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Committees. 	  
	  
Professor Cohen welcomed the committee.	  
	  
1. Long Range Strategic Financial Planning	  
	  
Lincoln Kallsen, Director of Institutional Analysis, provided an update on long-range 
strategic financial planning. 	  
	  
As background, he noted the following timeline: 	  
	  

● May 2014: Update current year and project next year’s balance sheet for Board of 
Regents (BoR) as part of President’s Recommended Operating Budget 	  

● June 2014: Update six-year forecast for Board of Regents (BoR); Budget view 
based on FY15 budget and baseline assumptions	  

● October 2014: Update six-year forecast for BoR to include biennial request and 
debt assumptions for the six-year capital plan 	  

● June 2015: Refresh forecast to reflect FY16 budget and biennial request results	  
	  
Kallsen directed committee members’ attention to a slide presentation, the first slide of 
which follows. 	  
	  
	  
	  
	  

Base Revenue Assumptions as of June 2014	  



	  

	  
	  
He said in this model, the baseline is kept flat for graduate and professional enrollment, 
and no major changes in undergraduate enrollment rates are anticipated. Kallsen noted 
that one of the University’s current strategies is to increase gradually the tuition rate for 
non-resident undergraduates, which is currently the lowest in the Big Ten. The University 
is moving toward being in the middle range among its peers. 	  
	  
Kallsen went on to discuss projected expenses, explaining that a ten-year Higher 
Education Price Index (HEPI) is used for a salaries and fringe benefits expense baseline. 
He added sponsored project funding is very limited at this point, and there has usually 
been a 1-2% increase each year in federal grants and contracts. However, this year 
revenue is anticipated to stay flat. Kallsen pointed out that the model also captured 
President Kaler’s commitment to reduce administrative costs by $90M over six years. 
Thus, $15M in reductions per year is reflected in the model. 	  
	  
Cohen asked if there had been any net rise in education and general expenses because of 
enrollments shifts, and should any increases be projected. He wondered if there were any 
appreciable shifts from areas of lower cost per student, such as humanities and social 
sciences, to areas in the STEM fields, which may have higher costs. Kallsen said in their 
analyses they discovered the College of Science and Engineering is very financially 
efficient at the undergraduate level. This is because the curriculum is very systematic, the 
classes tend to be larger, and students are not taking more classes than needed. 	  
	  
Kallsen went on to say that the Board of Regents has expressed interest in strategies for 
building repair and renovation (R&R). The University has 3.1M square feet (sf) of space 
and $8.5M is currently spent on buildings, which amounts to 4.3 cents/sf. However, best 
practice would be spending $6-9/sf. Vice President Wheelock interjected that buildings 
are not being maintained to support their current functionality and it would take 
approximately $4.50/sf to maintain them for their current usage. She added that some 
strategies help, such as decommissioning certain old buildings and making major 
renovations in others, but the University does not receive enough funding to stay current. 



Combined with other strategies, this moves the University toward industry standards 
coupled with Higher Education Asset Preservation and Renovation (HEAPR) funds. 	  
	  
Referring to the following slide, Kallsen discussed the forecast model: 	  
	  

	  
	  
He said that with little new revenue being added, increases in salaries, and a new 
facilities plan this forecast for university operations is not sustainable. He said the 
University could not have tuition freezes indefinitely without increased state support. 
Vice president Pfutzenreuter emphasized that the University would never go into deficit, 
and that this was just a model that asked “what if?”	  
	  
Kallsen then referred to updated revenue assumptions, saying the biennial request for 
state appropriations is $41.5M in year one and an additional $44.2M in year two. This 
would make up for the resident tuition freeze and cover some new investment. 	  
	  
Referring to investment and expense assumptions, the current salary plan calls for a 2% 
increase in FY16 and an additional 2% in FY17. Kallsen noted that the University has 
been significantly below the higher education national average for fringe cost increases, 
and Professor Morrison noted that this was because of cost shifting to employees. 	  
	  
At this point in the discussion, the committee agreed to go off the record. 	  
	  
Back on the record, Cohen stated some colleges and universities around the country are 
able to make important faculty hires by being strategic, despite tight state budgets. He 
pointed out that one purpose of budget planning two to three years out is to guide the 
academic leadership, plan the development of programs, and cut back on what cannot be 
afforded in order to stay abreast of the financial situation. To that end, Cohen asked if 
there was any more robust methodology for medium-range forecasting. 	  
	  
Wheelock said she expected this approach to modeling and forecasting was very similar 
to other institutions, noting that higher education is a labor- and facilities-dependent 
business. Costs are easier to predict than revenue, and there is little predictability in state 
or federal funding. She emphasized that as more factors become known, there may be a 
need to reallocate resources.	  
	  



Morrison said the models were unreasonably optimistic, unless the University made some 
difficult decisions to not be competitive. For instance, costs for fringe benefits may well 
increase by 3-4% according to experts, and shifting those costs reduces the University’s 
competitiveness, Morrison said. 	  
	  
Again, the committee agreed to go off the record to continue the discussion. 	  
	  
Cohen thanked Kallsen for the update, and said the committee would like to continue the 
discussion with Pfutzenreuter, Provost Karen Hanson, and the deans to learn how they 
are planning programmatic priorities and faculty appointments in light of the budget 
modeling and projections. 	  
	  
2. Committee on Committees Review	  
	  
Professor Cohen introduced John Matheson and Nelson Rhodus from the Committee on 
Committees (ConC).	  
	  
Matheson said that as part of its regular function, the ConC communicates with all 
committees on a regular basis to ensure their charges are current and the committee feels 
comfortable working to achieve the charge. These reviews occur on a 4-5 year average 
cycle.	  
	  
Members of the ConC then draft a report to be shared with the committee for its 
consideration. If the review results in any recommendation for change in committee 
structure, charge, or membership, ConC would issue a written recommendation, which 
would be sent to the Senate Consultative Committee and the University/Faculty Senate at 
large. Matheson said committee members could contact him or Rhodus by email with 
complete confidentiality with any concerns.	  
	  
The committee reviewed its charge and agreed it was reasonable, and Cohen added he 
felt they had been working effectively with it. The committee discussed its composition, 
and one area of concern was the level of student involvement. Just two of the four student 
slots are filled, and there is no representation of graduate students. Cohen said he would 
like to see one graduate student and one post-graduate professional on the committee in 
addition to the two undergraduates. The committee felt student representation was 
important as so much of its work concerned students, such as tuition and fees. It was also 
suggested that student terms be shorter, and that there be a better “on boarding” or 
orientation process. Matheson and Rhodus said they would bring this information to 
ConC for consideration and ConC might assist in appointing students.	  
	  
3. Ex officio membership	  
	  
The committee discussed ex officio membership, and Cohen asked if there was a need for 
a committee member with expertise in construction matters. It was agreed that the 
committee’s scope is more general, and if there were a specific concern about any matter, 
it could seek expertise as needed.	  



	  
Hearing no further business, Professor Cohen adjourned the meeting.	  
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University Senate Office	  
 	  
 	  
 	  
 	  
 	  


