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Policy
Information

Cite policy requirement, or explain why item is on the Board agenda: The Board
may designate as “surplus’ and approve the sale of real property under its control
pursuant to Minnesota Statute 8136F.60, subdivision 5. Under Board of Trustees Policy
6.7, Rea Estate Transactions, Board approval is required for all sales of real property
valued at or greater than $250,000.

Scheduled Presenter(s): Laura M. King, Vice Chancellor — Chief Financial Officer
Allan Johnson, Associate Vice Chancellor Facilities

Outline of Key Points/Policy Issues: The Board is asked to declare Minnesota State
College — Southeast Technical’s Aviation Training Center located on the city airport
property in Winona, Minnesota as “surplus’ and authorize the building for sale.

Background Information: Minnesota State College — Southeast Technical decided to
close the aviation maintenance program in 2006. After the closure of the program, the
college backfilled the facility with programs in drafting, industrial maintenance, nursing
and carpentry, but it was determined that there were cost savings to selling the building
and consolidating at the main campus.

There are two major impediments to a sale. First, the ground lease requires the college to
continue to use the facility for public vocational education or the lease terminates.
Second, any sale would trigger the repayment of the origina state bond investment
pursuant to Minnesota Statutes 16A.695, Subdivision 3, which would obligate the college
to reimburse the state up to its $4.67 million appropriation from any proceeds generated
from the sale

The College and the Office of the Chancellor are working with the city of Winona and
the state legislature to resolve the impediments. Sale to the Port Authority viathe city is
the anticipated result, with sale proceeds to be used for a capital project at the main
Winona campus.
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BACKGROUND

The Board is asked to declare Minnesota State College — Southeast Technical’s Aviation
Training Center property located in Winona, Minnesota as “surplus’ and authorize the
building for sale, subject to the conditions described in this report. See Attachment A for
the location of the Aviation Training Center in relationship to the college.

The Board may designate as “surplus’ and approve the sale of real property and
improvements under its control pursuant to Minnesota Statutes 8136F.60, subdivision 5.
Under Board of Trustees Policy 6.7, Real Estate Transactions, Board approval is required
for al sales of real property.

After the Board declares a parcel of real property “surplus,” the property is offered for
sale at appraised value to the city, county, township and school district in the jurisdiction
where the property is located. Local governmental units have two weeks to express their
interest in purchasing the property. If the local governmental units decline or fail to
express an interest, the property is advertised to the public for a period of four weeks.
There is reasonabl e discretion in the method of sale, such as a sealed bid or auction. Upon
receipt of an acceptable offer, asaleis consummated, and the transaction is closed.

DETAILS

The Aviation Training Center facility is located on airport land leased from the City of
Winona on a 100-year lease that began November 9, 1990. The 71,650 square foot
facility opened in 1992. Ground rent is $1.00 per year.

During the 1990 session, the Minnesota legislature appropriated $4,666,000 for the
remodeling and construction of the Aviation Training Center at the Winona Municipal
Airport, known as Max Conrad Field. The project cost was $5,489,000, with state
appropriation accounting for 85% of the funding and the remaining $823,000, a 15%
match, coming from local funding sources.

Enrollment for the aviation maintenance programs peaked at about 250-275 FY E with 7
instructors, and was at 20-25 FYE and 1 ¥z instructors in 2006 when the college decided
to close the program. After the closure of the program, the college backfilled the facility
with programs in drafting, industrial maintenance, nursing and carpentry, but it was
determined that there were cost savings to selling the building and consolidating at the
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main campus. The college determined students would be better served by selling the
facility, using proceeds from the sale to consolidate, remodel or construct space at the
main campus in Winona, and upgrade the main campus facilities to better address allied
health careers.

With the help of Office of the Chancellor staff, the college explored the idea of selling
the building and examined the potential hurdles to a possible sde. Two major
impediments were discovered. First, the ground lease requires the college to continue to
use the facility for public vocational education or the lease terminates. Second, any sae
would trigger the repayment of the original state bond investment pursuant to Minnesota
Statutes 16A.695, Subdivision 3, which would obligate the college to reimburse the state
up to its $4.67 million appropriation from any proceeds generated from the sale.

To address the first issue, the college has initiated discussions with the City of Winona
and the Port Authority, which has jurisdictional control over the airport. The city is
supportive of the college’s proposal to sell the building, and have expressed an interest in
acquiring the facility via the Port Authority. It is expected that the Port Authority would
simultaneously sell the facility to an area business. If the city (via the Port Authority)
were to purchase the facility, the lease issue would be satisfactorily addressed, as the city
would agree to amend the lease to accommodate the new buyer. Any purchase would be
based on the appraised value.

To address the second issue, the Office of the Chancellor is taking a two-part approach:
proposing either a statutory change to exempt MnSCU from the full repayment obligation
of the origina bond investment or, as an aternative, a specific session law that would
specifically exempt the college from the bond repayment provisions of the statute,
provided that the campus uses the sale proceeds for a capital project. These approaches
will be pursued during the current 2009 legidlative session.

RECOMMENDED COMMITTEE ACTION:

The Facilities/Finance Policy Committee recommends that the Board of Trustees adopt
the following motion.

RECOMMENDED MOTION:

The Board of Trustees approves the designation as surplus and authorizes for sale the
Aviation Training Facility operated by Minnesota State College — Southeast Technical at
the Winona Municipa Airport, subject to legisative exemption of the repayment
provisions under Minnesota Statutes 816A.695, subdivision 3, and directs the Chancellor
or his designee to execute all necessary documents to complete the conveyance in
compliance with such laws.

Date Presented to the Board: January 21, 2009
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