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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 
 

Thursday, July 12, 2018 

Bill & Melinda Gates Commons, Room CSE 691, 

Paul G. Allen Center for Computer Science and Engineering 
 

Call to Order and Attendance 

 

Committee Chair Regent Rice called the meeting to order at 9:40 a.m. 

 

Committee Members present: Regents Rice (Chair), Ayer, Blake, Harrell, Zeeck 

Other Regents present: Benoliel, Jaech, Riojas, Tamaki, Zhou 

Others present at the table: President Cauce, Provost Richards, Treasurer Scott, GPSS President Conti, 

Faculty Senate Chair Way 

 

Approval of Minutes and Consent Agenda 

 

Regent Rice announced that, hearing no objections, the minutes from the Committee meeting on June 7, 

were approved, as distributed. 

 

Quarterly Compliance Update (Information) (Item No. F–1) 

 

Monthly Debt Report (Information) (Item No. F–2) 

 

Red Flag Rules – Identity Theft Compliance Program Annual Report (Information) (Item No. F–3) 

 

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

Board’s consent agenda, as distributed. 

 

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, Treasurer of the Board of Regents, reported 

that the past month has been busy, and was crowned by a very successful hosting of the Special Olympics. 

4,000 athletes and 54,000 visitors came to 14 venues, including 39,000 visitors to the opening ceremony 

alone. He thanked volunteers and members of his team. Regent Rice thanked President Cauce for serving as 

a wonderful ambassador for the UW at the events. 

 

Dr. Scott continued that Deloittle Consulting has been chosen as the vendor for implementing Finance 

Transformation. The Treasury Office and UW Medicine are collaborating on Clinical Transformation. 

Regents will hear about deferred maintenance later this morning, but his team is seeking an effective and 

affordable solution. The Campus Master Plan is expected to come before the City Council’s Planning, Land 

Use, and Zoning Committee for the first time on July 18, with the Board’s response to the Council’s 

recommendations expected to be decided at the Board’s October meeting. 
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Approve Amended Debt Management Policy (Action) (Item No. F–5) 

 

Chris Malins, Associate Vice President, Treasury Office, stated there are two kinds of amendments to the 

University’s debt management policy: substantive and cosmetic. Today’s changes are the latter, including 

minor updates to the Internal Lending Program(ILP)/Bridge Loans Program, a new ILP schematic drawing, 

and the replacement of previous financial ratios guiding the policy. 

 

Regent Ayer moved, Regent Harrell seconded, and the Finance and Asset Management Committee 

approved the amended Debt Management Policy, as presented. 

 

See Attachment F–5. 

 

Approve Resolution to Issue General Revenue Obligations for University Projects and Refunding (Action) 

(Item No. F–6) 

 

Bill Starkey, Senior Associate Treasurer, Treasury Office, stated that this annual item requests three actions: 

i) approval of bond issuances from now through July 31, 2019, setting a maximum borrowing for new 

projects at $102 million 

ii) approval of the funding plan for FY2019; and 

iii) delegation to the President or her designee the authority to sign the various bond documents. 

 

It was noted that in addition to the authority to issue bonds being requested by this action, projects must also 

be approved or delegated by the Board before money is spent. It was also noted that the $100 million 

planned issuance is consistent with what was previously discussed with the Board. 

 

The UW currently has $65 million in commercial paper outstanding to fund the Life Sciences Building and 

North Campus Housing IV(a). This will rise to $100 million in August. In the winter, a variable-rate, long-

term bond issue will replace much of this. Plans may change, depending on the needs of initiatives such as 

Clinical Transformation. 

 

Regent Harrell moved, Regent Ayer seconded, and the Finance and Asset Management Committee 

approved the resolution to issue general revenue obligations for University projects and refunding, as 

presented. 

 

See Attachment F–6. 

 

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

 

Mike McCormick, Associate Vice President, Capital Planning & Development, reported that the top three 

projects listed on the report are nearing completion and remain under budget, even in the hottest 

construction market in the country. Willow Hall was used to house athletes participating in the Special 

Olympics. Fundraising is expected to close the gap in funding for the Burke Museum project. There are still 

persistent delays with permitting for the Population Health Facility. Design-build teams are currently being 

selected for the Parrington Hall, Kincaid Hall, and Foster School Expansion projects. Business equity 

indicators are similar to last month’s. 

 

See Attachment F–7. 

 

Health Sciences Education Building: Stage 1 Approval (Action) (Item No. F–8) 

 

Mr. McCormick stated that what had been called the Population Health Education Building has been 

renamed the Health Sciences Education Building to avoid confusion with the Population Health Facility. It 
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is a $90-million, state-supported project targeted at taking pressure off T-Wing classrooms so as to permit 

their renovation. The Legislature appropriated $10 million for predesign work. The proposed site fills in the 

last remaining gap in the ‘wall’ along Pacific Avenue, so ensuring a semi-permeable design, visually or 

otherwise, will be important, as will ensuring adequate light to the new life sciences greenhouses across the 

street. 

 

Peggy Odegard, Associate Dean, School of Pharmacy, said that she has spent more than twenty-five years 

as a learner and a teacher in the T-Wing of the Health Sciences Building. While health sciences education is 

increasingly focused on interprofessional education (IPE), namely, teaching clinicians to work effectively as 

team members immediately upon graduation, classrooms in the T-Wing are not suited to this type of 

education. Ms. Odegard identified IPE as a crucial means of reducing hospital-related adverse outcomes 

resulting from breakdowns in communication or team function. Current teaching space keeps clinical 

education professionally siloed, so she is excited about new classrooms and about new possibilities for 

capturing efficiencies in overlapping healthcare curricula. 

 

Professor Way asked that careful attention be paid to design aspects. 

 

Asked whether the budget includes a maintenance reserve, Mr. McCormick stated that this will be included 

in the Stage 2 proposal when that comes before the Board. 

 

Asked what the UW will do if, as with the Burke Museum project, the state either fails to appropriate or 

delays appropriating funds, Mr. McCormick replied that the project may have to pause or stop. 

 

Regent Zeeck moved, Regent Blake seconded, and the Finance and Asset Management Committee granted 

Stage 1 approval to the Health Sciences Education Building, as presented. 

 

See Attachment F–8. 

 

UW Medicine Clinical Transformation: Approve Project, Budget, and Internal Lending Program (ILP) 

Funding (Action) (Item No. F–9) 

 

Dr. Scott began by thanking the teams from the Treasury Office and from UW Medicine Finance. 

 

Jacqueline Cabe, Chief Financial Officer, UW Medicine, stated that the goal of Clinical Transformation is to 

improve patient care across the continuum of care through more efficient processes. 

 

Brian McCartan, Vice President, Finance, stated that he recommended approval of the project and related 

delegations. He noted that Annette Sommer, Associate Treasurer, Treasury Office, had led due diligence. 

The proposed project should be revenue-positive, but there remain two types of risks: first, concerning the 

scope, schedule, and budget of IT projects; secondly, related to UW Medicine’s Financial Stability Plan, 

known as Project FIT, approved in November 2017, which is currently tracking behind projections. 

Continued close monitoring will be imperative. 

 

Ms. Sommer stated that an ILP loan of $128.4 million is requested. The ILP rate is currently 4.5 percent. 

Remaining funds will come one-third from the revenues of Harborview Medical Center and two-thirds from 

reserves. UW Medicine as a whole is exceeding Project FIT targets but losses of $16 million in Fiscal Year 

(FY) 2018 to date in the Clinical Enterprise and declining net income urge caution. Positive cash flow is 

expected by FY 2022 under various scenarios. If the project budget must change less than 5 percent, the 

School of Medicine and Clinical Enterprise will fund the difference from their reserves. If the change is 

greater than 5 percent, the scope of the project will be adjusted. 
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Aaron Powell, Vice President for UW-IT and CIO, in his oversight role as CIO, observed that the project 

had agile, effective governance, a detailed resource plan, and clear risk mitigation strategies. He thanked the 

UW Medicine IT team, especially Joy Grosser, Chief Information Officer, UW Medicine. 

Regent Harrell appreciates the effort that the Finance & Administration team has put into working with UW 

Medicine to recognize and to articulate the risks of this project. 

 

Regent Harrell moved, Regent Blake seconded, and the Finance and Asset Management Committee 

approved the project, budget, and Internal Lending Program (ILP) funding for UW Medicine Clinical 

Transformation, as presented. 

 

See Attachment F–9. 

 

Advisory Committee on Real Estate (ACRE) Update (Information) (Item No. F–11) 

 

Item F–11 was presented out of order. 

 

Todd Timberlake, Chief Real Estate Officer, reported that Rainier Square excavation is complete. The 

Metropolitan Tract is presently 98 percent leased. At its last meeting, ACRE discussed the University 

District Station Building and explored means of financing it. ACRE is exploring creative funding strategies 

for University District and West Campus projects, given the University’s debt constraints. 

 

Regent Benoliel thanked Mr. Timberlake and the amazing national experts serving on ACRE. He noted that 

turnover of at least two members was expected, as many had served out of personal loyalty to the late 

Jeffrey Brotman. 

 

Asked about the status of the Amazon lease of the new Rainier Tower, Mr. Timberlake replied that 

Amazon.com has not formally notified the UW that it will occupy the building under construction, rather 

than subleasing it. 

 

Deferred Maintenance Update (Information) (Item No. F–10) 

 

Dr. Scott introduced the item. Presenters then talked through the attached slide presentation. 

 

John Chapman, Interim Associate Vice President, Facilities Services, reported that the goal is to move from 

catch up to keep up with maintenance. Much deferred maintenance is driven by poorly constructed buildings 

from the 1940s, 1950s, and 1960s. In older buildings, individual systems may have outlived their useful 

lives, but for mid-century building, the entire structure may have outlived its useful life and, as in the case of 

Mackenzie Hall, it may be preferable to cease maintenance and to build anew. State operating and 

maintenance funding has been flat since 2005. The University has used funds from the Building Account to 

compensate since then. 

 

Mr. McCormick stated that the UW has underinvested in maintenance relative to its peers and relative to a 

sustainable target of approximately $80/square foot of maintenance costs. Above that threshold, national 

data suggests that an institution loses control of renewal projects. If the UW does nothing, by 2047 the 

backlog of deferred maintenance will reach $5.4 billion, more than twice a manageable level of 

approximately $2.5 billion. 

 

Dr. Scott described how peer institutions have addressed backlogs of maintenance. He concluded that good 

data and clear guidelines will be necessary. He recommends rebalancing the capital plan towards deferred 

maintenance and fully funding life-cycle costs at the outset for all new buildings, not just ILP-funded 

buildings. His objective is to bend the cost curve. This problem took forty to fifty years to develop and will 
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take thirty years to address. Deferred maintenance must sit high on the list of the President’s and the 

Provost’s priorities as they build budgets. 

 

Asked about the figure of $80/square foot, Mr. McCormick stated that it originated in a nationwide 

operational database. He continued that it is important to look beyond buildings to systems. Some systems 

will be replaced, but others will not as maintenance on buildings of no historical or architectural merit is 

suspended pending their replacement. Mr. McCormick’s department is in almost monthly contact with the 

City Landmarks Board about this issue. 

 

President Cauce stated that she hoped to see a reinvigoration of the ‘restore the core’ project, but 

emphasized that the UW’s tuition rates are lower than peers’ tuition rates, that its state funding is lower per 

capita than its peers’ state funding, that its aid levels are higher, and that its faculty members’ salaries are 

lower. These are all choices. The UW has compensated for declining state support by deferring maintenance 

and suppressing faculty salaries, in real terms. This is unsustainable. Modernizing human resources, finance, 

and electronic health record systems is a step in the right direction, but such expenditures are part of a 

complex calculus of resources. 

 

Provost Richards observed that the UW is not collecting the true cost of education, but deferring costs to the 

next generation. At other universities, students sometimes approve student fees to address capital costs. 

Regent Zhou observed that this was precisely the case two years ago, when the Provost’s Advisory Council 

for Students recommended that student fees be used to fund the new Life Sciences Building. 

 

Regents Harrell and Tamaki concurred with President Cauce that the current model is unsustainable, 

suggesting that there is occasion here for legislative advocacy. 

 

See Attachment F–10. 

 

Adjourn 

 

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

Management Committee meeting at 11:35 a.m. 

 

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


