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MINUTES 

 

UNIVERSITY OF WASHINGTON 

BOARD OF REGENTS 

 

Finance and Asset Management Committee 

 

Thursday, June 10, 2021 

 

 

Call to Order and Attendance 

 

Committee Chair Regent Tamaki called the meeting to order at 8:30 a.m. 

 

Assistant Secretary Tennant called the roll. Present by videoconference and telephone were the Regents: 

Regents Tamaki (Chair), Benoliel, Harrell, Jaech, MacPhee, Pogosian, Rice, Riojas, Zeeck; President 

Cauce, Provost Richards, the Secretary. 

 

Regent Ayer was absent. 

 

Approval of Minutes 

 

Regent Tamaki announced that, hearing no objections, the minutes of the Committee meeting on May 13, 

2021, were approved, as distributed. 

 

UWINCO Board Update and Investment Performance Quarterly Report – Quarter Ended March 31, 2021 

(Information) (Item No. F–1) 

 

Hearing no objections or questions, Regent Tamaki announced that Item No. F–1 would appear on the 

Board’s agenda. 

 

See Attachment F–1. 

 

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

 

Sarah N. Hall, Vice Provost, Planning & Budgeting, reported on the first ten months of Fiscal Year (FY) 

2021, from July to April. Core academic spending is consistent with historical utilization. There is a slight 

increase in self-sustaining unit revenues as a combined whole in comparison to FY20, and margins are 

improved. Margins continue to be depressed compared to FY18 and FY19. There are no significant changes 

to budget indicators from last month. 

 

Brian McCartan, Vice President, Finance, presented the attached Semi-Annual Debt Report (SADRe), 

explaining that the University has approximately $2.4 billion of debt outstanding at a weighted average cost 

of 3.3 percent. If the University were to issue debt today, it would like be at an attractive rate of 

approximately 3 percent. However, inflationary pressures are rising and could impact interest rates. 

 

Alana Askew, Senior Associate Treasurer, Cash Governance, presented the attached, quarterly Cash & 

Liquidity Report. Since December, the University’s total daily operating liquidity has increased by $80 

million, reflecting steady cash inflows, including pandemic relief that must be repaid, and strong expense 

control. Liquidity increased from 155 to 167 days cash on hand from FY19 to FY20. In comparison, peers’ 

cash levels increased from 157 to 185 days. Much liquidity is for restricted purposes, and not for general or 
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discretionary use. UWINCO and the Treasury Office are now discussing shifting funds from the Short-Term 

to the Long-Term Pool, while preserving adequate liquidity. The University secured two lines of credit last 

year, which provide valuable additional liquidity. It has no plans to use them. 

 

Asked whether the Northwest Hospital payable appears on the second page of the SADRe, Mr. McCartan 

replied that it does not, because it is not external borrowing but an internal balance reflecting an 

accumulated deficit. 

 

Lou Cariello, Vice President, Facilities, reported that six of sixteen projects on the Capital Report are under 

construction. Milgard Hall, UW Bothell STEM IV, and the Behavioral Health Teaching Facility will begin 

construction this summer. He explained that the closure of Katerra last week may lead to a delay of some 

weeks for Founders Hall while the University explores options for securing the remaining cross-laminated 

timber (CLT) panels needed for the project. CLT panels for Milgard Hall and for the Health Sciences 

Education Building were sourced elsewhere, so those projects should be unaffected. An increase to the 

furniture budget for Founders Hall of 1 to 2 percent will be funded by donations. Selection of project teams 

for the UW Medical Center membrane, Power Plant Renewal, and Basketball Operations and Health & 

High-Performance Facility are moving ahead. Plans are underway to build a minimum of 150 affordable 

housing units on the Filer property at Northeast 42nd Street and Roosevelt Avenue Northeast, in compliance 

with the University’s commitment in the Campus Master Plan. These will be constructed in partnership with 

the Seattle Housing Authority, which will manage the Request for Proposals/Qualification. They will be 

affirmatively marketed to UW staff and would ideally offer childcare facilities. He expects to ask the Board 

to approve a ground lease during the first half of 2022. Business equity performance is strong. 

 

Regent Rice expressed her happiness with business equity progress. 

 

See Attachment F–2. 

 

Approve Extension of Temporary Waiver of Financial Sustainability Plan Requirements (Action) (Item No. 

F–4) 

 

Mr. McCartan explained that the Board waived the requirement that internal borrowers in violation of 

Internal Lending Program covenants have Board-approved Financial Sustainability Plans (FSPs) last June 

because financial uncertainty consequent upon the pandemic made projections exceedingly uncertain. In 

place of FSPs, the Board received Quarterly Borrower Risk Reports. Staff recommend the extension of this 

waiver for FY22. 

 

Regent Harrell moved, Regent Rice seconded, and the Finance and Asset Management Committee approved 

the extension of the temporary waiver of FSP requirements through June 30, 2022, as presented. 

 

See Attachment F–3. 

 

Quarterly Borrower Risk Reports (Information) (Item No. F–4) 

 

Chris Malins, Associate Vice President, Treasury, introduced the fourth set of Quarterly Borrower Risk 

Reports (QBRR). These report quarter-to-quarter financial status, mitigation and revenue generation 

strategies, and an independent risk assessment by the Treasury Office. They will next be presented in 

September. 

 

Jacqueline Cabe, CFO, UW Medicine, and Vice President for Medical Affairs, noted that year-to-date 

results are reported in comparison with the FY21 budget and with adjusted FY20 results with adjustments 

for pension costs removed. Reporting concerns the Consolidated Clinical Enterprise (CCE), from which 

Harborview Medical Center, Valley Medical Center, and the School of Medicine are excluded. The 1.3 
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percent margin is 0.2 percent favorable to budget and improves upon FY20, even accounting for pension 

costs and COVID relief funding. There is no remaining unrecognized stimulus, although more is expected. 

The CCE has 96 days cash on hand, including Medicare advance payment. Excluding Medicare advance 

payments, it has 77 days cash on hand. Repayment of advance payments began in April. Strong expense 

control and contract pharmacy volumes have improved results. Subsequent to the QBRR, April results are 

again favorable to budget. Ms. Cabe concluded by recognizing the efforts of UW Medicine staff. 

 

Jan Rutledge, Associate Vice Chancellor for Finance, UW Tacoma, reported that the pandemic and 

consequent social distancing continue to have significant impact on Court 17 operations and finances. 

However, the QBRR was finalized prior to the Governor’s announcement of a forthcoming normalization of 

public health guidelines, so it assumes social distancing and lower revenues than will likely the case. UW 

Tacoma maintains adequate reserves to cover any FY22 losses. 

 

See Attachment F–4. 

 

Approve Distribution from Internal Lending Program Rate Stabilization Account to Intercollegiate Athletics 

(Action) (Item No. F–5) 

 

Mr. Malins stated that the proposed action allocates up to $10 million from the Internal Lending Program 

(ILP) Rate Stabilization Account (RSA) to support Intercollegiate Athletics (ICA), in FY22. ICA has 

received limited governmental relief, and has instead controlled expenses through furloughs, layoffs, budget 

reductions, and appeals to donors. Operating performance will likely normalize before reserves recover, so 

this one-time support will position ICA for success in a crucial year as in-person attendance at competitions 

returns. It will be distributed in five $2 million transfers between July and November. Toward the end of 

FY22, the University will examine whether ICA should return any portion of the distribution. The ILP will 

retain seventeen years of stability following the distribution. 

 

Asked about predictions of attendance at football games, Kate Cullen, CFO, ICA, replied that she expects 

reopening guidance by midsummer, and confirmation in late July or early August. Season ticket sales have 

increased from 33,000 to 35,000, not including students. 

 

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

approved the $10 million distribution from the ILP RSA to ICA, as presented. 

 

See Attachment F–5. 

 

Finance Transformation Update (Information) (Item No. F–6) 

 

Provost Richards introduced Chris Mercer, Executive Director, Finance Transformation. Mr. Mercer 

explained that the administration is likely to propose delaying go-live by one year to July 2023. Staff are 

currently refining a comprehensive, revised budget estimate based on validated data, and securing sponsor 

agreement on scope and schedule. He will bring another update, including an updated risk profile, to the 

Board in July and expects to propose action in September. Quality gates have been imposed for each stage 

of progress. The leadership team is working closely together. Recruitment and retention retain a weakness. 

 

Asked about remote work, Mr. Mercer replied that he is working remotely. Many staff wish to work 

remotely. He is considering holding occasional team-building exercises on campus. He completed end-to-

end testing on a similar project at the University of British Columbia remotely during the pandemic. 

 

Asked about ancillary systems, Mr. Mercer replied that Workday Finance cannot replace some current 

functionalities. He expects that approximately half of the 900 existing systems will be retained, especially 
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where they are best-in-breed, where the UW retains a competitive advantage, and where the desired 

functionality is not inherent in Workday. 

 

Asked what the original budget was, Provost Richards replied that it was $269 million. Asked further how 

much of that amount had been spent, Mr. Mercer replied approximately 77.5 percent. Asked further how 

much the budget increase is likely to be, Provost Richards replied that better figures will be available in 

July, but that the increase is likely to be approximately $50 million for a delay of one year. Asked whether 

the previous contingency was sufficient, Mr. Mercer replied that it is likely not enough. However, he 

believes that a contingency of 10 percent will be sufficient in the updated budget, because so much more 

will be certain with respect to project scope. 

 

See Attachment F–6. 

 

Milgard Hall: Stage 2 Approval (Action) (Item No. F–7) 

 

Mr. Cariello explained that this is the last of the two-stage project approvals presented to the Board. It 

granted Stage 1 approval to the project in November 2019 with a budget of $50.4 million, with a 

preconstruction budget of $4 million, $36 million of state funding, and $10 million of donor funding. These 

parameters remain intact for Stage 2 approval, even as the project team has managed to increase the building 

size to 55,000 gross square feet from 50,000 without increasing the budget. The UW is requesting 

operations and maintenance funding from the state, although UW Tacoma is prepared to cover incremental 

costs if this is unsuccessful. This new interdisciplinary space will accommodate growing fields of study. Its 

design honors Tacoma’s history of timber production with heavy wooden columns and CLT panels. 

 

Mark Pagano, Chancellor, UW Tacoma, stated that this is the first new academic building on the Tacoma 

campus in two decades. It increases the campus footprint, especially in mechanical and civil engineering, 

provides three large classrooms, and creates a Global Innovation and Design Commons modeled on that at 

Stanford’s D-School. This is a giant leap forward for UW Tacoma. 

 

Asked about the additional 15,000 square feet in unbuilt shell, of which only half is funded, Mr. Cariello 

replied that this is not atypical as the project team seeks design efficiencies. 

 

Regents thanked Chancellor Pagano, and praised his legacy at UW Tacoma. 

 

Regent Zeeck moved, Regent Rice seconded, and the Finance and Asset Management Committee granted 

Stage 2 approval to the Milgard Hall project, as presented. 

 

See Attachment F–7. 

 

Other Business: Audit Advisory Committee Update (Information only) 

 

Regent Zeeck reported that the Audit Advisory Committee (AAC) met on the previous day. Items of 

discussion included review of upcoming changes in accounting standards that will impact UW’s financial 

statements. While there are few major impacts in FY21, the following year will require UW to report its 

lease obligations as long-term commitments. This change will have a significant impact on the UW’s 

balance sheet, likely in excess of several hundred million dollars. The AAC reviewed the findings from the 

State Auditor’s annual Single Audit. This year the audit found three material weaknesses related to 

Department of Education and Student Financial Aid compliance.  There was vigorous discussion of the 

report and the UW’s corrective action plan. The AAC reviewed the work of Internal Audit, which is making 

good progress against its 2021 audit plan. This audit plan is increasingly aligned with the University’s new 

enterprise risk management program. Members requested that staff return with benchmarking data on the 

level and severity of audit findings at peer institutions as well as staffing levels. In executive session, the 
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AAC reviewed its charter and the results of a survey of members on committee performance. They 

generally feel the AAC to be meeting its charter and highly valued their January meeting with President 

Cauce to learn her perspective on financial and controls risks. The AAC also met, as required by the 

Charter, with the Director of Internal Audit in private session to make sure he had no concerns regarding 

audit or control issues. It next meets in September. 

 

Adjourn 

 

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

Management Committee meeting at 9:48 a.m. 

 

  Approved at the meeting of the Committee on September 9, 2021. 


