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Auditor of State Rob Sand today released a report on a review of the Public-Private Partnership 

agreement (P3) for the University of Iowa’s (University) Utility System for the period August 17, 2018 

through June 30, 2022.  The review was conducted in accordance with section 11.4(1) of the Code 

of Iowa to determine if there are any unbusinesslike practices associated with the agreement; 

compliance with applicable sections of the Code of Iowa; any appropriate recommendations for 

greater simplicity, accuracy, efficiency, or economy; and/or other appropriate recommendations 

related to the agreement. The review was also conducted to determine if the agreement was entered 

into in accordance with the Board of Regents’ and the University’s policies and procedures.  The review 

followed a ruling from the Iowa Supreme Court regarding access to records relevant to this review.   

Sand reported the Board of Regents approved the University entering into a P3 agreement on 

December 10, 2019 after the University followed a Request for Qualification and a Request for Proposal 

process for issuing, evaluating, and entering into a contract for services.  The P3 financial close was 

achieved on March 10, 2020.  Financial close is the point at which all financing agreements are 

completed.  The P3 agreement between the University and the University of Iowa Energy Collaborative 

(UIEC) became effective on March 11, 2020.  UIEC is an LLC formed by ENGIE North America, Meridiam, 

and Hannon Armstrong to serve as the Concessionaire for the P3 agreement.   

In accordance with the P3 agreement, the University received $1,165,038,084 in exchange for 

leasing the utility system to UIEC to manage and operate the system for 50 years.  Of this amount, 

$158,418,793 was used to defease the outstanding utility bonds and $12,143,640 was used to pay 

consulting fees related to the P3 agreement, and the University incurred $8,594,043 in other costs.  The 

remaining $985,881,608 was deposited in an endowment fund administered by the University of Iowa 

Strategic Initiative Fund (UISIF), a nonprofit organization created and managed by the University.    

Sand also reported, based on estimates and projections developed during the University’s 

planning process in 2019, the University expects to pay approximately $3.027 billion from the UI 

Strategic Initiatives Fund (UISIF) over the term of the P3 agreement to partially fund the annual operating 

cost of the utility system and fund up to $15 million per year in strategic initiatives.  However, the final 

amount may increase or decrease based on a number of factors, including actual Operations and 

Maintenance (O&M) costs, capital expenditures, and inflation over the 50-year life of the project.  The 

following table illustrates this calculation.



 

Description 
Estimated Amount  

(in millions)^ 

Amount Billed to Campus Departments $ 8,166.2  
Less: University Utility Costs 3,656.9  
  Subtotal  $ 4,509.4 
Less Payments to Concessionaire for Operating and Capital Costs:   
   Operations & Maintenance (O&M)  (1,764.0)  
   Capital Expenditure Repayment  (1,567.6)  
   Capital Expenditure Interest (1,051.9) (4,383.5) 
      Contribution Toward Concession Fixed Fee  125.9 
      Less: Fixed Fee Payment  (2,418.2) 
         Utility Subsidy From P3 Endowment   (2,292.3) 
         Strategic Funding  (735.0) 
            Total Distribution from P3 Endowment  ($ 3,027.3) 
^ - Rounded amounts provided by University officials. 

The table shows the University plans to use $735 million from the endowment fund to provide 

funding for its strategic initiatives over the 50-year life of the project.  The UISIF Board plans to award 

up to $15 million annually to fund proposals submitted to the University and endorsed by the board.   

According to University officials, the University’s investment advisor is projecting an annual rate 

of return (ROI) on investments in the 5%-6% range over the 50-year period.  This is consistent with the 

University’s approach for other investments given the risk-return profile of the UISIF investment 

portfolio.  However, if the endowment fund falls below the projected ROI over the life of the P3 agreement, 

the University plans to first reduce the amount used to fund strategic initiatives.  If this is not sufficient, 

the University will have to look at other options to ensure it can fulfill the payment terms of the P3 

agreement.  These options may include billing each campus department more for utility services, using 

other University resources, or possibly issuing debt to cover any shortfall projected for the end of the 

50-year term of the agreement.  If the ROI exceeds the expected ROI, the excess earnings may be used 

to fund additional strategic initiatives, or fund other projects or programs.    

In the event the University’s investment of the proceeds does not meet the return on 

investment needed to pay the amounts due to the concessionaire, Iowa taxpayers may be 

responsible for making up any shortfall.  As a result, this transaction has become the largest financial 

obligation ever held by Iowa taxpayers.   

While the Legislature long ago delegated the authority to issue debt to the BOR, it is 

uncertain they anticipated debt or long-term obligations of this magnitude.  It seems inappropriate 

for a government department or agency to take on the largest financial obligation ever held by Iowa 

taxpayers at the Governor’s general suggestion.  Such practices lead to a lack of accountability 

and transparency. 

Sand recommended if a State agency/institution or a BOR institution considers entering into 

additional P3 agreement(s) in the future, State, Board of Regents, and/or University officials should 

continue to closely scrutinize the cost/benefit of the agreement prior to entering into it; the cost to 

continue to independently operate the assets being considered; potential return on investment of 



 

agreement proceeds; and other funding sources which could be used to fund initiatives, programs, or 

projects.  These assessments should be clearly documented and maintained for future analysis.  In 

addition, the Legislature should ensure applicable sections of the Code of Iowa sufficiently address 

expectations regarding assets controlled by Universities or State agencies/institutions, compliance with 

open records requirements by agreement partners, and compliance with open meetings laws by partners 

and/or non-profit entities created as a result of the agreements.  

Because of the continued decrease in State Appropriations used to support general operations at 

the three State Universities, the BOR and Universities have used increases in tuition and fees to support 

general operations.  Had The Governor and Legislature provided appropriations to support the general 

operations of the BOR and the Universities, the Board of Regents and University may have been able to 

use a portion of any tuition and fee increase for initiatives to retain and recruit students and faculty 

and to maintain and improve Iowa’s position as an educational state.  As a result, the BOR and 

Universities have had to look for other sources of revenue, including a long term P3 agreement, to help 

fund initiatives to retain and recruit students and faculty and to maintain and improve Iowa’s position 

as an educational state.    

Sand recommend The Governor and Legislature should determine if the continued decrease in 

State Appropriations to the Board of Regents and Universities and the use of tuition and fee increases 

to support the operations of the BOR and Universities, is worth the risk of entering into a long term 

P3 agreement in order to fund Board of Regent and University initiatives to retain and recruit students 

and faculty and to maintain and improve Iowa’s position as an educational state. 

A copy of the report is available for review on the Auditor of State’s web site at  

Audit Reports – Auditor of State. 

# # # 

https://auditor.iowa.gov/reports/audit-reports/
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Auditor of State’s Report 

To the Honorable Kim Reynolds, Governor; Members of the Iowa Legislature;  
Mark Braun, Executive Director, Iowa Board of Regents; and 
Barbara J. Wilson, President, University of Iowa: 

In conjunction with our audit of the financial statements of the University of Iowa and the 
State of Iowa and in accordance with Chapter 11 of the Code of Iowa, we have conducted a review 
of the Private-Public Partnership Agreement (P3) for the University of Iowa (University) Utility 
System.  The review covered the period August 17, 2018 through June 30, 2022.  The review was 
conducted in accordance with section 11.4(1) of the Code of Iowa to determine if there are any 
unbusinesslike practices associated with the agreement; compliance with applicable sections of the 
Code of Iowa; any appropriate recommendations for greater simplicity, accuracy, efficiency, or 
economy; and/or other appropriate recommendations related to the agreement.  We also reviewed 
the P3 agreement to determine if the agreement was entered into in accordance with the Board of 
Regents’ and the University’s policies and procedures.  In conducting our review, we performed the 
following procedures:   

(1) Interviewed University officials to obtain an understanding of why and how the 
University decided to pursue a P3 agreement.  

(2) Reviewed applicable sections of the Code of Iowa, the Board of Regents’ and the 
University’s policies and procedures for awarding contracts to gain an understanding 
of the process for planning, awarding, and monitoring the P3 agreement.  We also 
interviewed Board of Regents and University personnel.   

(3) Requested certain records from the University in December 2019, prior to the financial 
close of the transaction.  The University objected to the timing and form of the request, 
and AOS filed a judicial action to compel the University to provide the 
records.  Following a district court order requiring the University to comply with the 
request, the University appealed to the Iowa Supreme Court.  The Iowa Supreme Court 
found unanimously in favor of the Auditor of State and required the disclosure of the 
requested records. Sand v Doe, 959 N.W.2d 99 (Iowa 2021).   

(4) Evaluated internal controls surrounding the establishment and monitoring of the 
P3 agreement to determine whether adequate policies and procedures were in place and 
operating effectively. 

(5) Evaluated documents obtained from University officials to determine if the University 
complied with the requirements established by the Code of Iowa and the Board of 
Regents for entering into a P3 agreement. 

(6) Interviewed University officials regarding the University of Iowa Strategic Initiative Fund 
to determine compliance with Chapters 21 and 22 of the Code of Iowa.   

(7) Reviewed the University of Iowa’s 2021 Annual Financial Report for disclosures related 
to the P3 agreement to identify information publicly reported.
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Based on these procedures, we identified several items which should be considered by the 
Governor, Legislature, Board of Regents, and officials from the three State Universities when 
entering into similar agreements in the future.   

The procedures described above do not constitute an audit of financial statements conducted 
in accordance with U.S. generally accepted auditing standards.  Had we performed additional 
procedures, other matters might have come to our attention which would have been reported to 
you.   

We would like to acknowledge the assistance extended to us by the officials and personnel of 
the Board of Regents and University of Iowa during the course of our review. 

 
 
 
 
  ROB SAND 
  Auditor of State 

November 17, 2022 
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Introduction 

Until March 2020, the University of Iowa (University) operated a utility system which provided utility 
services to buildings on campus in Iowa City and buildings located on the Oakdale campus.  The 
University requires approximately the same amount of energy as a town of 30,000 homes.  The 
utility system includes a steam and power plant, a water plant, and a chilled water plant in Iowa 
City.  An additional power plant is also operated on the Oakdale Campus.  In addition, the utility 
system includes four chilled water plants and three satellite chillers which provide air conditioning 
to campus, and a water plant that purifies and distributes 900 million gallons of water to campus 
annually.     

Prior to entering into a long-term lease with a private entity to operate the utility system, the 
University was responsible for equipping and improving the utility system.  In order to fund the 
projects, the University billed departments and issued Utility System Revenue Bonds.  According to 
the University’s 2019 Annual Financial Report, operating income for the utility system totaled 
approximately $95.666 million, operating expenses totaled $60.088 million, with a net revenue of 
$35.678 million.  The net revenues of $35.678 million was available to fund required debt service 
payments with the remaining balance available to be invested in utility system capital projects.  The 
University’s utility costs prior to entering into a long-term lease included fuel and purchased 
electricity; operational expenses of both the power and water plants; debt service; sewer, fire, and 
refuse removal services; energy control and environmental compliance; and annual insurance and 
auditing costs.  Under the long-term lease agreement, the University continues to bill utility services 
to departments.   

Based on an August 17, 2018 letter from Governor Reynolds to Michael Richards, President of the 
Board of Regents, University of Iowa officials began researching ways to monetize assets to help 
provide funding to invest in the University’s mission.  An August 29, 2018 letter President Richards 
sent to Governor Reynolds stated, “we will work with our universities to explore ways to most 
effectively use the resources that we already have.  Additionally, by looking at how others across 
the nation are leveraging their assets, I am confident that we can find new initiatives to implement 
on our campuses.”  Copies of both letters are included in Appendix 1.  An option subsequently 
identified by University officials in response to the letter from the Governor was to enter into a Public 
Private Partnership agreement for the operations of the University’s utility system.   

State operating appropriations and tuition revenues provide the majority of the operating funds for 
the Regent’s Universities.  State appropriations to the Board of Regents (BOR) have decreased from 
76.5% of total revenues in fiscal year 1981 to 30.5% in fiscal year 2023.  During the same period 
tuition revenue has increased from 20.8% to 63.8% of the Regent’s University General Education 
Funding.  Appendix 2 shows the graphical representation of this decline in funding for the BOR 
and includes information on the fiscal year 2023.  The Appendix also includes the fiscal year 2023 
General Fund Operating Budget for the University of Iowa as presented in the July 27, 2022 BOR 
Agenda.   

As a result of this decline in general operating appropriations, universities have searched for ways 
to increase funding for operations and strategic initiatives which help position Iowa Universities to 
compete in a highly competitive market. 

Public Private Partnerships 

A Public Private Partnership (P3) is defined as a legal agreement between a public and private entity. 
There are two common types of P3 agreements, including:  

• Asset Monetization – this occurs when a public asset is transferred to a private entity 
for a one-time fee or future revenue; and  
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• Infrastructure Investment - this involves an asset constructed by a public entity with 
the intent it would be operated by a private business.  Typical projects include 
transportation (i.e., toll roads, bridges, parking), water and sewer infrastructure 
projects, energy related projects and social infrastructure projects, (i.e., schools, 
university projects and municipal buildings.)   

Regardless of the type of P3 agreement established, the P3 concessionaire agreement (agreement) is 
formalized by the public and private party(ies) involved.  The agreement is a contract that gives the 
private entity the right to operate a specific business within a government's jurisdiction or on 
another firm's property, subject to particular terms.  The agreement grants the concessionaire 
exclusive rights to operate their business in the facility for a stated time and under specified 
conditions.   

The Government Accountability Office defines a public-private partnership as “a contractual 
arrangement that is formed between public and private-sector partners. These arrangements 
typically involve a government agency contracting with a private partner to renovate, construct, 
operate, maintain, and/or manage a facility or system, in whole or in part, that provides a public 
service.  Under these arrangements, the agency may retain ownership of the public facility or 
system, but the private party generally invests its own capital to design and develop the properties. 
Typically, each partner shares in income resulting from the partnership.  Such a venture, although 
a contractual arrangement, differs from typical service contracting in that the private-sector partner 
usually makes a substantial cash, at-risk, equity investment in the project, and the public sector 
gains access to new revenue or service delivery capacity without having to pay the private-sector 
partner.”  

The University officially transferred management of its utility system to the University of Iowa 
Energy Collaborative (UIEC) on March 11, 2020 through a P3 agreement.  UIEC is an LLC formed 
by ENGIE North America, Meridiam, and Hannon Armstrong to serve as the Concessionaire under 
the P3 and manage the utility system to meet the University’s energy needs.  In accordance with 
the P3 agreement, the University received $1,165,000,000 at the time the agreement was executed 
(closed) in exchange for leasing the utility system to UIEC to manage and operate the system for 
50 years.  UIEC has retained ENGIE North America to serve as the operator of the University's utility 
system throughout the term of the P3 agreement.  

The University of Iowa utility system managed by the UIEC provides University buildings with 
critical heating and cooling.  The UIEC also provides electrical power to the main campus through 
a combination of power generated at the power plant and power purchased from MidAmerican 
Energy or from Alliant Energy on the Oakdale Campus.   

Objectives, Scope, and Methodology 

Our review was conducted to: 

• Determine why the University chose to enter into a P3 agreement and provide 
information regarding the P3 agreement and the process used to establish it.   

• Provide information regarding the benefits received from the P3 agreement and the 
related costs to the University.  

• Determine if there are any unbusinesslike practices associated with the agreement. 

• Determine compliance with applicable sections of the Code of Iowa.  

• Determine if the University complied with University and Board of Regent’s policies and 
procedures for awarding contracts and leasing University assets. 

• Determine if the University complied with University and Board of Regent’s policies and 
procedures regarding conflict of interests.  
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• Make any appropriate recommendations identified for greater simplicity, accuracy, 
efficiency, or economy.   

To gain an understanding of the process followed by the University to establish the P3 agreement 
and its compliance, we: 

• Reviewed applicable sections of the Code of Iowa.  

• Reviewed University and Board of Regents’ policies and procedures related to awarding 
contracts and leasing of University assets.     

• Interviewed University and Board of Regents personnel to obtain an understanding of 
established policies and procedures for awarding contracts and leasing University 
assets and regarding the University of Iowa Strategic Initiative Fund.     

• Reviewed information received by University officials during the Request for 
Qualification (RFQ) and the Request for Proposal (RFP) phases of the P3 transaction 
and other documents.  

As part of this review we did not evaluate, analyze, or review the valuations, estimates, or other data 
(financial or otherwise) used by University officials or their contractors during the process of 
analyzing and making the decision to proceed with a P3 agreement.  To properly validate these 
areas, a specialist(s) would need to be engaged.  In addition, the environment in which University 
officials made the decision to proceed is not consistent with the current environment as a result of 
changing markets and other factors.  

We did not examine, nor do we offer comment on, the relative merit of any alternative strategies for 
the University to leverage assets or otherwise provide funding to invest in the University’s mission, 
as directed by the Governor’s office. 

Public Private Partnership 

Planning Process 

As previously stated, University officials reported the idea of potentially establishing a P3 agreement 
started when Governor Reynolds sent a letter dated August 17, 2018 to the Board of Regents 
President, Michael Richards.  Copies of the Governor’s letter and President Richards’ response are 
included in Appendix 1.  As illustrated by the Appendix, the Governor’s letter states in part, 

“…but we also should explore ways to more effectively use the vast resources that exist on 
campuses.  I encourage you and your colleagues on the Board of Regents to survey what 
other universities around the nation are doing to leverage their assets – tangible and 
intangible to further invest in higher education.  Whether that’s exploring new ways to use 
an underutilized physical asset or whether it’s changing our statutes or rules to give our 
universities more flexibility to convert their research into commerce.”   

According to University officials we spoke with, they identified a P3 project at “The Ohio State 
University” (OSU) related to its energy/utility system.  According to information on OSU’s website, 
“On April 17, 2017, the Board of Trustees approved a public-private partnership that will position 
The Ohio State University as an international leader in sustainability and provide new resources to 
advance teaching, learning, and research.”  University officials decided to research the possibility 
of entering into a similar P3 agreement for the operations of the University’s utility system.  Because 
OSU’s P3 has only been in place since 2017, or five years of its fifty-year term, at this point in time 
its operational history should not be used to evaluate the probability of success or failure of a 
P3 agreement.  As with any major contract, a final evaluation of its success or failure cannot be 
completed until the contract period is complete.   
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University officials we spoke with also reported they believed establishing a P3 would help them 
leverage funds (such as federal and private research funds) and provide a funding mechanism to 
invest in the University’s Strategic Plan, thereby placing the University in a competitive position to 
recruit students, faculty, and staff from other universities around the country facing declining 
enrollment and reduced funding.  As discussed in later paragraphs, and as is true with all 
contractual obligations undertaken by the Regents’ institutions, if the University investment of the 
proceeds does not meet the return on investment needed to pay the amounts due to the 
concessionaire, Iowa taxpayers may be responsible for making up any shortfall.  

In order to determine if a P3 was a viable option, the University hired the following companies: 

• Jones Day – Jones Day is a law firm and recognized leader in developing P3 agreements.  
Specifically, the firm drafted the concession agreement for the OSU P3 utility system 
transaction.  University officials we spoke with reported they interviewed Jones Day staff 
and OSU officials.  Jones Day was selected primarily because of their expertise with P3 
energy transactions, and the interviews conducted by University officials.    

University officials signed an engagement letter with Jones Day on October 15, 2018 to act 
as the University’s legal advisor regarding the proposed P3 agreement.  The engagement 
letter states, in part, “Jones Day will represent the University in connection with the Project.”  
The engagement letter does not list any specific services or work Jones Day was to perform.  
According to University officials, Jones Day hosted a website which allowed the University 
to share data with companies who were interested in the project and the consultants hired 
by the University.  The University paid $1,356,067 for services provided by Jones Day. 

• Wells Fargo – Jones Day recommended to University officials three financial service firms 
with the experience and expertise required for this complex transaction.  The three firms 
included Barclays, Wells Fargo Corporation, and Morgan Stanley.  According to University 
officials, University General Counsel and the CFO/Treasurer, held phone interviews with 
representatives of the three firms.  The University’s Senior Vice President also participated 
in the call with Wells Fargo.  Based on the phone interviews and references from OSU, Wells 
Fargo was selected as the financial advisor for the project.   

University officials signed a Professional Services Agreement with Wells Fargo on 
November 28, 2018 for Strategic Advisor services.  The University paid $10,501,973 for 
advisory services provided by Wells Fargo.  The scope of work section of the agreement 
includes the following:  

o “Developing a framework for organizing, structuring and executing the 
transaction. 

o Conducting a preliminary due diligence on the assets and providing an initial 
valuation view related to the transaction. 

o Identifying potential investors/operators/consortia that may be interested in 
bidding on the transaction.  

o Establish and coordinate a process for the University to receive bids to manage 
and operate the assets. 

o Participate in drafting, negotiation and finalization of all documents related to 
the transaction.  

o Assist in the completion of the transaction documentation, commercial close 
and financial close of the transaction.”  

• Jacobs Engineering Group, Inc. – Wells Fargo, Financial Advisor, and Jones Day, Legal 
Advisor, recommended three engineering firms with the experience and expertise required 
for the type of complex financial transactions required of a P3 agreement, including CH2M 
Hill/Jacobs Engineering, Burns & McDonnell, and Black & Veatch.  University officials and 
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a Wells Fargo representative held telephone interviews with representatives from all three 
firms.  One firm declined to proceed after learning more about the project.  Of the two 
remaining, University officials decided to engage Jacobs Engineering as the engineering 
Advisor because of the firm’s experience in analyzing utility systems.   

University officials signed a Professional Services Agreement on January 2, 2019 with 
Jacobs Engineering Group, Inc. as the Engineering Advisor.  The Scope of Work included in 
the agreement stated, in part, “The University is seeking the services of a professional firm 
to develop an inventory report along with high level assessment and future requirements of 
its central steam, chilled water, electrical, and water treatment systems.”  The University 
paid $206,978 for services provided by Jacobs Engineering.  

• Ernst & Young LLP – Ernst and Young (EY) was selected by University officials as the Tax 
Advisor using a Request for Qualification (RFQ) process.  The University received three 
proposals in response to the RFQ.  According to University officials, EY was chosen because 
they have the most relevant experience.  In addition, EY was the transition advisor to a 
bidder for an energy lease and acted as the advisor to the successful bidder for the 50-year 
utility system concession and on utility system monetization projects.  The University signed 
a Professional Services Agreement with EY on April 24, 2019 for Tax Advisory services.  The 
University paid $78,622 for accounting services provided by Ernst and Young.   

In consultation with Wells Fargo and Jones Day, University officials reported they determined the 
best approach to identifying parties who would have an interest in entering a P3 agreement would 
be to issue a “Teaser.”  On April 9, 2019 a PDF document entitled “Project Hercules – Investment 
Overview” was disseminated by Wells Fargo.  According to University officials, Wells Fargo provided 
the “Teaser” to private equity firms and utility system operators that have extensive experience in 
the energy sector and have the financial capacity to complete a transaction of the planned 
magnitude.  The PDF included the following information:  

• “The University of Iowa (“UI” or the “University”) is exploring a public-private 
partnership concession (“P3”) concession involving its on-campus utility system with a 
private utility operator (the “Concessionaire”).   

• The P3 partnership aims to provide a new funding source for the University to invest in 
strategic initiatives.   

• The Governor of the State of Iowa asked the Board of Regents (State of Iowa) to 
encourage the University to explore partnerships that could generate new revenue 
sources.    

• Proceeds from the upfront payment will be placed into a new University endowment 
and used to fund its planned strategic initiatives, focused on three areas:  

o Research and Discovery: Perform high-impact research.   

o Student Success: Provide a transformative educational experience for all students.  

o Engagement:  Foster engagement with the State of Iowa and the rest of the world 
to broaden education, improve health, and enhance economic development.   

• Reinvested proceeds from the upfront payment will be used to fund future 
opportunities for academic, research, and campus programs resulting in a 
collaborative win-win situation for both UI and the Concessionaire.”   

The PDF also specified the utility system P3 opportunity included the following characteristics:  

• “Opportunity to manage the on-campus utility systems for the University through a 
50-year lease and concession agreement (the “Concession Agreement” or 
“Concession”).   
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• Concessionaire will be responsible for the operation and maintenance of the electrical 
systems, steam, domestic water, chilled water, sanitary and storm sewer, high quality 
water, utility network maintenance, energy control center, environmental 
compliance, and related distribution systems serving the Main and Oakdale 
campuses (“Utility System” or “UI Utilities”).   

• Upfront Payment and Utility Fees:  
o University will receive an upfront payment from the Concessionaire, which it 

will place into an endowment used to fund its strategic initiatives and 
contribute funding toward the Utility Fee paid to the Concessionaire.   

o Concessionaire is expected to receive an annual Utility Fee payment for 
providing agreed upon services.  Consists of an annual fixed fee with an 
annual inflation escalator, passthrough of operating and maintenance costs, 
and a deemed return on capital invested into the utility system.   

• Concessionaire’s Additional Operational Objectives:  
o Ability to operate the main campus power plant on a coal-free basis by 

January 1, 2025.   

o Continue to explore sources of renewable fuels and incorporate sustainable, 
lower-cost fuel options into the existing utility system.   

o Recognizing that current utility system employees are critical for ongoing 
system operation and reliability, Concessionaire will provide an attractive 
employment package to maximize the number of employees who are offered 
and accept positions with the Concessionaire.   

o Concessionaire is expected to maintain utility system assets in similar or 
better condition.   

o Continue to support research opportunities in utility system facilities for 
faculty and staff researchers.”  

Based on responses to the “Teaser,” University officials decided to proceed with a P3 agreement.  
Table 1 is a timeline provided by University officials for entering into a P3 agreement.  

According to a presentation Wells Fargo staff provided University officials, there were 155 potential 
investors with a mix of both strategic and financial parties who responded to the “Teaser.”  Of the 
155 initial responses, 72 companies signed nondisclosure agreements.  According to University 
officials the “Teaser” was later released to the public on the website but is no longer available.  

Table 1 

Year Period Description 

2019 January – March Develop a financial model and make a decision to issue a Request for 
Qualification (RFQ.) 

2019 April – June Request RFQ responses; Decision on parties to advance to the Request 
for Proposal (RFP) stage 

2019 July – October RFP Process and negotiating and drafting of concession agreement 

2019 October – November Review RFPs and select winning bid 

2019 December Negotiate final Concession Agreement, Board of Regents approval, sign 
final agreement.  (Board of Regents approved the P3 lease agreement on 
12/10/19.)   

2020 March Receive upfront payment and turn over operations and management of 
utility system to Concessionaire.  

Auditor’s notation is in italics. 
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RFQ Process  

After consultation with University officials, Wells Fargo and Jones Day prepared a “Request for 
Qualifications Proposal Submission Instruction Letter.”  The letter was sent to those entities 
expressing interest in the opportunity “to manage and operate the University’s on-campus utility 
system through a 50-year lease and concession agreement.”  The letter also referred to a 
Confidential Information Memorandum which had been previously provided to the recipients and 
included the following: “the private lessee and utility operator (the “Concessionaire”) will be 
responsible for the operation and maintenance of the electrical systems, steam, domestic water, 
chilled water, sanitary and storm sewer, high quality water, utility network maintenance, energy 
control center, environmental compliance, and related distribution systems serving the Main and 
Oakdale campuses.  Responsibilities also include the procurement of the utility systems’ required 
fuel / energy needs to optimize plant operation, ensure reliability and meet campus demand.  The 
University is interested in receiving only one Concession proposal, which should be inclusive of all 
of the aforementioned UI utility system components.”  A copy of the RFQ letter is included in 
Appendix 3.  Contact information for Wells Fargo representatives has been redacted from the copy 
provided in the Appendix.    

University officials met with Wells Fargo representatives on June 21, 2019 to review the RFQs 
received and advance eligible bidders to the Request for Proposal (RFP) stage.  As previously stated, 
there were 155 potential investors with a mix of both strategic and financial parties, and 72 
nondisclosure agreements (NDAs) were executed prior to preparation of an RFQ.  Of the 72 NDAs, 
14 RFQ proposals were received.  Table 2 lists the 14 respondents that submitted an RFQ proposal.  

Table 2 

Respondents to the RFQ ~ 

• Bernhard Energy/Provident 
Resources/Brown&Root/Shive-Hattery/ Centirca 

• NextEra Energy / Schneider Electric / U.S. 
Water Services 

• Harrison Street / Ever-Green Energy / City Water • ENGIE / Meridiam 

• Plenary / Kiewit / Sacyr 
• Anbaric / AECOM / John Hancock / NAES 

• John Laing / Acciona / DTE Energy 
• Corix Infrastructure 

• Axium /Veolia/TIAA • Con Edison Solutions 

• Brookfield / Enwave / Johnson Controls 
• Ameresco / Blackstone / Worley 

• Clearway Energy / EPCOR 
• MidAmerican Energy Company 

~ - Some of RFQ respondents included Third-Party Advisors that are not listed in Table 2. 

The 14 RFQs were evaluated using weighted “Key Evaluation Criteria.”  The main components were 
the Concessionaire Capabilities (60%) and Closing Considerations (40%).  These components were 
further broken down.  Appendix 4 lists the “Key Evaluation Criteria.”  The components included 
the following categories:    

• Upfront Payment Value – The amount the University would receive at the time the 
project closed.  

• Model Assumptions and Financial Capabilities – This section included information on 
tax credits, leveraging of investments revenues of the investor/consortium.  

• Concessionaire Capabilities - including the operating capabilities of the respondent, 
whether current University employees would be hired by the Concessionaire and the 
benefits they would receive, and sustainability.   

• Time to Close – the period of time it would take the respondent to take operational 
control of the utility system.  
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• Cost Sharing Mechanisms – This section includes how costs will be shared between 
the University and the Investor/Consortium.  

• Requires Approvals – this includes state licenses, regulatory approvals, and any 
internal company approvals such as an investment committee, Board, etc.  

RFP Process 

After reviewing the RFQs received, University representatives selected five consortiums to proceed 
to the RFP phase.  The five respondents were: 

• Acciona / John Laing / DTE (withdrew during the RFP process) 

• Axium / TIAA / Veolia 

• ENGIE / Meridiam 

• Harrison Street / Ever-Green Energy / City Water 

• Plenary / Kiewit / Sacyr 

A “Request for Proposal Submission Process Letter” was provided to each respondent who was 
advanced to the RFP stage.  In addition, a draft of the Concession Agreement was provided to each 
respondent.  A copy of the letter sent to the five respondents is included in Appendix 5.    

During the RFP phase, the University interacted with the respondents to answer questions and 
provide clarification.  The University also scheduled a separate site visit for each respondent to tour 
the facilities and campus.  In addition, University officials also visited each respondent prior to 
evaluating the RFP submitted.    

As part of the RFP process, the University was also to provide a “summary of material 
considerations, suggestions and revisions provided by each bidding team in their markups 
(submitted on August 14, 2019) of the draft Long-Term Lease and Concession Agreement for the 
University of Iowa Utility System (the “Concession Agreement”) and the top 10 issues list and top 
5 value drivers.”   

Of the five consortiums invited to submit an RFP, only four did.  Acciona / John Laing / DTE 
withdrew during the RFP process.  Table 3 lists the four consortiums that submitted an RFP and 
their bid amounts.  

Table 3 

Consortium Amount Bid  

ENGIE – Meridiam  $ 1,165,000,000 

Axium, Veolia. TIAA 950,000,000 

Plenary, Sacyr, Kiewit 882,800,000 

Harrison Street, Ever-Green Energy, City Water 881,700,000 

Once the RFPs were received and University officials completed a site visit(s), University officials 
reviewed the four RFPs and the summary information prepared by Wells Fargo.  According to 
University officials, they formed a shared governance working group consisting of faculty, staff, and 
students to evaluate the RFP responses.  The working group crafted, with guidance from the Director 
of UI Purchasing, the Key Evaluation Criteria used to evaluate RFP bids.  Individual rating sheets 
were not completed.  Instead, the working group was divided into teams which were tasked with 
evaluating specific aspects of the RFP responses.  This process also resulted in a series of follow-up 
questions for each of the RFP respondents.   
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During the week leading up to the selection of the winning bid, the teams met to discuss the RFP 
documents and the responses to the follow-up questions.  Each team presented its evaluations to 
the working group.  The working group utilized this information and background information 
provided by Wells Fargo (including a synopsis of the strengths and weaknesses of each consortium 
submitting a response to the RFP) in its deliberations before selecting a winning bid.    

Based on University officials’ evaluation of the RFPs, the University awarded the P3 Concession 
Agreement to ENGIE-Meridiam.  According to University officials, the winning RFP bid offered the 
highest financial consideration and the University officials’ evaluations unanimously found ENGIE-
Meridiam to be the most qualified utility system operator.   

As part of the RFP process, each respondent provided a security bond of $50 million.  The security 
bonds for the companies not selected were returned.  As part of the closing, ENGIE was required to 
provide a $100 million bond.  The University maintained the security bond for ENGIE-Meridiam 
with the understanding, if the company failed to achieve financial close, the University would retain 
and cash the $100 million bond.   

CONCESSION AGREEMENT 

Section 262.11 of the Code of Iowa states, in part, “The Board may, in its discretion, delegate to 
each university the authority to approve leases.”  On December 10, 2019, the Board of Regents 
authorized the University of Iowa to enter into a 50-year lease agreement with the UIEC.  The “Long-
Term Lease and Concession Agreement for the University of Iowa Utility System” (agreement) was 
entered into by the Board of Regents, the University of Iowa, and the UIEC.  The UIEC is an entity 
comprised of ENGIE North America, Meridiam, and Hannon Armstrong.  While the agreement was 
executed on December 10, 2019, the University officially transferred management to the UIEC on 
March 11, 2020 after achieving financial close on March 10, 2020.   

The agreement provided the University would receive a one-time payment of $1,165,000,000 at the 
time of closing.  In exchange, the UIEC would have exclusive rights to operate the University utility 
system for 50 years.  The agreement defines “Utility” as any of the following specific individual utility 
services: (i) electricity, (ii) steam and condensate, (iii) domestic water, (iv) chilled water, (v) sanitary 
sewage, (vi) storm water and (vii) compressed air.  A list of the University utility facilities, Utility 
System Land, and Utility System assets included in Schedule 3 of the agreement is included in 
Appendix 6 of this report.  

Information provided to us by University officials included PowerPoint slides from an informational 
webinar held during a public meeting with the Board of Regents on December 3, 2019, related to 
the P3 agreement.  The PowerPoint slides included a summary the expected costs of the project and 
how the University planned to pay for the cost of the project.  Under the P3 agreement, the University 
is billed by UIEC and then, in turn, bills each campus Department monthly for actual utilities 
consumed.  The funds collected by the University are used to pay for the services provided by the 
UIEC just as it was done when the University operated the utility system.  In fiscal years 2021 and 
2022 the amount billed to the campus departments by the University was $97.5 million and 
$99.5 million (rounded) respectively.  

The cost of the P3 includes a fixed fee, operations and maintenance costs, and capital expenditures.   

Fixed Fee – This is a fixed annual amount paid to the Concessionaire.  The fixed fee was set 
at $35 million per year for the first five years.  After the first five years, the fee increases 1.5% 
per year for the remaining life of the agreement.  In accordance with these terms, the fixed 
annual fee in year 50 would total $68,397,455.  Based on this fee and rate of increase the 
University will pay approximately $2.4 billion to the Concessionaire for this fee over the life 
of the agreement.   

According to University officials, the annual amount of $35 million is very close to the net 
revenues generated by the system in FY19.  These net revenues are used to pay annual debt 
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service payments to bondholders plus cashflow direct capital investment in utility system 
capital projects prior to entering into the agreement.   

Operations and Maintenance (O&M) Costs – Under the agreement, O&M costs are 
“specifically identified out-of-pocket operating and maintenance costs and expenses incurred 
by the Concessionaire […] or the Operator in operating the Utility System and complying with 
their respective obligations under [the] Agreement.”  These costs include the salary and 
benefits cost of the staff needed to operate and manage the University’s utility system, along 
with costs related to materials, contracts, supplies, waste disposal, tools, and equipment 
necessary to keep the system operational and functioning as designed.  According to 
University officials, this amount is based on the actual expenses incurred each fiscal year 
and are, for the most part, a pass-through expense to the University.  Uncapped O&M costs 
are costs approved by the University and are extraordinary in nature and are a pass-through 
expense to the University.  When University officials developed the estimates in 2019, they 
estimated O&M costs would be approximately $21.4 million in fiscal year 2022.  In 2022 the 
actual O&M was $21.26 million.  

As part of the negotiations, all full-time University employees who worked with the utility 
systems were to be considered for employment with ENGIE.  If employees were not hired or 
chose not to work for ENGIE, the University transferred them to other departments within 
the University.  However, some employees chose not to work for ENGIE or accept the transfer 
and instead left the University’s employment.  Because the University is still paying for 
employee salary and benefit costs as part of the O&M costs, the salaries and benefits 
associated with the staff who accepted jobs with ENGIE do not represent a savings to the 
University.   

Capital Improvements – These costs are construction projects undertaken by the 
Concessionaire as required to maintain the utility system, for which the University will repay 
the principal (construction cost) to the Concessionaire over 20 years or the remaining life of 
the agreement, whichever is shorter.  Interest is assessed on any unrecovered capital 
expenditure at a rate repriced every 5 years.  This amount is not known until a construction 
or improvement project is identified by the Concessionaire and/or the University.  In fiscal 
year 2022 the University estimated capital expenditures to be $3.8 million.   

According to University officials, interest costs are not part of Capital Improvements costs, 
or the Utility Fee paid by the University to the Concessionaire.  There are, however, two 
components of the Utility Fee that are intended to reimburse the Concessionaire for its cost 
of debt and to provide the equivalent of the “return on equity” component of investor-owned 
utilities.  These components are: 1) Cost of Debt Factor and 2) Benchmark Amount which is 
the actual return on equity rates approved by state utility boards in the relevant region.  Both 
factors are equally weighted.   

Section 262.34(1) of the Code of Iowa includes the following: “When the estimated cost of 
construction, repairs, or improvement of buildings or grounds under charge of the state 
board of regents, including construction, renovation, or repairs by a private party of a 
property to be lease-purchased by the board, exceeds one hundred thousand dollars, the 
board shall advertise for bids for the contemplated improvement or construction and shall 
let the work to the lowest responsible bidder.”  According to University officials,   

“The public bidding requirement set forth in Iowa Code 262.34(1) and discussed in 
AG opinion 66-7-1 applies to buildings or grounds under the charge of the Board of 
Regents.  The buildings and grounds that make up the University of Iowa’s utility 
system have been leased to and are now under the charge of University of Iowa 
Energy Collaborative (UIEC) for a period of 50 years.  UIEC is responsible for 
improvements or repairs during the term of its agreement with the University.  This 
is consistent with numerous other long-term lease agreements entered into between 
BOR institutions and outside entities.” 
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University officials also stated, it is critical for a P3 partner to consider a range of facts and 
circumstances that allow it to depreciate assets leased under a long-term agreement and 
remain in accordance with IRS regulations.  To achieve this outcome the P3 partner needs to 
be able to act independently of the University.  The University has the ultimate authority to 
approve capital improvement projects, but UIEC has the autonomy to procure the contractors 
and consultants necessary to complete the construction projects. 

Based on the University’s position, section 262.34(10) of the Code of Iowa would not apply to 
the University’s utility system because it has been leased and is now being operated by the 
UIEC for a period of 50 years.  However, the University is still required to reimburse UIEC for 
all construction costs incurred by the Concessionaire over the lesser of 20 years or the 
remaining life of the P3 Agreement.    

As the operator of the University’s utility system, ENGIE is deploying a rigorous process to 
prequalify contractors to bid on utility system projects.  ENGIE accepts the lowest bid from 
qualified bidders unless other criteria are more important.  For example, if the utility project 
is being coordinated with a University capital project, then the University may require ENGIE 
to use the University’s contractor which could be more costly. 

Finally, language in the Concession Agreement requires the University to approve or deny 
every capital project undertaken by ENGIE.  In addition, the University approves every project 
needed to ensure service demands of the campus are met.  As previously stated, capital 
expenditures are a pass-through expense to the University.   

Under the agreement, UIEC presents proposed projects to the University and the justification 
for each project recommended.  University officials must approve or deny the project.  
University officials can also set the priority for the projects.  In addition, if University officials 
determine there is a project which they want done, ENGIE is required to do the project.   

University officials also stated, if a disaster were to occur, such as a flood, the Concessionaire 
would be required to comply with and participate in the University’s emergency response 
plan as it relates to the utility system. This would include complying with the University’s 
emergency repair and mitigation actions, as well as directives from the University to relocate 
and/or reconfigure the utility system.  The University is responsible for insuring all assets of 
the utility system.  During a disaster the University would also have access to FEMA and 
other aid to repair and replace the assets.   

Other Costs – In addition to the costs listed above which are paid to the Concessionaire, the 
University also pays other utility costs.  Table 4 lists the estimated other costs to be paid by 
the University for the utility system in fiscal year 2022, as projected in 2019.   

Table 4 

Description 
Amount 

(rounded) 

Fuel/Electricity $ 33,830,000 

Sewer/Fire/Refuse 5,470,000 

Energy Control Center / Environ Compliance 4,560,000 

Insurance/Audit Costs 2,010,000 

   Total $ 45,870,000 

Currently, the University bills campus departments approximately $99.5 million annually to fund 
and operate the utility system.  According to University officials, they plan to continue to bill 
campus departments for their use of utility services.  In fiscal year 2022, the actual expense for 
other costs totaled $44.915 million, $955,000 less than the 2019 estimated amounts.  
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The PowerPoint presentation included a slide which projected the total billings to campus 
departments and total costs associated with the project at points in time and for the project as a 
whole.  A copy of this slide is included in Appendix 7.  Table 5 summarizes the total estimated 
billings and costs, as projected in 2019, resulting from the P3 agreement.  This information is also 
illustrated by the Appendix.  

Table 5 

Description 
Estimated Amount  

(in millions)^ 

Amount Billed to Campus Departments $ 8,166.2  
Less: University Utility Costs 3,656.9  

  Subtotal  $ 4,509.4 
Less Payments to Concessionaire for Operating and Capital Costs:   
   Operations & Maintenance (O&M)  (1,764.0)  
   Capital Expenditure Repayment  (1,567.6)  
   Capital Expenditure Interest (1,051.9) (4,383.5) 

      Contribution Toward Concession Fixed Fee  125.9 
      Less: Fixed Fee Payment  (2,418.2) 

         Utility Subsidy From P3 Endowment (needed to cover costs)  (2,292.3) 
         Strategic Funding  (735.0) 

            Total Distribution from P3 Endowment  ($ 3,027.3) 
^ - Rounded amounts provided by University officials, as illustrated by Appendix 7. 

The Table shows in 2019 the University projected it would need approximately $3.027 billion from 
the endowment fund over the term of the P3 agreement in order to pay for the annual costs 
established by the agreement and the operations of the utility system.  However, the final amount 
may increase or decrease as the result of a number of factors, including the O&M costs and capital 
expenditures which are estimated over a 50-year period and depend on numerous factors.   

For example, construction costs have increased since the establishment of the agreement.  In 
addition, changes in EPA regulations or technology costs may cause costs to increase or decrease.  
If technology results in greater efficiency in generating power or alternate fuel sources become 
available at a lower cost, costs may go down.  Demand also plays a part in utility costs.  As a result, 
changes in these estimates could positively or negatively affect the final amount the endowment will 
need to provide to cover costs.   

As previously stated, the University received $1,165,038,084 when the agreement was finalized and 
financial close was achieved.  After the University retired the outstanding utility bonds and paid the 
consulting fees for the project and other costs, the University deposited $985,881,608 into the 
endowment fund.  In order to pay for the project, the University and its consultants determined, by 
investing the $985,881,608 in an endowment, the endowment is projected to have a return on 
investment (ROI) sufficient to cover the costs of the project and provide up to $15 million per year 
or a total of $735 million over the 50-year life of the agreement to be used to fund grants related to 
the University’s strategic plan.  The endowment fund is discussed in more detail later in this report.   

In addition, if the investments made by the endowment fund exceed the projected ROI, the 
University will be able to use any additional earnings to fund additional projects related to its 
strategic plan or other University projects.  If the endowment fails to earn the projected ROI, the 
University will have to make up any shortfall by reducing or not funding projects related to its 
strategic plan and/or use other resources from its general fund or possibly incurring debt to pay 
the Concessionaire.  
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We asked University officials if an analysis had been performed comparing the costs of the 
P3 agreement to the cost of the University continuing to operate and maintain the utility system 
over the 50-year period of the P3 agreement.  University officials reported they did not perform an 
explicit, formal cost comparison/calculation of what it would cost if the University continued to 
operate and maintain the Utility System.  University officials also responded that the modeling 
assumption used to generate estimated costs was intended to be a reasonable depiction of what it 
would cost if the University continued to operate and manage the system.   

Under University management, the Utility System was managed as an auxiliary system and charged 
rates to campus departments to fully recover operating and capital costs.  If salary and benefit costs, 
purchased electricity, purchased fuels (such as coal, natural gas, oat hulls, and energy pellets) and 
capital project costs increase in excess of 2% per year, the University reported they would bill the 
campus at something above a 2% increase in order for revenues to fully fund actual expenditures.  
In addition, there are costs embedded in the Concession Agreement that would not be incurred if 
the University continued to manage the system.  The cumulative sum of these additional costs are 
represented in the deficit amount called “Utility Subsidy From P3 Endowment”.  This is a reasonable 
approximation of the amount needed to protect the University from the higher costs embedded in 
the Concession Agreement.   

The financial model prepared by the University expects the “Utility Subsidy From P3 Endowment” 
(approximately $2.3 billion) and the “Strategic Funding” ($735 million) amounts to be funded from 
the investment proceeds earned from the upfront payment totaling $1.165 billion.  If this plan comes 
to fruition, the University will achieve its goal of investing $735 million in strategic initiatives.  This 
level of strategic investment would not be achievable in the current budget environment if the P3 
transaction had not been undertaken unless other significant factors changed, such as public 
investment from the legislature. 

According to the agreement and discussion with University officials, the cost of operating and 
maintaining the Utility System are passed on to the University.  So, if the costs associated with the 
operations such as payroll, purchased fuel costs, etc. increase as a result of general production cost 
increases or inflation, the costs will be passed on by the University to each department.  The contract 
also allows for repricing of certain elements of the contract every 5 years. 

When University officials decided to enter into a P3 agreement, the main priority was to provide a 
funding mechanism for the University’s strategic plan which would not require use of any other 
University revenue sources.  In other words, they were seeking a solution for which the financial 
impact on the University’s general fund would be cost neutral.   

However, if the $986 million invested in the UISIF does not generate the expected 5% rate of return, 
the University will have to make up the shortfall.  If this were to happen University officials stated 
they would first stop funding strategic initiatives ($15 million per year) until such time as the fund 
had recovered and was able to cover the costs of the P3 agreement.  If this was not sufficient, the 
University could also bill each department for the additional cost, use other resources, increase 
tuition, or issue debt.  Ultimately, taxpayers would be responsible for payments.  The University 
investment advisor is projecting an annual ROI on investments in the 5%-6% range over the 
50-year period of the agreement.  This ROI is similar to the ROI the University uses for many of its 
typical investments.  

Other Costs 

In addition to the costs included in the P3 Concession Agreement, the University also incurred costs 
for the planning and execution of the P3 agreement.  These costs are listed in Table 6.
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Table 6 

Firm Amount 

Wells Fargo $ 10,501,973 

Jones Day 1,356,067 

Jacobs Engineering 206,978 

Ernst and Young 78,622 

   Total $ 12,143,640 

Savings 

As previously stated, staff who previously worked on the utility systems for the University 
transitioned to work for ENGIE to operate and maintain the Utility System.  As part of the O&M 
costs, the University pays ENGIE for payroll costs.  According to University officials, under the 
model used, the assumptions were based on no net savings to the University.  However, if ENGIE 
can reduce operating costs over time, then these savings will accrue to the University through the 
capped O&M index formula.  According to University officials, additional savings are expected based 
on the Concessionaire’s ability to leverage its substantial expertise to provide savings throughout 
the term of the Concession Agreement by increasing sustainability and improving operational 
efficiency which may also help reduce costs to the University.   

In March 2020, the University used a portion of the $1.165 billion received at close to defease its 
outstanding utility system revenue bonds totaling $158,418,793.  In order to defease the bonds, 
the University placed the funds in an irrevocable escrow account with the University as a trustee.  
The escrow account is sufficiently funded to fully pay the remaining principal and interest due on 
the bonds.  The Utility System Revenue Bonds will be called on November 1, 2020-2026.  In March 
2020, the University called and defeased $3,080,000 of Utility System Revenue Bonds.  

Performance Standards and Key Performance Indicators (KPI)  

There are several sections in the agreement dealing with performance standards and key 
performance indicators related to the operations of the utility system, including:   

• Section7.3(c) - “Energy and Water Supply; Coal-Free Requirement.”  This section states 
“…after January 1, 2025, the Utility System shall be capable without additional work or 
improvement to perform in a manner that satisfies all the requires hereunder without the 
use of any coal in the Utility System Operations.  In the event that the Concessionaire 
fails to comply with the restrictions on coal use set forth in this section 7.3 unless 
otherwise waived by the University in writing or expressly provide in the Approved Five-
Year Plan that month, the Concessionaire shall pay the University $1,000,000 per month 
on a monthly basis for each month in which the Concessionaire fails to comply.”  

• Schedule 2 of the Concession Agreement sets out the Performance Standards for the 
utility system, which consist of the standards, specifications, policies, procedures, and 
processes that apply to the operation of, maintenance of, rehabilitation of, and capital 
improvements to the utility system.   

• Schedule 15 of the Concession Agreement sets forth the various KPIs, which include, but 
are not limited to, unplanned outages, safety violations, and compliance with DNR and 
EPA rules. Each KPI includes a specific number of acceptable outage hours or events. If 
ENGIE exceeds the acceptable number of outage hours or events, they must pay a 
monetary penalty to the University. The monetary penalties increase if outage hours or 
events continue to accumulate over time. According to University officials, there have 
been no major violations of the KPIs as of the date of this report. 
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• In addition to potentially significant monetary penalties, ENGIE’S risk as part of this P3 
is if there are major issues with the Performance Standards or the KPI’s, the University 
can remove them as the operator of the utility system.   

• O&M costs are capped at 2% above the calculated amount.  Costs above the cap are borne 
by UIEC. 

• UIEC must fund capital improvements to the utility system; the “return on unrecovered 
capital expenditures” is fixed for a 5-year period.  In a rising interest rate environment, 
the cost of debt factor embedded in the unrecovered “capex” (capital expenditures) 
calculation is fixed thereby lowering returns to UIEC during the 5-year period. 

SUMMARY  

As previously stated, the P3 agreement leases the Utility System to the Collaborative for 50 years.  
Unlike a normal lease, where an entity receives monthly payments, the University received proceeds 
of approximately $1.165 billion at the time of closing when the lease begins.  According to 
information provided by University officials, they will pay approximately $2.418 billion in fixed fees 
to the concessionaire over the life of the project, including interest payments, and will need 
approximately $2.292 billion of that amount from the Endowment (that is, returns on the 
investment of the initial payment made at financial close) to cover the total cost of the P3 agreement 
plus an additional $735 million the University will use to fund strategic projects.   

Financial Investors 

In order to fund a project of this size, it was expected a successful bidder would require the backing 
of multiple financial investors to provide the funding needed.  A redacted document was submitted 
to the BOR regarding the RFP for the P3 agreement included a PowerPoint slide which stated “21.5% 
of the Hawkeye Energy Collaborative’s committed private placement financing comes from Iowa-
based investors.”  This information was also included in an article published in The Cedar Rapids 
Gazette, “the new collaborative reports that nearly 22 percent of the committed private placement 
financing for the UI deal comes from Iowa-based investors.”  Upon request for disclosure by the 
media, the University declined to provide the list of investors to the public.   

When the information was requested by the Office of Auditor of State, University officials denied 
that request as well, because UIEC asserted it was a trade secret not subject to disclosure under 
Iowa Code 22.7(3) and the University had no reason to refute this assessment.  The University also 
objected to the timing and form of the request, and the Office of Auditor of State filed a judicial 
action to compel the University to provide the records.  Following a district court order requiring 
the University to comply with the request, the University appealed to the Iowa Supreme Court.  The 
Iowa Supreme Court found unanimously in favor of the Auditor of State and required the disclosure 
of the requested records.  Sand v Doe, 959 N.W.2d 99 (Iowa 2021).  As a result of that ruling, and 
after the financial close of the transaction, University officials provided a copy of an attachment 
from the ENGIE and Meridiam RFP response which listed the companies that agreed to initial 
purchase commitments to help fund the $1.165 billion to be provided to the University at the closing 
of the project agreement.  With the permission of the University and ENGIE, we are able to disclose 
the Iowa investors.  They are:   

• Transamerica – Headquartered in Cedar Rapids, Iowa 

• Principal Global Investors – Headquartered in Des Moines, Iowa 

• Athene – Headquartered in Des Moines, Iowa (Athene has since merged with Apollo Global 
Management based in New York City.)  

Based on the attachment from the ENGIE and Meridiam RFP response which listed the companies 
that agreed to initial purchase commitments, we were able to calculate approximately 23% of the 
initial purchase commitments were provided by the three firms listed above.  At the time the 
agreement was closed, all three firms were headquartered in Iowa.   
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Conflicts of Interest  

The Board of Regents Policy Manual conflict of interest policy includes the following:  

• “…members of the Board, employees of the Board, and employees of institutions governed 
by the Board, are required to comply with Iowa Code § 68B.2A: Conflicts of Interest.  To 
further enhance the credibility and accountability of the Board, the Board requires that 
all Regents and institutional officials promote at all times the best interests of the Board 
and its institutions consistent with policies, rules, regulations, and laws governing the 
Board, academic institutions, and academic freedom.  The duty of loyalty requires 
Regents to exercise their powers and duties in the interests of the Board and its 
institutions and not in the Regent’s own interest or in the interest of another person or 
organization.”   

• “Regent institutions shall have Conflict of Interest policies in place for institutional 
employees not subject to this policy.  Such institutional policies shall not be inconsistent 
with this policy.”   

The University’s Operations Manual defines a conflict as:  

“A conflict exists whenever personal, professional, commercial, or financial interests or 
activities outside of the University have the possibility (either in actuality or in appearance) 
of: 1) interfering with UI employees' ability to fulfill their employment obligations; 
2) compromising a faculty or staff member's professional judgment; 3) biasing research or 
compromising, or giving the appearance of compromising, the sound professional judgment 
of its investigators; or 4) resulting in personal gain for the employee or employee's immediate 
family, at the expense of the University and/or the state.” 

We reviewed the conflict of interest and commitment forms for University staff who were involved in 
the P3 process.  We found no disclosures related to investments in or other conflicts with ENGIE / 
Meridiam.  It is possible for any SUI or BOR employee to indirectly have an interest in this project 
by investing in a mutual fund which may own stock or bonds in ENGIE /Meridiam or any of the 
investors who were the initial purchasers of the notes for the project.  However, this is not 
considered a conflict of interest because of the types of investment and the inability of the investor 
to control what stocks, bonds or other investment products a mutual fund manager may choose to 
include in the portfolio.    

We also reviewed the list of potential investors provided by University officials with the date of 
April 18, 2019 and the list of initial placement offerings to determine if any BOR staff or University 
officials would have a possible conflict or may have created a company to personally benefit from 
the P3 agreement. 

The companies listed are all large, well-established companies with operations in the US and 
Worldwide.  Because these are established companies, it is highly unlikely a BOR or University 
official would have a significant investment or ownership interest in the firms.  It is possible officials 
would have an indirect interest through owning a mutual fund or some other type of investment 
which included investments in these companies.  However, because investors do not have control 
over the decisions made by those governing the mutual funds or other investments, ownership of 
these investments by BOR or University officials does not represent a material conflict of interest.   
Finally, because this investment is, for these companies, relatively small, it would not have a unique 
impact on their valuation such that the purchase of stock or other forms of ownership prior to the 
P3 would be financially impactful. 

University of Iowa Strategic Initiative Fund (UISIF)  

UISIF was created as a 501(c)(3) endowment and incorporated as a non-profit under Iowa Code 
Chapter 504.  It is managed by a three-member board including a Board of Regents appointee, 
UI Faculty Senate faculty appointee, and the University’s Senior Vice President for Finance and 
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Operations.  The Board is to meet quarterly to review the operations of the fund, review and manage 
investments, and determine the yearly allocation to the University for strategic, non-recurring 
initiatives, and the annual utility subsidy.  While the Iowa Constitution generally prohibits the 
donation of public funds to a private entity, that provision is not implicated by this agreement. The 
legal structure of UISIF, which contains provisions for a measure of University oversight and control, 
does not constitute an irrevocable transfer of University property (a donation) which would violate 
the Constitution. 

According to University officials, one reason they chose to create a non-profit entity was to have 
more transparency specific to the P3/UISIF funds.  University officials contend that as a non-profit, 
UISIF will prepare separate financial statements, which will allow the public an easier window into 
the activities of UISIF.  Because the UISIF is managed and controlled by the University, Government 
Accounting Standards require a footnote disclosure which includes summary financial 
information to be included in the University’s Annual Financial Statement Report which is 
audited annually.   

If the funds had been deposited and recorded in an endowment fund within the University’s 
accounting system, as opposed to a separate non-profit, the financial information would still be 
available but not be required to be reported separately in the financial statements.  However, upon 
request the University could provide financial information.   

Conversely, while University officials contend that UISIF is subject to open records requirements 
found in Chapter 22 of the Code of Iowa, they contend it is not subject to Iowa Code Chapter 21 
(open meetings).  Because of this distinction, UISIF does not intend to comply with the requirements 
of the open meetings chapter.  Rather than having the projects to be funded debated in a public 
meeting, the public will be made aware of the projects funded by UISIF through website postings. 

As previously stated, a portion of the $1.165 billion received by the University was to be deposited 
in UISIF to help pay for the cost of the P3 agreement and provide funding for University strategic 
initiatives.  Based on the wire transfer document, the University received $1,165,038,084 on 
March 10, 2020.  Table 7 lists how the $1.165 billion was used.  

Table 7 

Description Amount 

Proceeds $1,165,038,084 

Less:  

   Retire outstanding utility bonds   (158,418,793) 

   Pay consulting fees (see Table 6)  (12,143,640) 

   Other costs (8,594,043) 

     Amount invested in the endowment fund/UISIF $  985,881,608 

As shown in the Table, $985,881,608 was deposited into UISIF.  Information provided by University 
officials to the Legislative Service Bureau on December 19, 2019 stated the principal was to be 
maintained in the fund with the earnings where it will be used to cover utility cost subsidy and 
strategic plan initiatives.   

The University plans to use up to $15 million annually from the interest earned to provide funding 
to one-time grants.  Under the plan, members of campus are able to submit a proposal for the one-
time grants.  The grant may be for 1 to 5 years.  The grant should focus on implementing strategies 
which support the University’s Strategic Plan.  Examples of efforts which are in support of the 
strategic plan include:  

• Increase retention and graduation rates.  

• Provide additional support for first-generation students.  
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• Improve students’ time to degree and reduce student debt. 

• Create additional undergraduate research opportunities.   

• Increase outreach and engagement across the State. 

• Invest in research facilities and grant applications. 

The UISIF website provides information on the P3 proposals funded for each fiscal year.  Table 8 
summarizes the number of projects and total funding awarded for fiscal years 2021 through 2023.  

Table 8 

Fiscal   
Year 

Number  
of Projects 

Amount  
Awarded 

2021 5 $  7,500,000 

2022 7 12,113,000 

2023 8 15,000,000 

Total 20 $ 34,613,000 

As the Table shows, UISIF has awarded over $34 million to 20 projects since July 1, 2020.  As 
previously stated, the money awarded is used to support initiatives to bolster student success and 
develop and retain faculty, which are key to competing with the University’s larger, better-funded 
peers.  Additional information on specific projects can be found on the UISIF website.   

UISIF Financial Status Report – As previously stated, the University’s main priority was to 
provide a funding mechanism for the University’s strategic plan which would not require use of any 
other University revenue sources.  In order to achieve this, the University based its assumptions 
and models on a 5% ROI.  According to University officials, by using a 5% ROI, it should prevent 
the University from using any other funds to pay the costs of the P3.  Table 9 summarizes the 
financial portfolio of the UISIF fund that was reported by UISIF quarterly through June 30, 2022.   

Table 9 

Status  
as of: 

Inception  
Value 

Cumulative 
Distributions 
and Awards to 

UI (1) 

Net 
Investment 
Change (2) 

Ending Market 
Value (3) 

03/31/20 $ 985,881,608  -  6,563,225 992,444,833 

06/30/20 985,881,608   - 40,137,429 1,026,019,037 

09/30/20 985,881,608  - 62,784,383 1,048,665,991 

12/31/20 985,881,608  - 109,569,027 1,095,450,635 

03/31/21 985,881,608 (7,500,000) 115,729,361 1,094,110,969 

06/30/21 985,881,608  (7,500,000) 147,660,936 1,126,042,544 

09/30/21 985,881,608  (20,061,892) 150,632,618 1,116,452,334 

12/31/21 985,881,608  (20,061,892) 183,427,606 1,149,247,322 

03/31/22 985,881,608 (20,641,392) 151,754,270 1,116,994,486 

06/30/22 985,881,608 (20,641,392) 83,854,258 1,049,094,474 

     
(1) Withdrawals for UI grants, UI campus utility subsidy and operational costs. (Rounded) 
(2) Market performance net of manager fees. (Rounded) 
(3) Market value of fund must grow over time in order to meet substantial future withdrawal 

commitments.  (Rounded) 
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According to University officials, inflation has negatively impacted both the University and UIEC in 
ways that are similar to virtually every other global entity.  The price of materials, goods and 
services, fuels and labor costs are increasing at a rate that is significantly higher than what was 
assumed in the financial model.  This inflationary impact would be the same even if the University 
continued to operate and manage the Utility System independently.   

One significant way the UIEC has been affected by inflation is the fixed fee component of the Utility 
Fee paid to UIEC of $35 million per year with a 1.5% annual escalator beginning in fiscal year 2026.  
As previously stated, the University will pay UIEC $2.4 billion over the 50-year period.  Inflation 
impacts the net present value of this payment. While it is a mixed impact, the net impact of this 
period of high inflation could be beneficial to the University. 

University officials also claimed having the UISIF created as a 501(c)(3) endowment allows for more 
transparency.  As stated above the UISIF is subject to open records laws but not subject to open 
meeting laws.  The University provides a Financial Status Report which is updated every quarter.  
The information included in Table 9 is from this report.  The information can be found at Public-
Private Partnership (P3) | University of Iowa Strategic Plan – The University of Iowa (uiowa.edu).  
The following information is included on this site: 

• information about the P3 Program in support of the Strategic Priorities, 

• a list of proposals funded each year, 

• a link to the UISIF Financial Report (PDF), and 

• updates.  

The site does not include copies of the Board’s minutes, detailed financial information, or 
information on the rate of return on the investments.  As discussed below, summary financial 
information is included in the University’s Annual Financial Report as a footnote disclosure.  

Transparency to the Public and Others  

With any major change in the way the University operates, there is a need to be as transparent as 
possible to reduce the uncertainty, anxiety, and speculation of employees and others with an 
interest in its operations.  During the P3 process, the University held various meetings and forums 
which the public could attend in order to provide information on the P3 process.  The following are 
a list of dates, meetings, and forums were held.  

• April 17, 2019 – Sustainability Charter Committee; Information Session with Reporters 

• May 1, 2019 – Public Forum on west side of campus 

• May 2, 2019 – Public Forum on east side of campus 

• August 27, 2019 – Sustainability Charter Committee 

• September 23, 2019 – Public Forum on east side of campus 

• September 24, 2019 – Public Forum on west side of campus; Update UISG/GPSG 

• October 15, 2019 – Discuss P3 with students 

• December 3, 2019 – P3 Webinar through BOR website 

• November 25 through December 5, 2019 – Various meetings with Regents and Board 
Office staff and updates to the Governor and legislators, Director of the Department of 
Management, Auditor of State, and the Attorney General 

• December 10, 2019 – Board of Regents Meeting - Concession Agreement signed in Board 
Office 

https://strategicplan.uiowa.edu/public-private-partnership-p3
https://strategicplan.uiowa.edu/public-private-partnership-p3
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• December 12, 2019 – Public Forum on east side of campus; Public Forum on west side 
of campus 

During these meetings reporters, residents, employees, faculty, students, citizens, and other 
officials had an opportunity to learn more about the P3 project.  In addition to the meetings, the 
P3 project was also included on the BOR agendas several times.  During the establishment of the 
P3, there were also several articles included in the Cedar Rapids Gazette, the University’s 
newspaper, the Daily Iowan, the Iowa City Press Citizen, and other media outlets. 

However, the information provided to University Officials related to the RFQ and RFP process 
included confidential information provided by vendors.  As a result, some of the discussions and 
information related to the agreement could not be disclosed to the public.  We received multiple 
communications from individuals during the P3 process that there was insufficient notice of 
meetings for individuals to actually attend, or for their input to be seriously weighed.  Officials 
should provide enough notice of meetings and hearings to the public and other bodies.  

Financial Reporting 

The UISIF activity is reported as a blended component unit in the University’s financial statements.  
In addition, certain items are disclosed in the financial statements related to the P3 agreement.  As 
required by Government Accounting Standards (GASB), the University includes financial 
information in its Annual Financial Report.  Appendix 8 includes selected pages from the 
University’s financial statements which illustrate the following disclosures.  

• P3 Utility system advance from concessionaire – GASB requires the advance the 
University received from entering into the P3 be included in the financial statements as 
a Noncurrent Liability.  The amount shown as the liability is the amount of the advanced 
payment received by the University remaining to be amortized over the life of the P3 
agreement.  As a result, the amount of the liability decreases each year.  Under GASB, 
the revenue received is to be recognized over the life of the agreement.  

• Note Disclosure – GASB also requires a note in the financial statements with more 
information on the amount reported as the “P3 Utility system advance from 
concessionaire.”  This note usually includes the amount originally received and how the 
amount will be amortized.  In this case, is the University is amortizing the proceeds using 
the “Straight-line” method over the life of the P3 agreement.  

• Blended Component Units – A blended component unit means the entity, in this case 
UISIF, is so intertwined with the University that they are in substance one and the same.  
As a result, the financial information is included in the University’s financial statements 
but may not be easily identified.  However, in a separate note disclosure, the University 
presents a “Condensed Statement of Net Position” and a “Condensed Statement of 
Revenues, Expenses and Changes in Net Position.”   

• Reporting by Moody’s – During our review we were asked if Moody’s reclassified the 
payment to the University as debt.  As noted above, the payment received is shown as an 
advance and recorded as a liability on the University’s financial statements as required 
by GASB.  University officials stated they were unaware of any changes made by Moody’s 
and provided us their contact at Moody’s so we could follow-up on the questions.   

According to a representative from Moody’s, Moody’s recently updated their credit rating 
methodology to account for P3s as more universities enter into P3 agreements.  Based on 
their analysis, the advance is included as “Other Debt Like Instruments” when they 
calculate the rating score for a university.  The representative also stated the reason for 
this is the possibility a P3 may/could fail or be allowed to fail if they are not essential 
university services.  The representative further stated a utility system is integral to 
services on campus and it is doubtful the university would fail to support the project.   
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Items for Consideration 

We reviewed the process used by the University to establish a P3 agreement for the operation and 
maintenance of the University’s Utility System to determine whether the University complied with 
the applicable sections of the Code of Iowa and Board of Regents and University policies and 
procedures.  As a result, we identified certain findings and recommendations regarding the 
P3 process which should be considered by the Governor members of the Legislature, and members 
of the Board of Regents.  

University of Iowa 

• The University should include additional information on its website regarding the UISIF to 
improve transparency including: 

o Current Rate of Return (ROI) compared to anticipated ROI. 

o Summary financial information as included in the notes to its Annual Financial 
Report.  

o Publishing minutes from the Board meetings. 

State of Iowa Legislature / Board of Regents 

• When considering a P3 agreement, the long-term cost and benefit to the State or entity 
should be clearly documented and shared publicly prior to commitments or decisions being 
made.  This should include a cost analysis based on not entering a P3 but instead 
maintaining the status quo, performed by an entity that will not have any financial interest 
in the advancement of the P3 considered. 

• To prevent abuse of taxpayer funds and improve value obtained, any P3 should honor Iowa 
law’s requirement for bidding projects and using the lowest responsible bidder by 
incorporating into its contract(s) that the lessor must follow the state’s bidding laws. 

• Other funding options or resources should be considered in order to provide sources of 
funding for strategic initiatives, including but not limited to: 

o Capital campaigns. 

o Having a foundation raise funds for strategic initiatives as they do for other 
initiatives, such as scholarships, athletics, and projects deemed appropriate by 
the University. 

o Additional appropriations by the Legislature and/or funding designated by the 
Governor. 

• Accept oversight as a natural, necessary, and helpful part of the decision-making process, 
rather than as a risk that could upend a hoped-for deal; or at the very least, follow legal 
obligations allowing oversight.  The Legislature should review Code 262.34(1) and 
AG opinion 66-7-1 as it applies to buildings or grounds under the charge of the Board of 
Regents. 

• The Legislature should consider open records and open meetings laws has they relate to a 
nonprofit entity created by a State Agency or University and managed and operated by the 
same State Agency or University.  It is unacceptable for public endowments, especially those 
as large as $1 billion, to be managed free from public meetings and public records laws. 

• The Legislature should consider codifying requirements for entering into a P3 agreement 
including what information is subject to open records requests, open meetings, reports to 
be filed with the Governor, Department of Management, the Legislature and available to the 
public.  While the Legislature has delegated the authority to issue debt to the BOR, it seems 
inappropriate for a government department or agency to take on the largest financial 
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obligation ever held by Iowa taxpayers at the Governor’s general suggestion and without a 
vote from the Legislature.  Such practices lead to a lack of accountability and transparency. 

• Because of the continued decrease in State Appropriations used to support general 
operations at the three State Universities, the BOR and Universities have used increases in 
tuition and fees to support general operations.  Had The Governor and Legislature provided 
appropriations to support the general operations of the BOR and the Universities, the Board 
of Regents and University may have been able to use a portion of any tuition and fee increase 
for strategic initiatives to retain and recruit students and faculty and to maintain and 
improve Iowa’s position as an educational state.  As a result, the BOR and its universities 
have had to look for other sources of revenue, including a long term P3 agreement, to help 
fund initiatives to retain and recruit students and faculty and to maintain and improve 
Iowa’s position as an educational state.   

University of Iowa and Board of Regents Response 

The University of Iowa and Board of Regents would like to thank the Auditor of State’s Office (“AOS”) 
for the significant time and effort it dedicated to conducting a review of the Public-Private 
Partnership for the operation of the University’s utility system (“P3”).  The review provides a 
thorough overview of a very technical and complex transaction.  We also appreciate AOS’ 
acknowledgment of the extensive efforts undertaken by the University to perform necessary due 
diligence, fully evaluate the opportunity, comply with applicable state law, and provide transparency 
to the public.  We will carefully consider the recommendations made by AOS in the report.  The P3 
is a great opportunity for the University, and we look forward to its continued success.  
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 Chief Deputy Auditor of State 
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