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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

 

Thursday, July 11, 2019 

Anthony’s Forum, Dempsey Hall 

 

Call to Order and Attendance 

 

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

 

Present: Regents Benoliel (Chair), Ayer, Harrell, Jaech, MacPhee, Rice, Riojas, Tamaki, Zeeck; President 

Cauce, the Secretary. 

 

Absent: Regent Suarez; Provost Richards. 

 

Approval of Minutes 

 

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

13, 2019, were approved, as distributed. 

 

Red Flag Rules – Identity Theft Compliance Program Annual Report (Information only) (Item No. F–1) 

 

Regent Benoliel 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) 

 

Sarah Hall, Vice Provost, Planning & Budgeting, reported that last year’s results align closely with 

historical trends. Core salary and benefits costs are growing more slowly than revenues through careful 

expense management. She highlighted the ‘refresh’ of activity-based budgeting (ABB) currently underway: 

faculty, students, and staff are involved in this revision of ABB guidelines and processes. 

 

Lou Cariello, Vice President, Facilities, reported that the UW Bothell/Cascadia College Science, 

Technology, Engineering and Mathematics (STEM) Building has been added to the capital projects 

scorecard, along with three new columns relating to business equity metrics. Facilities’ goal is 15-percent 

contracting with minority- and woman-owned businesses, and 20-percent contracting with small businesses. 

He noted that the 57 percent figure for seismic improvements is erroneous, reflecting contracting with small 

businesses rather than minority- and woman-owned businesses, and will be corrected next month. 

 

Asked which institution is leading the UW Bothell/Cascadia College STEM Building Project, Mr. Cariello 

replied that the UW is leading, according to the memorandum of understanding with Cascadia College, 

because funds have been appropriated to the UW. 

 

Asked about the progress of the Northwest Hospital Childbirth Center, Mr. Cariello explained that the 

University had received unexpected comments from the city during land-use review requiring additional 
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street improvements on three sides of the campus for this internal project. After discussion, the University 

has been relieved of these requirements, so the indicator will soon revert to green. 

 

Regent Benoliel commended Mr. Cariello for being transparent about procurement goals, and for having a 

separate goal for small-business contracting. 

 

Asked to provide context for the 15-percent goal, Mr. Cariello replied that Facilities is undertaking a 

benchmarking study. Regent Harrell noted that this goal considerably exceeds industry standards. 

 

Asked about renovations to the parking lot north of the Husky Union Building, Mr. Cariello stated that the 

lot will be terraced and equipped to comply with the Americans with Disabilities Act. 

 

Mr. Cariello contined that scope and budget are being aligned for the Health Sciences Education Building 

project. The revised scope will likely include additional classrooms and a full anatomy lab. 

 

Asked about the yellow safety indicator on the Population Health Facility project, Mr. Cariello stated that 

this reflected last month’s reportable incident in which two Conex boxes came into light contact. As more 

work hours are logged without reportable incidents, the indicator will revert to green. 

 

Asked about the results of root-cause analysis for the reportable incident during the construction of the Bill 

& Melinda Gates Center for Computer Science and Engineering, Mr. Cariello stated that he would secure 

those results and report back with details. 

 

See Attachment F–2. 

 

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

Amend and Restate Resolution Authorizing the Sale of General Revenue Notes (Action) (Item No. F–3) 

 

Brian McCartan, Vice President, Finance, introduced Chris Malins, Associate Vice President, Treasury. Mr. 

Malins stated that the bond resolution is an annual item. The bond resolution authorizes the issue of up to 

$102 million in obligations. This amount aligns with the University’s planned debt capacity and will refund 

commercial paper issued to fund the Destination: One, the Northwest Hospital Childbirth Center, and the 

Kincaid Hall project. 

 

Mia Martincic, Senior Analyst, Treasury, explained that the commercial paper resolution dates from 2006 

and authorizes the issue of up to $250 million in notes. She requested the proposed amendment in order to 

fund projects at affiliated 501(c)(3)s such as Northwest Hospital prior to its integration with UW Medical 

Center. No other changes are material. 

 

Asked about the current interest rate environment, Mr. Malins stated that long-term rates are very low, and 

the yield curve is flat. If the University were to issue debt today, the rate would be less than 4 percent for 

thirty-year bonds. The UW will discuss its credit rating with rating agencies in the winter. 

 

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

the resolution to issue general revenue obligations for University projects and refunding and amended and 

restated the resolution authorizing the sale of general revenue notes, as presented. 

 

See Attachment F–3. 
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Finance Transformation: Stage 1 Approval (Action) (Item No. F–4) 

 

President Cauce observed that, like buildings, key information technology assets require maintenance and 

investment. Updating the University’s legacy financial system is an instituional priority. This requires not 

just the installation of new software, but the transformation of the University’s business processes. It is 

absolutely critical work for long-term success, even thought it is neither cheap nor easy. 

 

Brian McCartan, Vice President, Finance, stated that today’s requested action approves a six-month design 

phase with a project budget of $12.2 million. He plans to return in the winter to request full approval of a 

fixed-scope project with a targeted ‘go-live’ date of July 1, 2022. He then introduced key project leaders, 

and invited them to offer their perspectives. 

 

Aaron Powell, Vice President for UW Information Technology and Chief Information Officer, believes that 

the core of the project is transforming the UW’s business processes so as to unlock additional value 

inaccessible through current systems. He takes a broad view, noting that the UW has already adopted 

Workday HR and may adopt the product for its student information systems. The project has matured over 

the past eighteen months, so he supports moving forward. 

 

Jacqueline Cabe, Chief Finance Officer, UW Medicine, and Vice President for Medical Affairs, noted that 

the project provides the opportunity to consolidate financial systems, putting all eight UW Medicine entities 

on a single financial platform and also to align UW Medicine’s financial systems with those of the entire 

University. UW Medicine has been fully engaged in the planning process to date and believes that Workday 

is a strong platform with the flexibility to meet UW Medicine’s needs. UW Medicine is committed to the 

pursuit of further efficiency gains from standardization and workflow improvements, including expansion of 

UW Medicine’s shared-services model. She supports moving forward. 

 

Edward J. Loftus, Assistant Vice President for Finance Transformation, reported that the Readiness Phase 

illuminated potential challenges, and emphasized that scope and schedule must be commensurate with the 

planned magnitude of change. More than 800 auxiliary systems must be remediated, eliminated, or 

integrated. There will be organizational changes, and impact on work processes and staffing. He is engaging 

staff early and often: there have been 180 modifications during the Readiness Phase in response to staff 

concerns. This will continue into the Design Phase. Program infrastructure must be adequate; there have 

been recruiting challenges. 

 

Asked about oversight, Mr. Powell replied that his office has oversight of all major information technology 

projects at the University. 

 

Asked for key lessons learned from implementing Workday HR/Payroll, Mr. Powell stated that the lessons 

summarized in a document presented to this Committee in November 2017 are informing current plans. 

 

Asked about security, Mr. Powell stated that software-as-service means redundancy: the UW’s information 

is stored in multiple locations in the ‘cloud.’ 

 

Asked whether Stage 2 of Finance Transformation implementation will also be centrally funded, Mr. 

McCartan responded that in 2017 it was estimated that the two-and-one-half-year Implementation Phase 

would cost $200 million. He plans to return in December with a validated cost figure and funding plan. 

Current plans are for $115 million in debt funding, the rest to be covered by central funds. Asked about the 

possibility of state funding, Mr. McCartan replied that this is unlikely. President Cauce explained that some 

costs may be recovered over time. 
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Asked to explain references to “integration only” units in the attached report, Mr. Loftus explained that units 

such as the Portage Bay Insurance Company will not operate on the Workday platform but will need access 

to Workday data. 

 

Asked about the ongoing contract dispute between the Cerner Corporation and the State of Washington 

behavioral health system, Mr. Powell stated that the Workday HR/Payroll project demonstrated that it is 

best to design the system prior to configuration. 

 

Asked about significant unmitigated risks, Mr. Powell stated that there are many in such a large project. 

Asked to provide examples, Mr. Powell stated that inventorying and assessing more than 800 auxiliary 

systems will constitute an important mitigation of risk. Mr. McCartan gave the example of Grants and 

Contracts Accounting, which will require a new data flow to operate. Regent Ayer suggested that Mr. 

McCartan and Mr. Loftus bring a list of unmitigated risks to discuss each time they present on the project. 

 

Asked whether other hospitals have implemented Workday Finance, Ms. Cabe stated that the supply-chain 

module is new, with the next two releases of that module being very important to the required system 

functionality. Other hospitals are currently implementing the supply chain module. Mr. McCartan stated that 

the UW is the most complex grant environment for Workday adoption yet. Regent Benoliel observed that he 

is retired from a company that is presently in Year Eight of a three-year transformation project, and advised 

planning for some expansion of scope and augmentation of budget. 

 

Regent Jaech moved, Regent Harrell seconded, and the Finance and Asset Management Committee granted 

Stage 1 approval to Finance Transformation, as presented. 

 

See Attachment F–4. 

 

UW Bothell Student Housing: Stage 1 Approval (Action) (Item No. F–5) 

 

Lou Cariello, Vice President, Facilities, stated that the proposed action approves the site, the pre-

construction budget, and solicitation of proposals from developers to construct a housing complex on the 

University’s land. He noted that, if the Board moves to a single-stage approval process in the future, he will 

keep the Board informed about what are currently Stage 1 approvals through the monthly capital projects 

summary. With respect to the present project, there is a need for housing on the Bothell campus, while the 

University’s debt capacity is limited. 

 

Mike McCormick, Associate Vice President, Capital Planning and Development, said that the current Husky 

Village Apartment complex contains 70,000 square feet. The space is underdeveloped, and the proposed 

new construction would contain 300,000 square feet. The project will be constructed through a ground lease 

by which the developer will carry all the risk, as well as benefit from any potential upside. Facilities has 

done a UW Bothell market study and will complete financial modeling before it requests Stage 2 approval. 

 

Kelly Snyder, Assistant Vice Chancellor, Campus and Community Development, UW Bothell, stated that 

this is UW Bothell’s thirty-year anniversary. There has been housing on the Bothell campus for ten years. 

The University bought Husky Village in 2001. It is an older apartment complex requiring many repairs. 

New zoning would permit the construction of a larger housing complex that also eliminates considerable 

maintenance and repair costs. The complex will be next to a transit center to be constructed as part of the 

Sound Transit 3 project. The ground lease will secure high-quality housing without burdening students. 

 

Charles Liu, Student, UW Bothell, has participated in a student focus group. Husky Village units are 

deteriorating, even as rents increase, such that students are not convinced of the value of living on campus. 

He supports this project, which will support a developing, vibrant UW Bothell residential community. 
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Asked who sets the rent level, Mr. McCormick replied that the cost of housing at UW Bothell is close to the 

market level, unlike on the Seattle campus, where student housing is below market rates. He believes that 

the developer will be motivated to fill spots through attractive rents. The University is mindful of adding 

costs by requiring the construction of dining facilities, for instance. Ms. Snyder added that some students 

who are dissatisfied with current on-campus housing depart after two quarters, choosing instead to pay the 

exit fee for leaving before the end of the academic year. 

 

Asked about neighbors’ responses, Ms. Snyder stated that Husky Village is downslope of the nearest 

houses. The maximum height of sixty-five feet is below their sightlines. 

 

Asked about the rationale for adding housing on the Bothell campus, and whether comprehensive plans for 

residential education include dining and fitness services, Ms. Snyder stated that development is student 

driven, whether this refers to housing options, fitness locations, food provision, or the master plan for the 

UW Bothell/Cascadia College site. President Cauce stated that the State of Washington initiated the 

enrollment of first-year students on the Bothell and the Tacoma campuses. This is a consequence of that 

transformation of the aims of those campuses. She reminded Regents that the Husky Union Building and 

Intramural Athletics facility are funded by student-approved levies on enrolled students. Ms. Snyder 

affirmed that UW Bothell will remain a largely commuter campus with only 1,200 students anticipated in 

housing at full build-out. 

 

Asked about potential costs and amenities for students, Mr. McCormick stated that he hopes that this 

development drives demand for retail businesses along Beardslee Boulevard, which can serve students. 

 

Regent Benoliel observed that, because the University’s capital needs exceed its debt capacity, the Advisory 

Committee on Real Estate will be exploring additional public-private partnerships in the coming year. 

 

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

granted Stage 1 approval to the UW Bothell Student Housing Project, as presented. 

 

See Attachment F–5. 

 

Behavioral Health Teaching Hospital: Stage 1 Approval (Action) (Item No. F–6) 

 

Mr. Cariello stated that this expedited project, which was not included in prior capital plans, is the result of 

an unexpected appropriation by the Legislature. It aims to address an undersupply of mental health 

professionals and of behavioral health hospital beds in the state. Even if the Legislature appropriates full 

construction costs, as is expected, the project will add $4.5 million in operations and maintenance costs. 

There are, however, many programmatic benefits to the project, which scores highly by the conventional 

ranking criteria for capital projects. 

 

Mr. McCormick said that current and planned appropriations for this project compress the Legislature’s 

usual three-biennium sequence for capital projects (pre-design, design, and construction) into a two-

biennium sequence. The pre-design phase will permit a number of enabling projects to be completed, 

improving the entire Northwest Hospital campus. The site has not yet been identified on that campus, and 

Capital Planning and Development is exploring appropriate benchmarks for this facility that lies somewhere 

between a dry, academic space and a full hospital facility in terms of cost and complexity of infrastructure. 

An environmental impact statement is in process. 

 

Cindy Hecker, Executive Director, UW Medical Center and Northwest Hospital, reported that the UW and 

UW Medicine are partnering with the State of Washington to enhance care for behavioral health patients 

using a three pronged approach.  Expanding the psychiatry residency program to train additional 

psychiatrists, the development of a 24/7 tele psychiatric program, and the expansion of inpatient behavioral 
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health beds. The new Behavioral Health Expansion Hospital will provide fifty replacement beds for the 

existing gero-psychiatry patients and voluntary psychiatric patients who are presently being cared for at 

Northwest Hospital and UW Medical Center, fifty new 90- to 180- day civil commitment beds, and fifty 

acute care beds that are designed to accommodate psychiatric patients. The new building will include 

facility infrastructure required to increase capacity on the Northwest campus, such as a new kitchen. 

Concurrently with seeking capital funding for the new Behavioral Health Expansion Hospital, UW 

Medicine has discussed how the care for this expanded population will be appropriately funded so as to 

ensure operational sustainability. Discussions have involved increasing the day rate provided by the state for 

the care of these patients in a teaching facility. Initial discussions around a modified payment structure 

appear to have garnered support, although the conversation has not been concluded. The UW’s willingness 

to partner on initiatives to address the significant behavioral health challenges in the state gained 

considerable good will in Olympia. 

 

Asked about the additional funding required after the design phase to initiate construction, Ms. Hecker 

stated that the concept of this facility has been embraced by the Legislature. The language of this year’s 

appropriation indicates the intention to fund construction costs in the next biennium. Advocacy discussions 

for both construction funding and necessary modifications to the day rate are ongoing. Mr. McCormick 

added that the University is working with the Governor’s Office of Financial Management. 

 

Regent Rice affirmed that she is excited about the project, and recognized the efforts of former Speaker of 

the House Frank Chopp. 

 

Asked about the possibility of a failed or delayed appropriation like the one that delayed construction of the 

new Burke Museum, Mr. McCormick stated that the initial appropriation of $33.2 million will bring the 

project to an appropriate stopping point in the event that the second appropriation is slow to appear. 

 

Asked if the facility will be part of UW Medical Center, Ms. Hecker replied that, like the rest of Northwest 

Hospital, it will form part of the Northwest campus of UW Medical Center from January 1, 2020. 

 

Asked if the Legislature had included funding for the cost of land, Ms. Hecker said that it had not. 

 

Regent Tamaki praised the University’s flexibility with respect to this project, and believes that this will 

help revitalize the Northwest campus. 

 

Asked whether there might be trouble attracting physicians, Ms. Hecker replied that Dr. Jürgen Unützer, 

who chairs the Department of Psychiatry, believes that the enhanced program and the new facility could 

assist in the recruitment of new psychiatry facult members and in expanding the psychiatric residency 

program. This new expansion hospital will provide training opportunities for other clinical dsiciplines 

including nursing and social work. 

 

Asked for a proforma operating budget, Mr. Cariello promised that this will accompany the request for 

Stage 2 approval. 

 

Asked whether the Legislature might recognize and fund operating costs for the facility, Mr. Cariello stated 

that the Legislature has made no move in that direction. 

 

Asked which disciplines will teach at the facility, Ms. Hecker said that teaching will be multidisciplinary. 

 

GPSS President Giuliana Conti and Regent Benoliel observed that this facility will meet a pressing need. 

Regent Benoliel added that he hopes that the facility contains a distinct area for adolescent psychiatric care. 

At present, it is difficult to transfer adolescents from Seattle Children’s Hospital to other facilities, because 

they lack separate areas for providing psychiatric care to adolescents.  
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Regent Rice moved, Regent Jaech seconded, and the Finance and Asset Management Committee granted 

Stage 1 approval to the Behavioral Health Teaching Hospital, as presented. 

 

See Attachment F–6. 

 

Annual Research Report (Information only) (Item No. F–7) 

 

Mary Lidstrom, Vice Provost, Research, stated that the University’s research enterprise is healthy. The UW 

is top-ranked nationally and globally for its research. There are two ways to view research funding: first, in 

terms of expenditures; and, second, in terms of forecasted awards. Research funding increased by 17 percent 

or $230 million in Fiscal Year 2019. This substantial increase is general and does not reflect a single large 

award. Much of it reflects funding for the School of Medicine from the National Institutes of Health. The 

research enterprise cannot be separated from the University’s core educational mission, because research 

attracts talented faculty members who involve undergraduates in high-impact experiential research learning 

and who train graduate students to carry out independent research. Because the market-share measures in 

the attached documents lag research awards by two years, she expects a considerable increase in the UW’s 

share of federal funding in future reports. 

 

Professor Lidstrom noted that Sarah Castro, Director of Federal Relations, forecasts conflict between 

Congress and the President concerning the debt ceiling and the federal budget. Research and the National 

Institutes of Health have strong bipartisan legislative support, suggesting that some increases in federal 

funding will occur in Fiscal Year 2020, albeit not the large increases experienced in the past two years. 

 

Asked about trends in non-federal support, Professor Lidstrom replied that major gifts are counted in the 

first year, even if they are multi-year awards. As a result, a ten-year, $279 million award from the Bill & 

Melinda Gates Foundation inflated results for 2017. 

 

In short, Professor Lidstrom believes that the research environment at the UW is very good. Outstanding 

new hires and a positive trajectory in research awards suggest continued future achievement. 

 

See Attachment F–7. 

 

Adjourn 

 

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

Management Committee meeting at 10:35 a.m. 

 

  Approved at the meeting of the Committee on October 10, 2019. 


