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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 
 

Thursday, May 14, 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 telephone and videoconference 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 April 9, 

2020, were approved, as distributed. 

 

Actions Taken Under Delegated Authority (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. 

 

Finance, Budget, and Capital Report (Information only) (Item No. F–2) 

 

President Cauce thanked staff for their work during this busy and dynamic budget season. What will be 

presented reflects the best information that the administration has today. The state Office of Financial 

Management has asked universities to model their responses to an up to 15-percent reduction in state 

funding. Such a reduction in state support would be devastating to the UW. Unlike the 2008 downturn, 

when impacts were concentrated in the University’s academic and administrative units, today’s economic 

impacts have been felt first in auxiliary units but will soon impact the rest of the University. 

 

Brian McCartan, Vice President, Finance, reported that he will request that the Board take a number of 

actions in June relating to institutional and unit liquidity. With respect to debt markets, there have been 

severe impacts to the tax-exempt bond market. Rates have nevertheless fallen slightly. If the University 

were to issue long-term debt today, it would do so at approximately 3 percent. Markets have unfrozen, with 

several peers having recently settled large bond transactions, although the UW will not go to market again 

until 2021. He is monitoring the University’s liquidity, including that of UW Medicine, and is seeking bids 

to establish a $200 million line of credit, which he will present to the Board in June. 

 

Sarah Norris Hall, Vice Provost, Planning & Budgeting, will provide a substantive budget outlook for the 

Fiscal Year (FY) 2021 operating budget in the afternoon. Through March, expenditures and revenues were 

displaying similar trends to past years. Self-sustaining units, with the exception of UW Medicine, have seen 

a 2.7 negative net margin to date for FY20. She noted that a figure in Attachment F–2.1 compares March 



MINUTES – Finance and Asset Management Committee Meeting on May 14, 2020 Page 2 

performance over the past five years and reveals the drastic decline in March revenues of self-sustaining 

auxiliary units, especially Housing & Food Services. Her team has created a system for tracking COVID-

related expenses, so that it can provide a baseline figure for monthly COVID-related losses by fund source, 

by unit, and by outlay. It is developing a disciplined process for disbursing CARES Act funds to units. 

 

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

scorecard are under construction, and nine in planning stages. The former remain in compliance with public 

health guidance. Phase 1 reopening guidelines include thirty jobsite requirements, and Facilities staff are 

monitoring compliance on jobsites. Safety is his priority. A sixth worker has tested positive for coronavirus 

on the Rosling Center jobsite. He believes the cases to be unrelated, and Lease Crutcher Lewis is following 

its safety plan and paying careful attention to distancing and hygiene requirements. The site has been closed 

three times for cleaning. The Oak Hall, Parrington Hall, and Northwest Childbirth Center projects will be 

delayed by one month. Crew sizes are three quarters of their pre-COVID sizes. An architectural firm, 

Architectural Research Office (ARO), has been selected for the Milgard Hall design/build project. Activity 

on the H2P and Site W27 projects has been paused. Business equity indicators are tracking to forecasts. 

 

Asked about delays to the Oak Hall project, Mr. Cariello replied that completion was scheduled for July, is 

now August, and may be deferred to September. Steve Tatge, Executive Director of the Project Delivery 

Group, said that timing is tight for fall occupancy. His team will seek to compress the construction schedule. 

 

Asked whether the desirability of active capital projects, in both construction and planning phases, had been 

reevaluated in light of COVID-19 with an eye to contractual obligations, Mr. Cariello stated that his team is 

constantly assessing desirability and contractual obligations. President Cauce observed that construction 

costs went down in 2008, enabling the University to accelerate construction; now they are increasing at the 

same time as projects are taking longer. 

 

See Attachment F–2. 

 

Quarterly Advisory Committee on Real Estate (ACRE) Update (Information only) (Item No. F–3) 

 

ACRE Chair Regent Benoliel introduced Todd Timberlake, Chief Real Estate Officer, who reported that 

ACRE met remotely. It discussed a potential UW Real Estate entity, exploring peers’ property-development 

vehicles with the aid of a consultant. It discussed results of the request for proposals for the Site W27 

project, which is now paused, and the University District Station Building project. Facilities has received 

responses to the request for qualification on the UW Bothell housing project. Requests for proposals are out 

to four developers, and are due on May 11. Subsequent to the meeting, he learned that construction on the 

Rainier Square Tower and Fairmont Olympic Hotel, paused on March 23, recommenced on May 4. Mr. 

Timberlake thanked Regent Benoliel for assistance with legal aspects of the situation. There are financing 

problems for the proposed third building on the Rainier Square site. ACRE will meet again in June. 

 

See Attachment F–3. 

 

UW Medical Center Northwest Childbirth Center: Approve Budget Adjustment (Action) (Item No. F–4) 

 

Mr. Tatge reported only limited access to the structure was possible prior to construction. Construction 

revealed problems with emergency power circuitry, asbestos contamination, and problematic subsoil 

conditions. The project’s contingency funds have been exhausted and, because the amount of the increase 

exceeds 10 percent of the initial project cost, requires the Board’s approval. 

 

Cindy Hecker, Chief Executive Officer, UW Medical Center, described the Childbirth Center (CBC) as a 

crucial means to achieve a strong commercial payer mix at UW Medical Center Northwest (UWMC-NW) 

and to attract patients to UW Medicine in general. The aging building was constructed in 1960, and makes 
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attracting physicians and patients challenging. UW Medicine is investing in marketing, and hopes that the 

first tele-obstetrics program in the state will draw in new patients. Philanthropic funding is being sought, but 

the cost increase will be funded by UW Medicine at the expense of its other capital priorities. $13 million 

has already been spent, and stopping construction at this point could make it difficult to meet regulatory 

requirements for permanent hospital structures. 

 

Asked whether the possibility of extended social distancing might change elements of project design, Mr. 

Cariello stated that his team is tracking this possibility. Associate Vice President Mike McCormick stated 

that his team is trying to imagine future ventilation and space requirements. However, all new construction 

exceeds current standards. The challenge is to retrofit older buildings. 

 

Asked whether the CBC is still key to achieving financial sustainability at UWMC-NW, Ms. Hecker replied 

that the number of births is low, and must increase to ensure the financial stability of UWMC. 

 

Asked what the “other departmental funds” that make up the bulk of increased funding are, Ms. Hecker said 

that these come out of an annual fund that UW Medicine designates each year to fund capital priorities. Mr. 

Tatge added that his team now has a firm idea of project costs. 

 

Regent Jaech moved, Regent Ayer seconded, and the Finance and Asset Management Committee approved 

the budget adjustment to the UW Medical Center Northwest Childbirth Center project, as proposed. 

 

See Attachment F–4. 

 

Behavioral Health Teaching Facility: Stage 2 Approval (Action) (Item No. F–5) 

 

Mr. Cariello introduced what may be the last Stage 2 approval presented to the Committee, as the new 

capital planning model effectively shifts Stage 1 approval to inclusion on the annual five-year capital 

budget. The Board granted Stage 1 approval to this $225 million project in July 2019. Construction is 

contingent on receiving the second installment of state funding, amounting to $191 million. Today’s item 

proposes a site and requests authorization to engage in necessary contracts. 

 

Mr. McCormick described a structure of 210,000 square feet with a minimum of 150 beds, 50 for 

involuntary commitments, 50 for geriatric care, and 50 for combined medical/surgical care. The project is 

100-percent state-funded. The University is seeking ongoing operating funding for the facility. If the $191 

million is not allocated, he will return to the Board with an adjusted project scope. Behavioral health 

facilities are expensive to build and to operate. The proposed site complies with the 1991 institutional 

master plan governing land usage on the site of Northwest Hospital. It is currently the site of an 

administrative building, which will be demolished. 

 

Asked whether the campus is fully built out, Mr. McCormick replied that there are parking lots and low-

height, low-capacity buildings that could be replaced. At some point, the University will revisit the 1991 

master plan. The design team is planning so as to accommodate possible future development. 

 

Asked about likely shortfalls in state funding, reflecting a major downturn in state revenues, Mr. Cariello 

affirmed that this project is a huge legislative priority. His prime concern is to secure operating funding 

during the 2023-2025 biennium. 

 

Asked whether the requested action authorized the spending of funds not yet received, President Cauce 

replied that it did not. Mr. McCormick added that strict cash-flow monitoring so as not to exceed ready 

funds is standard practice. 
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Regent MacPhee moved, Regent Ayer seconded, and the Finance and Asset Management Committee 

granted Stage 2 approval to the Behavioral Health Teaching Facility, as presented. 

 

See Attachment F–5. 

 

UWINCO Board Update and Investment Performance Quarterly Report – Quarter Ended December 31, 

2019 (Information only) (Item No. F–6) 

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

Cambridge Associates Investment Review (Information only) (Item No. F–8) 

 

Regent Riojas stated that the last three items would be presented together. 

 

Regent Ayer reported that the investment environment is very different than it was at his last report. The 

UWINCO Board and the UWINCO staff are well-seasoned groups that have experienced such crisis 

situations before. Markets and economies seem particularly disconnected, with markets reflecting less 

uncertainty than seems apparent in the “real” economy. 

 

Keith Ferguson, Chief Investment Officer, UWINCO, stated that uncertainty has led to volatility and to 

lower returns. The UW’s tilt towards emerging markets and public equity causes the University’s 

investments to be more volatile in the short term but to perform more favorably in the long term. In 2019 the 

Consolidated Endowment Fund (CEF), the University’s long-term investments, returned 16 percent and the 

Invested Funds (IF), something like the University’s checkbook, returned 1.7 percent. He then explained the 

slides of Attachment F–7.1 to the Committee, focusing on governance and oversight. He noted that 

UWINCO adopted a five-point environmental, social, and governance (ESG) investing plan in 2013 as part 

of the movement to monitor not just shareholder, but also stakeholder value from investments. 

 

Regent Benoliel observed that the Board of Regents has ultimate authority over and responsibility for the 

University’s investments, which are managed by the Chief Investment Officer within policy guidelines set 

by the Board. The UWINCO Board is an advisory body. 

 

Mr. Ferguson noted that, in comparison to 2008, when households were over-leveraged, it is now 

corporations that face problems of liquidity and solvency. All epidemics come to an end, but market and 

economic adjustments take time. He expects two to three years of uncertainty. 

 

Asked about the portfolio’s tilt to China and India, Garth Reistad, Deputy Chief Investment Officer, 

UWINCO replied that these are areas of opportunity. 

 

Asked about market volatility, Mr. Ferguson stated that the UWINCO Board believes that uncertainty may 

persist, with many little V-shaped recoveries in coming years for longer than most expect. There will be 

volatility in the UW’s portfolio, and volatility can bring opportunity. In 2008, he noted that UWINCO 

requested authorization to borrow to invest at the bottom of the market, which the Board did not grant. 

There is now an inter-fund loan agreement to prevent the UW from being forced to sell long-term positions 

in challenging markets. UWINCO and the Treasury Office are working out operational details of this 

agreement. Asked further about the endowment spending rate, Mr. Ferguson said that the vast majority of 

the endowment is for restricted uses, and its corpus must be preserved for future students. It provides 

approximately 3 percent of the annual operating budget. 

 

President Cauce interjected that, to a certain degree, it is a false dichotomy to speak of prioritizing current 

over future students. 

 

Asked what lies over the horizon for the spending rate, Mr. Ferguson said that he might have preferred to 

reduce it to 4 percent, but would not now recommend this. He may recommend extending the average on 
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which the spending rate is calculated from five to seven years, which could benefit campus units. He will 

also likely propose shifting future policy for greater exposure to emerging markets and private equity. 

 

Asked whether he predicts a deflationary or inflationary crisis, Mr. Ferguson stated that he expects the 

United States to move in a similar direction as Japan. Massive national debt may lead either to rising 

inflation or to currency devaluation in the long term. 

 

Mr. Reistad and Scott Davies, Chief Operating Officer, UWINCO, explained slides 16 and 17 of 

Attachment F–7.1. 

 

Max Senter from Cambridge Associates, the University’s longtime, outside investment consultant, reported 

that the UW has had a remarkably stable structure of governance for its investments. He evaluates the 

University’s investments by a number of benchmarks. UWINCO’s diversified portfolio has underperformed 

in the near term, but it outperforms all benchmarks at intervals greater than three years. The world recently 

experienced the fastest onset of a bear market in history, with losses of twenty percent in just a few weeks. 

In contrast, the 50-percent decline between October 2007 and October 2009 was spread over two years. 

There really is no other option than a balanced stock portfolio for achieving long-term yield: $1 invested in 

equities in 1900 would have grown to $52,761 today, far more than $1 retained in cash or bonds. 

 

Regent Riojas stated that he regretted having to shorten presentations, but needed to end discussion to get 

the meeting back on schedule. 

 

See Attachments F–6, F–7, and F–8. 

 

Adjourn 

 

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

Management Committee meeting at 10:46 a.m. 

 

  Approved at the meeting of the Committee on June 11, 2020 


