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EVOLVING INDUSTRY CONTEXT

The Cost of Education is on the Rise

In the last decade, tuition, fees, room, and board rates have risen 27% at private
Institutions and 41% at public institutions.
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Source: “Trends in College Pricing 2017.” College Board, 2017.
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EVOLVING INDUSTRY CONTEXT

Tuition Discounting Continues to Rise

“As students and families evaluate
higher education’s value and their
college-going options, they should
keep in mind that the vast majority of
undergraduates attending private
colleges receive aid from their
Institutions, and this aid covers well
over half the tuition price,” said Ken
Redd of the National Association of
College & University Business Officers
(NACUBO). “While this is good news
for students and their families, it also
means that tuition revenue at these
schools remains very constrained.”

Source: “Trends in College Pricing 2017.” College Board, 2017.
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Drew University, Sweet Briar College,
Birmingham-Southern College,
Benedict College and the University
of Sioux Falls all reduced their
advertised tuition starting this year.
Old Dominion University is lowering
the price of undergraduate tuition
for active-duty military service
members. Champlain College cut
tuition in half for students in its
online program, part of a strategy to
increase enrollment.
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EVOLVING INDUSTRY CONTEXT

But Some States/Schools are dropping tuition, so what’s actually rising?

The same was true at New Jersey’s
Drew University, where the sticker
price is dropping from $48,336 to
$38,668 this fall. The high price was
“completely disproportionate” to the
market, said President MaryAnn
Baenninger. “Higher-income students
were saying, ‘You cost the same as
Princeton. If | can get into
Princeton, why would | choose
Drew?” Baenninger said. “The sticker
price was untenable.”

A

Concerned about lllinois high school
graduates leaving for colleges in other
states, the University of lllinois
system is in the fourth year of a
tuition freeze. The University of
Colorado has cut fees. Five South
Dakota universities are offering lower
In-state tuition this fall to freshmen
and transfer students from Nebraska,;
the University of Nebraska at Kearney
will extend the deal next year to
residents of Colorado and Kansas.
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Source: (“Bending to Law of Supply & Demand, Some Colleges are Dropping Their Prices.” The Hechinger Report. August 30, 2018



EVOLVING INDUSTRY CONTEXT

The Cost of Education is on the Rise

Students are
covering the gap
left by reductions In
state funding.
Between 1988 and
2016, student tuition
and fees went from
covering 20% to
50% of Total
Educational
Revenue.

Source: Center on Budget and Policy Priorities.
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EVOLVING INDUSTRY CONTEXT

Student Debt Has Surpassed All But Mortgage Debt in America

n Brailsford & Dunlavey / Wall Street Journal 02142018



EVOLVING INDUSTRY CONTEXT

The Student Body Continues to Shift

GenZ (those born ~1997 to a couple years ago)

* More risk adverse (financially, socially, etc.) and student priorities
are changing

« The country club erais over on campus as students are
“more acutely aware of who is paying for that,” said
Raymond Maggi, an architect who has built more than 20
student life projects on college campuses over the past
decade. That means shared, fluid and public spaces for
tutoring and meeting. Libraries need cafes, he said, and
academic departments need lounges with “comfortable seats

and cafe tables” with writable surfaces. — (“The iGen Shift: Colleges (Source: “GEN Z Is Coming to Your Office. Get Ready To
Changing to Reach the Next Generation.” The New York Times. August 2, 2018) Adapt. The Wall Street Journal, September 6, 2018)

Number of Students Dropping

* “Today, however, because of a decline in the number of 18- to 24-
year-olds and an improving economy that is sucking people straight
into the workforce, colleges have 2.9 million fewer customers
than they did at the last peak, in 2011, according to the National

Student Clearinghouse, which tracks this.” — (“Bending to Law of Supply &
Demand, Some Colleges are Dropping Their Prices.” The Hechinger Report. August
30, 2018)
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EVOLVING INDUSTRY CONTEXT

Deferred Maintenance Getting Worse
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HIGHER EDUCATION P3 SURVEY

Thank You
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HIGHER EDUCATION P3 SURVEY

Guidelines

* Must be on the University or University Foundation’s land

 May Include equity, 501c3, affiliated or unaffiliated
foundations, fee development, or concessionaire structure

 May or may not be privately managed
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Key Findings
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A LOOK AHEAD

Top State Schools Getting Inundated with New Supply
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A LOOK AHEAD

Still a Healthy Outlook
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A LOOK AHEAD

Enrollment Impacting Occupancy
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A LOOK AHEAD

Declining Undergraduate Enrollments

By the numbers from the NSCRC Fall 2017
Enrollment Report

« 224,000 fewer undergrads than last year
e Overall, 1.5 million fewer adult students compared to 2010

* 63,000 fewer new first-time undergrads

e 25,000 fewer 18 to 24-year olds
o 7 of 10 biggest state declines this year are in the Midwest
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A LOOK AHEAD

Declining Undergraduate Enrollments

What's the future look like?
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Declining Undergraduate Enrollments

What's the future look like?
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A LOOK AHEAD

Declining International Student Enroliments

« Of 500 Institutions surveyed fall
2017, 45% had new Int’l student

New International Student Enrollment Fall 2016 to

enrollment declines that averaged ) Fall 2017 Year Over Year Change by Region
20%
e Thirty-one percent reported B T
Increases that averaged + 5% iniep [NeTE—
i | EENT::*:?:_ ; i :
* Twenty-four percent reported no I - , Z i
) FE T ATLANTIC
change O il U
e Selective universities continued to ,-'
report growth in new int’l student - g | wesrsouw 0

enroliment . Ml 0%

* Master’s-level institutions had
steepest declines with new int'l
enrollment down 20% percent
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A LOOK AHEAD

Construction Costs

Source: Bureau of Labor Statistics & Construction Connect
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A LOOK AHEAD

Where Are We Heading?
e More political involvement and pressure to consider P3
* Pre-development Risks — Many projects failing to close
e Issues with Construction Pricing & Labor Shortages

* An increasing number of developers are getting in the on-campus
business; however, developers are being more strategic on which
projects/procurements to respond to

* Exploration of other sources of funds like tax credits, USDA, and
opportunity zones

e Shared governance continues to grow

e Larger, more complex P3 projects including long term concessions,
availability payment models, Key Performance Indicators (KPIs)

 Bundling of Procurements (food, housing (including faculty), academic
buildings, hotel, energy, facility maintenance, etc.)
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ADDITIONAL RESOURCES

jturner@programmanagers.com
202.266.3404
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