|
i
|
i
|
&

935,000

Minnesota Higher Education 3
.~ Facilities Authority

Ba v

irst Mortgage Revenue B D
‘Series B (Bethel Coll

L)

SPRINGSTED INCORPORATED MUNICIPAL CONSULTANTS

SUITE 813 OSBORN BUILDING

+ SAINT PAUL, MINNESOTA 55102 - (612) 227 -8318



OFFICIAL ROSTER

MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY

Gerald A. Rauenhorst, Chairman
President, Rauenhorst Corporation, Minneapolis,

Bernard P. Friel, Vice Chairman
Member, Briggs & Morgan, Lawyers, St. Paul

Richard C. Hawk, Secretary
Executive Director, Minnesota Higher Education Coordinating Commission

Robert W. Freson, Member
City Administrator, St. Cloud

Earl R. Herring, Member
Vice President for Administrative Affairs, Moorhead State College

Norman Perl, Member
Member, Deparcq, Anderson, Perl & Hunegs, Minneapolis

Michael Sieben, Member
Lawyer, McMenomy, Hertogs and Fluegel, Hastings

Dr. Joseph E. LaBelle — Executive Director

BOND COUNSEL FISCAL ADVISORS
Faegre & Benson _ Springsted Incorporated
(Mr. John S. Holten) St. Paul, Minnesota

Minneapolis, Minnesota

No dealer, broker, salesman or other person has been authorized by the Minnesota Higher Education Facilities
Authority or the Institution, to give any information or to make any representations with respect to the Bonds, other
than those contained in this official statement and, if given or made, such other information or representations must
not be relied upon as having been authorized by either of the foregoing. Certain information contained herein has been
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OFFICIAL NOTICE OF BOND SALE

$1,935,000
MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY
FIRST MORTGAGE REVENUE BONDS, SERIES B (BETHEL COLLEGE)

Bids will be recieved Tuesday, November 28, 1972, 11:00 A.M., CST, at
. the Authority’s Offices, Metro Square Building, St. Paul, Minnesota, for
award at 3:00 P.M. of the same day on the following terms:

DATE AND INTEREST

The bonds will be dated December 1, 1972. Interest will be pay-
able June 1, 1973, and each December 1, and June 1, thereafter.

TYPE AND PURPOSE

The bonds will be negotiable coupon, special obligations of the
Authority, payable solely, and only, out of rental revenues and
other income, charges and moneys to be produced and received
pursuant to the Lease between the Authority and the
Lessee relative to the ownership and operation of the Project
for which the proceeds of this issue will be used, and the Reserve
Accounts established thereto. The Bonds will be issued in denom-
inations of $5,000 each and may be registrable as to both prin-
cipal and interest, or either, according to the terms of the
Mortgage Trust Indenture relative to the issue. The Bonds are
being issued for the construction and furnishing of two units of
seven buildings each to accommodate approximately 480 stu-
dents on the campus of Bethel College, Arden Hills, Minnesota,
and for the establishment of certain reserves relative to the issue.
The Lessee of the Project will be the Baptist General Conference.

MATURITIES AND REDEMPTION

June 1, in the years and amounts as follows:

$25,000 1974

$30,000 1975-77

$45,000 1978

$50,000 1979-80

$55,000 1981
$60,000 1982

$ 70,000 1985
$ 75,000 1986
$ 80,000 1987
$ 90,000 1988
$ 95,000 1989

$115,000 1992
$120,000 1993
$130,000 1994
$140,000 1995
$150,000 1996

$100,000 1990

$105,000 1991
All dates are inclusive.
At the option of the Issuer all bonds maturing on or after June 1,
1988, shall be subject to prior payment in inverse order of serial
numbers on June 1, 1987, and any interest payment date there-
after, at a price of par and accrued interest.

$160,000 1997
$65,000 1983-84 . ‘

GRANT AGREEMENT

A Grant Agreement has been entered into with the United States
of America, Department of Housing and Urban Development,
pursuant to which the Government will provide an annual interest
subsidy to support and to be pledged to debt service payments
on the Bonds, as more fully described in the Official Statement.

PAYING AGENT AND TRUSTEE

Principal and interest will be payable at the Main Office of the
Northwestern National Bank of Minneapolis, Minnesota with

whom the Authority will enter into a Mortgage Trust Indenture
relative to this issue. An alternate paying agent may be named by
the Purchaser subject to the consent of the Authority and pro-

‘vided that there shall be no additional expense to the Authority

by reason thereof.
DELIVERY

Within 40 days after award, subject to the unqualified approving
legal opinion of Messrs. Faegre and Benson of Minneapolis,
Minnesota, and customary closing papers, including a statement
of non-litigation. Bond printing and legal opinion will be paid
for by the issuer. Delivery will be at a place of the Purchaser’s
choice. Payment must be made in Federal Funds, or equivalent
immediately available funds, on day of delivery. Legal opinion
will be printed on the bonds.

TYPE OF BID

Sealed bids for not less than $1,884,300 and accrued interest on
the principal sum of $1,935,000 from the date of the bonds to
date of delivery must be filed with the undersigned prior to time
of sale, together with a certified or cashier’s check in the amount
of $38,700, payable to the order of the Minnesota Higher Edu-
cation Facilities Authority, to be forfeited as damages but with-
out limitation of the rights of the Issuer to additional damages if
the bidder fails to comply with the accepted bid.

RATES

v All rates must be in integral multiples of 5/100th or 1/8th of 1%.

All Bonds of the same maturity must bear a single rate from date
of issue to maturity. The interest rate for any maturity shall be
not less than that of any prior maturity and no interest rate shall
exceed any other interest rate by more than 2% per annum. Ad-
ditional coupons may not be used.

AWARD

Award will be made on the basis of lowest dollar interest cost;
determined by the addition of any discount to and the deduction
of any premium from the total interest on all bonds from their
date to their stated maturity. The Issuer reserves the right to

reject any and all bids, to waive informalities and to adjourn the
sale.

Dated October 31, 1972

BY ORDER OF THE MINNESOTA HIGHER EDUCATION
FACILITIES AUTHORITY

/s/ Richard C. Hawk
Secretary



$1,935,000
 MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY
- FIRST MORTGAGE REVENUE BONDS, SERIES B (BEFTHEL COLLEGE)

SALE: November 28, 1972 (Tues.), at 11:00 A.M., CST

Bids delivered to Springsted Incorporated by 10:00 A.M. CST the day of the sale, WI" be carried -
to the sale. : _

' : o CUMULATIVE

YEAR PRINCIPAL BOND YEARS BOND YEARS
1974 ' $ 25,000 . 375 : 375
1975 30,000 - 75.0 1125
1976 30,000 1105.0 217.5
1977 _ 30,000 135.0 3525_
1978 45000 247.5 6000
1979 50,000 325.0 925.0
1980 50,000 375.0 1300.0
1981 55,000 ’ 467.5 1767.5
1982 - 60,000 i 5700 2337.5
1983 65,000 682.5 3020.0
1984 65,000 | 747.5 ~ 37675
1985 70,000 875.0 4642.5
1986 75,000 10125 5655.0
1987 80,000 1160.0 - 6815.0
1988 90,000 C 1395.0 8210.0
1989 95,000 C ' - 1567.5 9777.5
1990 100,000 C 1750.0 11527.5
1991 105,000 C 1942.5 13470.0
1992 115,000 C 22425 157125
1993 120,000 C 2460.0 18172.6
1994 130,000 C - 2795.0 20967.5
1995 140,000 C 3150.0 24117.5
1996 150,000 C 3525.0 27642.5
1997 160,000 C 3920.0 31562.5
AVERAGE MATURITY: 16.31 Years

DATED: December 1, 1972

INTEREST: : June 1, 1973, and each December 1, and June 1, thereafter.
MATURE: June 1, 1974-97, inclusive.

REDEMPTION (C): Bonds maturing June 1, 1988-97, inclusive, are callable commencing

June 1, 1987, at par; except if called pursuant to Section 6.15 of the
Mortgage Trust Indenture or Section 10.02 of the Lease.



OFFICIAL STATEMENT
" 'RELATINGTO
$1,935,000
MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY
¢ FIRST MORTGAGE REVENUE BONDS
SERIES B (BETHEL COLLEGE)

THE AUTHORITY

The Minnesota Higher Education Facilities Authority was created by Chapter 868, Laws
of Minnesota, 1971, for the purpose of assisting institutions of higher education of the
State in the construction, financing and refinancing of projects. The Authority consists
of six members appointed by the Governor with the advice and consent of the Senate. A

seventh member is the Executive Director of the Minnesota Higher Education Coordinating
Commission.

At least one of the members of the Authority must be a person héving a favorable reputation
for skill, knowledge, and experience in the field of State and Municipal Finance; and at

least one shall be a person having a favorable reputation for skill, knowledge, and. experi-
ence in the building construction field; and at least one of the members shall be a trustee,
director, officer or employee of an institution of higher education.

The Authority has been given power to issue bonds in an amount not to exceed a cumu-
lative total of $45 million. These bonds can be only payable from the rentals, revenues, and
other income, charges, and monies pledged for their payment. They do-not represent or
constitute a debt or pledge of the faith and credit of the State of Minnesota in any manner.

By reason of the fact that the Authority is an agency or instrumentality of the State of
Minnesota the interest paid by the Authority to bond holders is exempt from Federal and
Minnesota Income Tax under present provisions of law. Any project ownedorused by the
Authority is exempt from any taxes or assessments.

Educational institutions of the State which are eligible for assistance by the Authority are
non-profit educational institutions authorized to provide a program of education beyond
the high school level. Sectarian institutions are not eligible for assistance, however, the
fact that the institution is sponsored by a religious denomination does not by itself make
- the institution sectarian. Application to the Authority is purely voluntary.

The scope of projects for which the Authority may issue bonds is broad including any
building structure or facility for use as a dormitory or other student housing facility, academic
building, parking facilities and other structures or facilities required or useful for the instruc-

tion of students or conducting of research in the operation of an institution of hlgher
education.

A Project for which bonds are issued by the Authonty is the property of the Authority
which will then lease the facility to the Institution. The revenues which are the security
for the Bonds are provided for by the terms of the lease between the Authority and the
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Institution. The Authority, in turn, will enter into a Mortgage Trust Indenture with a
Trustee who will administer the funds which are the security for the payment of the
Bonds.

While the Authority retains broad powers to oversee planning and construction, it is its
current policy to permit the Institution broad flexibility with respect to these matters.

In appropriate circumstances, the Authority may, at the request of the Institution, make
application for, or assume the positidn of applicant under, a loan pursuant to the College
Housing Loan program administered by the United States Department of Housing and
Urban Development, or under Title |11 of the Higher Education Facilities Act administered
by the United States Office of Education.

The operation of the Authority is financed solely from fees paid by the Institution for

which Bonds are issued. In addition to a small application fee which is $250 for projects

under $1,000,000; $500 for projects under $5,000,000, and $1,000 for projects over
$5,000,000, the Authority will be paid one-third of one percent of the principal amount

of the bonds issued at the time of issuance as adjusted by deduction of the application fee.
Thereafter, the Authority will receive an annual fee of one-eighth of one percent of the

original principal amount of the Bond issue for the life of the issue. These fees will be paid
directly by the Institution except the one-third of one percent fee will come from Bond proceeds.

At the present time the staff of the Authority consists of its Executive Drrector Dr.
Joseph E. LaBelle and one secretary.

Bond issuance costs, including fees of Bond Counsel, the Fiscal Consultant, and Trustee
are paid by the Institution. The fees of Bond Counsel and the Fiscal Consultant will come
from Bond ‘proceeds.

As a general policy the Authority requires that the proceeds of the Bond issue include a
sum equal to approximately one year’s net debt service for the creation of debt service
reserves. Of this sum 80% will be deposited with the Trustee in a Series Reserve Account;
the remaining 20% will be deposited by the Authority in a General Bond Reserve Account
pledged to the payment of all Bonds issued by the Authority for which such a deposit has
been made.

The Authority as of now has no outstanding bonded indebtedness. On Tuesday, November
28, 1972 it will offer the following issues:

$2,200,000 First Mortgage Revenue Bonds, Series A (Augsburg College)
$1,935,000 First Mortgage Revenue Bonds, Series B (Bethel College)
$ 595,000 First Mortgage Revenue Bonds, Series C (St. Marys College)

Separate bids will be received for each offering and each will be awarded individually.



- The Authority currently has the following applications under consideration:

$8,400,000 Minneapolis College of Art and Design
$1,530,000 College of Saint Benedict

$1,030,000 Gustavus Adolphus College

$ 530,000 College of St. Scholastica

It is expected these may be offered in January or February of 1973.
PURPOSE OF ISSUE

The proceeds of the issue, except for funded reserves, will be used to construct and
furnish two units of seven buildings each to provide townhouse-type student housing
which will accommodate approximately 480 students. A design-and-build package
contract has been entered into and construction is underway. The units will be frame
with partial brick exterior and will be built on the College’s new Arden Hills campus.
Each unit will have three bedrooms, living room, bath and storage. Plumbing will be
placed for future installation of an efficiency kitchen. Each unit will house six students.
The facilities will be owned by the Authority but leased back to the College for oper-
ation. Occupancy is expected by the Fall Term of 1973, or earlier. Interim financing
has been arranged through a St. Paul bank. The contractor is Marvin H. Anderson.

BOND PROCEEDS BUDGET

Construction $1,412,280
Furnishings 175,000
Fees 7 - 18,8856
Contingency : ‘ 40,000
Capitalized Interest 67,725"
Discount Allowance 50,700
Debt Service Reserve:

Series $1 36,328**

General 34,082 170,410

$1,935,000

*Will be paid to the Trustee and placed in Bond and Interest Sinking Fund Account.
**Will be paid to the Trustee and placed in Series Reserve Account.

***Will be paid to the Authority and placed by it in General Bond Fund Reserve Account.



SECURITY

The security of this issue shall be the:
1) Full faith and credit of the Institution;
2) Gross receipts and revenues of the Project;

3)  Assignment of the proceeds received pursuant to an interest subsidy grant from
the United States Government;

4) First mortgage lien on the Project.

Item 2" will be deposited with the Trustee each month promptly when received
and no later than the last day of the month, to the extent necessary to create and maintain

required balances in the:

(I) Bond and Interest Sinking Fund Account — Such amount as may be necessary
and sufficient to meet the interest on the outstanding Bonds due on the
next interest date and by November 25 of each year one-half of the principal,
and by May 25, all of the principal due on the next principal date.

(11) General Bond Reserve Account — $34,682*
(111) Debt Service Reserve Account — $136:§28*

(IV) Repair and Replacement Reserve Account — $50,000"

*See '"Reserves’’ below.

RESERVES
Following are the required reserves:
A. Debt Service Reserve Account | $1 36,328
B. General Bond Reserve Account 34,082
C. Repair and Replacement Reserve Account ' 50,000
Total: - © $220,410°

*1.7 times estimated net average annual debt service.

NOTES: 1. Items A" and ““B"" will be created from proceeds of the issue. “A’’ will
be available exclusively for this issue. *’B’’ will be available for this issue
and all other issues of the Authority for which a contribution has been
made to the General Bond Reserve Account. In the event each of the
three issues scheduled for offering on November 28, 1972 are awarded
the General Bond Reserve Account will have a total of $74,625 in it
available for the debt service of any of the offerings.
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2. Item “C" will be created by five annual deposits of $10,000 each
commencing December 1, 1973. Funds may be taken from it for
unusual or extraordinary maintenance or repair but it shall be available
to meet debt service if there are insufficient monies in the Debt Service
Reserve Account.

3. The General Bond Reserve Account will be called upon last for any

‘ deficiency and will be replaced first, except for the Bonds and Interest
Sinking Fund Account. This priority will also be required with respect
to the Series ““A’"and “/C"" offerings of the Authority for which bids will
be taken on November 28, 1972 and shall be the policy of the Authority
for future offerings which participate in the General Bond Reserve
Account.

INVESTMENTS

Subject to arbitrage regulations, the Trustee is authorized to invest the balances of all Accounts
in (1) direct obligations of the United States Government, or, (2) certificates of Deposit -
secured by direct obligations of the United States Government. In addition, the Trustee is
authorized to invest the balances of all accounts, except the Construction Account, in
securities issued by the following agencies of the United States: Banks for Cooperatives,
Federal Home Loan Banks, Federal Intermediate Credit Banks, Federal Land Banks, and

the Federal National Mortgage Association. Earnings, except on the General Bond Reserve
Account, may be used for abatement of Base Rent payments if each of the Accounts is at

its required level. Earnings of the General Bond Reserve Account will remain in that Account,
except that at such time as the bonds of an issue which participated in the Account are fully
retired a pro rata share of the Account, including earnings, after allowance for any deficiencies
will be distributed to the Institution on whose behalf the Bonds were issued.

r

INTEREST SUBSIDY

The College has been advised by the Department of Housing and Urban Development that a
fund reservation has been made for a yearly debt service subsidy which it is estimated will be
approximately $41,756. The exact amount will be determined by the net effective rate carried
by this issue and final determination of the principal amount of the issue which HUD will
participate in. Basically the subsidy will be in an amount intended to reduce the effective rate
to 3% on that part of the program eligible for an interest subsidy.

Payment of the interest subsidy will be made directly to the Trustee and will be in the same
total annual amount. ‘

The bids for this issue will be submitted to HUD for review. HUD has made a fund reservation
of $60,000 annually for this Project.

CASH FLOW
As Required:

First: To the Bond and Interest Sinking Fund;

Second: To the General Bond Reserve Account;
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Third: To the Series Debt Reserve Account;

Fourth: To the Repair and Replacement Reserve Account;

Fifth: To the Redemption Account.

Except, that in the event the Authority or Trustee takes possession of the Project by
reason of the Institution’s default the second priority will be to an Operation and Main-
tenance Account for payment of current expenses of the Project. In this event the prior-
ity of each of the other accounts except that of the Bond and Interest Sinking Fund will

be one step lower than stated above.

FUNDS AND ACCOUNTS

1. Series B (Bethel College)
Construction Account—

2. Series B (Bethel College)
Revenue Fund Account—

a. Series B (Bethel College)
Bond and Interest Sinking
Fund Account

b. Series B (Bethel College)
Debt Service Reserve Account

c. Series B {Bethel College)
Repair and Replacement
Reserve

d. Series B (Bethel College)
Operation and Maintenance
Account

Trustee will pay costs of Project from it.

All pledged revenues will be deposited in this
account.

For payment of principal and interest. $67,725
from proceeds of bond issue will be immediately
placed in this account from Bond proceeds.

For payment of principal and interest of this
issue. $136,328 will be immediately placed in

this account from Bond proceeds.

For debt service and extraordinary repair. Will
be maintained at $50,000 after being created
at rate of $10,000 per year commencing
December 1, 1973.

No payments will be made to this as long as

the College shall pay the Base Rent. In the event
the Authority or Trustee assumes operation of
the F‘roject, revenues remaining after debt service
will be paid into it to meet operational costs.
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e. Series B (Bethel College)
Redemption Account Any revenues received which are not otherwise
committed will be paid into this account. Funds
in it will be available to maintain required balances
in other accounts and to redeem bonds.

3. General Bond Reserve Account Will be maintained by the Authority for debt
service, if needed, for any bonds of the Authority
for which a deposit has been made in the account.
$31,743.60 of this issue will be immediately de-
posited in the account.



ANTICIPATED INCOME AVAILABLE FOR DEBT SERVICE

Gross Revenue:

Existing Dormitory of 120 students
the revenues of which are unpledged

120 X $490 $ 58,800

New Townhouses
480 X $490 235,200
$294,000
At 95% Occupancy } 95%
$279,300"
*2.15 times Estimated Net Avérage Annual Debt Service.
Operating Costs: )
Salaries $ 17,000
Benefits 1,200
Maintenance 35,000
Utilities 44,000
Insurance . 8,000
Administrative 9,600
Miscellaneous 5,740 $120,540
$158,760"

*1 .22 times Estimated Net Average Annual Debt Service.

NOTE: Operational and maintenance costs are not deductible by the College before debt service. The
projected net revenues shown in ‘2"’ above are only to demonstrate the Project’s feasibility.

v

ANTICIPATED AVERAGE NET ANNUAL DEBT SERVICE

$129,770 (after deduction of estimated $41,756 interest subsidy grant)



Following is a brief Summary of certain provisions of the Agreement and exhibits
thereto and the Grant Agreement. Reference is made to the respective documents summar-

ized for a complete statement of the terms and provisions thereof and the rights of the
Bondholders thereunder:

AGREEMENTS AND SECURITY

Agreement

The Authority and the College have entered into an Agreement dated October 31,
1972 (the “‘Agreement’’). Attached to the Agreement as exhibits are the forms, subject to
completion, of the Deed, the Lease, the Indenture, the General Bond Resolution and the
Series Resolution described below, as well as this Prospectus, a Financing Statement for
filing under the Uniform Commercial Code and a Schedule of Closing Documents. By the
Agreement, the College represents among other things that the Application previously
filed by the College and approved by the Authority is true and complete in all respects. In
the Application materials and in the Lease, the College represents, and the Authority has
found, that the College is a non-profit institution of higher education eligible for financial
assistance under Chapter 868, Minnesota Laws of 1971, that the Project is eligible for fi-
nancing under the Act, and that the College is nonsectarian and does not discriminate in'
its admission policies or programs on account of religion, race, color, creed or national origin.

The Agreement provides for the award of sale of the Project Bonds by the Authority,
in its discretion, provided the College concurs or does not object before the award is made;
‘the execution of the closing documents; the issuance and sale of additional parity lien bonds,
in the discretion of the Authority, if necessary to pay additional Project costs; for the com-
pletion of Project construction pursuant to construction contracts previously made by the
College as agent of the Authority, with approved changes, and for operation of the Project by
the College under the Lease and as agent of the Authority pursuant to the Act. Under the
Agreement, the College agrees to register or qualify the Bonds under the securities act of
any state other than Minnesota, or to cooperate in the registration or qualification, at the
request and expense of the underwriters. By the Agreement, the College assigns to the
Authority its interest in the Project construction contracts and also a security interest in
the gross revenues of the Project, the Leased Equipment and interest subsidy payments
from the United States under the Grant Agreement.

Grant Agreement

The United States of America, Department of Housing and Urban Development

(the “Government”’) has approved an interest subsidy grant on account of the Project and
~the Bonds. Prior to Bond delivery, a Grant Agreement will be entered into whereby the

Government will guarantee payment of the grant for so long as the Bonds are outstanding

or forty years, whichever is the lesser period, in an amount estimated to be $65,000 annually

or the difference between (1) the average annual debt service costs on the Bonds sold to

finance the Approved Project Cost as determined by the Government and (2) the average

annual debt service that would have resulted had the same Bonds been sold for par at an

interest rate of 3%, whichever is the lesser. The grant payments are to be made semiannually

by the Government following commencement of occupancy of the Project on or before
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the due date of semiannual debt service installments. The Government has the right tc
reduce the amount of the grant if the Approved Project Cost upon completion of the
Project is determined by the Government to be less than the estimated cost upon which
the stipulated amount of the grant was based. '

Under the Grant Agreement and the provisions and assignments made by the
College and the Authority in the Agreement, Lease, and Indenture, the grant payments
will be deposited directly with the Trustee into the Bond and Interest Sinking Fund
Account to be used only for debt service on the Bonds.

If the difference between the average annual debt service based on the actual
net interest cost on the Bonds and that based on an assumed rate of 3% is less than
$65,000, the annual grant amount will be less by an appropriate amount. On the other
hand, if the net interest rate on the Bonds is greater than the assumed market rate in the
Government’s formula, the Authority and the College intend to request that the grant
amount be increased accordingly. Assurances have been received from the Government
that any such request shall be seriously considered and that it is HUD policy to provide
a full grant for HUD supported loans if possible, contingent on available funds.

Deed

At or prior to closing, the College will execute, deliver and record a warranty deed
conveying the Project and site thereof, and appurtenant easements, to the Authority. At
closing, the final opinion of Messrs. Faegre and Benson, as counsel for the College, will
state among other things that title to the Project and site thereof is vested in the Authority,
subject only to the Lease and the Indenture and Permitted Encumbrances (as that term is
defined in the Lease and Indenture).

Lease

At or prior to closing, the Authority as lessor and the College as lessee will execute
and deliver a Lease, to be dated December 1, 1972, for a lease term expiring at the last
Bond maturity date. The Lease is intended to be a net lease of the Project, including the
Project building, site, and Leased Equipment, under which the College will pay as Base
Rent (Section 4.01) at the office of the Trustee a sum equal to principal and interest on
the Bonds plus amounts required to restore the Débt Service Reserve ($136,328) and to
create and maintain the Repair and Replacement Reserve ($10,000 annually, commencing
December 1, 1973, until reserve aggregates $50,000) and such amounts, if any, as
may be required to pay Bond principal or interest in certain cases of damage, destruction,
condemnation and other contingencies. In order to assure that such payments of Base Rent
will be paid when due, the College has agreed to deposit the gross revenues of the Project
with the Trustee each month until the required amounts shall be on deposit. The College
has also agreed to pay, as Additional Rent (Section 4.03) the annual fee of the Authority,
fees and expenses of the Trustee and paying agent, and any taxes, special assessments or
other governmental charges against the Project.
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At the conclusion of the Lease Term (Section 10.03), the College has the option
to repurchase the Project for a consideration of $500 provided that full payment of the
Bonds or provision for payment has been made as well as Additional Rent. During the
Lease Term, the College has the option to purchase unimproved parts of the Leased
Premises at the per acre value determined by an independent appraiser and upon the
further conditions provided by the Lease (Section 10.04), to remove or make substitutions
for Leased Equipment (Section 5.07), and to make Building improvements upon certain
conditions (Section 5.04). In the event of damage or destruction to the Building by fire,
or other casualty, the College has agreed to rebuild or repair the Building unless it exer-
cises its option not to repair or rebuild {if more than six months is required to complete
the restoration and return Project to normal use or if cost of restoration exceeds by more
than $100,000 the Net Proceeds of insurance) and to retire all the Bonds (Sections 6.01,
10.02) and similarly to replace or restore the Building in cases of partial condemnation
by eminent domain or to retire all the Bonds if all or substantially all the Project (as that
term is defined) or temporary use for more than six months is taken in the Proceeding
(Sections 6.02, 10.01), or if it cannot rebuild or repair. If as a result of change of law or
certain legal actions, the Lease becomes void or unenforceable or impossible of performance,
or if unreasonable burdens or excessive liabilities (including new taxes) are imposed, the
College is given the right to repurchase the Project by retiring all the Bonds (Section 10.02).
In such cases where the College has the right to retire the Bonds during the Lease Term,
and repurchases the Project, it must also pay all unpaid Additional Rent plus $250
(Section 10.02). Upon repurchase, the conveyance to the College will reserve a covenant and
condition that the College shall not use the property for sectarian purposes or discrim-
inate on account of race or religion in the use of the property (Section 10.05). If the
Net Proceeds of insurance or condemnation exceed $100,000, the Net Proceeds must
be deposited with the Trustee to be used for restoration or to retire the Bonds, as
appropriate (Sections 6.01, 6.02).

In the Lease, the College makes further covenants and agreements as indicated by .
the following Section headings:

(Article 111 Construction of the Project; Issuance of the Bonds)
3.01 Agreement to Construct the Building on the Leased Premises
3.03 Disbursements from the Construction Account

3.06 Institution Required to Pay Construction and Equipment Costs in Event
Construction Account Insufficient

3.08 Remedies to be Pursued Against Contractors and Subcontractors and Their
Sureties

(Article IV Rent, Prepayment)

4.05 Rent a General Obligation; Security Therefor



(Article V Use, Maintenance, Charges and Insurance)

5.01

- 5.03

5.05

5.09

5.10

5.13

5.14

5.15

Use of Leased Premises

Maintenance of Project by InstituAtion
Liens

Fire and Extended Cdverage Insurance
Boiler Insurance

Public Liability Insurance

Workmen’s Compensation Coverage

Performance Payment Bonds

(Article VII Special Covenants)

7.02

7.05

7.08

7.09

7.1

7.12

7.13

7.15

7.16

7.17

Institution to Maintain its Existence and Accreditation, Conditions
Under Which Exceptions Permitted

Annual Statement

Federal Income Tax Status

irstitution to Maihtain Furnishings and Movable Equipment
Against Discrimination

Institution to be Nonsectarian

Observe Regulations of the Authority and the State
Maintain List of Bondholders

Observance of Indenture Covenants and Terms

Observe Grant Agreement and Federal Regulations

in the event of default by the College, the Authority and Trustee may accelerate the due
date of all installments of Base Rent, may repossess the Project, may terminate the Lease
and operate and relet, holding the College liable for any deficiency, or pursue any other
legal remedies available {Sections 9.01, 9.02). The security interest in Leased Equipment
is subject to foreclosure under applicable provisions of the Uniform Commercial Code
(Section 9.07). In event of default, among other things, the College agrees to pay
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attorney’s fees and expenses (Section 9.04), to waive appraisement and similar rights

(Section 9.06), and to continue furnishing heat and utilities not otherwise available
(Section 9.09).

A short form of Lease will be executed and recorded in the real estate records
of the county where the Project is located, describing the property, length of term and
the College’s purchase options, incorporating by reference other provisions of the Lease
(Section 11.09). The full Lease will be kept on file at the offices of the Authority and
Trustee, available for inspection. :

Indenture

At or prior to closing, the Authority will execute, deliver and record a Mortgage
Trust Indenture, to be dated December 1, 1972, to Northwestern National Bank of
Minneapolis, as Trustee, to secure the Bonds. By the Granting Clauses, the Authority will
mortgage, pledge and assign to the Trustee a first lien on the Project land and buildings,
Leased Equipment, Grant Agreement, the Lease (except for the Authority’s rights to
Additional Rent), Project net revenues and Accounts funds and investments. Under the
Indenture and corresponding provisions of the Lease, except for capitalized interest and
debt service reserves, all Bond proceeds are to be deposited in the Construction Account
(Section 4.01), to be disbursed by the Trustee for Project cost payments or reimbursements
(Section 4.02), pursuant to certification of the Authorized Authority Representative, _
Authorized Institution Representative, and/or Project Supervisor, as specified (Section 4.03).

All revenues and income of the Project realized by the Authority must be deposited
in the Revenue Fund Account (Section 5.01) and applied in order to the Bond and Interest
‘Sinking Fund Account for Bond principal and interest (Section 5.02), to the Operation
and Maintenance Account to pay operating expenses if the College is in default under the
Lease (Section 5.03), to the Debt Service Reserve Account if necessary to restore the Debt
Service Reserve (Section 5.04), to the Repair and Replacement Reserve Account to create
and restore the Repair and Replacement Reserve (Section 5.05) and to the Redemption
Account to redeem or purchase outstanding Bonds if all other Account balances are in the
required amounts (Section 5.06). Funds in the Debt Service Reserve Account, Repair and
Replacement Reserve Account and Redemption Account are required to be used, if necessary,
to pay Bond principal and interest when due. Funds in those Accounts and the Bond and
Interest Sinking Fund Account may be invested (Section 5.07) in direct obligations of the
United States Government, certificates of deposit or time deposits secured by direct
obligations of the United States Government and in securities issued by the following
agencies of the United States: Banks for Cooperatives, Federal Home Loan Banks, Federal
Intermediate Credit Banks, Federal Land Banks and the Federal National Mortgage _
Association. Funds in the Construction Account may be temporarily invested (Section 4.04)
in direct obligations of the United States or certificates of deposit or time deposits secured
by such direct obligations. All investments will be limited as necessary as to amount or yield

under the arbitrage provisions of Section 103 (d) of the Internal Revenue Code and regulations
thereunder.
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In the Indenture, the Authority covenants to pay the Bonds from Project Revenues
and Income (Section 6.01), to pay lawful charges imposed on the Project (Section 6.05), to
complete and operate and maintain the Project (Sections 6.06, 6.07), not to sell or encumber
the Project (Section 6.09), to establish rental rates and regulations for Project operations
(Section 6.11), to maintain insurance (Sections 6.12 to 6.14), to repair and reconstruct in
event of damage or condemnation (Section 6.15), to maintain proper books and records
and submit an annual report to the Trustee (Section 6.17), and to observe those and all
other covenants and terms set forth in the Indenture and Bonds (Section 6.19). Under
the Act, however, and in the Indenture it is agreed that, the Authority has no obligation
to make any advance or payment or incur any expense-or liability from its general funds
in performing any of the conditions, covenants or requirements of the Indenture, from
any funds other than Revenues and Income of the Project or Bond proceeds or (to the
extent provided in the General Bond Resolution) from the General Bond Reserve Account;
and the Authority shall incur no liability for failure to perform any such conditions,
covenants and requirements for lack of funds provided the Authority shall have furnished
the Trustee a Certificate and an Opinion of Counsel (Section 6.19).

In event of default, as defined (Section 7.01), the Trustee is authorized to accelerate
the maturity of the Bonds (Section 7.02), sue to enforce the Indenture’s covenants in its
discretion or at direction of holders of 25% of the outstanding Bonds (Section 7.03), enter
and operate the Project (Sections 7.04, 7.05), obtain appointment of a receiver (Section 7.06)
and apply for a court order to hold a mortgage foreclosure sale (Section 7.07). Holders of a
majority in amount of outstanding Bonds have the right to direct the proceedings by the
Trustee, in accordance with law and the Indenture (Section 7.18) upon indemnifying the
Trustee (Sections 7.02, 7.19, 8.06), suits by Bondholders being limited unless the Trustee has
been requested and has failed to act (Section 7.19). Defaults (except payment of Bond prin-
cipal) may be waived, if all interest in arrears has been paid, upon approval of holders of 51%
of outstanding Bonds (Section 7.20). ‘

The Trustee has no responsibility to use its own funds under the Indenture (Sections
8.01, 8.04) but it and the Authority may make advances, at 8% (Section 8.12, Lease Section
9.05), which are given priority of payment. The responsibilities of the Trustee prior to a known
event of default are limited to express provisions of the Indenture, and at all times the Trustee
shall not be liable unless it acts negligently or in bad faith (Sections 8.01, 8.07). The Trustee
and its officers and directors are authorized to acquire and hold Bonds and otherwise deal with
the Authority or the College to the same extent as if it were not Trustee (Section 8.15). Pro-
vision is made for succession or replacement of the Trustee by another corporate Trustee with
a place of business in Minnesota and minimum capital and surplus of $1,000,000 (Section 8.16),
in event or merger (Section 8.17), resignation or removal by holders of a majority of outstanding
Bonds (Section 8.18) or, in event of disability, by the Authority or a court (Section 8.19).

Provisions are made for technical amendments of the Lease and the Indenture with

the consent of the Trustee (Sections 6.08, 11.01) and in other cases with the consent of the
holders of 65% of outstanding Bonds (Sections 6.08, 11.04), provided that the maturity
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1
(
dates, rates of interest, lien priority and equality cannot b%e changed without the consent
of all Bondholders. Additional Bonds can be issued, on a parity with the Bonds, if necessary

| .
to complete the Project or, with:the consent of the holder§ of 65% of outstanding Bonds, to

provide for Project improvements, alterations, repair or replacement (Section 2.10). Bond-

holder approval or action may be given in writing (Sectiori 9.01) or at a meeting (Section
9.04). :

|
General Bond Resolution; Series Resolution j
|
|

|

At its meeting held October 31, 1972, the Authority adopted a General Bond
Resolution establishing a General Bond Reserve Account in a qualified bank or banks
(2a) to provide additional security for the Authority’s bonds to be issued, from time to

time, including the Bonds (1). Under the General Bond Relxsolution there must be deposited

into the General Bond Reserve Account 20% of the probal‘ble net average annual debt

service requirements of each issue of bonds to be secured 113y the General Bond Reserve

Account (after deducting amounts of annual debt service t‘o be paid by the Government

\ .
under the Grant Agreement), together with the moneys received by the Authority as

consideration for the exercise of lease options, as other neﬁt proceeds of sale of Project
facilities, or as excess net revenues of Project operations ar‘pd certain other funds except

to the extent such moneys and funds are pledged to the Trustee under a particular indenture
or are otherwise restricted (2b). Such moneys may be inve}sted in authorized securities, but
limited as to amount and yield of investment so that none|of the outstanding bonds of

the Authority shall be deemed “‘arbitrage bonds’’ under the Internal Revenue Code (2c).
When an Institution has provided for the payment of its Bonds, it is entitled to a rebate

of its contributions to the General Bond Reserve Account}from Bond proceeds, together
with its share of investment earnings, less a proportionate charge for unrecovered advances
made to pay principal or interest on any bonds secured by1 the General Bond Reserve
Account (2e). In the event the funds and investments in tﬁe General Bond Reserve Account
exceed the amount of principal and interest secured by the Account to come due in any

|
year, the excess may be withdrawn and rebated to the Aut;hority and the Institutions (2f).

|

|

Whenever the principal of or interest on any bonds secured by the General Bond
Reserve Account (including the Bonds) shall become due, the Authority pledges to the
several trustees for the bondholders (including the Trusteé) that it will advance from the
General Bond Reserve Account amounts sufficient to pay }such principal and interest (2d).
For such purpose, principal becomes due only at its stated maturity date, whether or not
accelerated by call for redemption or event of default, unl‘L:ss the Authority determined,
in its discretion, to make the advance prior to the scheduled maturity date. All advances
bear interest and are given priority of payment (2d, Indenture Section 5.08, Lease Section
4.01). Neither the Trustee nor the Bondholders have any r!ight to possession or to direct
investment or to foreclose any security interest in the General Bond Reserve Account,
but only to require advances and observance of the covengmts of the General Bond Resolution
(2d). Accounting and other determinations by the Author‘ity are binding on the Institution,
Trustee and each Bondholder unless made unreasonably oL’ in bad faith or as a result of
mistake of fact or mathematical error (2g), including determinations made in a Series
Resolution as to the meeting of conditions precedent for the ratable pledge of the General
Bond Reserve Account to a series of Authority Bonds (3).
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The General Bond Resolution may be amended to <ure ambiguities or formal
defects or with the consent of the holders of 65% in amount of each series of Authority
bonds outstanding and secured by the Account (4). Special series Bonds may be issued
by the Authority, in its discretion, not secured or governed by the provisions of the
General Bond Resolution (5).

The Series Resolution, to be adopted when the sale of the Bonds is awarded, will
provide for the award, the execution and delivery of the Bonds and closing documents,
for the amount of Bond proceeds to be deposited with the Authority in the General Bond
Reserve Account (20% of the probable net average annual debt service requirement) and
with the Trustee in the Bond and Interest Sinking Fund Account for capitalized interest
and the Debt Service Reserve Account (80% of the probable net average annual debt
service requirement). It specifically pledges the General Bond Reserve Account to the
Bonds ratably with other bonds issued or which may be issued and makes the findings
required by the General Bond Resolution.
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THE COLLEGE

Bethel College was founded in 1905. It is a non-profit institution of higher education,
owned and operated by the Baptist General Conference, an Illinois non-profit corpo-
ration. Throughout this official statement, the Baptist Ger}reral Conference and Bethel
College are collectively called the ““College’ or “Institution”.

!
Originally located on a site in St. Paul, the College has novlv moved to a new 217 acre.
campus on the shores of Lake Valentine in Arden Hills.

The College is accredited by:

\
|
|
|
I
I
I
I
|

North Central Association of Colleges and Secondary Schools
i
American Association of University Women

American Association for Teacher Education

National Council for Accreditation of Teacher Educa&io’n

|
Its four-year course leads to a Bachelor of Arts Degree. ]
| .
Adjoining the College is Bethel Seminary. Although the Cofllege and Seminary are academi-
cally separate entities, each is owned by the Baptist Genertl Conference whose full faith
and credit, with that of the College, is placed behind this issue. So, while no specific direct
pledges are made of revenues or assets of the Seminary for‘ debt service of this issue, never-
- theless, as a part of the Conference, there is an indirect plédge of its revenues and assets.
Therefore, the audit reports shown in this prospectus of thjne operations of the College in-
clude the Seminary. Likewise, the following statement of facilities includes Seminary build-
ings. The enroliment figures shown later, though, do not irl‘lclu,de Seminary students. The
present academic buildings are said to be adequate for current enroliment. The addition of

4
administration and performing arts buildings will provide all of the facilities necessary to

meet projected enrollments. |

|
:
|

The College is currently continuing to operate its housing facilities on the old campus for
which it has loan commitments. It is its intention that these facilities will be disposed of,
their use discontinued and their indebtedness paid as nearlk/ concurrently with the opening
of new housing units on the new campus as possible. At thle present time the College has
only one 120-unit student housing facility on its new campus, although there is also housing
- for Seminary students. The units of the Project will only ir}\ part replace the capacity of

those on the old campus to be sold. It is now expected a slightly smaller similar project
will be needed next year.

HOUSING NEEDS
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INVENTORY OF EXISTING FACILITIES

New Campus

Construction Replacement
Seminary Facility Date Cost Cost Estimate
Academic Buildings (6) ’ 1965 $3,700,000 $6,600,000
" Apartments 1965 2,100,000 3,500,000
College Faéilities
Dormitory” 1966 ; 550,000 900,000
Academic Buildings (4) Current 6,250,000
Site Work |
Acquisition & Development 1965to0
Current 1,000,000
] $13,600,000

*Donated Anonymously.

The former St. Paul campus is now for sale at a price of $3,500;000.

The enroliments of the College, past, present and projected are:

Academic Year _ Students
1967-68 1061
1968-69 1086
1969-70 1092
1970-71 1173
1971-72 1112
1972-73 1160
1973-74" 1225
1974-75" 1250
1975-76" 1275
1976-77" 1325

*Projected

Current tuition is $1,800 for a nine-month term.

—18—



1
i
|
1
|
|
i
|
i
!
|
t
i
1
|
|
|
<
!
|
l
1
|
1
!

The following excerpts have been taken from the “Financia}xl Statement as of May 31,
1972 together with Auditors’ Report’ for the College and Seminary prepared by its
auditors, Arthur Andersen & Company, Minneapolis, Page NFmbers have been added to
correspond with this prospectus. | '
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ARTHUR ANDERSEN & Co.

MINNEAPOLIS, MINNESOTA

To the Board of Regents,

Bethel College and Seminary:

We have examined the balande sheet of BETHEL COLLEGE AND
SEMINARY (a department of The Baptist General Conference) as of
May 31, 1972 and 1971, and the related statements of changes in
fund balances, operating income and expenses and changes in financial
position for the yeérs then ended. Our examination was made in
accordance wilith generally accepted auditing standards, and
accordingly included such tests of the accounting records and
suech other auditing procedureé as we considered necessary in the

ecircumstances.,

| The College, like many'similar érganizafions, provides
no depreciation on its investments in buildings and equipment
which are recorded at cost. The property was financéd from borrowed
funds and contributions to the College and it is considered that any
future replacement of this property would also be financed in a

similar manner rather than from operations.

At May 31, 1972, the College had an investment of $3,022,455
in land, buildings and equipment at the 8t. Paul Campus. As discussed
in Note 2 1o the accompanying financial statements, present intentions
of the Board of Regents are to dispose of this property as part of

the move to the Arden Hills Campus. As discussed in the preceding
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paragraph, no depreclation has been provided on this property. The
ultimate amount whieh may be realized from disposal of this property

i1s not presently determinable.

In our opinion, gubject to the realization of the investment
iIn land, bulldings and equipment at the St. ?aul Campus, the
accompanying balance sheet and the statements of chénges in fund
balances, operating income and expenses and changes in finamcial
poslition present fairly the financial position of Bethel College
and Seminary as of May 31, 1972 and 1971, and the results of its
operations and changes in financilal positioh for the years then
ended, 1n conformity with generally accepted accounting principles
applied on a consistent basls, after giving retroactive effect to
the recording of* faculty salaries, as explained in.Note 3 to the

financial‘statements.

Our examination has been made primarily for the purpose
of forming the opinion stated above. The data contained in Exhibits
6 thrbugh 9 of this report, although not considered necessary for a
falr presentation of finanelal position and results of operations,
are presented as supplementary Information and have been subjectedb
to the audit procedures applied in the examination of the Dbasic
financial statements. In our opinlon, these data are fairly stated

in all material respects in relation to the basiec financial state-

ments, taken as a whole, C : - :;
. { »

ARTHUR ANDERSEN & CO,

21—
Minneapolis, Minnesota,

July 28, 1972.
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BETHEL COLLEGE AND SEMINARY

STATEMENT OF CHANGES IN FINANCIAL

POSITION

FOR THE YEARS ENDED MAY 31, 1972 AND 1971

EXHIBIT 4

1972 1971
WORKING CAPITAL WAS PROVIDED FROM: 2
Operations- ,
Excess of income over expenses $ 116,203 $279,267
Increase in reserve for market valuation - 60,448
Total from operations $ 116,203 $339,715
Increase in National Defense Student
Loan grants ' , : 59,215 56,207
Restricted contributions, gifts and
bequests received ' 854,229 420,656
Increase in long-term debt, net 5,610,161 -
Sale of securities, net - 66,306
Other 8,043 13,496
Total funds provided $6, 647 851 $896,380
WORKING CAPITAL WAS USED FOR:
Additions of property and equlpment net $3,412,522 $275,856
Purchases of securities, net 2,806,273 -
Increase in notes receivable from
students, net 67,711 83,562
Increase (decrease) in trust proceeds
receivable (20,116) 144,035
Fund raising expenses - 65,108
Adjustment to record faculty salaries (Note 3) - 179,862
Current restricted fund expenditures 53,670 56,157
Decrease in long-term debt, net - 81,684
Cancellation of student loans, bad debt, etc. 241 5,317
Total funds used $6,320,301 $891,581
INCREASE IN WORKING CAPITAL $ 327,550 % 4,799
WORKING CAPITAL CHANGES REPRESENTED BY:
1972 1971
Increase (decrease) in current assets-
Cash $ 170,547  $(95,441)
Accounts receivable 80,912 12,98¢
Inventories (7,694) (7,428)
Prepaild expenses 61865 1,258
$ 250,630 $(88,623)
(Increase) decrease in current liabilities-
Current maturities of long-term debt $ (4,642) ¢ (6,423)
Notes payable 365,426 247,507
Contractors and accounts payable (105,495) 39,058
Accrued interest expense (146,474) 15,303
Accrued faculty salaries (16 368) (204,850)
Student deposits and advance
registration fees (15,527) 2,827
$ 76,920 $ 93,.22
INCREASE IN WORKING CAPITAL $ 327,550 $ 4,799

The accompanying notes to financial

statéements

are an integral part of this statement
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'NOTES TO
FINANCIAL
STATEMENTS

| (1) Description of Funds-

Bethel College and Seminary segregates its funds and fund
transactions in the followling manner: .

Current and Plant Fund

Funds are derived from income received from
tultion, fees, unrestricted contributions,
income earned on endowment fund principal,
ete, All operating expenses of the College
are paid from these receipts. Educational
and administrative property of the College
are recorded in this fund, as are all
unexpended cash and securities which are to
be used for plant purposes.

Current Restricted Fund

Funds are derived from gifts made to the College
under the donors! stipulations that they be
used for speciflc purposes. The income from
this fund is +transferred to the Current and
Plant Fund.

Student Loan Funds

Funds are derived from gifts received by the
College under the donors' stipulation that
they be used for student loans and from
Federal grants received under the National
Defense Student Loan Program., As of May 31,
1972 the Student Loan Fund balance consisted
of National Defense Student Loan Program
($83,232) and the College and Seminary Loan
funds ($15,704).

Endowment Funds

Funds are derived from gifts made to the
College. The principal of these gifts 1s to
remain intact; the income is available for
current or restricted purposes, as designated
by the donor. ’ '

Agency Fund

This fund represents amounts held by the College
as agent or custodian for students and
organizations.
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NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(1) Description of Funds (continued)-

The College is also responsible for the administration and
management of the Bethel College and Seminary Gift Annuity
Plan and the Bethel College and Seminary Retirement Plan,
Separate financlal statements are prepared on the entities

Gift Annulty Plan

The Gi1ft Annulty Plan was established in May, 1963,
for the purpose of encouraging individuals to
make funds avallable to Bethel in return for
stipulated, periodic payments, subject to certain
terms and conditions, during their remaining
lifetime. The Baptist General Conference has’
guaranteed payment on all annuity certificates
1ssued,

At May 31, 1972, the face amount of annuilty
certificates outstanding was $252,454 and the
net assets were $256,700.

Retirement Plan

The Retlirement Plan was established September 1,
1959, for the purpose of providing retirement

,henefits for eligible employees of Bethel
College and Seminary. 1In 1966, this plan was
amended to provide retirement benefits for
other eliglible employees of The Baptist Ceneral
Conference,

Under the terms of the Plan, the College assumes
no liability for benefits payable and may
amend or terminate the Plan at any time. In
the event that the Plan is terminated, the excess
of fund assets over benefits 1s to be pa1d to
the College. 1If the fund assets are not
sufficient to cover specified benefits to
retirees, the benefits payable are to be prorated.

At September 1, 1971, the date of the latest
actuarial determination, the accrued benefits
of the Plan were approximately $1,319,996 and
the net assets were $1,772,851 at May 31, 1972,

(2) Accounting for Property and Equipment-

Depreciation Poliey:

Bethel College and Seminary , 11ke many other similar
institutions, provides no depreciation on its buildinss
and equipment, which for the most part, have been con-
structed or purcbased from berrowed Funds and
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NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(4) Long-Term Debt (Continued)-

Under the terms of the Bethel College and Seminary Dormitory
Bonds of 1956, the revenues from designated facilities are
pledged as collateral. The loan agreement provides that
the College and Seminary shall deposit $13,000 to a Bond
and Interest Sinking Fund account on or before Marech 15
and September 15 of each year. These deposits are to be-
made until such time as the accumulated funds are at least
equal to the current year's and the next succeeding two
years' debt service. Thereafter, the College shall deposit
funde sufficient to maintain funds required as set forth
above. All required payments were made during the year

~ended May 31, 1972,

The 8% Direct‘Obligation Notes were issued in February, 1972,
to obtain funds to continue the construction of the Arden
Hi1lls Campus. The notes were issued at a $300,000 discount,
which is being amortized over the term of the notes. Under
the terms of the 8% Direct Obligation Notes, the Baptist
General Conference has pledged on behalf of Bethel, a first
lien on tuition in an amount equal to the debt service on
the Notes. The agreement also provides that the net proceeds
(after payment of debt amounting to approximately $2,341,000
‘for which the St. Paul Campus is pledged as collateral) of
the sale of the St. Paul Campus (Note 2) will be applied as
payment on these Notes, :

All notes and the dormitory bonds have been signed by The
Baptlist General Conference, *

(5) Retirement Plan-

Bethel College and Seminary has a contributory pension plan
for all full-time salaried employees. Required contributions
by Bethel represent 6-1/2% of salaries. The total pension
expense for the years ended May 31, 1972 and 1971 was
$89,348 and $83,329 respectively. At May 31, 1972, all
accrued benefits were fully funded. -

(6) Bethel College and Seminary Devel opment Foﬁndation-

The Board of Regents established the Bethel College and
Seminary Development Foundation in June, 1971, to facilitate
the college's deferred gifts program. Gifts and other
transfers received by the Foundation are held under trust
agreements which stipulate the disposition of principal
and income. The assets of the trust are transferrable to
the College only upon satisfaction of trust provisions.

The Foundations reported assets totaling $796,752, including
investments, at market value, of $756,109 as of April 30,
1972. In addition, as of May 31, 1972, the Foundation had
borrowed $20,000 (for initial funding of the Foundation)
from the Bethel College and Seminary Retirement Plan. No
distributionscﬁ?principal or income were made to the College
during the year ended May 31, 1972,
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BETHEL COLLEGE AND SEMINARY

STATEMENT OF DORMITORY AND FACULTY HOUSING OPERATIONS
FOR THE YEAR ENDED MAY 31, 1972

College Dormitories

Center Eagle Falcon
Bodien Edgren Hagstrom Manor Manor Manor
RENTS RECEIVED ' $47,239 $49,684 $27,618 $12,494 $11,185 $11,633
EXPENSES:
Direct expenses-
Salaries and benefits "$11,335 $10,432 $ 8,770 $ 1,080 $ 1,136 $ 1,080
Utilities 9,797 8,019 3,913 2,385 2,293 2,350
Taxes and insurance 438 529 259 951 V693 649
Laundry rental - 1,515 - - - -
Renut - - - - - -
Other 307 325 167 184 486 239
Indirect expenses-
Allocated portion of-
Genecral and administrative
(Exhibit 9) 2,361 2,449 1,318 452 468 470
Plant operation and : .
maintenance (Exhibit 9) 15,471 15,909 6,889 1,664 1,593 1,542
Total expenses $39,709 $39,178 $21,316 $ 6,716 $ 6,669 $ 6,330
Excess of income over
expenses before -
mortgage interest $ 7,530 $10,506 $ 6,302 $ 5,778 $ 4,516 $ 5,303
MORTGAGE INTEREST 2,813 3,041 3,251 1,285 1,476 1,511
Net income - 1972 $ 4,717 $ 7,465 $ 3,051 $ 4,493 $ 3,040 $ 3,792
1971 $10,765  $10,864 $ 7,525 $ 6,069 % 4,554 % 3,874
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EXHIBIT 7

---------------------------- Seminary ' Total
Idaho -‘Pascal Village . New Faculty =  ===-e-c--cco-co-am-
Manor ~ Manor Other Apartments Dorm _ Housing 1972 1971
$11,882  $12,673 $ 2,465 $171,816 $38,736 $6,195 $403,620  $428,46°
$ 1,106 $ 1,096 % 600 $ 5,761 $ 7,557 $ - ¢ 49,953 ¢ 32,304
2,229 2,562 601 24,763 10,534 390 69,836 69,244
909 452 61 9,128 1,765 300 16,13 15,754
- - - 182 465 - 2,162 5,149
- - - - - - - 20,920
365 552 18 5,348 1,819 109 9,919 15,599
467 498 96 8,559 1,921 254 19,313 20,693
1,594 1,918 182 5,340 10,573 1,663 64,338 54,141
$ 6,670 $ 7,078 $ 1,558 $ 59,081 $34,634 $2,716 $231,655 $233,804
$ 5,212 $ 5,595 $ 907 $112,735 $ 4,102 2,479 $171,965  '$194,665
1,182 - 2,597 435 83,456 - 1,758 102,807 106,012
$ 4,030 $ 2,998 § 472 $ 29,279 $ 4,102 $1,721 $ 69,169
$ 4,026 $ 3,948  $(1,220) $ 33,805 $ 2,313 $1,630 $ 88,653

The accompanying notes to financial statements are an integral part of this statement.
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End of Audit Excerpts

The following ““Combined Balance Sheet” and “Combined Statement of Income and
Expense” for the year ended April 30, 1972 for the Baptist General Conference were
prepared by its Certified Public Accountant, Leo J. Brabenec, Page Numbers have been
added to correspond to this prospectus. . ’
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Baptist General Conference

COMBINED STATEMENT OF INCOME AND EXPENSE
For the year ended April 30, 1972

OPERATING INCOME

Bookstore sales .......................... $ 432,026
Subscriptions and periodicals .............. 287,098
Tuition income ................ccuunn... 2,015,705
Dormitory residences, dining halls,

and College bookstore sales ............. 1,107,395
Advertising income ...................... 20,472
Other income ........................... 21,495

TOTAL OPERATING INCOME e $3,884,191
DEDUCT: COST OF OPERATION ' :

Cost of sales—Harvest Publications ... ....$ 297,254
Printing and composition, artwork, ete.—

Harvest Publications ................... 410,211 .
Administration—Harvest Publications ... .. 116,269

College and Bible School operating costs ... 38,624,066
TOTAL COST OF OPERATION .... 4,447,800

$ (563,609)
OTHER INCOME

Contributions ........................... $3,352,299

Interest income ..................... ... .. 48,594
Miscellaneous income ..................... 54,194
TOTAL OTHER INCOME .......... ) 3,455,087
$2,891,478

OTHER EXPENDITURES

Advances to Fields and Missionaries ....... $1,488,308
Administrative expense ................... 717,208
v Scholarships granted ..................... 204,088

TOTAL OTHER EXPENDITURES. . 2,409,604

EXCESS OF INCOME OVER
EXPENSE «..oooivinenninnnnn . $ 481,874
NOTES:

Not included in the above income were re-
stricted contributions, gifts, and bequests
received by Bethel College and Seminary
which were credited directly to the Fund

Balances. $ 854,229
Mission: SHARE! operations are included in
the above statement as follows: Contribu-
tions in the amount of $807,611 and ad-

ministrative expense of $163,182.

Operations of Bethel College and Seminary
included above are for the fiscal year ended
May 31, 1972,

— End of ““Combined Balance Sheet”” and ““Combined Statement of Income and Expense
for the year ended April 30, 1972 for the Baptist General Conference. —
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PARITY BONDS

The Authority may issue additional Bonds to provide funds to complete the Project
which Bonds will be on a parity with this issue. In the event of such issuance additional
Base Rentals and related provisions will be required. Additional parity Bonds may also
be issued to provide for Project improvement, alteration, repair or replacement with
the consent of the holders of 65% of outstanding Bonds.

'REDEMPTION

Article 111 of the Mortgage Trust Indenture provides in part:

“Section 3.01 Redemption of Bonds. The Bonds shall be subject to redemption,
prior to maturity and at the option of the Authority as follows: '

Bonds maturing on or before June 1, 1987 are noncallable, except to the extent
and in the circumstances provided in Section 10.02 of the Lease or as provided in Section
6.15 hereof. Bonds maturing June 1, 1988 through June 1, 1997, inclusive, may be called
at the option of the Authority prior to the stated maturities thereof, in whole or in part
and in inverse chronological and numerical order, on any interest payment date on or after
June 1, 1987 upon at least thirty days’ prior notice, at the principal amount thereof, plus
accrued interest to the date of redemption. All Bonds are subject to redemption at par
and accrued interest on any interest payment date, as a whole but not in part, in case of
damage, destruction or taking of the Project to the extent provided in Section 6.15 hereof
and in case of the Institution’s exercise of its option to purchase pursuant to Section 10.02
of the Lease.

Notice of any such redemption shall be published in a financial journal at least
once, or shall be mailed, not more than sixty days nor less than thirty days before the date
fixed for such payment in the form provided by Section 3.02 and in the manner and to the
extent required by Section 3.03. Prior to the date fixed for redemption, funds shall be
deposited with the Trustee sufficient to pay the Bonds called and accrued interest thereon,
plus any premium required. Upon the happening of the above conditions, any Bonds thus
called shall not bear interest after the call date, and, except for the purpose of payment by
application of the funds so deposited, shall no longer be protected by the Indenture.”

Section 6.15 of the Mortgage Trust Indenture and Section 10.02 of the Lease provide
for redemption of all bonds at any time at par in the event of substantial damage or
damage to the facilities of the Project to the extent they are not operatable.
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REGISTRATION OF BONDS

These Bonds may be registered as to principal only, or as to both principal and
interest. If a Bond is registered as to both principal and interest it may be reconverted
into a Coupon Bond at the request and expense of the registered owner.

LEGAL OPINION

The issuance and sale of the Bonds shall be subject to the delivery of the approving
legal opinion of Messrs. Faegre & Benson as Bond Counsel to the Authority, the Institution,
the Trustee and the purchaser of the Bonds to the effects that (i) the Authority has auth-
ority under the Act to issue the Bonds, to acquire and lease the Project to the Institution
and to execute and deliver the Indenture to secure the Bonds, (ii) the Bonds, the Deed,
the Lease and the Indenture have been duly authorized by all necessary plroceedings and
duly executed and delivered, (iii) the Bonds, the Lease and the Indenture are valid and binding
instruments in accordance with their terms, (iv) the Indenture provides a valid and direct -
first mortgage lien on the Project subject only to the Lease and encumbrances permitted
by the Indenture, (v) the Grant Agreement is the valid and binding obligation of the
United States of America to provide interest subsidy on the Bonds and (vi) the interest
on the Project Bonds is exempt from Federal and Minnesota state income taxes (other than
Minnesota corporate franchise taxes measured by income) under present laws and rulings.

LITIGATION

The College reports that there is not litigation pending or threatened of which it
is aware which in its judgment would impair its right to enter into a Lease with the
Authority, or, the security of the Bonds.
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INFORMATIONAL MEETING

All firms interested in bidding on this issue are invited to attend an informational
meeting at the offices of the Minnesota Higher Education Facilities Authority,
278 Metro Square Building, Seventh and Robert, St. Paul, Minnesota, on Tuesday,
November 21, 1972, at 3:00 P.M. The Executive Director of the Authority,

Representatives of the College, Bond Counsel and the Fiscal Consultant will be
available to answer questions. ’
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