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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 
 

Thursday, September 10, 2020 

 

 

Call to Order and Attendance 

 

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

 

Assistant Secretary Tennant called the roll. Present by videoconference and telephone were the Regents: 

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

Cauce, Provost Richards, the Secretary. 

 

Approval of Minutes 

 

Regent Riojas announced that, hearing no objections, the minutes from the Committee meeting on June 11, 

2020, were approved, as distributed. 

 

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

Approve Amendments to Regent Policy 73, Debt Management Policy (Action) (Item No. F–2) 

 

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

Item F–2 would appear on the full Board’s consent agenda, as distributed. 

 

See Attachments F–1 and F–2. 

 

Finance, Budget, and Capital Report (Information) (Item No. F–3) 

 

President Cauce stated that the University’s financial situation is a key priority, given the likely impact of 

the response to the COVID-19 pandemic on the state’s finances. There is as yet no major change to the core 

academic budget, and the Board will hear about challenges for UW Medicine and Intercollegiate Athletics. 

She thanked Vice Provost Sarah Hall of the Office of Planning & Budgeting and her outstanding team for 

their management of the University’s budgets. 

 

Ms. Hall stated that her remarks to the Committee would focus on Fiscal Year (FY) 2020 year-end results. 

This afternoon, she will update the full Board about the FY21 operating budget. FY20 ended with no major 

change for the core operating budget and academic self-sustaining units. In fact, core units underspent by 

approximately 2 percent, confirming extensive and consistent communication that units needed to reduce 

expenditures in response to risks. There were some increased compensation costs in units that saw 

enrollment growth. At FY20 close, self-sustaining auxiliary units had a net negative margin of 1.3 percent, a 

$10 million decrease from FY19. 

 

Lou Cariello, Vice President, Facilities, reported that seven of fifteen projects on the Capital Projects 

Scorecard are under construction. Mackenzie Hall has been demolished in preparation for the construction 

of Founders Hall. Health Sciences deans participated in a socially distanced groundbreaking ceremony for 

the Health Sciences Education Building. Overall, construction is proceeding apace and workers’ safety is 
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being preserved as construction continues. Additional materials costs and scheduling delays on account of 

COVID precautions have made for tight margins. In October he expects to brief the Board on proposed 

renovations to the Intramural Activities Building pool and to request site selection for Milgard Hall at UW 

Tacoma and Stage 2 approval for the UW Bothell STEM IV project. Facilities has met or exceeded its 

business equity targets, some by a substantial margin. 

 

Asked how business equity targets were determined, Mr. Cariello replied that they are based on an analysis 

of market opportunities for each project, which varies according to the nature of the project. 

 

Mr. Cariello concluded by noting that the Rosling Center has now been turned over fully to its occupants. 

The project demonstrates how an integrated design/build approach aligns stakeholder interests so as to 

provide substantial benefits. The Rosling Center was completed $6.4 million under the original project 

budget, even with $8 million of additions to the initial scope. 

 

Brian McCartan, Vice President, Finance, reported that this month’s finance items include the University’s 

annual bond resolution. Because of the financial consequences of the pandemic, his office is monitoring the 

University’s cash position closely. It is generally stable, and increased over FY20, although it was 

somewhat inflated by Medicare prepayments and Federal Insurance Contribution Act (FICA) funds. Mr. 

McCartan will create a liquidity dashboard to enable the Board to track the University’s cash position. 

 

See Attachment F–3. 

 

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

(Action) (Item No. F–4) 

 

Chris Malins, Associate Vice President, Treasury, introduced Annette Sommer, Senior Associate Treasurer. 

Ms. Sommer stated that the proposed resolution contains two actions: first, authorization to issue new bonds 

and to refund outstanding bonds when advantageous; secondly, delegation of requisite authority to staff. The 

resolution authorizes issuance of bonds between now and July 31, 2021. Borrowing is only possible for 

approved projects up to the amount of $97 million. The approved figure is in fact sufficient to fund non-

Finance Transformation project expenditures for the next two years and aligns with the capital budget 

approved in June. Refunding bonds are authorized, if done to achieve debt service savings, outside the $97 

million limit. Any non-capital uses of bond funds would be approved separately by the Board. 

 

Asked whether the University had considered increasing the maximum amount of the issuance given the 

favorable rates, Ms. Sommer replied that $50 million approved last year remains available. The University 

expects only to need to issue $43 million this year. The proposed amount aligns with debt-capacity 

projections and rating agency guidance. Mr. Malins added that the University borrows to particular projects, 

because the source of repayment is thereby identified. Increased borrowing would incur additional debt 

service without specific projects identified. Ms. Sommer explained that commercial paper is currently being 

issued at 16 basis points and long-term debt at 2.97 percent. 

 

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

approved the Resolution to Issue General Revenue Obligations (Bonds) for University Projects and 

Refunding, as presented. 

 

See Attachment F–4. 

 

Quarterly Borrower Risk Reports with Unit Mitigation Strategies (Information) (Item No. F–5) 
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Mr. McCartan explained that this is a new report, resulting from the Board’s suspension of the Financial 

Stability Plan requirement for non-complying internal borrowers in FY21 at the June meeting. He therefore 

elicited comments on format and content. 

Mr. Malins stated that there are five sections to the Quarterly Borrower Risk Reports (QBRRs): 

1. an overall risk assessment; 

2. modeling assumptions; 

3. comparative and historical indicators; 

4. risks and mitigations proposed by the unit and by Treasury; and 

5. a credit assessment. 

The attached QBRRs cover units with internal covenants at risk from the financial impacts of the COVID-

19 pandemic: 

1. Intercollegiate Athletics (ICA), whose report will be discussed by the full Board; 

2. Housing & Food Services (HFS), whose report will be presented shortly; 

3. the UW Medicine Consolidated Clinical Enterprise, whose report will be discussed by the full Board 

in the context of the FY21 UW Medicine budget; and 

4. UW Tacoma Court 17 Apartments, which will be presented in December. 

HFS will describe its mitigation strategy. The Internal Lending Program (ILP) can also help units, for 

instance, by offering access to the line of credit approved by the Board in June. In June the Board approved 

a $19 million Financing Assets Short Term (FAST) loan that enabled HFS to preserve its reserves and 

complete the Oak Hall project on time. 

 

Asked about preparations for a possible second wave of the coronavirus, Mr. Malins replied that QBRRs 

present a base case, not a best or worst case. HFS has taken very conservative assumptions. Mr. McCartan 

noted that there is an extraordinary degree of uncertainty in this recession, as opposed to a typical recession. 

The University is balancing keeping its powder dry with doing what is necessary for units in the absence of 

firm sense of future outcomes. 

 

Asked whether units are planning further mitigations that would cover 10 or even 50 percent decreases in 

revenue, Mr. Malins replied that the ILP can restructure units’ internal debt and provide short-relief through 

access to University liquity. However, Treasury can only do so much. At a certain point, units’ financial 

challenges become an institutional question. Mr. McCartan added that much depends on the size of a unit: 

the ILP is not be equipped to mitigate a large decline in the revenues of UW Medicine. When it was noted 

that all trends were moving in a challenging financial direction, with no counter-cyclical trends, Mr. Malins 

noted that units’ size is complicated by their leverage relative to size: ICA is a small unit with moderate 

leverage, HFS is a medium-sized unit with high leverage, and UW Medicine is a large unit with low 

leverage. Mr. McCartan continued that Wave 1 COVID impacts are now evident. Wave 2 impacts are likely 

to be in units funded by tuition and state appropriations, as well as in areas funded by giving and investment 

returns. Ms. Hall added that she is cautiously optimistic about tuition revenue in the coming year, pending 

enrollment census figures in October. Challenges may next be apparent in non-borrowing units funded by 

fees such as Study Abroad, which is nevertheless relatively small. The University’s Debt Management 

Policy and accompanying dashboard help the administration to gauge which units are likely to fall into 

operating deficit. 

 

Pamela Schreiber, Executive Director, HFS, and Associate Vice President for Student Life, reported that the 

HFS QBRR is based on the maximum safe occupancy of 8,623 beds or 90 percent of full capacity identified 

by Environmental Health & Safety. Applications to live in residence halls have declined to 4,262 as of 

yesterday, 338 fewer than the 4,600 applications assumed in the QBRR. This reduced revenue projections 

by $1.2 million. HFS is pursuing additional savings of $2.5 million by reducing staffing. Staffing plans have 

been developed based on increasingly accurate estimates of reduced occupancy. HFS is nevertheless 

positioned for recovery by Autumn Quarter 2021. The University has worked with the Washington 

Federation of State Employees (WFSE) and the Service Employees International Union (SEIU) to reduce 

staffing. 30 staff positions will be left vacant, no student employees will be hired, no temporary hourly staff 
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will be hired, 35 staff members will be laid off, 121 staff members will be assigned at least two weeks of 

furlough, if not four weeks, 5 positions will see a percentage-time reduction, and 14 staff members will be 

reassigned. She is deeply concerned about how these measures will impact HFS teams. These measures are 

neither short-term nor permanent, but difficult decisions necessary to respond to an unprecedented situation. 

 

President Cauce interjected that she appreciates the heroic work of Ms. Schreiber and her team. 

 

Laura Ripley, Assistant Director, Financial Planning & Analysis, HFS, stated that preliminary, unaudited 

ending balances for FY20 exceeded June forecasts because of the timing of cash flows. The Housing 

Occupancy Plan assumes that present conditions continue through Winter and Spring Quarters. Retail dining 

has been suspended at most locations. Budgets have been right-sized for reduced occupancy and for safety. 

Capital projects have been deferred or cancelled. Staff positions, as noted by Ms. Schreiber, have been 

eliminated, not filled, reduced, and reassigned. HFS will draw on its reserves. These are expected to be 

approximately $3.5 million on June 30, 2021. If occupancy returns to normal in FY22, HFS is predicted to 

be compliant with ILP covenants by the end of FY23. 

 

Asked about COVID-19 testing in residence halls, Ms. Schreiber replied that students moving in have been 

asked to self-isolate for the prior two weeks, if possible, and to be tested, again if possible. There will be 

pop-up testing at move-in, which is optional, not mandatory. There is a rigorous protocol for the response to 

exposed and infected students. Two buildings have been identified for isolation, if necessary. 

 

Asked whether peers’ experiences illuminate the possible extent of challenges, Ms. Schreiber replied that 

she is in contact with peers at many institutions, but that each institution’s profile differs significantly. 

Because the UW chose early on to limit in-person instruction, students were able to make thoughtful choices 

about whether to seek places in residence halls or not. This may mean that residency figures may decline 

less in the fall than at institutions that called students back to campus and then suddenly reversed course. 

 

Asked about the possibility of testing waste water, Margaret Shepherd, Chief of Staff in the Executive 

Office of the President and the Provost, stated that there is faculty expertise in this area on campus. The 

issue is the presence of access points to waste water that allow for testing isolated by facility. It is unlikely 

that wastewater testing will be operational for Autumn Quarter. 

 

Asked how many alumni of foster care were residing on campus, Ms. Schreiber replied that HFS always 

reserves places for alumni of care. There is no shortage of places this year, but she cannot presently provide 

a figure. President Cauce related how she interacted recently with one such student who was grateful that he 

could remain in the residence hall for Spring and Summer Quarters, because his foster family had already 

taken in a new child, and space would have been extremely limited at home. 

 

Asked how easy it will be to scale up to full occupancy in the event this is possible, Ms. Schreiber stated 

that HFS is prepared for that happy eventuality. 

 

See Attachment F–5. 

 

Fairmont Olympic Hotel: Approve Ground Lease Extension and Delegate Execution of Documents (Action) 

(Item No. F–6) 

 

Mr. Cariello reminded Regents that the Board approved the extension of the Fairmont Olympic Hotel 

ground lease from 2040 to 2075. In return, the tenant committed to a $25 million renovation of the hotel’s 

public spaces, in additional to a prior $30 million renovation of the rooms. Renovation work ceased during 

the shutdown, impacting the tenant’s finances. The tenant has been a good partner, continuing to pay rent 

during the lockdown and not invoking force majeure. In May, the tenant requested an eight-year extension 

of the ground lease to 2083. 
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Todd Timberlake, Chief Real Estate Officer, explained that past and ongoing renovations have the effect of 

fully rebuilding the hotel, which is now opening in phases. It is currently at 10 percent occupancy. The 

requested extension will benefit the University, because it increases the percentage of each subsequent sale 

price that will be paid to the University. 

 

Regent Benoliel stated that the Advisory Committee on Real Estate (ACRE) recommends the extension. 

The tenant has been a good partner. Likewise, the operator has been a good partner. In particular, he 

recognizes the efforts of General Manager Markus Treppenhauer. 

 

Regent Rice stated that this was a tremendous deal, especially given that the hotel garage reverts to the 

University in 2040. 

 

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

approved the ground lease extension and delegation of authority to execute documents for the Fairmont 

Olympic Hotel, as presented. 

 

See Attachment F–6. 

 

Approve Lease Extension for McMurray Building at UW Medical Center-Northwest (Action) (Item No. F–

7) 

 

Mr. Cariello explained that this action comes before the Board because it is a proposed lease extension of 

which the total value exceeds the $15 million limit for actions under delegated authority. Treasury believes 

that the extension would have no real impact to the University’s debt capacity. 

 

Jeanette Henderson, Executive Director, Real Estate, stated that the former Northwest Hospital granted a 

ground lease to a developer in 2004 and then leased the building back. The proposed action extends this 

lease for ten years, expanding the area leased from 51,000 square feet to 52,000 square feet at a total cost of 

$30 million with the possibility of two five-year extensions. The cost is slightly below the market rate, and 

includes a $1.5 million allowance for tenant improvements by the landlord. 

 

Jacqueline Cabe, CFO, UW Medicine and Vice President for Medical Affairs, noted that this facility is 

crucial to the growth of new services at what is now UW Medical Center–Northwest. The incremental cost 

of the lease extension is $5 million or $500,000 per year, an expense she believes to be non-material and 

justified. It is included in UW Medicine’s Long-Range Financial Plan and proposed FY21 budget. 

 

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

approved the lease extension for the McMurray Building at UW Medical Center–Northwest, as presented. 

 

See Attachment F–7. 

 

Introduction of New Leadership: Interim Senior Vice President for Advancement; Summary of 

Philanthropic Support (Information) (Item No. F–8) 

 

President Cauce introduced Mary Gresch, Vice President for Communications and University Marketing 

Officer, in her new role as Interim Senior Vice President for University Advancement. Before the pandemic, 

there was considerable interest in the Senior Vice President position, but the search yielded no clear, 

preferred candidate. As a result, and to continue current momentum in an unprecedented situation, she chose 

to appoint an internal leader to serve in an interim capacity. 
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Ms. Gresch stated that she was pleased to share good news and hope for the future. She thanked her fellow 

Vice Presidents Dan Peterson and Paul Rucker, who together with her have led Advancement since former 

Senior Vice President Connie Kravas’s retirement. They are strong partners, who have given her a 

panoramic view of Advancement’s development and alumni and stakeholder engagement functions. Julie 

Brown, Associate Vice President and Operating & Budget Officer, University Advancement, will report on 

the final year of the Be Boundless campaign. Last year, the culmination of a decade of shared efforts that 

included fund raising and engagement and brand development, was the most successful in Advancement’s 

history. In the last six months, there has been considerable donor support for UW Medicine and for its 

COVID-19 response. She plans to examine Advancement’s operations with an equity lens. She believes the 

campaign demonstrates the power of the integrated advancement model that the organization adopted under 

Connie Kravas’ leadership and continues to solidify. 

 

Ms. Brown stated that FY20 saw the greatest total giving, at $778 million compared to $684 million in 

FY19, and the greatest donor participation, at 158,000 donors compared to 142,000 donors in FY19. All but 

$2.2 million of the $778 million given in FY20 is unrestricted. Perhaps surprisingly, giving did not slow in 

the fourth quarter, but increased, especially to UW Medicine. This clearly conveys the local appreciation 

and increasing global prominence of the University. There are many unknowns in FY21. Giving was 

depressed for two years after 2008, then rebounded rapidly. Individual donors did not reduce but narrowed 

the scope of their giving, with higher education a favored choice. A figure of $600 million for FY21 giving 

is expected. 

 

Regents commented favorably on the success of Advancement and the Be Boundless campaign. Ms. Gresch 

stated that she looks forward to welcoming Regents to the tomorrow’s virtual Gala. 

 

See Attachment F–8. 

 

Adjourn 

 

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

Management Committee meeting at 10:11 a.m. 

 

  Approved at the meeting of the Committee on October 8, 2020. 


