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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

September 14, 2017 

  Global Innovation Exchange (GIX), 1227 124th Ave Northeast, Bellevue, WA 98005 

 

Call to Order and Attendance 

 

Committee Chair Regent Jaech called the meeting to order at 9:22 a.m. 

 

Committee Members present: Regents Jaech (Chair), Ayer, Benoliel, Blake, and Harrell 

Other Regents present: Goddard, Rice, Riojas, Simon 

Others present at the table: President Cauce, Treasurer Scott 

Designated representatives: Faculty Senate Chair Way, GPSS President Kim, ASUW President Salahuddin 

 

Approval of Minutes  

 

Regent Jaech announced that, hearing no objections, the minutes from the Committee meeting on July 13, 

2017, were approved, as presented. Item F–1 would appear on the consent agenda. 

 

Treasurer of the Board Report (Information) (Item No. F–2) 

 

Jeff Scott, Executive Vice President for Finance & Administration and Treasurer of the Board of Regents 

remarked that it had been a busy summer vacation and gave his report to the Board, detailing five items: 

 

i) EVP Scott expected financials from fiscal close in mid-October, noting that the relationship 

with KPMG, the external auditor, remained quite good. 

 

ii) He elaborated on the implementation of Workday on June 27, explaining that the number of 

help tickets per week had declined from a peak of 4,000 per week to one of 1,900 per week, 

with more concerning substantive issues than purely operational ones. Workday would soon 

see a number of “firsts,” including the first Open Enrollment and the first issue of tax 

documents. 

 

iii) He explained that the University had identified a preferred solution for Finance 

Transformation and that the choice was delayed by questions about its fit with respect to UW 

Medicine’s supply chain. He stated that the choice between a phased implementation and a 

slower but general roll-out had not yet been concluded. 

 

iv) The reorganization of the Capital Planning Department reflected some earlier overruns but 

also corresponded to the decline in active capital projects (from a budget of $450 million per 

year to one of $250 million per year). He observed that there was still no state capital budget, 

preventing the final adoption of the UW’s capital budget. He was engaged in a detailed 

conversation with UW Medicine about its needs, having identified $200 million in as-yet 

unfunded needs there. EVP Scott aimed to reprioritize, seek creative solutions, and examine 

the UW’s debt capacity for the Board’s November meeting. 
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v) Finally, he related that the search for a Vice President of Finance was progressing apace, 

with names expected by the end of the week and a hire by the end of the year. 

 

See Attachment F–2. 

 

Capital and Debt Report (Information) (Item No. F–3) 

 

Chris Malins, Associate Vice President, Treasury, began the capital and debt report. He explained that short-

term rates remained stable and low with one-month LIBOR rates at 1.23 percent on September 6. Long-term 

tax-exempt rates were also low. Credit spreads were narrow, with current tax-exempt borrowing costs for 

the University at about 3.6 percent. 

 

The University had $2.4 billion in outstanding debt. In July it made a payment of $29 million on the 

principal. This amount will remain relatively stable over the coming two years. The weighted average rate 

on the portfolio is a low 3.45 percent. Overall debt service for Fiscal Year 2018 is $207 million, which is the 

maximum expected annual debt service, reflecting a large lease payment for UW Medicine South Lake 

Union Phase 3.2. Annual debt service will slowly decline in coming years. 

 

Mr. Malins commented that the UW outperforms its peers but has declining cash reserves, slowly increasing 

leverage, and nevertheless positive trends on the capital side. 

 

The UW currently has $112 million of commercial paper outstanding and will issue an addition $45 million 

to fund cash flows in late November for North Campus Housing Phase IV (b) and the Life Sciences 

Building as well as $14 million to continue the Burke Museum Project pending a State capital budget. The 

January bond issue will refund $139 million of that commercial paper, leaving $39 million outstanding. 

Current rates were 90 to 95 basis points. In January a fixed-rate bond transaction of $266 million would 

refund $132 million of commercial paper, generate $30 million of new money, and refinance $240 million 

of the 2011 bond issuance. $42 million of the refinanced commercial paper supports HR and Payroll 

Modernization and will amortize over ten years. Total outstanding debt post-issuance will be $2.361 billion, 

close to the $2.358 billion outstanding at the close of the fiscal year. 

 

Mr. Malins concluded by noting that the ratings agencies were changing how certain key debt ratios drove 

overall credit ratings. His team was working how this might impact the University’s potential debt capacity. 

They were considering, for instance, whether a debt-funded project relying on unrealized revenues might be 

considered differently than a debt-funded project replacing existing expenses with a fixed debt-service 

payment. 

 

Asked whether the bond issuance would be of general revenue bonds, Mr. Malins responded that certain 

projects were associated with each issuance. Asked about the consequence of a small downgrade in the 

University’s credit rating, Mr. Malins responded that the increase in capacity would be minimal between 

AAA and AA-1, in exchange for a rate increase of 10 basis points, but greater for a larger downgrade. 

Asked why the ratings agencies were changing their methodology, Mr. Malins answered that the UW’s debt 

is fully amortizing, in contrast to that of other universities, and that the UW might therefore merit different 

treatment. 

 

Mike McCormick Associate Vice President, Capital Planning and Development, turned to the capital side. 

He noted that the scope of active capital projects was diminishing, reflecting completions and some 

downsizing. Much of the red on the scorecard reflects better information. He pointed out that the upward 

revision to North Campus Housing IV(b) would be fully covered by Housing & Food Services (HFS) and 

that the UW’s cost per bed remained low compared to its west-coast peers. Red business equity indicators 

reflected the fact that many projects were near completion and offered no possibility of improvement. He 
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conveyed that there was a procurement plan in place, but that outreach was made difficult by General 

Contractor/Construction Manager (GCCM) contracts that mandate contracting with the lowest bidder. The 

CSE II Building would soon return to green, after making up for the loss of its mechanical subcontractor 

and sheathing supplier. It was not now certain that the Burke Museum construction would stop in October at 

the warm shell stage. 

 

See Attachment F–3. 

 

Seattle North Campus Housing Phase IV(b): Oak Hall, Haggett Hall Demolition, and Denny Field 

(Information) (Item No. F–4) 

 

Mr. McCormick and Pamela Schreiber, Assistant Vice President, Student Life, and Executive Director for 

Housing & Food Services (HFS), provided an update on North Campus Housing Phase IV(b). The project 

was initially estimated at $140 million, to be funded 50 percent from debt and 50 percent from HFS cash 

reserves. The decision has been taken to move forward with the construction of Oak Hall and the demolition 

of Haggett Hall but to defer the replacement of Haggett Hall. 

 

Asked whether there was anything to approve today and how these obligations were impacting HFS cash 

reserves, Ms. Schreiber responded that she would return in January with a detailed plan for Oak Hall. 

 

Asked about the net effect of this downsizing, Ms. Schreiber stated that Phase IV(b) would add 1,750 beds 

but that, by reallocating overflow housing, the net bed gain next year would be 651 beds, permitting Oak 

Hall to replace all beds that would be lost with the demolition of Haggett Hall. 

 

Asked whether the UW was still short of demand for beds, Ms. Schreiber replied yes, but that HFS was 

developing a ten-year plan with housing goals. 

 

See Attachment F–4. 

 

Workday and the Integrated Service Center (ISC) Update (Information) (Item No. F–5) 

 

Aaron Powell, Interim Vice President and CIO, UW Information Technology, declared the implementation 

of Workday on June 27 to have been a big success. Nancy Jagger, Director of the Integrated Service Center 

(ISC), recapitulated Dr. Scott’s remarks in his Treasurer’s Report, noting that the ISC had resolved many 

tickets, that fewer tickets were entering the system, and that Workday would soon see many “firsts.” 

 

Asked whether the rate of tickets was normal, Ms. Jagger stated that it was. 

 

Asked about hiccups in the process, Mr. Powell observed that any business change of this magnitude 

requires shifting established work patterns. 

 

Asked whether the UW was now at the industry standard for IT security, Mr. Powell responded that it was, 

on account of two-factor authentication. 

 

Audit Advisory Committee (AAC) Update (Information) (Item No. F–6) 

 

Regent Blake, Chair of the Audit Advisory Committee (AAC), provided an update, explaining that it had 

just met for two hours. With the anticipated hiring of the Vice President for Finance, the committee will 

now coordinate its activities through that office.  There will continue to be close ties and coordination with 

Internal Audit. Concerning risk, it was presented that the sharing ethos of higher education was sometimes 
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at odds with the need for IT security and that intellectual property was now an area of increased University 

risk. She observed that clarity was required as to whether the AAC or the Board oversaw that risk. 

 

Richard Cordova, Executive Director, Internal Audit, added that a risk assessment process for 2018 was 

being planned in conjunction with Elizabeth Cherry, Associate Vice Provost, Compliance and Risk 

Services, and the institutional resilience project. 2017 audit reports were on track, with a new follow-up 

process instituted copying EVP Scott on the unit-level response to audit findings and discussions of risk 

acceptance. 

 

Regent Blake noted that she is copied on all hotline reports.  The committee will now receive a more 

detailed summary of those reports on a quarterly basis. Mr. Cordova explained that there were fifty to sixty 

of these each year, and that 75 percent of those were anonymous. 

 

Asked whether there was a trend in the frequency of these reports, Mr. Cordova responded the number was 

relatively flat, but that Workday should minimize the possibility of some of the timekeeping problems that 

formerly gave rise to some whistleblower reports. 

 

ADJOURN 

 

Hearing no further business to come before the Committee, Regent Jaech adjourned the Finance and Asset 

Management Committee at 10:21 a.m. 

 

 

  Approved at the meeting of the Board on October 12, 2017. 
 


