Senate Committee on Finance & Planning
Minutes of the Meeting
November 4, 2014

[These notes reflect discussion and debate at a meeting of a committee of the University of Minnesota Senate; none
of the comments, conclusions or actions reported in these notes represent the views of, nor are they binding on, the
Senate, the Administration or the Board of Regents.]

In these minutes: [Enterprise System Upgrade Project (ESUP) update; Impact on Academic
Operations of New Fringe Benefit Rates]

PRESENT: Russell Luepker, chair; Fred Morrison, Jennifer Gunn, Catherine Fitch, Tracy Peters,
Jill Merriam, Linc Kallsen, Megan Wiza, Sue Paulson, Dan Feeney, Karen Ho, Kara Kersteter,
Michael Korth, Samantha Jensen

REGRETS: Karen Seashore, Erik Van Kuijk, Gary Cohen, Quinn Jergens, Taylor Barker

ABSENT: Michael Volna, David Fisher, Richard Pfutzenreuter, Laura Kalambokidis, Pam
Wheelock

GUESTS: Dennis Wenzel, program director, ESUP; Susan Van Voorhis, assistant vice provost,
Academic Support Resources and University Registrar; Kelly Krattiger, information technology
manager, Office of Human Resources; Sue Paulson, finance director, Controller’s Office; Julie
Tonneson, associate vice president, Budget & Finance; Stephanie Dilworth, finance manager,
College of Design; Martha McDonell, department administrator, School of Architecture; David
Pappone, finance director, College of Science & Engineering; Robin Dittman, CFO, Law School

Professor Luepker chaired the meeting on behalf of Professor Cohen, and welcomed the
committee.

1. Enterprise System Upgrade Project (ESUP) update

Luepker welcomed Dennis Wenzel, program director, ESUP, who provided an update on the
project.

Wenzel explained an upgrade was needed because the current University platform and
technology are becoming obsolete.

He further noted that ESUP:

Is an $83.5M project

Has 300 staff, both contract and University employees

Is on track to go live in February 2015

Has a $1-$1.5M contingency fund to close the program by end of April 2015

Wenzel said the “build” phase had been completed, and the project was now in the system
testing phase which will continue through December. This phase is essential to determine
whether the system can go live in February. Wenzel said they are monitoring the testing daily,



good quality data is coming out of the code, and they are on track for the February launch. The
change-over period will be one to two weeks long, in which most applications will be available
only in view mode.

Wengzel said they were also in the training phase, which was being done primarily online. They
were also marshalling a large communications effort with a centralized team and a dedicated
change management communications element.

Susan Van Voorhis, assistant vice provost, Academic Support Resources and University
Registrar, explained the new MyU portal and demonstrated some of its features. As it is now, a
user must log-in separately to different systems being used. In the new system, all information
will be centralized with one log-in. This portal will know the user’s attributes and provide
content and information targeted for the user. Van Voorhis noted students will experience the
biggest change in the upgrade, and the portal will help students navigate in a way that helps them
execute their business more efficiently, such as class and schedule management.

Van Voorhis went on to demonstrate the “Faculty Center” portal, and noted the team had
consulted with the Faculty Consultative Committee (FCC) on it. The portal helps manage a
faculty member’s schedule, including classes being taught and any sponsored or non-sponsored
research reports the faculty is associated with. Van Voorhis showed the “Notifications” tab,
which groups action items instead of various emails that may get lost or overlooked. The
“teaching” tab goes deeper into the portal, with a list of classes, staff as proxy for any courses,
the Moodle site, an advisee center from which the advisee can be emailed directly, and a history
of past courses. PeopleSoft now has a grading system which will be located in the faculty menu
and the waitlist function now has an auto enroll function.

Kelly Krattiger, information technology manager, Office of Human Resources, discussed some
features of the new human resources portal, saying the portal is for employees of all types. A
major feature is that time sheets will be entirely electronic. Sue Paulson, finance director,
Controller’s Office, added the Enterprise Financial System (EFS) will have a relatively simple
technical upgrade. Some changes address priority paying, purchasing card (p-card)
reconciliation, streamlined approvals for workflow, and pooled approvals. Paulson said that
budget checking for non-sponsored activities will begin July 1, 2015 and will include more detail
validation which will prevent entering unintended account strings. She also pointed out a
“reporting center” under the finance tab, where all reports can be accessed. Paulson emphasized
that every report that currently exists will still exist after the upgrade, but people are encouraged
to note their current reports so they can add them again after the changeover.

Wengzel talked about the communications element of the project, and said they were working
through students and faculty to disseminate information about the upgrade. In addition to over
100 people in HR, they had identified certain key people in colleges and units, and a community
of practice in IT to “seed” people around campus in a peer-to-peer effort beyond the enhanced
support and helplines.

Wenzel emphasized the depth and breadth of the upgrade, saying that at a cost of $83.5M it
affects every student, staff and faculty member of the University. Within the first hour of the first
day, there will be potentially 70,000 users. Wenzel said he and the team understood that people



do not always like change, and that there will be “noise,” i.e., issues, and it will take time for
people to get acclimated to the new system.

Catherine Fitch said she was curious about staff retention and turnover on the project and how
that affected progress. Wenzel said there had been some contractors who had left the project, but
the University staff have been stable and vendors were very invested in the project. Kara
Kersteter expressed her appreciation for the amount of communication going out to the
departments and administrative staff, and she and her colleagues felt much more prepared than
they did for the EFS rollout.

Luepker said he was struck by one to two months of enhanced support period, noting that such a
large institution will not learn everything right away. Wenzel said this period is a critical
transition time, with “all hands on deck” to smooth out the bumps in learning the new system.

Luepker thanked Wenzel and guests for the update.
2. Impact on Academic Operations of New Fringe Benefit Rates

Luepker welcomed Julie Tonneson, associate vice president, Budget & Finance, who discussed
the new fringe benefits rates. She began by providing background on the process of simplifying
the rate, saying fringe costs were pooled at University-wide level in order to fund the benefits for
eligible employees. There is not a direct connection between the cost of an individual employee's
fringe benefits and the fringe cost charged to their department. In the past, there were 87
different rates. The university central administration wanted to create a process to simplify the
way fringe benefits were charged to departments.

To this end, a team of people created various models, considered various options, and consulted
with groups across the campuses. They then considered where it made sense to divide the “pot”
and create different rates. It was then recommended there be separate rates for five different
employee groups based on each overall employee group having significantly different cost
profiles. The number of fringe rates was then reduced from 87 to 5.

From that, there was modeling on the impact of this structure, and consulting with the Senate
Committee on Finance & Planning (SCFP), Sponsored Projects Administration (SPA) and other
faculty and staff groups. The impact modeling was done through the Resource Responsibility
Centers (RRC) at collegiate, support unit, or campus levels. Depending on each unit’s profile,
there would be a different budget impact and a budget neutral adjustment would be made at the
RRC level for the cost changes in the O&M fund. Tonneson said that generally speaking, fringe
costs on academic (faculty and P&A) appointments will be slightly higher than they otherwise
would have been, while fringe costs related to civil service, labor represented, trades, graduate
appointments, and undergraduate employee groups will be lower.

Stephanie Dilworth, finance manager in the College of Design, said they had experienced a
significant impact at the college level because there were many adjuncts in their departments.
Martha McDonell, department administrator, School of Architecture, went on to discuss the
situation at her school. She said more than half the teaching staff were adjuncts, and pointed out
that in architecture, students learn from people in the field in many areas of expertise, and in



small classes and workshops. The fringe rate changed and their budget increased, most notably in
the adjunct segment. It is the second largest portion of their individual department budget, at
$2M with 18-22 full-time faculty and 60 adjuncts. With cost neutrality at the college level,
McDonell said they now had an incentive model for improving efficiency. However, the cost
increase ended up being $188K and the allocation from the college was less than half that, $75K.

Robin Dittman said the Law School also relies significantly on adjuncts, and will experience
about $120K more in related fringe costs. The Law School received a budget neutral adjustment
based on estimated cost changes, but it was too early to tell if it would cover the difference as
adjuncts are only paid twice per year. Dittman also cited an instance of a faculty member
receiving a teaching award in a flat sum of $15K which was subject to a deduction at the full
fringe rate. The law school’s policy is to have the award pay the fringe, and the faculty member
was surprised that the award ended up being $11K rather than $15K. Dittman said the school
does not have the resources to cover such incidentals.

David Pappone said in the College of Science and Engineering, the new rate was working in
general because the college has been able to make adjustments to hold most units harmless.
However, it does not work in units that are expected to be self-sustaining when their funding is
foundation funds or external sales. O&M adjustments did not consider those funding sources, so
the bottom line of those units has been seriously impacted, and increasing or introducing
subsidies is not desirable due to the self-sustaining nature of the units.

Jill Merriam said that faculty award monies are transferred to the college or unit, and the
awardee has discretion on how to use it, whether it be a salary supplement, research, travel, or
books. If used for salary, the fringe would come from the amount. Merriam noted the FCC had
discussed it with the Provost, and the premise was to give the faculty some flexibility in how
they want to use the money.

Professor Morrison said it sets the expectation that even though it is pedagogically sound to hire
adjuncts, it is not economically efficient. Tonneson said the percent appointment issue was taken
into consideration. One of the options modeled assumed there would have to be a separate rate
for part-time employees. This would have added complexity into the system and, yet the rate
would not change significantly.

Tonneson said President Kaler requested an analysis of this option, and then made the decision
that it was not worth the complication for such a small difference in the rates, and he wanted to
stay with the proposal to base the fringe rate calculations on total salaries.

Tonneson reiterated that the primary rationale for the change was to simplify it from many
perspectives. In the past, three rates would be published: academic, civil service, and graduate -
but there were actually 87. Departments would be told to plan on those rates, then the actual
costs would be different. She said it was confusing for departments to manage their numbers and
plan accordingly. The University still wanted a fringe pool (rather than direct charging actual
costs by individual) and since the process had to be modified for the new HR system a decision
was made not to factor in every complication. Tonneson said that they are still learning the



impact of the changes, are dealing with them as best they can, and are bringing issues that arise
to the President.

Professor Feeney asked how it affected the over/under recovery rate. Tonneson said the rates
were based on data from two years ago but charged to current salaries, so there would still be
some seesaw. Feeney said he did not think people realize there was already cross-subsidization
from the higher paid units to the lower paid because this fringe rate effect goes up ad infinitum.
Tonneson acknowledged in the analysis that there was some impact, but reiterated it was not a
huge change at the University level.

Morrison said the issue should be revisited before the end of the academic year with a view
toward taking a resolution to the FCC or President Kaler. Vice President Wheelock added if the
committee decides to pass a resolution, it would be helpful to understand further the principles of
the decision in evaluating the issue.

Luepker thanked Tonneson and guests for the discussion.
Hearing no further business, Luepker adjourned the meeting.
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