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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

 

Thursday, November 8, 2018 

Milgard Assembly Room, William W. Philip Hall, UW Tacoma 
 

Call to Order and Attendance 

 

Committee Chair Regent Benoliel called the meeting to order at 8:30 a.m. 

 

Committee Members present: Regents Benoliel (Chair), Ayer, Harrell, Jaech, Rice, Riojas, Tamaki, Zhou. 

Regent Zeeck arrived at 8:40 a.m. 

Others present at the table: President Cauce, Provost Richards, Treasurer Scott, Faculty Senate Chair 

Sandison 

 

Approval of Minutes and Consent Agenda 

 

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

October 11, were approved, as distributed. 

 

Approve Internal Audit Plan for 2019 and Internal Audit Charter (Action) (Item No. F–1) 

Approve Changes to UW Voluntary Investment Program and UW Retirement Plan (Action) (Item No. F–2) 

Actions Taken Under Delegated Authority (Information) (Item No. A–3) 

 

Regent Benoliel announced that, hearing no objections, items F–1, F–2, and F–3, would appear on the full 

Board’s consent agenda. 

 

See Attachments F–1, F–2, and F–3. 

 

Treasurer of the Board Report (Information) (Item No. F–4) 

 

Jeff Scott, Executive Vice President, Finance & Administration, and Treasurer of the Board, reported that 

KPMG had issued a clean opinion following its audit of the UW’s 2018 financial statements. He is pleased 

to report that revenues are now growing faster than expenses. Investment income drives the UW’s continued 

success. Market volatility therefore presents a risk to the University’s financial stability. Dr. Scott concluded 

by noting that this is his last meeting, and expressed his gratitude to all present. 

 

Approve 2018 Audited Financial Statements and Report (Action) (Item No. F–6) 

 

This item was presented out of order, because Regent Zeeck had not yet arrived. 

 

Brian McCartan, Vice President, Finance, stated that the financial statements included all component 

entities of the UW with the exception of Harborview Medical Center (HMC), Valley Medical Center 

(VMC), the UW Alumni Association, and the UW Foundation. He highlighted two summary slides included 

at the end of the item. Revenue has increased by 6 percent, while expenses have only increased by 3 percent. 

Efficiencies have broken with a longstanding trend by which expenses grew faster than revenues. Yet the 

University retains a 5.5 percent operating loss, which it covers with investment income. Market volatility 
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and the success of UW Medicine’s financial stability plan, known as Project FIT, are risks. The University’s 

net position has improved, but this improvement is counteracted by the recognition for the first time of $1.6 

billion in Other Post-Employment Benefits (OPEB) expenses in accordance with Governmental Accounting 

Standards Board Statement No. 75 (GASB 75). Mr. McCartan noted a fundamental imbalance of academic 

funding, with the UW’s tuition levels and levels of state support among the lowest in comparison to those of 

peer institutions. 

 

It was observed that GASB 75 encourages a new, beneficial conversation about future expenses. Asked 

whether the UW has booked sufficient OPEB expense, Mr. McCartan replied that each year the State 

Actuary recalculates OPEB liability to reflect new trends in medical costs, so that the expense recognized 

will vary from year to year. A long-term strategy would be for the state to drive down healthcare costs. The 

UW incurs additional costs each year as it hires new employees. Asked further why these costs were not 

recognized earlier, Mr. McCartan explained that accounting standards have changed over the past few years: 

government agencies were first required to recognize all pension costs, and not just immediate, annual costs 

in financial statements, and, in a second development, to recognize OPEB costs. Asked whether rating 

agencies account for these newly recognized costs, Mr. McCartan stated that, while there was no initial 

impact, there will be impact in the future, absent a long-term strategy for funding these costs. Asked about 

this strategy, Mr. McCartan reported that at present OPEB costs amount to $25 million per year. Their 

future level depends on trends in healthcare costs. No increased revenue has yet been identified to cover 

future costs. Asked how these costs impact the UW’s legislative agenda, President Cauce stated that the UW 

has been a good steward of its state funds and has sought efficiencies everywhere. The UW has done its part 

and looks forward to a sustainable partnership with the Legislature. 

 

Asked whether deferred maintenance costs were recognized in the statements, Mr. McCartan stated that they 

were not, and were not legally required to be included. 

 

Regent Harrell moved, Regent Rice seconded, and the Finance and Asset Management Committee approved 

receipt of the auditor’s opinion on the UW’s 2018 financial statements, as presented. 

 

See Attachment F–6. 

 

Audit Advisory Committee Update (Information) (Item No. F–5) 

 

Regent Zeeck reported that he and Dan Smith had joined the committee for their first meeting. The 

committee reviewed the UW’s 2018 financial statements. The auditor, KPMG, presented its clean opinion 

on the statements. KPMG praised the UW’s culture of financial reporting, for which Regent Zeeck 

recognized Dr. Scott and Mr. McCartan. Discussion focused on the University’s share of the state’s OPEB 

liability. The committee noted the short turnaround between the opening of draft statements to its comments 

and their presentation to the Board. It recommend that comments be opened to members of the Audit 

Advisory Committee earlier next year. 

 

Finance & Capital Report (Information) (Item No. F–7) 

 

Mr. McCartan reported that there was little change to report from the October Debt Report. Outstanding 

debt remains at about $2.4 billion. He will update the Board on the planned January issuance in December. 

 

Asked about the difference between the cost of debt and the Internal Lending Program (ILP) rate, Mr. 

McCartan replied that the difference of approximately 1 percent of the overall amount is paid into an 

account that funds stabilization of future, potentially higher, interest rates. 
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Lou Cariello, Vice President, Facilities, reported that the budget status of the first phase of the seismic 

retrofitting project had degraded to yellow because the discovery of asbestos in roofing mastic and heavy 

metals in mortar require additional, unforeseen abatement. The Burke Museum budget indicator light 

remains yellow, with a bid for the demolition of the old museum expected soon. Permitting delays on the 

Population Health Facility persist. The University has awarded the design-build contract for the Health 

Sciences Education Building. 

 

Asked whether any firms had distinguished themselves in their commitment to business equity, Mr. Cariello 

responded that some had and that his team was seeking to identify best practices. 

 

Regent Harrell commended Dr. Scott and Mr. Cariello for their commitment to equity in awarding 

subcontracts. 

 

See Attachment F–7. 

 

Semi-Annual Borrower Reports (SABRes) for the UW Medicine Clinical Enterprise, University of 

Washington Medical Center, Northwest Hospital, and the School of Medicine South Lake Union 

(Information) (Item No. F–8) 

 

Mr. McCartan introduced the item, noting that status reports are required of units not meeting the terms of 

their Internal Lending Program (ILP) covenants. 

 

Jacque Cabe, Chief Financial Officer, UW Medicine, and Vice President for Medical Affairs, described the 

SABRes. She reported that the Consolidated Clinical Enterprise includes the School of Medicine South 

Lake Union, Northwest Hospital (NWH), and UW Medical Center (UWMC). Fiscal Year (FY) 2018 was 

the first year of Project FIT, UW Medicine’s Financial Stability Plan, as required by the ILP covenants. As a 

whole, UW Medicine met its FY 2018 FIT targets. This includes accounting for OPEB costs: $20 million in 

total for FY 2018, of which $15 million reside at UWMC. The Clinical Enterprise is not meeting its targets, 

although FY 2018 demonstrated that improvement is possible. FY 2019 targets entail an additional $119 

million of improvement. As of the first quarter of FY 2019, UW Medicine is meeting Project FIT targets at 

six of eight UW Medicine entities. 

 

See Attachment F–8. 

 

Northwest Hospital Childbirth Center: Stage 2 Approval (Action) (Item No. F–9) 

 

Mike McCormick, Associate Vice President, Capital Planning & Development, stated that Stage 2 approval 

entails the approval of a full project budget and financing plan. The budget for this wholly debt-funded 

project is $25 million. 

 

Mr. McCartan stated that Stage 2 approvals include the Treasury Office’s due diligence on projects based on 

management’s underlying business case. Mr. McCartan was joined by Associate Treasurer Annette 

Sommer, who performed due diligence on this project. Ms. Sommer reported that it will be funded by a 

twenty-year loan at 4.5 percent. The annual payment will be $1.9 million. The Treasury Office has carried 

out stress tests and identified risks. The first risk is failing to recruit sufficient practitioners to create the 

capacity for increased childbirth volumes. The second risk derives from the limited reserves available to the 

Clinical Enterprise; these presently stand at $392 million or 70 days cash-in-hand and will fall to 54 days 

cash-in-hand over FY 2019. Mr. McCartan stated that the business case remains compelling, and that credit 

risks ought not to be viewed in the context of NWH alone, but in the context of UW Medicine as a whole. 
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Asked about marketing plans, Ms. Cabe responded that marketing is a part of the plans to recruit new 

providers and new patients to the Childbirth Center. UW Medicine will improve scheduling access and 

digital marketing so as to make NWH again the destination for childbirths it was fifteen years ago. Asked 

further about engaging other UW Medicine practitioners, Ms. Cabe replied that UW Medicine aims to 

engage families from the beginning, by developing a relationship of care from birth onward. 67 percent of 

deliveries at NWH are commercially insured, in contrast to 35 percent of overall clinical visits at NWH. 

 

Asked about the goal of 3,500 births per year, Ms. Cabe stated that this reflected expected population 

growth in the region. 

 

Asked about the likelihood of a 50 percent volume decline, as included in the stress tests, Ms. Sommer 

replied that this projection was intended to demonstrate just how much the project’s success depends on 

childbirth volumes at NWH. 

 

Regent Rice moved, Regent Ayer seconded, and the Finance and Asset Management Committee granted 

Stage 2 approval to the Northwest Hospital Childbirth Center project, as presented. 

 

See Attachment F–9. 

 

School of Dentistry Semi-Annual Borrower Report (SABRe) and Financial Update (Information) (Item No. 

F–10) 

 

Gary Chiodo, Interim Dean, School of Dentistry, reported that in FY 2017 the School’s accumulated deficit 

increased from $25 million to $36 million. This year, however, the situation has stabilized. The deficit for 

FY 2018, projected to range between $6.7 and $7.7 million, was actually $2 million, resulting in an 

accumulated deficit of $38 million. Dr. Chiodo plans to grow, rather than to cut, his way out this deficit. He 

then led Regents through the attached presentation, explaining that efficiencies have not come at the 

expense of students. He presented five tactics to be implemented immediately: 

 

1. a focus on expense reduction; 

2. encouragement of growth in clinical volumes; 

3. pursuit of the School of Dentistry’s state operating budget request; 

4. optimizing operations to improve patient flow and time-to-treatment; and 

5. a drive for accountability and transparency throughout the School. 

 

He noted that the dashboard of receivables aging looks better than expected because Medicaid, although it 

pays below cost, pays on time. 

 

Dr. Chiodo reported that the predicted financial outcomes for FY 2019 range from a $200,000 surplus to a 

deficit of $1.4 million. He will pursue short- and medium-term goals to bring the School to a secure 

financial position.  To mitigate the risk of loss of faculty members and staff turnover, he is working to 

change negative narratives about the School of Dentistry, which remains ranked fourth in the US (third for 

its research) and fourteenth in the world at the same time as it serves as safety-net provider for the under- 

and uninsured of the state and region. 

 

President Cauce added that the detail of Dr. Chiodo’s presentation testifies to his deep engagement and that 

morale within the School of Dentistry is approving thanks to his efforts. 

 

See Attachment F–10. 
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Adjourn 

 

Hearing no other business to come before the Committee, Regent Benoliel adjourned the Finance and Asset 

Management Committee meeting at 10:13 a.m. 

 

  Approved at the meeting of the Committee on December 13, 2018. 


