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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

 

July 13, 2017 

Bill & Melinda Gates Commons, Room CSE 691 

Paul G. Allen Center for Computer Science & Engineering 

 

Call to Order and Attendance 

 

Committee Chair Regent Jaech called the meeting to order at 9:55 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, Provost Baldasty, Treasurer Scott, and Faculty 

Senate Chair Barsness 

 

Approval of Minutes and Consent Agenda 

 

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

June 8, 2017, were approved, as presented. Item F–1 would appear on the consent agenda. 

 

Red Flag Rules – Identity Theft Compliance Program Annual Report (Information) (Item No. F-

1) 

 

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 gave his report to the Board, highlighting four areas: 

 

i) EVP Scott remarked on the smooth transition to the new human resources planning 

tool. Although the website, two-factor authentication, and Workday platform had 

been somewhat slow, the service center was up three days before the new system 

went live and has since processed 1,000 cases per day for a total of 13,000 cases. 

More than 43,000 UW affiliates had enrolled in two-factor authentication. No Level 1 

break fixes had been required and of 84 lesser breaks, 38 had been resolved, 19 were 

in production, and 27 remained outstanding. 

 

ii) EVP Scott then described the reorganization of the UW’s finances. He has 

consolidated accounting functions under Sue Camber and commercial and auxiliary 

functions under Ann Anderson. 

 

iii) October 20, 2017, will be the target for prepared financial statements following the 

close of the 2016-2017 fiscal year on June 30. New processes were intended to 

provide visibility both at a high level and all the way down to the granular, 

transaction level. EVP Scott intended to devolve some oversight to the Dean or Vice 
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Provost level according to a checklist and to generate a conversation between Deans 

and their Vice Deans for Finance about the resulting responsibilities. 

 

iv) Lastly, EVP Scott reported on the financial transformation project. From June to 

September he will be exploring the functionality of his preferred solution and its fit to 

UW’s academic and clinical operations. 

 

Asked about the possibility of shortening the fiscal close process, EVP Scott responded that what 

took the UW two months with currents systems might one day be accomplished in two weeks for 

unaudited reports and in four weeks for audited reports. 

 

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

 

Mike McCormick, Associate Vice President, Capital Planning and Development, reported that 

many capital projects had been completed, some under budget. With adjustments, the UW 

Medical Center project was now green on the capital projects scorecard. 

 

The North Campus Housing project suffered from a shortage of subcontractors. 

 

The new Computer Science & Engineering building was barely over budget due to the loss of 

mechanical subcontractors and because the initial supplier of sheathing has gone out of business. 

 

The Burke Museum project was bright yellow because all depends on whether the Legislature 

passes a capital budget before it goes into recess. 

 

There was some retreat on the equity portion of the scorecard. Jim Evans has been tasked to find 

out why. 

 

When asked where the history goes when a budget turns green, Mr. McCormick responded that it 

is not displayed because the aim is to refocus his team on its new target. Regents suggested that a 

footnote might provide some history. 

 

When asked how the overbudget of Phase 4a of the North Campus Housing project would be 

remedied, Mr. McCormick answered that Phase 4b would be scaled down. 

 

When asked about the impact of the State’s failure to pass a capital budget on the Burke Museum 

project, Mr. McCormick responded that a shut-down would cost $3 to $5 million, plus $2 million 

to restart, plus the cost of renegotiating contracts with subcontractors in a tighter market. 

 

Chris Malins, Associate Vice President, Treasury, reported that long rates were up 10 basis 

points and short rates 25 basis points and that commercial paper was above 1 percent. Other 

universities had issued considerable debt: Texas A&M $100 million, Brown $141 million, and 

Washington University in Saint Louis $250 million, the last at the cost of being downgraded 

from AAA to AA-1. On July 1, the University had paid $55 million on its outstanding 

obligations, retiring $30 million of principal. 

 

Overview of Financial Trends in Higher Education (Information) (Item No. F-4) 

 

Mr. Malins then introduced Linda Fan and Joe Beare from the Yuba Group who had been 

engaged to offer the Board an overview of financial trends in the higher education sector. Mr. 
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Malins noted that Ms. Fan and Mr. Beare had assisted the UW in putting together its Internal 

Lending Program. 

 

Ms. Fan and Mr. Beare walked through the attached presentation. Ms. Fan began by stating that 

revenue growth in the higher education sector and at the UW specifically had come mainly from 

healthcare services and student fees, but that expenses were growing faster than revenue. 

 

In response to a question about the UW’s situation with medical revenues excluded, Mr. Malins 

observed that, while student-derived revenue was significant, it remained small compared to 

clinical revenue. There was discussion concerning whether it might be worthwhile to analyze the 

financial situation with and without healthcare revenue, given the uncertainties concerning 

healthcare in the US at present. 

 

Asked whether student fees had compensated for the decline in state funding, Mr. Beare affirmed 

that this was the case but that operational expenditures everywhere were growing faster than 

revenue, but even more so at the UW. 

 

Asked about the ratio of the UW’s operational expenditures to its debt service costs, the 

presenters responded that the UW’s operational expenditures were about $6 billion annually as 

against debt service of $150 million annually. This amounted to 3 percent. At 5 percent an 

institution’s credit rating would be affected. 

 

In response to a question about the cause of the disparity in operating margins among 

universities evident from the study, Mr. Malins observed that healthcare is a low-margin 

business. Mr. Beare added that Penn State, for instance, funds capital expenditure on margin. To 

the suggestion that the UW benchmark expenses, President Cauce asked whether the UW spends 

more on financial aid than its peers, i.e., whether it has made a choice to increase expenses in 

favor of its public mission. EVP Scott added that while UW’s debt level was low, this limits the 

Provost’s flexibility with respect to budgeting. 

 

Asked about the source of the consultants’ financial data, Mr. Beare responded that 

Governmental Accounting Standards Board Statement No. 68 required that pension liabilities 

appear on the balance sheet, slowing net asset growth. Asked for more granularity on medical 

services, particularly low-margin patient services, EVP Scott responded that he was not prepared 

to respond but that this information could be provided at the September meeting. 

 

Some concern was expressed about the discussion of margins. It was asked whether the UW was 

setting the right price and whether it needed a margin. There was discussion as to whether only 

the Medical Center needed a margin, while everything else must only balance. President Cauce 

stated that the UW wants to be a “good bargain” but that it also wants to offer financial aid, to 

provide medical services, and to fund deferred maintenance and capital projects. 

 

See Attachment F-4. 

 

Approve Resolution to Issue General Revenue Obligations for University Projects and 

Refunding (Action) (Item No. F-5) 

 

Bill Starkey, Senior Associate Treasurer, and Annette Sommer, Associate Treasurer, presented a 

proposal for a new bond issue of $170 million. He said that he planned to issue fixed-rate bonds 

in January or February, refunding the commercial paper that had funded the human resources 
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systems upgrade. The UW chose a fixed-rate issue for this year but would likely recommend the 

issue of variable-rate obligations next year. 

 

Asked why the Regents approved $210 million of bonds last year but only $170 million were 

issued, Ms. Sommer replied that the term of the approvals was 18 months and that the full 

amount had not been needed. 

 

Regent Harrell moved, Regent Blake seconded, and the Committee approved the Resolution to 

Issue General Revenue Obligations for University Projects and Refunding, as presented. 

 

UWINCO Board Update and Investment Performance Quarterly Report – Quarter Ended March 

31, 2017 (Information) (Item No. F-6) 

 

Keith Ferguson, Chief Investment Officer, and Scott Davies, Chief Operating Officer of 

UWINCO, presented their quarterly report to the Board, suggesting that markets were in the 

sixth or seventh inning of a long bull market. Capital market expectations ranged therefore from 

5 to 6 percent because of the increased volatility commonly seen towards the end of a bull 

market. 

 

Mr. Ferguson and Mr. Davies then described UWINCO’s performance in detail. See Attachment 

F-6. 

 

Consolidated Endowment Fund (CEF) Spending Policy (Information) (Item No. F-7) 

 

Provost Baldasty and EVP Scott presented the proposed endowment spending policy, to be 

revised and presented to the Regents for approval in February 2018 and to be implemented in 

March 2018. They proposed decreasing payout from 5 to 4.5 percent. This could be done in two 

ways: 1) over five years at a rate of 10 basis points per year or 2) over three years at a rate of 10 

basis points in the first year and 20 basis points in the second and third years, respectively. 

Provost Baldasty observed that the more gradual rate change made academic planning easier for 

campus units. 

 

There was discussion regarding whether this was a high estimate of the needed reduction. Asked 

whether endowment contributions expected in the ongoing capital campaign had been included 

in the projections, EVP Scott responded that they had not. There was discussion about whether it 

was necessary to include these contributions, since they come with increased obligations which 

may not be reflected in a simple statement of contributions. 

 

The choice to reduce the endowment payout was discussed. It was remarked that in 2009 the 

University had drawn down its endowment spending from 6 to 5 percent and had not raised it in 

the subsequent bull market. Concern was expressed that this drawdown might not be necessary 

and noted that one function of the endowment was to smooth payouts over market cycles. It was 

also suggested that this further drawdown might impact donor behavior. Given the decreased size 

of payouts after load, it was suggested that donors might reconsider their giving options, turning 

to annual giving or to other causes. It was observed that markets appeared to be headed for a 

low-yield future over the long term and that in good times low payout rates fed endowment 

growth back into the endowment. 

 

 

 



MINUTES – Finance and Asset Management Committee Meeting on July 13, 2017 Page 5 

 

 

Adjourn 

 

Hearing no other business to come before the Committee, Regent Jaech adjourned the Finance 

and Asset Management Committee meeting at 11:35 a.m. 

 

Approved at the meeting of the Committee on September 14, 2017. 

 


