
Approved at the meeting of the Committee on December 12, 2019. 

 

MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

 

Thursday, November 14, 2019 

Milgard Assembly Room, William W. Philip Hall, 

UW Tacoma, 1918 Pacific Avenue, Tacoma, WA 98402 

 

Call to Order and Attendance 

 

Committee Chair Regent Riojas called the meeting to order at 9:45 a.m. 

 

Present: Regents Riojas (Chair), Ayer, Benoliel, Jaech, MacPhee (by telephone), Rice (by telephone), 

Suarez, Tamaki, Zeeck; President Cauce, Provost Richards, the Secretary. 

 

Absent: Regent Harrell. 

 

Approval of Minutes 

 

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

10, 2019, were approved, as distributed. 

 

Actions Taken Under Delegated Authority (Information only) (Item No. F–1) 

 

Regent Riojas announced that, hearing no objections, Item F–1 would appear on the full Board’s agenda, as 

distributed. 

 

See Attachment F–1. 

 

Budget and Capital Report (Information only) (Item No. F–2) 

 

Lou Cariello, Vice President, Facilities, reported that there were twelve projects on the capital projects 

scorecard: five in planning and design, and seven under construction or nearing completion. The report will 

shift in coming months as completed projects are retired and new projects come on line. All current projects 

reflect two-stage approvals: the Board has granted Stage 2 approval to eight of twelve; four await Stage 2 

approval: the Bothell STEM 4, Health Sciences Education Building, Behavioral Health Teaching Facility, 

and Foster School Expansion projects. Moving to one-stage approval will entail more stringent funding 

requirements, identifying sources of operation and maintenance costs, and greater discipline early in the 

capital planning process. He is pleased to announce that Mike McCormick, Associate Vice President, 

Capital Planning and Development, has taken on the additional role of University Architect. 

 

The new Burke Museum is almost fully operational. The Hans Rosling Center for Population Health is 

almost fully enclosed. Its tower crane will be dimantled over the coming weekend. Nineteen architectural 

firms submitted proposals for the Bothell STEM project; six have been shortlisted. As University Architect, 

Mr. McCormick will present the candidates to the Architectural Commission at its December meeting to be 

chosen to work with Lease Crutcher Lewis on the project. That nineteen firms applied suggests the success 

of this process. The Behavioral Health Teaching Facility will likewise be constructed through a design-build 

contract, split between Clark Construction and Abbott Construction. Many projects on the capital plan help 
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to address the University’s backlog of deferred maintenance, just as the requirement of funding for new 

operation and maintenance costs prevents that backlog from increasing with each new project. There are few 

changes to the business equity indicators; focus will be on the three projects indicating yellow. 

 

Asked about the Foster School Expansion budget, Mr. Cariello replied that fully funding the incremental 

operation and maintenance costs (beyond those for Mackenzie Hall) amount to $600,000 per year for this 

$75 million project. 

 

Sarah N. Hall, Vice Provost, Planning & Budgeting, summaried core operating budget and self-sustaining 

auxiliary budget trends. The increase in core compensation costs reflects merit increases effective on 

September 1. With respect to self-sustaining auxiliaries, operating expenses are down, more in line with 

Fiscal Year (FY) 2018 than FY19 levels. The FY21 budget call letter goes out Tuesday, kicking off the 

nine-month process of developing the operating budget based on each unit’s five-year projections. She plans 

to update the Board on the Phase 3 allocation model of activity-based budgeting in coming months. Asked 

when this will be, Ms. Hall replied that the May operating budget document will highlight changes. Provost 

Richards added that the budget-development process is a window into the management of the University. 

Decisions are based on modeling the consequences of various choices over multi-year periods. 

 

See Attachment F–2. 

 

School of Dentistry Financial Update (Information only) (Item No. F–3) 

 

Ms. Hall stated that the School of Dentistry’s finance are now stable, and that its financial reporting 

framework will be shifted from the Provost’s Office to the usual, annual framework for internal borrowers 

through the Treasury Office. 

 

Gary Chiodo, Interim Dean, School of Dentistry, informed Regents that the School’s accummulated deficit 

has stopped growing. The School exceeded projections for FY19, in large part through expense reduction. It 

will hold the line on new staff costs in FY20, but expects revenue to continue to increase as the result of 

implementing a continuum-of-care service model. FY19 saw strong philanthropic results, reflecting a 

renewed, positive attitude among alumni and community members toward the School’s future. 

Supplemental funding from the Legislature will enable the expansion of the Dental Education in the Care of 

Persons With Disabilities (DECOD) program to locations across the state. 

 

Chris Malins, Associate Vice President, Treasury, reported that the pediatric dentistry loan has been folded 

into the Internal Lending Program’s (ILP’s) small-borrower framework. It is a $9.7-million, 20-year, fixed-

term loan, with repayment expected through the School’s predicted, slightly positive margin in coming 

years. The accumulated deficit stands at $39.6 million. Asked about long-term plans to address that deficit, 

Ms. Hall stated that the Executive Office of the President and the Provost has agreed to a memorandum of 

understanding with the School of Dentistry whose terms will be revisited in December 2020. The School is 

committeed to repaying this accumulated deficit. 

 

Dean Chiodo stated that the School is strongly focused on increasing clinical revenues and is poised to 

relaunch its faculty practice plan, and to market dentistry services aggressively to UW staff. It will expand 

care for Medicaid patients in its pre-doctoral clinic, where this is most financially sustainable, and benefit 

from expanded state support for safety-net care. 

 

Dean Chiodo was thanked for doing what he promised to do. Asked about morale in the School, he replied 

that students, faculty, staff, and alumni now share a sense of hope about the future. He must maintain 

financial discipline as conditions improve. President Cauce interjected that complaints have stopped coming 

to her office. Others noted that unhappy dentists are no longer coming to offer public comment. 
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Asked how many patients are being served, Dean Chiodo noted that the number of patients declined in 

FY18 and FY19 because of a lack of continuous care. This situation has already begun to improve. 

 

See Attachment F–3. 

 

Finance Transformation Update (Information only) (Item No. F–4) 

 

Brian McCartan, Vice President, Finance, noted that this is one of the President’s and the Provost’s areas of 

strategic focus for the year. The Board granted Stage 1 approval to the project in July 2010. He will be 

requesting Stage 2 approval next month. 

 

Edward J. Loftus, Associate Vice President, Finance Transformation, is preparing for the implementation 

phase to begin in January 2020, should the Board approve further progress next month. His team is focused 

on achieving four goals in order to deliver the project within scope, on schedule, and within budget: first, 

completing technical costing; second, designing the future-state operating model; third, designing the 

foundational data model on which business processes will function; fourth, managing program 

infrastructure. Finance Transformation entails completing three levels of transformation in one step: 

transforming financial reporting processes, integrating a software-as-service tool into an environment of 

multiple legacy, peripheral systems, and changing the University’s operating model for greater efficiency 

and centralization. Considerable uncertainty will remain until prototyping during the implementation phase 

is complete. If the Board grants Stage 2 approval next month, nine months of planning the architecture of 

implementation will run until September 2020. This will be followed by configuration and prototyping 

through June 2021, with testing proceeding until go-live on July 1, 2022. A second deployment in 

November 2022 is planned, when the annual budget call will go out through the new system for the first 

time. There will be a nine-month, post-deployment stabilization phase. 

 

$269 million is an all-in cost estimate. This includes internal staffing costs, unlike the estimates for similar 

projects at peer institutions. There is a robust, evolving governance structure. Mr. Loftus believes the 

organizational change component to be the most important aspect of this project for success. He feels the 

top three risks to be staffing and resource challenges, the technical impact of implementation on peripheral 

systems, and potential remediation. Mr. McCartan noted that the three unmitigated risks listed on the second 

attachment to the item cover cannot be mitigated until the implementation phase, noting that the impact of 

implementation on crucial legacy systems such as the Student Database will be unknown until testing 

begins. He may return to the Board after the architecture phase to request additional funding for increased 

mitigation or remediation costs. 

 

Anna Brannen, Bluecrane Solutions, explained that she is the state-required quality assurance consultant. 

Her readiness assessment is attached. She recommends allowing the project to move forward: the Finance 

Transformation team has accomplished promised tasks; the benchmarking study revealed further 

opportunities for efficiencies and improvement; and the project budget is very comprehensive. Ms. Brannen 

noted that most enterprise resource management projects fail to account so comprehensively for costs, 

leading to repeated schedule delays and cost increases. She recommends repeated check-ins on the project’s 

status, both for the President and the Provost and for the Board. 

 

Asked about the new Workday functions being development for the UW, as described at a previous 

meeting, Mr. McCartan stated that the grant-management and supply-chain functions required for tracking 

the UW’s considerable research enterprise and for managing UW Medicine’s supply chain were not 

adequate to meet the UW’s needs in 2018. However, Workday has since closed the functionality gap. Mr. 

Loftus added that UW Medicine has found current versions of Workday adequate, and that the current 

grant-management system may have to be retained for a time. 

 



MINUTES – Finance and Asset Management Committee Meeting on November 14, 2019 Page 4 

Some expressed appreciation for clear disclosure of known unknowns. Asked about labor costs, Mr. 

McCartan clarified that the cost estimate includes all new staff, but does not include the cost of existing staff 

who, like him, will spend a portion or much of their time on implementation. 

 

Asked whether it might be possible to provide a risk matrix at the next presentation, Mr. McCartan replied 

that he can provide that. 

 

Asked whether there might be an irresistible expansion of scope between Wave 1 and Wave 2 

implementation in July and November 2022, Mr. McCartan stated that the November 2022 deployment 

properly signifies the first use of Workday Finance in the budget development process. However, because 

Workday is a product that is updated every six months, change will be a constant. Changes will be evaluated 

through the Workday governance platform. Wave 3 could well entail the adoption of Workday to replace 

the current, legacy Student Database. 

 

Provost Richards concluded discussion by stating that he is preoccupied by two risks: first, that failure to 

recruit sufficient staff will delay implementation, and increase project cost; secondly, that the magnitude of 

necessary structural change has been underestimated. 

 

See Attachment F–4. 

 

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

 

Regent Zeeck, Audit Advisory Committee Chair, suggested that it might be appropriate to spend one minute 

on each of 409 pages of materials reviewed by the Audit Advisory Committee in preparation for yesterday’s 

meeting, at which the committee reviewed the financial statements for UW Medicine and for the UW as a 

whole. KPMG, the auditor, issued clean opinions for both entities, a remarkable achievement for two 

organizations of such size and complexity. Regent Zeeck praised the quality of staff work and the excellent 

partnership with KPMG. The committee made many suggestions about and requested helpful changes to the 

statements and how they are received. It recommends that the Board accept both. It also recommends 

acceptance of the 2020 Internal Audit Plan, which will be presented to the Board next month in order to 

allow staff to make changes requested by the committee. 

 

Asked whether the committee met independently with KPMG, Regent Zeeck affirmed that the meeting 

concluded with a closed discussion of the financial statements with the auditors. He thanked Jacqueline 

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

schedule of UW Medicine’s financial reporting to the Board of Regents and its advisory bodies from 

February to November. 

 

See Attachment F–5. 

 

Approve 2019 Audited Financial Statements and Report (Action) (Item No. F–6) 

 

Mr. McCartan recommended acceptance of the 2019 audited financial statements and report for the 

University, and recognition of the issuance of financial statements for UW Medicine. 

 

Ms. Cabe informed Regents that UW Medicine’s annual financial report demonstrates that its financial 

position is improving, with $101 million in net income and a 1.7-percent margin in FY19. This is an 

improvement on FY18 (break-even) and on FY17 (a $75 million loss) performance. UW Medicine’s 

Financial Stability Plan, known as Project FIT, in effect since FY18, targets improved financial performance 

through a balanced approach to revenue generation and cost savings. 
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Asked about the fate of Northwest Hospital’s liabilities to the University, Ms. Cabe replied that the 

Northwest Hospital payable would be assumed by UW Medical Center upon integration on January 1, 2020. 

It is shown on UW Medicine’s balance sheet, and will be included in its long-term financial plan. 

Repayment arrangements are under discussion. 

 

Mr. McCartan summarized the charts in the third attachment to the item cover, noting that the auditors 

found control deficiency at Portage Bay Insurance Company. The UW had solid operating results in FY19. 

Net operating income has decreased to the bottom of a sustainable range, reflecting the impact of last year’s 

changes by the Governmental Accounting Standards Board (GASB). The University’s slight operating 

deficit is offset each year by non-operating revenues, primarily endowment returns, which are slowing. The 

past two years have demonstrated the positive impact of cost containment on the University’s balance sheet, 

but holding staff compensation increases to approximately 2 percent may be unsustainable over the long 

term. In sum, the University has a solid foundation upon which to make necessary changes. 

 

Asked how UW Medicine could have approximately $5.8 million in revenue on the UW Medicine Financial 

Report, and the University $5.5 million according to its financial statements, Mr. McCartan noted that 

Valley Medical Center and Harborview Center, as well as certain costs eliminated from the consolidated 

financial statements, are included on UW Medicine’s income statement. These are elimated from the 

University’s consolidated financial statements. He can follow up with further explanation, if requested. 

 

Regent Tamaki moved, Regent Benoliel seconded, and the Finance and Asset Management Committee 

approved the 2019 audited financial statements and report, as presented. 

 

See Attachment F–6. 

 

Foster School Expansion: Stage 2 Approval (Action) (Item No. F–7) 

Approve the Naming of the Foster School Expansion (Action) (Item No. F–8) 

 

Regent Riojas announced that Item Nos. F–7 and F–8 would be approved together. 

 

Mr. Cariello recommended approval of a $75.1 million project budget, including approval of an up to $32 

million Bridge loan and delegation of authority. This project will reduce the burden of deferred maintenance 

on campus in two ways: first, it will replace Mackenzie Hall; secondly, it includes provision for funding the 

additional operation and maintenance costs of the new building. He concluded by noting that there is 

increasing pressure on the Bridge Program because of frequent recourse to Bridge loans for donor-funded 

projects. 

 

Mike McCormick, Associate Vice President, Capital Planning and Development, stated that this 84,000-

square foot project will enhance the northern edge of Denny Yard. It will be constructed of heavy timber 

and cross-laminated timber at a cost of $70 to $75 million and will be wholly donor-funded. It exceeds code 

requirements for energy- and water-efficiency. Demolition of Mackenzie Hall will begin after Spring Break, 

after existing occupants have been relocated to Condon Hall. 

 

Annette Sommer, Senior Associate Treasurer, reported on the Treasury Office’s due diligence on interest 

costs, donor pledges, the payment schedule, and the size of the Bridge loan. This is not an additional 

funding source for the project but a loan to cover a timing gap between construction and fulfillment of donor 

pledges. The loan will be funded by ILP balances and has a maximum amount of $32 million. The loan will 

likely stand at that maximum amount for three months, before a swift reduction as pledges come in. It must 

be repaid by November 2024 and the Foster School must maintain $2 million in unrestricted reserves for the 

term of the loan. 
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Frank Hodge, Dean, Foster School of Business, reminded the Board that the rebuilding of the Foster School 

began twenty years ago with plans for a single, large building. Rather than one large building, the School 

chose to build incrementally. Today it requests approval for the construction of the last of three new 

buildings: Paccar Hall in 2010, Dempsey Hall in 2012, and now Founders Hall will complete this 

reconstruction. These three buildings have been built through a total of $100 million in donor funding. 

Rather than securing a single major donor, Founders Hall has been funded through a consortium of founding 

donors, each of whom has pledged $5 million or more. The initial target was eight founders; ten chose to 

participate at this level. 

 

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

Stage 2 approval to the Foster School Expansion and approved its naming as Founders Hall, as presented. 

 

See Attachments F–7 and F–8. 

 

UW Tacoma Academic Innovation Building: Stage 1 Approval (Action) (Item No. F–9) 

 

Mr. Cariello requested a pre-construction budget of $4 million from the Building Account, delegation of 

authority, and selection of a site for this project. An appropriation of $36 million is expected from the 

Legislature, to be supplemented by $10 million in donor funds, of which $7 million is currently pledged, 

and of which $2.9 million is cash-in-hand. The University is requesting state funding for operation and 

maintenance costs. Failing that, UW Tacoma will fund these new costs. 

 

Mr. McCormick stated that this is an exciting project, helping the Tacoma campus to expand uphill and 

providing added space for the Milgard School of Business and the School of Engineering and Technology. 

The site will be arranged so that a future phase could accommodate another building. 

 

Chancellor Pagano believes this to be a game-changer for UW Tacoma, its first wholly new building since 

2002. The campus’s two fastest-growing schools gain new space, freeing up space for other programs in 

their former locations. The use of cross-laminated timber is exciting. 

 

Asked how a single-stage project approval would have differed from this item, Mr. Cariello replied that the 

project scope and funding plan would already have been fully defined and confirmed, rather than being 

deferred to Stage 2 approval. He will describe the new capital planning process next month. Mr. 

McCormick stated that the new process will make the University’s requests to the state more predictable, 

both because they will be more developed and because they will include plans for the event that the state 

fails to allocate funds for a given project. 

 

Asked about potential for expanded enrollment, Chancellor Pagano replied that UW Tacoma has engaged a 

consultant to undertake a space audit. When the building opens in three years, he expects considerable 

capacity for expansion. 

 

Regent Tamaki moved, Regent Suarez seconded, and the Finance and Asset Management Committee 

granted Stage 1 approval to the UW Tacoma Academic Innovation Building, as presented. 

 

See Attachment F–9. 

 

Approve the Naming of the UW Tacoma Academic Innovation Building (Action) (Item No. F–10) 

 

Chancellor Pagano described the tremendous, positive impact of the Milgard family on UW Tacoma. Joshua 

Knudson, Vice Chancellor for Advancement, elaborated upon the support of James A. and Carolyn Milgard 

and the late Gary E. and Carol Milgard, now represented by their family foundation. After the sale of 
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Milgard Windows in 2003, the family has made repeated, transformative investments in UW Tacoma. Their 

gifts to this project merit recognition by the recommended naming. 

 

Regent Zeeck moved, Regent Ayer seconded, and the Finance and Asset Management Committee approved 

naming the UW Tacoma Academic Innovation Building Milgard Hall. 

 

See Attachment F–10. 

 

Adjourn 

 

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

Management Committee meeting at 11:43 a.m. 

 

  Approved at the meeting of the Committee on December 12, 2019. 


