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No dealer, broker, salesman or other person hasbeen authorized by the issuer to give any
information or to make any representations with respect to the Bonds of this offering 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 the Issuer. Certain
information contained herein has been obtained from sources believed to be reliable, but it is
not guaranteed as to completeness and is not to be construed as a representation of said
Issuer. The information and expressions. of opinion herein are subject to change without
notice and neither the delivery of this Official Statement nor any sale made hereunder shall,

under any circumstances, create any implication that there has been no change in the affairs
of the Issuer since the date herecf.
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OFFICIAL NOTICE OF BOND SALE

$6,460,000
MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY
FIRST MORTGAGE REVENUE REFUNDING BONDS, SERIES 1975-1
(BETHEL COLLEGE) .

Bids will be received Tuesday, November 18 1975, 11:00 A. M., at the
Authority's Offices, Metro Square Bulldlng, St. Paul, Minnesota, for
award at 3:00 P.M. of the same day on ‘the following terms:

DATED AND INTEREST.PAYMENTS

The Bonds ﬁlll be dated December 1, 1975. Interest will be payable
April 1, 1976, and each October 1, and Aprll 1, thereafter.

TYPE AND PURPOSE’

The Bonds will be negotiable coupon, special obligations of the Authority,
payable solely, and only, out of Project revenues and other income,
charges and moneys to be produced and received, including rentals under
the Lease between the Authority and the College, 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 denominations of $5,000 each and may be registrable as to
principal, or principal and interest, according to the terms of the
Mortgage Trust Indenture relative to the Issue. The Bonds are being
issued to refinance outstanding debt of the College originally incurred
to construct academic buildings at the new Arden Hills Campus of the
College. : :

MATURITIES AND REDEMPTION

October 1 Amount .October 1 . Amount
1976 $ 20,000 1985 $ 290,000
1977 $ 150,000 . 1986 $ 320,000
1978 $ 160,000 1987 $ 340,000
1979 $ 180,000 1988 $ 370,000
1980 $ 200,000 1989 $ 400,000
1981 ~$ 210,000 1990 $ 440,000

1982 $ 230,000 1991 . $ 470,000
1983 '$ 250,000 - 1992 $ 510,000
1984 $ 270,000 1993 $ 550,000

1994 $1,100,000

At the option of the Issuer all Bends maturing October 1, 1989 through
October 1, 1994 shall be subject to prior: payment in inverse order of
serial numbers on October 1, 1988 and any interest payment date there-
after at a price of par and accrued interest, except that 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 prov1ded in the Mortgage Trust
Indenture and in case of the Institution's exercise of its option of
purchase pursuant to Section 10.02 of the Lease.
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CUSIP NUMBERS

If, within three working days after the award of the Bonds, the Purchaser
in writing requests that CUSIP identification numbers be printed on the
Bonds and agrees to be responsible for the CUSIP Service Bureau charge
for the assignment of said numbers, they will be printed on the Bonds,
but neither the failure to print such number on any Bond nor any error
with respect thereto shall constitute cause for failure or refusal by

the Purchaser to accept delivery of the Bonds.

PAYING AGENT AND TRUSTEE

The Paying Agent may be named by the Successful Bidder, subject to the
Authority's approval, which may be assumed unless the Bidder is notified
to the contrary within 48 hours after the Authority has received notice
of the Bidder's selection. The College will pay the charges of the
paying agent customarily made by it to similar users of its services.

An alternate paying agent may be named subject to the consent of the
Authority and provided that there shall be no addltlonal expense to the
Authority or the College by reason thereof.

Prior to the receipt of bids the College, wlth the consent of the Authority,

will name a trustee with whom the Authority will enter into a Mortgage
Trust Indenture relative to this issue. Upon request to the office of
the Authority's Executive Director, the name of the Trustee will be
available on or before November 10, 1975.

DELIVERY

Within 40 days after award, subject to the unqualified approving legal
opinion of Messrs. Faegre & Benson of Minneapolis, Minnesota and customary
closing papers, including a statement of non-litigation. Bond printing
and legal opinion will be paid fo¥ by the Issuer. Delivery will be at

a place of the Burchaser s choice. Payment must be made in Federal Funds,
or equivalent 1mmedlate1y available funds, on day of delivery. Legal
opinion will be printed on the Bonds.

TYPE.- OF BID

Sealed bids for not less than $6,260,000 plus accrued interest on the
entire principal amount of Bonds 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 $64,600 payable

to the order of the Minnesota ngher Education Facilities Authority, to

be retained as liquidated damage= if the bidder fails to comply with the
accepted bid.

All rates must be in integral multiples of 5/100th or 1/8th of 1%Z. All
Bonds of the same maturity must bear a single rate from date of issue to
- maturity. No rate of any maturity may be more than %% lower than the
highest rate carried by ahy of the preceding maturities. Additional
coupons may not be used. There ig no rate limit.
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AWARD

Award will be made on the basis of lowest dollar interest cost, determined
by the addition of any discount to or deduction of any premium from the
total interest on all Bonds from their date to their stated maturities.
The Issuer reserves the right.to reject any and all bids; to waive
informalities and to adjourn the sale.

Dated: October 22, 1975

BY ORDER OF THE MINNESOTA‘HIGHER
EDUCATION FACILITIES AUTHORITY

. /s/ Richard C. Hawk
Secretary




YEAR

1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1589 ,
1990
1991
1992
I
i

callable

1993 -
1994
AVERAGE MATURITY:
DATED:

INTEREST:

PRINCIPAL DUE:

REDEMPTION :

PRINCIPAL

20,000
150,000
160,000
180,000
200,000
210,000
230,000
250,000

$

$

$

$

$

$

$

$ ,
'$ 270,000
$ 290,000
$

$

$

$

$

$

$

$

$

320,000
340,000
370,000
400,000
440,000
470,000
510,000
550,000
1,100,000

CUMULATIVE
BOND YEARS BOND YEARS
16.6667 16.6667
275.0000 291.6667
453.3333 745.0000
690.0000 1435.0000
966.6667 ' 2401.6667
1225.0000 3626.6667
1571.6667 5198.3334
1958.3333 - 7156.6667
2385.0000 9541.6667
2851.6667 12393.3334
3466.6667 15860.0001
4023.3333 19883.3334
4748.3333 24631.6667
5533.3333 30165.0000
6526.6667 36691.6667
7441.6667 44133.3334
8585. 0000 52718.3334
9808.3333 62526.6667
20716.6667 ° 83243.3334
12.89 Years

December 1, 1975

April 1, 1976, and each October 1,
and ‘April 1, to maturity.

‘October -1, 1976-94, inclusive.’

At the option of the Issuer all Bonds
maturing October 1, 1989 through

" October ‘1, 1994 shall be subject to

prior payment in inverse order of
serial numbers on October 1, 1988 and
any interest payment date thereafter at
a price of par and accrued interest,
except that 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 the

Mortgage Trust Indenture and in case

* of the Institution's exercise of its

option @j purchase pursuant to Section
10.02 of the Lease. -
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Further information concerning the Issue may be obtained from:

NOTE:

General

The College

Legal

Dr. Joseph E. LaBelle, Executive Director
of the Authority

Suite 278, Metro Square Building

St. Paul, Minnestoa 55101

612/296—4690

Osmon R.' Springsted, Fiscal Consultant
Springsted Incorporated

813 Osborn Building

St. Paul, Minnesota 55102

612/227-8318

David A. Lissner

Director of Community Affairs
Bethel College

3900 Bethel Drive

St. Paul, Minnesota 55112
612/641~ 6238 :

John S. Holten, Bond Counsel

Faegre & Benson

1300 Northwestern National Bank Building
Minneapolis, Minnesota 55402
612/338~7571

Upon request to Mr. Lissner the College will furnlsh a 1;st
of its contributers and 'alummni.
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Dated:

Interest:

Due?
Bond Years:

Redemption:

Discount:

Rates:

Rate Limit:

SUMMARY OF BOND TERMS

Decembef 1, 1975

April 1, 1976 and each October 1, and April 1
thereafter.

October 1, 1976-1994
83,243.3334

All Bondé‘matnring October 1, 1989 through
October 1, 1994 shall be subject to prior

" payment in inverse order of serial numbers on

.October 1, 1988 and any interest payment date
thereafter at par.

($200,000) Bids must be for not less than
$6,260,000. Additional coupons will not be
accepted. ;

Rates must be in integral multiples of 5/100th
or 1/8th of 1%. No rate of any maturity may
be more than one-half of 1% lower than the
highest rate carried by any of the preceding
maturities.

There is noirate limit.
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DEFINITION OF TERMS AS USED IN THIS OFFICTAL STATEMENT

Lessor

Authority }
Issuer

College
Institution
School
Lessee

Conference 7
BGC :

Issue and Bonds

The Minnésqta-Higher Education Facilities
Authority

When capitalized, Bethei_College and where
appropriate also the :Baptist General
Gonference

The Baptist Géﬁeral Coﬁferengé and where
appropriate also Bethel College.

}Wﬁen_capitalized the $6;460,000 Minnesota -

Higher Education Facilities Authority First
Mortgage Revenue Bonds, Series 1975-1 (Bethel
College). . '




THE AUTHORITY

The Minnesota Higher Education Facilities Authority was created by
Chapter 868, Laws of Minnesota, 1971 (Sections 136A.25 - 136A.42,
Minnesota Statutes 1974), for the purpose of assisting institutions

of higher education of the State in the construction and financing

of projects. The Authority consists of six members appointed by the
Governor with the advice and consdent of the Senate and a seventh
member who is the Executive Director of the Minnesota Higher Education

Coordinating Commission and who is designated as the Secretary of the
Authority. :

Originally the Authority was given power to issue revenue bonds in a
total amount not to exceed $45 million. The 1973 Legislature increased
this limit to an aggregate of $62 million of principal outstanding at
any time. Bonds issued by the Authority can be payable only from the
rentals, revenues and other income, charges and moneys pledged for their
payment. They do not in any manner represent or constitute a debt or
pledge of the faith and credit of the State of Minnesota.

By the provisions of Chapter 868, Laws of Minnesota, 1971 "....neither
the Authority nor its agent shall be requiited to pay any taxes or
assessments upon or in respect of a project or any property acquired or
used by the Authority or its agent under the prov131ons of this aet or
upon the income therefrom..."

Educational institutions of the State 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 an institution is
sponsored by a religious denomination does not of itself make the
institution sectarian. Application to the Authority is voluntary.

The scope of projects for which the Authority may issue bonds is broad,
including buildings or facilities for use as student housing, academic
buildings, parking facilities and other structures or facilities required
or useful for the instruction of students, or conducting of research, in
the cperation of an institution of higher education.

A project for which bonds are issued by the Authority becomes the property
of the Authority - as long as bonds of the Authority issued for the -
project remain outstanding. Thereafter they may be subject to repurchase
options. The project is leased by the Authority to the institution for
operation. The revenues which are the primary security for the bonds are
provided according to the terms of the lease between the Authority and the
institution. Prior to delivery of an issue the Authority enters into a
mortgage trust indenture with a trustee who administers the funds which
are the security for the payment of the bonds, except the funds of the
General Bond Reserve Account. These are under the supervision of the
Authority. .

While the Authority retains broéd'pow?rs to oversee planning and
construction, it is current policy to permit the institution almost
complete discretion with respect fo these matters.

~
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In Minnesota Higher Education Faéilities Authority v. Hawk, filed August .
8, 1975, the Minnesota Supreme Court affirmed the constitutiomality of
the issuance of tax exempt bonds by the Authority to refinance debts

. incurred by Minnesota private colleges in the construction of facilities

used solely for nonsectarian educational purposes. The Court held that

. the proposed issues of refunding Bonds for Bethel College, St. Marys

College, and the College of Saint Teresa would not be an institutional
aid to religion and would not be. an improper use of public funds.

The Authority is financed solely from fees paid by the institutions for
whom bonds are issued. At the time of issuance, and usually from bond
proceeds, the Authority is paid one-third of one percent of the principal
amount of the issue. Thereafter, commencing as of the date of issue and
payable in advance, the Authority receives an annual fee of one-eighth

of one percent of the original principal amount of the bonds for their
original term so long as .any of the bonds axe outstanding.

The staff of the Authority con31sts of its Executlve Dlrector, Dr.

‘Joseph E. LaBelle and one secretary.

Bond issuance costs, including‘fées of bond counsel, the fiscal consultant
and trustee are paid by the institution., The fees of bond counsel and
the fiscal consultant also usually come from bond proceeds.

As a general policy the Authorlqy requires . that the proceeds of the
bonds include a sum equal to approximately one year's debt service,
after deduction of any interest subsidy grants, for the creation of debt
service reserves. Of this sum 80% is deposited with the trustee in a
series reserve account; the remaining 20% is deposited by the Authority
in the General Bond Reserve Ac¢ount pledged to the payment of all bonds
issued by the Authority for which such a deposit has been made. (See
General Bond Resolution, Appendix VI).

»

' The fees of the Authority which are applicable to this Issue are:

‘Initial fee payable at time of settlement

(1/3 of 1%) $13,333

Annual fee commencing as of time of settlement
(1/8 of 1%) “ $ 5,000%
$18,333

To date, exclusive of this Issue, the‘Authority has issued sixteen series
of Bonds in the aggregate amount of $30,220,000.

*This amount shall be payable to the date of final maturity even though
the Issue may be redeemed, wholly or in part, prior to that time.

-10--




PURPOSE OF THE ISSUE

$5,485,877 of the proceeds of this Issue, plus accrued interest, but
less such amount, if any, bid as a discount, together with other funds
to be furnished by the College, . &t .thé time of settlement of this Issue,
will be used to fully repay the outstanding 8%, $6,000,000 Direct
Obligation Notes 1ssued by the Baptist General Conference February 7,
1972 to the Boatmén's National Bank of St. Louis to provide funds for
the construction of four academic¢ buildings on the College's new Arden
Hills campus. While the total construction cost, exclusive of equipment

‘and furnishings was $7,623,000 the additional $1,623,000 was provided by

the College from other than borrowed funds.

The proceeds of this Issue will be used only to refund that part of the
proceeds of the said notes used for the construction of the buildings
known as the (i) Library and Food Service - Building E, (ii) Cultural
Arts - Building D, and (iii) Académic Classroom Building B. They will
not be used to reflnance any of the construction cost of the Field House
since that building is used for religious purposes.

The notes to be refunded are due February 7, 1976. At the clodging of
this Issue the College will deposit with the Boatmen's National Bank of

St. Louis such amount as together with Bond Proceeds of $5,485,877, plus

accrued interest,but less such amount, if any, bid as a dlscoung.ls
necessary to pay $6,000,000 of principal and $240,000 of interest due

-February 7, 1976.

The use of the balance of the proceeds of the Issue w1ll be as set out
on the following page.

&
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BOND PROCEEDS USE

Bond proceeds are expected to be expended as follows:

Refunding of outstandlng $6 OOO 000 notes $5,485,877*
Capitalized Interest 200,000
Reserve:

Series o $552,000

, General . 138,000 690,000

Fees: c .

Authority .. § 29,516

Bond Counsel (est.) ] _ 0 22,000%%

Fiscal Consultant (est.) -11,550

Other (esti) . : 21,057 84,123
Issue . - o : - $6,460,000

" *This will be increased by accrued interest but reduced by the amount

of discount, if any, bid for the Bonds.
**This includes an undetermined proportionate share for the litigation
re legality of issuance of bonds by the Authority for refunding.

NOTE: The fees shown above for -the Authority, Bond Counsel and
Financial Advisor are expected to be provided from Bond
proceeds, except that the College has given the Authority
an Indemnity Agreement»by which it has agreed that its
application fee of $1,000 shall become the property of
the Authority whether or not the Procject shall be financed
and the College has further agreed to pay the reasonable fees
and expenses of the Authority's fiscal consultants and bond
counsel and to pay any out-of-pocket expenses incurred by the
Authority's staff on account of the Project whether or not
the Project is financed.

The sum of $552,000 will be taken from Bond proceeds at settlement and
will be deposited by the trustee in a Series Reserve Account which

shall be available only to the holders of this Issue. At the same time
and also from Bond proceeds the sum of $138,000 will be paid to the
Authority to be deposited in the General Bond Reserve Account adminis-
tered by the Authority This Reservye” is security for all currently out-

- gtanding bonds issued by the Authorlty for these Bonds when issued as

well as any future bonds issued by the Authority for which a contribution
is made to the General Bond Reserve Account. To date the following
conttibutions have been made to the General Bond Reserve Account:
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Original

. Amount

$2,200,000
$1,935,000
$ 595,000
$ 520,000
$1,030,000
$1,610,000
$8,450,000
$1,600,000

$ 340,000

$ 370,000

$ 800,000

$2,280,000
$ 690,000
$1,450,000
$4,000,000

$2,350,000

$6,460,000

$36,680,000

Issue .

First Mortgage Revenue Bonds, Series
(Augsburg College):

First Mortgage Revenue Bonds, Series
(Bethel College)

First Mortgage Revenue Bonds, Series
(8t. Mary's College)

First Mortgage Revenue Bonds, Series
(College of St, Scholastica, Inc.)
First Mortgage Revenue Bonds, Series
(Gustavus Adolphus College)

First Mortgage Revenue Bonds, Series

(College of Saint Bemedict)'-
First Mortgage Revenue Bonds, Series

(The Minneapolis Society of Fine Arts)
I

First Mortgage Revenue Bonds, Series
(Augsburg College)
First Mortgage Revenue Bonds, Series

A

B

c

D

E

F

G

H

(College of Saint Seholastica, Inc.) '

First Mortgage Revenue Bonds, Series
(College of Saint Benedict)-
First Mortgage Revenue Bonds, Series
(College of St. Thomas)’
First Mortgage Revenue Bonds, Series
(St. Mary's Junior College)
First Mortgage Revenue Bonds, Series
(College of Saint Catherine)
First Mortgage Revenue Bonds, Series
(College of Saint Benedict)
First Mortgage;Revenue'Bonds, Series
(Carleton College)-
First Mortgage Revenue Bonds, Series
(College of St. Olaf)

* Sub-total

Earnings: (as of 10/31/75)

This Issue:
Total

13-

J

General Bond Final
Reserve Maturity
$ 31,743.60 2012
34,082.00 1997
9,000.00 1998
 8,643.40 1997
19,308.00 1993
21,304.00 1998
220,000.00 1984
30,000.00 1995
6,000. 00 1999
7,000.00 2002
14,000.00 1994
47,667.70 1994
12,000.00 1996
28,000.00 1994
80,000.00 2000
53,425.83 1989
$622,174.53
~63,032.64
138,000.00 1994

—
$823,207,17
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ESTIMATED GENERAL BOND RESERVE COMPARISON

WITH TOTAL DEBT SERVICE REQUIREMENTS OF

ALL AUTHORITY BONDS?AND\REMAINING PRINCIPAL

Authority

Coverage
Estimated By
Calendar General Bond Total General Bond
Year Reserve Debt Service~ = Reserve
1975 . § 810,563.31 $ 1,390,753.13 0.583 times
1976 : 859,197.10 3,463,791.68 0.248
1977 910,748.92 3,822,600.00 “0.238
1978 965,393.91 - 3,792,722.50 0.255
1979 - 1,023,317.54 -3,739,657,50 0.274
1980 1,084,716.59 3,698,495.00 0.293
1981 1,149,799.60 3,683,155.00 - 0.312
1982 1,218,787.57 3,696,275.00 0.330
1983 1,291,914.64 4,721,267.50 0.274
1984 951,803.83 2,506,627.50 0.380
1985 1,008,912.06 2,501,065.00 ’ 0.403
1986 1,069,446.78 2,505,835.00 0.427
1987 1,133,613.58 2,509,540500 0.452
1988 1,201,630.39 - 2,526,718.75 0.476
1989 1,273,728.23 2,851,626.25 0.447
1930 1,222,113.80 2,280,962.50 0.536
1991 1,295,440.61 2,258,025.00 0.574
1992 1,373,167.04 -+ 2,268,892.506 -  0.605
1993 1,455,557.05 2,281,447:50 - 0.638
1994 1,477,251.65 3,051,3k2,50 ' 0.484
1995 833,033.90 1,126,77 ?00’ 0.739
1996 774,909.82 972,705@00 0.797
1997 .778,161.97 868,845,100 0.896
© 1998 632,690. 39 . 609,010.00 1.039
1999 532,788.40 489,320.00 1.089
2000 537,458.72 4,463;257;504U_ 0.120
2001 205,755.59 182,729;00 . 1,126
2002 218,100.93 211,820,00 1.030
2003 193,258.26 153, 600,00 1.258
2004 204,853.76 158,840&00 1.290
2005 217,144.99 158,520.00 1.370
2006 230,173.70 157,920..00 1,458
2007 243,984.12 162,041 00 1.506
2008 258,623.17 165,600.00 1.562
2009 . 274,140.56 168,600,100 1.626
2010 290,588.99 171,048,00 1.699
2011 308,024.33 172,920;00 1,781
2012 326,505.80 ‘VIZA,Z@HjOO 15874
$70,118,537.31

<14

Remaining
.Principal

Percentage
That .
General Bend
Reserve
is to
Remaining

(000 omitted) Primcipal

$36,625
36,500
35,390
33,935
32,415
30,850
29,225
27,510
25,670

22,685

21,720
20,695
19,595
18,415
17,135
15,440
14,200
12,895
11,485
9,960
7.550
6,895
,6’36,0
5,895
5,670
5,555
1,460 .
1,360
1,225
1,140
1,045
945
840
725
600
465
320
165

2.217%
2.35
2.57
2.84
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10.565
12.67
14.83
11.03
11.24
12.24
16.73 .
9.40
9.68
14.09
16.04
15.78
17.97
20.78
24.36
29.05
35.67
45.69
62.49
96.26
197.88




1The amount of the estimated reserve has been computed as follows:
The principal contributions to the General Bond Reserve of each issue
have been added to the total Reserve balance as of the year they
were made. Interest at the rate of 6% per annum on the entire
balance, including interest, has been then added as of the end of
each calendar year to produce the amgunt shown for the respective
years as the sum of the Reserve at the beginning of the years As
of the end of the year of the final principal payment date of each
issue the amount of the Reserve contributed for the issue, plus 6%
per annum compounded on that amount from the year of the issue to
the end of the year in which the final payment is to be made, has
been deducted. Investments of the General Bond Reserve have to
date been short-term. The actual rate of return cannot be predicted;
the 6% has only been assumed.

. 2rt has been assumed that the issue of the Minneapolis Society of Fine
Arts will be retired on the schedule of $800,000 - 1976; $900,000 -1977-
80; $950,000 - 1981; $1,000,000 - 1982; and $2,100,000 - 1983, although
the issue is not due until August 1, 1984. The foregoing schedule is
that required if funds are available. No other prepayments of any issues
have been assumed. The debt shown is that which will fall due for all
issues January 1, or after, of each calendar year. This Issue has been °
included in these computations. Debt service has been estimated on the
basis of a rate of 8.00% for.this Lssue. Ji - - .

3fhe. amount of principal remaining is the amount outstanding as of January
1, of each year, assuming no brepayments and the schedule of payments
described in note 2 above for the beonds of the Minneapolis Society of
Fine Arts. :

4The 54,000,000 Series‘q.issue for Carleton:College“is a Term Issue due
in 2000. The Issue is collateralized at 110% of its outstanding principal.

/
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THE COLLEGE

GENERAL INFORMATION

Bethel, whose beginning was in Chicagb in 1871, is a non-profit, co-
educational, residential, four-year, llberal arts college located in the
City of Arden Hills, a northern suwburb of St. Paul. It is owned and
operated by the Baptist General Conference. (See page 26).

The College is accredited by the North Central Association of Colleges
and Secondary Schools, the American Association of University Women, the
American Association for Teacher Education and the National Council for
Accreditation of Teacher Education. The College is a member of the
Christian College Consortium, :

In 1972 the College moved from its former campus in St. Paul to a new

168 acre site, exclusive of 62-acre Lake Valentine on the campus, in
Arden Hills. However, at its St. Paul campus it is continuing to use

its three dormitories to house 405 students, and also the gymnasium there
as a student center for these students.

Of its full-time equivalent teachingfstaff of 80 about 55 percent have
earned doctorates while another 12% are Ph.D. candidates,

In its Learning Resource Centerntﬁe College has a large media center
including an 85,000 volume library.

Bethel offers the Bachelor of Arts‘degree;

For the 1974-75 school year 53% of its full-time student body was female
and 47%Z male. While about 50% of its students were from Minnesota and
11Z from Illinois, a total of 36 states and 18 foreign countries were
represented.

The College received national regognition in May of this year when it
was the subject of a front page feature article of the Wall Street Journal

in which the reporter, Roger Rickles, wrote '...Bethel and many colleges
like it are actually thriving as never before. Often reacting to the
permissiveness elsewhere thousands of students today are seeking out the
religious commitment and wholesome living these institutions stress."

Bethel College is nonsectarian and does not discriminate on account of
religion, race, national origin, .color, or sexism in admissions, employ-
ment or curriculum requirements. (Chapel attendance is voluntary.

ENROLLMENTS

The enrollments of full-time studenis for the College only) as of the
commencement of the Fall Term have been.

S =16+




Year Number
1967 . 1,061
1968 1,086
1969 . 1,092
1970 - ; 1,173
1671 1,112
1972 . 1,160
1973 1,274
1974 : 1,472
1975 ; 1,629

The College has not adopted a definite enrollment goal or limit although
the Board of Regents has adopted the guideline that Bethel shall remain
relatively small and not grow beyond approximately 1,800. . Present
expectations of College officials are that there will be a growth of
about 35 students each year during the next five years. The constraints
of facilities are expected to determine in large measure the amount and
rate of growth.

bFor the school year 1974-75 the College received 945 new applications,
accepted 835 and registered 535. In March of this year recruitment
efforts for new students for the year 1975-76 were stopped.

About one-half of the students come from the Baptist Gemeral Conference
which has an estimated potential of college students in excess of the
current enroliment of the College.

FEES

For the current school year tuition is $2,340 and room rates are $475

for residents on the Arden Hills Campus and $350 on the old campys in

St. Paul. Students on the Arden.Hills Campus are required to purchase a
minimum of $225 of food cards for each of the two terms althoigh the
College estimates a yearly food cost of about $600. The total then for
an Arden Hills student is about $3,415 exclusive of transportation and
personal necessities. According to a 1975 survey of the Minnesota Higher
Education Facilities Authorlty the charges of Bethel College are in the
lowest quartile.

PRESIDENT

Dr. Carl H. Lundquist, 58, has been the president of Bethel since 1953.

He received his B.A. from Sioux Falls College in 1939, the Bachelor of
Divinity from Bethel Theological Seminary in 1943, the Master of Theology
from Eastern Baptist Theological Seminary in 1946, the Doctor of Divinity

in 1957 and the Doctor of Theology in 1960 from Northern Baptist Theological
Seminary.

His activities include:
"Board of Directors, Baptlst’Hospitai ‘Fund
Member of the Junior College Task Force for the City of St. Paul
Member of the Commission on: Racial Imbalance and Discriminations
of the Minnesota Department of Education
President of the Minnesota Prlvate College Fund (1970-71)
Member of Pi Kappa Delta

S



BOARD OF REGENTS

The Board of Regents has responsibility for administration of Bethel
College and Seminary. It also has primary responsibilityffor financial
and property matters of Bethel College and Seminary, subject to review
by the Board of Trustees of the Conference.

Executive Committee

John F. Anderson, Chairman
Everett Nyman, Vice Chairman
Curtis J. Englund, Secretary

Austin Chapman, Treasurer

Term expires in 1976

Violet Bergquist, Coordlnator of Student Teaching,

University of Illinois, Chicago Campus, Chicago, IllanlS
J. Leonard Carroll, Pastor, Calvary Baptist Church,

St. Cloud, Minnesota
John Hasselblad President, Van Schaak Company, Denver, Colorado

Term expires in 1977

William C. Conrad, Ophthalmologist,
Boulder, Colorado

Curtis J. Englund, Treasurer, Central Maehlne Corp.,
Minneapolis, Minnesota

Everett Nyman, President, Prescrlptlon Shop, Inc.,
Minneapolis, Minnesota

Term expires in 1978

John F. Anderson, Pastor, Central Baptist Church,
St. Paul, Minnesota

Austin Chapman, President, Northland Mortgage Company,
Minneapolis, Mlnnesota

James Lemon, Vice President of Marketing of Scripture Press,
Geneva, Illinois

Term expires in 1979

Howard Carlson, Executive Secretary, sw Conference,
Hacienda Heights, CA.

Robert Freeman, President, Pac1fib Reslns & Chemicals, Inc. K
Tacoma, Washington o

Garvin McGettrick, Pastor, Mt, Pleasant Baptist Church
Vancouver, B.C.
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Term expires in 1980

S. Bruce Fleming, Pastor, Bethlehem Baptist Church,
Minneapolis, Minnesota »

Donald Goss, Attorney, San Diego; California

Beverly Thompson, Homemaker, St. ‘Paul, Minnesota

BETHEL - SEMINARY

#
Bethel Seminary is adjacent to the Arden Hills Campus of the College
but is a separate and distinct institution. None of its enrollments
‘have been included in those herein stated for the College. Both the.
Seminary and the College are owned by the Baptist General Conference
whose full faith and credit will be pledged for these Bonds, consequently
the:assets of the Seminary, although not a part of mortgaged security
for the Bonds, are nevertheless a part of the assets of the Conference
which will be liable for debt service of the Issue. For this reason the

following statement of land, building and equipment assets include both
those of the College and Seminary.

LAND AND BUTLDINGS ASSETS

Item ‘ ' Acquired Market Valuel
Seminary Housing '

Apartments (5 buildings) ' 1967-68 $2,777,923
Town House Complex

(14 buildings) S 1972 - $1,752,349 -
Seminary Administration

Building ) ' 1965 - $ 457,777
Seminary Chapel 1969 $ 496,013
Seminary Academic Classrooms

Building ' - 1965 $ 370,984
Seminary Gymnasium 1965 $§ 425,921
Seminary Library 1965 $ 542,677

Seminary Student Center and
Food Service . '
Building 1969 $§ 387,049

New Dormitory2 1968 $ 924,735
Academic Classroom .
Building B2 ‘ 1972 $1,921,018
~19-
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Item - Acquired Market Valuel

Cultural Arts

Building p2 - 1972 $ 1,545,059
Library and Food Service - .

Building EZ o 1972 $ 2,666,634
Field House | : L

Building F : 1972—73 $ 1,779,446
Electric Switch House : $ 50,755
Total Buildings > g " $16,098,341
Land Improvements ‘ 13 - 145,882
Land R . _ $ 2,950,000

Total Market Value:of Bﬁildings, K
Land and Land Improvements v ' $19,200,000

lReported by Marshall and Stevens: Incorporated as of June 1, 1975
who used the estimated depreciated cost of the improvement as its
primary method of valuation and defined "Fair Market Value" as being:
"The price which a property will bring 1f exposed for sale in the

 open market, with a reasonable time allowed to find a purchaser, both
buyer and seller having knowledge of the ‘uses and purposes to which
it is adapted and for which it is capable of being used, the seller
belng willing, but not compelled to sell and the buyer being willing
but not compelled to buy."”

2There will be a first lien mortgage on these buildings , as Security
for these ‘Bonds .
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As of May 31, 1975 Bethel had an undepreciated investment of $1,892,554
in land, buildings and equipment at the St. Paul Cammpus. The College is
seeking to sell this property and is asking $3.5 million for it but does
not presently have a known prospect. The academic buildings were rented
for a time to Independent School District 621 but are now empty. However,
as stated previously the three dormitories and the gymnasium (used as a
student center) are being used by the College. If enrollments should
continue to increase the possibility of again using the entire campus is
an option being considered by the College. ’ ’

LONG TERM DEBT

As of May 31, 1975 the College had a total principal sum of $10,157,810
of notes payable and long-term debt outstanding as set out in Note 3,
Notes to Financial Statements, of the audit for the fiscal year ending
May 31, 1975. (See Appendix I). Of this sum $6,000,000 will be refunded
from the proceeds of this Issue together ‘with other funds.

At May 31, 1975, the College also had unsecured demand notes payable to
a bank in the amount of $400,000. The tokal debt of the -College at that
date ($10,557,810) is included in the debt of the Baptist General '
Conference, which is shown on page 29 as $6,939,093 (notes payable
current) and $5,078,584 (mortgages and bonds-non-current).

The Farmers' & Mechanics Savings Bank of Minneapolis now has a first
lien mortgage on all of the land and buildings of the Arden Hills and
St. Paul Campuses, except the town house complex described in ‘the
previous section titled Land and Bﬁilding’Assets herein and two of the
dormitories on the St. Paul campts. The College has been advised in the
event it sells the St. Paul Campus the Farmers' & Mechanics Bank will
release that property upon payment of $600,000. Prior to delivery of
these Bonds the said bank will release all of the property of the
Project described in the Lease (Appendix IIT) and the dormitory referred
to as the "New Dormitory" in the section titled Land and Building Assets
(page 19) of this Official Statement as well as approximately 30 acres
of the Arden Hills Campus, including the land upon which the buildings
released are situated. ‘ ' :

In addition to funds on hand the College expects to supplement the
proceeds of this Issue for the refunding by executing a demand note to
the Midway National Bank of St. Paul for $500,000 expected to be payable
in semiannual installments commencing on or about September 23, 1976
and continuing to, and including, September 23, 1979. Interest will be
at a rate of 17 over prime. -

Followiﬁg is a schedule of payments of the College's current and projected
long-term debt: 5
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BAPTIST GENERAL CONFERENCE

The Baptist General Conference, an Illinois non-profit corporation,
owns Bethel College and Bethel Seminary. It also controls Vancouver
Bible Institute at Surrey, British Columbia, which is a non-profit
corporation.

The Baptist General Conference (BGC) is a confederation of over 700
Baptist churches throughout the United States and Canada having a member-
ship in excess of 118,000. Membership is voluntary. Any church may
withdraw at any time. During the church year 1974-75 three churches
were deleted while eleven new churches joined the BGC.

The Conference began in 1852 as the Swedish Baptist General Conference
of America with 125 churches. By 1914 it had grown to 330 but in 1944
its membership was 288. It was then that its name was changed to its
present form. ' : :

The Conference has its headquarters at 1233 Central Street, Evanston,
Illinois in a building for which it paid $1,332,000 in 1970 and for
which as of April 30, 1975 it had $849,000 due on a first mortgage with
Prudential Life Insurance payable at the rate of $8,062.50 per month to
June, 1995.

Dr. Warren R. Magnuson is the Executive Secretary, a post to which he
was elected this year for a second five-year term.

Aside from College revenues the Conference is almost wholly supported by
voluntary contrlbutlons from its member churches.

This year the BGC announced a "Dduble in a Decade" program By which it
will seek to accomplish by 1985: 225,000 members on the North American
continent, and 900 churches averaging 250 members.

The Conference and its churches have made the following‘contributions to
Bethel College and Seminary:

Fiscal Conference . Mission

Year ' Operating Churches Fund#® Total
1974-75 $405,499 $132,964 © $142,606 $681,069
1973-74 411,760 87,021 256,930 755,711
1972-73 376,094 69,215 249,124 694,433

*This is being phased out but the Conference Development Committee is
considering a new three-year program which would allocate approximately
5490,000 next year to Bethel for debt service.

The Conference reports no internal schisms or controversies which may be
expected to materially alter its structure and support, nor is it now
considering any major capital program.

Following is the letter of transmittal of the auditor together with the
Combined Statement ¢f Income and Expense and Combined Balance Sheet,

both as of April 30, 1975, for the BGC. Attention is called to the item
"Investments" in the Assets section which include $515,977 of dedicated
endowment funds of Bethel College and $312,600 of dedicated annuity funds
also of the College. 1In calling attention to 'this item no representation
is made that the said financial statements have been 1ndependently audited
for the purposes of this Offic¢ial Statement.
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LEO J. IBILAIHEBIEHJ
CERTIFIED PUBLIC ACCOUNTANT

5561 SANTA CRUZ DRIVE I ~ TELEPHONE 289-0388

HANOVER PARK, ILLINOIS 60108 : " (AREA CODE 312)

August 21, 1975

Board of Trustees v
Baptist General Conference
Evanston, Illinois

Gentlemen:

Enclosed please find combined financial statements of all the Boards

of the Conference as well as the Bethel College and Seminary, Vancouver
Bible Institute, and Harvest Publications. The statements do not in-
clude the Revolving Building Trust nor the pension plan funds for staff
or pastors.

These financial statements have been prepared from my certified audit
report of the several Boards at the Evanston Headquarters and from the
separate certified reports for Bethel College and Semlnary and for the .
Vancouver Bible Institute,

These combined statements have beeﬁ”ﬁrapared on the same basis as those
of the preceding years, I trust that they will satisfy your requirements.

Yours very truly,

-27-
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BAPTIST GENERAi CONFERENCE

COMBINED STATEMENT OF INCOME AND EXPENSE

For the year ended April 30, 1975

OPERATING INCOME
Book store sales :
Subscriptions and perlodicals
Tuition income
Dormitory residences, Dining halls,
and College bookstore sales .
Advertising income
Other income
' TOTAL OPERATING INCOME.

- DEDUCT: COST OF OPERATION
Cost of sales - Harvest Publicationg
Printing and composition, artwork,
etc, - Harvest-Publications
Administration - Harvest Publicationg
College and Bible School operating costg
TOTAL COST OF OPERATION

OTHER INCOME
Contributions
Interest income
Miscellaneous income
TOTAL OTHER INCOME

OTHER EXPENDITURES
Advances to Fields and Mlss1onaries
Administrative expense
Scholarships granted
- TOTAL OTHER EXPENDITURES

~ EXCESS OF INCOME OVER EXPENSE

NOTES: Mission Share operations are 1nc1uded in the above statement as

$ 513,598
247,651
3,032,133

1,547,140
23,115

134,138

332,425

363,311
133,823

5,621,503

4,525,961
67,707

99,322

1,593,647
771,161

685,458

$5,497,775

6,451,062
{953,287)

4,692,990
3,739,703

3,050,266

$689.437

follows: Contributions in the amount of $413,537 and administrative

expense of $18,313.

Bethel College and Seminary expense includes the amount of $69W 624

for interest and bond discount expense.

~ Operations of Bethel College and Seminary are for their fiscal

year ended May 31, 1975,
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BAPTIST GENERAL CONFERENCE

COMBINED BALANCE SHEET
-As of April 30, 1975

BOARD OF

NOTES:

(A) Board of World Missions includes the Chalberg Apartments.

BOARD OF . BOARD OF
"HOME WORLD CHRISTTAN
TOTAL . MISSIONS MISSIONS (A) EDUCATION !
—— e
ASSETS i
Cash- ;
Checking and savings accounts $ 495,026 § 88,921 § 147,628 § (7,764)
Notes and accounts receivable- o '
. Trade 118,177
Other . } 311,418 50,453 7,665
Advances to Staff, Students, : -
Missionaries and Fields 1,071,239 2,618 84,272
Prepaid and deferred expense 133,495 1,550 1,576
Loans to churches : 741,151 741,151
Inventories v 208,317 11,941
Investments - Stocks, bonds, ‘ ’ '
and properties, etc. - 1,667,809 60,725 113,765
Land and Buildings 19,827,790 207,468 182,997
Furniture and equipment - net . 315,392 8,621 4,695 8,409
TOTAL ASSETS $24,889,814  $1,111,054 §$_585,386 §__ 20,251
LIABILITIES, FUND RESERVES, AND SURPLUS
Accounts payable- v
To staff, missionaries, fields,ete.  $ 301,338 § 5,612 § 29,104
Student deposits, fees, etc, 186,617 ,
National Student Loan Grant 805,651
Other - 391,906 2,274
 Notes payable - current . 6,939,093
Mortgages and Bonds payable - e :
Non-current maturities 5,078,584 99,900
Endowment and loan funds 667,639
Annuity certificates and reserves 332,856 6,300 900
Current restricted fund 121,502 )
Funded reserves 169,110 10,000 106,168
Other reserves 364,660 _ 5,932 35,403 16,113
General reserves - 1,628,206 1,083,210 230,296 4,138
Principal of plant funds 7,787,540 - . 81,341
Surplus from operation 115,112
TOTAL LIABILITIES, FUND . i -
RESERVES, AND SURPLUS $24,889,814  $1,111.054  $_585,386 $._20.251

SR | R

@\. ﬂ

Bt

(B) Figurs shown for Bethel College and Seminary
are as of May 31, 1975
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T BETHEL . HEADQUARTERS  PLANNED GIV.
COLLEGE VANCOUVgR BUILDING
MISSION  HARVEST AND - BIBLE 'AND BOARD OF
SHARE _ PUBLICATIONS _ SEMINARY  INSTITUTE . GOMPUTER CONTRA
$ 347,258 $ 17,214 $ 185,703 § 25,413 § (302,783) § (6,564) §
, 118,177 N :
4,084 235,356 18,518 55,892 (202,169)
972,835 11,514 C
1,050 127,415 . 1,109
127,455 64,800 4,121 |
2,000 1,383,815 52,535
17,726,342) 378,696 1,332,287
2,787 5,458 D 153,045 111,430
$ 354,129 & 271.354 $20.696,266 6 61,197,935 $_211,766  $_(202,169)
$ s $ 266,622 $ .. 8 $
181,896 4,721 ,
805,651
4,983 134,857 321,906 3,866 C185 (202,169)
20,000 6,745,796 92,547 80,750
3,939,280 189,991 849,413
661,970 . 5,669 o
1,000 324,656 1
119,980 1,522
385 | B 238,794
349,146 0y (32,164) 28,793
‘ 7,328,509) 377,690 3
115,112 L i
§_354,120 § 271,354 $20,696,266. $_643,842 $1,197,935
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- ‘FUTURE INDEBTEDNESS

The College has need for an administration building and a performing
arts center, however, its Board of Regents is presently committed to a

policy of undertaking these projects only if they are to be financed
from gifts.

In addition increased enrollments and the potential sale of the St. Paul
Campus may make it necessary to construct more housing. If this occurs
it is to be expected that the funds will be borrowed.

The Conference has no major capital programs planned requiring the
incurring of additional funded debt.

GLFTIS AND CONTRIBUTIONS

In addition to contributions from the BGC, and its churches set out
at page 26, the College and.Seminary have received the following
contributions and gifts:

. Building
Fiscal Fund o .
Year Gifts Other __Total
1974-75 $381,276 ‘ -5262,847 £8644,123
1973-74 241,031 . 255,251 496,282
1972-73 328,178 369,173 697,351

 SECURITY

The Bonds shall be secured by: ’

1. The full faith and credit of the Baptlst General Conference which
includes Bethel College.

2. A first mortgage lien upon four of the College s buildings, including
land and equipment, hereinbefore described as "Academic Classroom
Building B", "Cultural Arts Building D", "New Dormitory", and
"Library and Food Service Building E", all on the Arden Hills Campus
and having a total market value of $7,057,447 for buildings only
as set out at pages 19-20 in the section Land and Building Assets.

In addition the Bonds will be secured by a first mortgage lien upon
approximately 30 acres of land including the approximately four acres
occupied by the buildings. In its June 1, 1975 appraisal Marshall &
Stevens appraised the land of the Arden Hills Campus at $21,740 per
acre, thus the 30 acres would have a value of $652,200 on this basis.
This land is now zoned RI which allows one family residential
construction with a minimum lot requirement of 14,000 square feet.

3. A debt Service Reserve Account into which, at the delivery of the
Bonds, the College shall dep051t the sum of $552,000 from Bond
proceeds.

-31-
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4. The General Bond Reserve of the Authority which with this Issue
will total $815,288.17. This General Bond Reserve is pledged for
all outstanding bonds of the Authority and any future bonds for whlch
a deposit is made for the General Bond Reserve Account.

5. A pledge by the College to charge. tuition fees, other fees, rentals
and charges sufficient to provide monies required by the lease:

The Bonds do not represent a debt - or pledge of the faith or credit of the

State of Minnesota.
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4.

ACCOUNTS

Refunding Account -

Revenue Fund Account -

a. Bond and Interest Sinking
Fund Account

b. Operation and Maintenance

Account

c. Redemption Aécouﬂt

General Bond Reserve Account

Debt Service Reserve Account

The Trustee will pay the debt of the
Project from it. All Bond proceeds,
including accrued interest, but except
the sum of $890,000 and the amount of

- the discount, if any, bid for the Bonds,

will be deposited into this Account at
the timefof the Bdnd closing.

All pledged revenues w111 be deposited
in this Account.

Base Rent payments pursuant to the Lease
will ‘be deposited at least five business

'days prior to the interest payment dates
rof the Bonds. At the time of closing

accrued interest and $200,000 from Bond
proceeds as capitalized interest will be
deposited in this Account.

No payments will be made tc this Account
so long as the Imstitution shall not be
in default. But, in the event the
Authority or Trustee assumes cperation -
of the Project, revenues remaining sfter
debt service will be paid into it to
meet operational costs:

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 tc purchase or
redeem Bonds. ~No specific amounts are
required.

This Account will be maintained by the
Authority fer debt service, if needed,
for any Bonds of the Authority for which
a deposit has been made in the Account.

The «amount of $138,000 will be placed

in this Account at closing from Bond
proceeds. No institution is responsible
for réplenishment of this Account except
for ﬁlthdrawals on its behalf.

.At delivery of the Bonds, the College

will 'deéposit $552,000 from Bond Proceeds

in the Account. The funds and investments
in the Debt Service Reserve Account shall

be ixrevocably pledged to and shall be
used by the Trustee as may be reguired
for the payment of debt service of the
Bends.
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CASH FLOW

As Required:

First:

Second:

Third:

Fourth:

To the Bond and Intereét Sinking Fund Account
To the General Bond Reserve Account

To the Debt Service Reserve Account

To the Redemptidn 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 Maintenance Account for payment of current
expenses of the Project. In this event the priority of each of the

other Accounts except that of the Bond and Interest Sinking Fund Account
will be one step lower than stated above. -
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INVESTMENT OF BOND ACCOUNTS

By the provisiOngﬂof the Mortgage Trust Indenture the Trustee shall
upon request by the Authorized Institution Representative or the
Authority, invest monies on deposit in the:

Bond and Interest. Sinklng Fund Account
Debt Service Reserve Account
Redemption Account

Investments for these Accounts may be in any of these:

Direct obligations of, or obligations fully guaranteed, by

the United States of America
Certificates of Deposit of banks or trust companies hav1ng

a combined capital and surplus of at least $10,000,000
Securities issued by the following agencies of the United States:

Federal Home Loan' Banks

Federal Intermediate Credit Banks
Federal Land Banks

Banks for Cooperatives

Federal National Mortgage Association

The General Bond Resolution permits the Authority tec invest monies in
the General Bond Reserve Account in: '

Direct Obligations of the United States of America

Certificates of Deposit or Time Deposits secured by direct
obligations of the United States of America

Such other securities as arez@ligibie’for investment of public
funds of the State of Minnesota or of municipalities of
the State :

All investments are limited by arbitrage provisions of the Internal
Revenue Code and regulations thereunder.

Yield from funds invested by the Trustee may be used for abatement of

Base Rent payments, but those from investment of the General Bond Reserve
Account may not. The latter will remain in the General Bond Reserve Account,
except that at such time as "the "bonds” for an institution have been fully
retired and all amounts required to be paid by the institution have been
paid, the Authority will rebate to the institution its proportionate share
of both its original contribution and earnings of the General Bond Reserve
Account in proportion to its contribution less a proportionate charge for
unrecovered advances. In the event that the amount in the General Bond
‘Reserve Account at any time exceeds the total sum of all debt service, for
which the funds of the Account are pledged, in each subsequent year such
excess may also be rebated proportlonately
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AGREEMENTS  AND SECURITY

Agreemént

The Authority and the Institution will enter into an Agreement attached
to which as exhibits will be the forms, subject to completion, of the
Deed, the Lease, the Indenture, the General Bond Resolution, the Series
Resolution and the Guaranty Agreement referred to below, as well as the
Official Statement, 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
nonprofit institution of higher education eligible for financial assistance
under Chapter 868, Minnesota Laws of 1971, as amended, that the project
is eligible for financing under the Act, and that the College is non-
sectarian 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 Institution concurs or does’
not object before the award is made; the execution of the closing documents;
for the redemption of all outstanding debt incurred by reason of the
Project, and for operation of the:Project by the Institution under the
Lease and as agent of the Authority pursuant to the Act. Under the
Agreement, the Institution agrees to register or qualify the Bonds under
the securities act of any state’ other than Minnesota, or to cooperate in
the registration of qualificationy at the request and expense of the
underwriters. By the Agreement, the Institution assigns to the Authority
its interest in and proceeds of the project, Project gross revenues, and
the Lease Equipment. - ‘ ‘

A

Deed, Lease and Mortgage Trust Inaénture »

At or prior to closing, the Institution will execute, deliver and record

a warranty deed conveying the‘Préjéct and sites therecf, as well as other
properties hereinbeforé'descfibedg“and’appurtenant easements, to the.
Authority. At closing, the*Instiﬁﬁtibn shall procure and deliver to the
Authority and Bond Counsel a titlé‘insurance binder (or unless otherwise
required by the Authority an opinion of counsel as to title) satisfactory
to the Authority and Bond Counsel.covering the Project and other sites and
any easements specified in the Dedéd or Indenture.

Tax Exempt Status of the Bonds

It is intended that the interest paid on the Bonds will not be included

in the gross income of the recipients of said interest by reason of
Section 103 (a) of the Internal Revenue Code of 1954, as amended. However,
the Lease will provide that in the event the interest payable on the Bonds
becomes subject to Federal income taxes, the Bonds shall be redeemable and
shall be redeemed and the'InStitufion'shall purchase the Project at the
earliest practicable interest payment date.
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At or prior to closing, the Authority as lessor and the College as lessee
will execute and deliver a net Lease with repurchase options, for a lease
term expiring at the last Bond maturity date, providing for Base Rent
payments sufficient to pay principal of and interest on the Bonds. The
Authority will also execute to the Trustee and record a Mortgage Trust
Indenture mortgaging the Project land and buildings and leased equipment
as well as other properties hereinbefore described and also assigning the
Authority's interest in the Lease. (except for certain additional rent
representing the Authority's annual fees) to secure the Bonds. The Lease

and Mortgage Trust Indenture, Appendices III and IV respectiwely, subject -

to completion, will be executed in substantlally the forms set out is
said Appendices. '

General Bond Resolﬁtion; Series Resolution and Guaranty

The General Bond Resolution of the Authority was adopted Octcber 31, 1972
to create the General Bond Reserve Account and to establish the terms of
the pledge of that Account to bonds of the Authority. (See Appendix VI).
The Series Resolution, subject to completion, is to be adopted by the
Authority when the sale of the Bonds is awarded in SLbstantiallv the form
set out in Appendix VIIL.
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BONDHOLDERS ' RISKS

No representatlon% guarantees or assurances are made that the College
will in fact be able to accomplish revenues sufficient to meet the
payment of principal or interest of the Bonds or that other assets
pledged for payment of the Bonds will be sufficient to meet the amounts
when due or subsequently.

Bondholders should be awafe that the tax exempt status of non-profit
institutions of higher education, including the College, may be changed
by Federal, or State, laws and regulations.

At the 1975 First Regular Session of the Minnesota Legislature Chapter
201 was enacted which among other things provides that all private,
non—-profit, post-secondary education institutions must register anpually

‘with the Minnesota Higher Education Coordinating Commission and that no

school subject to registration shall grant a degree unless such degree

is approved by the Commission.

Bondholders should also be aware of predicted declining college enrollments

for institutions of higher education generally and of the competition of

publicly supported higher educatiqn.fac111t1es with private schools
whose tuition charges are generelly higher.‘

The College has never: hlstorlcally been commltted to annual debt service.
payments equal to those to which' it will be subgect with the issuance of

‘these Bonds and has never in the past had. an -excess of operating revenues,"

1nclud1ng gifts, over operatlng expendlturesvbefore debt service in the
dmount necessary for the annual debt service payments estimated herein.
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The College and its president are involved in the litigation described
in the following letter and referred to in note 6 of the audit
(Appendix TI):
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Law OrFFicESs

Hvass, WeisMaAN & KING, cHARTERED

CuarrLes T. Hvas
s 715 CarciLL BuiLpDiNG

S1 WEISMAN

Rosert J. King NorTH STAR CENTER

Gary C. HOFFMAN MinnNEAPOLIS, MINNESOTA 55402

Franx J. B .
RIXIUS TerLerHoNE 333-0201

Reep K. MAcCKENZIE A OF COUNSEL
REA Cope 6
RicHaArRD A.WiLLiaMSs, JR. 12 WALTER ANASTA
s

RusseLL F. PANNIER
Crarres T. Hvass, Jr.

-+ October 30, 1975

Minnesota Higher Education
Facilities Authority -
278 Metro Square Building -
St. Paul, Minnesota 55101

Attention: Dr. Joseph E. LaBelle

Re: 6,460,000 First Mortgage Revenue Bonds
Refunding Series 1975-1 (Bethel College)

Dear Dr. LaBelle:

This firm has been requested to render an opinion with respect
to certain litigation now pending in which Bethel College and
Seminary and Bethel Foundation are defendants. This firm is
appearing as counsel on behalf of Bethel College (Baptist
General Conference) and Bethel Foundation.

The College and the Foundation are named as defendants, together
with several other defendants, in three separate actions, all
arising out of the sale or the promotion by persons other than

the College or Foundation, of interests in o0il and gas leases o©r
wells. These actions have been consolidated and are presently
scheduled for jury trial in United States District Court, St. Paul,
during the week of December 8, 1975. The aggregate amount of the
claims of all the plaintiffs for compensatory damages is $211,000.00,
and for punitive damages is $400,000.00. 1In addition plaintiffs
seek recovery of attorneys fees, costs and disbursements.

Our opinion with respect to the liability of Bethel College or
Bethel Foundation is necessarily based upon probabilities. It is
our opinion that Bethel College and Bethel Foundation will be
successful in the defense of these claims.
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Minnesota Higher Education
Facilities Authority Page Two October 30, 1975

You are authorized, if you so desire, to quote this letter in the
official statement being issued by the authority with respect to
this matter. ,

Very yours,

ROBERT J. KING

RJK:teb
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The College has made loans to théaPresident for his legal expenses in
connection with this ‘litigation. It has not taken a position as to
whether or not it will give furﬂﬁér assistance to him in the matter.
There is no other litigation of ﬁhich the”College, the Conference or
the Authority are aware that would affect the security of the Issue.

LEGAT, OPINION

The issuance and sale. of the Broij‘éé.;t B;o';nds-‘ 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 Project Bonds to the effects that (i) the Authority has
authority under the Act to issue the Project Bonds, to acquire and lease
to the Institution the Project and to execute and deliver the Indenture
. to secure the Project Bonds, £i#i) the Project Bonds, the Deed, the Lease

and the Indenture have been duly authorized by all necessary proceedings
and duly executed and delivered,‘(iii) the Project Bonds, the Lease and
terms, (iv) the Indenture providéswa valid and direct first mortgage
lien on the Project subject only to the Lease and encumbrances permitted

- Bonds are further secured by the
General Bond Reserve Account on a parity with bonds of other series as
provided in the General Bond Resolution, (vi) the interest on the Project
than Minnesota corporate franchise taxes measured by income) under
present laws and rulings, and (vii) the Project Bonds are exempt from
Chapter. 80A, and the Indenture is exempt from qualification under the
Trust Indenture Act of 1939. '

the Indenture are valid and binding instruments in accordance with their
by the Indenture, (v) the Project

Bonds is exempt from federal and Mimmesota state income taxes (other
registration under the Securities Act of 1933 and Minnesota Statutes,

[Editors' Note: All of the following appendices have been reproduced
as received from their source by photo offset, except: (i) the cover
pages of Appendices I and II have been recreated, (ii) certain pages
of Appendices I and IT have been reduced in size, but without deletion
of content, and (iii) consecutive page numbers have been supplied for
all appendices.] b :
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APPENDIX

BETHEL COLLEGE AND SEMINARY

(A DEPARTMENT OF THE BAPTIST GENERAL CONFERENCE)

FINANCIAL STATEMENTS AS OF

MAY 31, 1975 AND MAY 31, 1974

TOGETHER WITH AUDITORS' REPORT

ARTHUR ANDERSEN & Co.
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ARTHUR ANDERSEN & Co.

SAINT PAUL, MINNESOTA

To the Board of Regents,

Bethel College and Seminary:

We have examined the balance sheets of BETHEL COLLEGE AND
SEMINARY (a department of The Baptist General Conference, an Illinois
corporation, not for profit) as of May 31, 1975 and May 31, 1974, and
the related statements of changes in fund balances, current and plant
fund income and expenses and changes in financial position for the
years then énded. Our examination was made in accordance with
generally accepted auditing standards, and accordingly included such

tests of the accounfing records and such other auditing procedures as

we considered necessary in the circumstances.

At May 31, 1975, Bethel had an investment of $1,892,554
in land, buildings and equipment at the St. Paul Campus. As
discussed in Note 5 to the accompanying financial statements,
Bethel has offered these properties for sale. The ultimate amount
which may be realized from disposal of these properties 1s not

presently determinable.

Also, as discussed ih Note 6,'Bethel has been named as
a defendant in three lawsuits cléiming damages as a resulf of
alleged violations of Federai and State securities laws, The
College is vigorously contesting these suits, but the outcome

2

is uncertain at this time.
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In our opinion, subject tc the realization of the investment
in land, buildings and equipment at the St. Paul Campus, and subject
to the effect of any adjustments that may result from the litigation,
as discussed in the two preceding paragraphs, the financial
statements referred to above present fairly the financial position
of Bethel College and Seminary as of May 31, 1975 and May 31, 1974,
and the results of its operations and changes in fund balances and
financial position for the years then ended, in conformity with
generally accepted accounting principles which, except for the
change (with which we coneur) in the method of accounting for library
books and periodicals described in Note 2, were applied on a |

consistent basis during the years.

Our examination has been made primarily for the purpose of
forming the opinion stated above. The data contained in Exhibits 5
through 8 of this report, although not considered necessary for a
fair presentation of financial position, results of operations and
changes in fund balances and financial position, are presented as
supplementary information and have been subjected to the audit
Procedures applied in the examination of the basic financial
statements. 1In our opinion, these data are fairly stated in all
material respects in relation to the basic financial statements,

taken as a whole.

Ao o s ¥ 2.

St. Paul, Minnesota,

August 1, 1975, =47~
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EXHIBIT 2
BETHEL COLLEGE AND SEMINARY

STATEMENTS OF CHANGES IN FUND BALANCES

FOR THE YEARS ENDED MAY 31, 1975 AND MAY 31, 1974

1975 1974
CURRENT AND PLANT FUND
BALANCE, BEGINNING OF YEAR . v $6,632,453 $6,783,293
ADD (DEDUCT): : ]
Excess (deficiency) of income over expenses (Notes 2 and 7) 424,838 (21,477)
Restricted and Board ammwmsm&ma contributions, mww&m and bequests . 551,759 548,509
Cumulative effect of change in accounting principle to capitalize
1ibrary books (Note 2) 259,449 -
Cost of student and faculty housing facilities sold in excess . .
of sales proceeds (Note 5) - : (87,408)
Cost of equipment written off as result of move to new campus (Note 5) - (74,956)
Fund transfers- .
Current fund participation in National Direct Student Loans to students (16,008) (17,547)
Transfer of contributions restricted or designated for debt service on new
campus complex to Current end Plant Fund operating income (Note 1) (523,982) (497,961)
BALANCE, END OF YEAR ) $7,328,509 %mgowwvbmw
OwaMZH RESTRICTED FUND
BALANCE, BEGINNING OF YEAR $ 136,373 $ 109,166
ADD (DEDUCT): ) ,
Restricted contributions, gifts and bequests received ) . 516,217 348,806
Amounts expended for m&pwcpm&mm purposes including $406,494 in 1975 and
$317,155 in 1974, transferred to current and plant wﬁdg income for scholarships (538,566) (326,901)
Investment imcome 5,956 ____.5,302
BALANCE, END OF YEAR $ 119,980 $ 136,373
STUDENT LOAN FUND
BALANCE, BEGINNING OF YEAR $ 136,535 $ 111,266
ADD (DEDUCT):
Restricted contributions, gifts and bequests received 1,558 150
Interest income on student loans . 7,083 7,572
Transfer from Current and Plant Fund for.participation in National Direct
Student Loans to students 16,008 17,547
Transfer to Current and Plant Fund operations of accumulated interest income,
net of expenses, applicable to discontinued College loan programs (3,460) -
BALANCE, END OF YEAR $ 157,724 $ 136,535
ENDOWMENT FUND 4
BALANCE, BEGINNING OF YEAR $ 466,242 $ 554,069
ADD (DEDUCT):
Restricted contributions, gifts and bequests received 28,811 15,181
Increase (decrease) in quoted market value of endowment fund investments owned 11,115 Aoq,mva
Other, including net gain (loss) on security transactions - (1,922) (5,183)
BALANCE, END OF YEAR $ 504,246 . $ 466,242

The accompanying notes to financial statements are an integral part of these statements
N .



(Lvte) ¢

(s68°LT)
(zgs‘e) ¢

LTOL8Y 5%

7€8°86L°¢S

vorizeL

808°‘76
696 g6

720‘9¢¢
216982
SLT LTT
7191

Z2L¥‘oge
0Es‘er e

qEvEgr o

L71i8%¢
09 ‘0TE ‘T
- £€89°7z8°¢e

GTZ TTT
266¢eT
TI2€5L

Z8Lg6Y
T€€°8T
(A IA M

W61

¢ LIGIHXT

geg‘vey ¢

(¢9T1°9)
€oo‘tey ¢

8LG 62T
049°900°‘%$

729469

LGGELTT
TEE‘ETE

666°T9¢
o¥9‘oze
LET 912
497 ELT

69Y ‘Y LT
987‘1€9°1$

60L°LTY ‘9%

[AARE T4
79€99% ‘1
geeieer e

65128
069 ‘22
62498

€97 ‘geg
G661
L2zcLe‘es

GLET

|H m.l.

Syusweieys 959U} Jo jaed TBJIFOLUL UB o48 SLUSWS}BLS TBIOUBUTJ 0f sejou Surfuedwoooe ayg

(4 ®20N) (2 3TATUXT)
sesusdXe JI8A0 9WOOUT JO Aho:mﬁOHMm@v §890Xy

AHAmPozv QINMO SININISTANI 40 EATVA TIVNUVN CILOND NI ASYAUOId HOd NOISIAOYHL

POUMO S1USWEISSAUT JO ONTBA 30XIBW pPojonb UL sseadoep J0J
uorstaoxd suao0jeq sesusdxs I8AO SWOIUT JO (LoustoTgep) sseooxy

Te30]
(4 9TATYXE) PT® JuUepn}g

(9 3TqTyxg) sestadasius LIBTTTIXNY

segtadasqus

Te30]
LIBTTTXN® 0% DPO1BOOTTR V46T

UT T96°GLT$ PUR GL6T UT 26L°T19T$ sso1 ‘esuedxs gsoaequr

squowisedep TeBUOT}BODpPS 01

JurjeIed SOTITATIO® pezTuelaQ

sestadasque AIRITTXNE O} DOIBOOTTB ¥.46T ut
0T0‘84% PU®B ¢L6T UT 9%2°99¢ ss9T ‘ooususjurew pue uoriededo queTd

S890TAJISS JUSDPNLS
sITeJje °TTqNd
TeUOTINIT4SUT TeRISUSDH

sestadasque AIBTTTXNE 0} pPe}BOOTT®
746T UT T6L°66$ PUR GL6T UT 229°89¢ SSOT ‘oAT}BIISTUTWPE pUB TBISUSD

LrexqrT
TBUOT}ONI} SUT

-(8 3TATUXT) TeJoUSH PUE TEUOT4BONDE

(4 3TATUXE) PT® JuUepngs

‘SHSNEJIXE
TB10]
10J Pe}oTJILSSed squeaS pue £1ITH

(9 31qryxg) sestadasius LIBTTIXNY

squsuwiaedsp TeUOT}BONDPS 01
(T ®3ON) eouBT®BQ PUNJ SY} WOIJF POLISJSUBIY

Te}0lL

§90J4N0S JI9Y1Q
JurleTea SOTQTATLIO® paztuedaQ
90TAJLSS 1Q9p JOJ POYOTILSSI

SUOTINQTI3uCO JUTPNTOUT ‘suorieasdo I0J POATO0SL S3JTS pPUB SUOTINQTLLUOH

V46T TTE XV ANV GL6T ‘T¢ AVN QZANA SHUVAX AHI ¥0d

(T @20N) 3axoddns yoanyp
SWOOUT JUSWMODPUT
§989J TBUOTQONI}SUT pPUB UOTFIN
-TeJdoUs) PUB TBUOTLIBONDPT
FHNOONI

SISNEIXE ANV HWOONI dNOL INVId ANV INEMHND 40 SININZIVIS

AYVNINES ANV HDETTIO00 TEHILELG




N

BETHEL COLLEGE AND SEMINARY

STATEMENTS OF CHANGES IN FINANCIAL POSITION OF CURRENT AND PLANT FUND

FOR THE YEARS ENDED MAY 31, 1975 AND MAY 31,

WORKING CAPITAL WAS PROVIDED FROM:

Excess (deficiency) of income over expenses
Charges (credits) to operations not requiring or resulting

in working capital-

Provision for decrease in quoted market value of investments owned
Amortization of debt financing costs

Income on investments of sinking
increase sinking fund balances
Long-term investment received as

Working capital provided

Sale of property and equipment

funds used to

contribution

from operations

Restricted contributions, gifts and bequests received,

$523,982 in 1975 and $497,961 in 1974 of contributions restricted for debt
service on new campus complex from fund balance to current operations (Note 1)

Proceeds from sale of investments
Collection of trust proceeds
Additional long-term borrowing

Cash from sinking fund used in townhouse construction

Total funds provided

WORKING CAPITAL WAS USED FOR:
Additions of property and equipment
Reduction of long-term debt
Reduction of amounts due other funds

Participation in National Direct Student Loan Program

Payments to sinking funds, net of long-term debt and interest paid by trustees

Other transactions
Total funds used

INCREASE (DECREASE) IN WORKING CAPITAL
WORKING CAPITAL CHANGES REPRESENTED BY:

Increase (decrease) in current assets-

Cash

Accounts receivable
Inventories

Prepaid expenses

Increase (decrease) in current liabilities-

Operating cash deficit

Current maturities of long-term debt

Notes payable
Contractors and accounts payable

Accrued interest expense and faculty salaries
Student deposits and advance registration fees

INCREASE (DECREASE) IN WORKING CAPITAL

net of transfer of

EXHIBIT 4
1975 1974
$ 424,838 $ (21,477)
6,165 17,895
84,029 83,139
(27,275) (7,572)
(50,000)- -

$ 437,757 $ 71,985
31,284 532,045
27,777 50,548
98,543 38,930
16,342 19,118

- 539,065

- 148,662

$ 611,703 $1,400,353
$ 201,120 $ 206,784
6,218,931 436,374
16,222 34,384
16,008 17,547

- 20,000
9,915 11,573
$ 6,462,196 $ 726,662
$(5,850,493) $__673,691
$ 59,726 $ (68,775)
(6,097) (94,510)
15,405 5,666
2,510 (11,668)
$___ 71,544 $_(169,287)
$ (88,046) $ 88,046
6,018,669 110,907
(95,529) (73,808)
15,415 (979,939)
12,976 31,486
58,552 (19,670)
$_2,222,037 $_(842,978)
$(5,850,493) $ 673,691

The accompanying notes to financial statements are an integral part of these statements
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STATEMENTS

(1) Summary of Significant Accounting Policies-

Bethel College and Seminary (Bethel) is a department of the

Baptist General Conference.

As such it is not a legal entity,

but operates under the direction of its Board of Regents who
are responsible to the Board of Trustees of the Conference,
In 1975 and 1974, the Baptist General Conference provided
Bethel with contributions of $425,499 and $411,760,
respectively. Bethel paid administrative fees to the

N Conference of $51,007 and $44,839 in 1975 and 1974,

respectively.

Bethel follows the accepted accounting practice of
segregating its funds according to its activities. The
significant accounting policies are described below:

Current and Plant Fund

General:

Income is received from tuition, fees, auxiliary

operations, donations

for operating expenses, etc.

- In addition, available income earned on Endowment
Fund principal is transferred to this fund. Al1l
operating expenses are paid from this fund.

All educational and administrative properties and
dormitories and equipment are recorded in this
fund. Cash and investments (restricted for

on the properties are

Investments:

current and future property additions) and debt

also reflected herein.

Investments of the Current and Plant Fund are recorded
at quoted market wvalue with subsequent changes in
market value being charged or credited to current

operations. Sales of
in a realized loss of
original basis of the
to current operations
— carrying value of the

securities in 1975 resulted
$183,600 computed on the
investments. The loss charged
was only $6,165, as the
investments had been reduced

by $177,435 through charges to operations for

market value declines

-53-
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NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(1) Summary orf Significant Accounting Policies
(Continued)- '

Current and Plant Fund (continued)

Depreciation and Capitalization Policy:

Bethel College and Seminary, like many other similar
institutions, provides no depreciation on its

" buildings and equipment, which for the most part,
have been constructed or purchased from borrowed
funds and contributions to Bethel. It is
anticipated that any future replacements of these
properties would also be provided for in the same
manner. All equipment and property purchases in
excess of $100 are capitalized, 1In 1975, Bethel
began capitalizing all library books and
periodicals (see Note 2).

Restricted Contributions:

Contributions received which are to be used for the
building program are reported as direct additions
to the fund balance since such income is not
available for current operating purposes. Bethel
transferred $523,982 in 1975 and $497,961 in 1974
of such contributions received for the new
campus, from restricted funds to current operating
income to pay interest expense on outstanding
debt for those buildings.

Pledges Receivable:

Pledges of contributions not received by Bethel as
of May 31, 1975, of approximately $261,000 are
not recorded in the accompanying statements. These
pledges, which are receivable within a three year
period, are substantially restricted for property
and capital purposes, ~

Outstanding Legacies:

Bethel is the beneficiary under various wills and
trust agreements, the total realizable amount of
which is not presently determinable. Bethel's
share of such bequests is recorded when the College
has an irrevocable right to the bequest and the
proceeds are measurable,.

-5~
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NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(1) Summary of Significant Accounting Policies
(Continued) -

Current Restricted Fund

Funds are derivéd from gifts madé to Bethel under
the donors' stipulations that they be used. for
specific purposes.

Student Loan Funds

Funds are derived from gifts received by Bethel
under the donors' stipulation that they be used
for student loans and from Federal grants received
under the National Direct Student Loan Fund
Program. As of May 31, 1975, the Student Loan
Fund balance consisted of the National Direct
Student Loan Program ($142,587) and the College
and Seminary Loan funds ($15,137).

Endowment Funds

Funds are derived from gifts made to Bethel, the
Principal of which is to remain intact. Income
is recorded in the current or restricted funds,
as designated by the donor.

Agency Fund

This fund represents amounts held by Bethel as agent
or custodian for students and organizations.

Bethel is also responsible for the administration and
management of the Bethel College and Seminary Gift Annuity
Plan. Separate financial statements are prepared on this
plan.

Gift Annuity Plan

The Gift Annuity Plan was established in May, 1963,
for the purpose of encouraging individuals to make
funds available 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 issued.

—55-




NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(1) Summary of Significant Accounting Policies
: (Continued)-

Gift Annuity Plan (continued)

Bethel receives gifts generally in the form of cash
and marketable securities in exchange for gift
annuity contracts,  Such gifts are recorded in the
liability account "gift annuity contracts" when
received at an amount equal to the total of the
annuity payments to be made during the expected
lifetime of the annuitant. The residual amount of
the gift is recorded in the fund balance. Upon ful-
fillment of the contract, the annuity balance is
transferred to the appropriate fund of Bethel. :

At May 31, 1975, the liability for gift annuity

contracts was $243,979 and total assets of the
fund were $327,931.

(2) Library Books and Periodicals-

In years prior to May 31, 1968, the College capitalized all
library books and periodicals. In 1968, this policy was
-changed to expense these items as incurred. The present
policy, effective as. of June 1, 1974, is to again capitalize
the costs of library books and periodicals. An adjustment
of $259,449, to retroactively apply this capitalization
policy for the years 1968 through 1974, is included in the
Statement of Changes in Fund Balances of the current year,
This change had the effect in 1975 of increasing the excess
of income over expenses (Exhibit 3) of the Current and Plant
Fund by $69,306., Had this change in accounting policy been
applied to the statements for the year ended May 31, 1974,
the deficiency of income over expense of $21,477 prev1ously
reported for that year, would have been changed to an excess
of income over expenses of $347,135.

- The total library books and periodicals in use at May 31, 1975,
are included in the accompanying financial statements at
their cost of approximately $600,000. As explained in Note 1,

the College provides no depre01at10n on any of its buildings
and equipment,

-56=
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NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(3) Notes Payable and Long-Term Debt
(Continued)-

Bethel financed the construction of campus townhouse apartments
for student living through a bond issue in 1972 by the
Authority. Under this agreement Bethel conveyed a deed on
the apartments to the Authority. The apartments were then
leased to Bethel by the Authority at an annual rental equal
to the principal and interest payments of the Bonds. Bethel
has an option to repurchase these buildings at any time upon
repayment of the Bonds for a purchase price of $500. The _
College has recorded its investment in these buildings at the
original cost and the related lease obligations as long-term
debt and current maturities payable in the accompanying
financial statements. Bethel is required to maintain minimum
balances in sinking fund accounts for debt service and
extraordinary repairs to the apartments. At May 31, 1975,
$311,000 is on deposit in the various sinking funds and
Bethel 1s in compliance with the minimum balance requlrements
of each fund account.

A1l notes and the dormitory bonds have been 81gned by the
Baptist General Conference,

During the years ended May 31, 1975 and 1974, the average
outstanding short-term borrowings of Bethel were $559,000
and $618,000, respectively, at weighted average interest
rates of 9.8% and 8.9%. Maximum outstanding short-term
borrowings during 1975 and 1974 were $892,000 and $825,000),
respectively. At May 31, 1975, Bethel has an unused short-
term line of credit of $900,000 available to it. Compensating
balances are not required in connection with any loan
agreements,

(4) Bethel College and Seminary Development Foundation-

The Board of Regents established the Bethel College and
Seminary Development Foundation in June, 1971, to facilitate
Bethel'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 Bethel only upon
satisfaction of trust provisions. The unaudited financial
statements of the Foundation as of April 30, 1975, reflect
total assets of $1, 198 643 including 1nvestments at market
value of $693,544. No significant distrlbutlons
of principal or income were made to Bethel during
the years ended May 31, 1975 and May 31, 1974,
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NOCTES TO
FINANCIAL -
STATEMENTS
(Continued)

(4) Bethel College and Seminary Development Foundation
(Continued) -

In 1975, Bethel sold certain of its real estate and realized a
gain on the transaction of $92,000. This gain is included
with other designated contributions in the Current and Plant
Fund. Bethel loaned $71,468 of the total proceeds on this
sale to the Development Foundation for use in its invest-
ment program, Management anticipates that the loan, which
is noninterest bearing, will be repaid by the Foundation as
cash becomes available.

(5) Campus Relocation-

Construction of the new campus complex in The Village of Arden
Hills was completed during 1973 and all classes are conducted
there., At May 31, 1975, Bethel had an investment of
$1,892,554 in land, buildings and equipment at the previous
campus in St. Paul. This property has been offered for sale
at a price of $3,500,000. The proceeds from the sale of the
campus are to be applied against outstanding debt of
$1,889,953 for which the St, Paul Campus is pledged as
collateral and then to reduce the Baptist General Conference
Direct Obligation Notes. '

In connection with the relocation of certain equipment from the
St. Paul Campus to the new campus, a physical inventory of
all equipment on the new campus was taken during 1974. This
inventory resulted in a $74,956 reduction of the equipment
accounts. Also during the year ended May 31, 1974, Bethel
sold off-campus student and faculty housing and the related
furniture of the St. Paul Campus for $532,045, which was
$87,408 less than the book value of the assets sold.

Proceeds from this sale were used to retire mortgage debt on
the property of $166,414 and for working capital purposes.
The $87,408 and the $74,956 described above have been charged
to the Current and Plant Fund balance in the accompanying
financial statements.

(6) - Commitments and Contingent Liabilities-

Retirement Plan

The Bethel College and Seminary Retirement Plan is a
defined benefit plan and is administered and managed
by Bethel. It covers substentially all full-time
salaried employees of Bethel and certain other eligible
employees of the Baptist General Conference., Total
pension expense for the years ended May 31, 1975 and
1974, was $103,000 and $102,000, respectively.
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NOTES TO
FINANCIAL
STATEMENTS
(Continued)

(6) Commitments and Contingent Liabilities (Continued)-

Retirement Plan (continued)

Under the terms of the Plan, Bethel 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 vested benefits is to be

~pald to Bethel. If the fund assets are not sufficient to
cover vested benefits to retirees, the benefits payable
are to be prorated,

At September 1, 1974, according to the Plan's latest
actuarial report, the assets of the Plan exceeded the ‘
present value of vested benefits by approximately $9,000.

As the Retirement Plan is considered a "church plan" under the
Pension Reform Act of 1974, it is generally exempt from the
provisions of the Act unless management makes an election
to come within its regulation. Management currently does
not intend to make that election,.

Lease Agreements

In July, 1973, Bethel sold certain equipment purchased for the
new campus to GATX Leasing Corporation (GLC) for $539,065
and agreed to lease such equipment for five years. Under
the terms of the agreement Bethel is required to make sixty
monthly rental payments of approximately $11,000 to GLC.

At the conclusion of the sixty-month term of the lease, GLC
can require the College to purchase the equipment for 7.,5%
Oof the original cost. Bethel has recorded its investment

in the equipment at the original cost of $539,065 and the
related principal portion of the lease obligations have been
recorded as long-term debt in the accompanying financial
statements.

Pending Litigation

Bethel College and Seminary, its President, Bethel
College and Seminary Development Foundation, and
certain other parties have been named as defendants
in three lawsuits claiming damages as a result of
alleged violations of Federal and State securities
dlaws. The plaintiffs allege that Bethel was a
participant as an "underwriter" in the sale of
unregistered securities related to various oil
drilling programs. Total damages claimed are $211,000
as compensatory damages, and $400,000 as punitive
damages, plus interest,'costs, and attorneys' fees.

- Bethel is vigorously contesting this suit and its
legal counsel, based upon discovery undertaken to -
date, is of the opinion that the College has no
liability for such damages. No provision has been
made in the accompanying financial statements for
these claims.
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NOTES TO

(6) Commitments and Contingent Liabilities (Continued) -

Pending Litigation (continued)

FINANCIAL
STATEMENTS
(Continued)

In connection with this matter the President of Bethel has
obtained separate legal counsel to represent him in the

above lawsuits. 1In the year ended May 31,

1975,

Bethel

has loaned the President approximately $7,000 for his

personal legal fees and expenses,

and this amount is

included in accounts receivable in the accompanying

balance sheets.

(7) Reconciliation to College Internal Financial Statements-

The following is a reconciliation of the excess of income
over expenses as reported in Exhibit 3 to the amount reported
by Bethel in its internal financial statements.

Excess of income over expenses
per Exhibit 3

Deduct additional items expensed
in internal financial
statements-

Debt principal payments

Equipment, improvements and
library books

Contribution to National
Direct Student Loan Program

Excess of income over expenses
as reported internally

-6]1-

$242,319
122,864

16,008

$424,838

381,191
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EXHIBIT 5

BETHEL COLLEGE AND SEMINARY

STATEMENT OF INVESTMENTS OWNED

MAY 31, 1975

Number of Cost or
Shares or Quoted Market Quoted
Principal Value at Date Market

Amount or Receipt Value
CURRENT AND PLANT FUND:
Bonds-
Farmland Industries, Inc.,
7-1/2%, due 1975 $10,000 $ 10,000 $10,000
U. S. Treasury Bonds, 3%, ,
due 1995 3,000 3,000 - 3,000
Total bonds $ 13,000 $13,000
Certificate of Deposit, 5.5%,
due 6-14-75 $50,000 $ 50,000 $50,000
Common stock- , : : | :
American Hoist & Derrick Co. 1,133 $ 24,632 $17,278
Cambridge Corp. 10,500 50,750 6,563
Western Union Computer
Utilities, Inc. 50 600 3
Total common stock $ 75,982 $23,844
Total current and plant
fund ' : $138,982 $86,844

The accompanying'notes to financial statements
are an integral part of this statement
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EXHIBIT 5
(Continued)

STATEMENT OF INVESTMENTS OWNED

(Continued)

The following income yields of the investment portfolios are
based on the weighted average cost of the investments over
the years and on the year-end quoted market value, as adjusted
to reflect the effect of purchases and sales of securities
during the years. :

Quoted
Market
Current and Plant Fund Cost Value
1974 1.52% 4.61%
1975 , 1.66 4,70
Endowment Fund
1974 : 3.80% 5.10%
1975 3.93 5,12

The accompanying notes to financial statements
are an integral part of this statement

<,
Loy

—64-

oAl



|m©|

quswWe1eIS STY} Jo raed [va8e4UT UB ©JIB S1USWOLBLS T[BTOURUTJ 0% sejou Furhuedwoodor 8YJ

7LE°66T § 8L0°2¢ 120zt 2oz fET ¢ (LT2fY)$  T9ZCYT ¢ 62sfesd
98L‘TLT ¢ %90°¢$ TTIT €6T$  LL8°OT § Aooo 1)$ 60L MH w (688°L)¢
Hmm TTIT‘1$  8Lg Ve’ H% 9¢6°¢$ m>> Yev$ 699 ‘7YYe 00T‘CT$  zgEeges Omb ‘veg
01084 9%2¢99 129 62829 €€ 2l T6Y -
T6L°6¢ 22989 €0z 89%‘1¢ ovT‘ee 866 AN AR -
86522 9L2°29 688 L9 TS 942 L 9T 60T 616
‘tgefet ozLfoz - - - - - ozLoz
08T°0T zZEgfot - £LE°8 6612 - - -
9¢¢ ‘%z TT6‘¢e - - - - - TTGEE
T96°SLT 26L 19T 162t T2609T - - - -
800°9T gLzseT 6£¢€ L6T LT 089 ¢z e -
667 ‘20T 2Te STt €59 62186 9BLYT 469 LY T -
zgrfove sYL192 - 194°%9 98L°29T  £08°9 g6gEe -
¢ev69¢ ¢ L86°89Y ¢ -3 - ¢ soLfzeed 6TI8‘Y ¢ €9vfTces -8
¢o09oTe‘1$ ¢om 99% ¢ Ha 000°4$ 988 bqow 276 qeve 0TO‘2T$  T90¢L62$  $98°9Y$
..NN.OH m\..mv._” .wﬁ.mm.s.om SO TJI03TWLOJ TTeH Qoﬂm .w.ﬂo.u..mmoom Tedausd
£Lynoeg Sutura  9933oo
GL6T ‘T1¢ AVN QEANE 4VIX HHIL HOL

9 LIdIHXH

SNOILVHEJO SESTHAUILNI A8VITIXOV 40 LNAWILVIS

AUYNINZS QNV ¥DETTI0D TIHIEE

7L61

GLOT
-(ssoT) owooutr 38N

sesusadXxe TB1LO[T
(8 3TATUXE)
osuadxe 90oUBUSIUTBU

pue suotrieasdo juetd
Am 1TqQTYXy) esusdxe

9AT}BJIFSTUTUPE
PUEB TBJIOUSD
~Jo uolladod pe1eOOTIV
19430
Tequsd SULPTING UOT}EONPH
Tejusd AIpune]
suotieaado sng

180d89UT

90UBINSUT DPUB S8XBJ

! SOTHTTTHA

§3TJouUsq pue S9TIBTBS

*o1e ‘gyooq ‘poog Jo %4S0)
'SHSNTIXE

SLAIEDEY ANV SETIVS




EXHIBIT 7

BETHEL COLLEGE AND SEMINARY

STATEMENTS OF STUDENT AID

FOR THE YEARS ENDED MAY 31, 1975 AND MAY 31, 1974

1975 1974
STUDENT AID PROVIDED:
Current Restricted Fund transfers-
Minnesota Higher Education Coofdinating v ‘
Commission Grants $118,150 $ 60,950
Supplemental Educational Oppoffunity '
Grants 88,195 82,085
Basic Educational Opportunity Grants 73,300 11,301
Other 126,849 162,819
Total transferred from Current
Restricted Fund $406,494 $317,155
Work Study Grant 38,346 30,992
Minnesota Higher Education Coordinating
Commission Grant Designated by College
for Student Aid 83,282 -
Total provided from outside
sources (Exhibit 3) $528,122  $348,147
Current Fund Operations 157,336 228,805
Total student aid (Exhibit 3) $685,458 $576,952

"

The accompanying notes to financial statements
are an integral part of these statements
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APPENDIX

BETHEL COLLEGE AND SEMINARY G]F‘T ANNUITY PLAN

FINANCIAL STATEMENTS AS OF

MAY 31, 1975 AND MAY 31, 1974

TOGETHER WITH AUDITORS' REPORT

ARTHUR ANDERSEN & Co.
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ARTHUR ANDERSEN & Co.

I ‘ SAINT PAUL, MINNESOTA

To the Board of Tfustees,
Bethel College and Seminary
Gift Annuity Plan:

We have examined the statementsbof assets, liabilities and
fund balance of BETHEL COLLEGE AND SEMINARY GIFT ANNUITY PLAN as of
May 31, 1975 and May 31, 1974;»and the supplementary statement of
investments owned. Our examination was made in accordance with
generally accepted auditiﬁg standards, and accordingly included
such tests bf the accounting records and sﬁch other auditing

procedures as we considered necessary in the circumstances.

'In our opinion, the;accdmpanying'financial statements
preéent fairly the assets, iiabilities and fund balance of the
Bethel College and Seminary Gift Annuity Plan as‘of May 31, 1975
and May 31, 1974, and the changes in fdna balance for the years
then ended, and the supplementary statement presents fairly the
information set forth therein, all in conformity with generally

accepted aecéunting principles consistently applied during the

(il Qs VG

periods,

August 1, 1975,
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BETHEL COLLEGE AND SEMINARY GIFT ANNUITY PLAN

STATEMENTS OF ASSETS, LTABILITIES AND FUND BALANCE

MAY 31, 1975 AND MAY 31, 1974

1975 1974
"ASSETS
CASH ) $ 11,390 3 3,254
CERTIFICATE OF DEPOSIT | - 100,000
INVESTMENTS, at quoted market value, per
accompanying statement; cost or market
value at date of receipt was $368,529
in 1975 and $274,195 in 1974 312,600 213,497
ACCRUED INTEREST RECEIVABLE 3,941 3,562
$327,931 $320,313
LIABILITIES
ACCOUNTS PAYABLE:
Annuities payable ; $ 3,275 $ 3,546
Bethel College and Seminary- :
- Current and Plant fund - 7,642
Endowment fund : - 6,556
Total accounts payable . $ 3,275 $ 17,744
GIFT ANNUITY CONTRACTS (see Note) 243,979" 228,185
Total liabilities $247,254 $245,929
FUND BALANCE
BALANCE AT BEGINNING OF YEAR $ 74,384 $ 69,597
Transfer from gift annuity contracts
liability for excess of annuities ,
received and annuities released (see Note). 6,080 65,266
Annuities released to various funds of
Bethel College and Seminary upon
fulfillment of annuity contracts (see Note) (4,557)  (18,331)
Change-in quoted market value of
investments owned, after gain or loss :
on sale of investments 4,770 (42,148)
BALANCE AT END OF YEAR ' -$ 80,677 $ 74,384
$327,931 $320,313

The accompanying note to financial statements
is an integral part of these statements
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Summary of Significant Accounting Policies:

NOTE TO
FINANCIAL
STATEMENTS

The Bethel College and Seminary (Bethel) Gift Annuity Plan was
established in May, 1963, for the purpose of encouraging
individuals to make funds available to Bethel in return for
stipulated, periodic payments, subject to certain terms and

The Baptist
General Conference has guaranteed payment on all annuity

conditions, during thelr remaining lifetime.

certificates issued.

Bethel receives gifts generally in the form of cash and

n

marketable securities in exchange for gift annuity contracts.

Such gifts are recorded in the liability account "gift annuity
contracts" when received at an amount equal to the total of the
annulty payments to be made during the expected lifetime of the

annuitant.
fund balance,

Upon fulfillment of the contract the annuity balance 1is

transferred to the appropriate fund of Bethel,

The residual amount of the gift is recorded in the

Following is a summary of the transactions in the gift annulty
contracts liability account for the years ended May 31, 1975

and May 31, 1974:

BALANCE AT BEGINNING OF YEAR

Annuities received

Income from investments-
Interest and dividends
(Loss) on sale of investments,
based on cost or market
value at date of receipt

Total annuities received
and income

Deductions-
Payments to annuitants
Administrative expenses paid to
Bethel College and Seminary

Total deducfions

Excess of annuities received

and income over deductions

Transfer of excess of annuities
received and annuities released to
fund balance

BALANCE AT END OF YEAR

~72~

1975 1974
$228,185  $177,913
$ 26,300  $120,887
$ 23,117 $ 16,212

(898) -
$ 22,219 % 16,212
348,519 $137,099
$ 21,113 $ 17,482
5,532 4,079
$ 26,645 $ 21,561
$ 21,874  $115,538
$ (6,080) $(65,266)
$243,979  $228,185

=
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LEASE

PARTIES THIS LEASE, Made as of the 1lst day of December, 1975, between
the MINNESOTA HIGHER EDUCATION FACILITIES AUTHORITY, an agency of
the State of Minnesota having its principal office at 278 Metro
Square Building, in St. Paul, Minnesota (herein sometimes called
the "Authority"), and the BAPTIST GENERAL CONFERENCE, an Illinois
nonproflt corporation acting for and on behalf of BETHEL COLLEGE,
a nonprofit institution of higher education located in Ramsey County,
Minnesota and having its address at 3900 Bethel Drive, St. Paul,
Minnesota (herein sometimes called the "College" or "Instltutlon"),

WITNESSETH:

LEASING The Authority hereby leases to the College, and the
CLAUSE College hereby hires and takes from the Authorlty,

the following:

I. The premises and buildings and improvements thereon
situated in the City of Arden Hills, County of Ramsey, State of
Minnesota, set forth on Exhibit A hereto attached (herein scmetimes
called the "Leased Premises"). ,

II. The items of furnishings, equipment and related
property, acquired and installed in the Leased Premises, described
in Exhibit B attached hereto, together with any item of furnishings,
equipment and related property acquired and installed on the Leased
Premises in substitution therefor or as fixtures thereto pursuant
to the provisions of Section 5.07, 6.01 and 6.02 hereof (herein
called the "Leased Equipment"), excluding any of the Institution's
own furnishings and equipment heretofore installed or as may be
hereafter installed under the provisions of Section 7.09 hereof.

TERM AND TO HAVE AND TO HOLD the Leased Premises and Leased
CONSIDERATION Equipment (herein collectively called the "Leased Property")
unto the College for a term of 18 years 10 months commencing on the
1lst day of December 1975 and ending on the 1st day of October, 1994
(herein sometimes called the "Lease Term"), subject to prior termi-
nation as hereinafter provided, in consideration of the Base Rent
and Additional Rent provided in Sections 4.01 and 4.03 of this
Lease to be paid by the College and the terms, covenants and
conditions to be performed and kept by the College.

This Lease is granted and accepted upon the following
representations, terms, covenants and conditions, and the Authority
and the College hereby agree to keep and perform all the terms,
covenants and conditions hereof on their part to be kept and
performed, as follows:
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ARTICLE I
DEFINITIONS, PROJECT DESCRIPTION

Section 1.01 Defined Terms Generally. 1In addition to the
words and terms elsewhere defined in this Lease, the following words
and terms as used in this Lease shall have the following meanlngs
unless the context or use indicates another or different meaning or
intent, and such definitions shall be equally applicable to both the

singular and plural forms of any of the words and terms hereln defined:

"Act" means Minnesota Statutes, Sections 136A.25 to 136A.42,
and acts amendatory thereof and supplemental thereto.'

"Additional Bonds" means the Minnesota Higher Education
Facilities Authority First Mortgage Revenue Bonds, which may be
issued by the Authority under Section 2.10 of the Indenture to
provide financing for improvements or additions to the Project.

"Additional Rent" means rent provided for in Section 4.03
of this Lease.

‘"Agreement" means the Agreement between the Authority and
the College dated October 22, 1975 relating to the Project and pro-
viding, -among other thlngs,vfor the execution of this Lease and the
Indenture in the form of exhibits thereto attached.

"Authority" means the Minnesota Higher Education Facilities
Authority, an agency of the State of Minnesota created and existing
under the Act, and its lawful successors.

"Authorized Authority Representative" means the Chairman,
Vice Chairman, Secretary or Executive Director of the Authority, and
also includes such other person at the time designated to act on
behalf of the Authority by written certificate furnished to the
Institution and the Trustee, containing the specimen signature of
such person and signed on behalf of the Authority by its Chairman,
Vice Chairman, Secretary or Executive Dlrector, Such certificate
may designate an alternate or alternates.

"Authorized Institution Representative" means the person
at the time designated to act on behalf of the Institution by written
certificate furnished to the Authority and the Trustee, containing
the specimen signature of such person and signed on behalf of the
Institution by the President, a Vice President, or the Secretary of
the Institution. Such certificate may designate an alternate or
alternates.

"Base Rent" means rent payable to the Trustee for payment
of Bond principal, premium (if any) and interest and reserves under
Section 4.01 of this Lease.
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"Board of Dlrectors" means the board of directors, board
of trustees or other governing body of the Institution, and includes
any executive committee thereof authorized to act for such body.

"Bonds" mean the Project Bonds and any Additional Bonds.

"Bond and Interest Sinking Fund Account" means the Bond
and Interest Sinking Fund Account created under Section 5.02 of
the Indenture.

"Bond Resolution™ means, for the Project Bonds, the General
Bond Resolution adopted by the Authority on October 31, 1972, as
supplemented by the Series Resolution adopted by the Authorlty on
November 18, 1975 providing for the Project Bonds, and when used in
connection Wlth Additional Bonds or to relate to Bonds when Additional
Bonds are outstanding, shall mean or include, as the case may be, the
resolution providing for the issuance of such Additional Bonds and
original Series Resolution, but only to the extent consistent with
the General Bond Resolution, all as the same may be amended, modified
or supplemented by any amendments or modifications thereof and supple-
ments thereto entered into in accordance with the provisions of the
Indenture. .

"Building" means that certain building or buildings and
all other structures and facilities, the general use of which is
described in Section 1.02 hereof and in any lease supplementing
this Lease, forming a part of the Project and not constituting
part of the Leased Equipment, which has been constructed and is
located on the Leased Premlses, as it or they may at any tlme
exist.

"Refunding Account" means the Refunding Account created
in Section 4.01 of the Indenture for the Project Bonds and referred
to in Section 3.02 hereof.

"Debt Service Reserve Account" means the Debt Service
Reserve Account created under Section 5.04 of the Indenture.

"General Bond Reserve Account” means the General Bond
Reserve Account created under the Bond Resolution, including
particularly Section 2 of the General Bond Resolution, to provide
additional security to holders of the Bonds and holders of other
revenue bonds issued by the Authority from time to time.

"Indenture" means the Mortgage Trust Indenture consti-
tuting a trust agreement between the Authority and the Trustee,
dated December 1, 1975, under which the Bonds are authorized to
be issued and a mortgage of the Project to secure the Bonds, and
including any indenture supplemental thereto.

"Independent Counsel" means any attorney duly admitted to

practice law before the highest court of Minnesota and not an officer
or a full time employee of the Authority or the Institution.
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"Independent Engineer” means an engineer or engineering
firm or an architect or architectural firm qualified to practice
the profession of engineering or architecture under the laws of
Minnesota and who or which is not an officer or a full time employee
of the Authority or the Institution.

"Institution" or "College" means the Baptist General
Conference, an Illinois nonprofit corporation, as owner and operator
of Bethel College, a nonprofit institution of higher education in
the State of Mlnnesota, identified as such above under "Parties",
its successors and assigns.

"Lease™ means this agreement as from time to time amended
pursuant to Section 11.07 hereof or as from time to time supplemented
in connectlon with the issuance of any Additional Bonds.

"Lease Term" means the duration of the leasechold estate

created in this Lease as above specified under "Term and Consideration"

to the date of termination including early termination provided for
herein.

"Leased Equipment" means those items of furnishings,
equipment and related property described in Exhibit B hereto,
acquired and installed for use in the Building or elsewhere on
the Leased Premises, and any item of furnishings and equipment
and related property acquired and installed in the Building or
elsewhere on the Leased Premises in substitution therefor or as
fixtures thereto pursuant to the provisions of Sections 5.07, 6.01
and 6.02 hereof, less furnishings, equipment and related property
as may be released from this Lease pursuant to Section 5.07 of this
Lease or taken by the exercise of the power of eminent domain as
provided in Section 6.02 of this Lease, all as they may at any time
exist, but not including the Institution's own movable furnishings
and equipment heretofore installed, or hereafter installed under
the provisions of Section 7.09 hereof.

"Leased Premises" means the real estate, interests in real
estate and other rights described in the Leasing Clause above, Exhibit
A hereto and any lease supplementing this Lease, together with all
additions thereto and substitutions therefor, less such real estate,
interests in real estate and other rights as may be released from
this Lease pursuant to Sections!7.03, 7.04 and 10.04 of this Lease
or taken by the exercise of the!power of eminent domain as provided
in Sectlon 6.02 of this Lease.

"Leased Property" means the Leased Premises and Leased
Equipment.

"Net Proceeds", when used with respect to any insurance
or condemnation award, means the gross proceeds from the insurance
or condemnation award with respect to which that term is used
remaining after payment of all expenses (including attorney s fees
and any extraordinary expenses of the Trustee) incurred in the
collection of such gross proceeds.
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"Original Project Debt" means $5,485,877 of a total
$6,000,000 original principal amount of Baptist General Conference
Direct Obligation Notes, dated February 7, 1972, more fully described
in Section 2.02(1).

. "Outstanding Project Debt" means the unpaid principal amount
of the Original Project Debt. '

"Permitted Encumbrances" means, as of any particular time,
(i) liens for ad valorem taxes and special assessments not then
delinquent, (ii) this Lease and the Indenture, (iii) utility, access
and other easements and rights-of-way, mineral rights, restrictions
and exceptions that an Independent Engineer certifies will not inter-
fere with or impair the use of or operations being conducted in the
Building or elsewhere on the Leased Premises, (iv} such minor defects,
irregularities, encumbrances, easements, rights-of-way and clouds on
title as normally exist with respect to properties similar in character
to the Leased Property and as do not in the aggregate, in the opinion
of Independent Counsel, materially impair the property affected thereby
for the purposes for which it was acquired or is held by the Authority
and (v) those additional encumbrances identified in Exhibit C hereto.

"Project"” means the buildings described in Section 1.02,
together with necessary furnishings, equipment, exterior utilities
and site improvements at the Institution. ‘

"Project Bonds" means the Minnesota Higher Education
Facilities Authority First Mortgage Revenue Bonds, Refunding Series
1975-1 (Bethel College), authorized by the Indenture and the Bond
Resolution and described in Section 2.01(d) hereof.

"Project Supervisor" means the project supervisor or
supervisors who at the time shall have been designated as such
in or pursuant to the provisions of Section 3.07 hereof.

"Redemption Account" means the Redemption Account created
under Section 5.06 of the Indenture.

"Revenue Fund Account” means the Revenue Fund Account
created under Section 5.01 of the Indenture.

: "Trustee” means the trustee at the time serving as such
under the Indenture.

Section 1.02 Description of Project. The term "Project”
means the Leased Property, including a classroom center, fine arts
center and learning resource center. ‘
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ARTICLE IT

REPRESENTATIONS
Section 2.01 Representations by the Authority. The
Authority makes the following representations as the basis for
the undertakings on its part herein contained:

(a) Under the provisions of the Act, the Authority
has the power to enter into the transactions contemplated
by this Lease and to carry out its obligations hereunder.
The Au*horlty is not in violation of any of the provisions
contained in the laws of Minnesota. The Authority has been
duly authorized to execute and deliver this Lease.

(b) The Authority has acquired a title in fee simple
to the Leased Premises, subject to Permitted Encumbrances,
from the Institution and has not conveyed or encumbered or
permitted any conveyance or encumbrance thereof except Per-
mitted Encumbrances; prcposes to refinance certain outstanding
indebtedness incurred by the College to pay costs of the
Project; and hereby leases the Project to the Institution
and proposes to sell the Project to the Institution as here-
inafter provided, all for the purpose of enhancing and
preserving the College and the Project and the utilization
thereof for educational purposes for the people of the state.
The Authority agrees to use its best efforts to procure from
the appropriate state, county, municipal and other authorities
and corporations connection and discharge arrangements for the
supply of water, gas, electricity and other utilities and
sewage and waste disposal for the operation of the Project
throughout the Lease Term. .

(c) The Authority has examined with the Institution
evidence as to the status of the title to the Leased Premises
and both the Authority and the Institution agree that all
defects, irregularities, encumbrances, easements, rights-of-way
and clouds on title set forth in such evidence of title fall
-within the definition of Permitted Encumbrances.

(d) To refinance the cost of the Project, the Authority
proposes to issue Bonds of the Authority as provided in the
-Act, Indenture and Bond Resolution. The Authority will ini-
tially issue Project Bonds in the aggregate principal amount
of $6,460,000 and such Project Bonds (i) will be scheduled to
mature (or be redeemed at 100 percent of the principal amount
thereof), on the first day of October in the vears and the
principal amounts set forth in the following table:
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Years Amounts Years Amounts

1976 $ 20,000 1986 $ 320,000
1977 $ 150,000 1987 $ 340,000
1978 $ 160,000 1988 $ 370,000
1979 $ 180,000 1989 $ 400,000
1980 $ 200,000 1990 $ 440,000
1981 $ 210,000 1991 ’ $ 470,000
1982 $ 230,000 1992 $ 510,000
1983 $ 250,000 1993 $ 550,000
1984 $ 270,000 . 1994 $1,100,000
1985 $ 290,000

and (ii) will be subject to prior redemption at the option of the
Authority as follows:

At the option of the issuer all bonds maturing October 1,
1989 through October 1, 1994 shall be subject to prior
payment in inverse order of serial numbers on October 1,
1988 and any interest payment date thereafter at a price
of par and accrued interest.

All Project Bonds are also subject to redemption at par plus
accrued interest upon the happening of damage, destruction,

condemnation and certain other events more fully defined in
Sections 7.19 and 10.02 hereof.

[The balance of this page is intentionally left blank.]
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(e) There is no litigation pending or, to the best of
its knowledge threatened, against the Authority relating to
‘the acquisition, construction and financing of the Project
or to the Bonds or to this Lease or questioning the organi-
zation, powers or authority of the Authority respecting the
Project or the Bonds.

Section 2.02 Representations by the Institution. The

Institution makes the following representations:

(a) The Institution is a nonprofit institution of higher
education duly incorporated and existing under the laws of
Illinois and Minnesota, duly authorized to provide and providing
a program of education beyond the high school level.

(b) The Institution has power to enter into this Lease
and by proper corporate action has been duly authorized to
execute and deliver this Lease, and the execution and delivery
of this Lease and construction of the Project does not violate
any provision of the Articles of Incorporation, By-Laws, rules
or regulations of the Institution, or any contract or agreement
to which it is a party or by which it is bound, or any statute,
regulation, judgment or order of the United States, the State
of Minnesota, or political subdivision or agency thereof.

(c) The Institution has continually used and operated,
and intends to use and operate, the Project at all times as
an educational facility, eligible to be and defined as a
"project" in the Act, and not as a facility used or to be
used for sectarian instruction or as a place of religious
worship nor primarily in connection with any part of a
program of a school or department of divinity for any
religious denomination.

(d) The Institution admits students without discrimina-
tion by reason of religion, race, creed, color or national
.origin.

(e) The Institution does not exclude, expel, limit or
otherwise discriminate against enrolled students because of
sex, religion, race, color, creed or national origin.

(£) The Institution is nonsectarian; does not require nor
forbid attendance by students or any other persons at religious
worship or acceptance of any religious creed; does not promulgate
the distinctive doctrines, creeds or tenets of any particular
religious sect; and all courses of study, including any religion
or theology courses, are taught according to the academic require-
ments of the subject matter and the instructor's concept of
.professional standards.
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(g) All statements, representations and things furnished
by the Institution to the Authority in the Application to the
Authority (F.A. Form 1) and exhibits thereto, or pursuant to
the Indemnity Agreement filed by the Institution with the
Application, or pursuant to the Agreement, are true and com-
plete in all respects, except as to such changes and additional
information which the Institution has reported to the Authority .
in writing, which reports are true and complete, at the date of
execution of this Lease by the Institution.

(h) There exists no default by the Institution or, to
the best of the knowledge of the Institution, by any octher
party, under the Agreement or any other contract between the
Institution and the Authority, or under any other agreement
relating to the acquisition, construction or financing of the

Project, except as reported in writing by the Institution to
the Authority. . ‘

(i) There is no litigation pending, or to the best of
its knowledge threatened, against the Institution relating
to the construction, acquisition or financing of the Project.

(j) The use of the Project by the Institution pursuaht
to the terms and conditions of this Lease will contribute to
the purposes stated in Section 136A.27 of the Act.

(k) Refinancing of the Project would (i) enhance and
preserve Bethel College, the Project and the utilization
thereof for educational purposes, (ii) result in the exten—

" sion and adjustment of the maturities of obligations incurred

to construct the Project to correspond to the resources
available for their payment, and (iii) enhance and preserve
educational programs and the acquisition and improvement of
other facilities eligible to be projects under the Act.

(1) The Project was financed in part by the issuance and

- sale of $5,485,877 (herein called the "Original Project Debt")

of an issue of $6,000,000 in original principal amount of
Baptist General Conference Direct Obligation Notes, dated

- February 7, 1972, maturing February 7, 1976, and bearing

interest at the rate of 8.00% per annum, payable semiannually,
subject to redemption in whole or in part on any interest
payment date at par plus accrued interest, secured by a Trust
Indenture to Boatmen's National Bank of St. Louis. No event

- of default or default exists with respect to said Direct

Obligation Notes. The outstanding principal amount of
Original Project Debt at the date of this Lease is $5,485,877
(the unpaid principal balance at any time existing being
herein called the "Outstanding Project Debt") .
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(m) At the date of this Lease, the aggregate of the
following: - '

(A) Outstanding Project Debt being refinanced
pursuant to the Agreement by the issuance of the
Project Bonds, plus

(B) unpaid interest accrued or to accrue to
the redemption date and any premium payable, plus

(C) legal, fiscal and related costs plus

(D) the capitalized interest reserve to be
deposited in the Bond and Interest Sinking Fund
Account and reserves to be deposited in the Debt
Service Reserve Account and contributions to the
General Bond Reserve Account required by the Bond
resolution

does not exceed the lesser of (i) the fair market value of
the Project (including the site thereof and Leased Equlpment)
or (ii} the cost of the Project (determined as provided in
Section 3.04 hereof).

(n) Construction of the Building has been completed in
accordance with the specifications therefor and all labor,
services, materials and supplies used in such construction
have been paid for, all other facilities necessary in con-
nection with the Project have been constructed, acquired and
installed in accordance with the specifications therefor and
all costs and expenses incurred in connection therewith have
been paid; the Building and all other facilities necessary
in connection with the Project have been constructed or
installed, as the case may be, in such manner as to conform
with all applicable zoning, planning and building regulations
of the governmental authorities having jurisdiction of the
Project; and the Leased Equipment has been installed, is

~suitable and is sufficient for the efficient use and operation
-of the Project and all costs and expenses incurred ir the

- acquisition and installation of the Leased Equipment have

been paid. The foregoing is made without prejudice to any
rights against third parties which exist at the date of this
Lease or which may subsequently come into being.
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ARTICLE ITI
ISSUANCE OF THE BONDS
REFUNDING OUTSTANDING PROJECT DEBRT

Section 3.01 Agreement to Issue Bonds; Application of
Bond Proceeds. In order to provide funds for payment of the cost
of refinancing the Outstanding Project Debt, the Authority will
have, promptly after execution of this Lease, issued and delivered
to the initial purchasers thereof the Project Bonds and also will
have deposited the proceeds of said Project Bonds as follows: (i)
in the Bond and Interest Sinking Fund Account a sum equal to the
accrued interest paid by the purchasers of such Bonds, together
with such amount, if any, as shall be specified in the Bond
Resolution, for capitalized interest, (ii) in the Debt Service
Reserve Account and General Bond Reserve Account the sum or sums,
if any, required to be deposited therein by the Bond Resolution
or the Indenture, (iii) the fees and expenses incurred by the
College in connection with the issuance and sale of the Project
Bonds, including the Authority's initial fee and counsel and
fiscal consultant fees, and (iv) in the Refunding Account the
balance of the proceeds received from said sale.

Section 3.02 Refunding Account. The Authority agrees
that it will establish with the Trustee under the Indenture a
separate account or accounts (herein called the "Refunding Account")
and deposit therein the proceeds of the Project Bonds except as
provided in Section 3.01. All moneys in the Refunding Account
shall be used by the Authority, the Trustee and the Institution
to pay, (i) as promptly as possible the Outstanding Project Debt,
any premium thereon and interest accrued thereon to the next first
available date for redemption thereof, (ii) the fees and expenses
of the Boatmen's National Bank of St. Louis as trustee under the
indenture securing the Outstanding Project Debt and (iii) the
out-of-pocket costs of the College, if any, necessarily incurred
in connection with the redemption and prepayment of the Outstanding
Project Debt, subject to Section 3.07 hereof.

Section 3.03 Disbursements from the Refunding Account.
Prior to any withdrawal from the Refunding Account, the Institution
shall furnish to the Trustee and the Authority the following:

(a) Unless all unpaid principal of the Outstanding
Project Debt is due and payable, or shall become due and
payable according to its terms on or before the next
interest payment date applicable to the Outstanding
Project Debt, a certified resolution of the Board of
Directors of the Institution authorizing and directing
the redemption and prepayment of the Outstanding Project
Debt and an affidavit or affidavits of publication or
mailing, as required, of notice of redemption and pre-
payment of the Outstanding Project Debt.

f
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(b) An opinion of counsel for the Institution (i) that
the Outstanding Project Debt is the wvalid and binding obli-
gation of the Institution, (ii) whether the Outstanding
Project Debt is subject to redemption and prior payment in
" accordance with its terms, (iii) whether notice of redemption
of the Outstanding Project Debt has been duly authorized and
" given, (iv) that the Outstanding Project Debt, the premium
thereon (if any) and accrued interest thereon have become
due and payable on the date specified in the notice of
redemption or on the next interest payment date applicable
to the Outstanding Project Debt, specifying such date, and
(v) that interest on the Outstanding Project Debt will cease
to accrue after such date of redemption stated in the notice
of redemption or due date, provided funds for redemption or
payment (stating the amount) are deposited with the trustee
or other -proper person (designating the name and address of
the proper person) at the opening of business on the date of
redemption (designating such date and hour).

(c) A certificate of an Authorized Institution Repre-
sentative as to the amount of unpaid fees and expenses of
the trustee under the indenture securing the Outstanding
Project Debt, in connection with the redemption or otherwise,
and the amount of funds (other than proceeds of the Project
Bonds) required, if any, to provide for full payment of the
Outstanding Project Debt and any other obligations of '
‘the Institution which are part of ‘the same issue or
series as the Outstanding Project Debt and any other obli-
gations of the Institution which are part of the same issue
or series as the Outstanding Project Debt premium thereon
(if any) and accrued interest thereon and showing the
deposit of such additional funds (if any) with the
trustee under the indenture securing the Outstanding
Project Debt.

(d) A certificate of an Authorized Institution Repre~
sentative, in reasonable detail, showing the original costs
of the Project, including costs of construction of the
Building, acquisition of or removal of encumbrances on the
Project site, and acquisition of the Leased Eguipment, as
such Project costs are defined in Section 3.04 hereof.

Section 3.04 Definition of Project Costs. For purposes of

the Agreement, this Lease and the Indenture, the following costs in-
curred for the following purposes shall be considered Project costs:

(a) Obligations incurred for labor and to contractors,
builders and materialmen in connection with the construction
of the Project, including all necessary construction, acquisition,
demolition, alteration, enlargement, reconstruction, and remodel-
ing and obligations for machinery, materials and equipment
therefor;

(b) Payments made by the Institution to acgquire land
and interests in land, and to remove encumbrances on land,
in connection with and specifically for the site of the
Project, and site improvements required for the construction
or operation of the Project;
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(c) Interest accruing upon the Original Project Debt
during the construction of the Project and interest accruing
upon interim financing incident to the construction of the
Project before the Original Project Debt was delivered to
the purchaser or purchasers;

(d) The cost or allocable share of cost of any indemnity
and surety bonds during construction, taxes or other municipal
or governmental charges levied or assessed during construction
upon the Project or any property acquired therefor, and the
premiums for insurance, if any, in connection with the Project
during construction;

(e) Costs of acquisition and installation of Leased
Equipment; : . '

(f) Fees and expenses of engineers and architects for
surveys and estimates and other preliminary investigations,
preparation of plans, drawings and specifications, and super-
vising construction, as well as for the performance of all
other duties of engineers and architects in relation to th
construction and financing of the Project; '

(g) Expenses of administration, supervision and inspec-
tion properly chargeable to the Project, fees of the government,
legal expenses and fees, fiscal consultants charges, cost of
audits and of preparing, offering and issuing the Original
Project Debt, abstracts of title, title reports or opinions,
deed taxes, mortgage registry taxes, recording fees, title
insurance premiums and initial fees of the trustee, incident
to the construction and financing of the Project; and

'(h) Any other obligation or expense incurred by the
Institution in connection with the construction of the
Project defined as and constituting a proper Project cost
under the Act.

Section 3.05 Obligation of the Parties to Cooperate in
Furnishing Documents to Trustee. The Authority and the Institution
agree to cooperate in furnishing to the Trustee the documents referred
to in Section 3.03 hereof that are required to effect payments out of
the Refunding Account, and to cause such orders to be directed by the
Authorized Authority Representative and the Authorized Institution
Representative to the Trustee as may be necessary to effect payments
out of the Refunding Account in accordance with Section 3.03 hereof.
Such obligation is subject to any provision of this Lease or the
Indenture requiring additional documentation with respect to payments
and shall not extend beyond the moneys in the Refunding Account
available for payment under the terms of the Indenture.
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Section 3.06 Institution Required to Pay Outstanding
Project Debt in Event Refunding Account Insufficient. 1In the
event the moneys in the Refunding Account available for payment
of the Outstanding Project Debt (including any premium and interest
and the costs of redemption) should not be sufficient to pay the
same in full, the Institution agrees, for the benefit of the
Authority, to complete the redemption and to deposit into the
Refunding Account such amounts as are necessary and sufficient
for payment of the balance required. The Authority does not makée
any warranty, either express or implied, that the moneys, which
will be paid into the Refunding Account and which under the pro-
visions of this Lease will be available for payment of the costs
of the redemption, will be sufficient to pay all the Outstanding
Project Debt or costs which will be incurred in that connection
or that Additional Bonds can or will be issued and sold to provide
financing for such excess costs. The Institution agrees that if
after exhaustion of the moneys in the Refunding Account the Insti-
tution should pay any portion of the Outstanding Project Debt or
said costs of the redemption pursuant to the provisions of this
Section, it shall not be entitled to any reimbursement therefor
from the Authority, the Trustee, or the holders of any of the Bonds,
nor shall it be entitled to any diminution in or postponement of the
rents payable under Sections 4.01 or 4.03 hereof. '

Section 3.07 Application of Balance in Refunding Account.
When the Outstanding Project Debt shall have been redeemed and no
longer be outstanding, and all fees and expenses payable from the
Refunding Account shall have been paid, any sums remaining in the
Refunding Account shall be used, first, to return to the Institution
such amounts (if any) as it may have paid on the Outstanding Project
Debt, premium thereon (if any) or interest after the date of this
Lease from sources other than the proceeds of the Project Bonds, and
shall be used, second, for deposits in the Bond and Interest Sinking
Fund Account or the Debt Service Reserve Account, or to the extent
not required to establish the maximum reserves in said Accounts,
then in the Redemption Account to be used by the Trustee at the
direction of the Institution for the purchase of any Bonds (whether
or not redeemable by call) in the open market for the purpose of
cancellation, at prices not exceeding the redemption price appli-
cable to any Bonds on the earliest date for redemption; provided
that amounts approved by the Authorized Authority Representative
and the Authorized Institution Representative shall be retained
by the Trustee in the Refunding Account for payment of Outstanding
Project Debt not presented for payment on the date of redemption.

Section 3.08 Investment of Refunding Account Moneys
Permitted. The moneys on deposit in the Refunding Account shall
at the written request of the Authorized Institution Representative
be invested or reinvested by the Trustee in: (i) Any bonds or other
obligations which as to principal and .interest constitute direct
obligations of the United States of America, or (ii) certificates
of deposit or time deposit obligations of banks or trust companies,
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including the Trustee, secured by direct obligations of the United
- States of America, or (iii) securities issued by the agencies of
the United States described in Section 5.06 of the Indenture. Any
such investment shall be payable in such amounts and at such times
not later than the time or times when such moneys will be needed

to pay the Outstanding Project Debt, the premium thereon (if any)
and accrued interest on the first next available date on which the
Outstanding Project Debt may be redeemed or (if earlier) paid. The
type, amount and maturity of such investments shall be as specified
by the Authorized Institution Representative. The deposit of any
moneys in the Refunding Account may be evidenced by certificates of
deposit of the Trustee, as specified by the Authorized Institution
Representative. Any such investment made by the Trustee may be
purchased from the Trustee. The Institution covenants that that
portion of the Refunding Account representing proceeds of said
Project Bonds shall be directed to be invested and deposited only
for a temporary period pending the need for expenditure to redeem
the Outstanding Project Debt, and it further covenants that said
portion representing said proceeds shall not be directed to be
invested or used in such manner that any of said Project Bonds
would be "arbitrage bonds" for purposes of Section 103(d) (1) of

the Internal Revenue Code of 1954. :

[The balance of this page is intentionally left blank.]
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ARTICLE IV
RENT, PREPAYMENT

Section 4.01 Base Rent. At least five business days
before each semiannual interest payment date (commencing with the
interest payment date of April 1, 1976 and continuing thereafter
until the principal of and interest on the Bonds shall have been
fully paid or provision for the payment thereof shall have been
made in accordance with the Indenture), the Institution agrees to
pay and shall pay as Base Rent for the use of the Project:

(a) A sum equal to (i) one-half of the amount payable
as principal of (whether at maturity or by redemption or
acceleration of maturity in event of default) the Bonds on
such interest payment date or, if no principal becomes due
on such interest payment date, then one-half of the amount
payable as principal on the next succeeding interest payment
date, plus (ii) the premium, if any, and interest due on the
Bonds on such semiannual interest payment date; and

(b) In the event the Institution shall have made
payments of Base Rent with respect to a semiannual interest
payment date, but the funds on deposit in the Bond and
Interest Sinking Fund Account (after crediting thereto
any funds on deposit in the Debt Service Reserve Account)
are nevertheless insufficient to pay such principal, premium
(if any) and interest on the Bonds then due or to become
due on such semiannual interest payment date, the Institu-
tion will pay as Base Rent the amount of the deficiency; and

(c) Unless the funds and investments in the Debt
Service Reserve Account equal the sum of Five Hundred
Fifty-Two Thousand Dollars ($552,000), the Institution
will pay as Base Rent such sum as may be necessary and

sufficient to restore the Debt Service Reserve to such
sum; and i

(d) Such amounts, if any, as may become payable
under Section 6.0l or 6.02 hereof;

except to the extent the Base Rent may be abated or reduced under

Section 4.07 or Section 5.11 hereof. If the Institution fails to pay
any Base Rent under this Section when due, resulting in a default in
payment of any Bond or coupon, the Institution agrees to pay interest

on the amount in default at the rate provided in the Bond or represented
by the coupon.

Section 4.02 Place of Payment of Base Rent. The Base
Rent provided for in Section 4.01 shall be paid directly to the
Trustee at its corporate trust office for the account of the Au-
thority for deposit in the Revenue Fund Account and then transfer
and deposit into the Bond and Interest Sinking Fund Account and
Debt Service Reserve Account as provided in the Indenture. The
Institution shall furnish to the Authority, at its office, advice
of the transmittal of Base Rent to the Trustee at the time of
transmittal of payment.
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Section 4.03 Additional Rent. The Institution will pay
as Additional Rent:

(a) To the Authority, at its office, on December 1,
1975 and on the 1lst day of October in each year thereafter
through October 1, 1993, the sum of Eight Thousand Fifty
Dollars ($8,050) as the annual fee provided for in the
Agreement of 1/8 of 1% of the original principal amount
of the Bonds to be used by the Authority for its general
purposes; and

(b) To the Trustee, for itself or remittance to other
paying agents, commencing with April 1, 1976, and con-
tinuing until the principal of and interest on the Bonds
shall have been fully paid or provision for the payment
thereof shall have been made in accordance with the pro-
visions of the Indenture, (i) an amount equal to the fee
of the Trustee, as trustee, for the ordinary services of
the Trustee rendered and its ordinary expenses incurred
under the Indenture during the preceding six-month period,
(ii) the reasonable fees and charges of paying agents on
the Bonds for acting as paying agent as provided in the
Indenture, as and when the same become due, and (iii) the
reasonable fees and charges of the Trustee for necessary
extraordinary services rendered by it and extraordinary
expenses incurred by it under the Indenture, as and when
the same become due; provided, that the Institution may,
without creating a default hereunder, contest in good
faith the necessity for any such extraordinary services,
and extraordinary expenses and the reasonableness of any
such fees, charges or expenses; and

(c} To the Trustee or Authority, as the case may be,
upon demand amounts advanced by the Trustee for the account
of the Authority or the Institution under Section 8.12 or
8.14 of the Indenture or advanced by the Authority under
Section 9.05 of this Lease; and

(d) To the County Treasurer or other appropriate
authority for the account of the Authority, and before the
same becomes delinquent or any penalty attaches, all taxes,
special assessments, or other governmental charges imposed

- on or with respect to the Leased Property or any part thereof,
subject to Section 5.08 hereof.

The Institution shall furnish to the Authority, at its office, advice
of the transmittal of all payments of Additional Rent at the time of
transmittal to any person other than the Authority. 1If the Institution
fails to pay any Additional Rent under this Section, when due, the
Institution shall pay interest thereon at the rate of 8.00% per annum
or, if greater, at the rate provided by law. '
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Section 4.04 ©Net Lease.. This is a net lease, and the
Authority shall not be required to make any expenditures whatsoever
in connection with this Lease or the Leased Property (except as
otherwise provided in this Lease, the Agreement and the Indenture
from proceeds of Bonds), or to make any repairs or to maintain the
Leased Premises or Leased Equipment. The obligations of the Insti-
tution to make the payments of Base Rent and Additional Rent required
in Sections 4.01 and 4.03 hereof and to perform and observe the other
'agreements on its part contained herein shall be absoclute and uncon-
- ditional; and until such time as the pr1nc1pal of and interest on
the Bonds shall have been fully paid or provision for the payment
thereof shall have been made in accordance with the Indenture, the
Institution (i) will not, subject to the provisions of Section 4.07

hereof, suspend or discontinue any payments of Base Rent and Additional

‘Rent prov1ded for in Sections 4.01 and 4.03 hereof, (ii) will perform
and observe all of its other agreements contained in this Lease, and
(iii) except as provided in Article X or Section 7.19 hereof will not
terminate the Lease Term for any cause including, without limiting the
generality of each of the foregoing, failure to complete the Project,

any acts or circumstances that may constitute failure of consideration,

destruction of or damage to the Project, frustration of purpose, any
change in the tax or other laws or administrative rulings of or
administrative actions by the United States of America or the State
of Minnesota or any political subdivision of either, or any failure
of the Authority to perform and observe any agreement, whether
expressed or implied, or any duty, liability or obligation arising
out of or connected with this Lease or the Indenture. Nothing
contained in this Section shall be construed to release the Au-
‘thority from the performance of any of the agreements on its part
contained in this Lease; and in the event the Authority should

fail to perform any such agreement on its part, the Institution
may institute such action against the Authority as the Institution
may deem necessary, so long as no judgment or court order sought

or obtained in such action shall interfere with the prompt and

full payment of the Base Rent and Addltlonal Rent as contemplated
hereby.

Section 4.05 Rent a General Obligation; Security Therefor.
This Lease, and particularly the obligations of the Instituticn to
make the payments of Base Rent and Additional Rent required by
Sections 4.01 and 4.03 hereof and to perform and observe the other
agreements on its part contained herein, is a general ob;1gatﬂon
of the Institution additionally secured by a security interest in
certain property, including the Leased Property, as provided in
the Agreement.

The Institution agrees to pay the rentals and payments
required by this Lease from the general funds or any other moneys
legally available to the Institution in the manner and at the times
provided by this Lease. The Institution covenants and agrees to
charge tuition fees, other fees, rentals and charges which, together
with the general funds or any other moneys legally available to the
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Institution, shall provide moneys sufficient at all times: (i) to
pay such rentals and payments required by this Lease; (ii) to
meet current expenses of operation and maintenance of the Project
and all other obligations and payments required by this Lease; and
(iii) to pay all other obllgatlons of the Institution as the same
become due and payable.

Section 4.06 Prepayment of Rents; Redemption of Bonds.
There is expressly reserved to the Institution the right, and the
Institution is authorized and permitted, at any time it may choose,
to prepay all or any part of the Base Rent payable under Section 4.01
hereof, and the Authority agrees that the Trustee may accept such
prepayment of rents when the same are tendered by the Institution.
All rents so prepaid shall be credited on the Base Rent payments
spec1f1ed in Section 4.01 hereof, in the order of their maturities.

The Institution also may at any time deliver to the Trustee
moneys in addition to the rental payments required under this Lease
with instructions to the Trustee to deposit such funds in the Redemp-
tion Account and to use such moneys for the purpose of purchasing any
of the outstanding Bonds or to call for redemption any of the Bonds
in accordance with the provisions of the Indenture. Any moneys so
delivered to the Trustee shall be held in the Redemption Account
and shall not be considered as payment of rent or prepayment of
rent under this Lease and shall not operate to abate the payment
of Base Rent required by Section 4.01 of this Lease.

Section 4.07 1Institution Entitled to Base Rent Abatements
if Bonds Paid Prior to Maturity. : If at any time the aggregate moneys

. in the Bond and interest Sinking Fund Account, the Debt Servitce Reserve

Account and the Redemption Account shall be sufficient to retire, in
accordance with the provisions of the Indenture, all of the Bonds at
the time outstanding, and to pay all fees and charges of the Trustee
and any paying agent of the Bonds due or to become due through the
date on which the last of the Bonds is retired, under circumstances
not réesulting in termination of the Lease Term, and if the Institution
is not at the time in default hereunder, the Institution shall be
entitled to use and occupy the Project from the date on which such
aggregate moneys are in the hands of the Trustee to the termination
of the Lease Term, without the payment of the Base Rent specified

in Section 4.01 hereof during that interval (but otherwise on the
terms and conditions hereof).

Section 4.08 Payments from General Bond Reserve Account.
In the event the Authority shall pay principal of or premium (if any)
or interest on any of the Bonds from the General Bond Reserve Account,
such payment shall constitute an advance by the Authority to the Insti-
tution under Section 9.05 of this Lease and shall not operate to satisfy,
abate or reduce any accrued or future amount of Base Rent payable by the
Institution under this Lease.
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Section 4.09 Investment of Funds, Abatement of Base Rent.
Moneys on deposit to the credit of the Bond and Interest Sinking Fund
Account, the Debt Service Reserve Account, or the Redemption Account
shall be invested by the Trustee, upon request by the Authorized Insti-
tution Representative to the Trustee or the Authority, in authorized
securities as defined in Section 5.06 of the Indenture. Obligations
so purchased shall be deemed at all times to be a part of the respective
Account, but may from time to time be sold or otherwise converted into
cash, whereupon the proceeds derived from such sale or conversion shall
be credited to such Account. Any interest and income accruing on and
any profit realized from such investment shall be credited against the
amount of Base Rent required to be deposited in such Account under
paragraph (a). or (c), as appropriate, of Section 4.01 hereof prior .
to the next semiannual interest payment date; it being intended that
interest, income and profit shall not be permitted to accumulate but
shall be used to provide debt service on the Bonds or for the prior
redemption or retirement of Bonds., The investment of such funds shall
be valued according to the current market value as of June 30 of the
then current year, or December 31 of the immediately preceding calendar
year, or the date of issuance of such securities, whichever is latest.
Any such investment made by the Trustee may be purchased from the
Trustee. The Trustee shall redeem or sell, at the best price obtain-
able, any obligations so purchased, whenever it shall be necessary
to do so in order to provide moneys to meet any payment from the
respective Account. Neither the Truystee nor the Authority shall be
liable for any loss resulting from any such investment, nor from
failure to preserve rights against endorsers or other prior parties
to instruments evidencing any such investment. Investment of funds
pursuant to this Section shall be limited as to amount and yield of
investment in such manner that no part of the outstanding Bonds
shall be deemed "arbitrage bonds" under Section 103(d) of the
Internal Revenue Code of 1954 and regulations thereunder.

[The balance of this page is intentionally left blank.]
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ARTICLE V
USE, MAINTENANCE, CHARGES AND INSURANCE

Section 5.01 Use of Leased Premises. The Institution will
use and operate the Project at all times as an educational facility,
eligible to be and defined as a "project" under the Act, and not as a
facility for sectarian instruction or as a place of religious worship
nor primarily in connection with any part of a program of a school
or department of divinity for any religious denomination. The
Institution will not use or permit any prerson to use the Leased
Premises or the Project for any use or purpose in violation of
‘the laws of the United States, the State of Minnesota, or any
ordinance of the City where the Project is located, and agrees
to comply with all the orders, rules, regulations and requirements
of the Board of Fire Underwriters, officers or boards of the City,
County or State or other governmental authority having jurisdiction
over the Leased Premises. The Institution shall have the right
to contest by appropriate legal proceedings, without cost or expense
to the Authority, the validity of any law, ordinance, order, rule,
regulation or requirement of the nature herein referred to, and
if by its terms compliance therewith legally may be held in abeyance
without subjecting the Authority or the Leased Property to any
lien, charge, liability, damage or loss, the Institution may post-
pone compliance until the final determination of any such proceedings.
The Authority agrees to cooperate in the institution, defense
or maintenance of any such proceeding at the request and at the
expense of Institution except for any proceeding contesting the
Act or any rule or regulation of the Authority.

Section 5.02 Quiet Enjoyment. The Institution acknowledges
that it is now in possession of the Leased Premises. The- Authority
agrees that the Institution, upon paying the specified rental and
performing the covenants herein agreed by it to be performed, shall
and may peaceably and quietly have, hold, and enjoy the said
Leased Property for the term specified. The Authority and the
Trustee shall have the right at all reasonable times during the
Lease Term to enter the Leased Premises for the purpose of examining
or inspecting the Leased Property and of making such repairs and
replacements therein as the Authority or the Trustee shall deem
necessary and for purposes of exhibiting the same for sale or lease.
Nothing in this Section shall imply any duty upon the part of the
Authority or Trustee to do or pay for any work Whlch under any
provision of this Lease the Institution is required to perform, and
the performance thereof by the Authority or the Trustee shall not
constitute a waiver of the Institution's r.:fault in failing to
perform the same.

Section 5.03 Maintenance of Project by Institution. The
Institution agrees that during the Lease Term it will keep the Project
including all appurtenances thereto and the equipment and machinery
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therein in good repair and good operating condition at its own cost,
and upon the expiration or termination of this Lease it will, unless
it shall have elected to exercise any option to purchase the Project
granted hereunder, surrender the Project including the Leased
Premises, Building and Leased Equipment and appurtenances thereto

to the Authority in as good condition as prevailed at the time

it was put in full possession thereof, loss by fire or other
casualty covered by insurance, ordinary wear and tear, obsolescence
and acts of God excepted, subject to the provisions of Sections

5.04 and 5.07 of this Lease.

Section 5.04 Alterations. The Institution shall have
the privilege-of remodeling the Building or making alterations,
modifications and improvements to the Leased Premises, the Building
or the Leased Equipment from time to time as it, in its discretion,
may deem to be desirable for its uses and purposes, the cost of which
remodeling, additions, modifications and improvements shall be paid
by the Institution or to the extent permitted by the Indenture from
the proceeds of Additional Bonds, and the same shall be the property
of the Authority and be included under the terms of this Lease as
part of the Project. Before contracting for any such remodeling,
addition, modification or improvement estimated to cost $30,000 or
more, the Institution shall cause plans and specifications therefor
to be prepared and submitted to the Authority for its approval, which
approval shall nct be unreasonably withheld. The Institution shall
also secure a payment and performance bond to the extent and in the
form required by Section 5.15 of this ILease.

Section 5.05 Liens. The Institution will not permit any
‘mechanics' or other liens to be established or remain against the
Project for labor or materials furnished in connection with any
remodeling, additions, modifications, improvements, repairs, renewals
or replacements so made by it; provided, that if the Institution
shall first notify the Trustee of its intention so to doc, the
Institution may in good faith contest any mechanics' oxr othexr liens
filed or established against the Project, and in such event may
permit the items so contested to remain undischarged and unsatisfied
during the period of such contest and any appeal therefrom unless
the Authority or the Trustee shall notify the Institution that, in
the opinion of Independent Counsel, by nonpayment of any such items
the lien of the Indenture will be materially endangered or the
Project or any part thereof will be subject to loss or forfeiture,
in which event the Institution shall promptly pay and cause to be
satisfied and discharged all such unpaid items. The Authority will
cooperate fully with the Institution in any such contest.

Section 5.06 Certificate as to Leased Equipment and
Alterations. The Institution agrees that it will file with the
Authority and the Trustee, within 90 days after the end of each
fiscal year of the Institution, a. certificate of the Authorized
Institution Representative setting forth the description of
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any machinery, equipment or related property which has become

a part of the Leased Equipment and of any additions, remodeling,
modifications or improvements to the Leased Premises or Building
which have been made during the fiscal year of the Institution
next preceding the filing of such certificate.

Section 5.07 Removal of Leased Equipment. The Authority
shall not be under any obligation to renew, repair or replace any
inadequate, obsolete, worn out, unsuitable, undesirable or unnecessary
Leased Equipment. The Institution shall have the privilege from time
to time of substituting furnishings, equipment and related property
for any Leased Equipment, provided that such property so substituted
shall not impair the character or significance of the Project as an
- educational facility. Any such substituted property shall become
the property of the Authority and be included under the terms of this
Lease, and the replaced Leased Equipment shall become the property of
the Institution. The Institution shall also have the privilege of
removing any Leased Equipment, without substitution therefor; provided,
that the Institution pays to the Authority a sum equal to the then
value of said Leased Equipment as determined by an Independent
Engineer selected by the Institution if and so long as any of the
Bonds remain outstanding. The Institution shall pay such amounts
directly to the Trustee for deposit in the Redemption Account and
shall deliver to the Trustee a certificate signed by said Engineer
setting forth the value of said Leased Equipment and a certificate
signed by the Authorized Institution Representative stating that the
removal of such equipment will not impair the character or significance
of the Project as an educational facility, provided that if the origina’
cost of any item of equipment so removed was less than $5,000, such
removal without substitution may be effected without such determinatio=n
‘of value and certificate by an Independent Engineer upon such showing
by the Institution as may be satisfactory to the Trustee.

The Institution may at any time while it is not in default
under this Lease remove from the Project any machinery or equipment
purchased and installed by it pursuant to Section 7.09 of this Lease
and not included as Leased Equipment and shall deliver to the Trustee
a certificate signed by the Authorized Institution Representative
stating that its removal will not impair the character or significance
of the Project as an educational facility.

In the evént any removal of furnishings or equipment under
this Section or Section 7.09 causes damage to existing buildings or
structures, the Institution shall restore the same or repair such
damage at its sole expense. :

The Authority agrees to execute and deliver such documents
(if any) as the Institution may properly request in connegtion w%th
any action taken by the Institution in conformity with this Section
5.07. The removal from the Project of any portion of the Leased
Equipment pursuant to the provisions of this Section shall not
entitle the Institution to any abatement or diminution of the Base
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Rent or Additional Rent payable under Sections 4.01 and 4.03 hereof,
and any amounts deposited to the Redemption Account by reason of
removal of Leased Equipment shall not be credited against subsequent
rentals under the provisions of Sections 4.01 or 4.03 hereof but shall
be used by the Trustee either for purchase of Bonds on the open market
for cancellation at a price not exceeding the then or next available
price at which Bonds may be called for redemption, or to call Bonds
for redemption, when practical, in the manner provided in the
Indenture. The Institution will not remove, or permit the removal

of, any of the Leased Equ1pment from the Leased Premises except in
accordance with the provisions of this Section.

Section 5.08 Taxes, Other Governmental Charges and Other
Charges. The Institution will pay, as the same respectively become
due, all taxes, special assessments, and governmental charges of any
kind whatsoever that may at any time be lawfully assessed or levied
against or with respect to the Project or any furnishings, equipment
or other proper=y installed or brought by the Institution therein or
thereon, and al. claims for rent, royalties, labor, materials,
supplies, utilities and other charges incurred in the operation,
maintenance, use, occupancy and upkeep of the Project.

The Institution may, at its expense and in its own name
and behalf or in the name and behalf of the Authority, in good faith
contest any such taxes, assessments and other charges and, in the
event of any such contest, may permit the taxes, assessments or
other charges so contested to remain unpaid during the period
of such contest and any appeal therefrom unless the Authority
or the Trustee shall notify the Institution that, in the opinion
of Independent Counsel, by nonpayment of any such items the lien
of the Indenture on any property mortgaged or revenues pledged -
thereunder or the interests of the Authority in the Project will
be materially endangered or the Project or any part thereof will
be subject to loss or forfeiture, in which event such taxes,
assessments or charges shall be paid promptly. The Authority will
cooperate fully with the Institution in any such contest.

Section 5.09 Fire and Extended Coverage Insurance. 5o
long as any Bonds are outstanding hereunder, the Institution shall
obtain and at all such times maintain in force fire and extended
coverage insurance on all buildings, structures and improvements,
flxtures, equipment, furniture and furnishings constituting the
Project in amounts sufficient to provide for not less than full
recovery whenever the loss from causes covered by such insurance
does not exceed eighty percent (80%) of the full insurable value of
the property to be so 1nsured. .

As an alternative to the above, if acceptable to the
Trustee, the Institution may insure such property under a blanket
insurance policy or policies which cover not only such property

but other properties.
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Section 5.10 Boiler Insurance. The Institution shall,
if such insurance is not already in force, procure and maintain,
so long as any of the Bonds are outstanding, Boiler Insurance
covering any boilers servicing the Project, in a minimum amount
of $50,000. . : '

Section 5.11 [This Section intentionally omitted.]

Section 5.12 Additional Provisions Respecting Insurance.
Any insurance policy issued pursuant to Article V hereof shall be
so written or endorsed as to make losses, if any, payable to the
Authority, the Institution and the Trustee as their respective
interests may appear; provided, any such insurance policy may be
so written or endorsed as to make losses not in excess of $100,000
for each occurrence payable directly to the Institution as herein-
after provided in Section 6.01. Each insurance policy provided for
in Sections 5.09, 5.10.and 5.13 hereof shall contain a provision
to the effect that the insurance company shall not cancel the same
without first giving written notice thereof to the Authority and the
Trustee at least ten days in advance of such cancellation, and the
Institution shall deliver to the Trustee duplicate copies of cer-
tificates of insurance pertaining to each such policy of insurance
procured by the Institution and agrees to keep such duplicate copies
or certificates up to date. : '

~Section 5.13 Public Liability Insurance. The Institution
agrees that it will carry public liability insurance with reference
to the Project with one or more reputable insurance companies duly
qualified to do business in the State of Minnesota, in minimum
amounts of $300,000 for the death of or bodily injury to one person
and $1,000,000 for bodily injury or death for each occurrence in
connection with the Project and $100,000 for property damage for
any occurrence in connection with the Project. The Authority shall
be made an additional insured under such policies, or such policies
may provide that all of the lessors of and owners of property leased
by the Institution are insured in lieu of naming the Authority
specifically. The insurance provided by this Section may be by
blanket insurance policy or policies.

Section 5.14 Workmen's Compensation Coverage. Throughout
the Lease Term, the Institution shall maintain Workmen's Compensation
Coverage or cause the same to be maintained to the extent required
by law.

Section 5.15 Performance Payment Bonds. Whenever the
Institution shall cause the Project to be repaired, rebuilt or restored
under Section 6.01 or 6.02, or to be altered or improved under Section
5.04, the Institution agrees that it will cause each contractor to
deliver to it, naming it and the Authority as obligee, a performance
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and payment bond written by a company qualified to transact insurance
business in Minnesota, including surety insurance, in a penal sum
equal to the full amount payable by the Institution under each
contract, which bond shall secure and be for the benefit of all
subcontractors, materialmen and laborers, as well as the Institution,
(i) to the extent and in the form required by Section 574.26, Minnesota
Statutes, or any other law applicable to public contracts or work on
public property and (ii) in any case when the amount of the contract
and any related contracts shall be estimated to cost $30,000 or more.
The Institution shall deliver an executed copy of each such bond for
contracts executed as of the time of the delivery of the Project Bonds
to the Authority together with a copy thereof to the Trustee at the
time of the delivery of the Project Bonds; and as to any contracts

executed thereafter, s1m11ar delivery to the Authority and Trustee
will be made. -

[The balance of this page is intentionally left blank.]

-99~

‘;@;“

o

ﬂ*\

PR

-



ARTICLE VI
DAMAGE , DESTRUCTION AND CONDEMNATION

Section 6.01 Damage and Destruction. If prior to full
payment of the Bonds (or provision for payment thereof having been
made in accordance with the provisions of the Indenture) the Building
or- the Leased Equipment shall be damaged or partially or totally
destroyed by fire, flood, windstorm or other casualty at any time
during the Lease Term, there shall be no abatement or reduction in
the rent payable by the Institution under this Lease, and, to the
extent that the claim for loss resulting from such damage or destruc-
tion is not greater than $100,000, the Institution (i) will promptly
repair, rebuild or restore the property damaged or destroyed with
such changes, alterations and modifications (including the substi-
tution and addition of other property) as may be desired by the
Institution and as will not impair the character or significance of
the Project as an educational facility, and (ii) will apply for such
‘purpose so much as may be necessary of any Net Proceeds of insurance
policies resulting from claims for such losses not in excess of
$100,000 as well as any additional moneys of the Institution necessary
therefor or moneys available from the sale of Additional Bonds
pursuant to paragraph 6 of the Agreement for the Project Bonds.

All Net Proceeds of insurance resulting from claims for losses

up to such amounts shall be paid to the Institution by the Trustee
under the Indenture unless the Net Proceeds of insurance and other
available funds are insufficient to complete the repair, recon-
struction, or restoration of the damaged or destroyed property.

Unless the Institution shall have elected to exercise its
option to purchase pursuant to the provisions of Section.10.02 of
this Lease, if prior to full payment of the Bonds (or provision for
payment thereof having been made in accordance with the provisions:
of the Indenture), the Building or the Leased Equipment shall be
destroyed (in whole or in part) or damaged by fire, flood, windstorm
or other casualty to such extent that the claim for loss resulting
from such destruction or damage is in excess of $100,000, the Insti-
tution shall promptly give written notice therecf to the Trustee.

All Net Proceeds of insurance policies resulting from claims for
losses over $100,000 shall be paid to and held by the Trustee in

a separate insurance loss account, whereupon (i) the Institution
will proceed to repair, rebuild or restore the property damaged orx
destroyed with such changes, alterations and modifications (including
the substitution and addition of other property) as may be desired by
the Institution and as will not impair the character or significance
of the Project as an educational facility, and (ii) the Trustee will
apply so much as may be necessary of the Net Proceeds of such insur-
ance to payment of the costs of such repair, rebuilding or restora-
tion, either on completion thereof or as the work progresses, upon
delivery to the Trustee of a certificate signed by the Authorized
Institution Representative and approved by the Authorized Authority
Representative, setting forth the costs theretofore incurred or paid,
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and approved by an Independent Engineer named in the request, if any,
for such approval by the holder or holders of 51% of the outstanding
Bonds. In the event said Net Proceeds and moneys available from the
sale of Additional Bonds pursuant to paragraph 6 of the Agreement for
the Project are not sufficient to pay in full the costs of such
rgpair, rebuilding or restoration, the Institution will nonetheless
complete the work thereof and will provide for payment of the portion
of the cost thereof in excess of the amount of said Net Proceeds unless
the Institution, by resolution of its Board of Directors, shall certif-
to the Trustee and the Authorityv (A) to one of the effects provided )
in clauses (i), (ii) and (iii) of paragraph (a) of Section 10.02
-regarding restoration within six months, interruption of operations
for more than six months, and cost of restoration exceeding by

more than.$100,000 the Net Proceeds of insurance, and (B} that

the Institution elects that the ocutstanding Bonds shall be redeemed.
The Institution shall not, by reason of the payment of any excess
costs over the Net Proceeds, be entitled to any reimbursement

from the Authority or any diminution or abatement of the Base

Rent or Additional Rent payable under this Lease. If an Authorized
Authority Representative and Authorized Institution Representative
shall request and the holders of not less than fifty-one per centum
(51%) of the then outstanding Bonds shall so agree 'in writing,

the Trustee shall permit to be applied to such repair, rebuilding

or restoration all securities or moneys in the Bond and Interest
Sinking Fund Account and Debt Service Reserve Account held by

it under and as provided in the Indenture.

Any amounts held by the Trustee or by the Authority
and remaining at the completion of, and payment for, such repair,
rebuilding or restoration, shall be deposited in the Bond and
Interest Sinking Fund Account, Debt Service Reserve Account or
Redemption Account, as appropriate, and applied in accordance
with the provisions of the Indenture.

In the event the Institution certifies and elects not to
repair, rebuild or restore the damaged or destroyed property as above
provided, all of the outstanding Bonds shall be retired and the Net
Proceeds shall be applied for that purpose. In such event all of
the Bonds are subject to redemption, and redemption shall be effected
pursuant to the provisions of, in the manner, and with the effect
provided in the Indenture. If the Net Proceeds of insurance shall
be insufficient, together with the amount then credited to the Bond
and Interest Sinking Fund Account, Debt Service Reserve Account,

and Redemption Account, and available to redeem or retire, in accordanc

with the provisions of the Indenture, all of the outstanding Bonds
(including principal, interest, expenses of redemption, redemption

~ premium, if any, and Trustee's fees), the Institution shall pay

“such deficiency as Base Rent; and the Net Proceeds of insurance! '
together with any additional Base Rent paid by reason of insufficiency
shall, together with any amounts then credited to such Accounts, .

be applied to the redemption of all outstanding Bonds at the earliest
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possible date. If the Bonds have been fully paid, and payment'of
all Additional Rent payable to the Authority and the Trustee has

been made or provided for, all Net Proceeds will be paid to the
Institution. :

Section 6.02 Condemnation. Unless the Institution shall
exercise its option to purchase pursuant to the provisions of Section
10.02 hereof, if at any time before the Bonds have been fully paid
(or provision for payment thereof has been made in accordance with
the provisions of the Indenture), title to all or substantially all
the Project shall be taken in any proceeding (hereinafter referred
to as a "Proceeding") involving exercise of the right of eminent
domain, this Lease (except as to the following provisions of this
Section 6.02) and the Lease Term, and all right, title and interest
of the Institution in the Project, shall come to an end at midnight
“of the 31lst day after vesting of title pursuant to the Proceeding,
and the Authority shall be entitled to receive the Net Proceeds of
the award, which the Institution hereby assigns to the Authority. .
If the Net Proceeds of the award shall be insufficient, together
with the amount then credited to the Bond and Interest Sinking Fund
Account, Debt Service Reserve Account, and Redemption Account, and
available to redeem or retire, in accordance with the provisions
of the Indenture, all of the outstanding Bonds (including principal,
interest, expenses of redemption, redemption premium, if any, and
Trustee's fees), the College shall pay such deficiency as Base Rent.
If the Net Proceeds of the award, together with the amount then
credited to such Accounts, is in excess of the amount required
to redeem or retire the Bonds as aforesaid, such excess shall
be paid in full to the Institution. The Net Proceeds of the
-~ award received by the Authority (less any excess amcunt paid
to the Institution, as hereinbefore provided), together with
any additional Base Rent paid by reason of insufficiency shall,
together with any amounts then credited to such Accounts, be
applied to the redemption of all outstanding Bonds at the earliest
possible date. For purposes of this Section, "all or substantially
all the Project" shall be deemed to have been taken if the taking
under any Proceeding shall involve such an area, or such impairment
of access to the Project over public highways, that the Institution
cannot in its opinion, evidenced by written notice to the Authority,
given within 30 days after the commencement of the Proceeding,
reasonably operate its business in the remainder of the Project
for a period of at least six (6) months substantially in the same
manner and as satisfactorily as before.

If at any time after the Bonds have been fully paid (or
provision for payment thereof has been made in accordance with the
provisions of the Indenture), title to all or substantially all the
Project shall be taken in any Proceeding, this Lease and the Leasg
Term, and all right, title and interest of the College in the Project
shall come to an end at midnight of the 31lst day after the vesting
of title pursuant to the Proceeding, and the Net Proceeds of the
award shall be paid in full to the Institution.
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If, during the Lease Term, title to less than all or sub-
stantially all the Project shall be taken in any Proceeding, neither
~the terms of this Lease nor any of the obligations of either party
under this Lease shall be reduced or affected -in any way, and the
Institution shall promptly repair, rebuild or restore the Project
to a condition substantially equivalent to its condition prior to
the taking by such Proceeding, or if that is not possible, then to
a complete architectural unit and "project" as that term is used in
the Act. The Authority will cause the Net Proceeds received by it
from any award made in such Proceeding to be applied to such repair,
rebuilding or restoration, and if the Net Proceeds shall be insuf-
ficient to pay the cost of such repair, rebuilding or restoration,
the Institution shall pay the deficiency. Any balance of the Net
Proceeds of the award remaining after paying such cost shall be paid
into the Redemption Account. If the Bonds have been fully paid (or
provision for payment thereof has been made in accordance with the
Indenture), all Net Proceeds will be paid to the Institution.

The Authority and Institution shall cooperate fully in the
“handling and conduct of any prospective or pending Proceeding with

respect to the Project or any part thereof, and the Authority will joi-n

with the Institution, to the extent it may lawfully do so and at the
Institution's expense, in maintaining or permitting the Institution
to maintain a defense or contest of amount of award in any such
Proceeding. In no event will the Authority voliuntarily settle, or
consent to the settlement of, any prospective or pending Proceeding
with respect to the Project or any part thereof without the written
consent of the Institution.

Section 6.03 Condemnation of Institution-Owned Property.
The Institution shall also be entitled to the Net Proceeds of any
condemnation award or portion thereof made for damages to or taking
of its own property or for damages on account of the taking of or
interference with the Institution's right to possession, use or
occupancy of the Project. Similarly, the Institution shall'also be
entitled to the Net Proceeds of any fire and extended coverage or
similar insurance on its own property not constituting part of the
Project. -

[The balance of this page is intentionally left blank.]
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ARTICLE VII
'SPECIAL COVENANTS

. Section 7.01 No Warranty of Condition or Suitability;
Indemnification. The Authority does not make any warranty, either
express or implied, as to the ‘design or capacity of the Project; as
to the suitability for operation of the Project; or as to the copditiorn
of the Project; or that it will be suitable for the Institution's
purposes or needs. The Institution releases the Authority from,
agrees that the Authority shall not be liable for, and agrees to
- hold the Authority, its members and employees, harmless against,
any claim, cause of action, suit, or “liability for any loss or
‘damage to property or any injury to or death of any person that may
be occasioned by any cause whatsoever pertaining to the Project or
the use thereof, including that caused by any negligence of the
Authority or anyone acting in its behalf; provided, that the indemnity
in this sentence shall be effective only to the extent of any loss
that may be sustained by the Authority in excess of the Net Proceeds
received by the Authority from any insurance carried with respect to
the loss sustained. : :

N

In connection with the sale of the Project Bonds, the
Institution has furnished or caused to be furnished to the Authority
- certain information for inclusion in the Official Statement of the
Authority respecting the Bonds and as to such information concerning
the Institution, the Project, and the operations of the Institution,
‘it agrees to indemnify and hold harmless the Authority against any
and all losses, claims, damages or liability to which the Authority
may become subject under law, and to reimburse the Authority for any
out-of-pocket legal and other expenses (including reasonidble counsel
fees) incurred by the Authority in connection with investigating any
such losses, claims, damages, or liabilities or in connection with
defending any actions insofar as the same relate to the aforesaid
information furnished to the Authority by the Institution. The
Authority agrees, at the request and expense of the Instituticn, to
. cooperate in the making of any investigation in defense of any such
claim and promptly to assert any or all of the rights and privileges
and defense which may be available to the Authority. The provisions:
of this Section do not supersede the provisions of paragraph l(c) of
the Agreement or the Indemnity Agreement executed by the Institution

to the Authority.

: Section 7.02 Institution to Maintain its Existence and
Accreditation; Conditions Under Which Exceptions Permitted. The
Institution agrees that during the Lease Term it will maintain its
existence as a nonprofit corporation and a nonprofit institution of
higher education under the laws of Minnesota, accredited as such by
recognized accrediting organizations; will not dissolve or othexwise
dispose of all or substantially all of its assets; and will not merge
into another institution or permit’one or more other corporaticns to

consolidate with or merge into iﬁ}'provided, that the Institution may.,
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without violating the agreement contained in this Seeticn, consqlidate
with or merge into another institution of higher education, or permit
one or more other of such institutions to consolidate with or merge
into it, or sell or otherwise transfer to another such institution
all or substantially all of its assets as an entirety and thereafter
dissolve, provided that if the surviving, resulting or transferee
institution, as the case may be, is other than the Institution, such
‘surviving, resulting or transferee institution assumes in writing all
of the obligations of the Institution herein, and is either a state
university or college or is a nonprofit corporation and a nonprofit
institution of higher education under the laws of Minnesota, eligible

' to be a participating nonprofit institution under the Act, and complies

and will comply with the provisions of Sections 7.11 and 7.12 hereof.

If merger or sale or other transfer is made as provided in
this Section, the provisions of this Section shall continue in full
force and effect and no further merger or sale or other transfer
shall be made except in compliance with the provisions of this
Section. : ' :

Section 7.03 Release of Certain Land. Notwithstanding
“any other provision of this Lease, the parties hereto reserve the
right, at any time and from time tc time, to amend this Lease for the
purpose of effecting the release of and removal from this Lease and
the leasehold estate created hereby of (i) any unimproved part of the
land included in the Leased Premises (on which neither the Building
nor any Leased Equipment is situated)., or (ii) any part of such land
. with respect to which the Authority proposes to grant an easement or
convey fee title to a public utility or public bedy in order that
. utility services or rcads may be provided for the Project; provided,
that if at the time any such amendment is made any of the Bonds are
outstanding and unpaid, such amendment shall not be effective until
and unless there are deposited with the Trustee the following: ‘

(a) Copies of the said amendments to this Lease as
executed. ‘

(b) A resolution of the Authority (i) stating that

"the Authority is not in default under any of the provisions
‘of the Indenture and that the Authority and the Institution
are not to the knowledge of the Authority in default under
any of the provisions of this Lease, (ii) giving an adequate
legal description of that portion of the Leased Premises to
be released, (iii) stating the purpose for which the release
is desired, (iv) requesting such release, and (v} approving
such amendments to this Lease.

(c) Evidence of the authority of the officer of the
Institution who executes such amendments to this Lease.

(d) A resolution of the Board of Directors of the
Institution or an opinion of counsel for the Institution
_stating that the Institution is not in default under
this Lease. :

-105-

@\

-

V&)
&



(e) If applicable, a copy of the instrument éranting
the easement, or conveying the title to a public utility or

i

public body.

(£) A certificate of an Independent Engineer, acceptable
to the Trustee, dated not more than sixty days prior to the
date of the release and stating that in the opinion of such
Engineer (i) the portion of the Leased Premises so proposed
to be released is necessary or desirable in order to obtain
utility services or roads to benefit the Project, or is not
otherwise needed for the use and operation of the Project
for the purpose hereinabove stated, and (ii) the release so
-proposed to be made will not impair the usefulness of the
Building as an educational facility and will not destroy the
means of ingress thereto and egress therefrom.

Section 7.04 Granting Easements. If neither the Authority
nor the Institution is then in default, and to the extent permitted
by the Indenture, the Authority at the request of the Institution
from time to time shall grant easements, licenses, rights-of-way

- {including the dedication of public highways) and other rights or
privileges in the nature of easements with respect tc the Leased
Premises, or may release existing easements, licenses, rights-of-
way and other rights or privileges with or without consideration,
and the Authority agrees that it shall execute and deliver any
instrument necessary or appropriate to grant or release any such
easement, license, right-of-way or other right or privilege upon
receipt of: (a) a copy of the instrument of grant or release; and
(b) a written application signed by the Authorized Institution
.Representative requesting such instrument, and certifying that in
his opinion (i) such grant or release is not detrimental toc the
proper use or operation of the Project, and (ii) such grant or
release will not -impair the character or significance of the Project
as an educational facility.

Section 7.05 Annual Statement. The Institution agrees to
have an annual audit made by its regular independent certified public
accountants and to furnish to the Authority and the Trustee promptly
upon completion a copy of audited financial statements, pertaining
to the assets, liabilities and results of operation of the Institution,
including the operations of the Project, the changes in and condition
of enrollment at the Institution, and statement of insurance coverage
required by this Lease, in such form and detail and with such addi-
tional information as will enable the Authority to comply with the
provisions of Section 6.17 of the Indenture. The Institution shall
render to the Authority such additional reports concerning the repair,
maintenance and condition of the Project as the Authority may from

time to time request. ,

Section 7.06 No Abatement or Diminution of Rent. No
release or grant effected under the provisions of Section 7.03 or
7.04 of this Lease nor the application of moneys as;provided in
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Section 7.07 hereof shall entitle the Institution to any abatement
or diminution of the Base Rent or Addltlonal Rent payable under
Section 4. Ol or 4.03 hereof -

Section 7.07 Payment into Redemptlon Account. Any moneys
received by the Authority pursuant to Section 7.03 or 7.04 of this
Lease shall be paid into the Redemption Account, and such amounts

shall not be credited against subsequent Base Rent or Addltlonal
Rent.

S

Section 7.08 Federal Income Tax Status. The Institution
represents that it presently is, and covenants and agrees that it
- shall take all appropriate measures to assure that it remains, an
organization described in Section 501(c) (3) of the Internal Revenue
Code of 1954, as amended, exempt from Federal income taxes under
Section 501 (a) of such Code. The Institution covenants and agrees

that it shall not perform any acts nor enter into any agreements which
shall adversely affect such Federal income tax status of the Institutic-.

and shall not use, carry or permit to be carried on in the Project or
in its campus any trade or business the conduct of which is not in
conformity with this Lease and substantially related (aside from the
need of the Institution for income or funds or the use it makes of

the profits derived) to the exercise or performance by such Institutiorn

of the purposes or functions constituting the basis for its exemption
under Section 501 of such Ccde.

Section 7.09 Institution to Maintain Furnishings and
Movable Equipment. The Institution agrees that during the Lease
Term it will provide and maintain all furnishings and movable
eguipment necessary to permit the full use, operation and occupancy
~of the Project for use as an educational facility. In addition to
the Building and Leased Equipment, the:Institution may from time :
to time, for that burpose and at its own expense, install additional
movable personal property in the Building or on the Leased Premises.
All such movable personal property so installed by the Institution
shall remain the sole property of the Institution, in which the
Authority and the Trustee shall have no interest, may be modified
or removed at any time while the Institution is not in default
hereunder and shall not be subject to the lien of the Indenture.
Nothing contained in the preceding provisions of this Section shall
prevent the Institution from purchasing, after delivery of the
Indenture, movable personal property, equipment, furniture or
fixtures, not constituting Leased Equipment, on conditional sale
contract or lease sale contract, or subject to vendor's lien or
security interest, as security for the unpaid portion of the
purchase price thereof; provided no such lien or security interest
shall attach to any part of the Project. The Institution agrees
to pay as due the purchase price of, and all costs and expenses with
respect to the acquisition and lnetallatlon of, any such movable
personal property, equipment, furniture or flxtures installed by it
pursuant to this Section.
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. Section 7.10 Redemption of Bonds. The Authority, at the
request at any time of the Institution and if the Bonds are then
callable, shall forthwith take all steps that may be necessary under
the applicable redemption provisions of the Indenture to effect
redemption of all or part of the then outstanding Bonds, as may be
specified by the Institution, on the earliest redemption date on
which such redemption may be made under such applicable provisions,
provided that the Institution shall have made available funds in
adequate amount therefor or shall have made arrangements satisfactory
to the Authority therefor.

" Section 7.11 Against Discrimination. The Institution (i)

- will continué to admit students without discrimination by reason of

religion, race, creed, color or national origin, (ii) will not exclude,
expel, limit or otherwise discriminate against enrolled students
because of sex, or religion, race, color, creed or national origin,
and without limiting the foregoing, (iii) will not discriminate in the
use or operation of the Project because of religion, race, color,
creed or national origin, (iv) will comply with all applicable

laws and regulations of the State of Minnesota and the United

States against discrimination among employees, students or others

on account of sex or religion, race, color, creed or national

origin, and (v) will comply with all provisions of any Grant Agree-
ment or other agreement with any federal or state agency or political

' Section 7.12 Institution to be Nonsectarian. The Institutic:
will continue to be nonsectarian; will not reqguire nor forbid attendanc.
by students or any other persons at religious worship or acceptance of

~any religious creed; and will not promulgate the distinctive doctrines,

creeds or tenets of any particular religious sect. All courses of
study at the Institution, including any religion or theology courses,
will be taught according to the academic requirements of the subject
matter and professional standards. .

Section 7.13 Observe Regqulations of the Authority and the
State. The Institution will observe the rules and regulations of the
Authority now or hereafter adopted (i) specifically established for
the use of the Project pursuant to Section 136A.29, Subd. 12 of
the Act, or other provision of law or (ii) generally with respect
to the Authority, participating institutions of higher education
and projects, under Section 136A.29, Subd. 5 of the Act, or:
other provisions of law. The Institution will further observe
all applicable laws and regulations of the State of Minnesota
and each other department or agency thereof, including (without
limitation) regulations of the Department of Education and the Higher
Education Coordinating Commission applicable to nonprofit institutions
of higher education. The Institution shall have the right to contest
by appropriate procedures the adoption, validity or applicability of
any law, rule or regulation referred to in this- Section and to delay
compliance therewith, without violating the provisions of this Section,
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if (a) the Authority shall consent to such delay in writing

or (b) a court of competent jurisdiction shall so order or determine
or (c) in the opinion of Independent Counsel furnished to the
Authority, the procedures taken by the Institution to contest

the validity or applicability of any such law, rule or regulation
are appropriate and have the effect of staying the finality

and enforceability thereof against the Institution.

Section 7.14 Further Assurances. The Institution will
execute or cause to be executed any and all further instruments )
that may reasonably be requested by the Authority or the Trustee
-and be authorized by law to perfect the lien cof the Indenture, or
.intended to be provided thereby, or to vest in the Trustee the
right to receive and apply the revenues and income pledged to the
‘payment or protection and security of the Bonds, and will cause the
Indenture, this Lease (or Short Form Lease) and any supplemental
instrument to be filed, registered or recorded in any office
provided by law and to execute, deliver, file or record any
financing statement pursuant to the Uniform Commercial Code if
such filing, registration or recording shall be necessary or
convenient to effect, protect or confirm the pledge and lien of
the Indenture. The Institution shall pay all recording, filing
and registration taxes and fees, together with all expenses
incidental to the preparation, execution, acknowledgment, filing,
registering and recording of the Indenture, of any paper pursuant
to the Uniform Commercial Code and of any instrument of further
_assurance, and all stamp taxes, mortgage registry taxes and other
taxes, duties, imposts, assessments and charges lawfully imposed
upon the Bonds or upon the Indenture or this Lease.

Section 7.15 Maintain List of Bondholders. To the extent

that such information shall be made known to the Institution, the
Institution will furnish to the Authority and the Trustee a list
of names and addresses of the last known holders of all Project
Bonds with the principal amount of Bonds believed to be held by
each. : ' ‘

. Section 7.16 Observance of Indenture Covenants and Terms.
The Institution will not do or require the Authority to do, in any
manner, anything otherwise than in accordance with the provisions

of the Indenture, and will not suffer or permit any default to occur

under the Indenture, but will faithfully observe and perform, and
will do all things necessary so that the Authority may observe and
perform, all the conditions, covenants and requirements of the
Indenture. The Authority agrees that it will observe and perform
all obligaticns imposed upon it by the Indenture and the Bonds,

and will not suffer or permit any default to occur under the
Indenture; provided that the Authority has no obligation to use

its own funds or funds of the State to perform or cause performance
of any such obligations. ~
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Section 7.17 Observe Federal Regulations. The Institution
will observe and perform all applicable laws and regulations of the
United States of America and of each department and agency thereof.

Section 7.18 Maintenance of General Bond Reserve Account.
The Authority covenants with the Institution that it will create
and maintain the General Bond Reserve Account in accordance with
the provision of the Bond Resolution and use and invest the amounts
received for the General Bond Reserve Account only in accordance
with the provisions of the Bond Resolution. The Institution shall
have no right to require the Authority to use any funds or investments
in the General Bond Reserve Account to pay the Project Bonds or any
Additional Bonds and shall have no title to or interest in any funds
or investments in the General Bond Reserve Account except as provided
in the Bond Resolution and Section 11.03 of this Lease. All credits
to and charges against the General Bond Reserve Account and the sub-
account therein in the name of the Institution and the subaccounts
therein in the names of other participating institutions of higher
education shall be made as provided in the Bond Resolution. The
Institution agrees that the Authority shall be entitled to determine
all accounting questions relating to the General Bond Reserve Account
and subaccounts therein, and that all such accounting determinations
by the Authority shall be binding on the Institution.

Section 7.192 Tax Exempt Status of Bonds; Obligation to
Purchase Progect. It is the intention of the partles hereto that the
interest paid on the Bonds will not be included in the gross income
of the recipients of said interest by reason of Section 103(a) of
the Internal Revenue Code of 1954, as amended. In order to confirm
and carry out such intention, the Institution shall provide such
certificates of an Authorized Institution Representative, Opinions
of Counsel, and other evidence as may be necessary or requested by
the Authority or the Trustee to establish the exemption of the Bonds
under Section 103(a) and the absence of arbitrage expectation under
Section 103(d) of the Internal Revenue Code, and file such information
and statements, acting alone or with the Authority, with the Internal
Revenue Service as may be required from the Institution or the Authority
to establish or preserve such exemption or as may be required by
Section 103 of the Internal Revenue Code, regulations thereunder and
related provisions of law or regulation. In the event the interest
payable on the Bonds becomes subject to Federal income taxes, the Bonds
shall be redeemable and shall be redeemed, the Institution shall pur-
chase the Project, and the Authority agrees to sell the Project upon
the earliest practicable interest payment date. The event of taxability
described in the foregoing sentence shall be established by a ruling
from the National Office of the Internal Revenue Service or a final
decision of a court of competent jurisdiction obtained on the question
of taxability. Any purchase required by this Section shall be effected
upon the following terms and conditions:
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(a) Within thirty days after the occurrence
of the event the Institution 'shall give written notice
to the Authority and the Trustee, or in the event of
its failure to do so the Trustee shall give written
notice to the Authority and the Institution, stating
a date of closing the purchase not less than forty-five
days after the notice is mailed and not less than thirty
days before the next interest payment date of the Bonds
occurring seventy-five days or more after the notice is
mailed, and the Institution shall make arrangements
satisfactory to the Trustee for the giving of notice
required for redemption of all of the outstanding Bonds
on that date and for the transmittal of funds needed
for such redemption in advance of that date.

(b) The cash purchase price payable at the
closing date shall be an amount equal to the sum
of the following:

(i) an amount which, when added to the
amounts in the Bond and Interest Sinking Fund
Account, the Debt Service Reserve Account and
Redemption Account will equal the principal
amount of all then outstanding Bonds plus
accrued interest thereon to the redemption
date; plus

{ii) an amount equal to the Trustee's and
any paying agent's fees under the Indenture,.
accrued and to accrue until final payment and
redemption of the Bonds and all other advances,
fees, costs' and expenses incurred by the Trustee
under the Indenture; and

(c) The clésing shall be completed otherwise as
provided for purchase upon exercise of the Institution's
~options under Article X hereof.

[The balance of this page is intentionally left blank.]
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ARTICLE VIII
ASSIGNMENT, SUBLEASING AND SELLING

) Section 8.01 Assignment and Subleasing by Institution.
This Lease may be assigned in whole or in part, and the Project may
be subleased as a whole or in part, by the Institution only upon
obtaining the consent of the Authority and the Trustee, and upon °
such conditions and requirements as they may impose, including those
necessary to the objectives of the Act, and to the security of the
bondholders, which shall include conditions that:

(a) No assignment (other than pursuant to Secticn 7.02
hereof) or subletting shall relieve the Institution from
primary liability for any of its obligations hereunder, and
in the event of any such assignment or subletting the Insti-
tution shall continue to remain primarily liable for the
payment of the Base Rent and Additional Rent specified in
Sections 4.01 and 4.03 hereof and for performance and
observance of the other agreements on its part herein-
provided to be performed and observed by it; and

(b} Any assignment or sublease from the Institution
must retain for the Institution such rights and interests
as will permit it to perform its obligations under this
Lease, and any assignee from the Institution shall assume
the cobligations of the Institution hereunder to the extent
of the interest assigned; and

{c) The Institution shall, within thirty days after
the delivery thereof, furnish or cause to be furnished to
the Authority and the Trustee -a true and complete copy of
each such assignment and sublease, as the case may be, -
together with an instrument of assumption.

Notwithstanding the above provisions of this Section, the
consent of the Authority or of the Trustee shall not be required for,
and clause (c) of this Section shall not apply to, (i) rentals or
other authorizations of use of the Project or parts thereof to others
by the Institution if such rental or authorization does not involve
use of the Project for more than <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>