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CALL TO ORDER 
 
Board Chair Regent Riojas called the meeting to order at 5:30 p.m. 
 
Pursuant to Governor Inslee’s Proclamation 20-28 et seq., waiving certain provisions of the 
Open Public Meetings Act, the meeting was held by telephone and video conference, with due 
notice given to the public. 
 
ROLL CALL 
 
The Assistant Secretary called the roll. 
 
Present were the Regents: Regents Riojas (chairing), Ayer, Benoliel, Harrell, Jaech, MacPhee, 
Pogosian, Rice, Tamaki, Zeeck; President Cauce, Provost Richards, the Secretary. 
 
CONFIRM AGENDA 
 
The agenda was confirmed, as distributed. 
 
PUBLIC COMMENT PERIOD 
 
The opportunity to provide public comment was offered to those who had signed up before the 
meeting. The Secretary announced that the Board would not discuss or debate any topics raised 
in public comment. This is not because it does not value commenters’ perspectives, but to ensure 
that any related action is taken transparently before a duly notified public at a future meeting. 
Regents heard from Brian Martin, Patsy Neher, Shanon Pardee, and Sydney Porter. Mr. Martin 
thanked the University for removing offensive graffiti from the statue of George Washington. He 
is concerned that President Cauce’s letter of September 8 advocating reexamination of campus 
symbols will lead to the dismantling of the statue and the renaming of the University. He warned 
Regents and President Cauce against the historical fallacy of presentism, against judging past 
individuals by present standards and exacting retribution against their descendants. A full version 
of his comment is attached to the meeting materials. Ms. Neher is the parent of a UW student. 
She noted that remote learning can impair mental health and asked the University to consider 
reopening further small, in-person laboratory courses, providing illustrations of COVID 
incidence at universities with in-person classes, which are also attached to the meeting materials. 
Ms. Pardee is the spouse of an alumnus. She thanked the University for cleaning the George 
Washington statue. She is concerned that the University is listening only to extremist groups, 
particularly on the issue of campus policing, to the detriment of campus and student safety. Ms. 
Porter is vice chair of WashPIRG, a student-run advocacy group. She thanked Regents and 
President Cauce for encouraging student voting, which is very important. 
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Regent Riojas thanked the commenters for sharing their views. 
 
BOARD ITEMS 
 
Audit Advisory Committee Update (Information only) (Item No. B–1) 
 
Regent Zeeck noted that he was joined by Brandon Pedersen, vice chair of the committee and 
former chief financial officer of Alaska Airlines. The committee met earlier in the day, 
welcoming its newest member, Regent MacPhee. He recognized committee members for their 
tremendous energy in reviewing, commenting, and discussing both UW Medicine’s and the 
University’s financial statements. 
 
Mr. Pedersen added that members of the committee commented on draft statements in October 
and today reviewed the finalized statements with representatives of KPMG, the external auditor. 
The committee met in closed session with the external auditors, who reported no concerns with 
the audits. 
 
Asked whether there were concerns over internal controls of financial reporting, Regent Zeeck 
noted that this had been discussed by the committee over the past year. The University is not 
required to comply with the provisions of the Sarbanes-Oxley Act. However, Brian McCartan, 
Vice President for Finance, and his team are developing robust new internal controls. Finance 
Transformation will unify financial controls across the entire University, including UW 
Medicine. Mr. Pedersen added that Mr. McCartan has provided a COSO framework with goals. 
It specifies improvements that can be attained even prior to the completion of Finance 
Transformation. Asked further about the security of financial data, Mr. Pedersen replied that the 
committee has oversight over the security of financial data, not over all information-technology 
(IT) systems at the University. Mr. McCartan noted that KPMG tests financial controls during its 
audits. 
 
Regents were pleased that the UW achieves clean audit results year after year and thanked 
committee members for their expert service to the University. 
 
See Attachment B–1. 
 
Approve Receipt of 2020 Audited Financial Statements and Report (Action) (Item No. B–1) 
 
Regent Zeeck stated that the Audit Advisory Committee recommends acceptance of the Fiscal 
Year (FY) 2020 audited financial statements for UW Medicine and for the University as a whole. 
 
Mr. McCartan noted that this was the first year that the committee had reviewed and commented 
on the UW Medicine financial statements prior to issuance. He asked Jacqueline Cabe, CFO, 
UW Medicine, and Vice President for Medical Affairs, to present UW Medicine’s FY20 
financial results. 
 
Ms. Cabe noted that the UW led the national response to the COVID pandemic. Through 
February, financial results were positive. However, the COVID pandemic interrupted major 
strategic initiatives, adding new expenses and reducing revenues. In total, UW Medicine took in 
revenues of $5.9 billion, of which $4.3 billion were from the medical centers. UW Medicine 
achieved a net income of $58.2 million or a margin of approximately 1 percent. This result was 
$28.9 million favorable to budget and includes $126.6 million in CARES Act funding and $36.2 
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million from the state in actuarial adjustments to the CCE’s share of the University’s pension and 
post-employment benefits costs. FY19 results were net income of $100 million and a margin of 
1.7 percent. While UW Medicine is pleased with its FY20 results, a 1 percent margin is not 
ultimately financially sustainable performance, so UW Medicine will continue to focus on 
financial improvements as it implements the refresh of its strategic plan in FY21. 
 
Asked whether the University will aggressively pursue relief for the $190 million in advance 
Medicare payments, Ms. Cabe replied that the beginning of the repayment period was delayed 
from August to one year from the date of Advancement, which will be April 2021. Medicare will 
recoup payment through its monthly claims payment process at 25 percent of claims submitted. 
 
Asked whether the financial statements reflect the integration of the Northwest Hospital (NWH) 
Payable onto the balance sheet of UW Medical Center (UWMC), Ms. Cabe replied that this 
liability is included. Asked further about the financial health of what is now UW Medical 
Center—Northwest (UWMC—NW), Ms. Cabe stated the first two months after the integration 
of NWH into UWMC and before the pandemic were positive to budget. She believes that 
UWMC as a whole is now favorable to budget because it is more efficiently able to allocate care 
among its two campuses. Although the Childbirth Center project has not yet been completed, 
births are also increasing at UWMC—NW and are positive to budget. 
 
Mr. McCartan then summarized the University’s combined financial results, which include all 
aspects of UW Medicine with the exception of Valley Medical Center and Harborview Medical 
Center. The impact of the pandemic increased the University’s annual operating loss from 
approximately $200 to $400 million. Without governmental recoveries, this would have been the 
largest operating loss ever, with much of it concentrated in self-sustaining auxiliary units such as 
UW Medicine, Intercollegiate Athletics (ICA), and Housing & Food Services (HFS). It is normal 
for institutions of higher education to have operating losses, which are compensated by non-
operating revenues such as gifts or investment income. It is important to recognize that two 
thirds of FY20 saw positive results, with unfavorable results concentrated in the last third of the 
year. There are risks attached to every line item of the income statement. All of FY21 is likely to 
see unfavorable results. Core revenues are growing more slowly than expected, while expenses 
are growing in line with expectations. 
 
President Cauce observed that some risks have not been realized this year. Enrollment appears 
strong, in comparison with levels at other universities. 
 
Asked about potential impacts to the University’s credit rating, Mr. McCartan responded that the 
Board will receive an update on the financial outlook for the higher education sector in March. 
While FY20 performance was unfavorable, the UW benefits from positive results at UW 
Medicine and strong predicted enrollment. In any case, a downgrade would have only marginal 
impact on the University’s borrowing costs. 
 
Asked how the University monitors rising costs, Mr. McCartan replied that the University 
monitors overall growth in numbers of full-time equivalent (FTE) staff. In response to 
administrative directives, FTE numbers have fallen over the past six months through slower 
hiring and furloughs. President Cauce noted that the University benchmarks its expenses with 
respect to peers. There is, however, considerable need for new staff in the areas of compliance 
and student mental health. Margaret Shepherd, Chief of Staff in the Executive Office of the 
President and the Provost, stated that hiring plans are overseen by the Vice Presidents and, for 
the faculty, by the Provost. Sarah Norris Hall, Vice Provost for Planning & Budgeting, added 
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that the budget development process requires units to project expenses by accounting code, 
allowing for central visibility into how costs are predicted to grow. Finance Transformation will 
permit more centralized oversight of how unit budgets are growing. Mr. McCartan observed that 
suspending merit increases for the faculty and professional staff has dampened expense growth 
in FY21. 
 
Asked whether it might be possible to rebalance philanthropic efforts and donor interest towards 
unrestricted giving, President Cauce agreed that the question is important. This year, fundraising 
has been targeted at needs related to the pandemic such as COVID testing, personal protective 
equipment, and student needs. Private universities have long traditions of unrestricted annual 
giving. The UW is working to create this tradition. 
 
Asked whether non-operating revenues include only gift and investment income, Mr. McCartan 
replied that this is mostly the case. President Cauce informed Regents that the University will be 
seeking increased, necessary – and adequate – state support for the medical centers. The success 
of the Harborview bond measure suggests the public increasingly recognizes the need to fund 
UW Medicine. Mary Gresch, Interim Senior Vice President for Advancement, added that her 
team is rethinking how Advancement approaches giving. Shifting from a donor-centered 
approach to authentic conversations about the University’s greatest needs is challenging, and 
requires changing how Advancement works. 
 
Regent Tamaki observed that UW Medicine comprises $5.9 billion of an $8.8 billion UW 
budget. This proportion increases every year. In addition, he observed that investment income is 
declining in a difficult market, even as the University’s operating deficit has increased. However, 
the increase in state appropriations from FY19 to FY20 is positive. 
 
MOTION: Upon the recommendation of the administration, the Audit Advisory Committee, 

and the motion made by Regent Harrell, seconded by Regent Benoliel, the Board 
voted to approve receipt of the audited FY20 financial statements and report, as 
presented. 

 
See Attachment B–2. 
 
EXECUTIVE SESSION 
 
Regent Riojas announced that the Board would hold an executive session to review the 
performance of public employees. 
 
ADJOURN 
 
Returning to open session, Regent Riojas announced that the Board would hold its next regular 
meeting, following the Veterans Day Holiday, on Thursday, November 12, 2020, by telephone 
and videoconference. Committee meetings begin at 8:30 a.m. 
 
Regent Riojas adjourned the meeting at 7:15 p.m. 
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   ___________________________________ 
   Tyler Lange 
   Secretary of the Board of Regents 
 
  Approved at the meeting of the Board on December 10, 2020. 


