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RECOMMENDED ACTION OF THE EXECUTIVE DIRECTOR 

 

Accept the recommended action of the RFP Committee to end the Request for Proposal 

for Privatized Development of an Upscale, Contemporary-Style Apartment Project for Upper-

Division and Graduate Students at South Dakota State University, and to continue to pursue 

solutions that address the need to provide appropriate upper-division student housing adjacent to 

campus with appropriate student desired amenities, in order to improve retention and the success 

of South Dakota public university students.   

 

SOUTH DAKOTA BOARD OF REGENTS 

 

Full Board 

 

AGENDA ITEM: 23 

 

DATE: June 19-20, 2013 

 

****************************************************************************** 

 

SUBJECT: Subcommittee Report on SDSU Public-Private Partnership for Student 

Housing   
 

 In June of 2012, the Board received a request from SDSU to issue a request for proposal 

to expand upper-division and graduate student housing by means of a ground lease to a private 

investor who would assume full responsibility to finance, construct, operate, and maintain an 

upscale, contemporary-style apartment facility.  The object of the arrangement was 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.  

 

 To determine the feasibility of expanding on-campus housing options by means of a 

ground lease of state land to private investors, the Board took the following actions: 

 

 Authorized the Board President to appoint an ad hoc committee to issue, on behalf 

of the Board, a Request for Proposal (RFP) for such a project, to evaluate 

proposals submitted, and to make a recommendation to the Board; and 

 Directed 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. 

 

Following the Board action, President Johnson appointed the following subcommittee 

members: 
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 Regent Terry Baloun, Chair   Regent Randy Morris 

 Regent Harvey Jewett    Executive Director, Jack Warner 

 President David Chicoine, SDSU  President Jim Smith, NSU 

 Monte Kramer, System VP of Finance and Administration 

  

 

SDSU engaged the services of a consulting firm, Millane Partners, L.L.C., to assist the 

committee in developing the RFP and to provide its vast experience to SDSU and the 

subcommittee, representing their interests in structuring a development project and selecting the 

right developer to assist the institution in meeting its goals and objectives.  Joanie Millane, the 

principal of Millane Partners, L.L.C., served as the consultant guiding the committee’s work.    

 

 A timeline of the committee’s major milestones and work follows: 

 

 After several months work on developing the South Dakota Board of Regents Request for 

Proposal for Privatized Development of an Upscale, Contemporary-Style Apartment 

Project for Upper-Division and Graduate Students at South Dakota State University, it 

was released on November 7, 2012. 

 The Qualifications Proposals were due by January 15, 2013.  A total of four responses 

were received which the subcommittee would utilize to determine the qualifications of 

the prospective developers and its proposed team.   

 The committee convened on February 15, 2013 for the purpose of evaluating and 

determining which Development Teams should be invited to continue into the Phase II 

Technical and Financial proposals stage.  The committee qualified three of the four 

Developers to move forward to the next phase.  

 Noting the requests for pre-development agreements from the Developers in their 

proposals, as well as financing structures that were likely not going to meet the off-

balance sheet off-credit requirement, the committee decided a communication to the 

qualified Developers was needed.  A communication was sent to all of the qualified 

Developers reminding them that while a pre-development agreement might be a common 

practice in some cases; a pre-development agreement was not to be included as one of the 

transaction documents at this stage of the RFP process.  The continued importance of the 

criteria that any resulting project is off-balance sheet and off-credit was also emphasized.   

 On May 9, 2013 one of the qualified Developers notified SDSU that they would not be 

providing a response to the Technical and Financial proposal stage.  Conversations 

between committee members and the Developer indicated concerns about the cost of 

developing a solid proposal without a pre-development agreement as well as doubts about 

being able to meet the off-balance sheet off-credit criteria. 

 Two Technical and Financial proposals were received by the May 29, 2013 deadline. 

 The Technical and Financial proposals were shared with committee members to assess 

and evaluate all materials for compliance with the standards as articulated in the RFP and 

to determine which firm(s) should progress to the interview stage of the RFP process.  

 The committee convened on June 12, 2013 to complete the review of the Technical and 

Financial Proposals.  The committee discussed and compared the proposals of the two 



Subcommittee Report on SDSU Public-Private Partnership for Student Housing 

June 19-20, 2013 

Page 3 of 4 

 

firms, including the proposed number of beds, facility design, included amenities, 

budgets, and financing proposals.  Finally, the committee discussed the financing 

proposals and the likelihood of them meeting the criteria established 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.” 

 While one firm provided an equity-based financing structure that had been successful in 

other instances of meeting the initial debt limitations, there was no confidence that it 

could be sustained through the life of the ground lease.  Further, the structure was the 

least desirable given the returns to the University and the terms of the ground lease.  

Given the change around 2008 as to how these public-private partnerships were viewed 

and treated by rating agencies, the threshold to keep the transaction at arms-length and 

off-credit was deemed near impossible.  The committee simply could not get beyond the 

risk that failure of a public-private deal could impact the Board’s ability to finance and 

provide required undergraduate housing.  Based on these facts, the Committee took 

action recommending that the Board end the RFP process, with the caveat that a solution 

should be pursued based on what the committee and campus learned through the RFP 

process.   

o A motion was made by Regent Morris and seconded by Regent Jewett to 

recommend to the Board:  To end the Request for Proposal for Privatized 

Development of an Upscale, Contemporary-Style Apartment Project for Upper-

Division and Graduate Students at South Dakota State University, because the 

proposals could not meet the requirement that the transaction will not reduce the 

debt capacity of the university or of the Board’s consolidated, multi-institutional 

revenue system.  Further, that the System continue to pursue solutions that 

address the need to provide appropriate upper-division student housing adjacent to 

campus with appropriate student desired amenities. All RFP Committee Members 

voted aye, the motion passed unanimously.  

 

   

While the Committee is making a recommendation to the Board to end the RFP process 

solely based on the inability to meet the credit and debt limitations established by the Board, it 

wanted to emphasize that the pursuit of high quality housing in close proximity to campus still 

must be addressed.   The goal to retain students and improve their success by providing desirable 

upper-division housing adjacent to campus, with appropriate amenities, is still not resolved.  The 

sentiment of the committee was that a lot was learned through the RFP process that could be 

used to find workable solutions.  That solution could involve private developers buying land 

adjacent to campus and developing it for upper-division student housing.  A change in the way 

rating agencies view these partnerships in the future could also revive the pursuit of a public-

private option.  The committee members, President Chicoine, and his administrative team remain 

committed to pursuing options and solutions. 


