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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

 

Thursday, March 12, 2020 

North Creek Events Center, UW Bothell, 18325 Campus Way NE, Bothell, WA 98011 

 

 

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 telephone were the Regents: Regents Riojas (Chair), 

Ayer, Benoliel, Harrell, Jaech, MacPhee, Rice, Suarez, 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 February 

13, 2020, were approved, as distributed. 

 

COVID-19 Response Update (Information only) 

 

President Cauce thanked faculty, staff, and students for their resilient response to the suspension of in-

person instruction. She will decide by March 20 whether to begin Spring Quarter instruction online, and for 

how long, barring the intervention of an external authority. The UW benefits from its outstanding academic 

medical center, which provides outstanding information and serves the region and the nation through its 

testing and treatment functions. 

 

Paul Ramsey, CEO, UW Medicine, Executive Vice President for Medical Affairs, and Dean, School of 

Medicine, reported that the Institute for Protein Design and the Seattle Flu Study are providing notable 

assistance in diagnosing and in developing possible treatments for the virus. UW Medicine has an active 

incident command structure coordinating all COVID-19-related activities. UW Medicine maintains a real-

time COVID-19 dashboard that tracks tests, televisits, and supply levels across the organization. He 

appreciates national support, such as equipment made available for purchase by Roche. Childcare for staff 

remains an issue. Drive-through screening for symptoms is being used for healthcare workers. The 

dashboard for today (March 12) shows that UW Medicine has performed 1,243 tests of symptomatic 

individuals, 1,075 have come back negative and 64 positive, suggesting that only 6 percent of those with 

“flu symptoms” have the novel coronavirus currently. During rounds at UW Medical Center, he has found 

medical staff to be calm and focused on caring for their patients. 

 

Asked about geographic mapping of the virus’ spread, Dr. Ramsey replied that data from the Seattle Flu 

Study will permit this for the Puget Sound region. 

 

Geoffrey Gottlieb, Interim Chair, UW Advisory Committee on Communicable Diseases, Medical Director, 

UW Environmental Health & Safety Department, Professor of Medicine, Infectious Diseases, and Adjunct 

Professor of Global Health, Center for Emerging & Re-emerging Infectious Diseases, described how the 
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committee liaises with county, state, and federal officials, and communicates to the UW community. It 

tracks symptomatic individuals, arranging for testing and isolation. 

 

Asked about the different numbers of reported cases in the United States and in Italy, Dr. Ramsey replied 

that there has not yet been significant testing in the United State, so it will only become clear in coming 

weeks how many non-symptomatic individuals are infected with the virus, as samples from the Seattle Flu 

Study are tested. A representative of the Centers for Disease Control is embedded with the study. Asked 

further about the disparity between the number of symptomatic individuals and positive tests, Dr. Gottlieb 

stated that there have been approximately 366 positive tests out of 3,000 tests carried out within the State of 

Washington. Modeling suggests that, without mitigation, there will be 25,000 cases and 400 deaths in the 

Snohomish County and King County region by April 7. 

 

Asked how COVID-19 compares to seasonal influenza, Dr. Ramsey stated that the world will know more in 

coming weeks. Currently, seasonal influenza may be causing more flu symptoms in Seattle that the 

coronavirus. 

 

Finance, Budget, and Capital Report (Information only) (Item No. F–1) 

 

Brian McCartan, Vice President, Finance, reported that the University priced $229 million of bonds on 

February 19 at an average interest rate of 2.2 percent, the lowest fixed rate ever for the UW. Approximately 

half of this refunds 2011 bonds for an annual savings of $2.4 million and a cumulative savings of $33 

million. 

 

Sarah N. Hall, Vice Provost, Planning & Budgeting, stated that, as of January 20, 54.7 percent of what has 

been allocated for the fiscal year (FY) has been spent, several points below last year’s spending at this point 

in the year. Revenues are trailing expenditures in self-sustaining auxiliary units. Her report includes 

highlights of the FY 2021 budget submissions from 36 campus units. She concluded by noting that all 

submissions and reports predate the spread of COVID-19. She and her team are following potential 

budgetary impacts closely. 

 

Lou Cariello, Vice President, Facilities, reported that five of fourteen projects on the capital projects report 

were under construction, with the other nine in planning and design phases. The two safety indicators reflect 

minor incidents and have not changed. He recognized Absher Construction for zero reported incidents over 

the past 165 days on the Parrington Hall project. Most projects are exceeding their 15 percent business 

equity targets. The Northwest Hospital Childbirth Center indicates yellow with respect to schedule, on 

account of the discovery of asbestos contamination and unexpected issues with the foundation. He projects a 

one month delay, with additional impact to the project budget. Scope and budget are still being aligned for 

the Founders Hall project. Four developers have expressed interest in the W27 project. The Rosling Center 

is on track to be completed on schedule and $4 million under budget. 

 

Asked how the project has come in under budget, Steve Tatge, Executive Director of the Project Delivery 

Group, stated that this reflected a high-performing project team and the new contract model introduced by 

Associate Vice President Mike McCormick, which encourages teams to reduce waste by sharing risks and 

rewards. Mr. Cariello said that the UW has been recognized for this innovative model. Mr. McCormick 

stated that the new contracting process is designed to reduce what can be tremendous waste in the 

construction process of up to 20 percent of project cost. He added that the Bill & Melinda Gates Foundation 

is tracking which uses the savings will be put to. President Cauce interjected that neither the Foundation nor 

the State has provided operational funding for the building. 

 

Asked whether the $4 million in savings might be directed to operations, Mr. Cariello stated that Facilities is 

working with Advancement so that conversations with donors include solicitations to fund for operation and 

maintenance costs. 
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Asked whether the College of Engineering Interdisciplinary Education project will be primarily donor-

funded, Mr. Cariello replied that $50 million of the $75 million project is expected to be donor-funded. 

There appear to be challenges in meeting that goal. 

 

See Attachment F–1. 

 

Approve Transportation Fees for the Seattle Campus (Action) (Item No. F–2) 

 

Mr. Cariello stated that the Board approved a 12-percent increase in the single-occupancy vehicle (SOV) 

parking rate last year. Transportation Services still faces financial challenges, reflecting the costs of 

complying with the Americans with Disabilities Act, modernizing systems, paying city parking taxes that 

have doubled to $2.2 million per year since 2015, addressing deferred maintenance, and complying with the 

Campus Master Plan, which reduces the SOV parking rate to 12 percent and available campus parking from 

12,000 to 9,000 spotes by 2028. As a result, he requests a 4 percent increase this year, and predicts 

requesting future increases in line with the Consumer Price Index of inflation. U-PASS rates will not be 

increased, to align with sustainability goals and community sentiment. 

 

Anne Eskridge, Director, Transportation Services (TS), presented scenarios on January 13 to the University 

Transportation Council (UTC), which approved an increase of 6 percent on January 27. Comments from the 

public hearing on January 29 are included in the materials. A 4-percent increase constitutes a break-even 

budgetary scenario for TS. 

 

Erica Eggleton, GPSS Representative on the UTC, is a third-year Ph.D. student in Chemical Engineering 

and GPSS liaison to the UTC. The UTC recognizes the costs faced by TS. Most students walk or take public 

transportation, with only 17 percent driving alone, so they believe the proposed increase to be justified. 

 

When it was suggested that declining revenues from parking and rising costs from transit passes suggest that 

funding for transportation costs must now be approached from a University-wide perspective, Barbara 

Wingerson, Associate Vice President, Finance & Administration, Facilities, stated that TS finances are 

complicated, with many levers, but that it may be advisable to consider decoupling funding for the U-PASS 

from the parking program. President Cauce added that the University must balance parking and 

sustainability. The current public health situation, in which clinical employees should avoid mass transit, 

suggests that the University cannot dispense with all SOV parking. Provost Richards observed that parking 

rate increases should track inflation, rather than growing by great leaps. Some Regents remarked that this is 

an appropriate attitude, as parking revenues decline and U-PASS costs increase. Professor Janes praised Mr. 

Cariello and Ms. Eskridge for how they communicated to the faculty. 

 

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

approved transportation fees for the Seattle campus, as presented. 

 

See Attachment F–2. 

 

Long-Term Capital Strategy (Information only) (Item No. F–3) 

 

Mr. Cariello introduced the item, which reflects a collaborative process between Finance, Facilities, UW 

Medicine, the Office of Planning & Budgeting, and Advancement. The strategic planning effort was 

initiated by Mr. McCormick and by Chris Malins, Associate Vice President, Treasury. Mr. Cariello then 

outlined the effort’s goals, process, history, and parameters as described in the attached presentation. 

Demand for capital funding has been divided into four ‘buckets.’ Fund sources have been divided into five 

‘buckets.’ Demand exceeds sources by a total of $2 billion or $135 million per year over the next fifteen 

years. As a result of this modeling, the administration proposes $7.4 billion in capital spending over the next 

fifteen years, approximately $490 million per year. The new capital strategy has two major changes from 
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prior patterns of capital spending: 1) it will focus on renewal, replacement, and clinical projects and 2) 

growth in campus gross square footage will be sharply limited. 

 

Asked whether there are measurements of the UW’s utilization of its existing built and unbuilt space, Mr. 

Cariello replied that the Seattle campus is dense in comparison to the campuses of other, similar 

universities. Given uncertainty about the outlook for the higher education sector in coming decades, it is 

hard to recommend that the UW become denser. Provost Richards noted that, when he toured academic 

units, he noticed much underutilized space. When the student body is not growing, capital expenditures 

should be directed to maintaining and improving what exists. Deans, with the exception of the Dean of the 

School of Medicine, rarely request more space. Space does not constrain the UW’s academic excellence. 

Provost Richards recommends a return to efforts like Restore the Core, which, had it been completed, would 

have enormously reduced the UW’s backlog of deferred maintenance. 

 

Mr. Cariello noted that it may be challenging to motivate donors to fund renovations. However, the 

Parrington Hall project suggests that donors may be interested in appropriately targeted renovation projects. 

 

Asked whether technology is included in the ‘renewal’ bucket, Mr. Cariello replied that Finance 

Transformation is included in the figures within the ‘strategic’ bucket. 

 

Jacqueline Cabe, Chief Financial Officer, UW Medicine, and Vice President for Medical Affairs, explained 

that she advises a 1.1 capital expenditures to depreciation ratio. UW Medicine appreciates being actively 

involved in the strategic planning conversation. Its Long-Range Financial Plan, which will be presented to 

the Board in May, presumes these levels of access to capital over the next fifteen years. 

 

Mr. McCormick stated that administrative space will be consolidated, in large part into the University 

District Station Building, when it is completed. 

 

Mr. McCartan outlined risks to the proposed capital strategy. It preserves the UW’s financial sustainability 

but constitutes a major pivot, both from national trends and from the UW’s past pattern of capital 

investment. It may be better aligned to projected slower demographic growth, particularly in college-going 

populations. Mr. Cariello noted that projected growth will slow, but not fall to zero. 

 

Asked about the participation of advisory committees, Mr. Cariello replied that the Advisory Committee on 

Real Estate (ACRE) explored how to leverage public-private partnerships (P3s), which alleviate the lack of 

strategic capital but have slightly higher life-cycle costs, to achieve the University’s goals. Regent Jaech 

commented that the UW Medicine Advisory Board has reviewed UW Medicine’s Clinical Strategic Plan 

and Long-Range Financial Plan. UW Medicine needs access to capital to realize the margin targets of its 

Financial Stability Plan, but capital improvements must yield cash to service debt, otherwise the Board will 

not approve individual capital projects. For this reason, Regent Jaech feels that the University’s capital 

planning process is a self-correcting mechanism. Regent Benoliel commented that ACRE’s next meeting 

will focus on P3s. He will bring that discussion to the Board’s July retreat. He noted that the levels of donor 

funding included in the proposed strategy will require close coordination between Facilities and 

Advancement, so that the University’s priorities, rather than donor priorities, are emphasized. President 

Cauce interjected that the Parrington Hall project has demonstrated successful, fruitful collaboration 

between Facilities and Advancement. 

 

Asked what the hurdle rate might be for return on invested capital with respect to UW Medicine, Mr. 

McCartan stated that he cannot provide an answer at this time, but will in the future. Individual projects 

have been thought of as contributions to the system’s overall margin. The fact that UW Medicine is an 

integrated system makes it hard to determine where a particular capital investment contributes, because, for 

example, an investment in UW Neighborhood Clinics (UWNC) will benefit UW Medical Center (UWMC), 

because UWNC feeds UW Medicine’s hospitals through referrals. Ms. Cabe added that the prioritization 
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criteria used to construct UW Medicine’s Long-Range Financial Plan include three-year projected cashflow 

and ease of execution. UW Medicine must improve clinical volumes and reduce unit costs. The goal is what 

she believes to be a sustainable 4-percent margin. 

 

Regent Ayer asked to continue discussion of the Long-Term Capital Strategy at a later meeting. He hopes to 

hear more about current trends impacting the risk factors identified by Mr. McCartan, including contingency 

plans and cash reserves for a potential recession. He recognized that the UW’s institutional fate is tied to the 

health of the UW Medicine’s clinical, teaching, and research functions, but remains concerned by the level 

of capital expenditure required to preserve its competitiveness. President Cauce noted that this presentation 

was composed in a pre-COVID-19 world, and that future discussions will reflect a new situation. 

 

See Attachment F–3. 

 

Adjourn 

 

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

Management Committee meeting at 10:36 a.m. 

 

  Approved at the meeting of the Committee on April 9, 2020. 


