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MINUTES 

 
UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 
 

Finance and Asset Management Committee 
 

Thursday, June 11, 2020 
 
Call to Order and Attendance 
 
Committee Chair Regent Riojas called the meeting to order at 10:30 a.m. 
 
Assistant Secretary Tennant called the roll. Present by videoconference and telephone were the Regents: 
Regents Riojas (Chair), Ayer, Benoliel, Harrell, Jaech, MacPhee, Rice, Suarez, Tamaki, Zeeck; President 
Cauce, the Secretary. 
 
Provost Richards was absent. 
 
Approval of Minutes 
 
Regent Riojas announced that, hearing no objections, the minutes from the Committee meeting on May 14, 
2020, were approved, as distributed. 
 
Semi-Annual Debt Report (Information only) (Item No. F–1) 
 
Hearing no objections, Regent Riojas announced that Item F–1 would appear on the full Board’s agenda, as 
distributed. 
 
See Attachment F–1. 
 
UWINCO Board Update and Investment Performance Quarterly Report – Quarter Ended March 31, 2020 
(Information only) (Item No. F–2) 
 
Regent Ayer, UWINCO Board Vice Chair, introduced Michael Larson, UWINCO Board Chair, a forty-year 
veteran of the investment business, and recognized Mr. Larson’s service to local and national non-profit 
institutions, including the University of Washington. 
 
Mr. Larson reported that the UWINCO Board has existed for nineteen years, since it was formed at the 
initiative of former Regent Jeffrey Brotman to bring together an all-star team of expert advisors. Fifteen 
years ago they assisted in hiring Keith Ferguson as the University’s Chief Investment Officer. The 
UWINCO Board takes a long-term perspective, looking forward over ten-year intervals. Mr. Larson 
believes that markets remain disconnected from the real economy, raising the question of whether it might 
be appropriate to advise reducing risk within the University’s investment portfolio. At its last meeting, the 
UWINCO Board discussed the likelihood of inflation or deflation, and the impact of governmental fiscal 
policy and economic stimulus in a weak economy. The board also heard from Cambridge Associates, the 
University’s outside investment consultant, which shared other universities’ reactions to the economic 
situation. There is as yet no tuition discounting or major changes to asset allocations, but some are using 
credit facilities to support distributions to campuses. 
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Asked about environmental, social, and governance (ESG) investment guidelines and about how UWINCO 
communicates to students, Mr. Ferguson explained that UWINCO has spent much time discussing 
appropriate investments in energy and is exploring how to improve communication to students. Mr. Larson 
noted that asset managers are now hiring ESG specialists, a sign that ESG concerns are being taken 
seriously. Regent Suarez said that UWINCO has a great ESG story – and should tell it. 
 
Regent Benoliel thanked Mr. Larson for stepping into the chairmanship of the UWINCO Board following 
former Regent Brotman’s untimely death, and stated that he is welcome to attend any future quarterly 
UWINCO reports. Regent Ayer thanked Mr. Larson for his long service on the UWINCO Board, explaining 
that consistency of approach has been crucial to the UW’s investment successes and noting that the Board 
also appreciates the long service of Mary Pugh, David Bonderman, and Bryan White. Mr. Larson thanked 
President Cauce for her engagement with the UWINCO Board. President Cauce thanked the UWINCO 
Board for providing advice that brings important funding for the UW’s students, faculty, and staff. Its 
advice makes the University better by funding excellence. 
 
See Attachment F–2. 
 
Finance, Budget, and Capital Report (Information only) (Item No. F–3) 
 
Brian McCartan, Vice President, Finance, reported that revenues were tracking expenses through the third 
quarter of Fiscal Year (FY) 2020. Fourth quarter results will break with that trend on account of the 
economic consequences of the response to the COVID-19 pandemic. Mr. McCartan will next provide 
financial results, including FY20 COVID impacts, to the Board in November, when he will present the 
FY20 Financial Report after it has been reviewed by the Audit Advisory Committee. 
 
Sarah N. Hall, Vice Provost, Planning & Budgeting, summarized the attached report, noting that April 
results for self-sustaining units appear favorable because Continuum College bills for Summer Quarter 
courses in April rather than May. Without that revenue, April performance to budget would have been 
worse than in previous years. Self-sustaining auxiliary units will likely see $100 million in lost revenue 
between March and September, and additional COVID-related expenditures. The UW has received the first 
installment of payments from the Federal Emergency Management Administration (FEMA). 
 
Asked whether the University received the $87 million for which it applied, Ms. Hall replied that the 
University received 75 percent of 50 percent of its request. For the rest, it must keep applying. 
 
Asked about the University’s approach to managing credit risk, Ms. Hall stated that Mr. McCartan would 
shortly speak to that. 
 
Asked about progress on Finance Transformation, Mr. McCartan responded that progress continues apace. 
Go-live remains scheduled for July 2022. His staff is examining opportunities for saving costs, which it will 
propose to Provost Richards, the project’s executive sponsor. The success of this project is vital: monitoring 
liquidity is currently a manual process on the forty-year-old legacy system. President Cauce avowed that the 
project is a priority, even in an economic downturn. 
 
Asked about Washington State’s budget revision process, Ms. Hall stated that she will report on that later 
this afternoon. A formal revenue forecast from the Governor’s Office of Financial Management is expected 
on June 17. It is uncertain whether the Legislature will be called back for a special session to adjust the 
budget or not, resulting in a lack of clarity about appropriations in the University’s proposed FY21 
Operating Budget. 
 
Lou Cariello, Vice President, Facilities, reported that seven of fourteen active capital project are now under 
construction with the addition of the Stevens Court exterior renovation and the Founders Hall project. 
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Worker safety remains a primary concern. The Parrington Hall renovation is expected to be completed on 
budget, one month behind schedule. Asbestos abatement is underway in Mackenzie Hall in preparation for 
its demolition to make way for Founders Hall. The Rosling Center will be substantially completed in two 
months, likely ahead of schedule but less under budget that formerly predicted, at roughly $4 million under 
budget. Oak Hall will be ready for occupancy in Autumn Quarter and is critical to Housing & Food 
Services’ (HFS) financial stability. The Site W27 and Basketball Operations/H2P projects are paused. 
Business equity indicators are positive. 
 
Asked about green indicators for the UW Medical Center Northwest (UWMC-NW) Childbirth Center 
project, Mr. Cariello replied that his staff is satisfied that it will be completed by December 2021. 
 
Regent Harrell thanked Mr. Cariello on behalf of the Board’s Diversity, Equity, and Inclusion Advisory 
Committee for demonstrating his commitment through meaningful actions. 
 
See Attachment F–3. 
 
Overview of Institutional Liquidity and Debt Capacity (Information only) (Item No. F–4) 
 
Mr. McCartan introduced Chris Malins, Associate Vice President, Treasury. Mr. Malins stated that last year 
UW Finance estimated the University’s five-year debt capacity at $500 million with a Aaa rating. This year, 
it has reduced that estimate to $475 million with an Aa1 rating. Both Moody’s and Standard & Poor’s have 
put the higher education sector on a negative credit watch. The UW’s credit rating may be impacted by lost 
revenue in HFS and UW Medicine. Borrowing costs are not expected to increase. The five-year capital 
budget has been realigned with this lower estimate, and the long-term capital plan will be aligned with this 
lower estimate when it is next presented to the Board. 
 
Mr. McCartan explained that the COVID-19 pandemic has had major impacts on liquidity. With the 
implementation of lockdowns, revenues declined precipitously for many businesses and institutions, which 
consequently drew down their cash positions. The UW entered the pandemic with an adequate cash position 
of 155 days’ cash on hand (COH), below the Aaa median of 181 days COH. UWMC had closer to 60 days 
COH, and has drawn on that reserve. The University has many tools to access liquidity, including the 
Invested Funds (IF). The line of credit and FAST loan program extension actions he will shortly propose 
will help to safeguard the University’s liquidity. 
 
Asked about the adequacy of the proposed line of credit, Mr. McCartan replied that it is adequate, but, if a 
fall recurrence of the coronavirus leads to further lockdowns and revenue losses, its size may need to be 
reevaluated. President Cauce observed that the University is modelling the impact of a second wave of the 
virus. She emphasized that the University cannot sustain revenue losses of the same magnitude as those 
suffered from March onward, particularly at UW Medicine. Asked further whether it might be advisable to 
secure a larger line of credit, Mr. McCartan stated that the University initially explored a $100 million line 
of credit but increased it to $200 million. A still larger line of credit would require additional commitments 
fees, so the administration is proposing to put an initial $200 million in place. Mr. Malins added that no 
single bank could provide access to $200 million, and a larger amount would require a third bank. 
Furthermore, competition made the price of the line of credit less favorable than otherwise. Asked whether 
the credit would be used to cover operating losses or protect reserves, Mr. McCartan would prefer the latter, 
but UW Medicine may require the former. 
 
Jacqueline Cabe, Chief Financial Officer, UW Medicine, and Vice President for Medical Affairs, stated that 
UW Medicine seeks governmental recoveries for foregone revenues and to reduce expenses. UW 
Medicine’s cash-flow model is continually updated. She is concerned mainly about UWMC’s cash position. 
 



MINUTES – Finance and Asset Management Committee Meeting on June 11, 2020 Page 4 

 

Asked whether there might be flexibility around the use of endowed and restricted funds, President Cauce 
related that this was explored four or five years ago, through outreach to donors. There is little flexibility. 
 
Asked whether the UW might be last in line for a further line of credit, if needed, Mr. Malins stated that 
there is a point at which it is no longer advisable to keep borrowing. Mr. Malins was advised to keep his 
finger on the market’s pulse. 
 
Mr. Malins continued that UW Finance would also be proposing a temporary waiver, not of Internal 
Lending Program (ILP) covenants, but of requirements that noncompliant borrowers enter Financial 
Stability Plans (FSPs). 
 
See Attachment F–4. 
 
Approve Resolution to Issue Notes to Evidence Liquidity Lines of Credit for University Purposes (Action) 
(Item No. F–5) 
 
Mr. McCartan explained that the source of the line of credit is the UW’s general revenue. US Bank and 
Washington Federal Bank will each provide $100 million. There is a three-year term and it is comprised of 
both tax-exempt and taxable debt. 
 
Asked how units will access funds, Mr. McCartan replied that conversations with units are ongoing. Mr. 
Malins added that, as for the ILP, borrowers will be monitored, in this case through quarterly Borrower Risk 
Reports. The line of credit is not intended for units facing structural operating deficits, but for emergency 
situations such as that facing the clinical enterprise as a result of the cancellation of elective procedures. All 
actions will be reported to or authorized by the Board in accordance with its delegation of authority. 
 
Regent Harrell moved, Regent Jaech seconded, and the Finance and Asset Management Committee 
approved the resolution to issue notes to evidence liquidity lines of credit for University purposes, as 
presented. 
 
See Attachment F–5. 
 
Approve Resolution Renewing and Amending Existing Financing Program to Fund Assets in the Short-
Term (Action) (Item No. F–6) 
 
Annette Sommer, Senior Associate Treasurer, stated that the proposed action renews and amends an existing 
program, extending its term to June 30, 2023, and increasing its amount from $30 million to $40 million. 
The program was first approved in 2014 to purchase capital assets efficiently. It was renewed in 2017 as a 
permanent program expiring this month. It has made eleven loans totaling $34.1 million for the purchase of 
information technology (IT) servers, software, equipment, vehicles, and a research vessel. The renewed 
program will have no impact on the University’s debt capacity and still operates according to the Board’s 
delegation of its authority. 
 
Regent Ayer moved, Regent Benoliel seconded, and the Finance and Asset Management Committee 
approved the resolution renewing an amending an existing financing program to fund assets in the short-
term (FAST), as presented. 
 
See Attachment F–6. 
 
Approve Financing Assets in the Short Term (FAST) Loan in an Amount up to $19 Million (Action) (Item 
No. F–7) 
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Ms. Sommer stated that the proposed action would protect HFS’s cash position by partially reimbursing 
expenses for the construction of Oak Hall, which had been funded from HFS reserves. Pending further 
unanticipated COVID-19 impacts, this action would enable HFS to sustain operation and maintain current 
housing and dining rates through FY22. 
 
Pamela Schreiber, Assistant Vice President, Student Life, and Executive Director, HFS, explained that a 
FAST loan is HFS’s best option in light of COVID impacts on its operations and revenues. The most likely 
fall scenario is one of two students per room with shared, in-room bathroom. There is high demand for 
housing, but circumstances, such as the availability of in-person courses or the state of students’ finances, 
may make this less predictive of fall occupancy than usual. 
 
Laura Ripley, Assistant Director, Financial Planning & Analysis, HFS, presented five occupancy scenarios 
ranging from the current 15 percent occupancy to full occupancy. If occupancy falls below 79 percent, HFS 
will deplete its cash reserves and enter operating deficit by June 2021. 
 
Asked about students without other housing options, Ms. Schreiber affirmed that she is concerned to keep 
costs low. If a student should require a single for medical reasons, he or she will be charged for a double-
occupancy room. 
 
Asked about reducing expenses, Ms. Schreiber explained that HFS has achieved some economies of scale, 
but that it has also furloughed staff, especially dining staff for whom no alternate duties could be assigned. 
HFS is looking to cut costs, even as it recognizes that cleaning costs will increase and that isolating single 
students in double-occupancy rooms will diminish revenue. 
 
Regent Suarez moved, Regent Benoliel seconded, and the Finance and Asset Management Committee 
approved a FAST loan in an amount up to $19 million for HFS, as presented. 
 
See Attachment F–7. 
 
Approve Temporary Waiver of Financial Stability Plan Requirements (Action) (Item No. F–8) 
 
Mr. Malins explained that the proposed action does not amend the Debt Policy but waives the requirement 
of initiating and extending Financial Sustainability Plans (FSPs) for borrowers who fail to comply with ILP 
covenants. This action reflects unusual circumstances in which at least five units would soon have to enter 
Board-approved FSPs, the underlying assumptions of which would likely soon be out of date. He proposed 
that the Board monitor borrowers through quarterly Borrower Risk Reports. These would begin in 
September with reports from HFS and UW Medicine. Reporting for UW Medicine, which was in a FSP 
expiring on June 30, 2020, will be aligned with other borrowers. There will be no new covenants, extensions 
or ends of FSPs for FY20 and FY21. Borrowers would present new covenants in June 2021. 
 
Regent Benoliel moved, Regent Ayer seconded, and the Finance and Asset Management Committee 
approved a temporary waiver of FSP requirements for FY20 and FY21, as presented. 
 
See Attachment F–8. 
 
Audit Advisory Committee Update (Information only) (Item No. F–9) 
 
Regent Zeeck reported that the Audit Advisory Committee discussed four main items at its meeting 
yesterday. Margaret Shepherd, Chief of Staff in the Executive Office of the President and the Provost, 
provided an update on COVID-19 impacts and back-to-school preparations. It then was informed of clean 
results on Washington State’s single audit. Thirdly, Internal Audit is many hours over budget on special 
investigations. Planned audits will be reduced to compensate. Finally, the committee discussed its calendar 
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and work plan. The committee plans to increase its number of meetings from four to five and the length of 
those meetings from two to three hours in the coming year to accommodate its expanded responsibilities 
over UW Medicine. The committee will align its work the enterprise risk management (ERM) plan currently 
in development. It will also invite the Chair of the Board and the University President to visit the committee 
to align expectations each January. 
 
See Attachment F–9. 
 
Advisory Committee on Real Estate (ACRE) Update (Information only) (Item No. F–10) 
 
Regent Benoliel asked Todd Timberlake, Chief Real Estate Officer, to report on ACRE’s June 4 meeting. 
Mr. Timberlake affirmed that the President’s engagement is appreciated. ACRE discussed the impact of 
recent unrest on the Metropolitan Tract and its tenants, rents, and repairs. It also discussed a potential UW 
Real Estate entity, consideration of which by the Board has been deferred at Regent Benoliel’s request. 
ACRE also discussed five significant ground-lease projects, including the Site W27 project, the third 
structure on the Rainier Square site, the University District Station Building (UDSB), UW Bothell housing, 
and the remodel of the Olympic Hotel. 
 
Regent Benoliel praised the extraordinary efforts of Mr. Timberlake and his team in securing the 
commitment from Wright Runstad to build a third, mixed-use structure on the Rainier Square site. In the 
current environment, early plans for a hotel would have been untenable. 
 
Asked about the future of commercial office space, Mr. Timberlake replied that this is an object of much 
speculation. Larger tenants are taking long positions, particularly in suburbs such as Bellevue, at the same 
time as smaller tenants are reducing their space. Angel investors seem less inclined to fund leases of office 
space as a sign of a venture’s success. Prior to the coronavirus pandemic, trends were toward more dense, 
flexible office space. This trend may have been arrested, at least temporarily. 
 
Asked about the UDSB, Mr. Timberlake, Mr. Cariello, and Regent Benoliel explained that the University is 
pursuing strategies to protect its position. 
 
See Attachment F–10. 
 
Approve Interdisciplinary Engineering Building (Action) (Item No. F–11) 
 
Mr. Cariello stated that the requested action would approve a site, a project budget, and an ILP loan to 
construct the Interdisciplinary Engineering Building (IEB). It is a difficult time, but he believes it to be 
prudent to move forward because the College of Engineering (COE) is a rapidly growing unit that enjoys 
strong support from the Legislature. If no state funding is forthcoming, the project will stop after the 
predesign phase. If the state fails to fund the operation and maintenance of the building, the COE will fund 
those expenses. 
 
Mike McCormick, Associate Vice President, Asset Management, Facilities, noted that this building is the 
first phase of a long-term plan to accommodate growing enrollments in the COE. It is a student-focused, 
interdisciplinary building. 
 
Regent Tamaki expressed reservations about approving new construction in the financial context of the 
pandemic, asking to weigh the risks of deferring against the benefits of immediate approval. President 
Cauce responded that, if no state funding is forthcoming, the project will not enter construction. In addition, 
the proposed building is crucial to satisfying some of the concerns noted in Regent Suarez’s presentation: it 
provides an academic “home” for engineering students. Mr. McCormick noted that the design phase has 
been funded. 
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Nancy Allbritton, Dean, College of Engineering, explained how beginning design work will facilitate 
fundraising. Engineers are detail-oriented people who will be inspired by detailed knowledge of plans. 
Virtual teaching does not work well for many engineering classes. The COE needs spaces that it does not 
presently have. COE enrollments have doubled over the past decade without new instructional space. 
Directly admitted students still have no academic “home.” 
 
Asked about donor funds, Dean Allbritton stated that the COE has $2.9 million and an additional $4 million 
in future commitments. It expects between $8 million and $20 million more, even without a naming gift. 
Her goal is to leverage state dollars. President Cauce interjected that the Legislature may consider funding 
this project as a means of economic stimulus through construction jobs. 
 
To the suggestion that one-stage approval might not be appropriate for this project, Mr. Cariello affirmed 
that he cannot envision a planning scenario in which this building is not needed. He reminded Regents that 
he briefs them on all capital projects each month. If no state funds are forthcoming, he must return to the 
Board with an amended project budget, if it is to continue. Asked when this will become clear, Mr. 
McCormick said that this project is the University’s top capital request in the coming legislative session, so 
the outcome should be clear in the spring of 2021. 
 
Dean Allbritton stated that it is time to prepare for the ongoing and incoming tidal wave of engineering 
students. Regent Jaech stated that, as a member of the COE visiting committee, this project is much-
anticipated among COE constituents and donors. 
 
Regent Jaech moved, Regent Riojas seconded, and the Finance and Asset Management Committee 
approved the Interdisciplinary Engineering Building, as presented. 
 
See Attachment F–11. 
 
Adjourn 
 

Hearing no other business to come before the Committee, Regent Riojas adjourned the Finance and Asset 
Management Committee meeting at 12:58 p.m. 
 
  Approved at the meeting of the Committee on September 10, 2020. 


