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School of Dentistry – Approval of Financial Stability Plan 
 
RECOMMENDED ACTION 
 
It is the recommendation of the administration and the Finance and Asset 
Management Committee that the Board of Regents approve the School of 
Dentistry Financial Stability Plan. 
 
BACKGROUND 
 
Founded in 1945, the School of Dentistry has long been acknowledged as a 
national and global leader in oral health.  Firmly grounded in a foundation of 
basic and applied science, the School focuses on wide-ranging research in 
evidence-based dentistry, dental materials, oral biology, oral medicine, behavioral 
science and other disciplines. 
 
In 2007, the School of Dentistry partnered with Children’s Hospital and Regional 
Medical Center (Children’s) to open a pediatric dentistry clinic in the Washington 
Dental Services (WDS) Building.  The project’s goal was to improve outcomes in 
childhood oral health by implementing new clinical methods, expanding clinical 
services, and providing greater visibility and accessibility to the community.  The 
partnership dissolved in 2013. 
 
In addition to other funding, the School of Dentistry received an Internal Lending 
Program (ILP) loan of $12.3 million in 2009 to finance renovations to the WDS 
Building.  There is a current ILP balance of $10.6 million.  The financing 
agreement included a 1.25x debt service coverage minimum.  This requirement 
has not been met. 
 
The School of Dentistry has accumulated a deficit of $29 million as of 
December 31, 2015, related to its self-sustaining clinical operations.  Of that 
amount, $17 million is associated with the Department of Pediatric Dentistry and 
its clinical operations in the WDS Building.  An additional $12 million of the 
deficit is associated with operating losses associated with the School’s other 
clinical and self-sustaining operations.  
 
BUSINESS CASE 
 
The School of Dentistry in collaboration with the Offices of Planning and 
Budgeting and Treasury created a Financial Stability Plan that halts the growing 
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deficit associated with the School’s clinical operations in FY 2017.  The School of 
Dentistry has updated its five year proforma to reflect the new business plan.  
 
FINANCING PLAN 
 
The School of Dentistry is committing to a zero bottom line beginning FY 2017. 
This will be accomplished through revenue enhancements, expense reductions, 
reorganizations, and space optimization.  In addition, a comprehensive review of 
the departments and clinical operations will be conducted by the School.  The 
Department of Oral Surgery’s Faculty Practice will re-locate to the WDS Building 
and the School will make space available in the Magnuson Health Sciences 
Center for other non-dental revenue generating enterprises.   
 
The School of Dentistry will report on the progress of this plan semi-annually 
beginning in October 2016. 
 
ADMINISTRATIVE REVIEWS AND APPROVALS 
 
The Financial Stability Plan has been reviewed and approved by the Senior Vice 
President for Planning and Management, the Interim Vice President for Finance 
and Facilities, and the Associate Vice President for Treasury. 
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Executive Summary 

> The School of Dentistry has not met its internal loan covenants

– The loan is associated with the buildout of the Washington Dental Service 
(WDS) Building.  The outstanding balance is $10.6 million as of 12/31/15. 

– The total deficit for the School has grown to $29 million as of 12/31/15:
> $17 million is associated with the Department of Pediatric Dentistry
> $12 million is associated with the School’s other clinical and self-

sustaining operations

> The School of Dentistry in collaboration with the Offices of Planning and 
Budgeting (OPB) and Treasury created a Financial Stability Plan (FSP) that 
halts the growing deficit associated with the School’s clinical operations:

– $3.5 million in expense reductions beginning in FY16
– $1.7 million in revenue enhancements beginning in FY17
– $1.5 million one-time grant in FY17
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School of Dentistry
> Founded in 1945, the School of Dentistry (SOD) has long been 

acknowledged as a national and global leader in oral health 

̶ The only dental school in the states of Washington, Wyoming, Alaska, 
Montana and Idaho (WWAMI)

̶ Produced more than 4,000 dentists since inception
̶ The SOD consists of 8 departments covering most dental specialties
̶ There are 16 physical clinics within the School operating 25 student 

programs or faculty practices
̶ There are 251 pre-doctoral students and 58 post-doctoral students
̶ More than 95,000 patient visits in FY2015
̶ Provides dental care for those who otherwise would have barriers to 

accessing quality health services

> In 2010, the Washington Dental Services (WDS) Building became the home 
of the Department of Pediatric Dentistry. The Department is a leader in 
pediatric dental education and research whose mission is to reduce the 
incidence of preventable dental disease among our children.
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WDS Building
> In 2007, the University partnered with Children’s Hospital and Medical Center 

(Children’s) to build a pediatric dentistry clinic at Sand Point to:

– Increase capacity for the School to effectively meet its service mission
– Improve visibility and access to the community
– Expand the partnership with Children’s
– Generate adequate revenues to support the cost of providing service

> Funding was approved by the Board of Regents on November 20, 2008
– Combination of debt and equity

4

Sources of funds

Washington Dental Service contribution $5,000,000

Children’s Hospital contribution 1,000,000

Internal Lending Program (ILP) loan 11,339,697

Equipment loan 2,621,017

Total Sources of Funds $19,960,714
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Principal Causes for Deficits

> The cost structure for the School of Dentistry is heavily weighted on the 
clinical practice component

> The use of Apple Health (Medicaid) has shifted payor mix from primarily 
self-pay and private insurance to >50% Apple Health in pre-doctoral and 
some post-doctoral clinics

> The assumptions in the original WDS Building proforma for the pediatric 
dentistry clinic are no longer valid:

– Apple Health reimbursements do not cover the costs of service

– The payor mix in the Department of Pediatric Dentistry is 80% Apple Health 
and 20% private insurance and self-pay

– Patient volumes did not materialize 

– The operating partnership with Children’s Hospital dissolved in FY13
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WDS Building Proforma vs. Actual

FY08 Proforma* FY15 Actual

Apple Health Reimbursement Rate 60% 35%

Private Insurance Reimbursement Rate 100% 70%
Annual Visits 40,084 21,266
Percentage of Restorative/Surgical
Visits 30% 10%

Dental Surgery Center Children's Hospital 
rooms with Facility Fee

Department operating 1 
with no Facility Fee

Annual Revenue $13.4 Million $3 Million

Annual Operating Margin $3.5 Million -$3.6 Million
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* These are the 2008 assumptions for 2015

2008 Proforma was based on the projected revenues and expenses 
of the new pediatric dentistry clinic

F–1.1/204-16 
4/14/16



Performance Initiatives 2010 - Present
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Date Initiative Result

2010 OPB identified and communicated to the School Reports were designed to monitor clinic operations

2011 OPB increased outreach efforts to the School SOD began to explore process improvements

2012 Identified key processes to define and/or refine First deficit reduction plan submitted

2013 SOD centralized purchasing to standardize supplies and 
materials Consolidated suppliers and standardized items

2014 OPB and SOD began tracking patient mix and volume OPB recommended changes to fee structure, billing and 
centralizing administrative operations

2014 SOD centralized billing operations across school Days in AR reduced by 43%,
% of open line items improved by  46%

2014 SOD implemented a new patient intake process to 
reduce time from first contact to treatment start Reduced time from 12 weeks to 4 weeks

2015 Implement third year clerkship clinic model Increased new patient numbers, visits, treatments, 
production

2015 Established agreement with Intercollegiate Athletics to 
provide dental services to student athletes Began seeing patients in 12/2015

2016 Internal Audit reviewed the controls the Pediatric 
Dentistry Clinic

Revealed six findings that will be resolved in the next 
twelve months
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SOD Treatment Charges and Operating Margin
Projected Fiscal Year 2016

Payor Patient Charges Revenue Expenses Operating 

Apple Health 50% $14,357 $5,260 $10,054 -91%

Private 25% $7,140 $5,250 $5,027 4.2%

Self Pay 25% $7,257 $6,583 $5,027 23.6%
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Half the projected charges in FY16 will be paid by Apple Health, which 
does not fully cover the cost of care

Dollars in thousands
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FSP Objectives

> UW is committed to SOD’s mission of providing consistent high 
quality care for patients and exceptional training opportunities for 
students

> The current SOD clinic model is not sustainable. In order to 
continue this important service to our students, community and the 
state of Washington, SOD must reach long-term solvency 

> To reach a financial steady-state, a multi-pronged approach is 
necessary:

– Leveraging external partnerships
– Decreasing costs and increasing revenue 
– Optimizing SOD’s space 

F–1.1/204-16 
4/14/16



FSP Performance Improvement Initiatives

> Implement new clinic teaching model
– Increase patient volumes

> Improve patient intake process
– Streamline scheduling
– Increase new patient numbers

> Consolidate clinical operations
– Better utilization of space and resources

> Department by department budget review
– Centralize budget management 
– Control expenditures
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SOD Revenue Enhancements and Expense Reductions
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Revenue Enhancements Expense Reductions
˃ Commitment from Seattle Children's Hospital for a one 

time $1.5M grant payable in FY17

˃ Increase patient visits in FY16 to 103,000 and FY17 to 
110,000 

˃ Increase the number of self-pay and insurance patients by 
15% in FY17

˃ Increase revenue generated by Oral Surgery Faculty 
Practice and move it to the WDS Building

˃ Explore Federal Qualified Health Center (FQHC)
status/partnership for The Center of Pediatric Dentistry

˃ $3.5 million in permanent expense reductions phased in 
FY16 - FY17

˃ Faculty hires will be approved on a 1:3 ratio (one new hire 
to every three faculty retirement/resignation)

˃ Refinanced $1.4 million balance on equipment loan

˃ Employ a streamlined clinic model in the Center for 
Pediatric Dentistry 

˃ Consolidate and integrate clinic staffing 

˃ Restructure the Faculty Practice Plan

SOD is committing to a zero bottom line beginning FY17
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SOD Proforma
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FY2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Beginning Balance -13,186 -18,779 -23,417 -28,465 -27,336 -27,328 -26,953

Total Clinical Revenue 13,637 15,341 16,380 19,561 18,997 19,459 19,934
Total Clinical Expenses 17,921 18,686 20,108 17,213 17,768 18,325 18,900
Clinical Operating Income -4,285 -3,345 -3,728 2,349 1,229 1,133 1,033

Total Debt Service 1,308 1,293 1,319 1,220 1,220 758 716
Cash Flow Net Debt Service -5,592 -4,639 -5,047 1,128 9 375 317

Ending Balance -18,779 -23,417 -28,465 -27,336 -27,328 -26,953 -26,636

Net Revenue % change -20% 11% 6% 16% -3% 2% 2%
Operating Expenses % change 8% 4% 7% -17% 3% 3% 3%

Actual Projected

School of Dentistry Clinics 

(dollars in thousands)
Business Improvement PlanProforma

Non-clinical activities excluded from the proforma
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Metrics

(1) Before debt service
(2) Percentage reimbursement for charges billed

Actual Projected

Metric FY14 FY15 FY16 FY17 FY18 FY19 FY20

Operating Margin(1) -31% -22% -23% 12% 6% 6% 5%

Debt Service -3.3 -2.6 -2.8 1.9 1.0 1.5 1.4

Change in Patient 5% 7% 8% 7% 3% 2% 2%

Reimbursement Rate(2) 64% 57% 55% 57% 59% 59% 59%
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SOD will track actual financial performance against the following key 
indicators through its Semi-Annual Borrower Report:
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Recommendation for SOD
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> Adopt the Financial Stability Plan presented by the SOD to 
include:

– Revenue enhancements and expense reductions
– Measuring financial performance against new metrics and targets

– Debt service coverage minimum 1.0X for FY17 – FY 22, 1.25x planning 
coverage

– No reserve covenants for FY17 – FY 22
– Will revisit debt covenants in 5 years

– Adopting a zero bottom line beginning  FY17
– Broadening the proforma to the School of Dentistry
– Providing Semi-Annual Borrowers Reports to the Board
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Next Steps and Future Reporting

> Conduct a review of departments and clinics for additional 
operational efficiencies 

> Centralize budget management

> Consolidate clinic operations

> Present a Semi-Annual Borrower Report (SABRe) in October

– Update on progress of the revenue enhancements and cost 
reductions

Though we have a clear strategy, we have more work to do in 
the medium- to long-term in order to maintain this important 
service to our community
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