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SUBJECT 

 Maintenance and Repair Planning 

 

CONTROLLING STATUTE, RULE, OR POLICY 

SDCL 13-51-15 Long range financing plan required for improvements financed by private 

donations – Establishing endowments. 

SDCL 5-14-1 Classification of capital improvements 

BOR Policy 6:6 Maintenance and Repair 

 

BACKGROUND / DISCUSSION 

Academic Facilities 

This item and the discussion about maintenance and repair funding relates only to the 

academic buildings at the universities.  The Auxiliary System, which consists of residential 

facilities, wellness centers, and student unions fund their own maintenance and repair 

needs.  Agricultural Experiment facilities are provided a portion of the pesticide tax to fund 

maintenance and repair.  The SDSU stadium is one of the few buildings in the system that 

is required to self-fund its maintenance and repair so is excluded from this item.  The 

Animal Disease Research and Diagnostic Laboratory has its own fund source for 

maintenance and repair.  Almost all other buildings on campus are considered academic 

facilities, including athletic and research facilities.   

 

Maintenance and Repair Fund Sources 

Higher Education Facilities Funds (HEFF) – This fund represents 11.5% of all tuition 

collected less the first $1.5M of Medical School Tuition. The exemption of the Medical 

School tuition amounts to $175,000 less to HEFF, believed to have been put in place to 

recognize the community based nature of the medical school and to minimize the 

contribution students make to facilities given the cost of medical school.  The HEFF funds 

are used to debt service capital projects approved by the Regents and to fund maintenance 

and repair on academic facilities.  For FY19, the allocated amount for maintenance and 

repair is $15,932,747. 

 

Maintenance and Repair Fee – This is a per-credit hour charge on all on-campus courses.  

This charge of $3.31 per credit was once part of the university support fee, but is now 

http://www.sdlegislature.gov/Statutes/Codified_Laws/DisplayStatute.aspx?Type=Statute&Statute=13-51-15
http://www.sdlegislature.gov/Statutes/Codified_Laws/DisplayStatute.aspx?Type=Statute&Statute=5-14-1
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assessed as part of tuition.  The revenue is used to pay bonded indebtedness on some critical 

deferred maintenance projects bonded in 2007 and to fund annual maintenance and repair 

projects.  The revenues are retained by each campus to fund local projects.  Available funds 

are based on the estimated credit hour totals multiplied by the $3.31 per credit hour charge, 

estimated to be $1,961,688 in FY19 for the System. 

 

General Funds – The State has not historically provided general funds to support 

maintenance and repair of university facilities.  The first time general funds were 

appropriated was in FY09 when Governor Daugaard recommended the first year of a 4-

year phase-in of state support.  The Legislature funded the program but the funds were cut 

the following year.  The first year of the program was reinstated in FY14 and was funded 

each year through FY17.  In FY18, the amount needed to get to 2% was $918,738; instead 

of getting additional funds, the funding was actually cut by $907,302.  We are asking for 

an increase of $1,826,040 for FY19, essentially asking for the original FY18 request plus 

what was cut.  The current amount funded for FY18 is $7,799,945. 

 

Controlling Statute 

Current statute 13-51-15 requires facilities funded primarily with private donations have a 

plan for funding operating and maintenance costs.  

 
SDCL 13-51-15: Long range financing plan required for improvements financed by private 
donations--Establishing endowments. Where a capital improvement is to be primarily financed 
by private donations, the Board of Regents shall require the institution at which the 
construction will take place to develop a long-range financing plan to detail how the institution 
will fund projected operating, maintenance, and repair costs associated with the capital 
improvement. The board may require the establishment of endowments or the provision for 
the other nonstate fund revenue sources to cover projected operating, maintenance, or repair 
costs of privately donated academic buildings. The board shall require the establishment of 
endowments or the provision for other nonstate fund revenue sources to cover projected 
operating, maintenance, or repair costs of privately donated nonacademic buildings. 

Source: SL 1995, ch 108, § 4. 

 

Up to this point, the Board has been willing to accept a plan that identifies the Higher 

Education Facilities Fund (HEFF) as the source of funds for maintenance and repair for 

academic facilities.  More and more, this is not realistic as we are losing ground on our 2% 

maintenance requirement.  As new buildings are being added, the available funds are 

simply being shifted around the system.  Not only are privately funded facilities a concern, 

but any new construction that adds to the need for more maintenance and repair dollars is 

a growing concern.    

 

2% Goal 

The Board has made the funding for maintenance a priority by increasing its own 

commitment from HEFF and by establishing an annual maintenance and repair goal 

equivalent to 2% of the facility replacement values.  This goal has driven a number of 

budget requests asking the state to participate in the maintenance of university facilities.  

The 2% goal was deemed to be the minimum investment necessary to maintain buildings 
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that we often expect to last 50 to 60 years.  This is the same goal that the State is attempting 

to reach for other state owned facilities.  There have been a number of studies done that 

recommend this level of investment, but the most comprehensive and often referenced 

book titled Committing to the Cost of Ownership – Maintenance and Repair of Public 

Buildings1 makes it clear that 2% is really the minimum needed to sustain facilities to reach 

their expected public useful life.  Some excerpts from the book have been provided in 

Attachment I.  Following is the first finding and recommendation in the book:   

 

“Underfunding is a widespread and persistent problem that undermines 
maintenance and repair (M&R) of public buildings. To overcome this 
problem, M&R budgets should be structured to identify explicitly the 
expenditures associated with routine M&R requirements and activities to 
reduce the backlog of deferred deficiencies. An appropriate budget 
allocation for routine M&R for a substantial inventory of facilities will 
typically be in the range of 2 to 4 percent of the aggregate current 
replacement value of those facilities (excluding land and major associated 
infrastructure). In the absence of specific information upon which to base 
the M&R budget, this funding level should be used as an absolute 
minimum value. Where neglect of maintenance has caused a backlog of 
needed repairs to accumulate, spending must exceed this minimum level 
until the backlog has been eliminated.” 

 

Over the past decade there was a concerted effort to increase the funding for maintenance 

and repair.  In many of the years the HEFF contribution was increased greater than the 

tuition increase.  As the Board purposely slows the level of tuition increases to keep a 

public postsecondary education accessible and affordable, the fund can no longer keep up 

with the inflation on our facilities and the added square footage.  We must now consider 

how we will fund maintenance and repair on all new facilities.   

 

HEFF is just one source that we include when determining our 2% goal.  We also include 

the maintenance and repair fee and general funds.  As of FY18, here is our 2% need and 

available funding: 

  

                                            
1 Committee on Advanced Maintenance Concepts for Buildings, Building Research Board, Commission 
on Engineering and Technical Systems, National Research Council, Committing to the Cost of Ownership 
– Maintenance and Repair of Public Buildings, National Academy Press, Washington, DC, 1990. 
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FY18 2% Calculation and Available Funds 

 

Replacement Values* $1,383,744,066 

2% of Replacement Value $27,674,881 

 

FY18 HEFF M&R $16,262,074 

M&R Fee $1,961,688 

General Funds $7,799,945 

M&R Long or (Short) $1,651,174 
   *Replacement values used were from CY15 and reflect phasing in new buildings over 5 years. 

 

For FY19, the replacement values were all reviewed and updated by the Office of Risk 

Management and a number of new buildings were brought on-line.   

 

FY19 2% Calculation and Available Funds 

 

Replacement Values*                        $1,708,480,617 

2% of Replacement Value $34,169,612 

 

FY19 HEFF M&R $15,932,746 

M&R Fee Estimate $1,961,688 

General Funds (Includes Budget Request) $9,625,985 

M&R Long or (Short) ($6,649,193) 
 Replacement values used were from CY17 and reflect phasing in new buildings over 5 years. 

  

The history of maintenance and repair funding reflects the efforts of the Board to get to the 

2% goal.  The following table shows the total investment by year for the last 20 plus years.  

The addition of state funding has helped us close the gap. 

Maintenance and Repair Funding Sources FY97 to FY19 
  M&R FEE HEFF General Funds Total 

FY97 $681,639  $4,100,000    $4,781,639  

FY98 $678,584  $4,295,564   $4,974,148  

FY99 $702,229  $4,424,431   $5,126,660  

FY00 $720,744  $4,601,408   $5,322,152  

FY01 $731,951  $4,785,465   $5,517,416  

FY02 $742,600  $4,976,884    $5,719,484  

FY03 $742,600  $5,175,959   $5,918,559  

FY04 $831,739  $5,383,000   $6,214,739  

FY05 $833,355  $5,598,820   $6,432,175  

FY06 $866,420  $5,822,254   $6,688,674  

FY07 $874,757  $6,055,144    $6,929,901  

FY08 $1,643,694  $6,297,349   $7,941,043  

FY09 $1,644,872  $6,549,243  $1,632,999  $9,827,114  

FY10 $1,689,482  $6,811,213   $8,500,695  

FY11 $1,695,050  $7,083,662   $8,778,712  
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The following table shows the investment as a percentage of the total replacement value 

for the last 20 plus years. 

 

Historical Progress on 2% Goal 

Fiscal 

Year 

Replacement 

Value M&R Allocated 

% of Building 

Replacement Value 

FY97 $454,312,716 $4,781,639 1.1% 

FY98 $470,609,036 $4,974,148 1.1% 

FY99 $492,013,501 $5,126,660 1.0% 

FY00 $508,660,398 $5,322,152 1.0% 

FY01 $518,913,458 $5,517,416 1.1% 

FY02 $540,584,850 $5,719,484 1.1% 

FY03 $554,919,720 $5,918,559 1.1% 

FY04 $579,265,190 $6,214,739 1.1% 

FY05 $604,514,057 $6,432,175 1.1% 

FY06 $693,297,593 $6,688,674 1.0% 

FY07 $700,022,519 $6,929,901 1.0% 

FY08 $958,591,791 $7,941,043 0.8% 

FY09 $929,991,392 $9,827,114 1.1% 

FY10 $929,991,392 $8,500,695 0.9% 

FY11 $961,678,539 $8,778,712 0.9% 

FY12 $981,477,527 $13,372,636 1.4% 

FY13 $1,150,275,509 $15,917,778 1.4% 

FY14 $1,193,278,983 $18,590,650 1.6% 

FY15 $1,240,562,259 $20,068,760 1.6% 

FY16 $1,295,827,545 $22,808,604 1.8% 

FY17 $1,327,777,181 $26,132,196 2.0% 

FY18 $1,383,744,066 $26,023,707 1.9% 

FY19 $1,708,480,617 $27,520,420 1.6% 

        

  

FY12 $1,705,628  $11,667,008    $13,372,636  

FY13 $1,667,420  $14,250,358   $15,917,778  

FY14 $1,755,447  $15,105,379  $1,729,824  $18,590,650  

FY15 $1,586,110  $15,105,379  $3,377,271  $20,068,760  

FY16 $1,605,805  $15,770,016  $5,432,783  $22,808,604  

FY17 $1,654,933  $15,770,016  $8,707,247  $26,132,196  

FY18 $1,961,688  $16,262,074  $7,799,945  $26,023,707  

FY19* $1,961,688  $15,932,747  $9,625,985  $27,520,420  

*FY19 General Funds includes the FY19 budget request increase of $1,826,040 
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Replacement Values Impact 

The replacement values used for many years for the maintenance and repair allocation were 

the original cost values indexed by the building construction cost inflation index from R.S. 

Means.  This was changed in 2009 when the decision was made to insure all of the BOR 

properties.  At that time, BOR finance staff worked with OSE and Williams Insurance to 

calculate the replacement values that would be used for the insurance statement of values.  

The process used was to look at the space assignments in the buildings and then find the 

R.S. Means cost per square foot value for the location, size and type of building.  For 

example, a classroom building would be broken down into classrooms, labs, offices, 

circulation and common spaces, and then multiplied by the R.S. Means cost per square foot 

for that type of space, in that part of the state, for a similar size building.   This value was 

then deemed the replacement value for maintenance and repair purposes.  Campuses had 

the opportunity to increase their insurance values if they thought the replacement values 

were low for insurance purposes, and over several years SDSU adjusted their values.   

 

The replacement values were increased as new buildings were added using the construction 

cost and adjusted for any demolished buildings.  The overall values were adjusted by the 

building cost index. Starting in FY15, new buildings were phased-in over a five year period 

at 20% each year. 

 

In the summer of 2016, the Office of Risk Management (ORM) contacted BOR about 

updating the insurance values for the buildings with the intent to use the values for 

maintenance and repair as well as the insurance statement of values.  Apparently there was 

some frustration within the administration that the values used for maintenance and repair 

allocation did not match our insurance replacement values.  In November of 2016, the 

updated values were provided for BHSU, SDSU, and NSU.  The campuses were given an 

opportunity to review the values and raise any concerns. The other campuses were 

scheduled to be completed in 2017.  The values were not used for the FY18 M&R 

allocation because not all campuses had been updated and there were concerns about the 

overall increase to the values, specifically at SDSU.  The values used for the FY18 

maintenance and repair allocation were the 2015 values. 

 

A comparison of the 2015 statement of values compared to the 2018 values is provided 

below.  New buildings brought on-line from 2015 to 2018 are excluded to make the two 

years comparable. 

 

2015 Replacement Values   $1,265,665,968  

2018 Replacement Values   $1,513,516,436  

Change in Values    $247,850,468  

Percentage of Change in Values  19.58% 

 

The change in replacement values requires an additional $4,957,009 in maintenance and 

repair funding to reach the 2% replacement value goal.  This accounts for 75% of the new 

dollars needed for maintenance and repair from FY18 to FY19.   
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Facilities Square Footage Impact 

 There have been a lot of new buildings or additions that have resulted in the addition of 

square footage in the last 20 years.  Adding additional space will drive up the need for 

maintenance and repair dollars.  The type of space also makes a difference with lab, 

specialty space and research related space being very expensive to build and maintain. 

 

The following summary by campus provides the change in square footage from 1997 to 

current followed by the change in on-campus enrollments.  

 

Change in Square Footage by Campus 

1997 to Current 

       

    Net  Percent Current 

Campus 1997 Demolished Added Change Change Total 

BHSU 471,799 61,756 102,082 40,326 8.5% 512,125 

DSU 245,825 0 95,009 95,009 38.6% 340,834 

NSU 526,389 23,047 98,284 75,237 14.3% 601,626 

SDSM&T 478,991 38,781 151,171 112,390 23.5% 591,381 

SDSU 1,758,409 135,667 832,615 696,948 39.6% 2,455,357 

USD 1,389,847 102,724 528,346 425,622 30.6% 1,815,469 

BHSU-RC 0 0 57,352 57,352 100.0% 57,352 

UC-SF 0 0 106,589 106,589 100.0% 129,070 

  Total 4,871,260 361,975 1,971,448 1,609,473 33.0% 6,503,214 

 

Historical On-Campus Enrollments 

  
1997  

State-Support 

2017  

On-Campus* 

Increase/ 

(Decrease) 

% Increase/ 

(Decrease) 

BHSU 2,773 1832 -941 -33.90% 

DSU 1,326 1220 -106 -8.00% 

NSU 2,464 1347 -1,117 -45.30% 

SDSM&T 2,210 2280 70 3.20% 

SDSU 8,162 8850 688 8.40% 

USD 6,534 5578 -956 -14.60% 

 23,469 21,107 -2,362 -10.10% 

* On-campus includes distance hours from same campus 

 

New Buildings Planned 

A summary of all the new buildings that have been completed since 1997 and their fund 

sources is identified in Attachment II.    Additional buildings being added into the system 

will also grow the maintenance and repair requirements.  The following is the list of 

buildings either under construction or that are being requested in the 2018 legislative 

session. The buildings already approved but not yet constructed will require around $1.4M 

more each year when fully phased-in ($86,366,807 * 0.8 (less 20% for non-building costs) 

* 0.02 = $1,381,869).  Further exacerbating the problem, the pending buildings going to the 
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legislature for approval in 2018 would grow the maintenance and repair need by another 

$1.1M annually ($75,326,403 * 0.8 (less 20% for non-building costs) *.02 = $1,205,222).   

The total maintenance and repair shortfall if all of the proposed buildings are completed 

would put our annual shortfall at $9,236,284, assuming we get our budget request of 

$1,826,040 funded in FY19.   

 

NSU - Regional Science Center – 54,051 GSF and $25,175,000 – Approved 

SDSU - Performing Arts Center - 95,025 GSF and $48,391,807 – Approved 

SDSU - Stanley Marshal Center - 27,012 GSF and $12,800,000 – Approved 

DSU - Madison Cyber Labs - 39,375 GSF and $18,000,596 - Pending 

NSU Athletic Pavilion – 6,000 GSF and $1,875,000 – Pending 

SDSU – Precision Ag Building – 129,000 GSF and $45,772,057 – Pending 

SDSU Native American Center – 16,000 GSF and $4,500,000 – Pending 

SDSU Outdoor Sports Facility – 2,802 GSF and $600,000 - Pending 

USD National Music Museum Addition – 16,380 GSF and $5,118,750 – Pending 

Note:  Using 80% of estimated total cost to estimate construction cost.   

 

When all the above buildings are completed, the total change in square footage for each 

campus will look quite different.  The following table provides a view after the planned 

and requested buildings in the queue are completed. 

 

Change in Square Footage by Campus 

1997 to Current and Including Planned Construction 

       
    Net  Percent Planned 

Campus 1997 Demolished Added Change Change Total 

       
BHSU 471,799 61,756 102,082 40,326 8.5% 512,125 

DSU 245,825 11,723 134,384 122,661 49.9% 368,486 

NSU 526,389 23,047 158,335 135,288 25.7% 661,677 

SDSM&T 478,991 38,781 151,171 112,390 23.5% 591,381 

SDSU 1,758,409 168,108 1,102,454 934,346 53.1% 2,692,755 

USD 1,389,847 102,724 544,726 442,002 31.8% 1,831,849 

BHSU-RC 0 0 57,352 57,352 100.0% 57,352 

UC-SF 0 0 106,589 106,589 100.0% 129,070 

  Total 4,871,260 406,139 2,357,093 1,950,954 40.1% 6,844,695 

 

Maintenance and Repair Funding and Allocation  

The dollars collected by the institutions for HEFF are deposited into a central pool and 

used for maintenance and repair and to satisfy the annual debt service on the bonded 

facilities.  The capital projects approved by the Board are based on priorities established 

by the Board and not based on dollars contributed to the pool by each campus.  The first 

priority is funding maintenance and repair and secondly cash flowing additional bond 

indebtedness to fund capital projects.  The Board is not required to get to 2% before 

additional capital projects are funded.  Each year the funding going to maintenance and 
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repair is increased by at least the overall percentage growth in revenues – so if revenues go 

up 2%, the funding allocated to M&R also goes up by at least 2%.  In past years the amount 

of funding allocated to maintenance and repair funding has been well above the increase 

in revenues because of the backlog of deferred maintenance and the desire to get to 2%.     

 

M&R Fee dollars are retained by each university and used to fund their own projects.   

 

The maintenance and repair 2% need calculation is based on the total system replacement 

values for academic facilities.  New buildings are phased-in at 20% each year for the first 

five years.  Once the HEFF dollars available are determined, they are allocated using a 

formula that has been around for at least three decades – 50% of the money is allocated 

using the prorated square footage at each campus and 50% is allocated based on their pro 

rata share of the replacement values.  General fund dollars are allocated to the institutions 

using the same formula as that used for HEFF. 

 

Age of the buildings is not currently a factor in the allocation.  Because we are using 

replacement values, regardless of age, each building is given an “equal” weight in the 

formula.  The idea of using age has been debated many times, but many old buildings are 

completely or partially renovated and then it becomes difficult to determine how age should 

be adjusted.  Using square footage offsets some of the variances in replacement costs and 

recognizes that all space must be maintained. 

 

The current maintenance and repair allocation process is essentially a zero sum game.  If 

the dollars available do not grow, but the demand grows because a university builds a new 

building, the gains experienced by one campus are offset by losses at the others.  So if the 

square footage and replacement values grow by 2% at one campus and everyone else is 

static, 2% of the available funding will move to that campus and the others will lose their 

proportionate share.    

 

IMPACT AND RECOMMENDATIONS 

When looking at our current maintenance and repair funding dilemma, one may wonder 

how we got here.  We continue to add substantial value to our building values by inflating 

them each year, and there was a significant impact with the latest reassessment of building 

replacement values by the Office of Risk Management.  In fact, 75% of the funding shortfall 

estimated for FY19 is related to the change in replacement values.  We have added new 

space across the system and thereby added to the demand for maintenance and repair 

dollars.  We have not had a significant tuition increase in the last 4 years – 0% in FY15; 

4.4% in FY16; 0.0% in FY17; average of 1.0% increase for FY18.  Overall our credit hours 

are static or declining, coupled with a desire to manage student cost by slowing tuition 

increases, at a time when we are adding new buildings and the average building index 

inflation is over 3% each year. 

 

Relying on future growth in credit hours or tuition increases to generate enough HEFF to 

fund the growing demand for maintenance and repair is no longer feasible. The investment 

from the state is an important factor in getting to 2%.  The Board can continue to make this 
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a budget priority, but that is not likely to get us an additional $9.2M (FY19 shortfall 

including planned buildings). To increase HEFF by $9.2M would require an $11.50 per 

credit hour increase – and that is with no new buildings approved in 2018.  Under current 

statute where we only capture 11.5% per credit for HEFF, that would require a $100.00 per 

credit hour tuition increase!  The only viable option for doing this through HEFF is to raise 

tuition by $11.50 per credit hour and increase the 11.5% to approximately 15% so that the 

entire increase would go to HEFF.   This would require a statute change. 

 

Rather than increasing tuition and raising the HEFF proportion to 15%, we could request 

that each campus increase the proportion of tuition allocated to the maintenance and repair 

fee at each school.  HEFF would get 11.5% of any tuition increase, but the balance could 

be dedicated to campus maintenance and repair.  For example, if everyone raised tuition by 

$11.50 per credit with the intent that the increase is to be targeted towards maintenance and 

repair, $1.32 would go to the HEFF fund and $10.18 would stay at each campus.  This 

would allow us to increase the investment to 2% but the institutions would keep most of the 

money they raise.  There could be a plan to do this over a number of years and not all at 

once. 

 

Replacement Values 

We could request that the Office of Risk Management take another look at the replacement 

values given that the increase in values is driving a majority of the maintenance and repair 

shortfall.  Another review may not change the values given that ORM believes that the 

values are better today than what we were using previously.  ORM and the Bureau of 

Finance and Management want us to use the same values for insuring the property and 

determining the 2% investment.   

 

Investments Not Currently Considered Part of the 2% 

In determining the 2% investment we use the replacement values to determine the need and 

we use the M&R fee (an allocation from tuition), HEFF, and state funding to determine the 

annual investment.  What we have not traditionally included on the investment side are the 

private dollars and campus investments from other funds that are used to address 

maintenance and repair needs.  For example, USD will be investing local and private funds 

of $21M in the next couple of years to renovate and upgrade the Dakota Dome.  SDSU will 

be investing $5.0M in Harding Hall from local funds to upgrade that facility over the next 

two years.  These capital investments remove major items off the deferred maintenance 

backlog and could be considered part of our maintenance and repair investment.  Many 

smaller projects are also completed using local funds, indirect overhead or donated funds 

that are clearly maintenance and repair projects.  Smaller projects that cost less than $50,000 

are not approved by the Board and we would need to collect this information from the 

campuses moving forward.  The following projects totaling $3,279,354 were approved by 

either Dr. Rush or the Board in FY2017 and could be included in our annual M&R 

investment: 
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 SDSU – Local Foods Education Center – Ornamental Fence - $60,000 donated and 

$35,000 student fees. 

 SDSU – McFadden Biostress Lab – Vacuum Pump Replacement - $5,000 facilities 

and services operating funds and $65,000 of recovered F&M funds 

 SDSM&T – O’Harra Stadium Track and Field Upgrades - $1,897,604 Rapid City 

Vision Funds and $300,000 from Rapid City Schools 

 SDSU – Crothers Engineering Hall remodel office suite for the Dean of the College 

of Engineering - $400,000 donation 

 SDSU – Wagner Hall Nursing Research Grants Office suite renovation - $285,000 

from indirect funds 

 SDSU – Animal Resource Wing epoxy floor replacement - $248,000 paid with 

recovered facilities and administrative fees 

 SDSU – Dana J Dykhouse outdoor seating $200,000 from stadium revenues 

 SDSU – Sanford Jackrabbit Athletic Center creating a golf area on the northeast 

mezzanine - $118,750 of donated funds 
 

Because we do not always know in advance what these investments will be, we could 

capture the previous year expenditures from private and other funds spent on renovating 

and upgrading academic facilities and include them in our 2% investment calculation.  The 

downside of this approach is that the investments fluctuate widely.  If we capture all of the 

investments we will be over our 2% investment in some years and short in others.  We could 

however look at our maintenance and repair investment over time rather than annually. 

 

New Building Requests 

The building requests moving forward for legislative approval in this coming session will 

grow the need for maintenance and repair funding by another $1.1M.  Requiring the 

universities to have a viable maintenance and repair plan for these new facilities will satisfy 

SDCL 13-51-15. 

 

ATTACHMENTS 

 Attachment I – Excerpts from Committing to the Cost of Ownership – Maintenance and 

Repair of Public Buildings 

 Attachment II – 30 year history of building investments    



 
Committing to the Cost of Ownership  
Maintenance and Repair of Public Buildings  
Committee on Advanced Maintenance Concepts for Buildings  
Building Research Board  
Commission on Engineering and Technical Systems  
National Research Council  
NATIONAL ACADEMY PRESS  
Washington, D.C. 1990 
Full book available for download: http://www.nap.edu/download.php?record_id=9807 
 
Excerpts from the book: 
 
“Underfunding is a widespread and persistent problem that undermines maintenance and repair (M&R) 
of public buildings. To overcome this problem, M&R budgets should be structured to identify explicitly 
the expenditures associated with routine M&R requirements and activities to reduce the backlog of 
deferred deficiencies. An appropriate budget allocation for routine M&R for a substantial inventory of 
facilities will typically be in the range of 2 to 4 percent of the aggregate current replacement value of 
those facilities (excluding land and major associated infrastructure). In the absence of specific 
information upon which to base the M&R budget, this funding level should be used as an absolute 
minimum value. Where neglect of maintenance has caused a backlog of needed repairs to accumulate, 
spending must exceed this minimum level until the backlog has been eliminated.” 
 
 
“While the M&R component of the cost of ownership will vary from building to building, it is possible to 
develop a consistent relationship between this component and characteristics of an inventory of 
buildings. A variety of such relationships are in use to estimate average levels of the cost of M&R. 
Typical maintenance expenditure per square foot is frequently used as a yardstick for determining what 
an appropriate level of M&R budgeting should be, but such a measure is insufficiently sensitive to either 
external financial conditions or building characteristics. The relationship is better stated in terms of an 
annual percentage of the inventory's current replacement value. 
 
Based on experience and judgment, the committee proposes that the appropriate level of M&R 
spending should be, on average, in the range of 2 to 4 percent of current replacement value of the 
inventory+.12 The specific percentage for any inventory will depend on such factors as the age of the 
buildings in the inventory, the type of construction (permanent vs. temporary), the level of use of the 
buildings, the structure of the maintenance organization, and the climate. However, the relationship 
between M&R requirements and the current replacement value of single buildings may vary widely and 
for any one building may be outside the proposed range. 
 
This 2 to 4 percent range is most valid as a budget guide for a large inventory of buildings and over time 
periods of several years. A small town or school district may find that a severe winter, or an older 
building nearing the time that a substantial renovation is warranted, temporarily raises annual M&R 
costs above this normal range. Such a jurisdiction may also find that past decisions to reduce 
construction expenditures now have, as a consequence, higher M&R costs. However, even with small 
inventories the 2 to 4 percent rule of thumb may be applied over a longer period of time, such as 5 to 10 
years. 
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A reliable estimate of the current replacement value of a building or an inventory is a necessary element 
of this budgeting rule. Current replacement value can be determined in several ways. The simplest 
approach estimates what it would cost in any given year to construct or purchase each building in the 
inventory. Another approach applies escalation factors to the original acquisition cost of the buildings in 
the inventory. Some agencies have developed computer programs to perform such calculations and to 
provide a replacement value for the total inventory each year. There may be substantial uncertainties in 
these estimates, particularly among the older stock of public buildings (some more than 100 years old). 
Each agency must evaluate its own inventory and develop the best approach for determining its 
replacement value. 
 
If an inventory of buildings receives an adequate level of M&R funding, a steady-state situation should 
exist wherein the inventory would remain in a service condition that would neither decline nor improve 
and a backlog of deferred deficiencies would not develop.13 
 
However, if a backlog exists, it is unlikely to be reduced by expenditures limited to the 2 to 4 percent 
level. Further deterioration will occur if the backlog is not reduced, and the ultimate cost of correcting 
the deficiencies will increase. The committee proposes that a second element of the total M&R budget 
must be recognized—funds required to reduce the backlog. The total budget then includes the routine 
M&R components, which are a continuing part of the cost of ownership, and the backlog reduction 
component, which is determined by the physical condition of the inventory. 
 
Assessing the size of the backlog that develops when M&R are neglected requires a condition 
assessment. A condition assessment is an evaluation of the degree of accumulated damage inferred 
from diagnostic observations and tests.14 
 
Condition assessment, at its simplest, is a monitoring activity applied regularly as a part of a good M&R 
program. Systems and materials are inspected on a planned schedule to determine if they are sound 
and functional. Standards must be available as a basis for determining when systems or materials are 
deviating from their anticipated condition to spot potential problems before they become critical. 
Condition assessment is also used to develop information on facilities that have not received regular 
maintenance or inspections so as to develop comprehensive data bases on conditions and thereby 
establish the scope of maintenance backlogs. 
 
If a substantial backlog has developed, several years of effort may be required to eliminate it. An 
appropriate M&R budget should be established to reduce the backlog as quickly as possible, which 
requires that repair spending must be adequate to outpace the backlog growth that occurs as a 
cumulative result of past neglect. No generally valid rules of thumb can be recommended for this 
determination. If the backlog has been eliminated, maintenance spending may be reduced to levels truly 
required to maintain adequate facility performance. Escrow or set-aside accounts may be established to 
preserve funds budgeted but not actually expended in a given year due to favorable use conditions (e.g., 
warmer or drier than average weather or lower than typical utilization).” 
 
12) This rule is based on the committee's combined judgment. 
13) This expectation depends on effective use of M&R funds, which requires adequate management and 
staff capability. Refer to Chapter 5.  
14) The general field of building diagnostics is still relatively young and evolving (BRB, 1985). Most 
diagnostic assessments are undertaken because of specific observable failures or performance 
problems, not for the broad assessment of backlog envisioned by the committee. This broader 
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assessment is in some ways analogous to medical diagnostics that may alert a physician to a patient's 
potential problems or help assess the extent of those problems. 
15) Condition assessment should be used to assure that performance is, in fact, being maintained at 
target levels. 
 
REFERENCE 
Building Research Board (BRB), Committee on Building Diagnostics, Building Diagnostics: A Conceptual 
Framework , Washington, D.C., 
National Academy Press, 1985. 
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Year General Student Local HEFF HEFF Donations &

Projects Complete Funds Revenues Funds Bonded M&R Grants City Total

Young Center - National Guard Addition 2002 $150,000 $696,118 $846,118

Meier Hall 2004 $329,985 $8,215,983 $8,545,968

Young Center - Addition for Title IX 2006 $354,679 $253,982 $581,061 $1,189,722

Life Sciences Laboratories 2010 $4,039,200 $4,039,200  $8,078,400

Woodburn Hall HVAC & Student Services Renovation 2012 $5,400,000 $5,400,000

Central Utility Plant Upgrade 2013 $2,283,275 $1,100,000 $3,383,275

Jonas Science Renovation/Sanford Science Education Center 2015 $250,000 $1,250,000 $2,650,000 $4,150,000

Total $4,039,200 $4,393,879 $983,967 $17,730,319 $0 $4,446,118 $0 $31,593,483

 

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds.

           Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students.

Black Hills State University
Academic Buildings - Capital Improvements History

Capital Improvement History lists reflect capital improvements substanitally completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, expansion or 

extension of an existing facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project. The list should not include major 

maintenance and repair projects paid solely with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the list is to track new facilities, major facility changes 

and improvements.  

1997 - 2017
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Year General Student Local HEFF HEFF Donations &
Projects Complete Funds Fees Funds Bonded M&R Grants City Total
Black Hills State University - Rapid City 2011 $13,425,000 $13,425,000

Total $0 $0 $0 $0 $13,425,000 $0 $13,425,000

 

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds.
           Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students.

Capital Improvement History lists reflect capital improvements substanitally completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, expansion or 

extension of an existing facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project. The list should not include 

major maintenance and repair projects paid solely with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the list is to track new facilities, major facility 

changes and improvements.  

Black Hills State University - Rapid City
Academic Buildings - Capital Improvements History

1997 - 2017
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Year General Student Local HEFF HEFF Donations & 
Projects Complete Funds Revenues Funds Bonded M&R Grants City Total
Community Center 2000 $1,515,000 $1,515,000 $3,970,000 $7,000,000
Tunheim Classroom Building 2003 $2,500,000 $2,500,000
Science Center Renovation 2010 $3,019,335 $3,019,335 $6,038,670
Beacom Institute of Technology 2017 $6,000,000 $5,400,000 $11,400,000

Total $3,019,335 $4,534,335 $0 $10,015,000 $0 $9,370,000 $0 $26,938,670

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds.
           Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students.

Dakota State University
Academic Buildings - Capital Improvements History

Capital Improvement History lists reflect capital improvements substantially completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, 

expansion or extension of an existing facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project.  

The list should not include major maintenance and repair projects paid solely with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the 

list is to track new facilities, major facility changes and improvements.

1997 - 2017
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Year General Student Local HEFF HEFF Donations & 

Projects Complete Funds Revenues Funds Bonded M&R Grants City Total

Beulah Williams Library 1998 $4,500,000 $4,500,000

Gerber Building 2001 $5,515 $1,558,892 $1,564,407

MJ Tech Center 2007 $7,000,000 $7,000,000

Science Lab Renovation 2011 $1,350,950 $1,350,950 $2,701,900

Lincoln/Graham Renovation 2011 $3,000,000 $3,000,000

Barnett Center Addition 2012 $3,200,000 $3,200,000

Greenhouse 2015 $687,898 $687,898

Johnson Fine Arts Center 2016 $29,502 $5,000,000 $292,050 $8,725,102 $14,046,654

Total $1,350,950 $1,350,950 $35,017 $21,746,790 $11,925,102 $36,700,859

 

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds

           Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students

Northern State University
Academic Buildings - Capital Improvements History

Capital Improvement History lists reflect capital improvements substantially completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, expansion or 

extension of an existing facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project.  The list should not 

include major maintenance and repair projects paid solely with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the list is to track new facilities, 

major facility changes and improvements.

1997 - 2017
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Year General Student Local HEFF HEFF Donations & 

Projects Complete Funds Revenues Funds Bonded M&R Grants City Total

Chemical & Biological Engineering/ Chemistry Bldg 2011 $17,957,700 $81,805 $18,039,505

Civil/Mechanical Engr. Bldg. (Renovation) 2001 $177,034 $2,540,000 $93,578 $3,128,842 $5,939,454

Computational Mechanics Addtn to Civil/Mech Bldg 2005 $1,764,075 $1,764,075

Hall of Fame Addtn.to King Center & Wellness Upgrade 2004 $459,210 $543,347 $1,002,557

Library Renovation 2005 $834,074 $834,074

Paleontology Center 2010 $427,990 $7,063,428 $186,950 $7,678,368

Chemistry/Chemical Engineering Renovation 2017 $6,031,035 $188,479 $6,219,514

Total $0 $0 $605,024 $34,426,237 $741,268 $5,705,018 $0 $41,477,547

 

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds.

           Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students.

Academic Buildings - Capital Improvements History

Capital Improvement History lists reflect capital improvements substantially completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, expansion or 

extension of an existing facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project.  The list should not include 

major maintenance and repair projects paid solely with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the list is to track new facilities, major 

facility changes and improvements.

1997 - 2017

South Dakota School of Mines and Technology
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Year General Student Local HEFF HEFF Donations &

Projects Complete Funds Revenues Funds Bonded M&R Grants City Total

Yeager Hall Addition 2000 $64,139 $162,500 $1,928,606 $2,155,245

Crothers Renovation & Addition 2002 $33,671 $3,726,762 $3,040,980 $6,801,413

Performing Arts Center Construction 2002 $700,000 $3,893,817 $6,000,000 $10,593,817

SD Art Museum Renov & Addition 2002 $245,850 $1,552,618 $1,798,468

Animal Resource Wing Addition 2004 $40,868 $5,238,000 $5,278,868

Solberg Hall Renovation & Addition 2004 $3,900,000 $3,900,000

Equestrian Center 2008 $1,650,000 $2,241,971 $3,891,971

Daktronics Hall (Elect Engin, Comp Sci Building) 2009 $6,500,000 $6,500,000

Dykhouse Student Athlete Development Center 2010 $6,000,000 $6,000,000

Seed Technology Building 2010 $6,500,000 $6,500,000

Avera Health & Science Building/Shepard Hall Renov* 2011 $24,000,000 $15,961,525 $39,961,525

Berg Ag Hall Science Lab Renovation 2011 $4,068,046 $4,068,046 $8,136,092

Dairy Micro Plant Renovation/Addition (Davis Dairy Plant)* 2011 $1,000,000 $5,835,776 $6,835,776

Davis Dairy Science Lab Renovation (Dairy Microbiology) 2011 $3,927,843 $3,927,843 $7,855,686

McCrory Gardens Education Center 2011 $3,901,702 $3,901,702

Daktronics Hall Addn (Elect Eng, Comp Sci Phase 2/Addn) 2012 $450,000 $4,488,372 $4,938,372

North Headhouse 2014 $470,106 $1,000,000 $1,470,106

Architecture, Mathematics, and Engineering 2015 $10,000,000 $5,755,142 $15,755,142

Enrollment Services Center (Medary Commons) 2015 $750,000 $2,249,910 $2,999,910

Sanford-Jackrabbit Ath. Comp 2015 $29,966,903 $29,966,903

University Police Department 2015 $2,250,000 $2,250,000

Dana J. Dykhouse Stadium - Phase I and II 2017 $36,000,000 $26,750,000 $62,750,000

Cow/Calf Research & Education Unit 2017 $1,732,500 $2,900,000 $4,632,500

North Headhouse Greenhouse 2017 $758,905 $1,814,400 $2,573,305

Plant Science Research Support Facility 2017 $2,400,000 $2,100,000 $4,500,000

Swine Education and Research Facility 2017 $2,037,000 $1,000,000 $3,863,000 $6,900,000

Total $10,032,889 $10,395,889 $44,900,189 $43,626,762 $2,658,260 $141,232,812 $6,000,000 $258,846,800

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds.

Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students.

South Dakota State University
Academic Buildings - Capital Improvements History

Capital Improvement History lists reflect capital improvements substantially completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, expansion or extension of an existing 

facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project.  The list should not include major maintenance and repair projects paid solely 

with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the list is to track new facilities, major facility changes and improvements.

1997-2017
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Year General Student Local HEFF HEFF Donations & 
Projects Complete Funds Revenues Funds Bonded M&R Grants City Total

Lee Medical Building 2008 $1,800,000 $689,747 $10,349 $12,566,415 $22,275,152 $37,341,664
Dakota Dome Roof 2002 $4,000,000 $2,900,000 $4,432,923 $2,267,077 $13,600,000
Old Main 1997 $2,537,000 $2,463,000 $5,000,000
Al Neuharth Center 2003 $4,300,000 $4,300,000
Dean Belbas Center 2004 $2,200,000 $2,200,000
Beacom School of Business 2010 $37,077 $5,400,000 $13,485,037 $18,922,114
Slagle Auditorium 2011 $140,575 $4,609,714 $3,497,290 $8,247,579
Science Labs
   Pardee Lab 2010 $1,896,052 $1,896,052 $3,792,104
   Akeley Science Center 2010 $2,628,375 $2,628,376 $5,256,751
   Churchill-Haines Science Center 2011 $3,375,572 $3,375,573 $6,751,145
Patterson Hall Renovations 2015 $259,341 $5,500,000 $70,652 $5,829,993
Track/Soccer Complex 2016 $3,468,641 $4,688,507 $229,279 $8,386,427
Science Health and Research Lab Building 2017 $3,701,301 $9,695,000 $1,500,000 $14,896,301
Arena 2017 $4,174,416 $43,732,600 $47,907,016

Total  $13,699,999 $11,489,748 $18,761,623 $37,771,129 $1,570,652 $98,908,664 $229,279 $182,431,094

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds.
Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students.

The University of South Dakota
Academic Buildings - Capital Improvements History

1997 - 2017

Capital Improvement History lists reflect capital improvements substantially completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, expansion or 

extension of an existing facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project.  The list should not include 

major maintenance and repair projects paid solely with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the list is to track new facilities, major 

facility changes and improvements.
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Year General Student Local HEFF HEFF

Projects Complete Funds Revenues Funds Bonded M&R Other City Total

GEAR Building 2013 $2,000,000 $5,432,139 $7,432,139

Science Classroom Building 2013 $8,970,000 $1,227,869 $10,197,869

Classroom Building 2012 $7,700,000 $7,947,347 $15,647,347

Total  $0 $0 $0 $18,670,000 $0 $14,607,355 $0 $33,277,355

Note:   When improvements are bonded, list the proceeds in the column of the source that will satisfy the bonds.
Student revenues include GAF, USF, food service, residence hall fees, and other sources generated from students.

University Center - Sioux Falls
Academic Buildings - Capital Improvements History

1997 - 2017

Capital Improvement History lists reflect capital improvements substantially completed by June 30, 2017 that were either: 1) the erection of a new facility; or 2) the addition, 

expansion or extension of an existing facility; or 3) a major renovation or alteration of the facility to bring it into contemporary standards; or 4) a capital infrastructure project.  The 

list should not include major maintenance and repair projects paid solely with M&R funds.  If the project involved bonded funds, it should be included.  The purpose of the list is 

to track new facilities, major facility changes and improvements.
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