
Minutes* 
 

Senate Committee on Finance and Planning  
Tuesday, September 7, 2010 

2:00 – 3:45 
238A Morrill Hall 

 
 
Present:  Russell Luepker (chair), Jon Binks, Devin Driscoll, Will Durfee, Steen Erikson, Kara 

Kersteter, Lyndel King, Judith Martin, Fred Morrison, Paul Olin, Gwen Rudney, Terry 
Roe, Michael Rollefson, S. Charles Schulz, Mandy Stahre, Jeremy Todd, Michael Volna, 
Lori-Anne Williams, John Worden 

 
Absent:  Sarah Chambers, V. V. Chari, Lincoln Kallsen, Kathleen O'Brien, Shruti Patil, Richard 

Pfutzenreuter, Karen Seashore, Thomas Stinson, Aks Zaheer 
 
Guests:  Julie Tonneson (Office of Budget and Finance); LaCretia Bell, Director of Disbursement 

Services (Controller's Office) 
 
[In these minutes:  (1) introductions and comments from the chair; (2) economic and financial outlook; 
(3) comments from the chair; (4) cost-pool data; (5) policy on traveling on University business; (6) events 
noted by the students] 
 
 
1. Introductions and Comments from the Chair 
 
 Professor Luepker convened the meeting at 2:00, welcomed everyone to the first meeting of the 
year, and called for a round of introductions.   
 
 Professor Luepker then observed that this is a consultative committee; what it says and does, the 
questions it asks, and the opinions it shares tend to be listened to.  Financial issues are at the top of what 
is going on in society and at the University, and the institution faces interesting and difficult times.  
Giving helpful and timely advice is an important task. 
 
 The major items for the Committee for the year, Professor Luepker said, are cost pools, student 
fees, reports from administrative units, and facilities.  On the last, the Committee has already weighed in 
on space, its costs, taking it off line, and making its use more efficient.  Professor Martin suggested that 
the Committee also needs an update on the Enterprise Financial System. 
 
2. Economic and Financial Outlook 
 
 Professor Luepker now welcomed Julie Tonneson from the Office of Budget and Finance to 
review the economic and financial outlook.  Ms. Tonneson said she would outline where they are in the 
budget process, what they know, and what they are thinking about—and noted that everything could 
change.  The University must think now about the 2012-13 biennial request; the election is important and 
will affect how the University moves ahead with the state. 
 
 The state has a projected $5.8 billion deficit, which is about 20% of the state budget.   
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 The University receives instructions from the state on how to submit materials for the next 
biennium, Ms. Tonneson reported.  This time it is not a request process because the University (and all 
state agencies) has been asked to respond to various cut scenarios.  The University will, however, develop 
a request, which will go to the Board of Regents for action in October.  They are also doing contingency 
financial planning and will develop budget instructions based on that planning.  In response to a question 
from Professor Martin, Ms. Tonneson said that the University traditionally responds to the state budget 
instructions in some way, although not always in the way requested. 
 
 The Board of Regents has asked for long-term financial forecasting so they have developed a 
model that relies on key decision elements (e.g., tuition, numbers of faculty and staff, state funding 
levels), Ms. Tonneson told the Committee.  It is an institutional model and is now before the Board.  The 
Board needs to answer questions about what kind of university this University wants to be; they will 
move forward with the model when they receive answers to those questions. 
 
 Ms. Tonneson reviewed data related to the University's existing base appropriation and scenarios 
requested by the state (cuts of 5%, 10%, and 15%).  They are looking at the implications of those three 
levels of cuts for both the existing legislative base (increased above the actual appropriation in the last 
session) and the actual base (which is lower).  A 15% cut in the existing base (a cut of $192.7 million) 
would require a 6% tuition increase to offset it; a 15% cut in the actual appropriation (a cut of $279.5 
million) would require an 11.8% tuition increase to offset it.  Ms. Tonneson emphasized that neither she 
nor the Budget and Finance office are advocating tuition increases; they only point out the implications of 
any reductions in state funding were the University to consider tuition as one way to offset the cuts.   
 
 Professor Morrison inquired if the new federal maintenance-of-effort would have any effect on 
the appropriation.  Ms. Tonneson said they do not know for sure but believe not because the requirement 
is for all of education, not just K-12 or just higher education. 
 
 Ms. Tonneson turned to a diagram illustrating the cost drivers that affect contingent financial 
planning.  They include safety/contractual obligations, technology, financial aid, facilities operations, 
strategic investments, and compensation.  It is unlikely there will be a state appropriation to cover those 
costs, so the University must look to other revenue increases or reallocation.  The total cost of those 
obligations, including a compensation increase, is $80-90 million.  Some of the cost drivers the 
University can influence (e.g., whether there will be salary increases or strategic investments) while some 
are less flexible (e.g., facility operations costs, contractual obligations).  Compensation would be largest 
part of the cost drivers—unless there is no salary increase.   
 
 In response to a question from Mr. Todd, Ms. Tonneson said they intend to fix the 27th-pay-
period problem before it arises again. 
 
 Professor Schulz inquired what other revenues are.  Ms. Tonneson said they are not significant in 
the larger budget picture:  indirect-cost-recovery (ICR) funds, sales and fee revenues, and income from 
gifts and endowments.  Professor Luepker inquired where clinical income is included; Ms. Tonneson said 
that these are not included in the presentation.  They assume that in the case of units funded by clinical 
income or fees, revenues will cover cost increases.  They look at revenues and costs at the unit level to see 
where the units stand.   
 
 Ms. Stahre asked how ICR funds are partitioned.  Ms. Tonneson said they are sent directly to the 
college that generated them; the college can use the funds to pay whatever costs it wishes with them.   
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 The next step is preparation of support-unit budget instructions, Ms. Tonneson said, which will 
come out this month.  They are trying to decide what to tell the units; they will probably be asked to 
respond to "bookend" scenarios (a small cut and a larger cut).  Their budgets will be due in 
October/November.  After the election, the administration will probably have a better feel for what the 
University should assume about next year, and the election results could change the nature of the budget 
instructions to academic units. 
 
 Professor Morrison asked if the percentage cuts requested of support units will correlate with 
percentage cuts asked of academic units.  If academic units are asked to consider 15% cuts, will 
administrative units be asked to consider 20%?  Ms. Tonneson said they generally ask academic and 
administrative units for the same level of cuts (but exclude some items, such as financial aid and utilities).  
She said they are very aware of the comparisons between cuts to academic and administrative units. 
 
 Professor Luepker requested Ms. Tonneson inform the Committee about the specific budget 
instructions to both the academic and administrative units.  There is a concern that the administrative 
units develop their budgets first and then academic units do theirs later and are charged through the 
previously established cost pools.  It would be helpful to know the details of the instructions.   
 
 Professor Martin said that it appears that two items in the cost drivers are untouchable:  
safety/contractual obligations and financial aid.  The flexibility then rests in the other four?  There are 
choices to be made in every category, Ms. Tonneson said; financial aid formulae could be adjusted.  She 
agreed, however, that the least flexibility is in debt service and some contractual obligations.  So, 
Professor Martin concluded, as the University considers what to do for 2012-13 and 2014-15, one subject 
of conversation should be the University's appetite for building. 
 
 Mr. Driscoll commented that in addition to the election outcome, the leadership change at the 
University is an issue.  To what extent is the University waiting because of that change?  Ms. Tonneson 
said they are not waiting but that there could be different priorities with a new administration, so 
decisions on investments could change.  But those will not be decided by December in any event, which 
is when a new president is expected to be named. 
 
 Professor Roe asked how significant a constraint a $90-million cut in state funding would be.  It 
would be less than what the University saw this year, Professor Martin said.  Ms. Tonneson responded 
that two or three years ago she might have said the University could absorb the cut; the question is how 
many times the institution can take such cuts without having a serious effect.  If the cuts continue, the 
situation will be very difficult and there will be a need to focus on choices and more structured cuts.  Can 
the University survive, Professor Roe inquired?  It can, Ms. Tonneson said.  But what will be the impact 
on students, Mr. Driscoll inquired?  And what will it be on jobs, Ms. Tonneson added.  The University's 
biggest cost is people.  Professor Martin related that what she tells external people is that a decade ago the 
University had less money and was still fully engaged in the business of undergraduate and graduate 
education. With reduced resources, this will continue, though likely at a reduced scale. 
 
 Professor Luepker thanked Ms. Tonneson for joining the meeting. 
 
3. More Comments from the Chair 
 
 Professor Luepker reported that he had received a note from the chair and vice chair of the 
Faculty Consultative Committee commending the Committee on its plan to have discussions with 
administrative units. 
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 He also reported that he had received a message asking about the status of the renovation of 
Northrop Auditorium.  He spoke with Vice President Rosenstone about the project; the plans are moving 
forward and they hope to finish the private fund-raising this fall.  If it is completed, the project will be 
brought to the Board of Regents at the beginning of the year. 
 
4. Cost-Pool Data 
 
 Professor Luepker distributed copies of three pages of cost-pool data extracted from the Board of 
Regents website.  One table identified cost-pool charges to the colleges for the last five years; the total 
cost-pool charges have risen gradually over that period, although the increases have affected colleges 
differently. 
 
 The second table contained data on the state funding provided to the colleges for FY08 and FY11, 
the cost-pool charges for the same two years, and the difference between the two.  In FY08 five colleges 
were assessed more in cost-pool charges than they received in state funding; in FY11, nine colleges were 
assessed more in cost-pool charges than they received in state funding.  It appears, Professor Luepker 
said, that more and more colleges are moving to negative numbers when comparing state funding and 
cost-pool charges leading to greater use of tuition and other funds for these charges. 
 
 The third table listed the various cost-pool units and their sources of revenue (state funds, state 
special appropriation, other (including federal stimulus funds), and support from the cost pools.  While it 
has been said that support units are taking cuts, Professor Luepker said, it appears that a number of them 
have seen increases. 
 
 He provided these data, Professor Luepker said, in preparation for the discussion with several of 
the deans at the next meeting, in order that Committee members can see how funds flow in the University. 
 
 Mr. Worden asked if anyone is telling the story about the impact of the changes in the Graduate 
School.  Ms. Stahre said that the Graduate School is in the midst of restructuring so the situation is in 
limbo at the moment.   
 
 Professor Roe said that a couple of things struck him.  First, the numbers need to be normalized to 
the services consumed, such as the number of students in the units, etc.  Second, of the services provided, 
are they all essential?  And are they provided in the least-cost fashion?  Professor Luepker agreed these 
are important questions and reported that elements of the first one are coming to the Budget Model 
Advisory Committee; he said he hoped Professors Martin , Morrison and he would be able to report on its 
deliberations.  The second question relates to the discussions the Committee will have with administrative 
units about the functions they provide and where they are going.  The results of those discussions should 
be useful to the new administration. 
 
 Mr. Rollefson asked how one defines administration.  Most think of central administration when 
the term is used, but the colleges have administrations as well and many of those have grown (in part in 
response to central mandates).  There is a lot of administration at the University; it is not just in Morrill 
Hall.  Will this Committee look only at central administrative units?  Professor Luepker said it would; the 
Committee discussed looking at the colleges as well but concluded that the task of looking at central units 
was large enough.  It is true that many responsibilities have been handed to the colleges without 
additional funding, but no one should pretend that all the colleges have taken a hard look at their 
administrative costs.  It would still be good for the Committee to know the trends in college 
administrative costs, Professor Roe said.  In some cases, the colleges are passing the administrative tasks 
to the departments.  How would the Committee get at those questions, Professor Luepker inquired?  
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Professor Martin suggested that the deans be asked; Professor Luepker agreed to do so but commented 
that the pattern will likely be highly heterogeneous.   
 
 Professor Durfee noted that these cost-pool data appear to have come from the School of Public 
Health administration; it would help to receive a check on them from Vice President Pfutzenreuter.  
Professor Luepker agreed and said he would do so. 
 
 Professor Luepker said that these kinds of data had been the subject of conversation in a number 
of meetings he has been in recently, and the point has been made that there is a difference between 
transparency and clarity.  More clarity is needed.  
 
5. Policy on Traveling on University Business 
 
 Professor Luepker now welcomed Mr. Volna and Ms. Bell to the meeting to discuss changes in 
the policy Traveling on University Business.  Committee members were provided copies of the revised 
policy with key changes highlighted, a grid of reimbursable and non-reimbursable expenses, and a grid 
identifying the specific changes in the policy provisions.  Mr. Volna noted that this is the most-widely-
used policy on the policy-library website. 
 
 Ms. Bell used the grid identifying the specific changes to the policy to walk the Committee 
through the changes.  She reported that they had held a number of focus-group discussions across the 
University to identify issues that have arisen with respect to the current policy, and that the changes were 
proposed as a result of those discussions.   
 
 In brief, the changes are these: 
 
-- Employees may not accept University reimbursement when they have been reimbursed by 
another source. 
 
-- Where unallowable travel expenses are paid by the University (e.g., through use of a purchasing 
card or travel advances), it will collect the funds from the traveler, deduct the amount from the employee's 
paycheck, or record the amount as taxable income.  Mr. Volna reported that the vast majority of 
unallowable expenses are inadvertent and the employee repays them; he did not recall that the University 
has ever deducted expenses from a paycheck, and the third option is used when someone has left the 
University and it has no feasible way to recover the funds. 
 
-- They have added flexibility to the time period allowed for expenses to be reimbursed. 
 
-- An additional reason cash advances will be allowed is for athletic recruiting. 
 
-- Cash advances (non-sponsored) must be accounted for within the fiscal year or within 30 days of 
the travel, whichever is shorter.  This increases the time allowed from 15 days. 
 
-- The University will reimburse for the next-most economical upgrade for flights lasting more than 
eight hours (before, first-class seats would not be reimbursed, but this allows first class if business class is 
not offered) , subject to availability of funding. 
 
-- The policy on use of frequent-flier miles has been incorporated in this policy; employees are 
expected to report when they have earned a free ticket.  The Committee discussed what "report" means. 
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Mr. Volna said that it means once the traveler has earned enough miles to qualify for a free ticket, the 
traveler is expected to determine when and how to redeem it. The language will be clarified to reflect this. 
 
-- Travelers may not exceed 150% of the international lodging rate for a city as established by the 
U.S. State Department and receipts are required for all lodging.  This does not change the "conference 
rule" providing that one may stay in the hotel in which a conference is being held.  Receipts are also now 
required for all domestic lodging. 
 
-- Travelers will be reimbursed for meals and incidental expenses at rates specific to a city and time 
of year as established by the federal government.  Committee members discussed with Mr. Volna and Ms. 
Bell first and last day of travel; Ms. Stahre pointed out that the federal government pays 75% of the meal 
and incidental expenses rate for first and last day of travel.  Professor Zaheer had sent a message inquiring 
if the University could simply adopt a policy of 50%, or something easy to administer.  Professor 
Morrison suggested that the provisions on alcohol reimbursement be made consistent with those in the 
hospitality policy; he also noted that there is no standard receipt for taxi fare.  Mr. Volna said that below a 
certain amount ($25.00), a receipt is not required. 
 
-- Before using a charter air service not on a University-wide contract, the insurance provisions 
must be reviewed by the risk-management office and the General Counsel must review the contract 
before it is signed. 
 
 The policy notes that that it is designed to comply with rules of the IRS and the Treasury 
Department. 
 
 Mr. Worden asked if the cost-savings from the changes have been estimated.  Mr. Volna said they 
have not and that to do so would be difficult; the purpose of many of the changes is to simplify language 
and save people time in administrative tasks.   
 
 Professor Luepker thanked Mr. Volna and Ms. Bell for their report. 
 
6. Events Noted by the Students 
 
 Mr. Driscoll reported that a number of students groups on the campus, plus the Political Science 
department and perhaps the Alumni Association, are sponsoring a debate among the gubernatorial 
candidates, tentatively set for October 6 at 6:30 in the Ted Mann concert hall.  The debate will be open to 
members of the University community.  The debate will be provided to the coordinate campuses by ITV 
and presumably will be recorded for later viewing as well. 
 
 Mr. Worden reported that the Student Service Fees Review Committee will hold public forums 
on September 13 and 15 from 7-8 p.m. in Coffman Theater. 
 
 Professor Luepker adjourned the meeting at 3:50. 
 
      -- Gary Engstrand 
 
University of Minnesota 


