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Kincaid Hall Renovation: Stage 2 Approval 
 
RECOMMENDED ACTION 
 
It is the recommendation of the administration and the Finance and Asset 
Management Committee that the Board of Regents, by granting Stage 2 Approval 
to the Kincaid Hall Renovation project (the “Project”): 

 
1) Approve the Project budget of $43.217 million;  

 
2) Approve use of up to $31.217 million (including financing costs) of 

Internal Lending Program (ILP) funding; and 
 

3) Delegate authority to the President or her designee to execute contract 
amendments for construction. 

 
BACKGROUND 
 
In January 2018, the Board approved a Five-Year Capital Budget that includes the 
Project. In April 2018, the Board granted Stage 1 approval to the Project, 
authorizing a preconstruction budget of $3 million and delegating authority to 
award the design-build contract. Stage 2 approval authorizes the full financial 
plan for the Project. 
 
Construction of the new Life Sciences Building enabled Kincaid Hall to be 
vacated and renovated for the Departments of Psychology and of Biology. 
 
The current proposal includes an expanded scope that will save significant money 
in both capital and operating over the next decade. The recommended debt 
funding for the Project has been included in the estimates of institutional debt 
capacity. The new debt service will be repaid centrally from available funds as 
existing debt service for other centrally funded projects expires.  
 
 
Attachments 
1. Kincaid Hall Project Summary 
2. Kincaid Hall Project Background 
3. Kincaid Hall Financing Plan and Credit Analysis 



Approve Full Project Budget and Funding Plan

Proposed Budget Proposed Funding
Construction Cost $ 35,400,000 82% Internal Lending (ILP), original $ 27,189,000    63%
Consultant Services $ 3,500,000 8% UW Central Funds $ 5,000,000      12%
Equipment and Furniture $ 1,300,000 3% Equity College Arts Sciences $ 4,000,000      9%
Other Costs $ 1,300,000 3% Internal Lending (ILP), additional $ 4,028,000      9%
Project Management $ 1,500,000 3% UW Central Funds FY 2018/2019 $ 3,000,000      7%
Financing Costs $ 217,000 1% Other $ 0 0%
Total Project Cost $ 43,217,000 100% Total Funds $ 43,217,000 100%

UW Denny Hall Renovation:   $367/GSF Skanska USA 2017 Feasibility Study Cost Estimate $360/GSF
UW HSC J-Wing Renovation $349/GSF
*Denny/J Wing benchmark aligned with Kincaid project Scope

Current Targets Current Targets
Net Assignable SF 70,000 62,500 Construction Cost/GSF $454 $284 
Gross SF 78,000 84,400 Project Cost / GSF $554 $355 
Efficiency (NASF/GSF) 90% 74% Operating Costs/GSF** $6.99 $6.99 

**there will be no incremental O&M increase with full building renovation

Attachment 1

Schedule

Regent Actions

Delegated Authority to Award Design Build Contract

Objectives
· Kincaid Hall renovation project will extend the useful life of a central campus building.
· Consolidate and provide a permanent location for Psychology Clinics dislocated by the new Population Health Facility and other capital 
projects, and create office and dry lab for Biology.  
· Reduce campus deferred maintenance backlog and improve building energy efficiency creating long term operational cost savings.
· Utilize Kincaid Hall as a resource for future growth and programmatic needs for the departments of Psychology and Biology.

Approve Pre-construction Budget of $3,000,000 Funded by UW Central Funds

Description
The original scope is revised to accommodate an investment strategy that better aligns with the institutional goals of the University and 
the College of Arts and Sciences. Building infrastructure and tenant program improvements were expanded to cover the entire Kincaid 
Hall. Building improvements include new mechanical systems, energy Code compliant building envelope, life safety Code compliance, and 
interior program improvements to floors 1-5, plus the basement. Interior program improvements will allow consolidation of satellite 
Psychology units within Kincaid Hall. 

Financials

Metrics & Indicators

Benchmarks

Kincaid Hall Project Summary

Stage 1 Actions: 
April 2018

Stage 2 Actions: 
April 2019
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Kincaid Hall Project Background 
 

Project Background 

Construction of the new Life Sciences Building enabled Kincaid Hall to be vacated and renovated. 

The Kincaid Hall project will modernize the space and replace aging infrastructure reducing the 

deferred maintenance backlog of this central campus asset and increasing energy efficiency. A key 

project goal was consolidation of the Department of Psychology that was scattered throughout 

West Campus. 

 

The April 2018 Stage 1 approval by the Board of Regents set a target budget of $30 million.  The 

Design Build contract was executed and the definition of the project based on the goals and 

objectives began. The original $30 million partial building renovation was evaluated and compared 

to investment strategies that further aligned the project objectives by increasing scope/funding to 

accommodate. Financial comparisons of investment strategies led to the recommendation of a 

revised project budget of $43.217 million.   

 

The $43.217 million budget and corresponding scope accommodates a full building renovation, 

which includes floors 4 and 5, and provides the best investment value. Including renovations of 

floors 4 and 5 consolidates Psychology, reduces future capital and operating costs and decreases 

deferred maintenance obligations in Kincaid and satellite occupied Psychology spaces.    

 

Project Schedule 

This is a Design-Build (D-B) project, with Skanska Construction-Perkins + Will Architecture as the 

selected D-B team. The design started summer 2018. Construction will begin in May 2019 with 

substantial completion in March 2021. Increasing the project scope has shifted the project 

completion date by three months.  
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Kincaid Hall Financial Plan and Credit Analysis 
 

Scope of Financial Due Diligence  

Prior to the Administration’s recommending a debt-funded project for Board approval, 

the Treasury Office conducts a financial due diligence. The process for due diligence is 

well-defined but not exhaustive. It is not intended to replace the work of the 

management team, and offers no assurance of financial performance. 

 

Since debt service of the loan will be paid centrally, specific due diligence tasks, in 

partnership with Central Administration, included the following: 

 Confirmed and identified available funds to pay loan debt service 

 Confirmed the College of Arts and Sciences available balances 

 Provided guidance on loan structuring 

Financing Plan and Credit Analysis 

The $43.217 million renovation of Kincaid Hall (the “Project”) is a critical project for Central 

Administration that replaces aged and outdated building infrastructure, reduces deferred 

maintenance backlog, and increases space utilization. Debt service will be paid centrally 

from available funds as existing debt service for other centrally funded projects expire. 

 

The Office of Planning and Budgeting worked closely with the Treasury Office to perform a 

financial and credit analysis to assess the financial viability of the Project: 

 Project scope included verifying debt service schedules for Physics Astronomy and 

the K-Wing with Financial Accounting, and confirming that Central Administration 

currently pays debt service on those facilities   

 Central Administration confirmed that they currently make debt service payments 

on those facilities, with the caveat that $600,000/year in DOF budget authority will 

be returned to the School of Medicine (beginning in FY19) and is not available to pay 

Project debt service 

 

$8 million of Project expenditures will be funded through an equity contribution from 

Central Administration. $4 million of Project expenditures will be funded through an equity 

contribution from the College of Arts and Sciences. The equity will be spent first. Remaining 

funding will come from a $31.217 million loan through the University’s Internal Lending 

Program (ILP). 

 

The Treasury office believes financial risk with this Project is low as measured by the 

reduction in aggregate debt service paid by Central Administration, the level of reserves 

available to pay future costs, and the relatively small project cost in the scope of Central 

Administration. It is noteworthy that the $4 million equity contribution from the College of 

Arts and Sciences reduces reserves available to mitigate financial stress for the Life 

Sciences Building loan, which is paid from Arts and Sciences revenue (primarily tuition 
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Kincaid Hall Financial Plan and Credit Analysis 
 

operating fee). The College of Arts and Sciences is currently forecast to experience annual 

deficits beginning in FY21, given conservative revenue and modest expense growth 

assumptions. After accounting for the equity payment, FY19 College of Arts and Sciences 

ending reserve balance (GOF) is projected to be $29.3 million (or roughly 14% of FY19 GOF 

Permanent Budget Authority). Available reserve balances for the College of Arts and 

Sciences are projected by the Department to be sufficient to fund these annual deficits.  

 

Loan Details 

Key loan provisions include: 

 Interest is accrued and paid during construction (substantial completion expected in 

March 2021) 

 The loan will be amortized over 25 years after construction is complete (useful life of 

the asset is greater than 30 years, includes rebuild of mechanical, electric and 

plumbing systems, seismic and structural work, new roof) 

 Estimated debt service on the 25 year loan is expected to be $2.1 million/year 

beginning in FY22 

 

Base Case Proforma  

If the Project is approved, the FY19 debt service payment will be $4.1 million lower than the 

current FY18 debt service payment (on an aggregated basis). This is due to the reduction in 

current debt service payments related to the Physics Astronomy and K-Wing loans. 

Current Payments 

  FY18 FY19 FY20 FY21 FY22 FY23 

Physics Astro Debt 

Service $2,859,590 $237,354 $63,929 $65,813 $63,250 $5,250 

K-Wing Debt Service 2,300,979 192,500 - - - - 

Current Debt Service $5,160,569 $429,854 $63,929 $65,813 $63,250 $5,250 

              

Future Payments 

  FY18 FY19 FY20 FY21 FY22 FY23 

Physics Astronomy Debt 

Service $2,859,590 $237,354 $63,929 $65,813 $63,250 $5,250 

K-Wing Debt Service 2,300,979 192,500 - - - - 

DOF Budget Authority  

to Department (1)   600,000 600,000 600,000 600,000 600,000 

New Debt Service  

(25-year) (2)   0 936,510 1,574,116 2,082,171 2,082,171 

Future Debt Service $5,160,569 $1,029,854 $1,600,439 $2,239,929 $2,745,421 $2,687,421 

              

Amount Future 

Payment is Below FY18 

Payment - ($4,130,715) ($3,560,130) ($2,920,640) ($2,415,148) ($2,473,148) 
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Kincaid Hall Financial Plan and Credit Analysis 
 

(1) Reflects permanent transfer of DOF budget authority to School of Medicine  
(2) Reflects estimated construction draw schedule and assumes equity is spent first  

 

 

ILP Loan Requirements 

N/A – Centrally funded project 

 

Key Risks 

N/A – Centrally funded project 

 

Stress Tests & Sensitivity Analysis 

N/A – Centrally funded project 

 

Risk Mitigation Plan 

N/A – Centrally funded project 

 

Ongoing Communication Plan 

N/A – Centrally funded project 
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