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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

 

Thursday, February 13, 2020 

Petersen Room, Allen Library 

 

Call to Order and Attendance 

 

Committee Chair Regent Riojas called the meeting to order at 9:25 a.m. 

 

Present were the Regents: Regents Riojas (Chair), Benoliel, Harrell, Jaech, MacPhee, Suarez, Tamaki, 

Zeeck; President Cauce, Provost Richards, the Secretary. 

 

Regents Ayer and Rice were absent. 

 

Approval of Minutes 

 

Regent Riojas announced that, hearing no objections, the minutes from the Committee meeting on 

December 12, 2019, were approved, as distributed. 

 

Actions Taken Under Delegated Authority (Information only) (Item No. F–1) 

2019 Internal Audit Results (Information only) (Item No. F–2) 

Amend Resolution to Issue General Revenue Obligations for University Projects and Refunding (Action) 

(Item No. F–3) 

 

Regent Riojas announced that, hearing no objections, 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) (Item No. F–4) 

 

Lou Cariello, Vice President, Facilities, reported that there are thirteen projects on the capital projects 

report, of which eight are in the planning or design phases. He indicated that the Business Equity column 

demonstrates significant progress, especially with respect to the Founders Hall project. Demolition of 

Mackenzie Hall will begin after Spring Break. The Stevens Court project will remain above budget through 

closeout. This, however, is funded by an insurance claim on the previous contract, rather than by the 

University. The City of Seattle has granted a permit to the Northwest Hospital Childbirth Center, allowing 

demolition and construction to begin. Mitigation is underway for the Health Sciences Education Building 

project. The Rosling Center will be completed at $2 million under budget. The University District Station 

Building project has stimulated refinement of the UW’s approach to private/public partnerships (P3s), 

honoring investors’ equity while accommodating UW processes and retaining ultimate control of building 

design. The Architectural Commission’s process is being adapted to increasing numbers of P3s and 

design/build contracts. 

 

Sarah N. Hall, Vice Provost, Planning & Budgeting, stated that, as of December 31, 2019, at the midpoint of 

the fiscal year, expenses are trailing core operating costs, compensation costs are rising, and benefits costs 
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are gently decreasing. The revenue of auxiliary, self-sustaining units has declined by 4.8 percent, of which 

1.2 percent reflects actual declines in revenue and the remainder what is called “reverse revenue” transferred 

to capital projects. Most units have submitted their Fiscal Year (FY) 2021 operating budget projections 

based on FY 2019 actuals and FY 2020 year-to-date figures within the deadline of February 3. She and her 

staff will follow up with thirty-six budget pre-meeting calls. Enrollment and tuition recommendations are in 

preparation for review by the President and the Provost before they come to the Board in May and June. 

 

Brian McCartan, Vice President, Finance, reported that Item F–3 amended last July’s bond resolution to 

permit an advantageous refunding of existing debt. $102 million of bonds authorized by that resolution will 

be priced by the next Board meeting, along with any refunding of existing bonds, likely at a rate close to 

3.11 percent. He thanked Associate Treasurer Shannon Thompson for managing the transaction. The ratings 

agencies have maintained the University’s split credit rating of Aaa/AA+. 

 

Asked whether she is concerned about a decline of 1.2 percent in the revenues of auxiliary units, Ms. Hall 

stated that her team is working with the units concerned to understand the causes of this decline, which vary 

by unit. Some of the decline reflects the timing of fund flows, and when different expenses and revenues are 

realized. 

 

Asked whether the ratings agencies expressed any concerns while maintaining the University’s positive 

credit rating, Mr. McCartan replied that there are two areas of concern: first, though UW Medicine’s 

financial situation improved in FY 2019, in comparison to FY 2017 and 2018, it has relatively low levels of 

cash on hand and narrow operating margins; secondly, the University’s overall debt level is of concern to 

the ratings agencies, which is why the administration recommends keeping it stable in coming years. 

 

See Attachment F–4. 

 

Diversity, Equity, and Inclusion Advisory Committee Update (Information) (Item No. F–5) 

Business Diversity and Equity Report (Information) (Item No. F–6) 

 

Regent Harrell asked if there were objections to presenting Items F–5 and F–6 together. Hearing none, she 

began by thanking Regents Riojas, Tamaki, and MacPhee for their collaboration, President Cauce and 

Provost Richards for their support, and Barbara Wingerson and Ann Anderson for their crucial efforts in the 

area of diverse contracting and procurement. One year ago Regent Harrell promised the Board that she 

would return with a procurement dashboard, and thanked Mr. Cariello for adding the Business Equity 

column to the monthly capital projects summary. 

 

The Diversity, Equity, and Inclusion Advisory Committee (DEI) was created in 2016 by Regents Rice, 

Harrell, and Riojas, initially to focus on the University’s contracting processes and to align the Board’s 

actions with Presidential initiatives. The intent was to create dashboards tied to each area of the committee’s 

charter, and to compile high-quality data into a transparent, accessible databook. 

 

Rickey Hall, Vice President, Minority Affairs & Diversity, University Diversity Officer, reported that the 

committee met on January 16. It discussed the Washington State disparity study, business diversity and 

equity, and data on professional and classified staff applicants, interviewing pools, and hires. He thanked 

Jeanette James, the Office of Minority Affairs & Diversity’s Director of Strategy, for her support of the 

committee. 

 

Regent Harrell and Regents on the committee subsequently met with staff to examine Business Diversity 

and Equity more deeply data in preparation for today’s meeting. She looks forward to doing the same for 

students and for the University’s faculty and staff. 
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Mr. Cariello introduced Aleanna Kondelis, Director of Procurement, Sourcing, and Business Diversity & 

Equity, Facilities, who works in partnership with many across campus in this area. He noted of the 

predistributed materials that the $1.25 billion figure for goods and services on Slide 5 includes neither 

construction costs, where the diverse spend occurs primarily indirectly through subcontracting, nor 

approximately $100 million in transactions on University procurement cards (ProCards). $183 million of the 

$1.25 billion is spent with small businesses and $16 million with certified women- and minority-owned 

business, which is probably low because state certification constitutes a hurdle for many small businesses, 

even though the State has made efforts to mitigate perceived barriers to certification. Trends in diverse 

spending are generally upward from FY 2017 to FY 2019. He hopes that visibility and leadership attention 

facilitate progress in this area. 

 

Regent Zeeck noted that you cannot manage what you cannot measure, and thanked Mr. Cariello for 

providing context for the data. 

 

Asked what the levers of diverse spending are, Ms. Kondelis that reporting is a major lever, with the 

classification of a particular expenditure as ‘diverse’ sometimes depending on whether a contractor was paid 

as an individual or as a business. Another major lever is education, particularly of central procurement staff. 

Regent Harrell elaborated that she believes in getting close to those doing actual contracting and 

procurement work, empathizing with their narratives, providing a hopeful vision of improvement, and thus 

motivating action. 

 

Asked about Finance Transformation’s contribution to these efforts, Mr. Cariello stated that his team is 

partnering with Finance Transformation staff to identify opportunities where Workday Finance might help 

to remedy gaps in current data. 

 

Regent Riojas thanked Regent Harrell for her leadership. 

 

See Attachments F–5 and F–6. 

 

Audit Advisory Committee Update (Information) (Item No. F–7) 

 

Regent Zeeck reported that the Audit Advisory Committee met on the previous day, when it reviewed 

changes to UW accounting policies to comply with new Governmental Accounting Standards Board 

(GASB) guidelines, KPMG’s audit plan, Internal Audit’s plan for the coming calendar year, and the efforts 

of the Chief Information Officer and Chief Information Security Officer to safeguard the integrity of the 

University’s financial data. The committee also discussed changes to the committee’s role, including: 

 review of UW Medicine draft financial statements because of the Board of Regents’ ultimate 

responsibility for their integrity; 

 moving from four to six annual meetings; 

 spending more time in closed session with the external and internal auditors without staff present; 

and 

 receiving more direction from the Board about its expectations of the committee. 

 

See Attachment F–7. 

 

Approve Intercollegiate Athletics Basketball Training/Operations Facility and Health & High Performance 

Center (Action) (Item No. F–8) 

 

Mr. Cariello asked the Committee to recommend approval of the project site, project budget, and a potential 

Bridge loan. The project, included in the annual capital plan for the past two years, prompted his team to 

reexamine the ‘gates’ to capital approvals, especially for donor-funded projects. He is confident in the cash 
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flow from pledges for this project, and noted that Intercollegiate Athletics will be funding operation and 

maintenance costs for the facility in perpetuity. 

 

Mike McCormick, Associate Vice President, Asset Management, Facilities, told Regents that the facility 

will provide a home for the Men’s Basketball team and for other projects. The UW is one of two Big Five 

universities without such a facility. The project includes both partial renovation of the Graves Annex and a 

new building on the site of the Pavilion Pool. It will add 40,000 new, net square feet. In 2018 the Seattle 

Landmarks Commission confirmed that the Pavilion Pool did not merit landmark status. The project has 

aligned budget to expectations, and stair-stepped cash-flow to planned expenditures, as in the attached chart. 

 

Annette Sommer, Senior Associate Treasurer, explained that the Bridge loan will address any potential 

timing gap between construction expenditures and the realization of pledges. The loan will be no greater 

than $12.5 million and must be repaid within seven years of approval. It can be outstanding only for five 

years. She expects it to be used in 2023, when it will be assigned a market rate, to be held stable over the 

term of the loan. The Treasury Office has reviewed the documentation of pledges, Intercollegiate Athletics 

(ICA) reserve levels, and capital project guidelines. 10 percent of donor funds must be in hand at approval 

and 25 percent must be received for construction to begin. There are three primary risks: 1) the low 

percentage of realized pledges at approval, which the Treasury Office believes to be counterbalanced by the 

composition of the donor group; 2) contributing $9 million in reserves could limit ICA’s ability to respond 

to unanticipated future financial events and revenue fluctuations; and 3) the possibility of changes to the 

project, fundraising, the Bridge loan, or ICA’s finances during the long period before construction begins. 

 

Jennifer Cohen, Director, ICA, stated that the project is part of her long-term vision for ICA. It will have a 

positive impact on the well-being of the University’s student athletes. The Health & High Performance 

Center (H2P) in the renovated Graves Annex will contain a weightroom and will allow the centralization of 

training, nutrition, and other health services. The similar Football Operations facility has been a great 

success. All sports other than Football will use this facility. She expects up to 500 student athletes to use it 

each day. The basketball practice facility will take some pressure off Hec Edmundson Pavilion, a heritage 

facility that must accommodate the practice schedules of four arena sports (Men’s Basketball, Women’s 

Basketball, Volleyball, and Gymnastics). Ms. Cohen concluded by noting that fifteen families have together 

pledged $53 million to the project. Approval will permit her to seek naming opportunities to secure the 

remaining required funding. 

 

President Cauce praised Ms. Cohen for her exemplary leadership, noting how she has positively transformed 

the culture of ICA through her focus on wellness, resilience, and life skills. 

 

Regents expressed excitement, and praised Ms. Cohen’s integrity. 

 

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

approved the Intercollegiate Athletics Basketball Training/Operations Facility and Health & High 

Performance Center, as presented. 

  

See Attachment F–8. 

 

Adjourn 

 

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

Management Committee meeting at 10:35 a.m. 

 

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


