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Approve Temporary Waiver of Financial Stability Plan Requirements 
 
RECOMMENDED ACTION 
 
It is the recommendation of the administration and the Finance and Asset 
Management Committee that the Board of Regents approve a waiver of 
Financial Stability Plan (FSP) requirements for all borrowers for fiscal years 
(FY) 2020 and 2021. 
 
BACKGROUND 
 
Board of Regents Governance, Regent Policy No. 73, Debt Management Policy 
(https://finance.uw.edu/treasury/sites/default/files/UW%20Debt%20Management
%20Policy%20Update%20July%202018.pdf), governs the University’s Internal 
Lending Program (ILP). The Debt Management Policy requires that, if ILP 
borrowers fail to comply with loan covenants, each borrower must present a 
mitigation plan for approval by the Board. This process has been used for the 
School of Dentistry, Intercollegiate Athletics (ICA), and, most recently, the UW 
Medicine Consolidated Clinical Enterprise. 
 
There are currently 45 loans in the ILP, of which 34 have loan covenants. 
Broadly, the areas subject to internal covenants include: 
 

• ICA 
• Consolidated Clinical Enterprise 
• Housing & Food Services 
• Student Life 
• UW Tacoma Housing 
• UW Bothell Housing 

 
Loans made to support the academy and the central administration do not 
typically have loan covenants. The Financial Stability Plan (FSP) process was 
designed to identify and focus on specific financial issues with borrowing units 
and not to address institution-wide stress. 
 
The pandemic is having profound impacts on ILP borrowers and the majority of 
ILP borrowers have indicated that they will be unable to comply with ILP 
covenants. Under a more normal circumstance, each of these borrowers would 
submit a FSP for the Board’s consideration. However, there is significant short-
term uncertainty in each of these units and any FSP would now likely be out-of-
date within a few months. 

https://finance.uw.edu/treasury/sites/default/files/UW%20Debt%20Management%20Policy%20Update%20July%202018.pdf
https://finance.uw.edu/treasury/sites/default/files/UW%20Debt%20Management%20Policy%20Update%20July%202018.pdf
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The attachment summarizes all ILP covenants and loan current status. 
 
ENHANCED MONITORING AND REPORTING 
 
As an alternative to requiring borrowing units to prepare formal and likely 
outdated FSPs by October as required by current policy, the Treasury Office 
recommends providing more frequent and comprehensive reporting for FY20 and 
FY21. 
 
At the end of FY21, when there will likely be a greater understanding of the long- 
term impacts of the pandemic on the UW, the units would return to regular 
reporting and monitoring through the Annual ILP Report and Annual Borrower 
Reports. 
 
These interim reports will be called Borrower Risk Reports and at a minimum 
will contain the following elements: 
 

1. Up-to-date financial status, including revenues, expenses, net margin and 
reserve levels; 

2. Major threats to future revenues, including COVID-19 impact; 
3. Ongoing efforts and plans to return to covenant compliance; 
4. Overall unit risk assessment; and 
5. Updated projections based on the most current information (e.g. residence 

hall deposits, ICA ticket refunds, UW Medical Center Montlake payer 
mix). 

 
The Borrower Risk Report will be provided to the Board on a quarterly basis 
beginning in September 2020. If requested, it can be provided more frequently. 
 
Reports complement the Office of Planning & Budgeting’s monthly budget 
reports, with a particular focus on the borrower's ability to make debt service 
payments and the timing of returning to agreed-upon covenants. 
 
Individual borrowers may also present status reports to the Board as appropriate. 
 
UW MEDICINE 
 
The Board approved a FSP for UW Medicine in November 2017 (https://s3-us-
west-2.amazonaws.com/uw-s3-cdn/wp-
content/uploads/sites/12/2018/07/23171902/2017-11-F-5.pdf) through June 30, 

https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2018/07/23171902/2017-11-F-5.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2018/07/23171902/2017-11-F-5.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2018/07/23171902/2017-11-F-5.pdf
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2019. In October 2019 the Board extended the FSP through June 30, 2020 
(https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-
content/uploads/sites/12/2019/10/02112142/2019-10-F-10.pdf and https://s3-us-
west-2.amazonaws.com/uw-s3-cdn/wp-
content/uploads/sites/12/2019/11/14160651/Minutes-2019-10-FAM.pdf). As a 
result of this plan, internal covenants have been suspended. The pandemic effects 
on the finances of the Clinical Enterprise are large and still coming to light, as 
explained at the Board’s last meeting (https://s3-us-west-2.amazonaws.com/uw-
s3-cdn/wp-content/uploads/sites/12/2020/05/13132515/2020-05-B-2.pdf). As part 
of this enterprise-wide effort to provide time for units to determine the how the 
pandemic will affect them, the Treasury Office proposes continuing the 
suspension of internal covenants for UW Medicine Clinical Enterprise and 
increasing monitoring and reporting in alignment with the other ILP borrowers for 
FY20 and FY21. 
 
 
Attachment 
ILP Borrower Covenant and Compliance Snapshot 

https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2019/10/02112142/2019-10-F-10.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2019/10/02112142/2019-10-F-10.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2019/11/14160651/Minutes-2019-10-FAM.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2019/11/14160651/Minutes-2019-10-FAM.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2019/11/14160651/Minutes-2019-10-FAM.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2020/05/13132515/2020-05-B-2.pdf
https://s3-us-west-2.amazonaws.com/uw-s3-cdn/wp-content/uploads/sites/12/2020/05/13132515/2020-05-B-2.pdf


ILP Borrower Covenant and Compliance Snapshot 
 

ILP Covenants In Compliance as of? 
  

Outstanding Loan Amount Actual Projected 

  Credit Pledge  as of 6/30/20 Borrower (1) Project Debt Service Coverage (DSC) Minimum Reserves 12/31/2019 6/30/2020 
 

 

 

 

 

 

(1) Excludes any related Central, legacy, FAST, non‐ILP loans that do not have ILP covenants 
(2) Includes loans related to Phases 1A, 1B, 2A,2B, 3, 4a, Cavalier Acquisition, Radford Court, Commodore Duchess, Nordheim Court and McMahon 
(3) 

Includes loans related to Hall Health, Husky Union Building and Ethnic Cultural Center 
 

Key 

In compliance  

Not in compliance 

Uncertain 

 
 
 
 

 
Clinical Revenues 

$253.78M Medicine 
UWMC Expansion Phase 
1 & 2 

Minimum 1.25x DSC [n/a ‐ waived by FSP] Minimum of 75 days of cash on hand [n/a ‐ waived by FSP] 

$33.68M Medicine Destination One n/a ‐ waived by FSP n/a ‐ waived by FSP 

$5.73M Medicine Childbirth Center n/a ‐ waived by FSP n/a ‐ waived by FSP 

$57.07M Medicine NW Hospital Minimum 1.25x DSC [n/a ‐ waived by FSP] Minimum of 50 Days Cash On Hand [n/a ‐ waived by FSP] 

 

$9.59M 
 

School of Dentistry 
 

Pediatric Dentistry 
n/a ‐ Central loan. Will generally require a neutral/positive margin. SOD will provide updated proforma annually.  

OPB/Treasury will determine if/when add'l BOR reporting is required 

 

 

 

 

 

 

Projecting slight + 

margin 

 
 
 
 
 

 
Housing Revenues 

$690.97M HFS (Seattle) 
Combined Seattle 

Housing System (2) 
Minimum 1.25x DSC 

HFS unrestricted reserves will be no less than the sum of 60% 

of four months of expenses plus $2.5 million 

 

 
$17.80M 

 

 
Tacoma 

 

 
Court 17 

 

 
Minimum 1.25x DSC 

 

Unrestricted reserves will be no less than one‐year of debt 

service, beginning in the fiscal year ending June 30, 2021 

 

$10.86M 

 

Bothell 

 

UW Bothell Housing 

 

Minimum 1.25x DSC 

 
UW Bothell unrestricted reserves will be no less than one year 

of debt service 

 

 

 

 
 

 

 

 

 

 

 

 
 

 

 

 

 
 
 

 
Intercollegiate 

Athletics Revenues 

 

$11.80M 

 

ICA 

 

Ballpark 

DSC must meet an annual minimum coverage of 

1.0x. Additionally, a 3‐yr average of DSC must 

meet a minimum of 1.25x. If not met, add'l 
reserves must be held 

ICA unrestricted reserves will be no less than one year of debt 

service. If the 3‐yr average of DSC is less than 1.25x, reserves 

must increase by the difference between the required and 
existing DSC 

 

$226.22M 

 

ICA 

 

Stadium 

DSC must meet an annual minimum coverage of 

1.0x. Additionally, a 3‐yr average of DSC must 

meet a minimum of 1.25x. If not met, add'l 

reserves must be held 

ICA unrestricted reserves will be no less than one year of debt 

service. If the 3‐yr average of DSC is less than 1.25x, reserves 

must increase by the difference between the required and 

existing DSC 

 
 

UW Tacoma 

Operating Revenue 

 

$5.23M 

 

UW Tacoma 

 

UW Tacoma Phase 3 

 

Minimum 1.25x DSC 

 

None 

 
 
 
 

 
Student Fee 

Revenues 

 

$102.1M 

 

Student Life 

 
Combined Seattle 

Student Life System (3) 

 
Minimum 1.10x DSC (based on total Services 

and Activities Fee revenue) 

 

None 

$17.07M Bothell UWB Student Center Minimum 1.25x DSC 
Minimum of one year's debt service is required to be held in 

student fee reserves 

$0.87M Bothell UW Bothell Sports Field Minimum 1.25x DSC 
A minimum of one year's debt service is required to be held in 

student fee reserves 

$11.66M Tacoma UW Tacoma YMCA Minimum 1.25x DSC 
Minimum of one year's debt service is required to be held in 

student fee reserves 
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