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RECOMMENDED ACTION OF THE EXECUTIVE DIRECTOR 
 

In order to determine the feasibility of expanding on-campus housing options for South 
Dakota State University upper division and graduate students by means of a ground lease of state 
land to private investors who propose to finance, construct, maintain, and operate such a facility: 

 
• Authorize the Board President to appoint an ad hoc committee to issue on behalf of 

the Board a Request for Proposals (RFP) for such a project, to evaluate proposals 
submitted, and to make recommendations to the Board; and 

 
• Direct that the RFP provide that acceptance of any proposal will be contingent upon 

confirmation by one or more rating agencies selected by the Board that the financial 
commitments for the construction, operation, and maintenance of the facility, from 
inception through termination of the ground lease and associated development and 
operating agreements, will not reduce the debt capacity of the university or the Board 
and will have no adverse effect on the financial rating of the university or of the 
Board’s consolidated, multi-institutional revenue system.    

SOUTH DAKOTA BOARD OF REGENTS 
 

Full Board 
 

AGENDA ITEM: 20 
 

DATE: June 28-29, 2012 
   

****************************************************************************** 
 
SUBJECT: SDSU – Request for Proposals for Private, Upscale, Contemporary-Style 

Apartment 
 
 South Dakota State University requests that the Board allow the issuance of a request for 
proposals to expand student housing by means of a ground lease to a private investor who would 
assume full responsibility to finance, construct, operate, and maintain a residence facility.  The 
object of the arrangement would be to provide for student housing without creating any 
obligation that would affect the debt capacity of the university or the Board and without any 
adverse effect on the financial rating of the university or of the Board’s consolidated, multi-
institutional revenue system.       
 
 In 2009, South Dakota State University began to explore options for expanding its 
apartment style housing stock for upper division (juniors and seniors) and graduate students.  
Locating such facilities proximately to campus has been shown to benefit residents, increasing 
their degree completion rates and reducing the time needed to graduate.  The university proposed 
to adopt a financing mechanism that has been embraced by a number of universities across the 
nation.  The university proposed that the Board enter into a ground lease with a private developer 
who would construct and operate an apartment facility.  The university was to be involved in 
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specifying design criteria, and the university would insist upon operating rules that assured 
availability to university upper division and graduate students. 
 
 Initial feasibility studies examined how a project could be configured in a fashion that 
would be economically self-sustaining.  These analyses considered but did not resolve the 
interplay between the financing and operation of a privately run facility and the ongoing 
operation of university-operated housing and revenue producing facilities.  It is well-established 
that ratings agencies may consider financing to support nominally private student resident 
projects when reviewing the financial condition of a related university, and it is critical for the 
Board to understand whether and under what circumstances the financing of a privately run 
facility might affect the financial rating of the Board’s institutions. 
 
 States vary considerably in how they finance university facilities.  South Dakota has two 
distinctive, system-wide mechanisms for cross-pledging revenues to back the bonds issued to 
construct new facilities on the campuses and centers that comprise the system building inventory, 
the Higher Education Facilities Fund, which backs Building Authority Bonds, and the combined 
system of housing and auxiliary facilities, which backs the Board Revenue bonds that are used to 
construct student residences, to improve student unions, and to expand parking and other 
revenue-producing facilities.  On occasion, the general funds may be provided for a specific 
facility or additional student fees charged to support a particular project, but the pooled revenues 
that flow through the HEFF fund and the combined revenue system are the major vehicles that 
back bonded indebtedness for South Dakota universities and centers.  
 
 The revenue pooling achieved through the HEFF fund and the combined revenue system 
benefits each institution within the system.  In general, the more robust the revenue streams that 
back a bond, the higher the financial rating and the lower the cost of borrowing.  Since even the 
largest institutions in the system have modest enrollments when compared to larger institutions 
in other states, the pooling of revenues enhances their access to credit on favorable terms.  For 
the smaller institutions, the HEFF fund and the combined revenue system have been essential to 
assuring access to financial markets.  Before the creation of the combined revenue system, in 
particular, institutions with smaller enrollments incurred substantially higher borrowing costs 
and costs of issuance than institutions with larger enrollments and more robust revenues and 
facility usage rates. 
 
 Throughout the economic crisis that began in 2008, rating agencies have been attentive to 
total outstanding obligations incurred by bond issuers.  The greater the debt level, the more acute 
the concerns with the political, economic, and demographic factors that affect the issuer’s ability 
to pay.  Hence, the threshold question for the Board must be to determine whether the proposed 
private financing, construction, and operation of the South Dakota State University project can 
be structured in a way that will prevent private indebtedness from becoming attributed to the 
university and consequently a factor in financial rating of the combined revenue system. 
 
 The use of privately operated facilities to supplement housing stocks may provide the 
Board with an additional mechanism to manage system financial obligations.  If privately 
financed and operated projects can be used by the universities to increase student housing 
without affecting Board system bonded debt burden, the benefits would be felt both at 
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institutions situated in housing markets that could support such developments and at institutions 
where privately operated facilities would not be economically viable. 
 
 The issues and opportunities inherent in the SDSU proposal have consequences for the 
Board’s ability to manage the finances for all universities.  Because the proposal envisions a set 
of relationships that differs from those assumed in existing policy, it is appropriate for the Board 
to establish a special process to evaluate the viability and the value of the proposed strategy.   
 
 To that end, it is recommended that a special committee be established and charged by 
the Board President to issue a Request for Proposals on behalf of the Board, to evaluate 
proposals submitted, and to make recommendations to the Board.  In order to secure an 
additional measure of assurance that the proposed transactions will not adversely affect SDSU or 
Board financial ratings, it would be proper to condition the acceptance of any proposal upon 
confirmation by one or more rating agencies selected by the Board that the financial 
commitments for the construction, operation, and maintenance of the facility, from inception 
through termination of the ground lease and associated development and operating agreements, 
will not reduce the debt capacity of the university or the Board and will have no adverse effect 
on the financial rating of the university or of the Board’s consolidated, multi-institutional 
revenue system.    
 
 To assist the necessary review, SDSU submitted a draft statement which can be found in 
Attachment I.   
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AUTHORITY TO ISSUE A REQUEST-FOR-PROPOSALS 
FOR A PRIVATE, UPSCALE, CONTEMPORARY-STYLE APARTMENT 

and the Appointment of a Committee to Conduct the RFP Process 
 

South Dakota State University 
 

1. General Programmatic Needs to be Addressed: 
The Updated Residential Life and Dining Services Master Plan (2011-2018), presented to the 
Board of Regents (Board) in March 2011, identifies the need to develop an upper-division 
(juniors, seniors, transfers) and graduate student neighborhood on the northwest (NW) corner 
of campus.  This distinct neighborhood and associated housing options is aligned with 
achieving the goals of the 2011-2018 Master Plan and is an essential element of the 
University’s nationally recognized Student Success Program, launched in 2010.  The 
extensive literature on undergraduate student success provides very clear and compelling 
evidence that on-campus living for students of all class level supports academic success, and 
directly aligns with increases in retention and graduation rates.  A review of the literature on 
student success suggests providing on-campus housing options for upper-division students 
will support achieving a graduation rate equal to or greater than the rate of peer universities 
(i.e. 60% or greater.) 
 
Furthermore, on-campus options are absolutely essential to be competitive for the very best 
graduate students so critical in advancing grant and contract funded research, the base for 
research-derived science- and technology-based economic development. 
 
To develop the upper-division NW neighborhood, the 2011 Master Plan identifies the need to 
employ a request-for-proposals (RFP) process to market-test opportunities to engage in a 
public/private partnership with a private developer to finance, construct and manage/operate 
a private, upscale, contemporary-style apartment configured and sized to meet market 
demand.  Potential private partners will be asked via the RFP process to show their capacity 
to provide capital for the project and to demonstrate their proven expertise in developing, 
building, and operating/managing upscale rental housing for upper-division and graduate 
student markets. 
 
Utilizing public/private partnerships to develop, construct, operate and manage as well as 
finance student housing is practiced by public and private colleges and universities 
throughout the U.S., and in Australia and the United Kingdom.  Beginning in 2009, 
University leadership has conducted extensive research on public/private partnerships for 
upper-division and graduate student housing.  The University engaged consultants in 2009 to 
conduct a feasibility study, invited national and regional development companies to campus 
to conduct workshops in summer 2011, and engaged with national, regional, and local 
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development firms through individual interviews and on-site project visits from 2009 through 
2011.  Brookings civic and business leadership, the Office of the State Engineer and SD 
Board of Regents’ staff were invited to participate in the developer workshops held in 
summer 2011.  The extensive research and case studies identified a broad range of financial, 
ownership and operating/management public/private partnership models.  The models 
include privately financed and owned and university managed housing on a ground lease; 
privately financed, owned and managed housing on a ground lease; 501C3 financed and 
owned and privately managed housing on 501C3 owned land; and university financed and 
owned and privately managed housing on university land.  A goal of many public/private 
partnership models is to protect the debt capacity and balance sheet of the partner university.  
In the 2011-2012 academic year, site visits were conducted at Bowling Green University in 
Ohio, Clarion University in Pennsylvania, and Indiana University-Purdue University Fort 
Wayne (IPFW) in Indiana to further investigate the experiences of these universities with 
private partnerships in on-campus or near campus housing.  In addition, Joan J. Millane of 
Millane Partners, a consultant experienced in working with universities on public/private 
partnerships across the U.S. has been engaged and is prepared to support further explorations 
of a private partnership. 
 
A conclusion of the research, sites visits and case-studies is that while there are identifiable 
common elements associated with a public/private partnership, the exact model and 
associated details of a partnership are a blend of the long-term goals of the university, and the 
local market and policy environment. 
 
The results of over two years of extensive study and research clearly indicate that universities 
should focus on selecting a long-term private partner who best aligns with their goals, rather 
than focusing only on a potential private partner’s design and construction capabilities.  The 
RFP process would be conducted under the authority of an evaluation committee appointed 
by the Board President and would provide potential private partners the opportunity to: 
 

• express and prove-up their interest; 
• show their understanding of and alignment with University goals; 
• demonstrate their ability to analyze local rental housing supply-demand conditions, 

and; 
• assess the potential market and make the case for a private, profitable, mutually 

beneficial on-campus, upscale upper-division and graduate student housing option. 
 

2. Analysis of the Student Body or Constituents to be Served: 
The research, which has been ongoing since 2009, provides compelling evidence that a 
private, on-campus, upscale, contemporary-style apartment has the potential to significantly 
improve the University’s ability to retain upper-division students by providing an on-campus 
“freshman-to-diploma” option and to attract the best graduate students.  This style of rental 
housing in the NW neighborhood will fill a gap in the Brookings rental housing market 
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identified by the 2009 feasibility study and verified in the 2011 update.  In addition to 
serving upper-division undergraduate students, the private, upscale, contemporary-style 
apartment will provide graduate students with another housing option. 
 
In fall 2011, there were 7,160 South Dakota State University students enrolled at the 
Brookings campus not required to live on-campus under the two-year on-campus residency 
policy.  The forecast for fall 2013 is for this market to be 7,708. 
 
According to a market analysis completed by consultants Brailsford and Dunlavey in the 
2009 feasibility study and updated in 2011, there are a number of upper-division and 
graduate students interested in a private, on-campus, upscale rental housing option.  
Currently, the upper-division student on-campus demand is served by Meadows North and 
South (formally Berg/Bailey) apartments built by the University in 1994 with a capacity of 
320.  These apartments have experienced 98% occupancy for almost two decades.  Waneta 
Hall and Wecota Annex will be re-programmed in fall 2013 as single-occupancy rooms 
which will accommodate 132 and 52 upper-division students (and some graduate students), 
respectively.  Total supply equals 320 + 132 + 54 = 506 in Meadows North and South, 
Waneta, and Wecota Annex.  This supply, however, does not meet the demand, suggested in 
market analyses, by a modest, but viable, number of upper-division and graduate students 
interested in a private, on-campus, upscale, contemporary-style apartment. The 2009 
Brailsford and Dunlavey feasibility study estimated this demand at between 300 and 400 
upper-division and graduate students from the total market forecast to be 7,708, fall 2013. 

 
3. Additional Services to be Provided: 

Specific design details such as unit scope, configurations, and amenities as well as market-
derived rental rates will be determined through the competitive RFP process. 

 
4. Compliance with Campus Master Plan: 

A successful project would support the University’s 2008-2013 Strategic Plan, “Achieving 
National Distinction While Strengthening Local Relevance”, and would be in compliance 
with the University’s 2025 Design and Master Plan and the Updated Residential Life and 
Dining Services Master Plan (2011-2018). 

 
5. Analysis of Needs Assessment Based on Facilities Utilization Report: 

In 2009 consultant Brailsford and Dunlavey undertook a comprehensive market assessment 
and feasibility study that included a survey of and focus groups with upper-division and 
graduate students, and a study of the rental housing supply in Brookings.  The consultants 
employed demand analysis to test location, floor plans, price points, and upscale amenity 
preferences of the target upper-division and graduate student markets.  More than 1,400 
upper-division students responded to the survey and 60 students engaged in focus groups.  
The results suggested an unmet demand (rental housing market gap) for private, on-campus 
or very close to campus rental housing offering high-end amenities such as indoor parking, 



ATTACHMENT I     7 
 

large properly configured units, appropriately placed and equipped common indoor and 
outdoor spaces, and a contemporary design. 
 
The 2009 market study was updated in fall 2011.  Brailsford and Dunlavey repeated their 
analysis of the local rental housing market and employed a survey instrument administered to 
upper-division students to, again, test location preferences, price points and preferred 
amenities for private on-campus or very near campus upscale, contemporary housing.  
Approximately, 400 upper-division students participated.  The results of the 2011 update re-
confirmed the 2009 findings that there is a demand for an on-campus/very near campus 
private, upscale, contemporary-style apartment by upper-division students not currently 
being met by the Brookings rental housing market.  The 2011 update reaffirmed the 2009 
finding that there is a gap in the Brookings rental housing market, given contemporary upper-
division and graduate student demand. 

 
6. Location: 

Any successful private, upscale upper-division and graduate student apartment project 
resulting from the RFP process would be sited in the NW corner of campus west of Medary 
Avenue.  The general site is bounded by the Agricultural Heritage Museum on the south, 
Medary Avenue on the east, and parking lots on the north and west. 

 
7. Reallocation of Old Space If Any: 

There is no space to be reallocated.  Replacement of parking will be included as part of the 
scope of a project, if the RFP process results in a go-forward plan.  

 
8. Proposed Funding Sources: 

Private capital; a requirement of the competitive RFP process for a project to proceed is that 
the successful private partner: 1) must finance the project constructed on a site under a 
ground lease with the Board, and 2) must agree to market-based ground lease terms and 
conditions.  Any RFP issued shall clearly state the University shall not, under any conditions, 
release either freshmen or sophomore students required by Board policy to live on campus in 
University owned and managed residential life facilities to reside in any project resulting 
from a successful RFP process for the explicit purpose of financially supporting any such 
privately financed, owned, and managed project.  This financing structure and these 
conditions are necessary for the project, when evaluated by the Board’s rating agency, to not 
be considered part of the University’s and Board debt capacity and to be off-balance sheet.  
The burden-of-proof will lie with the private partner.  The University and Board will not be 
responsible for financing, constructing, managing or operating the apartment.  Such will be 
the obligation of the private partner, as might be determined and successfully negotiated by 
the Board and codified as terms and conditions of a partnership agreement and associated 
ground lease that would be subsequently recommended to the Board for their consideration 
and possible approval. 
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9. Budget for Development of a Plan: 

Pending Board approval, a RFP will be conducted by an evaluation committee in 
consultation with Brookings city, civic and business leaders.  Final project design and scope 
will be determined by and be an outcome of the RFP process and associated request-for-
proposal (RFP) process with contract and development responsibilities awarded per Board 
policies and procedures.  There will be no cash costs to the University for the RFP process, 
except the possibility of retaining a professional consultant to assist in evaluations and 
negotiations.  Such costs would be funded by Residential Life.  The construction and 
management would be the responsibility of the successful private partner. 


