
Approved at the meeting of the Committee on November 12, 2020. 

 

 
MINUTES 

 
UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 
 

Finance and Asset Management Committee 
 

Thursday, October 8, 2020 
 
Call to Order and Attendance 
 
Committee Chair Regent Riojas called the meeting to order at 9:30 a.m. 
 
Assistant Secretary Tennant called the roll. Present by videoconference and telephone were the Regents: 
Regents Tamaki (Chair), Ayer, Benoliel, Jaech, MacPhee, Pogosian, Rice, Riojas, Zeeck; President Cauce, 
Provost Richards, the Secretary. 
 
Regent Harrell was absent. 
 
Approval of Minutes 
 
Regent Tamaki announced that, hearing no objections, the minutes from the Committee meeting on 
September 10, 2020, were approved, as distributed. 
 
Milgard Hall, UW Tacoma: Amendment to Stage 1 Approval – Site Selection (Action) (Item No. F–1) 
UW Bothell/Cascadia College Phase 4 STEM Building: Stage 2 Approval (Action) (Item No. F–2) 
UWINCO Board Update and Quarterly Investment Performance Report – Quarter Ended June 30, 2020 
(Information only) (Item No. F–3) 
 
Hearing no objections, Regent Tamaki announced that Items F–1, F–2, and F–3 would appear on the full 
Board’s agenda, as distributed. 
 
See Attachments F–1, F–2, and F–3. 
 
Finance, Budget, and Capital Report (Information only) (Item No. F–4) 
 
Sarah N. Hall, Vice Provost, Planning & Budgeting, stated that the first page of her materials explains how 
to read the reformatted Budget Report. With respect to performance, she is not concerned about the 
performance of Seattle academic units. There are concerning developments in self-sustaining units on the 
Seattle and Tacoma campuses. She recognizes that units have successfully controlled expenses to 
compensate for lower revenues. Core academic units have used a smaller proportion of their budgeted 
expenditures in comparison to this time last year. Self-sustaining units have seen both revenues and 
expenses decline. 
 
Regents commented favorably of the new report, noting that the hyperlinks to key documents are helpful 
and that directional arrows indicating trends are helpful for those who are red/green colorblind and cannot 
easily distinguish the red and green indicator lights. 
 
Brian McCartan, Vice President, Finance, introduced two new reports: the Cash and Liquidity Report and 
Procurement Report. Associate Treasurer Alana Askew explained the Cash and Liquidity Report, which 
Finance would like to provide to Regents on a quarterly basis. The purpose of these funds is to permit the 
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University to meet its financial obligations as they come due. UWINCO manages the majority of the 
University’s operating capital, of which the vast majority is restricted to a particular purpose. The 
University’s daily operating liquidity has increased over the past twelve months. Prior to the COVID-19 
pandemic, institutional cash flows were trending upward. Since the pandemic began, mitigation strategies 
have included the receipt of $157 in CARES Act and Federal Emergency Management Agency (FEMA) 
funds. In addition, the University has received $156 million through accelerated Medicare payments and 
deferred FICA contributions, which must be repaid. Half of the University’s funds is available within one to 
thirty days. $1 billion is held in bank deposits and Treasury bills available in one to three days. In addition, 
the Board approved securing two lines of credit amounting to $200 million. For Fiscal Year (FY) 2019, the 
University’s cash on hand of 155 days was in line with its’ peers levels. Comprehensive FY20 figures are 
not yet available, although the Consolidated Clinical Enterprise maintains cash on hand of 67 days, as 
opposed to 64 days in FY19. The UW currently maintains a strong cash position, although this is partly on 
account of one-time Federal support and restricted funds. 
 
Asked whether this report might include a 12- or 24-month forecast, Mr. McCartan replied that it can. 
 
Asked what the triggers for drawing on the line of credit are, Mr. McCartan responded that units, including 
UW Medicine, will apply to the President, who will decide when to draw on the line of credit. 
 
Ann Anderson, Associate Vice President, Enterprise Services, explained that the Procurement Report is a 
directional report and a work-in-progress that Finance would like to provide on a semi-annual basis in order 
to report on goods acquired through the Board’s delegated authority that are not otherwise reported and 
amount to 25 to 30 percent of revenues at the enterprise level. The report does not include goods and 
services acquired by UW Medicine. Procurement staffing and processes have been modernized and will be 
further modernized in coming years: when she joined the University fifteen years ago, there were 160 
employees in Procurement; there are now 45 employees, with broader responsibilities. A large portion of 
UW procurement is driven by the research enterprise, making the share of sole-source purchasing larger 
than that of peers. Travel usually amounts to $70 to $80 million per year, a figure that declined by 38 
percent in FY20. The diverse spend is large, and is defined by Federal categories, which are more broadly 
drawn than the State of Washington’s diverse spend categories. The University also counts second-tier 
spend here, such as the suppliers of Office Depot or Fisher Scientific. She concluded by noting that in 2019 
the University was named public agency of the year by the Northwest Mountain Minority Supplier 
Development Council (NMSDC). 
 
Asked whether it were possible to break major spending down by unit such as Intercollegiate Athletics, Ms. 
Anderson replied that it is. 
 
Asked what the University’s policy is on competitive bids, Ms. Anderson replied that purchases of less than 
$10,000 do not require a competitive bid, while purchases from $10,000 to $100,000 require three informal 
bids including one small or diverse supplier, and purchases greater than $100,000 require a formal, open 
solicitation. Asked further whether the contracts of long-term suppliers are regularly reviewed and rebid, 
Ms. Anderson stated that they are rebid approximately every three to five years, depending on the type of 
contract. 
 
Regent Rice noted that it is important to support small businesses, and that the NMSDC award is a notable 
recognition of the UW’s success in this area. 
 
Lou Cariello, Vice President, Facilities, stated that Ms. Anderson’s report has generated productive 
discussions between Finance and Facilities staff. Four of fourteen projects on his report are under 
construction. Two, the University District Station Building (UDSB) and the Basketball Training/Operations 
Facility and Health and High Performance (H2P) Center, are on hold. For a brief period, now ended, there 
were recently no tower cranes on campus for the first time in a decade. The University is moving forward 
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with a Request for Proposals for the Site W27 project. The Parrington and Oak Hall projects are wrapping 
up. Business Equity targets are being met or exceeded. 
 
See Attachment F–4. 
 
Finance Transformation Update (Information only) (Item No. F–5) 
 
Mr. McCartan reminded Regents that they granted Stage 2 approval to this $269 million project in 
December 2019. The new financial management software is scheduled to go live in July 2022. For the first 
time, the academic core and UW Medicine will share a financial platform. The process is intended to 
improve business processes. Ed Loftus, Associate Vice President for Finance Transformation (FT), will 
speak of progress to date, before Mr. McCartan speaks to project risks. 
 
Mr. Loftus reported good progress and noted that the road ahead for FT is daunting. The overall program 
status is yellow, on account of a complex and challenging technological landscape. Since March, the 
Architect phase has defined major system processes through 24 process design workshops over 8,000 hours 
on Zoom attended by 3,000 individuals that defined 1,000 distinct user stories. 900 systems will be 
impacted by FT. The theoretical has now become real: Workday Finance has been configured with UW 
business processes and a sample of 30 percent of UW financial data in preparation for the next phase of FT. 
A common foundational data model (FDM) has been defined for the academy and UW Medicine. Areas of 
Workday HR/Payroll requiring remediation have been identified. There has been progress in hiring, which 
was formerly the chief risk, with FT 94 percent staffed. Only eight positions remain open in the core 
program. However, partners are seeing some challenges in fully staffing their needs related to FT. 
 
Mr. McCartan explained that the arrows on the risk matrix included in the materials describe relative 
movement from the last FT update. There is a growing risk of having to increase project scope for additional 
information technology (IT) infrastructure for financial reporting. At Yale University, this additional 
investment cost $10 million. Other risks include integration and COVID impacts, especially on program 
schedule. There is now tremendous pressure to meet the July 2022 go-live date. Mr. McCartan noted that, 
due to the complexity of the IT environment and the challenges of working in a remote environment during 
the COVID pandemic, the path to an on-schedule go-live in July 2022 is now perilously narrow. 
 
Asked how many of the 900 ancillary systems will be eliminated, Mr. Loftus replied that 380 of the 968 
systems are planned to be retained. His team is working to reduce that number further, if possible. 
 
Regent Ayer commended Mr. McCartan’s and Mr. Loftus’s transparency, and asked what the S6 group is. 
Mr. McCartan replied that monthly meetings of project sponsors were not sufficiently responsive to needs 
for quick decisions, so the S6 group has met weekly to resolve urgent questions. It includes Ms. Hall and 
Margaret Shepherd, Chief of Staff in the Executive Office of the President and the Provost. 
 
See Attachment F–5. 
 
Advisory Committee on Real Estate (ACRE) Update and Review of Real Estate Strategy (Information only) 
(Item No. F–6) 
 
Regent Benoliel stated that the Committee has already seen multiple new, smarter ways to convey 
information to the Board this morning and that the Facilities team will now present another. 
 
Mr. Cariello noted that ACRE has generally focused on the management of the Metropolitan Tract but is 
now also focusing on the West Campus area in the context of the Campus Master Plan and the University’s 
Long-Term Capital Strategy (LTCS). This item, and the Annual Real Estate Lease Obligation Report 
(ARLO), are intended to elicit responses to the question: how should the UW think about the cost of leased 
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space relative to the cost of built and owned space? The University charges for space usage differently on 
and off campus, and it may be possible to incentivize more efficient use of space. This accords with the 
LTCS, which plans to reduce the University’s physical growth rate because its needs outpace its resources 
by $2 billion. 
 
Todd Timberlake, Chief Real Estate Officer, reported that ACRE met of September 1, welcoming new 
member Rocale Timmons. ACRE discussed the Metropolitan Tract, the UDSB and UW Bothell Housing 
projects, the Olympic Hotel lease amendment, the UW-Gonzaga University Regional Health Partnership, 
and the ARLO. Regent Benoliel then asked than photographs of ongoing renovations to the lobby of the 
Olympic Hotel, which will celebrate its hundredth anniversary in 2024, be shown. 
 
Jeanette Henderson, Executive Director, Real Estate, explained the ARLO, which provides a snapshot of the 
University’s rent payments. Although the Board must approve all leases greater than $15 million, such as 
last month’s approval of the McMurray Building lease, the University leases much space at rates below the 
threshold for Board approval. In total, total current lease obligations amount to $2 billion over their terms 
and 2.5 million square feet in 259 separate, active leases. With the integration of Northwest Hospital in 
January 2020, approximately $40 million of leases were added to the portfolio. Future leasing will be driven 
by ongoing, and uncertain, shifts in the demand for and use of office space. Based on new Governmental 
Accounting Standards Board (GASB) rules, all lease obligations will show on the University’s balance sheet 
in FY22. 
 
Mike McCormick, Associate Vice President, Asset Management, Facilities, summarized the attached slides, 
noting that the University plans to reduce annual spatial growth to 0.5 percent so as to preserve debt 
capacity for renewal and clinical projects, by consolidating leases and reducing square footage where 
possible. Partnerships bring risk, but may be an important element of this strategy. 
 
Asked about the comparative cost to campus units of owned as opposed to lease space, Mr. Cariello replied 
that costs are transparent off-campus because units are charged rent. On campus, activity-based budgeting 
and indirect cost-recovery overhead charges include some maintenance and operation payments, but in a far 
less transparent manner. 
 
Asked about the place of partnerships in realizing the West Campus vision, Mr. Cariello replied that 
partnerships transfer some risk to developers at the cost of realizing potential benefits. For instance, by 
constructing the Site W27 building through a partnership, rent payments to a developer would be higher 
than debt payments for construction. However, the University transfers the risk of leasing the more than half 
of the building not required by the UW to the developer. Chris Malins, Associate Vice President, Treasury, 
added that lease payments increase over time, while debt payments remain stable. Regent Benoliel reiterated 
that the University gives up the possibility of future appreciation by building through partnerships. 
 
See Attachment F–6. 
 
IMA Locker Rooms and Pool Upgrades (Information only) (Item No. F–7) 
 
Mr. Cariello stated that this concerns a 1960s building that needs renewal. Mr. McCormick noted that this 
partial renovation will be funded by Services & Activities Fee reserves and by a $5.5 million internal loan. 
Proposed renovations address the portions of the IMA building not renovated in 1993. The goal would be to 
complete this renovation before the planned demolition of the Pavilion Pool in preparation for the 
construction of Basketball Training/Operations Facility and Health and High Performance (H2P) Center, 
which is currently on hold. 
 
Annette Sommer, Senior Associate Treasurer, explained that the Services & Activities Fee Committee 
(SAFC) has pledged $22.5 million in equity from its reserves. The $5.5 million loan from the Internal 
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Lending Program (ILP) will be amortized over ten years at $685,000 per year. The covenant provides that 
debt service must be paid before other expenses and presumes the Office of Planning & Budgeting’s worst-
case enrollment assumptions. Materials include two stress tests. 
Nina Cao, current SAFC Chair, and Jeremy Moon, past SAFC Chair, emphasized that there is strong, long-
term student support for the renovation, which will redress the inequitable distribution of single-gender 
locker rooms and include a non-binary option. The ASUW Senate has passed a resolution in support of the 
project. 
 
See Attachment F–7. 
 
Adjourn 
 
Hearing no other business to come before the Committee, Regent Tamaki adjourned the Finance and Asset 
Management Committee meeting at 11:30 a.m. 
 
  Approved at the meeting of the Committee on November 12, 2020. 


