it is not clear what the priorities are or what 
the constraints should be.  None of the projects have been identified with a particular year, because they 
tend to acquire a life of their own when that is done. 
 
 The capital request in 2002 and 2004, given the constraints that exist, should probably total about 
$135 million.  This includes a state appropriation of $98 million each year, University debt of $20 
million, and fund-raising of $17 million.  The $850 million on the list of projects cannot be 
accommodated unless the University is willing to let its debt rating go down or it identifies a new source 
of revenues.  The state appropriation is assumed to include $25 million for asset health and life safety 
improvements, for which the University does not have to pay 1/3 of the debt. 
  
 The Committee then reviewed the list of $330 million in projects.  There was some concern 
expressed about public and traffic improvements around a renovated Coffman Union, and a fear that the 
cost of these projects--which do not have an identified source of funding--might ultimately be passed on 
to students. 
 
 The Committee also reviewed a recommended capital request for 2000, which totalled $193 
million, and the list of proposals for inclusion in the 2002 to 2006 capital requests.  The latter list, 
totalling nearly $850 million, must have priorities attached to it.  Who decides the priorities, asked one 
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Committee member?  The academic leadership, Mr. Pfutzenreuter replied, which must include the 
faculty. 
 
 Professor Speaks, who serves as the sole faculty member on the Capital Improvements Advisory 
Committee, said that to help ensure more of a merging between academic priorities and buildings, there 
should be more than one faculty member on CIAC.  One person cannot represent the entire faculty.   
 
4. The Operating Budget 
 
[Note:  essentially the same material (and handouts) were discussed extensively at the April 22 meeting of 
the Faculty Consultative Committee, and reported in its minutes; reported here are additional or different 
points made.] 
 
-- Of the three categories of costs (general common goods, redistributive academic goods, and core 
administrative services), Mr. Pfutzenreuter was asked what the original expectations were about how 
some of them would be paid (e.g., Internet2).  He said he had no idea; some of them appeared in 
compacts, but without any indication of funding source.  He also said, in response to a question, that they 
were not a "done deal" and that all decisions about funding items (except for such things as utilities and 
debt service) would be made by Drs. Bruininks, Cerra, and Yudof.   
 
-- One Committee member expressed dismay that there were very large obligations that had been 
incurred outside the normal policy-making process, and expressed the hope that this would not be a 
regular occurrence.  Another Committee member observed, however, that in previous years none of this 
information and data were available, and that informing the Committee was a big improvement.  The 
information does, however, raise questions.  Many of the items on these pages would be lauded, it was 
said, when one does not know the price.  At the same time, it is difficult for the Committee to encourage 
support for items when it did not know the price. 
 
-- The ability of the central administration to pay for common goods is limited unless it takes a 
sizeable piece of the state funds, Mr. Pfutzenreuter told the Committee.  The costs of technology and 
facilities are rising; how can the institution stem its appetite for them?  To do so is necessary if the 
pressure on central budgets is to decrease.  One could take the position that if a unit wants a new facility, 
it must pay part of the debt service.  Under IMG, revenues are distributed but costs have not been 
decentralized, so funds must be taxed back.  It may be appropriate to look at modifications of IMG this 
summer, in order to have a better understanding of the costs that accrue.  It is also necessary to understand 
that investment in an academic program has a lot of other ripples in terms of buildings, maintenance, and 
so on.  There is a disconnect between this ripple effect and academic program investment. 
 
 Professor Gudeman thanked Mr. Pfutzenreuter for his clear presentation, and adjourned the 
meeting at 5:00. 
 
      -- Gary Engstrand 
 
University of Minnesota 


