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STATEMENT TO THE MINNESOTA STATE LEGISLATURE 
REGARDING THE UNIVERSITY OF MINNESOTA HOSPITALS 

RECONSTRUCTION BILL, AS AMENDED 

The s i z e  o f  the  U n i v e r s i t y  o f  Minnesota bonding b i l l  has been reduced, v i a  
amendment, from the  o r i g i n a l  request o f  $250 m i l l  i o n  t o  approximately $180 m i l l i o n .  
The quest ion now before the  Leg is la tu re  i s  whether t h a t  amendment w i l l  s u f f i c i e n t l y  
reduce o r  minimize the  f i nanc ia l  r i s k s  t o  the  s t a t e  and i t s  taxpayers w h i l e  pre- 
se rv ing  the oppor tun i t y  t o  a c t  a f f i r m a t i v e l y  on t h i s  important  p r o j e c t .  

Because the C i t i zens  League has been a  cons i s ten t  p a r t i c i p a n t  i n  the p u b l i c  
debate over  t h i s  issue s ince i t s  o r i g i n a t i o n  a t  t h e  met ropo l i tan  l eve l ,  we hope 
you w i l l  be i n t e r e s t e d  i n  our  assessment o f  the  amended b i l l .  

: REDUCING THE SIZE OF 'THE BOND ISSUE APPEARS TO MINIMIZE THE RISKS TO THE STATE . . . 
The o r i g i n a l  U n i v e r s i t y  Hosp i ta ls  bonding b i l l  c a l l e d  f o r  a  s t a t e  author iza-  

t i o n  o f  up t o  $250 m i l l i o n  d o l l a r s  i n  s t a t e  general o b i l i g a t i o n  bonds t o  be so ld  
f o r  the  purpose o f  l oan ing  the money t o  U n i v e r s i t y  Hosp i ta ls  i n  o rde r  to :  
1) b u i l d  a  new 500+ bed hosp i ta l  (Un i t  J )  and 2)' t o  remodel remaining f a c i l  i t i e s  
conta in ing  another 190+ beds. As amended, t he  p r o j e c t  would be d i v i d e d  i n t o  two 
stages, w i t h  bonding a u t h o r i t y  f o r  the  new hosp i ta l  t o  come now and the remodeling 
l a t e r .  Subt rac t ing  the  costs o f  remodeling ($60 m i l l i o n )  from t h e  pre.sent 
bonding b i l l  and f u r t h e r  reduciog i t  by an a d d i t i o n a l  $10 m i l l i o n  t o  a  bonding 
l e v e l  of $180 m i l  1  ion, would appear, on surface, t o  g i ve  the  b i l l  I s  authors reason 
t o  argue t h a t  they have adequately minimized the r i s k s  t o  the  s ta te .  

BUT THE RISKS WON'T REALLY BE MINIMIZED UNLESS BEDS ARE ALSO REDUCED .. . 
The reduct ion  i n  the  amount o f  the  U n i v e r s i t y  Hosp i ta ls  bonding request w i l l  

i n  no way reduce the  magnitude o f  r i s k  t o  the  s ta te .  Bonding now 1  i m i t e d  t o  new 
cons t ruc t i on  does n o t  change the  U n i v e r s i t y ' s  p lan  t o  b u i l d  t he  support systems 
designed f o r  a  700+ bed operat ion.  Thus, desp i te  t h e  apparent tr imming o f  t he  
bond request, t h e  u l t i m a t e  probable s i z e  o f  t h e  f a c i l i t y  remains unaffected. So 
too, does the  l e v e l  o f  opera t ing  cos ts  which,as we have cont inued t o  su gest, a re  
even more important  over t ime than the  i n i t i a l  cos ts  o f  construct ion.  ?For 
example, the  opera t ing  costs o f  U n i v e r s i t y  o f  Minnesota Hosp i ta ls  i n  1986 alone 
i s  p ro jec ted  t o  be more than the  o r i g i n a l  bonding request o f  $250 m i l l i o n . )  

We main ta in  t h a t  "beds" i s  the  issue because they are  an index o f  operat ional  
s i z e  and the  annual opera t ing  cost.  Our skept ic ism t h a t  the  l a r g e r  hosp i ta ls ,  w i t h  
i t s  h igher  amor t iza t ion  and operat ion costs, can be supported seems t o  be increas-  
i n g l y  shared by informed observers. 

Some may be l i eve  a t  f i r s t ,  t h a t  the  issue i s  bonds n o t  bc:ds. Put, under 
ca re fu l  s c r u t i n y  the  r e a l  bonding issue i s  whether more bonds way t issued, than 
t h e  U n i v e r s i t y  Hosp i ta ls  can pay back through the use o f  p a t i e n t  revenues. The 
o n l y  way t o  minimize t h a t  r i s k  i s  t o  reduce the  t o t a l  p r o j e c t  and the f a c i l i t i e s  
bed t o t a l  t o  a  more manageable l e v e l .  

I F  NO WAY CAN BE FOUND TO SUBSTANTIALLY REDUCE THE SIZE OF bNIVERSITY 
HOSPITALS, THEN THE PUBLIC INTEREST LIES Ill LAYING THE PROJECT OVER FCR LEGISLATIVE 
INTERIM STUDY. HOWEVER, I F  UNIVERSITY HOSPITAL OFFICIALS WOU? D trhS i SO A 
REDUCTION IN THE SIZE OF THE TOTAL PROJECT TO ABOUT 500 BEDS, THEN WE BELIEVE THE 
PROJECT SHOULD RECEIVE LEGISLATIVE APPROVAL THIS SESSION. 

(Th is  p o s i t i o n  has been endorsed by the  C i t i zens  League Board o f  D i rec to rs )  


