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Finance, Budget, and Capital Report 
 
INFORMATION 
 
This item is being presented for information only. 
 
BACKGROUND  
 
This item is a standing monthly agenda item. This month, for the first time, the 
report will include an update on the University’s budget process from Vice 
Provost Sarah Hall. 
 
The Monthly Debt Report provided by the Treasury Office and the Capital Report 
provided by Capital Planning and Development stand. The Monthly Debt Report 
will be discussed quarterly, or as requested by the Board. 
 
The Business Equity Scorecard will not appear this month, reflecting Regents’ 
requests last month. In the interim, while Capital Planning and Development 
creates a scorecard reflecting change over time, the Board will review the 
Business Equity Dashboard for the Population Health Facility project. 
 
 
Attachments 
1. Monthly Debt Report – March 2019 
2. Office of Planning & Budgeting Annual Review Process 
3. Active Capital Projects Summary as of February 20, 2019 
4. Population Health Facility – Business Equity Dashboard 
 



100$          

154            

Remaining Debt Capacity (FY 2020-2023) 246            

Total Debt Funding 500$          

(1) 80/20 weighting between the tax-exempt and taxable 30-year interest rates to illustrate the University's portfolio 
    (assumes 5% coupons and a 10-year par call for the tax-exempt bonds)
(2) Reflects the impact of the 2019A General Revenue Bond
(3) Includes a $25 million commercial paper repayment 
(4) Estimated maturity for 2019A bonds. The University maintains flexibility to amortize principal 

FY 2019-2023 (in millions)

Authorized FY 2019 Issuance (A)

Board Approved Projects (B)

Long-Term Credit Rating: Aaa/AA+
Internal Lending Rate: 4.50%

Weighted Average Cost of Debt: 3.53% 

Recent Events
 As of March 1st, the University's estimated borrowing cost was 3.875% (1). Since the beginning of the year, long-term interest rates 

have  been static, with 10- and 30-year treasuries trading in a range of only 0.05% from their current levels of 2.65% and 3.02%, 
respectively. The yield curve is very flat, with just 0.73% separating the 1-month LIBOR rate (2.39%) from the 30-year treasury rate 
(3.02%)

 $100 million of commercial paper was retired in February with proceeds from 2019A General Revenue Bonds. Currently, there is no 
outstanding commercial paper

 Through June 2019, the University plans to issue $25 million in commercial paper to fund approved projects

Estimated Future Funding
 A revised estimate of debt capacity was presented to the Board 

in May 2018. This analysis indicated $500 million in debt 
capacity (roughly equal to principal expected to be repaid FY19-
23)

 Debt capacity estimates will be revised and presented to the 
Board in June of 2019

 Additional capacity from the Capital Assets Pool is recalculated 
quarterly as the value of the Invested Funds (IF) changes and 
principal owed to the CAP is repaid. As of 12/31/2018, the 
available capacity was $109 million 

 Short-term equipment financing has minimal impact on 
capacity

External Debt Portfolio

ILP Debt, 
76%

Non-ILP 
Debt, 24%

Variable, 4%

Fixed, 
96%

Annual Debt Service

 The University has $2,376 million (2) of external debt outstanding as of February 28th, 2019. 
This is lower than the previous report ($2,383 million as of 12/31/2018) due to principal 
repayments of $7 million

 The weighted average cost of debt is 3.53%

 Between 2008 and 2014 outstanding debt grew by 13% annually. From 2015 through 2018, 
the annual growth rate slowed to 5%. Debt has not materially grown since 2017 and 
outstanding debt is projected to remain stable through 2023 

 $135 million of internal funding from the CAP is excluded from the external debt portfolio

Monthly Debt Report
March 2019

(A) Authorized projects include HFS Phase 4a and Life Sciences
(B) Estimated. Authorized projects include Destination One and NWH 
Childbirth Center
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(1) Includes 2019A General Revenue Bonds
(2) Peer ratios updated to reflect FY18 data where available

Long-Term Credit Rating: Aaa/AA+
Internal Lending Rate: 4.50%

Weighted Average Cost of Debt: 3.53%

Debt Dashboard
March 2019

 The University's debt portfolio is well positioned compared to credit peer institutions based on key credit and debt portfolio metrics

 The current weighted average cost of the University's debt portfolio is 3.53%, including the 2019A General Revenue Bonds. The
University's average debt duration is slightly longer than credit peers which contributes to a slightly higher carrying cost of debt

 After a period of increased debt issuance by the University during years of historically low interest rates, credit peer institutions now 
outpace the University in terms of debt issuance

 Compared to credit peers, the University scores highly in market position but is less strong in financial resources and operations

 The University is highly rated at Aaa/AA+, this highlights the significant boost the rating agencies give to the University's size and 
scope, as well as to qualitative factors including strategic positioning, fiscal oversight, and governance

Peer Comparison Highlights

Credit Peer Group
 The University's credit peer group includes public universities rated Aa2 or higher by Moody's with over $1 billion in annual revenue 

and more than 10% exposure to health care. Statewide systems are excluded

 Current credit peer institutions include U Michigan, Virginia, UNC Chapel Hill, Ohio State, Penn State, U Colorado, U Utah, U Iowa, U 
Kentucky, and U Alabama at Birmingham

 Moody's rates 271 public universities with an A-rating or higher

Key Credit Metrics (1)(2)Key Debt Portfolio Metrics (1)(2)
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OFFICE OF PLANNING & BUDGETING 

ANNUAL REVIEW PROCESS 

WHAT IS THE ANNUAL REVIEW PROCESS? 
 
The Annual Review process is a nine-month budget development and holistic assessment effort that involves deans, faculty, 
staff, and students. Through this process, the Provost and President work to identify and fund institutional and unit-specific 
strategic goals and address resource constraints. This process also serves as an early warning system to identify and address 
potential deficits within units (i.e. schools, colleges, campuses, and major Seattle administrative offices). The first step is for all 
units to complete a suite of materials in preparation for annual review meetings. Reports were due February 1 and meetings will 
be held in late March and early April. The end result will be a new UW operating budget for the Board of Regents’ consideration.  
 

 
WHAT IS THE GOAL? 

 
 
Our overriding priority is academic excellence. The Annual 
Review process allows the Provost and President to ask 
units how they are aligning their unit-level use of 
resources with strategic plans and the University’s 
priorities.   
 
It also allows the Provost and the Office of Planning & 
Budgeting (OPB) to review the interplay between 
Activity Based Budgeting (ABB), each unit’s long-range 
financial plans, and institutional-level goals.  
 
Throughout this process, OPB will continue its work to 
identify, analyze, and resolve existing and forecasted 
deficits within the funds it monitors, as part of the 
Provost’s overall efforts to ensure that all units are 
operating within the available budget. 
 
 

 

 

 
WHAT DO WE ASK FOR? 

 
 
• Quantitative and qualitative information in 

connection with strategic plans and goals, such as 
how those goals could result in material changes to 
revenues or expenditures, faculty or staff workload, 
student experience, and space assignments. 
 

• Three years of actual budget authority, revenue, and 
expenditure data and five years of detailed financial 
plans, accompanied by questions about overall 
financial health and efforts to improve financial 
position.  

 
• Student and employee growth or contraction 

summaries, along with employee hiring trends, 
strategies, and recruitment or retention challenges. 

 
• Updated carryover (reserve) spending plans with 

new estimates, and an explanation of changes.  
 

• Tuition rate recommendations, justified by the use of 
incremental revenue, peer comparisons, considerations 
for student debt, and a “no increase” scenario.   
 

• Confirmation of student and faculty consultation 
regarding tuition increases and the overall annual 
review submission.  

Sept/Oct: Templates 
Developed

Nov 16: 
Templates Sent

Feb 1: 
Responses Due

Feb/Mar: OPB Analysis

Mar: Unit Meetings 
w/ Provost

May/Jun: Presentation of 
UW Operating Budget

31,000 
DATA POINTS COLLECTED BY OPB DURING THE FY20 

ANNUAL REVIEW PROCESS 
 

WE ARE HERE 
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OFFICE OF PLANNING & BUDGETING 
 

WHAT HAPPENS WITH THE DATA? 
 

 
In the FY20 process thus far, OPB has received over 31,000 
data points.  In conjunction with additional financial analysis 
performed by OPB, these data feed an interactive model 
to enable fine-grain scenario modeling. This OPB model is 
driven by over 70 variables and is used to: 
 
• Forecast compensation and other expense increases 

against estimated net new revenue. 
 

• Inform decisions about salary increases and allocation 
of limited central resources for strategic needs. 
 

• Support efforts to proactively assess how fiscal 
pressures and assumptions affect unit-level budgets 
and to proactively identify and resolve potential 
overspending of available resources. 

 
 

WHAT ARE THE INITIAL FINDINGS? 
 

 
Global Findings: 
• Unit level budget processes vary, but are robust and 

inclusive of constituent feedback. 
• Market pressures and high cost of living continue to be 

on the forefront of campus unit concerns. 
• Deferred maintenance continues to cause concern. 
• Creative, manual workarounds are necessary to meet 

business needs and obtain real time, actionable 
information out of our current financial system. 
 

Academic units: 
• Shifts in market demands require strategic investment 

to keep up with trends. 
• Insufficient funding hinders ability to compete with 

national faculty compensation trends. 
• Some units indicate they are reaching the limits on 

their ability to “stretch the dollar” to support growing 
programmatic and infrastructure needs. 

 
Administrative units: 
• Research & innovation:  Diversification of external 

funding sources continues to be a priority and 
technology is being leveraged to increase capacity and 
support core functions within constrained resources. 

• Student Support:  To better serve student needs, units 
are realigning operational priorities and processes and 
making efficiency improvements.   

• Infrastructure:  To continue delivering core services to 
with constrained resources, shared service centers are 
being developed and improved.  

WHAT HAVE WE IMPROVED? 
 

 
To minimize the burden on unit administrators, OPB sought 
to keep the format and content as consistent with last year 
as possible. Instead, OPB focused on incremental 
improvements, incorporating feedback received from 
campus over the summer in an effort to save units, and 
OPB, time and energy.   
 
Improvements included: 

 
• Moving the submissions to an online survey tool, in 

order to leverage technology to perform thematic 
analysis of narratives, maintain stronger version 
control, and accommodate updates. 
 

• Providing enhanced technical and nontechnical 
process guides, making questions clearer and 
conducting more outreach in order to limit the 
number of follow-up questions by units and OPB.  
 

• Streamlining many aspects of the fiscal reports, so 
unit administrators could spend less time on data 
confirmation and OPB could spend less time 
performing data entry/data manipulation and more 
time analyzing the data. 

 
 

WHAT’S NEXT? 
 

 
During March, the Provost and OPB leadership are 
meeting with each unit to discuss Annual Review 
submissions.  Conversations will focus on use of scarce 
resources, plans to address obstacles and improve financial 
health, and expectations for growth, and request for tuition 
increases and central resources. 
 
Meanwhile, OPB will be incorporating tuition 
recommendations, enrollment projections, staffing 
assumptions, and financial data into interactive models 
that will form the basis of the University’s FY20 
Operating Budget. Those interactive models will also guide 
decisions regarding the deployment of central resources 
to address critical needs.   
 
The Provost and OPB will bring the University’s preliminary 
FY20 Operating Budget to the Board of Regents in May, with 
a final action item in June.   
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UW Facilities Active Capital Projects Summary
as of February 20, 2019

Project Name Financial Details Schedule Project Health Trending 

Budget Forecast
Funding 

Committed
Target Forecast Budget Funding Schedule Safety

Seismic Improvements - Phase 1  
Schacht/Aslani Architects/CLARKCONS $17.60 $17.60 $17.60 9/19 9/19 

* * * *

New Burke Museum  
Olson Kundig/Skanska $82.80 $82.74 $82.80 10/19 10/19 

* * * *

Kincaid Hall Psychology Renovation 

2017-2023  
Perkins+Will/Skanska $30.00 $33.70 $30.00 6/20 6/20 

(1) * * *

Population Health Facility 

Miller Hull Partnership/LCL $230.84 $229.71 $230.84 7/20 7/20 

* * * *

NCH Phase IV(b): Denny Field, Haggett 

& Oak Halls  
Kieran Timberlake/Absher $65.50 $65.50 $65.50 7/21 7/20 

* * * *

Parrington Hall Renovation  
INTEGRUS Architecture, PS/Absher $20.00 $23.80 $19.40 7/20 7/20 

(2) * * *

HFS Stevens Court Exterior Enclosure 

Rehabilitation Phase 2  
RDH Building Sciences Inc./ $9.30 $9.31 $9.30 9/20 9/20 

* * * *

Northwest Hospital Childbirth Center  
Zimmer Gunsul Frasca Architects/ABBOTT $25.00 $25.00 $25.00 9/20 9/20 

* * * *

Foster School Expansion 

LMN Architects/Hoffman $70.00 $70.00 $55.00 8/21 8/21 

* * * *

Health Sciences Education Building 

Miller Hull Partnership/LCL $80.62 $80.62 $10.62 3/22 3/22 

* (3) * *

Totals $656.16 $637.98 $536.76 

$ All Dollars in Millions 

Targets Legend 

Budget: Budget is equal to or greater than Forecast (1% Tolerance) Meeting Target 

Funding: Funding and cashflow as planned Not Meeting Target, Plan in Place 

Schedule: Forecast is equal to or sooner than Target Not Meeting Target, No recovery Plan in Place 

Safety: Total Recordable Incident Rate of 2 or lower 

Notes: 

(1) The project is exploring scope and funding scenarios in order to recommend an option for April 2019 Regents approval.

(2) Project budget and funding will be reconciled at $23.8M with March 2019 revised Project Work Plan; Stage 2 Regents approval will be requested April, 2019

(3) Funding request for $70M being considered by State Legislature
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