
Minutes• 
 

Senate Committee on Finance and Planning 
Tuesday, June 13, 2000 

3:15 – 5:00 
Room 238 Morrill Hall 

 
 
Present: Stephen Gudeman (chair), Jean Bauer, Charles Campbell, Dan Feeney, Michael Korth, 

Richard Pfutzenreuter, Terry Roe, Charles Speaks, Susan Carlson Weinberg 
 
Regrets: Catherine French, Cynthia Gillett, Wendell Johnson, Rose Samuel 
  
Absent: Eric Kruse, Terrence O'Connor, J. Peter Zetterberg 
 
Guests: Bob Baker (Parking and Transportation Services) 
 
[In these minutes:  parking capital and rate plans; depreciation of buildings] 
 
 
1. 2000-02 Parking Capital Needs and Rate Plan 
 
 Professor Gudeman convened the meeting at 3:15 and welcomed Mr. Baker to present the capital 
and budget plans for Parking for 2001-02. 
 
 Mr. Baker distributed a handout consisting of a number of slides of tables and text and noted that 
he had earlier distributed it to various groups on campus, including the Civil Service Committee, student 
leaders, the labor-management committees, and had offered to meet with any of the groups.  He received 
no response. 
 
 Mr. Baker then pointed out the basic financial principles by which Parking operates (it is self-
supporting with no legislative funding, all costs are spread against the entire system, if central funding is 
used to subsidize parking then less money will be available for academic purposes, as low-cost lots are 
replaced with higher-cost ramps and garages it will take higher rates to keep the system solvent, parking 
revenues are used to support transit and other transportation alternatives, and parking rates are based on 
facility type with lot spaces least expensive and garage spaces more expensive).  Mr. Baker said it is 
critical to note the point about the link between rates and replacement of lots with more expensive 
facilities:  garages cost about $25,000 per space to build, ramps cost about $12,000 per space, and surface 
lots cost about $2,000.  As there are more garages and ramps and fewer surface lots, rates must increase 
substantially. 
 
 Ramps last at least 30 years, Mr. Baker said in response to a question.  With the new technology 
being used, they may last longer.  Concrete is porous and absorbs water; when that water has salt, the salt 
reaches the steel and rusts it, and the ramps deteriorate.  New technology is designed to keep the water 
away from the steel. 

                                                 
• 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.  
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 Who decides that a lot will be replaced with a ramp, asked one Committee member?  That is a 
long process that involves Campus Master Planning, college building plans and academic priorities, and 
the central officers, Mr. Baker explained.  Since the Twin Cities campus is land-locked, the typical target 
for the site for a new building is a parking lot. 
 
 Mr. Baker then reviewed briefly the budget and expenditures for 1999-2000.  The operating 
margin for parking services is expected to be $4.9 million; from that $3.5 million is spent on transit 
operating expenses, leaving about $1.4 million for debt service and capital improvements. 
 
 For 2000-01 the financial situation will be satisfactory, Mr. Baker said.  Projected income and 
expense suggest there will be a surplus of about $1.2 million at the end of the year, including debt service.  
Debt service for 2000-01 will only be on the interest charges, however; debt service on the cost of new 
facilities (East River Road ramp, new University Avenue ramp) will begin in 2001-02.  The projected 
deficit for 2001-02 is $4.95 million, in part because debt service will increase from $1.2 million in 00-01 
to $7 million in 01-02.  If the budget were to be balanced by rate increases, the rates would have to go up 
by 30% in 2001-02.  Mr. Baker assured the Committee he was not seeking 30% rate increases today; he 
said he does not have enough information to make recommendations about rates in 2001-02.  He also later 
affirmed that no decision has been made about how the costs will be paid. 
 
 When the legislature is not warm to faculty salary increases, is it made aware of cost increases 
such as this for faculty, asked one Committee member?  It is not and does not care, Mr. Pfutzenreuter 
responded.  Legislators would say that the University decided to build the parking facilities. 
 
 Parking is paying no debt service this year, Mr. Baker reported.  The major debt costs are 
incurred beginning in 2001-02, and when rates reach a level that will permit Parking to handle the debt 
service the budget will be in good shape for the future.  One positive step has been obtaining a federal 
grant for the UPass and Metro Pass programs; parking is very costly. 
 
 One Committee member recalled seeing amortized costs for garages and garage revenues; what is 
the break-even point for rates?  It was also pointed out that if the facilities were operated in the market, 
preferred locations would have higher charges; as it is now, other subsidize those more preferred 
locations.  That happens when costs are spread across the system, Mr. Pfutzenreuter pointed out; it would 
be possible to differentiate rates on the basis of quality and location of space.  In the market, it was said, 
prices are set to ration space; if a facility is always full, the price is too low. 
 
 The legislature does not care about this issue because the University created the problem, and 
there needs to be more use of mass transit, said one Committee member, but as long as the University 
builds parking facilities "they will come."  There may be a need for more faculty and staff participation in 
the decisions so that this situation is avoided in the future.  Mr. Baker repeated, however, that in an urban 
setting, the only place to put new buildings is on open lots, so the lots must be replaced with parking 
structures. 
 
 How many spaces are there on the Twin Cities campus, inquired one Committee member?  About 
19,000, and there will be about 22,000 when planned building projects are completed.  There were about 
14,000 spaces in 1990 when he arrived on campus, Mr. Baker commented.  There has not been a big 
change in the population of faculty/staff/student users of parking, he said; the growth of demand has come 
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in evening students, visitors to campus, and special events.  During the regular academic day about 
75,000 - 80,000 people come to the Twin Cities campus; with events, that number can be 100,000 to 
120,000, depending on the nature of the events. 
 
 One Committee member noted that mention had been made of a market system.  What the 
University has now is a modified system, one that treats parking partly as a common good.  Much of the 
projected 2001-02 $4.95 million deficit in Parking could be erased if the projected transit costs of $3.7 
million were removed from Parking and carried elsewhere by the University.  Why should transit costs 
come from Parking?  Transit is truly a common good; Parking is an auxiliary service.  That is a choice 
that has been made about where to put O+M funds, Mr. Pfutzenreuter said, a trade-off in the institution 
between many needs. 
 
 The implicit message is that parkers should pay for transit, said one Committee member.  Another 
said that the University should provide a hospitable environment for faculty and staff:  self-supporting 
units should be funded by users but common goods, such as transit, should be paid from common funds.  
Yet another Committee member said that some great universities subsidize housing because of their 
location (e.g., in central cities); he expressed concern about employee costs spiraling up and being told 
they should take buses.  Buses are suited for employees with fixed schedules; for many faculty, they are 
impossible to use.  (This faculty member pointed out that he had taken the bus for 15 years and wished he 
still could.) 
 
 Moreover, it was said, the cost of replacing lost parking spots should not be the responsibility of 
Parking.  Faculty and students are seen as a cash cow in this respect.  The $7 million debt service cost is 
shocking and cannot be met by trying to get faculty and students to take buses, reducing their ability to 
manage their lives and jobs.   
 

One option would be, it was agreed, to remove the transit costs from Parking.  Another is to insist 
that the cost of a new building reflect the increased cost of parking facilities that arise because parking 
spaces are displaced.  Mr. Baker pointed out that there had been in place since 1991 a policy calling for 
payment of replacement costs when a new building displaces parking spaces.  When the legislature funds 
a building, however, it will not pay for parking, so the policy was never followed.   

 
And since the policy could not be applied to academic/administrative buildings, Mr. Pfutzenreuter 

commented, it was not applied to other buildings, either.  Why not, asked one Committee member?  Out 
of fairness, he replied; the University should make the policy decision up front.  The state will not provide 
money to replace parking; why should auxiliary units pay that cost if academic units do not?  Why, 
responded the Committee member, should academic staff and faculty underwrite the cost of a new athletic 
facility (i.e., when a new hockey/tennis facility takes a parking lot, parkers must pay higher rates to build 
the ramp to replace the lost spaces).  That, said one Committee member, is taxation without 
representation. 

 
The transfer from Parking funds to pay for transit began perhaps 15 years ago, Mr. Baker said in 

response to a question.  That was perhaps when Parking was making money, said another Committee 
member; it will not be making money now and the cost should be transferred back out of Parking.  It is 
illogical to put this $4 million cost on Parking.  And why, asked another, should faculty and staff parkers 
underwrite a free good for those who go between buildings on the campus?  (Mr. Baker affirmed, in 
response to a question, that faculty and staff are NOT underwriting the cost of parking for visitors and 
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special events parking; those rates are significantly higher.)  There are about 3 million riders on the transit 
system per year or about 20,000 per day, Mr. Baker reported when asked for numbers.  So if each rider 
paid $1.25, it was said, most of the cost would be covered.  Mr. Baker said his staff regularly reminds him 
that when Parking imposed a 10-cent charge for rides across the Washington Avenue bridge there was 
nearly a riot.  Perhaps, rejoined one Committee member, the faculty and staff have to have a near riot, 
because they raise the same concerns every year and nothing happens. 
 
 With respect to charging for transit, Mr. Baker pointed out that operating a transit system is no 
cheaper than operating a parking service; the vehicles and fuel and technology are all expensive.  Of the 
transit users, about 80% are students.  So, it was said, the faculty are subsidizing students; they are, Mr. 
Baker agreed, for the transit portion of his budget.  The more important point, said another, is that parkers 
are underwriting transit.  At the same time, Mr. Baker pointed out, students are paying two times more per 
day than faculty and staff. 
 
 If this proposal is to move forward, warned one Committee member, faculty and staff should 
know about it now rather than be blind-sided by it next year. 
 
 One Committee member said that if the cost of transit is going to be paid, the transit should be 
delivered.  He recalled that he has told his alma mater to take his name off their lists because of how 
badly he was treated as an undergraduate.  The same may happen with students here; he saw three buses 
go by, full of people, while he and students waited.  He asked the students if this happened frequently; 
they said it did. 
 
 Mr. Baker was asked about the proportion of income from lots versus contracts.  Students who 
pay to park in daily lots need a way to get around, it was pointed out.  Mr. Baker said that 60-65% of 
Parking income is not from contracts for faculty and staff; it may be that they are not paying their fare 
share, he pointed out. 
 
 Mr. Baker then reviewed briefly the changes in the Parking capital plan.  In summary, the $87 
million in projected cost (with the numbers for the East River Road garage very uncertain), there will be 
an additional 3325 parking spaces in addition to public and traffic improvements and skyways and 
tunnels.    

 
 Next Mr. Baker outlined the projected parking rates for next year.  Public revenues will increase 
about 8.2%, on average; contract revenues will increase about 12.5%.  For contracts, lots will go from $40 
to $44.75, ramps will go from $59.50 to $66.75, and garages will go from $80 to $89.50 (all figures per 
month).  One Committee member noted that the ramp rate will increase from about $60 to $67 to $87 in 
2001-02 if the 30% rate increase were levied.  The good news, Mr. Baker pointed out, is that since 
parking is now a pre-tax benefit, employees see a net savings 1998-99 to 2000-01 even with the rate 
increases. 
 
 With a graph showing monthly costs for various ways of getting to the University (U-Pass, Metro 
Pass, bus card, daily lot, contract lot/ramp/garage, Mr. Baker noted that students will pay $60.50 per 
month to be in a lot while faculty and staff pay $66.75 to park in a contract ramp.  For most faculty and 
staff, they get parking that is closer, covered, and guaranteed; students get parking that is remote, 
uncovered, and with no guarantee.  That comparison does not mean the ramp parking is a good deal, said 
one Committee member; the return is higher on the lots so the supply should be increased.  Mr. Baker 
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said he would increase it if he could; that is tough to do with a land-locked campus, Mr. Pfutzenreuter 
observed. 
 
 Asked how close Parking is to meeting demand for contract parking, Mr. Baker said there about 
5000 faculty and staff on the waiting list, although that number includes requests for different facilities by 
the same individuals.  The University, he noted, has said publicly that it will not try to meet 100% of 
demand for political, economic, and ecological reasons.  One Committee member said he disagreed with 
that policy.  Buses are as expensive as lots--at what price will demand be met?  To serve customers there 
should be more parking and lots should be converted to ramps--which could be done if transit costs were 
taken out of Parking. 
 
 One Committee member inquired about the federal grant.  Mr. Baker explained that the 
University has received a grant to deliver a two-year demonstration program in conjunction with MCTO.  
For faculty and staff there will be deeply discounted programs:  a $30-per-month (pre-tax) unlimited ride 
bus pass.  For students, for $50 per semester they will receive a U-Pass.  All students will pay a $5 
transportation fee.  This means it would cost students 31 cents per day if they commuted twice.  The 
Parking staff is meeting with MCTO and a consultant to look at population and route data and they expect 
to increase existing service as well as add new service.  They hope to see a 10% increase service to the 
University in the first year. 
 
 Mr. Baker said he hoped that these programs will have an effect on parking revenue.  He 
observed that while the department needs parking revenues to support capital projects, at the same time 
they are trying to entice people to take the bus and cut parking demand. 
 
 Professor Gudeman inquired about advertising in parking ramps.  Mr. Baker explained that 
Parking is engaged in a test program in four to five locations to advertise as a way to find new revenue; 
the proposal has gone through several committees.  This IS a test, he emphasized, and said he understood 
that some in the University community would be annoyed while others would find it acceptable.  He said 
he believed the terms of the agreement are such that the advertising would not be controversial or 
distasteful.  The parking business nationally is also considering other possibilities, such as advertising on 
the tickets that parking patrons receive when they enter a facility and devices attached to parking meters 
that advertise events.  He said he did not know how much revenue would be raised and is interested in 
customer reactions.   
 
 How much would this revenue reduce the need for a 30% rate increase, inquired one Committee 
member?  It would be a drop in the bucket, Mr. Baker said; he expects only about $10,000 the first year; it 
would be a small-scale start and done tastefully and slowly.  He said he did not expect advertising to 
generate a lot of income. 
 
 What are the Committee's views about parking, inquired Professor Gudeman?  What has been 
said, responded one, is that the transit system should be more self-supporting.  Where would the funds 
come from?  The only money at the disposal of central administration is the O+M funds, the State 
Specials, ICR funds, and the IRS tax.  If transit is on the list of programs to be funded, a decision would 
have to be made if the University could afford it and it would be weighed against other priorities. 
 
 It should become self-supporting, maintained one Committee member.  Another said that he 
would not mind paying a fee to ride the bus but that students, who may have a class in Blegen and St. 



Senate Committee on Finance and Planning 
June 13, 2000 
 
 

6

Paul should not be told they will be charged to get back and forth in addition to having to pay for parking.  
Transit should be subsidized; students should not be victimized by geography.  Another Committee 
member, however, said that if part of his University duty is to serve on this committee, and he had to take 
the bus to attend the meeting, it is the responsibility of the University to provide the bus service. 
 
 The Committee should request a strategy to move transit in the direction of being self-supporting.  
What plan would remove transit costs from parking?  Mr. Baker said it would be tough to come up with a 
plan by the July 12 meeting and pointed out that the President has made it very clear that the U-Pass and 
Metro Pass programs will not receive O+M funds.  That is why a $5 transportation fee has been adopted; 
that fee will rise to $7.50 in year two and to $10.00 thereafter, when the federal grant has expired.  That 
model already exists as a way to shift transit costs from parking, he said, although it does not apply to 
faculty and staff.   
  
 It was agreed that the Committee would try to find time later in the summer to meet with Mr. 
Baker to see what kind of proposal might be developed. 
 
 Professor Gudeman thanked Mr. Baker for his presentation. 
 
2. Building Depreciation 
 
 Professor Gudeman turned next to Mr. Pfutzenreuter to present a proposal on depreciating 
buildings. 
 
 Mr. Pfutzenreuter distributed copies of a set of slides and explained that the Financial 
Management Group, a staff group, has a number of projects under way; one of them is funded 
depreciation for buildings.  There is no clear University policy on depreciation; there have been practices 
with respect to auxiliary units but nothing with respect to academic/administrative buildings. 
 
 There is a backlog in maintenance that the University is trying to address.  In 20 or 30 years, he 
surmised, people will ask "who did not put money aside?" when buildings have aged again.  The need is 
to address the backlog in facility renewal as well as to build reserves for future renewal and replacement. 
 
 Mr. Pfutzenreuter drew the attention of the Committee to a table illustrating (1) how much money 
is set aside on each campus in 2000-01 and how much is actually needed (based on a "componentized" 
depreciation model, which takes into account the differing expected life of different parts of a building, 
such as windows, roofs, interior, plumbing, foundation, etc.).  The actual amount allocated is about 10% 
of the presumed need.  On the Twin Cities campus, $9.4 million has been allocated; the need has been 
identified at $97.3 million.  More than $9.4 million will be spent, when one takes into account the 
renovation of buildings that is occurring, so some of the backlog will be dealt with.  It would, however, be 
a major struggle to carve out of the budget the funds necessary to meet a true depreciation model, Mr. 
Pfutzenreuter concluded. 
 
 Mr. Pfutzenreuter then outlined a set of principles to guide the development of funded 
depreciation.  (1) There would be two approaches (in line with the Brenner committee report of a few 
years ago):  non-supported facilities and supported facilities.  The latter include academic and 
administrative buildings (e.g., Art Building, Plant Growth Facilities, Nicholson Hall); the former include 
things such as housing, athletic facilities, Northrop Garage and Plaza, etc.  (One Committee member 
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shook his head in abject resignation when it was said that the Northrop Plaza renovation is being charged 
to Parking--because the Plaza is the roof of Northrop Garage.)  (2) There is no way to overcome the 
backlog in one step; deferred maintenance costs have been as high as $1 billion.  The University needs to 
continue to make capital requests for facilities renewal fund; it will ask for more of those funds in the 
future and will do more renovation and less new construction.  (3)  The University does a pretty good job 
of assessing annual operating costs for a new facility but it does not factor in renewal and replacement 
funds; these costs need to be incorporated in cost analyses of future capital projects.   
 
 This does not mean the University would give up on the idea of legislative appropriations for 
building replacement, would it, asked one Committee member?  It would not, Mr. Pfutzenreuter 
explained.  The University has two kinds of buildings; (4) policies need to be flexible enough to respond 
to changing circumstances, such as realistic pricing of goods and services and the capacity of the 
University to redirect resources.  Parking rates cannot be increased to cover the cost of all parking 
facilities.   
 

One Committee member disagreed and said an auxiliary should be self-supporting and generate a 
small profit.  In the case of Parking, the surplus is being taken out for transit.  An auxiliary should be self-
supporting and pay for maintenance; otherwise the University is playing games with the money. 

 
Mr. Pfutzenreuter continued.  Principle (5) provides that projects currently in the "planning and 

feasibility" stage of the capital process should be subject to the requirement of identifying renewal and 
replacement costs.  (6) This would mean the costs would be factored in before the building moves 
forward to funding and construction, and would apply to all projects on line for 2002 and later.  Including 
an assessment of these costs would not increase the cost of the building for the legislature; it has refused 
to pay annual operating costs in the past.  These assessments, however, ought to influence decisions, he 
said. 

 
What if one did this same thing with faculty salaries, mused one Committee member:  require that 

they be maintained.  That is done implicitly with endowed chairs, pointed out another Committee 
member; only part of the money is taken so that the value of the endowment remains. 

 
Mr. Pfutzenreuter noted that a new six-year capital plan is due to the Board of Regents.  The 

Board approves the plan, due in the fall, and that sets the stage for the 2002 and 2004 capital requests.  
With new buildings, there would also be new debt.  He said he would like to have renewal and 
replacement costs included as part of the plan. 

 
Has any thought been given to how buildings are constructed, asked one Committee member?  

Mr. Pfutzenreuter suggested the Committee talk with Vice President Kruse on that topic.  That has been a 
long-term discussion at the University:  should it build for 20 years or for 50 years?  There have been 
arguments made that the University should only build for 20 years.  Professor Speaks recalled that when 
projects come before the Capital Improvements Advisory Committee there has never been any discussion 
of the projected life of the building. 
 
 Mr. Pfutzenreuter then reviewed the information that would be required for non-supported and for 
supported buildings.  This policy has provoked skepticism from some of the auxiliary units because they 
have in the past depreciated facilities and set funds aside--only to see some administrator take the money 
and use it for other purposes.  There is nothing that can be done to prevent that from happening--that is 
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the prerogative of the President and Board of Regents--but that does not mean the money should not be 
set aside and hurdles erected to make it difficult to use for other purposes.  His proposal is that the money 
be put in plant funds and released only by the President and Chief Financial Officer with the approval of 
the Board of Regents. 
 
 It is their view that academic/administrative buildings should be treated the same as non-
supported buildings in terms of requiring a financial analysis of renewal and replacement costs before 
they are approved by the President and Board of Regents.  There can be no requirement that funds be set 
aside, however; the data need to be incorporated into the annual building process and a decision made 
whether the institution can afford to set aside depreciation funds.  Those are the crucial buildings, one 
Committee member observed; some will have small amounts needed and some large amounts.  Having 
the data will help to understand the bottom line. 
 
 Mr. Pfutzenreuter said that if the University decrees the funds should be set aside they could be.  
Vice President Kruse, however, will respond that the backlog is large and how can one justify setting 
aside funds for the future while buildings crumble around us.  But if the funds are not set aside, said one 
Committee member, the problem cannot be addressed.  It would be possible, Mr. Pfutzenreuter said, to 
increase building renewal and renovation funds by the depreciation amount, knowing that one day they 
would begin to cycle through. 
 
 Mr. Pfutzenreuter provided some examples of depreciation costs for new buildings that will be 
constructed, using the "componentized" model.  In all cases, it was decided not to include the foundation 
and structure, which should remain usable if the rest of the building is maintained.  For Kiehl at UMC, the 
annual depreciation costs would be $182,000; for the Music Performance Lab at UMD they would be 
$171,000, and for the Art Building on the Twin Cities campus they would be $968,000.  The cost of 
depreciation for supported facilities in the existing six-year capital request would vary from $896,000 
annually for facilities in 2004 to $4.793 million annually for 2003. 
 
 Do other universities have funded depreciation?  Mr. Pfutzenreuter said he had been unable to 
find any that do for supported (academic/administrative) buildings.  Neither do K-12 systems or cities or 
counties. 
 
3. Budget Update 
 
 Mr. Pfutzenreuter provided a brief overview of the development of the biennial request.  
Department of Finance instruction are expected soon from the state; he said he doubted there would be 
particularly generous salary provisions.  There will be a big increase in health care costs (in the "teens" to 
20% or more) for each of the next few years, and the state may not take that into account in setting salary 
and fringe benefit levels. 
 
 The University will provide true cost information irrespective of the Finance instructions, Mr. 
Pfutzenreuter said.  But the legislature will be reluctant to provide additional funding for some of these 
costs for the University because then it will be obligated to do so for other state agencies as well. 
 
 The legislature and Governor, in the recent legislative session, reduced the projected $2.3 billion 
surplus to about $350 million, so they essentially used all of the money (for tax cuts, rebates, and 
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expenditures).  Mr. Pfutzenreuter said he was back to being the gloomy messenger; this will be a tough 
budget, especially with new buildings and new debt service. 
 
 One Committee member asked if there were any process equivalent to the compacts for auxiliary 
units.  Mr. Pfutzenreuter said that they have tried but not done as good a job as with academic units.  All 
of his staff supports the academic and administrative side and has had no time to attend to auxiliaries. 
 
 There is the perception, it was said, that faculty are accountable for everything they do while 
auxiliary units can do what they want.  That may not be true.  This is an issue in the Budget Management 
Task Force report, Professor Gudeman noted.  Mr. Pfutzenreuter agreed that auxiliary units should be 
subject to the same kind of process; he acknowledged that his office does not examine auxiliary budgets 
closely enough. 
 
 Professor Gudeman thanked Mr. Pfutzenreuter and adjourned the meeting at 5:15. 
 
      -- Gary Engstrand 
 
University of Minnesota 


