Board of Regents

November 1, 2010

Attached you will find three documents that are required as part of legislation approved in 2010.

HB1026 approved the construction of phase Il of the Electrical Engineering and Computer Science
Building on the campus of SDSU. The funding for the building was $4.4M of donated funds, $725,000
from indirect overhead and royalty funds. Section 8 of that act requires: The Board of Regents shall file
its plan to provide for the operation and the maintenance and repair expenses related to the project
authorized in this Act with the Executive Board of the Legislative Research Council no later than
November 1, 2010.

SB106 approved the construction of classroom facilities at the University Center in Sioux Falls to replace
facilities leased from the Sioux Falls School District. The funding for the building was revenue bonds of
$8,975,000, and $1,560,172 from the release of a lease hold with the Sioux Falls School District. The
bonds will be satisfied with HEFF dollars no longer needed to pay the lease payment. Section 10 of that
acts requires: The Board of Regents shall file its plan to provide for the operation and the maintenance
and repair expenses related to the project authorized in this Act, with the special interim committee
created in S4-8A-2, no later than November 1, 2010.

SB26 approved the construction of an addition to the Barnett Center at NSU. The funding for the
building was $3.2M of donated funds. Section 4 of that act requires: The Board of Regents shall file its
plan to provide for the operation and the maintenance and repair expenses related to the project
authorized in this Act with the special interim committee created in S4-8A-2 no later than November 1,
2010.



South Dakota State University
Electrical Engineering & Computer Science Phase Il

Maintenance and Repair Plan
October 2010

Background
House Bill 1026, as enacted by the 2010 South Dakota Legislature and Signed by Governor Rounds,
included the following language:

Section 8. The Board of Regents shall file its plan to provide for the operation and the
maintenance and repair expenses related to the project authorized in this Act, with the
Executive Board of the Legislative Research Council, no later than November 1, 2010.

The purpose of this section, as it pertains to the Phase Il addition to the Electrical Engineering and
Computer Science building at South Dakota State University, is to ensure that the Board of Regents
prepared for the future maintenance and repair costs that are certain to occur as the building ages and
building systems fail.

The Facility Program Plan for the Electrical Engineering and Computer Science Building Addition was
submitted to the Board of Regents in November 2009 with a plan for maintenance and repair to be paid
for from the Higher Education Facilities Fund (HEFF) since this building is entirely a teaching and
research facility constructed on the SDSU campus. Although the construction funding was from private
funds raised by the SDSU Foundation, the building will be owned and maintained by the Board of
Regents, and thus, eligible for HEFF funds.

M&R Plan

The $4.4 million, 29,000 square foot building will qualify for an M & R allocation of approximately
$38,000 per year. As time goes by, the allocation grows with the increased tuition rates in the 3 to 4%
range. By year 10, with the compounded increases to HEFF, funds available will be approximately
$50,000 per year. While initially the operating systems will be under warranty, eventually the operating
systems and structure will require M&R that will be scheduled as a part of the M&R allocation from
HEFF resources so that a larger project requiring $400,000 or $500,000 can be covered by HEFF
resources in a planned manner.

The institution also dedicates $1.60 per credit hour from the University Support Fee to support
maintenance and repair needs for academic facilities. This generates approximately $425,000 per year
at SDSU and is targeted towards the highest priority maintenance and repair projects. This facility
would be eligible for those funds as well as a student academic facility.

Therefore, resources in the Higher Education Facility Fund and the M&R Fee fund will be used to cover
the maintenance and repair for this facility when needs arise.



Operational Expenses
Additional utility expenses for the facility are estimated at $62,605 per year. As an academic building,
this facility will share in the SDSU utilities allocation.

Additional janitorial and miscellaneous operating costs are estimated at $50,000 per year. These costs
will be funded from redirection of resources from other facilities resulting from efficiencies and changes

in building janitorial assignments.



South Dakota Public Universities and Research Center

Maintenance and Repair Plan
October 2010

Background
Senate Bill 106, as enacted by the 2010 South Dakota Legislature and Signed by Governor Rounds,
included the following language:

Section 10. The Board of Regents shall file its plan to provide for the operation and the
maintenance and repair expenses related to the project authorized in this Act, with the special
interim committee created in § 4-8A-2, no later than November 1, 2010.

The purpose of this section, as it pertains to the new classroom facilities at University Center, was to
ensure that the Board of Regents prepared for the future maintenance and repair costs that are certain
to occur as the building ages and building systems fail.

University Center in Sioux Falls is in a unique position in the Regental system as it does not have a
deferred maintenance backlog to address. Thus, resources generated annually will be used to address
maintenance, repair and other facilities issues plus permit the accumulation of a maintenance reserve.
In addition, University Center is unique as a self-support operation. In this context that means that the
financial operation of University Center must be prepared to cover future major maintenance and repair
costs and not rely on the partner universities and main campus students to pay these costs for
University Center.

M&R Plan
The following plan is designed to address the annual and the future maintenance and repair expenses at
University Center for the facilities authorized by SB 106.

e University Center participates in the Regental allocation of HEFF maintenance and repair funds
as all students contribute to the fund. This annual allocation is equal to approximately $65,000
and may be used in accordance with BOR policy.

e Similar to the M&R Fee assessed on the university campuses for state-support hours, University
Center will allocate approximately $23,000 per year from operating revenues for maintenance
and repair expenses.

e If the annual expenditure for maintenance and repair at University Center is less than the total
of the above sources, funds may be accumulated up to a total of 3% of total construction costs
indexed annually from the date of completion. This fund will be available in future years to
address major maintenance and repair issues.

Therefore, resources from the Higher Education Facility Fund and an amount equivalent to the M&R Fee
Fund will be used to cover the maintenance and repair for this facility when needs arise.



Operations

The new building is being constructed as replacement space for a leased facility on the Southeast
Technical Institute campus that University Center will be vacating. The two buildings are virtually the
same size which ensures that future operating costs will not increase due to this move. In fact, certain
efficiencies will be gained and operating costs should decline. Operating costs include things such as
utilities, routine maintenance and custodial, reception, technology support and faculty support. As a
self-support facility, these costs are primarily covered by the self-support tuition paid by students. Since
costs will not increase due to this move, this new building will not impose any new operating costs on
the system.



Northern State University
Joseph H. Barnett Center

Operations and M&R Plan
October 2010

Background
Senate Bill 26, as enacted by the 2010 South Dakota Legislature and Signed by Governor Rounds,
included the following language:

Section 4. The Board of Regents shall file its plan to provide for the operation and the
maintenance and repair expenses related to the project authorized in this Act with the special
interim committee created in S4-8A-2 no later than November 1, 2010.

The purpose of this section, as it pertains to the Joseph H. Barnett Center addition at Northern State
University, is to ensure that the Board of Regents prepared for the operations costs, and future
maintenance and repair costs that are certain to occur as the building ages and building systems fail.

The Facility Program Plan for the Joseph H. Barnett Center Addition was submitted to the Board of
Regents in December 2009 with a plan for maintenance and repair to be paid for from the Higher
Education Facilities Fund (HEFF) since this building is considered an academic facility. Although the
construction funding was from private funds raised by the NSU Foundation, the building will be owned
and maintained by the Board of Regents, and thus, eligible for HEFF funds.

M&R Plan

The $3.2 million, 30,727 square foot addition will qualify for an M & R allocation of approximately
$40,250 per year. As time goes by, the allocation grows with the increased tuition rates in the 3 to 4%
range. By year 10, with the compounded increases to HEFF, funds available will be approximately
$52,000 per year. While initially the operating systems will be under warranty, eventually the operating
systems and structure will require M&R that will be scheduled as a part of the M&R allocation from
HEFF resources so that a larger project requiring $100,000 or $200,000 can be covered by HEFF
resources in a planned manner.

The institution also dedicates $2.72 per credit hour from the University Support Fee to support
maintenance and repair needs for academic facilities. This generates approximately $138,000 per year
at NSU and is targeted towards the highest priority maintenance and repair projects. This facility would
be eligible for those funds as well as a student academic facility.

Therefore, resources in the Higher Education Facility Fund and the M&R Fee fund will be used to cover
the maintenance and repair for this facility when needs arise.



Operational Expenses
Additional utility expenses for the facility are estimated at $23,352 per year. As an academic building,
this facility will share in the NSU utilities allocation.

Additional janitorial and miscellaneous operating costs are estimated at $28,450 per year. These costs
will be funded from facility rental revenue and redirection of resources from other facilities resulting
from efficiencies and changes in building janitorial assignments.
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