
 Minutes* 
 
 Senate Committee on Finance and Planning 
 Tuesday, February 21, 1995 
 3:30 - 4:30 
 Room 300 Morrill Hall 
 
 
Present: Virginia Gray (chair), David Berg, Thora Cartlidge, Karen Karni, Gerald Klement, Roger 

Martin, Patrice Morrow, Richard Pfutzenreuter, Doris Rubenstein, Anne Sales, Thomas 
Scott 

 
Regrets: None required, inasmuch as the meeting was called on short notice 
 
Absent: none 
 
Guests: Senior Vice President Robert Erickson 
 
[In these minutes:  Supplemental budget instructions] 
 
 
 Professor Gray convened the meeting at 3:30 and explained that it had been called at the request of 
Associate Vice President Pfutzenreuter to review the supplemental budget instructions. 
 
 Mr. Pfutzenreuter distributed a handout and began by discussing the compensation pool.  The 
partnership proposal with the state, developed last summer, assumed a 5% increase in fringe benefit costs 
and 2.89% in salaries, for a total compensation pool of 3.3%.  When the Phase II budget instructions were 
sent out in December, the administration knew that fringe benefits were under-recovered the prior year, so 
that the rate increases would be more than 5%; they turned out to be almost 9%.  This appeared to be a 
hidden cut to units. 
 
 As part of the supplemental budget instructions, the administration has delivered funds to cover 
increased fringe benefit costs (about $6 million).  This expense will have to accounted for when final 
budgets are established, because the administration does not have the money to provide.  Units have been 
instructed to plan on 2.89% salary increases and full funding for fringe benefits.  He emphasized that the 
2.89% is a PLANNING ESTIMATE, not a decision. No decision will be made until the legislature 
adjourns in May. 
 
 The budget planning is complicated by the Governor's budget recommendation, which contains 
much more non-recurring money and far less recurring money than the University requested in the 
partnership proposal.  Mr. Pfutzenreuter referred Committee members to one of the tables in the handout, 
which contained a proposal for distributing the recurring and non-recurring funds among various budget 
items for the two years of the biennium.  It assumes the University will adhere to the $143.7 million in 
changes contained in the partnership proposal.   
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 There are certain items that MUST be funded with recurring dollars, such as inflation on utilities 
expenses, new building maintenance (unless they were not to be opened), and debt service.  Other budget 
items may have to be funded in part with non-recurring funds; this analysis, for example, proposes 
making the salary increases for 1996-97 non-recurring.  They would be a bonus, observed one Committee 
member, not a raise.  Senior Vice President Erickson said this had been done in the past with civil service 
and bargaining unit salaries, but not with faculty.   
 
 There are three problem items in the budget.  Fringe benefit costs are up, tuition for this year (and, 
as recurring funds, for future years) is down, and the Governor's budget recommends $26.6 million less 
than the University requested.  These create a financial dilemma:  if the full $143.7 million in the 
partnership proposal is to be funded, how much more should be cut and how much should tuition be 
increased? 
 
 The University continues to argue at the legislature for the full amount it requested in the 
partnership proposal.  These supplemental budget instructions do not call for any additional cuts in any 
unit.  That is not to say, however, that there will NOT be additional cuts, but the administration does not 
feel it appropriate to request them now, when it is uncertain about the legislature and about tuition levels. 
Nonetheless, Dr. Bognanno said, all these "costs" will have to be absorbed, and the administration is at 
present holding back on imposing them.  There is no secret fund held by the administration.   
 
 For 1995-96, Mr. Pfutzenreuter pointed out, there is $14.1 million in reallocation plus the $3 
million in the fifth year of Restructuring and Reallocation; it seemed that it would not be fruitful to 
impose another $10 million reallocation--and it is to be hoped that it will not be necessary.  There is an 
understanding, among at least some members of the legislature, that if the partnership proposal is not 
funded, there will be a substantial tuition increase and programs will be cut. 
 
 Is it possible there will be a $36 million retrenchment in 1997, asked one Committee member, if 
there are shortfalls in the other revenue sources?  The partnership proposal called for no reallocation in 
1996-97, Mr. Pfutzenreuter observed, but conceded the possibility, depending on what happens with the 
other revenue sources. 
 
 Asked about the new tuition revenue targets for colleges, Mr. Pfutzenreuter explained that there 
were concerns about them and that the administration wants to reach agreement on them in the budget 
hearings.  There will be a sharing of the risk.  The biggest concerns have had to do with changes in 
scheduling of CEE and Summer Session courses, so the supplemental budget instructions say that for this 
year, such courses cannot be moved into regular academic year/day school offerings in order to raise 
revenue; in the meantime, Senior Vice President Infante is going to appoint a task force to work through 
the issues.  It would be permissible for a department to move a course from day to late afternoon in order 
to make it accessible to both day and CEE students; the reverse would NOT be permissible, for next year. 
The University does not want to see overall revenues decline, Mr. Erickson said, which might occur if 
such course changes were allowed; the incentives have to be right so that does not occur. 
 
 The budget hearings will be a two-step process, Mr. Pfutzenreuter then explained.  The deadline for 
budget submission has been extended to March 17; after that, reviews with the chancellors/provosts/vice 
presidents will begin.  The intent in the first meetings is to identify the hard issues that need the attention 
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of the President; there will then be a second round of meetings to deal with those issues.  The first 
meetings will clear up issues and take care of technical matters.  The second round of meetings will start 
after April 17. 
 
 Asked how the schedule of these meetings will be made known, Mr. Erickson pointed out that the 
budget hearings are not public meetings.  The chance for participation in the budget-setting process is 
through this Committee and at hearings sponsored by the Board of Regents.  There may be other venues 
as well.   
 
 When all the pieces have been assembled, will the Committee see the budget, asked one Committee 
member?  The timing of the presentation to the Board of Regents has not yet been settled; the plan is that 
they would review the budget in May and approve it in June.  That may not work out, because the 
legislature will probably not adjourn until later in May.  Asked when colleges would be asked to consider 
additional cuts, Mr. Erickson said it would not be until after the Governor has signed the appropriations 
bill--and that makes it very tough, when the fiscal year ends on June 30. 
 
 The Phase III budget instructions, Mr. Pfutzenreuter then explained, deal with mechanical issues, 
such as loading the budget on to CUFS.  With the late adjournment of the legislature, it becomes 
necessary to have this "mad dash" at the end of the year.  It would be better if the legislature convened in 
November and adjourned in March.  Or, said one Committee member, if the University shifted its fiscal 
year to October 1.  That has been considered and there are objections to it, Mr. Berg reported. 
 
 Mr. Erickson then observed that one should remember the context for these discussions.  It has 
been difficult to communicate the positives that are coming with this budget, in addition to the negatives. 
The talk is about recurring versus non-recurring funds and that the University did not receive all it 
requested.  But it should be borne in mind that the $60.8 million recommended by the Governor puts the 
University in a much better position than it has been in recent years--that is a 6% increase, which is far 
more than it has received for some time.  There is much the University wants to do--there is an aggressive 
agenda.  But even if the funds were recurring, that would not mean the University would receive the same 
base funding, because base funding has been cut.  He also said he wished that information could be 
provided to people early, so the last-minute pressure didn't occur, but the legislative schedule allows no 
other course. 
 
 It is likely, Mr. Berg said, that tuition rates will be recommended to the Board of Regents in May. 
 
 Professor Gray thanked Mr. Pfutzenreuter for his presentation and adjourned the meeting at 4:10. 
 
      -- Gary Engstrand 
  
University of Minnesota 


