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VIl. Tentative Timetable

‘ Feb ‘ Mar ‘Apr ‘ May ‘ Jun ‘ Jul ‘Aug ‘ Sep ‘ Oct ‘ Nov ‘ Dec ‘ Jan

LEAN process improvements ° P ° °

Initial planning meetings °

Present audit plan to board of °
regents’ finance and audit
committee

Planning meetings with °
University of Washington finance
department

Interim fieldwork ° Py

Final fieldwork o () o [ J

Financial statements °® PY
Preparation and reporting

Presentation of financial
statement and management letter [ J
to board of regents’ finance and
audit committee

We will coordinate with the controller’s office a more detailed schedule of events, which outlines specific data
requirements, timelines, and individuals responsible for each will be prepared.
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Peterson Sullivan LLP
University of Washington Metropolitan Tract Audit
For the Year Ending June 30, 2012

The following is a summary of the services we will provide for the University of
Washington Metropolitan Tract for 2012. Our general audit plans and related timelines
are also included.

SUMMARY OF SERVICES TO BE PROVIDED
We will perform the following audit services:

e Metropolitan Tract: The audit of the Metropolitan Tract represents the majority of
the audit work we perform. Incorporates all of the properties within the Metro
Tract (including the Cobb Building).

e Rainier Tower Sublease: We audit the results of operations specifically associated
with the Rainier Tower sublease on a stand-alone basis.

e Fairmont Olympic Hotel: We audit the schedule of gross rental income and
percentage rent, including amounts due to the University. We also perform various
tests associated with lease compliance.

e Unico Properties: We audit the schedule of gross rental income and percentage
rent, including amounts due to the University. Again, we perform various tests
associated with lease compliance. This also includes certain lease compliance
agreed-upon procedures related to the Cobb Building.

SUMMARY OF AUDIT PLANS

Metropolitan Tract

We focus our audit procedures in the areas deemed to be the highest risk. At the
Metropolitan Tract, we have determined that cash, accounts receivable from Unico, and
the rental revenue stream (including lease compliance) represent the largest dollar
value and the highest volume of activity and, therefore, the highest audit risk.

We are very much aware of the relationship with Unico (and the significance of the
contract completion date of 2014). We are sensitive to the effect of this on our audit
and the financial statements. For instance, the non-competition agreement with Unico
is no longer in effect.
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In addition, the real estate market and the hotel market in the area are in recovery, so
we expect the operating results of Metropolitan Tract to show some positive change in
general. If the operating results are contrary to our expectations, we will further
investigate to focus on the causes. We prepare our audit programs to focus audit
efforts in these areas.

Rainier Tower Sublease

The Rainier Tower sublease financial results are included in the Metropolitan Tract
financial statements. We audit this activity and also audit the separate results of
operations for the Rainier Tower on a stand-alone basis. We expect to focus our audit
procedures on rental revenue recognition (including lease compliance) and capital
expenditures. The property management functions were transferred to Unico from
Kidder Mathews as of July 1, 2011, so this will be incorporated into our audit plan.

Fairmont Olympic Hotel

The financial results from the Fairmont Olympic Hotel are included in the Metropolitan
Tract financial statements. We also audit the financial results related to the revenue
and percentage rentals on a stand-alone basis. We focus our audit procedures on
Fairmont revenue as this is the driver as to amounts paid to the Metro Tract. We test
revenue recognition, completeness of reported revenue, and proper classification and
presentation of revenue. In addition, we perform certain agreed-upon procedures
related to the Fairmont activity. These procedures include, but are not limited to,
testing to ensure that the Fairmont classifies revenue properly in accordance with the
lease, and testing to see that capital expenditures meet certain requirements.

We are aware that the owners of the Fairmont are considering the possibility of selling
the property. This will be taken into account when we perform audit and agreed-upon
procedures.

Unico Properties, Inc.

The financial results from the Unico Properties are included in the Metropolitan Tract
financial statements. We audit this activity and also audit the financial results related to
the gross rental income and percentage rentals on a stand-alone basis. We focus our
audit procedures on revenue recognition and revenue classification between
commercial space and office space. We will also select applicable tenants and test the
calculation of percentage rents. In addition, we will perform certain agreed-upon
procedures related to lease compliance. These procedures include, but are not limited
to, lease compliance with the Cobb lease and the allocation of parking revenue.
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AUDIT TIMELINE

Our audit procedures are expected to take place as follows:

e Procedures related to the Unico activity begin mid June 2012.

e Procedures related to the Fairmont begin during the second week of August 2012.
e The Metropolitan Tract audit begins during the third week of August 2012.

e The Rainier Tower audit begins the last week of August 2012.

e Reports for Fairmont and Unico are prepared for the vyear ended
December 31, 2011, and will be issued in October 15, 2012 or sooner.

e Reports for the Metropolitan Tract and Rainier Tower are prepared for the year
ending June 30, 2012, and will be issued by October 15, 2012, or sooner.
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Peterson Sullivan LLP
University of Washington
Audits of Departments in Student Life
For the Year Ending June 30, 2012

The following is a summary of the services we will provide for the University of
Washington Departments within Student Life for 2012. Our general audit plans and
related timelines are also included.

SUMMARY OF SERVICES TO BE PROVIDED

We perform audits for the departments listed below in every other year and perform
internal control reviews in years when audits are not performed (except for Student
Facilities Fees - Seattle Campus, which is audited every year). The Student Life activities
are on a full-audit cycle in 2013, so for the fiscal year ending June 30, 2012, we will
perform the following internal control reviews (in addition to the audit of the Student
Facilities Fees).

Internal control reviews:

e Student Activities and Union Facilities ("SAUF")

e Associated Students of the University of Washington ("ASUW")

e Graduate and Professional Student Senate ("GPSS")

e Student Publications

Audit:

e Student Facilities Fees — Seattle Campus (audited every year - not just the two-year
cycle).

SUMMARY OF INTERNAL CONTROL REVIEW PLANS

We will examine the effectiveness of the internal control over reporting maintained by
the above departments based on the criteria established in Internal Control — Integrated
Framework issued by the committee of Sponsoring Organization of Treadway
Commission.
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SAUF, ASUW, and GPSS

We will issue one combined report for our reviews for SAUF, ASUW, and GPSS because
all of the departments operate within the same accounting system and being managed
by the same personnel. We focus on the significant processes, which are cash
receipts/revenue, cash disbursements/expenses, and payroll. For the internal control
reviews conducted for the year ended June 30, 2010, and the financial statement audits
for the year ended June 30, 2011, we did not note any material weaknesses.

Student Publications

We will issue a stand-alone report for our review for Student Publications because it
operates with its own accounting system. Again, we focus on the sufficient processes,
which are cash receipts/revenue, cash disbursements/expenses, and payroll. We did
not note any material weaknesses during our review for the year ended June 30, 2010.
We also did not note any material weaknesses during our financial statement audit for
the year ended June 30, 2011.
INTERNAL CONROL REVIEW TIMELINE
Our review procedures are expected to take place as follows:

e Reviews begin in the mid September 2012

e Internal control review reports will be issued by mid November 2012.

SUMMARY OF AUDIT PLAN

Student Facilities Fees — Seattle Campus

We have determined that student facilities fees receipts, debt service payments, and
cash disbursements made to various entities in the University of Washington represent
the largest dollar value and the highest volume of activity and, therefore, the highest
audit risk. The audit is done on the cash basis of accounting. We did not note any
material weaknesses during our financial statement audit for the year ended June 30,
2011.

AUDIT TIMELINE
Our audit procedures are expected to take place as follows:
e Audits begins in the mid September 2012

e Audit reports are prepared for the year ending June 30, 2012, and will be issued by
mid November 2012.
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