
Approved at the meeting of the Committee on March 11, 2021. 
 

MINUTES 
 

UNIVERSITY OF WASHINGTON 
BOARD OF REGENTS 

 
Finance and Asset Management Committee 

 
Thursday, February 11, 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 December 
10, 2020, were approved, as distributed. 
 
Actions Taken Under Delegated Authority (Information only) (Item No. F–1) 
UW Bothell Student Housing: Stage 2 Approval (Action) (Item No. F–2) 
 
Hearing no objections or questions, Regent Tamaki announced that Item F–1 would appear on the full 
Board’s agenda and Item F–2 on the full Board’s consent agenda, as distributed. 
 
See Attachments F–1 and F–2. 
 
Budget, Finance, and Capital Report (Information only) (Item No. F–3) 
 
Sarah N. Hall, Vice Provost, Planning & Budgeting, presented the attached budget report, noting that 
spending in core academic units is picking up. Revenues have increased for some self-sustaining units such 
as Laboratory Medicine & Pathology. Self-sustaining units such as Housing & Food Services (HFS), 
Transportation Services, Real Estate, Global Affairs, and Intercollegiate Athletics (ICA) have seen 
considerable revenue declines, for which they are compensating with reserves and cost mitigations. With 
respect to the budgeting process, the Provost is currently reviewing faculty and staff hiring plans. The 
disbursal of the second tranche of COVID supplemental funds from the Department of Education is 
expected soon. 
 
Asked if anything differentiates this year’s budget submissions from last year’s, Ms. Hall replied that it is 
still early to provide a certain answer, because her office received submissions containing 4,000 data points 
on February 1. However, it appears core academic units anticipate a swift recovery through strong 
enrollment. There remains considerable planning uncertainty for units such as ICA or HFS. President Cauce 
added that the University has more influence over units subject to state-level control such as HFS, in 
contrast to units subject to regional or national control such as ICA, where much depends on decisions by 
other states with universities in the PAC-12 Conference. Provost Richards believes that the firewall between 
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self-sustaining budgets and state- and tuition-funded units, while not common at large, public universities, 
serves the UW well. The UW has avoided the major budgetary crises seen at some peers, although self-
sustaining units must amortize the revenue losses consequent upon the pandemic. 
 
Asked whether Coronavirus Response and Relief Supplemental Appropriations (CRRSA) Act funds can be 
used for financial aid, Ms. Hall replied that the first allocation was not restricted to financial aid. $20 of the 
$60 million December 30 supplemental funds will go to financial aid. This proportion may increase. 
 
Asked about aid to HFS, Ms. Hall replied that $15 million of the first CRRSA package went to HFS, and a 
portion of the second allocation may be directed to HFS. President Cauce is hopeful of further Federal relief 
funds. 
 
Brian McCartan, Vice President, Finance, reported that Moody’s has removed its negative outlook on the 
UW’s credit, which now holds a stable Aaa rating. The annual bond issuance closed yesterday, with $327 
million of new and refunded bonds issued at 2.19 percent, the lowest rate ever. The University saved $49 
million of debt service over the life of the refunded bonds. 
 
Lou Cariello, Vice President, Facilities, reported that five of ten projects on his report are active. The 
Kincaid Hall project is one month from completion. Three are in the design phase, and project teams are 
being selected for the remaining two. The Milgard Hall and UW Bothell STEM 4 projects are currently 
shown as over budget, though he believes that these will return to budget as design/build teams align scope 
and budget. He is similarly confident that the Founders Hall project will revert to green. His staff is 
interviewing four design/build teams for the UW Medical Center (UWMC) membrane project. This first 
phase is within his delegated authority, and will be funded by UWMC. He plans to bring a scope of work, 
budget, and funding plan to the Board in the fall. 
 
Mr. Cariello informed Regents of a significant new instance of the renewal costs that are a major focus of 
the University’s capital strategy and its new Enterprise Risk Management program. The Central Steam 
Heating Plant, fired by coal until 1988 and natural gas thereafter, operates five boilers, that are nineteen, 
twenty-five, fifty-one, sixty-one, and seventy-two years old. The second and third oldest recently required 
significant repairs over the holidays. The University, including UWMC, had never been down two of five 
boilers until now. The campus is currently heated as if fully occupied by three boilers, although four are 
again operating. His team has developed contingency plans to satisfy UWMC accreditation requirements, 
should two or more boilers again lose functionality simultaneously. The time for piecemeal fixes is over. 
The danger of system failure must be mitigated by overhauling the two oldest boilers. Moving from high to 
lower pressure will make the plant less vulnerable and safer. His team plans to hire a technical team to 
develop a competitive request for proposals to elicit options, phasing, and pricing. The first phase of this 
project will be funded by $500,000 from Facilities. The second phase will require the Board’s approval, 
likely later this calendar year and in the range of $25 to $30 million. 
 
President Cauce observed that the state used to fund boiler maintenance. The University and UWMC are 
state resources that still merit such funding. Mr. Cariello added that a plant like this needs $10 million of 
recapitalization every twenty years. The last time the state funded such recapitalization was more than 
twenty years ago. 
 
Asked if the Five-Year Capital Plan will be revised to include this, Mr. Cariello replied that it will. 
 
Mr. Cariello concluded by indicating considerable business equity success, noting recent contracts with 
woman- and minority-owned businesses. Regent Harrell encouraged him to make sure that this success 
story is told broadly. 
 
See Attachment F–3. 
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Finance Transformation Update (Information only) (Item No. F–4) 
 
Mr. McCartan reported that the administration approved the addition of a new phase to the project, Phase 
2a, to be known as Architect Validation phase. The aim is to establish confidence in the alignment of scope, 
schedule, and budget by March. The initially planned go-live date of July 2022 is at high risk. His team will 
explore the implications of maintaining that go-live date, and of deferring it to July 2023. 
 
Provost Richards stated that a one-year delay is not desirable and will increase costs, primarily through 
additional staffing. The new phase will allow exploration of the tradeoffs of both go-live dates, such as 
‘what additional resources would it take not to delay?’ or ‘what might a partial go-live look like?’ Finance 
Transformation requires the University to skip three generations of technology and retire or integrate 
approximately 800 financial systems. The UW is not unique in this: the Ohio State University just 
completed a similar project and faced similar challenges. With respect to implementation, large units such 
as the College of Arts and Sciences and the School of Medicine already have specialized financial hubs. 
 
Asked whether Workday pricing had been adjusted, Provost Richards replied that Workday costs are minor 
relative to the costs of staffing and transforming the UW’s financial reporting. Mr. McCartan observed that 
Workday has been a good partner, offered assistance, and may adjust the timing of required payments. 
Workday wants the UW to succeed. 
 
Asked about COVID impacts, Mr. McCartan replied that there were timing impacts with respect to staffing. 
 
See Attachment F–4. 
 
Higher Education Sector Financial Overview (Information only) (Item No. F–5) 
 
Mr. McCartan introduced Joe Beare from the Yuba Group, an independent financial consultancy 
specializing in higher education. Together, they presented the material in the attached slides. Mr. McCartan 
clarified that the peers are financial peers, not the UW’s academic peers. President Cauce observed that 
many financial peers held substantially more in-person instruction than the UW. 
 
Mr. McCartan stated that, of the nine peers with academic medical centers, approximately half have seen 
revenue growth and half revenue decline. This depended heavily on local conditions. The UW’s academic 
revenue growth has outpaced academic peers. Regent Tamaki noted strong investment returns, the cost of 
UW Medicine’s broad, public mission, and peers’ higher operating deficits. Mr. Beare added that the UW 
has lower cash and investments per student than peers and that its present capital spending growth lags 
peers’ capital spending. 
 
Asked where spending on information technology (IT) fits in, Mr. Beare replied that it should be captured 
by capital spending. Mr. McCartan stated that approximately 50 to 60 percent of the $269 million cost of 
Finance Transformation will be capitalized. 
 
Asked whether the UW should consider leveraging its debt while interest rates remain low, Mr. McCartan 
replied that this is possible. Asked further why some institutions are more leveraged, Mr. Beare observed 
that many lack Aaa ratings, although credit spreads between ratings are compressed to between 2 and 4 
basis points. President Cauce reminded those present of differing state policies on borrowing. 
 
Asked which universities have spun off their healthcare systems, Mr. Beare replied that the University of 
Arizona, the University of North Carolina, Chapel Hill, the University of Minnesota, and the University of 
Michigan have moved academic medical centers off their balance sheets. 
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Margaret Shepherd, Chief of Staff and Chief Administrative Officer, reminded those present that Mr. 
McCartan will bring the possibility of expanded debt funding to future capital strategy discussions. It is 
nevertheless necessary that borrowing units have the cash flow to service their borrowing. The UW built 
advantageously using debt after 2008, tapering off construction as costs rose and the ability of some units to 
service debt declined. In addition, while there are considerable capital needs, the University’s operating 
needs are also great: for instance, merit increases to non-represented staff were frozen this year. 
 
Asked whether capital investment was shifting toward shared offices for flexible work, Mr. Beare and 
President Cauce replied that this is a national trend adopted for some recent UW buildings such as the 
Rosling Center. 
 
See Attachment F–5. 
 
Business Diversity and Equity Report (Information only) (Item No. F–6) 
 
Regent Rice reported that the attached dashboard reflects two years of efforts by Regents Harrell and Riojas 
with staff. It manifests a shift in how the University operates, from hearing complaints to serving as a model 
for awarding contracts to woman- and minority-owned business. 
 
Mr. Cariello stated that this is his second, annual report on this subject. Fiscal Year (FY) 2020 results have 
been distorted in comparison to FY19 results by the impact of the COVID pandemic. 1 percent of available 
spending currently goes to woman- and minority-owned businesses. Leadership focus, benchmarks, and 
incentives may enable procurement to attain the success of Facilities in construction contracting. 
 
See Attachment F–6. 
 
Audit Advisory Committee Update (Information only) (Item No. F–7) 
 
Regent Zeeck reported that the Audit Advisory Committee met in January. It discussed and endorsed the 
Enterprise Risk Management (ERM) program and workplan presented yesterday to the Governance 
Committee. It reviewed the Internal Audit Plan and its alignment with the ERM program. This month it took 
on a rewarding deep dive into the University’s Treasury operations, debt program, and investments. He 
concluded by introducing the next item. 
 
See Attachment F–7. 
 
Approve Internal Audit Charter and 2021 Internal Audit Plan (Action) (Item No. F–8) 
 
Richard Cordova, Executive Director, Internal Audit, stated that the proposed plan reflects coordination 
within Executive Risk & Compliance Officer Jane Yung and her team. The Audit Advisory Committee has 
consistently asked that his plan be tied to key strategic risks, which the new ERM program facilitates. As a 
result, Internal Audit tasks are mapped to ERM risks in the attached 2021 plan. 
 
Regent Zeeck moved, Regent Rice seconded, and the Finance and Asset Management Committee approved 
the Internal Audit Charter and 2020 Internal Audit Plan, as presented. 
 
See Attachment F–8. 
 
Adjourn 
 

Hearing no other business to come before the Committee, Regent Tamaki adjourned the Finance and Asset 
Management Committee meeting at 10:30 a.m. 
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  Approved at the meeting of the Committee on March 11, 2021. 


